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Congressional Record 


SEVENTY-THIRD CONGRESS, FIRST SESSION 


SENATE 
FRIDAY, May 12, 1933 
(Legislative day of Monday, May 1, 1933) 


The Senate met at 12 o’clock meridian, on the expiration 
of the recess. 

MESSAGE FROM THE HOUSE OF REPRESENTATIVES—ENROLLED BILLS 
SIGNED 

The VICE PRESIDENT. The Senate will receive a mes- 
sage from the House of Representatives. 

A message from the House of Representatives, by Mr. 
Haltigan, one of its clerks, announced that the Speaker had 
affixed his signature to the following enrolled bills, and 
they were signed by the Vice President: 

H.R. 3835. An act to relieve the existing national economic 
emergency by increasing agricultural purchasing power, to 
raise revenue for extraordinary expenses incurred by reason 
of such emergency, to provide emergency relief with respect 
to agricultural indebtedness, to provide for the orderly liqui- 
dation of joint-stock land banks, and for other purposes; 
and 

H.R. 4606. An act to provide cooperation by the Federal 
Government with the several States and Territories and 
the District of Columbia in relieving the hardship and suffer- 
ing caused by unemployment, and for other purposes, 

CALL OF THE ROLL 


Mr. LEWIS. Mr. President, I note the absence of a 
quorum, and move a roll call. 

The VICE PRESIDENT. The clerk will call the roll. 

The Chief Clerk called the roll, and the following Senators 
answered to their names: 


Adams Coolidge Kendrick Robinson, Ark. 
Ashurst Costigan Keyes Robinson, Ind. 
Austin Couzens King Russell 
Bachman Dale La Follette Schall 

Balley Dickinson Lewis Sheppard 
Bankhead Dieterich Logan Shipstead 
Barbour Dill Lonergan Smith 
Barkley Duffy Long Steiwer 

Black Erickson McAdoo Stephens 
Bone Fess McCarran Thomas, Okla. 
Borah Fletcher McGill Thomas, Utah 
Bratton Frazier McKellar Townsend 
Brown George McNary 

Bulkley Glass Metcalf Tydings 
Bulow Goldsborough Murphy Vandenberg 
Byrd Gore Neely Van Nuys 
Byrnes Hale Nye Walsh 
Capper Harrison Overton Wheeler 
Caraway Hatfield Patterson White 

Carey Hayden Pope 

Clark Johnson Reed 

Connally Kean Reynolds 


Mr. LEWIS. I wish to announce that the Senator from 
New York [Mr. Copetanp] is detained on official matters and 
will be absent from the Senate today. I ask that this an- 
nouncement remain for the day. 

The VICE PRESIDENT. Eighty-five Senators have an- 
swered to their names. A quorum is present. 

NOTIFICATION OF CONFIRMATION OF CIVIL SERVICE COMMISSIONERS 


Mr. McKELLAR. Mr. President, on Monday, May 8, the 
nominations of Mrs. Lucille F. McMillin and Mr. Harry B. 
Mitchell to be members of the Civil Service Commission 
were confirmed. The Senate has taken recesses from time 
to time since then, and two legislative days have not as yet 
expired. As in executive session, I ask unanimous consent 
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that the President may be notified of the confirmation of 
these two nominations, 

Mr. McNARY. Mr. President, the Senator well knows 
that I have objected to that procedure for some time, because 
many Senators have complained to me about it. I will have 
to object to the request. 

The VICE PRESIDENT. Objection is made. 


PETITIONS AND MEMORIALS 


The VICE PRESIDENT laid before the Senate the follow- 
ing concurrent resolution of the Legislature of the State of 
South Carolina, which was referred to the Committee on 
Education and Labor: 


A concurrent resolution (introduced by Senator Nash) requesting 
the Members of the Federal Congress from South Carolina to use 
their influence to retain in South Carolina the services of the 
conservation corps allotted to South Carolina 


Whereas the Federal Government has established conservation 
camps; and 

Whereas South Carolina’s allotment is 3,500 members of such 
conservation corps; and 

Whereas it will be for the best interest of South Carolina that 
these men be employed in such work in South Carolina: Now, 
therefore, be it 

Resolved by the senate (the house of representatives concur- 
ring), That the South Carolina Senators and Representatives in 
Congress be, and they hereby are, requested to use their efforts to 
have all of the South Carolina members of the Conservation Corps 
retained and employed within this State or that a camp or camps 
of equal number from other States be established in this State, so 
that South Carolina may thereby be benefited in the conservation 
of her timber and forests and so that the funds paid to such 
conservation corps may be spent within this State; be it further 

Resolved, That a copy of this resolution be mailed by the clerk 
of the senate to each member of the South Carolina delegation in 
the Federal Congress. 

Adopted May 4, 1933. 

A true copy. 

[SEAL] Jas. H. Fowrxs, 
Clerk of South Carolina Senate. 


The VICE PRESIDENT also laid before the Senate the 
following concurrent resolution of the Legislature of the 
State of Texas, which was referred to the Committee on 
Banking and Currency: 

Senate Concurrent Resolution 56 (by Duggan) 

Whereas the Reconstruction Finance Corporation funds avail- 
able for the Texas Relief Commission may be used only for one of 
three purposes: Reforestation, flood prevention, soil erosion; and 

Whereas there is no reforestation or flood prevention in west 
Texas and very little benefit can be derived from soil-erosion 
work, all of which practically deprives the entire western part of 
Texas from any benefit to be derived from these relief funds; and 

Whereas all of west Texas is badly in need of improved roads, 
and if the portion of said funds belonging to west Texas could be 
used also in the betterment of roads in that section of the State 
it would not only give employment to those needing the same but 
would greatly add to the betterment of that section of the State 
as a whole: Now, therefore, be it 

Resolved by the Senate of the State of Texas (the house of 
representatives concurring), That the Legislature of the State of 
Texas memorialize the National Congress to so amend the Wag- 
ner bill that the Reconstruction Finance Corporation funds to 
be appropriated to the Texas Relief Commission may be used for 
the building of good roads in any section of the State which 
cannot use them more profitably in the work of reforestation, 
flood prevention, or soil erosion. 

Encar E. WITT, 


President of the Senate. 


I hereby certify that Senate Concurrent Resolution No. 56 was 
read and adopted by the senate May 5, 1933, by a viva voce vote. 
Bos 


Secretary of the Senate. 
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The VICE PRESIDENT also laid before the Senate the 
following joint resolution of the Legislature of the State of 
Wisconsin, which was referred to the Committee on Banking 


and Currency: 
STATE oF WISCONSIN, 
Joint resolution relating to the bill of President Roosevelt for 
refinancing home mortgages 
Whereas President Roosevelt on April 13 sent a special message 
to Congress recommending the enactment of legislation to re- 
finance home-mortgage indebtedness and a bill was immediately 
introduced to carry out this recommendation of the President; 
and 
Whereas this bill provides machinery through which existing 
mortgage debts on small homes may be adjusted to a sound basis 
of values without injustices to investors, at substantially lower 
interest rates and with provisions for postponing both interest 
and principal payments in cases of extreme need; and 
Whereas this bill, if enacted into law, will protect many small- 
home owners from foreclosures and relieve them from a portion of 
the burden of excessive interest and principal payments incurred 
during the period of higher values and higher earning power; and 
Whereas this proposed legislation is the best possible safeguard 
that can be thrown around home ownership at this time and is a 
guarantee of social and economic stability: Therefore be it 
Resolved by the assembly (the senate concurring), That the 
Legislature of Wisconsin commends President Roosevelt for the 
action he has taken to solve the very pressing problem of the 
heavy mortgage indebtedness on homes and urges the Congress of 
the United States to promptly enact the legislation recommended 
by the President; be it further 
Resolved, That properly attested copies of this resolution be 
transmitted to both Houses of the Congress of the United States 
and to each Wisconsin Member thereof. 
THOMAS J, O'MALLEY, 
President of the Senate. 
R. A. COBBAN, 
Chief Clerk of the Senate. 
©. T. Youne, 
Speaker of the Assembly. 
JOHN J. SLOCUM, 
Chief Clerk of the Assembly. 


- The VICE PRESIDENT also laid before the Senate the 
following joint resolution of the Legislature of the State of 
Wisconsin, which was referred to the Committee on Finance: 


STATE OF WISCONSIN. 


Joint resolution relating to allotment to the States of a part of 
the Federal excise tax on beer 


Whereas the Congress of the United States has imposed an excise 
tax of $5 per barrel on the manufacture of beer; and 
Whereas the finances of all States are in such a condition that 
it is almost imperative that they also derive some revenue from 
a tax on beer; and 
Whereas varying State taxes on beer not only result in duplicate 
taxation but also in unfair competition between brewers located in 
different States; and 
Whereas all such difficulties can be avoided if the only tax on 
beer is imposed by the Federal Government and the Congress of 
the United States will assign to the States a definite percentage 
of all the revenue derived from such tax on beer: Therefore be it 
Resolved by the assembly (the senate concurring), That the 
Legislature of Wisconsin hereby respectfully memorializes the Con- 
gress of the United States to amend the law imposing an excise 
tax on beer to assign not less than 20 percent of the proceeds of 
such tax to the States in which the revenue is collected; be it 
further 
Resolved, That properly attested copies of this resolution be sent 
to the presiding officers of both Houses of the Congress of the 
United States and to each Wisconsin Member thereof. 
: THOMAS J. O'MALLEY, 
President of the Senate. 
R. A. COBBAN, 
Chief Clerk of the Senate. 
C. T. Youna, 
Speaker of the Assembly. 
JOHN J. SLOCUM, 
Chief Clerk of the Assembly. 


The VICE PRESIDENT also laid before the Senate a peti- 
tion of sundry citizens of the State of Louisiana, praying 
for a senatorial investigation relative to alleged acts and 
conduct of Hon. Huey P. Loxe, a Senator from the State of 
Louisiana, which was referred to the Committee on the 
Judiciary. 

He also laid before the Senate a letter in the nature of a 
memorial from T. D. Pollard, of New Iberia, La., endorsing 
Hon. Huey P. Lone, a Senator from the State of Louisiana, 
condemning attacks made upon him and remonstrating 
against a senatorial investigation of his alleged acts and 
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conduct, which was referred to the Committee on the 
Judiciary. 

He also laid before the Senate resolutions adopted by the 
Commissioners’ Court of McLennan County, Tex., endors- 
ing the program of President Roosevelt and urging the inau- 
guration of a public-works program to provide highway con- 
struction in the State of Texas, which were referred to the 
Committee on Education and Labor. 


He also laid before the Senate resolutions adopted by 
members of the Unemployed Workers’ League of Mineral 
County, assembled at Keyser, W. Va., complaining of relief 
conditions and the distribution of groceries; also protesting 
against the recent reduction of the wage scale from 30 
cents to 22% cents per hour, and stating that the allotted 
allowances or payments only provide 544 cents per meal for 
each individual in a family of three, etc., and favoring an 
investigation of such conditions, which were referred to the 
Committee on Education and Labor. 

Mr. BULKLEY presented a petition signed by 431 citizens 
of Columbus, Ohio, and vicinity, praying for the adoption 
of the so-called Long plan for the redistribution of wealth, 
which was ordered to lie on the table. 


PENSION RELIEF OF SPANISH-AMERICAN WAR VETERANS 


Mr. ROBINSON of Indiana. Mr. President, I have re- 
ceived copy of a resolution adopted by members of George 
Vawter Camp, No. 73, Department of Indiana, United Span- 
ish War Veterans, which I ask may be incorporated in the 
Recorp and appropriately referred. 

There being no objection, the resolution was referred to 
the Committee on Pensions and ordered to be printed in the 
RECORD, as follows: 


GEORGE VAWTER Camp, 73, DEPARTMENT OF 
INDIANA, UNITED SPANISH WAR VETERANS. 
Whereas recent legislation will take away from the veterans of 
the Spanish-American War the pensions they have enjoyed in 
the past; and 
Whereas these pensions have practically been the only support of 
these veterans; and 
Whereas the withdrawal of these pensions will probably cause 
many of them to become public charges on account of old age 
and their inability to secure emplopment: Be it 
Resolved, That we, members of George Vawter Camp, 73, Indiana, 
veterans of the Spanish-American War, urge and plead and peti- 
tion Congress to recognize and give a decent and respectable relief 
in way of legislation which will enable these veterans to live the 
remaining days of their lives in a moderate, comfortable manner; 
and 
Resolved, That a copy of these resolutions be sent to the Con- 
gressman of this district, and the Senators representing the State 
of Indiana. 
J. W. RUSSELL, Commander. 
H. S. Marrhrws, Adjutant. 


PETITION OF WIDOWS OF OFFICERS AND ENLISTED MEN OF THE 
NAVY WHO PERISHED IN AKRON ” DISASTER 


Mr. TRAMMELL presented the petition of the widows of 
officers and enlisted men of the Navy who lost their lives in 
the wreck of the U.S.S. Akron and the U.S.S, J-3 on April 4, 
1933, praying for the passage of legislation restoring in their 
case the double pension which widows of flight officers and 
men were entitled to receive prior to the passage of the so- 
called “ Economy Act”, which was referred to the Commit- 
tee on Naval Affairs and ordered to be printed in the RECORD, 
as follows: 

PETITION TO THE SENATE OF THE UNITED STATES 
UNITED STATES NAVAL Arr STATION, 
Lakehurst, NJ. 

We, the undersigned widows of officers and enlisted men of the 
United States Navy who lost their lives in the wreck of the USS. 
Akron and the U.S.S. J-3 on April 4, 1933, respectfully represent as 
follows: 

1. That our husbands lost their lives in the line of duty. 

2. That there are many cases of great distress among us, involv- 
ing not only us but our children. 

3. That because of the hazardous character of their duty it was 
impossible for our husbands to carry adequate insurance on ac- 
count of the high premiums charged, and, therefore, they relied 
for our protection, in the event they lost their lives in the flying 
service, upon the provision of law awarding double pension to their 


widows and dependents, 
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4. That there was such provision of law until the passage of the 
economy law approved March 20, 1933, which, a few days before the 
Akron disaster, repealed the prior law on the subject, leaving no 
time for our husbands, even if they had been financially able, to 
procure a proportionate amount of insurance. 

5. That we are informed that under existing law the maximum 
pension any of us may hope to receive is $22 a month, with such 
additional allowances as may be provided in the case of minor 
children. 

We, therefore, respectfully petition your honorable body that a 
law be enacted restoring in our case the double pension which 
widows of flight officers and men were entitled to receive prior to 
the passage of the said Economy Act. 

And we will ever humbly pray. 

Charlottee Laidlaw Berry, Margaret D. McCord, Mildred 
Champion Redfield, Dorothy Hasbrouck Cummins, 
Marion A. Cross, Lillian Collier Calnan, Sally Hunters 
Clendening, Frances Lathrop Smith Dugan, Marjorie 
Severyns, Dorothy Cooper, Frances G. Boelsen, Beatrice 
E. Quernheim, Laura Rader, Mary Emma Latham, Olive 
Minnette Liles, Mary Bettio, Evelyn Hawey Morlen, 
Marie Alice Graves, Beatrice M. Arthur, Marion Frances 
Walsh, Naomi M. Zemkees, Mosxca Copeland, Margaret 
M. Stine, Marie K. Walck. 


REPORTS OF COMMITTEES 


Mr. STEPHENS, from the Committee on Commerce, to 
which was referred the joint resolution (S. J Res. 50) desig- 
nating May 22 as National Maritime Day, reported it without 
amendment, 

Mr. SHEPPARD, from the Committee on Commerce, to 
which was referred the bill (S. 1577) creating the St. Law- 
rence Bridge Commission and authorizing said commission 
and its successors to construct, maintain, and operate a 
bridge across the St. Lawrence River at or near Ogdens- 
burg, N.Y. reported it without amendment and submitted a 
report (No. 65) thereon. 

He also, from the Committee on Military Affairs, to which 
were referred the following bills and joint resolution, re- 
ported them severally without amendment and submitted 
reports thereon: 

S. 1286. An act to increase the efficiency of the Veterinary 
Corps of the Regular Army (Rept. No. 69); 

S. 1548. An act for the relief of Harry Flanery (Rept. No. 
71); and 

S. J Res. 48. Joint resolution authorizing the Secretary of 
War to receive for instruction at the United States Military 
Academy at West Point, Posheng Yen, a citizen of China 
(Rept. No. 70). 

Mr. CAREY, from the Committee on Military Affairs, to 
which was referred the bill (S. 879) for the relief of Howell 
K. Stephens, reported it with an amendment and submitted 
a report (No. 67) thereon. 

He also, from the same committee, to which was referred 
the bill (S. 1587) to amend an act entitled “An act to recog- 
nize the high public service rendered by Maj. Walter Reed 
and those associated with him in the discovery of the cause 
and means of transmission of yellow fever”, approved Feb- 
ruary 28, 1929, as amended, by including Roger P. Ames 
among those honored by said act, reported it without 
amendment and submitted a report (No. 68) thereon. 

Mr. CUTTING, from the Committee on Military Affairs, to 
which was referred the bill (S. 860) for the relief of George 
W. Edgerly, reported it without amendment and submitted a 
report (No. 72) thereon. 

Mr. FLETCHER, from the Committee on Banking and 
Currency, to which was referred the bill (S. 1634) to provide 
for the redemption of national-bank notes, Federal Reserve 
bank notes, and Federal Reserve notes which cannot be 
identified as to the bank of issue, reported it without amend- 
ment and submitted a report (No. 66) thereon. 


BILLS INTRODUCED 

Bills were introduced, read the first time, and, by unani- 
mous consent, the second time, and referred as follows: 

By Mr. HALE: 

A bill (S. 1652) granting a pension to Alice H. Palmer 
(with accompanying papers); to the Committee on Pensions. 
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By Mr. NEELY: 

A bill (S. 1653) for the relief of Charles Flanagan; to the 
Committee on Finance. 

A bill (S. 1654) for the relief of George Yusko; to the 
Committee on Military Affairs. 

A biil (S. 1655) granting a pension to Earl E. Bayles; 
to the Committee on Pensions. 

By Mr. FLETCHER: 

A bill (S. 1656) for the relief of Lyman D. Drake, Jr.; to 
the Committee on Claims. 

By Mr. THOMAS of Oklahoma: 

A bill (S. 1657) to amend section 3 of the act entitled 
“An act to extend the period of restriction in lands of 
certain members of the Five Civilized Tribes, and for other 
purposes”, approved May 10, 1928 (45 StatL. 496), as 
amended by the act of February 14, 1931 (46 Stat. L. 1108); 
to the Committee on Indian Affairs. 

By Mr. Pirrman, Mr. Walcorr, Mr. McNary, and Mr. 
NorBEcK: 

A bill (S. 1658) to supplement and support the Migratory 
Bird Conservation Act by providing funds for the acquisi- 
tion of areas for use as migratory-bird sanctuaries, refuges, 
and breeding grounds, for developing and administering such 
areas, for the protection of certain migratory birds, for the 
enforcement of the Migratory Bird Treaty Act and regula- 
tions thereunder, and for other purposes; to the Special 
Committee on Conservation of Wild Life Resources. 


INDEFINITE POSTPONEMENT OF A HOUSE BILL 


Mr. FLETCHER. Mr. President, I move that the bill 
(H.R. 4795) to provide emergency relief with respect to 
agricultural indebtedness, to refinance farm mortgages at 
lower rates of interest, to amend and supplement the Federal 
Farm Loan Act, to provide for the orderly liquidation of 
joint-stock land banks, and for other purposes, which was 
received from the House some time ago and is now on the 
Vice President’s table, be indefinitely postponed, because its 
text is included in title IX of House bill 3835, the farm 
relief bill. 

The motion was agreed to. 


INVESTIGATION RELATIVE TO RECEIVERSHIPS AND BANKRUPTCY 
PROCEEDINGS 


Mr. McADOO. Mr. President, I desire to submit a resolu- 
tion providing for the appointment of a special committee of 
the Senate to investigate the administration of receiverships 
and bankruptcy proceedings in the Federal courts. I ask 
that it may lie on the table. 

The VICE PRESIDENT. Without objection, it is so 
ordered. 

The resolution (S. Res. 78) was ordered to lie on the table, 
as follows: 


Resolved, That a special committee of the Senate, consisting of 
5 Senators, to be appointed by the President of the Senate, 3 from 
the majority political party and 2 from the minority political 
party, is authorized and directed to make an investigation of the 
administration of receivership and bankruptcy proceedings in the 
courts of the United States, with 1 reference to the ap- 
pointment of receivers and trustees in bankruptcy in such pro- 
ceedings, and the fees received in the course of such administra- 
tion, and generally of all matters concerning which information 
would be desirable in order to correct by legislation such abuses 
as may be found. The committee shall report to the Senate, as 
soon as practicable, the results of its investigation, together with 
its recommendations. 

For the purposes of this resolution the committee, or any duly 
authorized subcommittee or member thereof, is authorized to 
hold such hearings, to sit and act at such times and places during 
the sessions and recesses of the Senate in the Seventy-third Con- 
gress, to employ counsel and such clerical and other assistants, to 
require by subpena or otherwise the attendance of such witnesses 
and the production of such books, papers, and documents, to 
administer such oaths, to take such testimony, and to make such 
expenditures as it deems advisable. The cost of stenographic 
services to report such hearings shall not be in excess of 25 cents 
per hundred words. The expenses of the committee, which shall 
not exceed $————, shall be paid from the contingent fund of the 
Senate upon vouchers approved by the chairman. 
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GENERAL SURVEY OF INDIAN CONDITIONS—EXPENSES 


Mr. KING submitted the following resolution (S.Res. 79), 
which was referred to the Committee to Audit and Control 
the Contingent Expenses of the Senate: 


Resolved, That the Committee on Indian Affairs, or any sub- 
committee thereof, authorized and directed by Senate resolution 
to make a general survey of Indian conditions in the United 
States, is hereby authorized to expend $15,000 from the contingent 
fund of the Senate in addition to the sums previously authorized 
for said purpose. 


REGULATIONS FOR PRESCRIPTION OF MEDICINAL LIQUORS (S.DOC, 
NO. 60) 


Mr. METCALF. Mr. President, I ask that there may be 
printed as a Senate document regulations no. 11, concerning 
the prescribing of medicinal liquors, of the Treasury Depart- 
ment, Bureau of Industrial Alcohol. 

The VICE PRESIDENT. Without objection, it is so 
ordered. 

MESSAGES FROM THE PRESIDENT 


Messages in writing from the President of the United 
States, submitting nominations, were communicated to the 
Senate by Mr. Latta, one of his secretaries. 


MESSAGE FROM THE HOUSE 


A message from the House of Representatives, by Mr. 
Chaffee, one of its clerks, announced that the House had 
passed a bill (H.R. 5389) making appropriations for the 
Executive Office and sundry independent executive bureaus, 
boards, commissions, and offices, for the fiscal year ending 
June 30, 1934, and for other purposes, in which it requested 
the concurrence of the Senate. 


RECONSTRUCTION FINANCE CORPORATION LOAN TO CHICAGO BANK 


Mr. LEWIS. Mr. President, I beg to tender an article 
from the Chicago Herald and Examiner of May 11, and, at 
the request of Members of the House of Representatives, as 
the article touches pending legislation, I ask unanimous 
consent that it may be printed in the CONGRESSIONAL RECORD. 

There being no objection, the article was ordered printed 
in the Recorp, as follows: 


[From the Chicago Herald and Examiner, May 11, 1933] 


UNITED STATES SHOULD PROBE THOSE MIDNIGHT MILLIONS—CHICAGO 
SECURITIES AGAINST INSULL “ SECURITIES ” 


Chicago tax warrants still don’t seem to have enough value in 
the eyes of the Reconstruction Finance Corporation to be security 
for a loan unless they are first endorsed by some bank. 

Therefore Chicago's school teachers and other city employees 
are still unpaid. 

Now, if the Reconstruction Finance Corporation won't lend on 
these Chicago tax warrants unless the banks endorse and if the 
banks won't endorse, just how can it be expected that the gov- 
ernment and subgovernments of Chicago are to continue in ex- 
istence? The United States Treasury and the international bank- 
ers have not hesitated to step in and send billions of good Amer- 
ican money to “save democracy” in other countries. However, 
nobody seems interested in “saving democracy” in an American 
city like Chicago. The policemen, firemen, and other city em- 
ployes are paid in random fashion and are always behind in their 
incomes. 

The unpaid school teachers of Chicago, while appealing for help 
recently, heard the ex-Vice President of the United States, Charles 
G. Dawes, who is now chairman of a new bank, announce his 
brilliant policy of “to hell with trouble makers.” Now, if the city 
and the State government can’t seem to help the local situation, it 
it is about time the heads of the Federal Government in Washing- 
ton stepped in to see what’s happening to “democracy” in this 
community—and, of course, we don’t mean political Democracy. 

Political Democracy—that is, the rank and file of the Democratic 
Party of this community—voted unmistakably for a “new deal”, 
and they want it. They want all the public employees, including 
the school teachers, paid. They don’t want their educational 
system wrecked. 

The people of this community would like to know why a bank 
endorsement is necessary for the Federal Government to lend 
money on the official, legal securities of this community. 

Do all bank endorsements on securities accepted by the Recon- 
struction Finance Corporation make those securities good? If the 
new Federal administration wants to see how much value some 
banks’ endorsement adds to doubtful securities, accepted by the 
Reco ion Finance Corporation, the Chicago Herald and Ex- 
that the Secretary of the Treasury and Attorney 


aminer urges 
General of the United States begin an immediate inquiry into 
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how much good the endorsement of General Dawes’ old Central 
Republic Bank did on some of the securities that were given the 
Reconstruction Finance Corporation in payment for the famous 
$90,000,000 Dawes’ bank loan. ha 

This is a procedure that should be undertaken at once, and 
some way should be found to lay bare all the facts. 

Now, when the Reconstruction Finance Corporation passes out 
money to “save a bank”, but in reality to save a banker, whose 
money do you think it is passing out? Do you think it draws 
this money out of the air through some alchemy, or do you think 
these millions came from some foreign nation which has our 
money? No, friends and fellow citizens; the money which it passes 
over to a banker like General Dawes is your money, because the 
national credit, which means your credit, is back of that loan. 
Any part of the loan that is not recovered by the Reconstruction 
Finance Corporation will be paid for ultimately by you out of 
taxes that the United States Government will collect to make good 
any losses the Reconstruction Finance Corporation suffers. The 
only place the United States Government has to get money is 
out of its citizens, and whether it be through tariff, taxation, or 
license, the citizens of this country pay for everything the Gov- 
Dee this little deal, made mysteri 

e e m; ously at midnight between the 
Recostruction Finance Corporation and Gena Dawes’ bank, 
means that everything the citizens of this community own and can 
earn is pledged back of that $90,000,000 loan to a favored group. 

It seems funny, friends—doesn’t it?—to think that you helped 
lend $90,000,000 to General Dawes’ Central Republic Bank and 
that that bank’s pledge to pay will be made good by you if it isn’t 
made good by the bank. Doesn't that interest you to the extent 
of wanting to know just what securities General Dawes’ bank 
put up—securities that were so hurriedly accepted at midnight by 
the Reconstruction Finance Corporation? 

Doesn't it interest you doubly when you know that sooner or 
later all the tax warrants of Chicago will be made good and that 
you will make them good through taxation? 

What moral right has a little group like the Reconstruction 
Finance Corporation to lend $90,000,000 of our money to the 
bankers in control of a single bank when they tell us they can’t 
take Chicago’s securities, which are in reality backed by the 
wealth of a city which, despite its taxation problems, is one of 
the wealthiest cities in the world? It possesses enormous wealth, 
and while in possession of such holdings as its water system, its 
many public buildings, parks, school buildings, and enormous 
other assets, it can never fail to make good on its tax warrants. 

Now compare this with what the Reconstruction Finance Cor- 
poration took from General Dawes’ Central Republic Bank. Of 
course you can’t compare it, because the Reconstruction Finance 
Corporation, for reasons best known to itself, has made a great 
secret of what it took as security from the Dawes bank, 

However, the Herald and Examiner, which now urges a com- 
plete investigation of this loan, can tell you that the Reconstruc- 
tion Finance Corporation did accept about $11,000,000 in notes 
and securities of Insull companies and Insull employees. What 
other securities it accepted for the balance of the $90,000,000 
only the Reconstruction Finance Corporation or General Dawes 
and his associates can tell us. And all Chicagoans would 
really like to know. In fact, American citizens in various parts 
of the country would like to know. The Reconstruction Finance 
Corporation has fought against publicity as to its loans and later, 
when forced by an act of Congress to submit some publicity, 
Ee the publicity to a few figures that mean nothing to the 
public, 

Now, to deal with the $11,000,000 item of Insull security in 
the Dawes loan, it would be interesting to know how much they 
were really worth, if anything. We know a few facts about them 
from the outside. 

And while we are on the subject, would it not have been better 
for all concerned if instead of Mr, Dawes’ bank having $11,000,000 
in Insull securities to turn over to the Reconstruction Finance 
Corporation, Mr. Dawes’ bank had had as a substitute $11,000,000 
worth of Chicago tax warrants? These are still quoted almost at 
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ae the witness stand General Dawes admitted to United States 
Senator Couzens, of Michigan, that all of the bank's Insull loans, 
and the collateral therefor, had been passed on to the Recon- 
struction Finance Corporation—which means to the American 
ople. 

are of these loans were made by the bank shortly before the 
time of the Insull receivership date in April of last year. The 
famous Dawes midnight loan was made on June 27, 1932, and we 
in Chicago have a pretty good idea of what value there was in 
Insull securities at the latter date. Similar securities had broken 
the backs of everybody who owned them. Any Chicago school 
child can tell you how much an $11,000,000 loan to Insull inter- 
ests prior to the receivership was worth on June 27, 1932. 

The people of Chicago who feel that the Federal Government 
should loan some of the public money on paper backed by the 
security of this city would like to know exactly what value existed 
in each of the Dawes securities, including the Insull securities, 
accepted by the Reconstruction Finance Corporation, and what 
their market value was at the time. 

Now, of course, it may have been thought that if utility rates 
could be held up while utility costs went down, during which 
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time the integrity of these securities was maintained by the credit 
of the United States, they would eventually come back to some 
substantial value. But what does the Reconstruction Finance 
Corporation think would be happening to Chicago in the mean- 
time? Did it think that Chicago, America’s second largest city, 
might possibly go into bankruptcy while the Insull companies 
went on building up the bank roll to make good for all of the 
rottenness of Insullism? 

It is about 1014 months since the $90,000,000 loan was made, 
and after converting as many of the assets as have thus far 
been convertible, Mr. Dawes’ old bank still owes the Reconstruc- 
tion Finance Corporation $66,423,761.49. 

Now, if General Dawes and his associates had, after getting 
the $90,000,000 from the Reconstruction Finance Corporation, 
kept the bank going, those who believe in secrecy for the sake 
of saving a bank might spell out some reason for continuing to 
keep the details of this loan a secret. There is a school of secret 
finance. General Dawes, himself, was head of the Reconstruc- 
tion Finance Corporation just about 6 weeks before his bank 
got the big midnight loan, and at that time the Reconstruction 
Finance Corporation believed strongly in secrecy, and we heard a 
lot ‘about the necessity of maintaining bank integrity. 

General Dawes, however, with the $90,000,000 once in the cash 
drawer of his bank, decided, with his associates, to liquidate the 
bank. General Dawes did not continue devoting all his time 
to the continuation or even the liquidation of the old bank. The 
stockholders of that bank were left with a fine mess on their 
hands, as a result of which they will face assessment for any de- 
ficiencies, allowing General Dawes and his associates to set up a 
new bank right on the same old premises. 

Within a short time he then transferred the remaining deposit 
accounts of the old bank to the new bank and took with him 
enough of the unexpended balance of the $90,000,000 to equal 
the transferred deposits. 


So it is no longer a question of protecting a going bank. It 
is merely a question of learning the full truth about a defunct 
bank and what the United States Government got in return for 
$90,000,000 of your money. 

If you have any idea that General Dawes’ old bank should 
still be protected from publicity, please take into account that 
a week before it got the loan from the Federal Government its 
stock was selling at $52.50 a share and is now offered at 75 cents 
a share with practically no takers. 

By the time the Attorney General and the Secretary of the 

get through investigating this transaction, perhaps they 
will decide that it is the Insulls and those who ran the Dawes 
bank and those who ran the Stevens’ Illinois Life Insurance Co. 
who are the real makers of the present-day troubles in Chicago. 
Perhaps it is financing of the kind that was done by these gen- 
tlemen which has caused most of the trouble for the people 
of the United States. 

Perhaps a Federal grand jury or Senate investigation of the 
Dawes loan under the direction of the Attorney General might 
convince the Reconstruction Finance Corporation that Chicago 
tax warrants are infinitely better security without a bank en- 
dorsement than some of the Insull “securities” were with bank 
endorsement, 

Every merchant and manufacturer, big and little, in Chicago, 
is vitally interested in the standing of Chicago tax warrants. 
Their value and acceptance as a type of currency are vital to 
the community. Therefore the business men of this community 
will join heartily with the Herald and Examiner in urging that 
there be a Federal probe of the $90,000,000 Reconstruction Fi- 
nance Corporation loan to the Dawes bank and that this probe 
begin at once. 

By all means, Uncle Sam, investigate those midnight millions. 


HOUSE BILL REFERRED 


The bill (H.R. 5389) making appropriations for the Execu- 
tive Office and sundry independent executive bureaus, boards, 
commissions, and offices, for the fiscal year ending June 30, 
1934, and for other purposes, was read twice by its title and 
referred to the Committee on Appropriations. 


EXTENSION OF GASOLINE TAX 


The Senate resumed the consideration of the bill (H.R. 
5040) to extend the gasoline tax for 1 year, to modify post- 
age rates on mail matter, and for other purposes. 

The VICE PRESIDENT. The question is on the amend- 
ment submitted by the Senator from West Virginia [Mr. 
HATFIELD]. 

Mr. LONG. On that I ask for the yeas and nays. 

Mr. HATFIELD. Mr. President, in the CONGRESSIONAL 
Record, on page 3245, first column, in the amendment sub- 
mitted by me in section 6 the word not has been omitted 
before the words “produced in the United States.” The 
word “ not should be added to the amendment. 

The VICE PRESIDENT. The Chair will inform the Sena- 
tor from West Virginia that, while the amendment as printed 
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in the Record does not contain the word “ not“, the amend- 
ment as printed and at the desk has that word in it. 

Mr. HATFIELD. I thank the Chair. 

Mr. COSTIGAN. Mr. President, may I ask the attention 
of the Senator from West Virginia with respect to his amend- 
ment? The amendment is highly technical in form, and I 
venture to ask the Senator whether he will explain how high 
a level of tariff rates is permissible under his amendment 
for the purpose of offsetting depreciated foreign currencies? 

Mr. HATFIELD. Upon the recommendation of the Tariff 
Commission, anywhere from 25 to 100 percent. 

Mr. COSTIGAN. Is that in addition to other rates levied 
by the tariff law? 

Mr. HATFIELD. No; it is not. 

Mr. COSTIGAN. May I ask the Senator from West Vir- 
ginia whether there were any hearings upon his amend- 
ment? It has not been considered by a committee of the 
Senate, I understand. 

Mr. HATFIELD. There were no hearings, I may say to 
the distinguished Senator, upon my amendment, save and 
except the hearings which were held during the second ses- 
sion of the Seventy-second Congress, which are designated: 
“ Hearings before a subcommittee of the Committee on Ways 
and Means, House of Representatives, Seventy-second Con- 
gress, second session, H.R. 1399, January 26, 27, 28, 30”, and 
so forth. 

Mr. COSTIGAN. It is true, is it not, that in the hear- 
ings to which the Senator refers, the chairman of the United 
States Tariff Commission, Mr. O’Brien, a Massachusetts Re- 
publican, also the vice chairman of the Commission, Dr. 
Thomas Walker Page, a Virginia Democrat and former 
chairman of that Commission, testified? 

Mr. HATFIELD. That is true, Mr. President. 

Mr. COSTIGAN. Those witnesses, I believe, testified, in 
substance, one corroborating the other, that any commer- 
cial disadvantages to an importing country arising out of 
depreciated foreign currencies are either temporary or il- 
lusory. Chairman O’Brien, I believe, quoted the Finance 
Minister of Holland as saying, in effect, that those disad- 
vantages which are not temporary are illusory, and those 
that are not illusory are temporary. 

Mr. HATFIELD. That is true, but I may say to the dis- 
tinguished Senator that Mr. O’Brien took the position in 
an interview, as I remember, that the tariff should be in- 
creased horizontally 15 percent, and then when he appeared 
before the Committee on Ways and Means, or at least a 
subcommittee of that committee, he took the position which 
the Senator now indicates. However, the attitude taken 
by the chairman of the Tariff Commission and by those 
associated with him, or at least by the vice chairman, was 
contradicted by outstanding industrialists and economists, 
who took the position that the depreciation of currencies 
in European and Asiatic countries had been very destruc- 
tive to the industries of the United States, and had pre- 
vented those industries from operating, or at least had such 
an effect they could only operate when they had sealed and 
signed orders properly underwritten to insure that they 
would be accepted and paid for, thus preventing our indus- 
tries, in a general way, from accumulating a surplus which 
ordinarily they would have on their shelves, thereby giving 
work almost constantly throughout the year to a great num- 
ber of workmen who would otherwise be out of employment. 

Mr. COSTIGAN. If I am not mistaken, both representa- 
tives of the United States Tariff Commission expressed the 
opinion at the House committee hearing that there is no 
necessity for the type of amendment offered by the Senator 
from West Virginia. 

Mr. HATFIELD. I have the conviction that that is the 
attitude expressed by those gentlemen. I think the Senator 
is correct in arriving at that conclusion. 

Mr. COSTIGAN. Has the able Senator from West Vir- 
ginia examined since last evening certain statistics with 
respect to imports from gold-standard countries and from 
those countries which have gone off the gold standard? 
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Mr. HATFIELD. I have made a brief summary which I 
shall be glad to quote to the Senator. The point was made 
by the distinguished Senator from Colorado that there are 
relatively the same exports and imports now that there were 
before the abandonment of the gold standard. That is the 
point the Senator makes, is it not? 

Mr. COSTIGAN. I had not intended to make that point. 
I really planned to ask the Senator whether he has con- 
sidered the relation between imports from gold-standard 
countries and imports from those countries which have gone 
off the gold standard. 

Mr. HATFIELD. I have made a study of imports for the 
first 10 months of 1931 and compared them with the im- 
ports of the first 10 months of 1932 for 20 different countries 
whose currencies have depreciated 5 percent or more; and I 
find the following results: 

For these 20 countries the actual value of the imports 
from January to October 1931 amounted to $947,874,000, and 
for the same period in 1932 the actual value was $582,347,000. 
However, since the currencies of these countries had de- 
preciated 38.6 percent, I have made an adjustment of the 
total value of the imports for 1932 to show the value if these 
countries had maintained their currencies at par; there- 
fore I have raised the value of the imports for 10 months 
of 1932 to $836,422,000 in order to compare them on the same 
basis of their standard currency with the 10 months of 1931. 
If this comparison is made, it will show that those 20 coun- 
tries that have depreciated their currency more than 5 per- 
cent suffered a loss of exportations to the United states of 
11.8 percent. 

If the imports for the first 10 months of 1931 are com- 
pared with the same period in 1932 for 16 countries whose 
currencies have depreciated less than 5 percent and the same 
adjustment is made for the slight depreciation of currency 
of the 16 countries, we find their imports into the United 
States decreased 39 percent. It is thus self-evident that 
while the countries on and off the gold standard have suf- 
fered a reduction in their imports into the United States, 
it is nevertheless evident that the reduction has been only 
11 percent for those countries off the gold standard, but the 
reduction has amounted to 39 percent for those remaining 
on the gold standard. In other words, the gold-standard 
nations have suffered more than those nations which went 
off the gold standard and are now operating under currency 
depreciation. 

This conclusion has been reached by a comparison of the 
value of imports for the first 10 months of 1931 and 1932; 
but if the volume of the imports for a like period was com- 
pared, it would show that in practically all cases where a 
country has abandoned the gold standard the yolume of 
their exports to the United States has increased. By either 
method of comparison the advantage remains with the coun- 
tries which have depreciated their currency more than 5 
percent, and that, too, to the detriment of the worker in 
those lands paid in cheap money, as well as to the disad- 
vantage of the American wage earner who lost a large 
opportunity for steady employment. 

As an illustration of the advantage even foreign nations 
which have remained on the gold standard have gained in 
the American market owing to the depreciation of cur- 
rencies of other nations, I may cite the case of Holland, who 
with her gold money buys iron ore in Spain, a country oper- 
ating under a depreciated currency, then smelts the ore in 
Holland, and sells the pig iron in the American market 
cheaper than our cost of production. 

Mr. COSTIGAN. Mr. President, may I say to the Senator 
from West Virginia that while in the aggregate the data may 
appear mildly to support the conclusion that there has been 
at times relatively less loss in United States imports from 
countries off the gold standard, yet the figures are for the 
most part unimportant and inconclusive, and on careful 
examination of imports from particular countries it will be 
found that such a conclusion is not without important ex- 
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ceptions. For example, I have here a tabulation of imports 
in the first 9 months of the years referred to by the Senator, 
1931 and 1932. 

The table discloses that Brazil, a country off the gold 
standard, suffered in the later period a decline in exports of 
about 30 percent. In other words, Brazil’s exports to the 
United States were in the later period about 70 percent of 
those of the corresponding 9 months of the preceding year. 

On the other hand, certain countries, which were still on 
the gold standard, suffered a decline in the later period in 
excess of that. Taking Switzerland and Estonia—as shown 
by the table—imports from Switzerland in the later period 
declined to 63 percent and those from Estonia to 58 percent 
of the respective earlier records. 

The data as to the weights of cargoes shipped from cer- 
tain foreign countries to the United States in the same re- 
spective periods indicate that in the gold-standard coun- 
tries—Italy, Germany, Netherlands, and Belgium—there were 
better export showings made than for Australia, India, 
Japan, and Brazil, respectively, which were off the gold 
standard. 

These data are brought to the attention of the Senator 
from West Virginia for his comment and in support of the 
conclusions expressed by the representatives of the United 
States Tariff Commission who appeared before the subcom- 
mittee of the House of Representatives. 

May I, before I close, also ask the Senator if he has con- 
sidered the effect of the recent depreciation of our own 
currency upon the amendment which he now offers to the 
Senate? 

Mr. HATFIELD. Mr. President, in response to the Sena- 
tor from Colorado, first I may remind him or call his atten- 
tion to the fact that the point he has made deals with 
individual cases and not with the proposition as a whole, in 
that the volume in many instances has gone up while the 
price has gone down. Also, I wish to remind the distin- 
guished Senator that while the price of coffee has been 
reduced one would be impressed with the fact that less 
coffee is coming into this country, if we base it on the 
price; but when we measure it from the quantity point of 
view it has increased. 

Regarding the second question as to what effect the depre- 
ciation of our currency would have upon my amendment, I 
desire to state that, of course, my amendment would be 
unnecessary, if we were to depreciate our currency 60 percent 
or more in order to meet the low levels of foreign currencies; 
but such a course would place American labor on the low- 
level wage of the European and Asiatic, which condition I 
fervently hope will never be experienced by the wage earners 
of this land. 

Mr. HALE. Mr. President—— 

The VICE PRESIDENT. Does the Senator from West 
Virginia yield to the Senator from Maine? 

Mr. HATFIELD. Certainly. 

Mr, HALE. The Senator from Colorado [Mr. COSTIGAN] 
and the Senator from Utah [Mr. Ko! have raised objec- 
tions to the Senator’s amendment on the ground that im- 
ports have not increased from countries whose currencies 
have depreciated. Is it not true that this is not the abso- 
lute controlling factor in the matter, and that when a cer- 
tain amount of products come into this country from a 
country whose currency has depreciated and those products 
can be sold at a lower price than the market price in this 
country, it evidently brings down the market price of our 
own goods in this country? 

Mr. HATFIELD. To the point of extermination. 

Mr. HALE. To the point of extermination; and, although 
they have not sent over a great many imports, yet they 
have broken our prices. 

Now I should like to ask the Senator another question. 
Is it not also true that the countries of the world that have 
depreciated their currencies expect material advantages from 
this Congress in changes that they expect will be made 
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in our tariff laws, and it would be no part of their policy 
to dump as many goods as they could into this country 
before we have made those changes, and thus rouse a feeling 
against lowering the tariff? Is not that a fact to be con- 
sidered? 

Mr. HATFIELD. There is no question whatever about 
that, Mr. President. 

In final response to the interrogation of the distinguished 
Senator from Colorado dealing with the subject of depre- 
ciation of our own currency, Mr. President, I have had a 
good many heartaches to think that it is necessary for 
America to resort to the cheapening of our dollar to meet 
the situation in world trade. In fact, I am not convinced 
that that is necessary. If we measure the amount of gold 
that we have in the control of the Treasury and the Federal 
Reserve System today as compared with the amount of gold 
that we controlled in the period from 1912 to 1920—and the 
conditions then were almost as distressing, especially in 
Europe, as they are at the present time—our gold reserve in 
that period as compared with this period could be multiplied 
by three. So what I have been interested in doing was to 
give the President, through the Tariff Commission, power 
to deal with the subject of our imports, and deal with it 
in such a way that he would have more influence, more 
power in making suggestions to the stable-minded repre- 
sentatives of industry in America when they proved to the 
Tariff Commission that they were entitled to additional 
protection, 

If they could receive or be assured of that protection, as 
has been repeatedly stated to me by men representing the 
rubber-specialty industry, the great steel industry, the 
great pottery and china industry, the pulp and paper indus- 
try, the canning industry, and many other industries that 
it is not necessary for me to mention, but of record here in 
Congress, I am impressed with the conviction that we can 
solve our economic difficulties better by remaining on a 
basis of stable, sound money than we can by embarking upon 
the sea of inflation without a compass and without any 
assurance of returning to financial stability, if we are to go 
to war for a larger world market than we have heretofore 
enjoyed, which is only one tenth in the peak of our world 
trade of the entire amount of our domestic commerce. 

Mr. COSTIGAN. Mr. President, I shall speak but briefly 
on the pending amendment. The subject is one which pre- 
viously, during the past year, was drawn to the attention of 
the Senate. It has also received consideration from the 
Tariff Commission, not only recently but also in earlier 
years. An investigation of the subject was made in the days 
of the unparalleled depreciation of the German mark. 

If there was ever an hour in which depreciated foreign 
currencies might have endangered American prosperity 
through excessive impo: for immediate pur- 
poses some soundness in the contention of the Senator from 
West Virginia—it was when the value of the depreciated 
currency of Germany was sinking lower and lower until it 
became approximately zero. 

Mr. HATFIELD. Mr. President, will the Senator yield? 

The VICE PRESIDENT. Does the Senator from Colorado 
yield to the Senator from West Virginia? 

Mr. COSTIGAN. With pleasure. 

Mr. HATFIELD. Has the Senator the imports from Ger- 
many for the years beginning with 1919? 

Mr. COSTIGAN. I have not the figures before me but 
am generally familiar with them. 

Mr. HATFIELD. May I give them to the Senator? 

Mr. COSTIGAN. I shall be glad to have the Senator 
present them. 

Mr. HATFIELD. In 1919 the imports from Germany were 
$10,608,000. 

In 1920 they had increased to $88,836,000. 

In 1921 they had decreased to $80,280,000. 

Mr. COSTIGAN. In what year did the decrease occur? 

Mr. HATFIELD. Nineteen hundred and twenty-one—just 
a small decrease; about $8,600,000. 
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Mr. COSTIGAN. That, however, was a period in which 
the German mark was rapidly falling in value. 

Mr. HATFIELD. That is right. 

Then, in 1922, the imports increased to $117,498,000. 

In 1923 they were $161,193,000. 

In 1924 they were $139,258,000. 

From the figures given above it will be noted that in the 
year 1923, when the German mark had reached its greatest 
depreciation, German exports to the United States reached 
their greatest height. And just as soon as Germany sta- 
bilized her mark in the latter half of 1923 and in 1924, the 
German exports to the United States immediately decreased. 
If the German exports to this country for the years 1921 
and 1923 are compared we note an increase of 100 percent 
during the very time when the mark was sinking most rap- 
idly, and when one could buy a million marks for a few cents 
in American currency. 

Mr. COSTIGAN. The Senator from West Virginia has 
referred to certain exports from Germany. It is assumed 
that in presenting those data he concludes that Germaa 
exports are attributable solely to depreciated currency. 

Mr. HATFIELD. No, Mr. President; I do not arrive at 
that conclusion. 

Mr. COSTIGAN. I shall be glad to have the Senator’s 
explanation of the reason for substantial exports from Ger- 
many to the United States. 

Mr. HATFIELD. They were trying to recover from the 
destructive effects of the war, limited as they had been be- 
cause of their defeat, deprived as they had been of their 
colonial possessions and a part of their territorial integrity 
on the Continent of Europe. They were striving to get back 
to the economic condition which existed before the war, 
when they traded with us to an extent far beyond any im- 
ports that they sent to this country during the period I have 
just enumerated. They had lost their merchant marine. 
They had lost their economic stability. They were almost 
in a state of subjection. 

That was the condition of the German people. It is, I may 
say to the distinguished Senator, the condition of the Ger- 
man people at this time. It will continue to be the condition 
of the German people, in my candid judgment, as long as 
the Treaty of Versailles is in effect; and I want to make this 
one observation: 

The situation which confronts the world today is largely 
the result of the inequities which were brought about at 
Versailles, and subsequent treaties flowing therefrom, in the 
dislocation and dismemberment of two of the greatest na- 
tions on the European Continent. As long as that injustice 
is permitted to remain, in my judgment, just so long will we 
suffer more in the way of an economic condition which is 
unsolvable; just so long will Europe, England, and Asia suffer 
from the economic dislocation brought about by this in- 
equitable distribution of territorial possessions, in which 
America shares in this grief and loss. 

Mr. COSTIGAN. Mr. President, I submit that the Senator 
from West Virginia is now in retreat. His amendment does 
not purport to provide against the consequences of the 
Versailles Treaty. No one here doubts that other factors 
than depreciated exchanges have resulted in the unim- 
portant showing of the ebb and flow of international com- 
merce he has made today. The balance of trade, the chang- 
ing debt situation, the obligations of one country and its 
citizens to another country and its citizens, the numerous 
elements that make up the competitive strength or weak- 
ness of industries in various countries, are all involved in 
the figures the Senator has given. 

Mr. HATFIELD. Mr. President, will the Senator yield? 

Mr. COSTIGAN. I yield to the Senator from West Vir- 
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Mr. HATFIELD. Referring to the points that the dis- 
tinguished Senator makes, the element of purchasing power, 
of course, enters materially into the proposition; but that is 
aside from the view that I take of this questjon. My view 


is this: 
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In 1917 we undertook to stabilize Europe by entering into 
the war. We understood that when we helped the Allies to 
win we would have a greater democracy in the world than 
we had at that time; but when, by retrospection, we review 
the history and the geography of Europe, we find that we 
have less democracy today than at any period in modern 
times. 

That is the picture today; and I will say, for the informa- 
tion of the distinguished Senator from Colorado, that my 
amendment, my thought, my conviction, is that our experi- 
ence from 1917 to the close of the World War, our mingling 
and meshing with the affairs of Europe, ought at least to 
teach us the lesson that we should stay at home, and that 
we should build our own affairs, and build them in such a 
way that we could be more or less independent of Europe 
and of Asia at least until they become stabilized in the 
conduct of their own internal affairs, until they are willing 
at least to give to us the same consideration that we gave 
to our allies by whose side we fought and whom we saved 
from humiliation and defeat. They needed our support; we 
gave it and financed them, without which assistance they 
would have been, no doubt, defeated by the Central Powers. 
We remember their appeal to us: We are fighting with 
our backs to the wall.” 

Mr. COSTIGAN. Mr. President, the Senator from West 
Virginia has already sufficiently answered his own argu- 
ment. It is manifest from the statistics assembled by com- 
petent experts that the business of the United States is not 
at this hour in danger of inundation in the form of imports 
from abroad. Indeed, our experience in 1921 and the suc- 
ceeding years ought to afford a satisfactory answer to imme- 
diate fears. In those years, as a result of extremely care- 
ful consideration of the problem, following an investigation 
of the subject by the Tariff Commission, the Congress, act- 
ing under Republican leadership, undertook nothing so radi- 
cal as the amendment now offered by the Senator from 
West Virginia. The solution, tendered in those days by the 
leaders of the party to which the Senator from West Vir- 
ginia adheres, was the flexible tariff. The then Secretary 
of Commerce, Mr. Hoover, later President; the then Senator 
from Utah, Mr. Smoot; and members of the Tariff Commis- 
sion met President Harding late in 1921 to consider the 
similar problems then presented by depreciated currencies. 
In some respects that time was more dramatic than the 
present, and then, as now, fancies often reluctantly yielded 
to facts. 

The final conclusion of Republican leaders in those days 
was that the flexible-tariff provisions would be adequate to 
deal with the assumed emergency. As a result, as part of 
the Tariff Act of 1922, the flexible-tariff provisions we still 
retain substantially unchanged were adopted, the threat- 
ened dumping did not develop, and from then on, through 
years of unsettled economic and financial difficulties abroad, 
the country proceeded on its way unhampered by unwar- 
ranted apprehensions. 

Today, in another period of depression and depreciated 
currencies, the Senator from West Virginia asks us to take, 
without any showing of present necessity, an unprecedented 
and, on the whole, an indefensible course, namely, to add 
to the higher and higher tariff barriers already strangling 
world commerce and prosperity and embittering interna- 
tional relations. 

Expert judgment now points in the other direction. If 
an emergency existed, as pictured by the Senator from West 
Virginia, Senators on both sides of this Chamber would 
rally to the support of some remedial legislation; but there 
is nothing in the record of the years since the World War 
which supports such present action. 

I shall content myself at this time by calling attention to 
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to the first 9 months of the years 1931 and 1932; not the 
first 10 months summarized by the Senator from West Vir- 

I ask that these figures, with brief textual comment on 
them, be incorporated with my remarks. 

The PRESIDING OFFICER (Mr. Typ1ncs in the chair). 
Is there objection? 

There being no objection, the matter was ordered to be 
printed in the Recorp, as follows: 


EFFECT OF DEPRECIATED CURRENCY UPON VOLUME OF TRADE 


The following table gives the quantity of exports of a number 
of countries for a period before they abandoned the gold standard 
and after they abandoned the gold standard. The percentage of ex- 
ports of the later period to the exports of the former period is 
also given. The same data are also shown for several countries 
that remained on the gold standard. It is noteworthy that the 
period was one, on the whole, of diminishing, not expanding, 


Exports of specified countries in 1,000 metric tons 


First 9 months of— 


Country Percent 

1932 of 1931 
Countries on a gold standard: 

Germany. 38, 704 29, 685 77 
19, 120 M4, 156 74 
3H 187 58 
22, 938 17,324 75 
3,227 2, 678 
12, 800 10, 238 80 
619 325 63 
13, 933 12, 988 93 
1, 670 1,173 70 
2. 981 2, 993 100 
4, 283 4.071 95 
653 756 116 
1, 255 1,154 92 
Gans Kis ob eral TTT 196 


1 Data from League of Nations, Monthly Bulletin of Statistics. 

1 The British Board of Trade Journal of Oct. 27, 1932, p. 593, compares the exports 
of domestic merchandise of 1932 and 1931. Based on 1830. 100 the index of quantity 
of goods exported was as follows: 


The next table shows the weight of cargoes shipped to the 
United States from several countries, part of which remained on 
the gold standard and part of which have abandoned the gold 
standard. A period of time when the countries were on a gold 
standard is compared with a period during which some of them 
were off the gold standard. The percentage that the shipments of 
the later period were of the shipments of the former period is 
given. 

The figures show a tendency toward some relative advantage of 
the countries off the gold standard, but the adyantage is not with- 
our exceptions. For example, the gold-standard countries—lItaly, 
Germany, Netherlands, and Belgium—made a better showing than 
Australia, India, Japan, or Brazil. 

Germany’s shipments to the United States held up as well as 
those of Argentina, and those from Belgium and the Netherlands 
held up better than those from Argentina. 

The increase in shipments from Finland, Norway, and Sweden 
is explained in part by the relative improvement of the position 
of those countries in the production of wood pulp. 


Cargo received in the United States, first half of 1931 and 1932, 
from countries off the gold standard in 1932 


[In tons of 2,240 pounds] 


some data which ought perhaps to be incorporated in the Bre, 


RECORD. 

In January of this year I had certain statistics assembled, 
apparently somewhat similar to those offered the Senate 
by the Senator from West Virginia. They relate, however, 


1 Basic data from United States Shipping Board, Bureau of Ressarch, Imports and 
issued icall 


Exports of Commodities ( y). 

2 The foreign exchange of Brazil had declined in the first 6 months of 1931 from 11 
cents in 1930 to an average of 7.8 cents. Its average value was 6.6 cents in the first 6 
months of 1932, 
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Cargo received in the United States, first half of 1931 and 1932, 
from countries off the gold standard tn 1932—Continued 


[In tons of 2,240 pounds] 


Country from which shipped 


286, 
836, 
472, 

83, 


Ses¥5 
8388888888 


i 


? Argentina and Mexico were off the gold standard early in 1931 but there was a 
urther decline in 1932. 


Cargo received, first half of 1931 and 1932, from countries remain- 
ing on the gold standard 


[In tons of 2,240 pounds] 


First 6 months 
Country from which shipped 


S882 


Cargo exported from the United States in the first 6 months of 
1931 amounted to 18,644,794 long tons, compared with exports for 
the first 6 months of 1932 of 15,515,589 long tons, a decrease of 
14 percent. 


Mr. COSTIGAN. The Senate will also recall that the 
Tariff Commission in 1932 issued a rather elaborate report 
on depreciated exchange. Generally speaking, the results 
indicated in that report were inconclusive and not alarming. 

An editorial of the New York Tribune apparently fairly 
summarizes that report and refers to other experiences. 
The editorial was printed on January 14, 1933, and I request 
that, in part, it may be incorporated in my remarks. 

The PRESIDING OFFICER. Is there objection? 

There being no objection, the matter was ordered to be 
printed in the Recorp, as follows: 


[From the New York Tribune, Jan. 14, 1933] 
DEBTS AND STERLING EXCHANGE 


* © * So far as actual trade figures go, it is still difficult to 
find the evidence of that large-scale exchange dumping ” which is 
to give nongold countries so great an advantage in 

foreign trade against those remaining on the gold standard. 

It will be remembered that when the Tariff Commission investi- 
gated the question of “exchange dumping” for Congress last 
spring its results were mainly negative. Great Britain and the 
“ sterling group” had gone off gold in September 1931 and Japan 
in December. The Tariff Commission had the trade returns 
through the month of April; generally speaking, they failed to 
show that up to that time our imports from nongold countries 
were decreasing any less rapidly than those from the gold coun- 
tries, or that our exports to the nongold countries were decreasing 
any more rapidly than those to the gold countries. The Commis- 
sion felt that the late figures might indicate that depreciation was 
checking our exports, but there was no conclusive proof. 

There have now been published the complete British trade 
statistics for 1932. They show that during the year the British 
have been able to check the decline in their exports without 
checking the decline in imports. Before assuming, however, that 
this proves the influence of exchange depreciation, one should 
glance at the American statistics. In our case, also, imports 
continued to decline during 1932, while exports declined less 
rapidly than in the preceding period. As between the depreciated 
pound and the undepreciated dollar there was no striking differ- 
ence. It is true that the check in the decline of British exports 
seems a little more marked than the corresponding movement 
of American exports, but many other factors besides exchange 
depreciation may have assisted in that result. 

The effect of currency instability upon all trade is quite an- 
other matter. It is unquestionably harmful. The uncertainty, 


United States Shipping Board, op. cit. 


CONGRESSIONAL RECORD—SENATE 


3303 


dislocations, and coun restrictions flowing from ex- 
change depreciation can do widespread damage. Moreover, the 
depreciation may injure. specific activities with serious results, 
even though the injury does not appear in general statistics. 
There is every reason for hoping that Great Britain will return 
to the gold standard at the earliest possible moment. But her 
own gains therefrom might well be as great as any other country’s. 


Mr. COSTIGAN. Mr. President, I ask that portions of 
an article of the United States Daily of January 19, 1933, be 
likewise included. The article directs attention to the 
definite, well-recognized recession in world commerce, and 
gives comments of the then Secretary of Commerce on the 
relation of that recession to depreciated currencies. I sub- 
mit that the official views there presented justify the posi- 
tion which I trust the Senate will affirm—that there is no 
present persuasive reason for supporting the amendment of 
the Senator from West Virginia. 

The PRESIDING OFFICER. Is there objection to the 
request of the Senator from Colorado? 

There ‘being no objection, the matter was ordered to be 
printed in the Recorp, as follows: 


VALUE or TRADE ABROAD RECEDES To 1905 Lrve.s—Exports SHOWED 
DECLINE or ONE TAmD Last YEAR, Sars DEPARTMENT OF COM- 
MERCE IN. PRELIMINARY ANALYSIS—Drop or $767,000,000 RECORDED 
For ImporTs—Errect or FOREIGN COMPETITION ON DOMESTIC 
INDUSTRIES DUE TO CURRENCY DEPRECIATION DISCUSSED BY MR. 
CHAPIN 


The foreign trade of the United States totaled approximately 
$3,000,000,000 in 1932, the lowest dollar valuation since 1905, 
according to preliminary figures for 1932 issued January 18 by 
the Department of Commerce. The total of exports was $1,617,- 
877.000. 

Exports during 1932 were $806,412,000 less than in 1931, and 
imports were- $767,900,000 less, according to the Department. In 
spite of this large decrease in value of both exports and imports, 
it is incorrect to form the opinion that the foreign business of 
the United States has now reached negligible proportions, Secre- 
tary of Commerce Roy D. Chapin said in a prepared statement 
commenting on the trade figures. 


DEPRECIATED CURRENCY 


Mr. Chapin stated orally also in commenting on the import 
figures for 1932 that thus far only certain industries appear to be 
in danger of losing certain of their domestic markets to foreign 
competitors because of conditions of depreciated currency. We 
will find out this year,” said Mr. Chapin, “ whether the lines along 
which the Tariff Commission operates will take care of extreme 
cases of foreign competition with domestic producers.” PF 

Exports fell from $139,382,000 in November to $136,000,000 in 
December, to the Department. Imports decreased from 
$104,466,000 in November to $97,000,000. 

COMMERCE IN GOLD 


of gold for 1932 were $809,528,000, as compared with 
$466,794,000 in 1931, according to the Department’s figures. Im- 
ports of gold were $364,315,000 during 1932, as compared with 
$612,119,000 worth of gold imported in 1931. 

Exports of silver for 1932 were $13,850,000, as compared with 
exports in 1931 of $26,485,000, according to the Department. Im- 
ports of silver decreased from $28,664,000 in 1931 to $19,650,000 
in 1932. 

The statement issued by Secretary Chapin concerning the foreign 
trade of the United States for 1982 follows in full text: 


SIGNIFICANCE OF TRADE 


“Our monthly statement for December shows the values of our 
imports and exports for December and for the calendar year 1932. 
These figures seem worthy of special comment. 

“ There is a generally mistaken impression about the significance 
of our commercial relations with foreign countries because of the 
steady decline in foreign trade due to the world-wide depression. 
For this reason I have gathered a few facts and figures which I 
believe to be of considerable importance at this time in analyzing 
our foreign trade for the year from the standpoint of what it 
means to the average citizen at its present very low level. 

“At a figure approximating $3,000,000,000, the total foreign trade 
of the United States during 1932 records the lowest dollar valua- 
tion since 1905. The figures covering exports only, namely $1,617,- 
877,000, are also the lowest on record since 1905. 

“Statistical evidence of this kind emphasizing greatly dimin- 
ished foreign shipments, unless balanced by other factors, is likely 
to create distorted opinion and to add to the impression which 
seems to be prevalent in some circles that our foreign business has 
now reached the point of negligible consequence. 

“One of the most important things we need in the United 
States today is more jobs for more people, and above all else we 
need to keep the jobs we now have. 

PRESENT VOLUME OF TRADE OF CONSIDERABLE IMPORTANCE 

“Exports of $1,617,877,000 may appear small c with the 
figures of 1928 and 1929, but after all something over $1,500,000,000 
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3 of business, particularly during these times, is not to be 
ored. 

Let us see what this means in actual jobs for our people. 

„According to conservative estimates our exports in 1932 provided 
at least 2,000,000 American workers with employment, out of a 
total of approximately 18,000,000 persons at work last year pro- 
ducing goods capable of being exported. 

“In addition there were about 1,250,000 persons engaged in activi- 
ties supplying the daily needs of those directly employed. 

“The two foregoing estimates do not include the number en- 
gaged in the clerical and mercantile phases of the export business 
proper in warehousing, ocean shipping, banking, insurance, and 
related industries. 

“Reviewing the export status during 1932 of a few prominent 
indusiries, it is rather surprising to note that the proportion of 
our total lumber production which was exported last year is the 
highest since records were first compiled in 1869. Last year the 
lumber industry exported approximately 1,300,000,000 board feet. 


LARGE SHIPMENTS ABROAD OF MOTOR OILS 


“ Despite the severe curtailment of purchasing power abroad our 
automobile industry exported about $80,000,000 worth of cars and 
parts last year, or about 11½ percent of its total output. 

“Over 50 percent of our entire cotton crop was exported last 
year, representing about 9,000,000 bales. 

“We also exported during 1932, 27 percent of our leaf tobacco, 
and about 9 percent of our apples. We sold to foreign countries 
15 percent of our wheat crop, 24 percent of our lard production, 
and about 7½ percent of our salmon pack. 

“Exports of motor fuel accounted for 9 percent of production 
and exports of lubricating oils 30 percent of production. 

“As recently as last summer, export for machine tools repre- 
sented 58 percent of the total orders on hand. 

DISTRIBUTION OF BENEFITS OF FOREIGN COMMERCE 

“The records of the Department show that every State in the 
Union contributed substantially to the foreign trade total of the 
Nation, and that export business means jobs to practically every 
community in this country. 

* . . . Ld . s 


“A review of the foreign trade of the United States with that of 


other leading countries indicates that the foreign business of all 
nations has fared much the same. Comparing the first 9 months 
of 1932 with the corresponding period of 1931, total exports from 
the United Kingdom declined 33 percent; exports from Germany, 
89 percent; France, 38 percent; Denmark, 39 percent; Sweden, 42 
percent; Japan, 35 percent; Canada, 30 percent; Netherlands, 39 
percent; Italy, 35 percent. Between the two periods, the value of 
United States exports fell off 36 percent. 


PROSPERITY TIED UP WITH VOLUME OF EXPORTS 


“If we can ship more goods abroad, it means much to American 
employment and prosperity. 

“In spite of curtailed appropriations, the American business man 
still has at his the best equipped and most effective for- 
eign trade promotion service in the world. 

“The policies that our Government adopts should take into con- 
sideration proper protection of home markets, and, at the same 
time, a consideration of the vital importance to us of our exports 
which mean so much in employment and well-being for our 
workers. 

“Total values (in thousands of dollars) of exports and imports 
of the United States (preliminary figures for 1932 corrected to 
January 17, 1933)“: 


Merchandise: 


ern —$30%, 412 
2 — —767, 970 
Excess of exports . 39,000 | 30,297 | 295, 212] 333,654 /............ 
— 
Gold: 

Exports.__..-...-.. 405, 794 +242, 734 
Imports 612, 119 —247, 804 
eren ewes SIRA E MLO lea . 
Excess ol Imports. 101,850] 56. 858 145,825 
pa 

Silver: 
Exports —12. 635 
dente... —9, 014 
Dr e Yee AS 
Excess of im ports Eo, 9288004 ne 


Mr. HATFIELD. Mr. President, the argument presented 
by the able Senator from Colorado [Mr. Costican], of course, 
is that of one who is convinced that the United States should 
operate upon a low-tariff basis, upon a tariff for revenue, if 


you please. I would welcome the day when we could, with 
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justice to American labor, with justice to American indus- 
try, operate upon that kind of a basis, but that is not possible 
until Europe and Asia are willing to bring the standard of 
living, the standard of wage, and the standard of opportunity 
up to a parity and maintain them there with the ever- 
increasing standards of the wage earners in America. 

In the world, as constituted today, there are now four 
great self-sufficing economic areas. One of these is the 3,- 
000,000 square miles comprising the Republic of the United 
States of America, to us the fairest land on earth; the 
second is that vast domain stretching across the roof of 
the world from the Atlantic to the Pacific, the 8,000,000 
square miles occupied by the Union of Soviet Socialist Re- 
publics; the third is the great British Empire, occupying 
13,000,000 square miles, or one fourth of the habitable area 
of the whole terrestrial globe; the fourth great trade area, 
and by far the greatest in civilized population, is continental 
Europe. 

With the single exception of Europe, each one of these 
huge self-sufficing economic and political areas now is dedi- 
cated to the policy of free trade within and tariff protection 
from without. 

What an object lesson was the recent imperial trade con- 
ference in Ottawa, when the duly designated delegates of the 
British Commonwealth of Nations scuttled their historic 
policy and embraced “imperial preference”, which is but 
another name for free trade within and protection from 
without. 

Upon what does the great Empire of Soviet Russia, grop- 
ing her way to industrial freedom, stake her destiny? Free 
trade within and protection from without. 

What single thing was it which enabled our own great 
Nation to rise in the short space of 150 years to a position 
of industrial supremacy that has amazed the world? That 
wise provision, placed by our forefathers in the very bed- 
rock of the Constitution, namely, that there shall be no 
tariffs between the States. 

One is naturally reluctant to advance or approve a step 
which essentially must spring from the initiative of govern- 
ments other than his own. 

But the light of these illustrious and time-tried examples 
I make bold to suggest to the harried statesmen of conti- 
nental Europe that they do now adopt and take up as their 
own the selfsame principle that has made us great, the self- 
same principle to which the British Empire now turns in her 
hour of need, the selfsame principle to which Russia intrusts 
her future, namely, free trade within and protection, where 
needful, from without. 

Let us see the picture whole. The organization and the 
establishment of a continental tariff union in no wise need 
impair the sovereignty of a single member. When the 
Thirteen Original Colonies of this Nation, under the pressure 
of dire necessity, sought to federate, they were a group of 
thoroughly independent little sovereigns—with a background 
of conflicting social, political, religious, and economic ambi- 
tions that they had brought over here from Europe. 

Napoleon undertook to make it possible for the Continent 
of Europe to be controlled under one flag, with one coin run- 
ning the length and breadth of that great Continent, but he 
failed upon the field at Waterloo and passed into history. 
From that time down to the present we have a conglomera- 
tion of little nations—before the World War numbering 18, 
now some 30—with tariff walls surrounding them, so that 
none can exist with a feeling of contentment, but there is 
wrangling almost every day at their back and front doors. 
We wonder why this conglomeration of humanity, number- 
ing scmething over 400,000,000 people, cannot see the error 
of their way and commit themselves to the principles of free 
trade within and protection from without. 

The greatest trade center of the world today is the 
United States of America, because of free trade within the 
48 States and ample protection from without, when we 
do not have depreciated currency in other nations to con- 
tend with. If the same condition could be brought about 


1933 


on the Continent of Europe with their 400,000,000 people, 
they would even outstrip in progress, in social achievement, 
in economic advantages the United States of America be- 
cause of their population. 

Mr. President, I present this amendment, not because 
I believe in an embargo, but due to the fact that there 
exist in Europe turmoil and distress, and any understand- 
ing or tariff agreement we may enter upon with her she 
will not accept until she has the advantage. A “reciprocal” 
tariff means the barter and exchange of goods with for- 
eign nations on a basis of reciprocity. It means the sur- 
Tender of our economic sovereignty. It means giving to 
other nations the right to say what we shall buy and sell. 
It could well mean prosperity in one section and destruc- 
tion in another. For that reason I find myself in har- 
mony, as I have said at least twice from this desk, with 
Dean Donham, of the Harvard Business School. I think 
that we should begin at home. I think that we should 
extend a helping hand to Europe, economically and other- 
wise, when it does not infringe on or conflict with our own 
best interests and the interests of the wage workers in the 
United States, but I believe that charity should begin at 
home; and I say to this body that the greatest trade cen- 
ter in the world, which is the envy of all the nations of 
the world, which is sought by all the nations of the world, 
is in the United States of America, and I say to this body 
that our average tariff rate is 16.4 percent and the de- 
preciation of the world currency is 39 percent. That dis- 
tinguished American who hailed from the Lone Star State 
and who graced this body many years, Senator Bailey, said 
he considered that when any tariff rate was lower than 20 
percent, that it was a tariff for revenue only. 

Mr. President, my convictions today, because of the condi- 
tions which exist in Europe, because of the conditions which 
exist in Asia, are that our industries whose products are on 
the free list are practically destroyed, and the 3343 percent 
which receive protection are operating only 20 to 30 percent 
of the time. The easiest way, the quickest way, the surest 
way to bring relief is to give to the Tariff Commission and, 
through the recommendations of that Commission, to the 
Chief Executive of this Nation power again to bring to 
American industry that confidence and that protection which 
it does not possess today. 

We can hardly find responsible industrial owners of 
property who will not say, on their oath, that if they had 
this protection, that if they had this assurance that the 
depreciation of cheap money would not operate against them, 
they could start up the mills and the mines of the United 
States; they could go forward and employ labor; and they 
could store in the empty supply houses supplies which would 
enable them to sell when the demand was made, instead of 
living from hand to mouth and manufacturing from day to 
day, running anywhere from 15 to 20 percent of the time. 

The purpose of my amendment, as I have repeatedly said 
on this floor, is not to increase a single tariff rate; it is 
simply to lodge with the Tariff Commission the power and 
the privilege of protecting American labor and American 
industry when we take our leave and go home, where we will 
remain for at least 6 months unless called back by some 
exigency that will be tremendously important, to deal with 
some problem which may develop between the time of ad- 
journment and the time of our natural and lawful return to 
this body. 

I have said all I feel I should say. I addressed the Senate 
a few days ago upon this subject, and I have addressed it 
again, giving my convictions. They are from the heart. 
They stand for Americanism, they stand for the American 
wage earner, they stand for giving preference or protection 
and assurance to American industry. 

Mr. President, I offer the amendment. If it is accepted 
I shall feel glad. If it is defeated it will not be my fault. 

The PRESIDING OFFICER. The question is on agreeing 
to the amendment offered by the Senator from West Vir- 
ginia [Mr. HATFIELD]. 
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Mr. HATFIELD. I ask for the yeas and nays. 

The yeas and nays were ordered. 

Mr. KING. I suggest the absence of a quorum. 

The PRESIDING OFFICER. The clerk will call the roll. 

The legislative clerk called the roll, and the following 
Senators answered to their names: 


Logan 
Ashurst Dieterich Lonergan Sheppard 
Austin Dill Long Shipstead 
Bachman Duffy McAdoo Smith 
Bailey Erickson Steiwer 
Barbour Fess McGill Stephens 
Barkley Fletcher McKellar Thomas, Okla. 
Black Frazier McNary Thomas, Utah 
George Metcalf wnsend 
Bulow Goidsborough Murphy 
Byrd Gore Neely 
Hale Nye Vandenberg 
Capper Harrison Van Nuys 
y Hatfield Pope Walsh 
Coolidge Hayden Wheeler 
ynolds White 
Couzens Kendrick Robinson, Ark. 
Keyes Robinson, Ind. 
Dale Russell 


Mr. LEWIS. I desire to state that the Senator from 
Washington [Mr. Bone] is necessarily detained on official 
business. 

The PRESIDING OFFICER. Seventy-three Senators have 
answered to their names. A quorum is present. 

Mr. HATFIELD. Mr. President, I have received appeals 
from a number of industries which seek the protection 
which the adoption of my amendment would afford. I have 
a list of these industries before me and ask that it may 
be printed in the Recorp at this point. 

There being no objection, the list was ordered to be 
printed in the Recorp, as follows: 

Paper; pulp; lumber; plywood; canning; packing; steel; shoe; 
brick; wool; rubber; rubber footwear; glass; pig iron; wire; fiber 
brush; zinc; portland cement; electric-light bulbs; toys; water- 
color paints; oil and fat producers; fish industry—tuna, salmon, 
sardine, halibut; agricultural and forest products; pottery; raw 
glass blanks; textiles; chemicals; d 

Mr. BORAH. Mr. President, I peT to ask the Senator 
from West Virginia offering this amendment a question. As 
I understand, the amendment has for its objective protecting 
industries of the United States against the advantages which 
are supposed to be given to foreign nations which are now 
operating on a cheap-currency basis. The question which 
presents itself to me is this: How can we remedy that sit- 
uation by tariff legislation? How can we accommodate the 
tariff schedules to the constant change which may take 
place in cheap-currency countries with reference to the 
currency which they are using? 

Mr. HATFIELD. We may do so by placing on imported 
commodities a surtax, representing the difference in cost 
of production at home and abroad. That would be the 
policy which is provided for under my amendment. 

Mr. BORAH. Exactly; but we establish a certain tariff 
rate, which is supposed to be in harmony with the situation 
as we see it now, and a week from today or a month from 
today the currency basis is entirely changed and the situa- 
tion is altered, so that we may be at the same disadvantage, 
so far as tariff rates are concerned, as we were before the 
rates were increased. 

Mr. HATFIELD. That is very true, Mr. President, but 
if the able Senator from Idaho can suggest a more stable 
method than the one which I have suggested I shall whole- 
heartedly support it. 

Mr. BORAH. I am in entire sympathy with what the 
Senator from West Virginia seeks to accomplish—that is, to 
protect our industries against the effect of the cheap cur- 
rencies in foreign countries—but I do not see how it is 
possible to do that except by arranging a stabilization of 
the currency itself through an agreement between nations. 
If I could see any hope of accomplishing it through the 
tariff, I certainly would want to accomplish it in that way. 
I readily concede the advantage in trade which the cheap- 
currency countries have. I cannot agree with those who 
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insist the advantage is of little consequence. But I do not 
believe we can meet the situation through tariff legislation. 

Mr, HATFIELD. Mr. President, in the absence of being 
able to bring about a stabilization of currencies, of course 
some other method will necessarily have to be adopted if 
we are to continue to exist as a nation. I agree with the 
able Senator that if we could bring about a stabilization 
of monetary systems throughout the world that would be the 
solution; it would be a basis upon which we could figure the 
cost of production at home and abroad, based upon the 
standard of wage paid to labor in other countries; but as 
we have no such basis upon which to compute the differ- 
ence, then, of course, we simply delve in the field of specu- 
lation more or less trying to find a remedy to meet the 
symptoms of the condition instead of applying a direct 
remedy to cure the basic ills, and the only one that is avail- 
able is the one that I have suggested, which has been adopted 
in principle by every other nation on and off the gold stand- 
ard, our own United States standing alone receiving the 
onslaughts from all nations since September 1931. 

Mr. REED. Mr. President, will the Senator from West 
Virginia permit a question? 

Mr. HATFIELD, I have not the floor. 

Mr. BORAH. I yield to the Senator from Pennsylvania. 

Mr. REED. I should like to ask the Senator from Idaho 
whether it is not a fact that at the present time most of the 
countries competing with us have adopted just this method 
of protecting themselves against depreciated currencies? 

Mr. BORAH. I do not know to what extent they have 
adopted this practice, but what I am saying is that, whether 
they have adopted it or not, I do not see how it is possible 
to work effectively in this manner to accomplish that which 
we desire to accomplish. A month from now the currency 
situation may be so changed that the tariff rates will be no 
more effective for our protection than they were before we 
increased them. 

Mr. REED. I grant all that, and I agree with the Senator 
that the stabilization of the money of the world is the best 
cure for the condition which we desire to correct, but all 
other countries are using the method now suggested by the 
Senator from West Virginia. Only this week France put in 
effect a special tariff against us because we had gone off the 
gold standard. 

Mr. BORAH. And only last week Great Britain increased 
her exchange fund about treble, the purpose of which is to 
enable Great Britain to beat down the pound, if necessary, 
and to increase the price of the dollar, if necessary, in order 
to take advantage of the situation which we are trying to 
cure by a tariff; and she could effectuate her purpose a 
month from now just as effectively on the basis which we 
would establish today as she does upon the basis which now 
exists. 

Mr. REED. That is true: but the Senator from West Vir- 
ginia is offering us a weapon to meet Great Britain, whereas 
we are now defenseless against such tactics. 

Mr, HATFIELD. Mr. President, will the Senator yield? 

Mr. BORAH. I yield. 

Mr. HATFIELD. I may say, for the information of the 
Senator, that of course I recognize that the amendment 
which I offer is only temporary, but if vigorously, enthusi- 
astically, and patriotically used it will be tremendously ef- 
fectual as it has been in the hands of the European and 
Asiatic countries. However, I feel that we should do some- 
thing that would at least give us a weapon that would put 
us on a parity as against the policy that has long since been 
adopted by countries of Europe and Asia; that we ought 
not to deprive American industry and the American labor- 
ing man of whatever protection this kind of legislation 
would give to them and which at the same time would sta- 
bilize industry and establish a confidence that is not pos- 
sessed at the present time. 

Mr. BORAH. Mr. President, we are within less than a 
month, or about a month, of the convening of the World 
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Economic Conference which is to deal with the subject of 
the stabilization of currencies and also with the subject of 
tariffs. It occurs to me that a very unfortunate prepara- 
tion is being made for that conference. Great Britain has 
been completing tariff treaties just as rapidly as possible, 
and those tariff treaties do not seem to be subject to change 
by the World Economic Conference. If we proceed along 
the same line, Mr. President, I can see no possible result 
from the Economic Conference except a complete break- 
down so far as the stabilization of currencies and of tariffs 
is concerned. In other words, up to the very hour when 
the Conference is called, we are doing that which makes 
it impossible to work out a solution of either one of these 
problems at the Economic Conference. 

Mr. HATFIELD. Mr. President, will the Senator yield? 

Mr. BORAH. I yield. 

Mr. HATFIELD. I may say to the Senator that this pro- 
posal, if adopted, will not be compulsory, but it will simply 
be left in the hands of the Tariff Commission, so that they 
may invoke it in case they find no other remedy for the 
condition in the absence of Congress, which will extend over 
a 6-month period. 

Mr. BORAH. Well, Mr. President, that is another phase 
of the controversy which I did not intend to discuss; but 
the granting of power to the Tariff Commission to exercise 
its judgment not only with reference to world conditions but 
with reference to the legislation which is necessary in order 
to meet such conditions seems to me a delegation of power 
which we ought to hesitate before we give. It is true that 
we have been rather liberal in granting power during the last 
few weeks, but I myself have not accepted the doctrine that 
we ought to delegate our legislative power with reference to 
the making of tariffs. I do not want to be committed to 
such doctrine. I would not grant legislative power to the 
Tariff Commission or any other executive or administrative 
agency. 

Mr. KEAN. Mr. President, will the Senator yield? 

The PRESIDING OFFICER. Does the Senator from 
Idaho yield to the Senator from New Jersey? 

Mr. BORAH. I yield. 

Mr. KEAN. I should like to ask the Senator whether it is 
not true that Great Britain, Belgium, France, and other 
foreign countries have put up and are putting up their 
tariffs and are levying extra tariffs against America, so that 
when it comes to the international conference they may 
say, “ We will sacrifice this; we will sacrifice that; and we 
will sacrifice the other thing ”, whereas in reality it will be 
only taking off what they have just added. 

Mr. BORAH. And we are putting on something so that 
we may be able to say, “ We will sacrifice that.” 

Mr. KEAN. We should like to be even with them when it 
comes to trading. 

SEVERAL Senators. Vote! 

The PRESIDING OFFICER. The question recurs upon 
the amendment offered by the Senator from West Virginia 
[Mr. HATFIELD], on which the yeas and nays have been 
ordered. The clerk will call the roll. 

The legislative clerk proceeded to call the roll. 

Mr. AUSTIN (when his name was called). I have a gen- 
eral pair with the senior Senator from Virginia [Mr. Grass], 
who is necessarily detained from the Senate. I therefore 
withhold my vote. If permitted to vote, I should vote “ yea.” 

Mr. BULOW (when his name was called). I have a gen- 
eral pair with the Senator from Connecticut [Mr. WALCOTT], 
who is necessarily absent. In his absence I withhold my 
vote. If the Senator from Connecticut [Mr. Warcorril were 
present, he would vote “yea.” If I were permitted to vote, 
I would vote “nay.” 

Mr. DALE (when his name was called). I have a pair 
with the junior Senator from California [Mr. McApool. 
Having been informed that he would vote as I shall vote, I 
am at liberty to vote. I vote “yea.” 

Mr. LOGAN (when his name was called). I have a gen- 
eral pair with the junior Senator from Pennsylvania [Mr. 
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Davis], who is necessarily absent. I transfer that pair to 
the senior Senator from Nevada [Mr. Prrrman] and vote 
“ nay.” 

Mr. PATTERSON (when his name was called). I have a 
general pair with the junior Senator from New York [Mr. 
Wacner]i, who is temporarily absent from the Chamber. I 
am informed that if he were present he would vote “nay.” 
If permitted to vote, I would vote “ yea.” 

The roll call was concluded. 

Mr. FESS. I was requested to announce that the Sena- 
tor from Delaware [Mr. Hastrncs] is paired with the Sena- 


tor from New York [Mr. Copg.anp], and that the Senator a 


from Rhode Island [Mr. HEBERT] is paired with the Senator 
from Illinois [Mr. Lewis]. I am advised that if present 
Senators Hastincs and HEBERT would vote yea”, and Sen- 
ators CopELAND and Lewis would vote “nay.” 

Mr. KENDRICK. I desire to announce that the junior 
Senator from Washington [Mr. Bone], the Senator from 
New York [Mr. Wacner], the Senator from Nevada [Mr. 
Pittman], and the Senator from Ilinois [Mr. Lewis] are 
necessarily detained on official business. 

The result was announced—yeas 27, nays 51, as follows: 


YEAS—27 
Barbour Fletcher Long Schall 
Capper McAdoo 
Carey Goldsborough McNary Steiwer 
Dale e Metcalf 
Dickinson Hatfield Nye Vandenberg 
Dill Kean Reed White 
Fess Keyes Robinson, Ind. 
NAYS—51 
Adams Caraway Hayden Robinson, Ark. 
Ashurst Clark Kendrick Russell 
Bachman Connally King Sheppard 
Bailey Coolidge Logan Smith 
Bankhead Costigan Lonergan Stephens 
Barkley Couzens Thomas, Okla. 
Black Cutting McGill Thomas, Utah 
Borah Dieterich McKellar 
Bratton Duffy Murphy 
Brown. Erickson Neely Van Nuys 
Bulkley George Overton Walsh 
Byrd Gore Wheeler 
Byrnes Harrison Reynolds 
NOT VOTING—17 
Austin Glass Wagner 
Bone Hastings Norbeck Walcott 
Bulow Hebert orris 
J Patterson 
Davis La Follette ttman 


So Mr. HArrIEIn's amendment was rejected. 

Mr. GORE. Mr. President, I gave notice on yesterday 
that I would offer an amendment, which I then asked to 
have printed and lie on the table. I now offer the amend- 
ment and ask for its adoption. 

The PRESIDING OFFICER. The clerk will report the 
amendment for the information of the Senate. 

The LEGISLATIVE CLERK. The Senator from Oklahoma 
proposes at the proper place in the bill to insert the follow- 
ing language: 

That it shall be unlawful for any person to ship or transport, 
or to deliver to another for shipment or transportation, or to 
receive for shipment or transportation, by rail, pipe line, truck, or 
any other means of conveyance from any State, Territory, or Dis- 
trict of the United States to any other State, Territory, or District 
of the United States, or to a foreign country, any crude petroleum, 


y 
State, Territory, or District of the United States, with the knowl- 
edge that such crude petroleum was produced in violation of any 
law, or any regulation or order of any board, commission, officer, 
or other duly authorized agency, of the State, Territory, or Dis- 
trict of its production. 

Sec. 2. No person shall receive any crude petroleum for ship- 
ment or transportation from a State, Territory, or District in the 
United States in which there is a law or laws pertaining to the 
conservation of crude petroleum or the prevention of waste in 
the production thereof, to any other State, Territory, or District 
of the United States, unless the shipper shall furnish an affidavit 
to the effect that no part of such crude petroleum was produced 
in violation of any law or any 


n, 
Territory, or District of its production. Such ‘afidavit shall other- 
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wise be in such form as may be prescribed by authority of the 
State in which such petroleum is produced or tendered for trans- 
portation and shall be subject to inspection upon request of such 
State authority: however, That common carriers by 
railroad may receive from other common carriers by railroad for 
such transportation and may transport any crude petroleum with- 
out requiring such affidavit. 

Src. 3. Any individual who violates any of the provisions of this 
act, or who makes any faise statement in any affidavit required 
by section 2 of this act, and any officer or agent of a corporation 
who participates in any violation of this act —. such corporation, 
shall be fined not less than $1,000 nor more than $5,000, and im- 
prisoned not less than 1 year nor more than 5 years. Any corpora- 
tion which violates any of the provisions of this act shall be sub- 
to a fine of not less than $1,000 and not more than $10,000. 
Each violation of this act shall constitute a separate offense. 


Mr. GORE. Mr. President, it is my hope that the amend- 
ment may be agreed to and at least go to conference. 

Mr. HARRISON. Mr. President, this is an amendment 
that seems to be of a great deal of importance and one 
around which much controversy has raged. I do not know 
whether it presents the united views of those interested in 
the matter. I know that I have given no study to the ques- 
tion. I really do not know much about it except as I gath- 
ered its import from hearing it read at the desk. I think 
the Senator from Oklahoma ought to make some explana- 
tion of the proposal. I know Senators from various States 
have been very much interested in it. I had been in hope 
that any matter of such importance might be considered by 
the committee. However, the committee has not given any 
consideration to it. I ask the Senator from Oklahoma if 
he will make a brief explanation of the purpose of the 
amendment? 

Mr. GORE. Mr. President, I will submit one or two ob- 
servations in regard to the purpose and object of the amend- 
ment. I do not think it in itself is controversial. It is true 
that a number of controversies exist in the oil fraternities, 
as to the best solution of their various problems, but it has 
been my understanding that practically all groups of the 
industry are agreed upon this particular proposal. They are 
willing to go this far, as I understand their sentiments. 
Some desire to go further. Some are not willing to go 
further. This appeared to me to be a sort of locus of points 
where there might be an agreement of views and possibility 
of action. 

The amendment is substantially in the form of House bill 
5010. That bill was introduced in the Congress by Repre- 
sentative MARLAND, of my State. Perhaps no man in Con- 
gress or out is more familiar with the oil industry and with 
its problems, or better fitted to aid in a solution of these 
difficult problems. The House Committee on Interstate 
Commerce had hearings on the Marland bill. I will have 
one sentence read from the hearings, from the statement of 
Mr. Russell Brown, who is secretary of the Independent Oil 
Producers’ Association. He speaks for that group authori- 
tatively, and it happens that other groups, according to my 
understanding, share his views upon this point and with 
reference to this proposal. 

The PRESIDING OFFICER. The Clerk will read, as 
requested. 

The Chief Clerk read as follows: 

We believe the enactment of the measure before this com- 
mittee is right, proper, and of vital necessity not merely to the 
petroleum industry, but also to the general economic well-being 
of the whole Nation. 5 

Mr. GORE. Mr. President, Mr. Brown, who gave expres- 
sion to those views, is the secretary of the Independent Oil 
Producers’ Association. The bill to which he referred was 
the Marland bill, to which I have just made reference. I 
will say to the Senate that the pending amendment pro- 
poses to do one thing, and one thing only: It proposes to 
prohibit the shipment in interstate commerce of contraband 
oil, or of bootleg oil. 

As everybody knows, the oil industry is distressed. Like 
all other industries it is in deep distress. It has been mak- 
ing a strenuous effort to solve its own problems and to save 
its own life. In order to do that, a number of the leading 
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oil States have enacted laws to prorate production, to re- 
strict and control the production of crude petroleum. This 
amendment provides that when oil is produced in Oklahoma 
in violation of the laws of that State, it shall not be shipped 
in interstate commerce. 

That is what this amendment proposes. That is all this 
amendment proposes. It simply reinforces the police laws 
of Oklahoma and of Texas and of other oil States—laws 
passed in an effort to conserve for the future this wasting 
resource, and to give the industry itself a chance to catch 
its breath, to revive, and to ride out this storm. It simply 
prohibits the interstate shipment of contraband oil—merely 
that and nothing more. 

Mr. KING. Mr. President, will the Senator yield? 

The PRESIDING OFFICER (Mr. Murpuy in the chair). 
Does the Senator from Oklahoma yield to the Senator from 
Utah? 

Mr. GORE. Yes, sir. 

Mr. KING. I have been interested during the past 2 or 3 
years in noticing the very strong movements now and then 
originated, and carried forward with more or less success, 
to establish monopoly in the oil industry. A meeting was 
held a year or so ago at Denver, Colo., to which Mr. Hoover 
sent a representative, to try to effectuate an agreement 
among all the oil producers and, as it was called, “ to stabi- 
lize prices ”; but the object was, as I interpreted the meeting 
and interpreted the statements made regarding it, to weld 
the oil producers into a compact mass, to fix prices, to give 
them monopolistic control not only of the crude oil but of 
all of the commodities or products that flow from the 
utilization of the oil in all of its elements. Is not this 
amendment in harmony with that movement, and will it 
not tend to establish an oil monopoly in the United States? 

Mr. GORE. Mr. President, I remember the meeting to 
which the Senator refers. I do not think this amendment 
would contribute to the accomplishment of the result which 
he describes, assuming that such was the object of that 
meeting. On the other hand, Mr. President, something of 
this kind is essential to protect the independent oil pro- 
ducers against the power of the oil monopoly, or what once 
constituted an oil monopoly, and to revive which, may be the 
purpose of some of the oil companies today. 

The independent oil concerns which are not integrated, to 
use the trade phrase—that is, those who are engaged in 
production alone, do not own refineries and do not own 
pipe lines—haye, as everybody knows, been in a desperate 
struggle for existence against the larger concerns which not 
only own production but own refineries, own pipe lines, and 
own filling stations. Anyone, even those not familiar with 
the industry, can see the unfair competition that would 
exist between companies so differently situated as I have 
described. 

The testimony read a moment ago was from Mr. Russell 
Brown, the secretary of the Independent Oil Producers’ As- 
sociation. He expresses the view that this legislation is es- 
sential to the survival of the industry itself, and particu- 
larly, I will say, the independent branch of the industry. 
This amendment is intended as a sort of storm cellar to 
enable the independent concerns and the smaller concerns to 
have some sort of refuge and protection while the storm is 
raging, and to protect them afterward against the stronger 
concerns which are integrated. 

Mr. KING. Mr. President, will the Senator yield further? 

The PRESIDING OFFICER. Does the Senator from Ok- 
Jahoma further yield to the Senator from Utah? 

Mr, GORE. Yes, sir. 

Mr. KING. The Senator, as I understood him, stated a 
moment ago that there was, or had been, an oil monopoly. 

Mr. GORE. It was dissolved. I referred then to the 
Standard Oil Co., which was dissolved by the Supreme Court, 
I have often said it, made me think of one of the fabulous 
“joint snakes ”, in that it seemed to have found ways and 
means to reunite itself, or at least to unite its power, if not 
its corporate 
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Mr. KING. I will ask the Senator if it is not a fact that 
the independent oil operators and producers in nearly every 
State have associated themselves with the so-called “big 
interests ”, the Standard Oil Co. and those other large in- 
terests, and charge the same prices either for the crude 
product or for the finished product, if I may use that ex- 
pression, as is charged by the so-called “big companies.” 
It seems to me they have gone hand in hand, and that there 
has been an oil monopoly; but, of course, the big producers 
as well as the small producers have found a limited market 
in view of the depression, just as all industries have ex- 
perienced a limited market in the sale of the commodities 
which they were producing. 

Mr. GORE. Mr. President, I may say that there are two 
groups of independent oil concerns, One of the groups does 
not own refineries or pipe lines. Its members are not in 
the market for the purchase of crude petroleum. There- 
fore they do not compete either with the Standard or mo- 
nopolistic group or with the other group of independents; 
and not owning refineries, they have no finished product to 
market. There are a few independent concerns which own 
refineries and have striven to maintain a more or less haz- 
ardous existence in competition with the old or so-called 
“Standard ” concerns. I think the Senator is right. I think 
as a rule they pay the same price as the Standard for crude 
petroleum. 

For instance, in the olden days the Prairie Oil & Gas Co. 
posted the price in Oklahoma, and all the other concerns, 
Standard and independent, as a rule followed that price. 
They could not obtain the crude petroleum for less than the 
Prairie Oil & Gas Co. was paying, and there was no reason 
why they should pay more if they could obtain it at that 
price. I think that is no reflection on the independents. 
They were more or less helpless in the matter of price 
making. They did follow the price fixed and posted by the 
Prairie Oil & Gas Co. 

Mr. BARKLEY. Mr. President, will the Senator yield? 

The PRESIDING OFFICER. Does the Senator from Okla- 
homa yield to the Senator from Kentucky? 

Mr. GORE. Yes. 

Mr. BARKLEY. This amendment proposes to deny the 
channels of interstate commerce to any oil produced in any 
State in violation of any law, regulation, or order issued by 
any commission, board, or officer of the State. What are 
some of the regulations, violation of which would deny to 
this oil the right to enter interstate commerce? 

Mr. GORE. Mr. President, referring to the oil industry 
in Oklahoma, for instance, various companies own producing 
acreage in what is known as the “ Oklahoma City oil field.” 
Part of that field is embraced in the corporate limits of 
Oklahoma City. It is one of the greatest oil fields ever 
brought in in any State; perhaps, next to the east Texas 
field, the greatest. The oil concerns, themselves, in an effort 
to protect their lives, have acquiesced in the proration of oil 
in that field, in the curtailment of output, and at times the 
output has been as low as 1 percent of the potential pro- 
duction. Those rules and regulations have been sanctioned 
by the Oklahoma Corporation Commission. 

Mr. BARKLEY. Have they been passed on by any court? 

Mr. GORE. Yes, sir. The matter came to the Supreme 
Court of the United States in the Champlin case, and the 
Supreme Court sustained the power of the State. 

Mr. BARKLEY. I have not read that case. Was it based 
in part upon the voluntary agreement of all those interested 
to abide by certain conditions; or did the case decide that 
without regard to the voluntary consent of anybody the 
State could impose those rules and regulations? 

Mr. GORE. It did not turn on the question of consent, 
because Mr. Champlin challenged the power of the Com- 
mission to adopt and enforce such orders. The Supreme 
Court sustained that power. There has been what is known 
as “hot oil”, however; there have been bootleg concerns 
which have violated those orders; and they have resorted 
to tactics which I would not even care to describe in viola- 


1933 


tion of the rules and regulations, the lawless concerns pro- 
ducing oil, the law-abiding companies obeying the rules and 
regulations, and the bootleggers obtaining an unfair advan- 
tage in that respect. 

When a bootlegging oil company produces oil in violation 
of the laws or the rules and regulations of the State, under 
this amendment that oil is to be treated as contraband, and 
is not to be received in interstate shipment. 

Mr. BARKLEY. Mr. President, will the Senator yield fur- 
ther? 

Mr. GORE. Yes. 

Mr. BARKLEY. I recall that a year or so ago the Gov- 
ernor of Texas or some other State issued an order attempt- 
ing, by executive ukase, to restrict the production of oil. I 
may be mistaken as to the terms, and I may be mistaken 
as to the State; but some governor did that. Whether he 
was doing it in pursuance of a law enacted by the legisla- 
ture, or by virtue of his power as governor, I do not recall; 
but, in either case, that order by the governor affecting the 
production of oil in that State would operate to prevent any 
oil produced in violation of that order from entering into 
interstate commerce under this amendment? 

Mr. GORE. Yes, sir; that is true, if it was a valid order. 
As I recall—the Senator from Texas can correct me—the 
orders were issued by the Railway Commission of Texas, 
and most of those orders issued by the Texas Railway Com- 
mission were held invalid. That is my recollection. 

Mr. BARKLEY. The oil not being within itself deleteri- 
ous or injurious, under what decision of the Supreme Court 
does the Senator contend that this amendment would be 
constitutional? 

Mr. GORE. Mr. President, this proposal—and I go as far 
as the Senator in safeguarding the freedom of interstate 
commerce—merely prohibits the interstate shipment of out- 
law oil, of contraband oil, of oil that was produced by law- 
less companies in violation of the laws of the State which 
protect those concerns. 

Mr. BARKLEY. I do not quite get the force of the word 
* contraband ” in the production of oil. 

Mr. GORE. I use it in a figurative sense. 

Mr, BARKLEY. It is a figurative expression, of course. 

Mr. GORE. I mean oil that is produced in violation of 
the law of the State. 

Mr, BARKLEY. This amendment also says that before 
anybody except a railroad company can receive a shipment 
of oil in interstate commerce he must be furnished by the 
shipper with an affidavit that it has not been produced in 
violation of the law. 

Mr, GORE. Yes, sir. 

Mr. BARKLEY. Why exempt railroad companies? Will 
not the effect of that be to have all oil transported on rail- 
roads? 

Mr. GORE. As I recall, what the Senator has in mind is 
the receiving of this oil by one railroad from another rail- 
road. 

Mr. BARKLEY. No; it does not seem to be limited. 

Mr. GORE. That is the way I read it; the assumption 
being that in the first instance the privilege of the oil to 
enter interstate commerce was determined before the first 
railroad received it. 

Mr, BARKLEY. It may be delimited to receiving it 
from another common carrier. 

Mr. GORE. That is the point, it being assumed, and I 
think properly, that when the first railroad received the 
oil, it was privileged to enter interstate commerce and go 
outside the State. 

Mr. BARKLEY. Of course, a lot of this oil is presented 
to companies for shipment, not by the producer, but by 
somebody who has bought it from the producer. Suppose I 
am engaged in the purchasing of oil from oil wells, to be 
shipped to all parts of the country. Of course, I have no 
personal knowledge about who it was who produced it, or 
whether there was any more produced than was allowed 
under any State quota for any company. I would be un- 
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able then to put that oil on the railroad, or on any other 
transportaticn facility, without making affidavit myself that 
it had not been produced in violation of law. 

Mr. GORE. I think that is so. I think the Senator would 
be put on notice to ascertain whether or not it was out- 
lawed oil or innocent oil. 

Mr. BARKLEY. Could any man, or any group of men, 
not actually producing it, make affidavit that it was not 
so produced? Could any man make affidavit merely on the 
information or advice of somebody else? 

Mr. GORE. I think so. 

Mr. BARKLEY. Would he not have to state that, so far 
as he knew, it had not been produced in violation of law? 

Mr. GORE. It is possible that the affidavit might be 
made upon information and belief; but the way oil is 
handled, through pipe lines, I think the Senator could 
ascertain, because he would either buy from the pipe line, 
or from some company which had used the pipe line, which 
had been under surveillance. Of course, the law would not 
entirely enforce itself. A citizen would be put on notice 
that it was the law ef the land, and would be required to 
exercise at least reasonable diligence in the purchase and 
transportation of oil. 

Mr, BARKLEY. The Senator knows that I am ordi- 
narily sympathetic with his viewpoint on a lot of things. 
This is a rather sudden situation injected here by this 
amendment. Would the Senator have any objection to 
having it referred to the Committee on Finance, in order 
that that committee might give it consideration? 

Mr. GORE. My purpose was to see if it could not go 
to conference. It has been a subject of extensive hearings 
in the House, and I thought it might facilitate some sort 
of action or that action might otherwise be delayed. As 
I understand, practically every phase of the oil industry 
is favorable to this legislation. There is one group of 
independents who desire to go further than this amend- 
ment goes, who desire an embargo against the importa- 
tion of foreign oil. 

Mr. BARKLEY. Aside from all that, I think the broad 
question of the policy of the Government undertaking to 
deny interstate-commerce rights to a commodity because it 
may be produced in violation of some State law is some- 
thing to which Congress ought to give very serious con- 
sideration before embarking upon it, because if we start 
out on that course it means that we will not stop with oil; 
we will have to go the whole length and deny the channels 
of interstate commerce to any product anywhere produced 
in violation of any law of any State. 

Mr. GORE. Mr. President, I am inclined to think that 
the Federal Government is justified in reinforcing a State 
in the application of its police laws; and when a State 
says that a thing shall not be produced within its borders, 
of course the Government does not transcend the limits 
of the Constitution when it joins with the State in an 
effort to enforce that law. The cases which are in the 
Senator’s mind are just the reverse. Where a State law 
declares an article to be innocent and permits its produc- 
tion, if Congress stepped in and attempted, through the 
exercise of the taxing power or some other power, to pro- 
hibit the interstate shipment of commodities and articles 
which under State law were produced entirely innocently, 
that would transcend the Constitution. The Supreme 
Court passed upon that point in the Child Labor cases. I 
sympathize entirely with the Senator’s view in that matter, 
and I share his disposition to exercise great care in inter- 
meddling with interstate commerce. So far as I am con- 
cerned, it is only the outlaw that I would forbid; an outlaw 
under the laws of a State. 

Mr. BARKLEY. I appreciate the Senator’s situation. 
This is a terrifically important problem. It involves a ques- 
tion of constitutional law; it involves a question of policy, 
which Congress has once or twice attempted to embark upon, 
but which the Supreme Court denied it the power to do, 

Mr. GORE. I think it was the reverse, 
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Mr. BARKLEY. It seems to me the question is too im- 
portant to justify us in adopting this amendment on the 
fioor, without the consideration of a committee. I was won- 
dering whether the Senator would not be willing to with- 
draw his amendment and let the Finance Committee take 
it up, or let the Committee on Interstate Commerce take it 
up, and give it the consideration to which it is entitled. 

Mr. GORE. As the Senator knows, the pending bill 
extends the i-cent Federal tax on gasoline. It levies a 
tribute upon the oil industry of about $165,000,000. I think 
the tax is unequal; therefore unjust. It seemed to me that 
if the industry was to be obliged to bear that burden, it was 
not unfair that it should receive some consideration and 
some benefits under this measure. It was to secure such 
advantages to the industry that I offered the amendment. 
Since it was a matter of unanimous agreement, substantially, 
among the oil people, I did not suppose there would be any 
serious objection to it. 

Mr. HARRISON. Mr. President, will the Senator yield? 

Mr. GORE. I yield. 

Mr. HARRISON. I may say that the purposes of the 
amendment appeal to me. I have thought for a very long 
time that the oil people ought to get together upon some 
kind of fair arrangement. One of the troubles with the oil 
business is that the producers are not willing or are not 
able to agree. I had thought, when the Senator first ap- 
proached me on this matter, that the industry was in com- 
Plete agreement on it. But I am advised that this amend- 
ment will precipitate quite a discussion, that at least one 
other Senator will offer an amendment to it, to broaden the 
scope of it. I think it is a very good policy in the Senate 
that these matters should be considered, especially where 
they are controversial, first by a committee; but in view of 
the fact that a Senator is ready to offer another amend- 
ment, and to talk on the matter, and oppose the adoption 
of this amendment unless it is broadened, I had hoped that 
the Senator would let the amendment go to the Committee 
on Interstate Commerce for consideration. 

Mr. GORE. Mr. President, we have all heard of the 
petitioner who asked for an egg and got a scorpion. I think 
the oil industry may find itself in that situation if it does 
not accept what is proposed in this amendment. I shall 
merely allow the matter to go to a viva-voce vote, and not 
insist upon a yea-and-nay vote. I have done my duty. 

Mr. McADOO. Mr. President, may I say just a word to 
the Senator from Oklahoma? California, as all know, is 
deeply interested in the oil question. It is one of the great 
oil-producing States of the Union. I may say that there is 
a wide difference of opinion among those interested in the 
oil industry in California about this measure. I hope sin- 
cerely that the Senator will not press the amendment, be- 
cause I think it ought to go to a committee and be thor- 
oughly considered. 

I wanted to say that much, in view of the thought ex- 
pressed by the Senator from Oklahoma that all the oil 
people are willing to accept the amendment. They are not, 
so far as a large part of the California industry is con- 
cerned. 

Mr. GORE. Mr. President, as I stated before, it was my 
understanding that they were. I talked to Mr. Marland 
yesterday, and he said this was one thing on which all the 
oil people agreed. Of course, the Senator from California 
proves that he was in error. There are those who desire to 
go further than this amendment would. One independent 
group desires an embargo, and perhaps some are unwilling to 
go this far unless an embargo can be attached. I count that 
out of the realm of possibility at this time. There is an- 
other group who desire a dictatorship, and are insisting upon 
it. That is probably what will come in the place of what I 
propose. 

The PRESIDING OFFICER. The question is on agree- 
ing to the amendment of the Senator from Oklahoma [Mr. 
Gore]. 

The amendment was rejected. 
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Mr. DICKINSON. Mr. President, I offer an amendment, 
which I send to the desk. 
er PRESIDING OFFICER, The amendment will be 

ted. 

The CRT CLERK. On page 1, beginning with line 7, the 
Senator from Iowa moves to strike out all of section 2 and 
to insert in lieu thereof the following: 

That subsections (a) and (c) of section 1001 of title 8 of the 
Revenue Act of 1932 be and are hereby repealed. 

Mr. DICKINSON. Mr. President, the purpose of this 
amendment is to take out of the bill the provision delegating 
power to the President to do anything he wants to with 
postal rates, and to repeal the section of the revenue act 
which increased the rate from 2 cents to 3 cents in 1932. 
In other words, this would reestablish the old postal rates. 

Subsection (a) is as follows: 

(a) On and after the thirtieth day after the date of the enact- 
ment of this act and until July 1, 1934, the rate of postage on all 
mail matter of the first class (except postal cards and private 
mailing or post cards, and other first-class matter on which 
the rate of postage under existing law is 1 cent for each ounce or 
fraction thereof) shall be 1 cent for each ounce or fraction thereof 
in addition to the rate provided by existing law. 

In other words, it simply permits the old law to come back 
into effect. 

Mr. HARRISON. Mr. President, will the Senator yield? 

Mr. DICKINSON. I yield. 

Mr. HARRISON. As I understand the Senator’s amend- 
ment, what he seeks to do is to repeal the drop-letter rate 
from 3 cents to 2 cents? 

Mr. DICKINSON. That is right. 

Mr. HARRISON. And to take away the discretionary 
power that is given to the President herein to increase or 
lower rates? 

Mr. DICKINSON. That is right. Under the provisions 
of the pending bill, section 2 provides: 

Sec, 2. The President is authorized during the period ending 
June 30, 1934, to proclaim such modifications of postage rates on 
mail matter (except that in the case of first-class matter the rate 
shall not be reduced to less than 2 cents an ounce or fraction 
thereof) as, after a survey by him, he may deem advisable by 

b ests of the public, or the 
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And so forth. 

In other words, this is a complete delegation of power to 
the President to do anything he wants to do with practically 
any class of mail matter, and the only restriction in the bill 
is that he cannot reduce the rate below 2 cents on first-class 
mail matter. 

As a matter of fact, I think we have gone too far in the 
delegation of power. About every bill that comes before us 
provides for a new delegation of power to the President. 
I was greatly interested in the new independent offices ap- 
propriation bill, which has just come over from the House, 
and to all Senators who have any friends in the Army I 
want to suggest that they read section 10, on page 56, of 
House bill 5389, which has just been sent to us. Section 10 
reads as follows: 

The President is authorized to place on furlough such officers 


pay to which they would otherwise have been entitled, but shall 
not be entitled to any allowance except for travel to their homes. 


As a matter of fact, there has been one delegation of 
power after another since the 4th of March. I was very 
much interested in an observation made by Frank Kent in 
his column in the Baltimore Sun. He said that a good, 
old-fashioned Democrat told him that the delegations of 
power to the President reminded him of Christopher Colum- 
bus when he came to America, that when he started he did 
not know where he was going, that when he got here he 
did not know where he was, and that when he got back 
home he did not know where he had been. That is about 
where we are going legislatively in the transfer of legisla- 
tive power to the Executive. 
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Mr. JOHNSON. Mr. President, will the Senator yield to 
me? 

Mr. DICKINSON. I yield. 

Mr. JOHNSON. I heard an answer, by a distinguished 
Senator, to the remark the Senator has just repeated, that 
Columbus did not know where he was going, and that when 
he got back he did not know where he had been. The 
answer of the Senator was, What has time written of 
Columbus? ” 

Mr. DICKINSON. That is very true, but it does not take 
out of the atmosphere the uncertainty which surrounded 
him at that time. 

Next I want to suggest some of the things we have been 
doing here recently. In the New York Times of yesterday 


Arthur Krock made these observations: 
HALF OF BILLS TRANSFER POWER 

A survey of major legislation passed, passed and signed, or 
awaiting passage at this session discloses an even division in the 
number of legislative items which may be classified as either direct 

lawmaking or transfers to the Executive of the lawmaking power. 

Of measures passed and signed, or about to be signed, by the 
President, these were in the form of laws made y Congress itself 
and for administration without large discretion 

The Copeland bill abolishing the liquor-prescription limitation 
for doctors. 

The Wagner-Robinson bill authorizing the Reconstruction 
Finance Corporation to make direct loans to States and municipal- 
ities for public works to relieve unemployment. 

The Cullen bill legalizing and taxing 3.2 beer, and the com- 
panion measure to include the District of Columbia in the priv- 
ileged area. 

The Robinson bill directing Reserve banks to make loans to 
State banks and trust companies. 

The crop loans appropriation bill. 

The farm mortgage refinancing provision in the Farm Relief Act. 

The Wagner bill providing for a $500,000,000 dole. 


MANDATORY MEASURES 


Measures still in committee, or not otherwise through the legis- 
lative hopper, which are mandatory in character, are these: 

The securities bill for the protection of investors. 

The Glass banking reform bill. 

The Home Mo e Refinancing Act. 

Legislation either passed or certain to be and conferring powers 
on the President to use or withhold in his discretion, and assign- 
ing to him authority usually resident in Congress, follow: 

The Emergency Banking Act. 

The farm relief bill. 

The Thomas amendment to the farm relief bill. 

The Economy Act, permitting vast reductions in Government pay 
and gratuities, and the organization and abolition of Government 
agencies. 

The bill creating the “conservation corps.” 

The arms embargo. 

Measures of the same general character as these, which put 
virtual legislative authority in the President’s hands and are yet 
awaiting passage, are the following: 

The bill to regulate the railroad systems. 

The Tennessee Valley Improvement Act. 

The bill to mobilize, stimulate, and regulate private industry, 
including the hours and pay of its labor, and to provide for 
billions in public works. 

WIDE CONTROL IN FOUR PROPOSALS 


In the same group with these, but not yet officially sought by the 
President, can be placed the expected requests for powers to 
adjust tariffs, make trade agreements with other nations, and to 
negotiate adjustments of the war debts. 

Except for a limited number of private bills, the above is a 
summary of the legislation of all kinds which has engaged the 
attention of this session of Congress. The gross score, assuming 
that all the measures will come to the President and receive his 
signature, is 11 grants of wide discretionary power and 11 complete 
and mandatory in themselves. But the delegated authority in 4 
measures alone—the farm relief bill, the inflation rider, the Emer- 
gency Banking and Economy Acts—far overshadows in the control 
they give the President over the lives and property of the people 
all the rest of the acts of this session rolled into one. The dele- 
gated authority exceeds also more than Congress has asserted for 
itself in many sessions, 


We are proceeding again in the pending bill to delegate 
power. Frank Kent in today’s issue of the Baltimore Sun 
writes as follows: 

It is not only that the President has planted a professor 
squarely behind the more important Secretaries, but the Roose- 
velt program has—or will create a group of Federal officials who 
constitute a new Cabinet with more power and importance than 
the combined Sa Cabinet. 

* 5 * 0 0 s 
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FFF Roosevelt is worth listing 
again. Here it is 
Farm A Administrator. 
Industrial Planner. 
Railroad Coordinator, 
Budget Director. 


Public Works Director. 

Dole Administrator. 

They do not outrank the constitutional Cabinet at the dinner 
table, but they do in every other way. In a year’s time it is 
going to be hard to remember who really is in the constitutional 
Cabinet. 

In the provision of the bill regarding postal rates we are 
simply following the same line of giving additional authority 
to the President. Section 1001 (a) of the existing law I 
have already shown the Senate simply increased the postal 
rates on first-class mail matter by 1 cent an ounce. AS a 
matter of fact, what it is proposed to do by this bill—— 

Mr. BARKLEY. Mr. President, will the Senator from 
Iowa yield to me? 

The PRESIDING OFFICER. Does the Senator from Iowa 
yield to the Senator from Kentucky? 

Mr. DICKINSON. Yes. 

Mr. BARKLEY. As I understand the Senator’s amend- 
ment, it not only reduces to 2 cents the postage on drop 
letters but on all first-class mail? 

Mr. DICKINSON. It reduces the postage on all first-class 
mail, 

Mr. BARKLEY. In answer to the Senator from Missis- 
sippi I think the Senator was not quite accurate as to the 
effect of the amendment. 

Mr. DICKINSON. As a matter of fact, this amendment, 
if adopted, would reduce postage on first-class mail matter 
and put the rate back to its original status of 2 cents an 
ounce. 

Now, I want to suggest to the Senate that the Finance 
Committee held hearings on this matter, and was shown, as 
I understand, that the revenues of the Post Office Depart- 
ment for the fiscal year 1932 will be about $588,000,000, and 
that it is estimated that if the 3-cent rate had not been in 
effect the revenues would probably have been not in excess 
of $500,000,000. Some $17,000,000 of that revenue is derived 
from drop letters, referred to by the Senator from Kentucky, 
leaving a balance of approximately $17,000,000 to do with 
first-class mail transported as such. That character of mail, 
of course, has been the revenue-producing item of the Post 
Office Service. First-class mail produces a real profit. 

As a matter of fact, I know nothing that will be a greater 
stimulus to business than to go back to the old 2-cent postage 
rate. We find that in many cases business concerns are no 
longer using the first-class mail, and they are no longer 
using it for the reason that, under existing conditions, with 
labor cheap, they are able to deliver many of the different 
types of notices which they send out for less money than 
they can actually deliver them through the mails. 

Mr, BARKLEY. Mr. President, will the Senator yield? 

Mr. DICKINSON. I yield. 

Mr. BARKLEY. They are still doing business, though. 
They have simply changed the method of delivery of their 
messages; they have not curtailed production on account of 
the 1-cent increase in postage rates. They may not be 
sending their letters through the mail or delivering whatever 
it is they deliver through the mail, but they are still engaged 
in business and employing some other method of delivery. 
Is that true? 

Mr. DICKINSON. They are engaged in business, but I do 
not know of a single, solitary business in which there is not 
a curtailment of turnover. I do not ascribe that curtailment 
to the increase in postage. 

Mr. BARKLEY. No. 

Mr. DICKINSON. But it is simply one of the items of 
overhead which every business concern has to take into con- 
sideration. 

There are two phases of this question that I think should 
be considered. In the first place, there is no reason why we 
should delegate power to the President to adjust postal rates. 
If the rates are too high, we ought to know enough about 
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the matter to lower them. If they are not too high, we 
ought not to have this provision in the bill at all; the rates 
ought to be permitted to stay where they are. There is 
no reason why the Congress should not make such survey as 
may be necessary to reach a conclusion in this matter and 
then to reach a conclusion in its own right. 

Mr. BARKLEY. Mr. President, will the Senator yield? 

Mr. DICKINSON. I yield. 

Mr. BARKLEY. If the rate shall not be reduced, either 
on first-class postage entirely or on drop letters, as has been 
suggested, until Congress makes a survey to determine 
whether the Post Office Department can stand the reduc- 
tion, the chances are there will be no‘reduction in the near 
future, certainly not until the next session of Congress. 
Does not the Senator think if the President by making a 
survey can ascertain that at any time between now and the 
reassembling of Congress there can be a reduction and that 
he ought to have the power to bring it about? 

Mr. DICKINSON. I do not agree with that at all. 

Mr. BARKLEY. It is not contemplated that there will be 
any increase; it is contemplated only that there will be a 
decrease. 


Mr. DICKINSON. But by the testimony taken by the 
Finance Committee it was shown that the President would 
have the right to increase particularly second-class matter. 

a BARKLEY. Of course he would have the right to 
do i 

Mr. DICKINSON. He could increase rates or he could de- 
crease them, the only limitation being that he may not 
decrease first-class mail rates below 2 cents an ounce. 

What I have in mind is this: All the data and all the ex- 
perience under the 3-cent rate are available and there is 
no reason why Congress should say that somebody else shall 
review this situation. We ourselves have a right to review 
it, and the proper legislation could be presented here. 
There is no reason why this power should be delegated. I 
believe that our experience under the 3-cent rate has been 
the reverse of what was expected. It was estimated that 
the increase in revenues would approximately be $135,000,- 
000, but, as a matter of fact, there has been a slump in the 
Post Office Department in practically every avenue of in- 
come. That is due to a curtailment of business. Now, we 
are reaching the place where we ought to do those things 
which will encourage business. I believe that now is the 
proper time; that we can just as well repeal the present 
rate and restore the original rate, and that, by so doing, at 
the end of the fiscal year 1934, which is the limitation of the 
act, we will be far ahead, so far as revenues are concerned, 
than if we permit to remain in force the rate provided by 
existing law. 

That is the reason why I have presented this amend- 
ment. I believe that it is in line with the action which 
should be taken in order to encourage business; and I know 
that the mail item is one of the real important items in 
many of the business concerns of this country. For that 
reason I believe that we ought to adopt the old rate and 
face the adjustments that may be necessary. In that way, 
if you please, we will, I think, be able to put the Govern- 
ment in a position where additional revenues will come in. 

I find that many concerns have quit using the mails for 
certain types of circularizing; they have quit using the mails 
on account of the extra 1 cent per ounce postage. That be- 
ing the case, I believe we should afford an encouragement 
to those who are using the mails, and for that reason I have 
offered the amendment. 

Mr. VANDENBERG. Mr. President, a parliamentary in- 
quiry. 

The PRESIDING OFFICER. The Senator will state it. 

Mr. VANDENBERG. The Senator from Iowa has offered 
an amendment to substitute certain language for section 2. 
Would it be in order, before his amendment is considered, 
to offer an amendment to perfect the language of section 2? 

The PRESIDING OFFICER. Such an amendment would 
be in order. 
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Mr, VANDENBERG. Then I want to submit an amend- 
ment. It seems to me that the vice of the postal section is 
that it permits the President to increase rates as well as 
decrease them, although it is persistently said that there is 
no intention to increase rates. Therefore, Mr. President, 
I am asking the Senator from Mississippi for his reaction 
to the suggestion that in line 8, page 1, the word “ modifica- 
tions be stricken out and the word “reductions” inserted, 
so that it will read: 

The President is authorized during the period ending June 30, 
1934, to proclaim such reductions of postage rates. 

And so forth. 

If it is not the purpose, Mr. President, to use a power to 
increase rates, the power to increase them should certainly 
not be created. 

Mr. HARRISON. I have not said that the power is not 
granted by the bill to increase as well as to reduce postal 
rates. It may be that on certain class matter there should 
be an increase of rates. That is why the word “ modifica- 
tions ”, instead of the word “ reductions ”, was placed in the 
provision. There is no denying the fact that the power is 
given to the President during the time specified to increase 
or reduce these rates, the only two limitations being those 
which I pointed out yesterday. 

Mr. VANDENBERG. The Senator was absent from the 
Chamber when the Senator from Kentucky [Mr. BARKLEY] 
said a moment ago, without any reservation or equivocation, 
that there is no intention to use any power under this 
amendment to increase any rates. 

Mr. HARRISON. Probably it is true that there is no 
such intention at this time, but the power is granted here 
to increase rates on certain matter. 

Mr. VANDENBERG. That is what I am objecting to. 

Mr. HARRISON. Some of us have voted for increased 
rates on certain classes of mail matter in the past, but the 
proposal was not adopted. I can imagine certain mail mat- 
ter that ought to bear a little increase in rates. 

Mr. VANDENBERG. I would be quite happy in some in- 
stances to vote for increased postage rates where justified, 
but it occurs to me that to give any one man the power to 
increase second-class mail rates in the United States, those 
rates being so directly related to the existence in many in- 
stances of the press of the Nation, would virtually be a cir- 
cumscription of the free press, for it would put the power in 
the hands of one man to dictate the destiny of the press. 
I am perfectly sure that such a proposition is not defensible. 

Furthermore, it seems to me, if the power to increase rates 
is eliminated, that all objection to the delegation of power 
disappears, because there can be no objection to the dele- 
gation of a power which is to be exercised to the advantage 
and in behalf of a reduced charge upon the people. 

Mr. President, I move to substitute the word “ reductions ” 
for the word “ modifications in line 8, on page 1. 

Mr. DICKINSON. Mr. President, before a vote is taken 
on the amendment I want to invite attention to subsection 
(c) which I also include in my amendment. Subsection 
(c) provides that 85 percent of the gross postal receipts 
during the period of the increased rate of postage provided 
in subsection (a) shall be counted for the purpose of de- 
termining the classes of postmasters and their compensa- 
tion. As a matter of fact, it was expected that the increase 
in rates would result in an increase in revenue. It has been 
disappointing all along the line in that respect, and many 
of the postmasters have found that instead of getting only 
the usual percentage reduction they have had the regular 
percentage of reduction as provided in the Economy Act 
and on top of that there has been taken off 15 percent of 
their revenues before the computation was begun to deter- 
mine what their salaries would be. 

My amendment would correct that situation, which is 
wholly due to the fact that there has been no increase in 
revenues in practically any of the post offices of the country. 
In other words, 1932 as compared to 1931 has shown a de- 


1933 


crease in revenues, so that the average postmaster not only 
had his revenue cut under the Economy Act, but found that 
15 percent of the gross returns of his office were deducted 
before the Department began computing his salary. That 
is the reason for including subsection (c). 

The PRESIDING OFFICER. The question is on agreeing 
to the amendment of the Senator from Michigan. [Putting 
the question.] The “noes” seem to have it. 

Mr. VANDENBERG. Mr. President, I suggest the absence 
of a quorum before the vote is announced. 

The PRESIDING OFFICER. The clerk will call the roll. 

The Chief Clerk called the roll, and the following Senators 
answered to their names: 


Adams Connally Hayden olds 
Ashurst Coolidge ohnson Robinson, Ark. 
Austin Costigan Kean Robinson, Ind. 
Bachman Couzens Kendrick Russell 
Baley Cutting Keyes Schall 
Bankhead Dale Sheppard 
Barbour Dickinson La Follette ipstead 
Barkley Dieterich Steiwer 

Black Dill Lonergan Stephens 
Bone Duffy Long Thomas, Okla. 
Borah Erickson McCarran Thomas, Utah 
Bratton McGill Townsend 
Brown Fletcher McKellar mmell 
Buikley Frazier cNary Tydings 
Bulow George Metcalf Vandenberg 
Byrd lass Murphy Van Nuys 
Byrnes Goldsborough Neely Walsh 

Capper Gore Nye Wheeler 
Caraway Hale Overton White 

Carey Harrison Pope 

Clark Hatfield Reed 


The PRESIDING OFFICER (Mr. Crank in the chair). 
Eighty-two Senators have answered to their names. A 
quorum is present. The question is on the amendment of 
the Senator from Michigan. 

Mr. VANDENBERG. Mr. President, I want briefly to re- 
state the issue. Section 2 of the pending bill proposes to 
delegate to the President the power to increase or decrease 
postage rates. The Senator from Kentucky [Mr. BARKLEY] 
stated a few moments ago upon the floor that there is ab- 
solutely no intention or purpose to use the power to increase 
postage rates. 

Mr. BARKLEY. Mr. President 

The PRESIDING OFFICER. Does the Senator from 
Michigan yield to the Senator from Kentucky? 

Mr. VANDENBERG. I yield. 

Mr. BARKLEY. My remark was made in connection with 
the amendment of the Senator from Iowa [Mr. DICKINSON] 
with reference to postage rates on first-class matter. I 
have no way of knowing what may be done with reference 
to the entire mail situation, but I do understand that it is 
not contemplated by anyone that there will be any increase 
over the present rates on first-class mail matter. I do not 
know what will happen as to the other classes of mail. I 
have no information one way or the other on that 
question. 

Mr. VANDENBERG. Very well. That further limits and 
identifies the menace in the language as it exists. 

Mr. LONG. Mr. President, what the Senator from Michi- 
gan is trying to do is to give authority to the President only 
to decrease rates, is it not? 

Mr. VANDENBERG. That is all the amendment would 
permit him to do. 

Mr. McKELLAR. Mr. President 

The PRESIDING OFFICER. Does the Senator from 
Michigan yield to the Senator from Tennessee? 

Mr. VANDENBERG. I yield. 

Mr. McKELLAR. I want to suggest to the Senator that 
in my judgment, after many years of service on the Com- 
mittee on Post Offices and Post Roads, the present rate of 
3 cents on first-class mail matter is bringing in less revenue 
than the 2-cent rate did, notwithstanding the reports from 
the Department. If that is so, it is perfectly clear that the 
President will never increase that rate. 

Mr. VANDENBERG. Of course there is no question 
about that, but if it is not intended to increase rates I 
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submit that when we create a delegation of power we 
should not include a power which it is not contemplated 
shall be used. This power, we are now told, might be used 
to increase second-class rates. Perhaps second-class rates 
ought to be raised, but if they should be raised they ought 
to be raised by order of the Congress of the United States, 
because second-class rates are directly and specifically re- 
lated to the existence of a free press in the United States, 
and the power to control the postage rates in respect to 
publications and newspapers in the United States may well 
be a complete control over their very existence. 

I submit that no matter how much other power we may 
delegate in this strange hour that has fallen upon us, there 
can never be any excuse for delegating a power which relates 
specifically to the existence of a free constitutional press in 
the United States. We are now told, I repeat, that there is 
little or no expectation that this power will be used to in- 
crease rates. Therefore I have moved, on page 1, line 8, to 
substitute the word “reductions” for the word “ modifica- 
tions ” so that we are permitting the President to reduce the 
postal schedule in any fashion that he concludes the condi- 
tions shall warrant, but declining to permit him, without any 
survey, without any check on the part of Congress, to in- 
crease postage rates, which are the very essence of a tax, and 
therefore which would be the subletting of a power to in- 
crease taxation of the United States. 

The PRESIDING OFFICER. The question is on the 
amendment of the Senator from Michigan [Mr. VANDEN- 
BERG]. i 

Mr. HARRISON. Mr. President, I merely desire to say 
that this whole matter was considered by the committee; 
and the committee thought it was wise to give this power 
for this year to the President, so that he might increase tne 
rate on second-class matter if he wanted to, or on first-class 
matter if he desired to, as well as to reduce it. 

Mr. VANDENBERG. I ask for the yeas and nays on the 
amendment, Mr. President. 

The yeas and nays were ordered, and the Chief Clerk pro- 
ceeded to call the roll. 

Mr. BULOW (when his name was called). I have a pair 
with the Senator from Connecticut [Mr. Watcort], and 
therefore withhold my vote. 

Mr. McKELLAR (when his name was called). I transfer 
my pair with the Senator from Delaware [Mr. TownsEnpD] to 
the Senator from Nevada [Mr. Prrrman], and will vote. I 
vote “nay.” 

Mr. METCALF (when his name was called). I have a 
general pair with the Senator from Maryland (Mr. Typrncs], 
and therefore withhold my vote. If at liberty to vote, I 
should vote “ yea.” 

The roll call was concluded. 

Mr. LOGAN. I have a pair with the junior Senator from 
Pennsylvania [Mr. Davis], who is absent. I transfer that 
pair to the senior Senator from South Carolina [Mr. SMITH], 
and will vote. I vote “nay.” 

Mr. DALE. I have a pair with the junior Senator from 
California [Mr. McApoo], and therefore withhold my vote. 

Mr. ROBINSON of Arkansas. I desire to announce that 
the Senator from Iowa [Mr. Murry] and the Senator from 
Wyoming [Mr. KENDRICK] are detained from the Senate on 
official business. 

Mr. FESS. I desire to announce that the Senator from 
Rhode Island [Mr. Heserr] and the Senators from Delaware 
[Mr. Hastincs and Mr. Townsenp], if present, would vote 
“yea” on this question. 

I also desire to announce the following general pairs: 

The Senator from Delaware [Mr. Hastincs] with the 
Senator from New York [Mr. COPELAND]; 

The Senator from Rhode Island [Mr. Hesert] with the 
Senator from Illinois [Mr. Lewis]; and 

The Senator from Missouri [Mr. Patrerson] with the 
Senator from New York [Mr. WAGNER]. 

The roll call resulted—yeas 37, nays 37, as follows: 


YEAS—37 
Adams Keyes Schall 
Austin Couzens La Follette Shipstead 
Bachman Cutting ng Steiwer 
Bankhead Dickinson Stephens 
Barbour r McNary 
Black Goldsborough Nye Vandenberg 
Bone e Overton White 
Borah Hatfield pe 
Capper Johnson 
Caraway Robinson, Ind. 

NAYS—37 
Ashurst Coolidge Harrison Russell 
Bailey Dieterich Hayden Sheppard 
Barkley Dill King ‘Thomas, Okla 
Bratton Duffy Logan Thomas, Utah 
Brown Erickson Lonergan Van Nuys 
Bulkley Fess McGill Walsh 
Byrd Fletcher McKellar Wheeler 
Byrnes George Neely 
Clark Glass Reynolds 

Gore Robinson, Ark. 
NOT VOTING—21 

Bulow Hebert Norbeck Tydings 
Copeland Kendrick Norris Wagner 
Costigan Lewis Patterson Walcott 
Dale McAdoo Pittman 
Davis Metcalf Smith 
Hastings Murphy Townsend 


The PRESIDING OFFICER. On the amendment of the 
Senator from Michigan [Mr. VANDENBERG] the yeas are 37, 
and the nays are 37. The amendment is lost. 

Mr. REED. Mr. President, a parliamentary inquiry. 
Where is the Vice President? 

The PRESIDING OFFICER. The present occupant of 
the chair cannot inform the Senator. 

Mr. HARRISON. Mr. President, the Vice President is at 
a Cabinet meeting, attending to his duties, 

Mr. CONNALLY. Mr. President, I desire to observe that 
the conduct of the Senator from Pennsylvania is rather 
remarkable. Evidently his remark could only have been 
intended to cast some reflection upon the absence of the 
Vice President. For my own part, I wish to express my 
hearty resentment at the conduct of the Senator from 
Pennsylvania. 

I recall what I suppose he has in mind the conduct of 
the Vice President of his own party some years ago when 
the Senate was passing on a very important nomination, 
that of an Attorney General, and Vice President Dawes not 
only was not in the chair but was down in the Willard Hotel 
asleep. It was never known why he chose that particular 
hour for his slumber. 

Mr. BORAH. Mr. President—— 

The PRESIDING OFFICER. Does the Senator from 
Texas yield to the Senator from Idaho? 

Mr. CONNALLY. I yield. 

Mr. BORAH. The Senator will remember that that sleep 
enabled the Democrats and Progressives to defeat the nom- 
inee for Attorney General. 

Mr. CONNALLY. I am very glad, indeed, for my part, 
that the Vice President was asleep, because his conduct 
assisted the Senator from Idaho and a number of other 
Senators to defeat a nomination which ought to have been 
defeated and which was defeated. 

Mr. DALE. Mr. President, will the Senator yield? 

Mr. CONNALLY. I yield to the Senator from Vermont. 

Mr. DALE. The Senator will also recall that that sleep 
enabled Vermont to get an Attorney General. 

Mr. CONNALLY. I am very happy to know that Vermont 
was able to get an Attorney General. Mr. Sargent was a 
vast improvement over the man whose name was pending 
before the Senate at the time, and whose confirmation was 
being considered. 

I desire to take this occasion, however, to say that the 
Senator from Pennsylvania ought to know that the Vice 
President is frequently in the chair; that he gives his atten- 
tion to the public business; that he is a wise and able coun- 
selor of the administration; that he attends Cabinet meet- 
ings; and, as suggested by the Senator from Mississippi, 
that he is probably now in a Cabinet meeting endeavoring 
to bring this country out of the doldrums, 
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For my part, I want to express my hearty disapproval of 
the apparent effort of the Senator from Pennsylvania to 
cast some slur upon or make some insinuation regarding the 
Vice President by reason of the fact that he is temporarily 
not in the chair. 

Mr. ROBINSON of Arkansas. Mr. President, perhaps too 
much note should not be taken of the very unusual, and I 
think unethical, conduct of the Senator from Pennsylvania 
(Mr. Rp! in making the inquiry as to where the Vice 
President now is. It is a species of humor that the Senator 
from Pennsylvania does himself no credit when he indulges. 

Senators themselves frequently find it necessary to be 
absent from the Chamber during the proceedings of the Sen- 
ate. The Senator from Pennsylvania, with all his remark- 
able powers and abilities, finds himself in that situation. 
I cannot recall that any of his colleagues ever implied neg- 
lect of duty on his part when he failed to present himself 
during the meetings of the Senate. 

The matter has an amusing aspect, however—that the 
Senator from Pennsylvania should assume to dictate to the 
Vice President as to the manner in which the Vice President 
shall perform his duties. 

With that remark, Mr. President, I conclude, with the sug- 
gestion that perhaps the Senator from Pennsylvania would 
not like always to have it disclosed where he is when he 
happens to be absent from the Chamber. [Laughter.] The 
Vice President of the United States is engaged in the per- 
formance of his duties; and he, not the Senator from Penn- 
sylvania, is the judge of when and how he shall perform his 
duties. 

Mr. REED. Mr. President, not to prolong this unhappy 
subject because I realize that I have caused great pain to 
a number of my friends—I only want to recall to our minds 
the fact that it was considered extremely amusing when 
poems were put in the Recorp regarding the efforts of Vice 
President Dawes to get here in time for a vote. There was 
not a face on the other side of the aisle that did not show 
the utmost happiness. As a matter of taste, it seemed to 
be unanimously. thought there that it was in the best of 
taste to ridicule the Vice President to his face, to put in 
the poem about Dawes’ Ride”, written after the fashion of 
Paul Revere's Ride”, because that Vice President was try- 
ing to get here to vote. 

Perhaps at this moment traffic is being tied up on Penn- 
sylvania Avenue by the efforts of the present Vice Presi- 
dent to get here to cast his vote. I do not know. If so, 
it is very much to the credit of the Vice President. 

In matters of taste I am a stupid person, and I must con- 
fess that I have merely followed the lead of my distin- 
guished friends on the other side of the aisle when I have 
called attention to the fact that the vote on this amend- 
ment was a tie, and under the Constitution the Vice Presi- 
dent had power to vote. He has never had it before since 
he took office. This is the first time the vote in the Sen- 
ate has been a tie, the first time the Vice President was 
qualified under the Constitution to cast his vote and show 
the American people how he felt. If I have transgressed 
good taste in calling attention to his absence, I am very 
sorry; but, as I say, I have merely followed the example 
set by my friends on the other side. 

Mr. ROBINSON of Arkansas. Mr. President, when the 
Senator from Pennsylvania with pride confesses his own 
stupidity in making the suggestion which he did make I am 
entirely content to let the matter rest. [Laughter.] 

Mr. CONNALLY. Mr. President, I want to make a very 
remarkable statement: that the Senator from Pennsylvania 
for once is inaccurate in an assertion. The parliamentary 
clerk advises me that this is not the first time a tie vote 
has occurred since the present Vice President has been the 
Presiding Officer of this body. On a former occasion that 
situation occurred, and we heard no outburst from the 
Senator from Pennsylvania. Probably he was absent on that 
occasion. 

Mr. REED. Mr. President, may I ask the Senator a 
question? 

Mr. CONNALLY. Certainly. 
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Mr. REED. I think perhaps I was inaccurate. As I Mr. LOGAN (when his name was called). I have a pair 


recall it, there was another time, and the Vice President 
was here and did not vote. Is that correct? 

Mr. CONNALLY. I assume that is correct. I accept the 
statement of the Senator from Pennsylvania. I do not 
know how the Vice President voted. The parliamentary 
clerk advises me, however, that this is not the first inci- 
dent, and that is why I was challenging the statement of 
the Senator from Pennsylvania. He now amends his state- 
ment, and says there was another time, about which he 
now knows, and that the Vice President did not vote. 

Mr. GLASS. Mr. President, will the Senator yield? 

Mr. CONNALLY. I yield. 

Mr. GLASS. If my recollection is accurate, there was a 
tie vote on the roll call on the Thomas amendment, and 
the Vice President did vote. The Senator from California 
[Mr. McApoo] undertook to change his vote in order to 
prevent the Vice President from deciding the question, but 
the Vice President would not let him do it. (Laughter.] 

Mr. CONNALLY. I thank the Senator. 

SEVERAL Senators. Vote! Vote! 

Mr. CONNALLY. I want to say to Senators on the other 
side who are crying “vote! ”, that I regard it as not in 
keeping with the practice or as showing courtesy due Sena- 
tors, to interrupt a Senator without getting permission of 
the Chair. I do not expect to consume much of the time 
of the Senate, but while I am on this subject I want to 
say a few more things. 

I thank the Senator from Virginia for contributing the 
information that he has given with reference to the vote 
which was a tie. The Senator from Pennsylvania simply 
thought he saw an opportunity to make some unfavorable 
comment upon the Vice President, veiled under a pleasantry 
or humor. The Vice President knows his duty and performs 
his duty. The only difference between the cases was that 
the Senator’s Vice President was asleep. Our Vice Presi- 
dent was on the job, doing his duty. The Senator from 
Pennsylvania now infers that probably the Vice President is 
in a traffic jam and cannot get here. Neither the Vice 
President nor the Senator from Pennsylvania himself prob- 
ably knew an hour ago that the amendment of the Senator 
from Michigan was to be offered. Few Senators knew half 
an hour ago that there was to be a roll call on it. Sol 
think the Senator from Pennsylvania is wholly unwarranted 
in bringing about the inferences and the deductions which 
he seems intent upon making here at this time. 

The Senator from Arkansas referred to the effort of the 
Senator from Pennsylvania as “humor.” I think the Sena- 
tor from Arkansas was extremely generous in his appraisal 
of the conduct and of the language of the Senator from 
Pennsylvania by that designation. - 

Mr. President, I think it ill behooves a Senator to criticize 
the discharge of duty by the Presiding Officer of this body. 
Senators have enough duties of their own, if they will give 
proper attention to them, and I commend that rule to the 
Senator from Pennsylvania. 

Mr. COSTIGAN. Mr. President, I move that the vote by 
which the amendment of the Senator from Michigan was 
rejected be reconsidered. 

Mr. HARRISON. I move to lay that motion on the 
table. ? 

The PRESIDING OFFICER. The Senator from Missis- 
sippi [Mr. Harrison] moves to lay on the table the motion 
of the Senator from Colorado [Mr. Costican] to reconsider 
the vote by which the amendment of the Senator from 
Michigan [Mr. VANDENBERG] was rejected. 

Mr. LONG. I ask for the yeas and nays. 

The yeas and nays were ordered; and the legislative 
clerk proceeded to call the roll. 

Mr. BULOW (when his name was called). Making the 
same announcement as on the previous roll call, I with- 
hold my vote. 

Mr. LEWIS (when his name was called). I have a pair 
with the Senator from Rhode Island [Mr. HEBERT]. Not 
knowing how he would vote, I merely announce the pair. 


with the junior Senator from Pennsylvania [Mr. Davis]. I 
transfer that pair to the senior Senator from Nevada [Mr. 
Pittman], and vote yea.“ 

Mr. McKELLAR (when his name was called). On this 
vote I have a general pair with the junior Senator from 
Delaware [Mr. Townsend], and withhold my vote. 

Mr. METCALF (when his name was called). I have a 
general pair with the Senator from Maryland [Mr. Tres. 
Not knowing how he would vote, I withhold my vote. 

The roll call was concluded. 

Mr, KENDRICK. Mr. President, I wish to announce the 
Senator from Mississippi [Mr. STEPHENS] and the Senator 
from Massachusetts [Mr. Wars] are detained on official 
business. 

Mr. FESS. Mr. President, I wish to announce the fol- 
lowing general pairs: 

The Senator from Delaware [Mr. Hastincs] with the 
Senator from New York [Mr. COPELAND]; 

The Senator from Rhode Island [Mr. Hebert] with the 
Senator from Illinois [Mr. Lewis]; and 

The Senator from Missouri [Mr. Patrerson] with the 
Senator from New York (Mr. WAGNER]. 

The result was—yeas 39, nays 38, as follows: 


YEAS—39 
Ashurst Clark Glass Murphy 
Bailey Connally Gore Reynolds 
Bankhead Coolidge Harrison Robinson, Ark. 
Barkley Couzens Hayden Russell 
Black Dieterich Kendrick Sheppard 
Bratton Dill King Smith 
Brown Duffy Logan ‘Thomas, Okla. 
Bulkley Fess Lonergan Thomas, Utah 
Byrd Pletcher McAdoo Van Nuys 
Byrnes George McGill 

NAYS—39 
Adams Cutting Keyes 
Austin Dale La Follette Robinson, Ind. 
Bachman Dickinson Long Schall 
Barbour Erickson McCarran Shi 
Bone er McNary Steiwer 
Borah Goldsborough Neely 
Capper Hale Norris Vandenberg 
Caraway Hatfield Nye er 
Carey Johnson Overton White 
Costigan Kean Pope 

NOT VOTING—17 

Bulow Lewis Pittman Walcott 
Copeland McKellar Stephens Walsh 
Davis Metcalf Townsend 
Hastings Norbeck Tydings 
Hebert Patterson Wagner 


The PRESIDING OFFICER. On this vote the yeas are 39 
and the nays are 38, so the motion of the Senator from 
Mississippi [Mr. Harrison] to lay on the table the motion of 
the Senator from Colorado [Mr. Costican] is agreed to. 

Mr. REED. Mr. President, merely for the sake of the ac- 
curacy of the Record, I want to call attention to the fact 
that the vote mentioned by the Senator from Virginia IMr. 
Grass] a little while ago is recorded at page 1943 of the 
CONGRESSIONAL RECORD. On reference to that page one sees 
at once that there was a tie vote; that the Vice President 
was here, and that he did not vote. 

Mr. GLASS. Mr. President, in fact he did vote, because 
the Senator from California mistakenly voted on the wrong 
side of the question and tried to right himself, but the Vice 
President would not permit him to do so, and actually the 
action of the Vice President in not permitting him to do it 
decided the question. 

SUBSTITUTION OF CONFEREE ON SECURITIES BILL 

Mr. FLETCHER. Mr. President, conferees were appointed 
on House bill No. 5480, which is known as “the securities 
bill.” The Senator from South Dakota [Mr. Norsecx], who 
was one of the conferees designated, has been compelled to 
leave the city, and informed me that he would be away for 
some days. So I ask the Presiding Officer to name another 
conferee in his place. 

The PRESIDING OFFICER. Without objection, it is 
so ordered; and the Chair designates the Senator from 
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Delaware [Mr. Townsenp] to serve as a conferee in the 
place of the Senator from South Dakota [Mr. Norsrcx]. 


PLAN FOR THE RELIEF OF UNEMPLOYMENT 


Mr. REYNOLDS. Mr. President, several weeks ago the 
junior Senator from the State of Alabama [Mr. BANKHEAD] 
delivered a very able address and presented an unusually 
splendid argument in favor of stamp money. I have just 
observed in the columns of the magazine Liberty of the issue 
of May 13 an editorial interesting itself in that particular 
subject, and at this time I ask unanimous consent that it 
may be printed in the RECORD. 

There being no objection, the editorial was ordered to be 
printed in the Recorp, as follows: 

[From Liberty, May 13, 1933] 
A PLAN TO PUT MILLIONS TO WORK WITHOUT COST TO THE GOVERNMENT 


Governmental improvements can be made with the help of lit- 
erally millions of workers without expense to the Government if 
the plan presented by Prof. Irving Fisher of Yale is approved by 
the Washington legislators. 

Already Professor Fisher's plan has the enthusiastic support of 
Representative PETTENGILL, of Indiana, and Senator BANKHEAD, of 
Alabama, They have introduced a bill in the Senate to make this 
idea work to the advantage of the host of unemployed. The plan 
has been presented in detail in Senate bill 5674 and House bill 
14757, authorizing the United States Government to issue up to 
$1,000,000,000 in stamped money certificates of $1 denomination. 

Every Wednesday for 52 consecutive weeks a 2-cent postage 
stamp must be affixed by the holder on the back of the certificate. 
When fully stamped this certificate is to be redeemable by the 
Treasury with other lawful money of the United States. This 
makes the entire issue fully self-liquidating within 1 year, with a 
profit to the Government of $40,000,000 on a billion-dollar issue. 

Stamps to the value cf $1.04 in 52 weeks would have to be 
affixed to each certificate. Therefore, on every bill there would 
be a gross profit of 4 cents to the Government. 

The special advantage of this plan is that hoarding becomes 
expensive. A dollar's value is reduced by 2 cents every week it is 
retained. : 

This money could be furnished to the various States pro rata 
in accordance with their population for only one purpose, and 
that is public improvements of various kinds. It could not be 
used in competitive trade except when it had been spent by 
workers who had secured it in the form of wages. 

As a means of lowering taxes and furnishing employment for 
millions of unemployed it offers interesting possibilities. Every- 
where throughout the country there are public improvements 
which have been delayed because of the lack of funds. This 
money could be furnished to the various States without cost, and 
paid out to the workers, who would have to spend it promptly to 
secure its full value. 

It would be valid for every purpose if the stamps due at the 
time have been affixed thereon. If these bills were deposited in 
banks, 2 cents would be assessed for each dollar deposited. 

Two weeks after this money had been issued by the Federal 
Government the weekly payment of 2 cents would begin. To 
make the affixing of stamps convenient, ordinary postage could 
be used. 


This is indeed a revolutionary idea—but these are revolutionary 
times. We have not ESES ger sufficient study to support it 
in every detail, but it is y worth careful consideration. 

The plans for the “peace army” which our President is now 
forming need not be held up for the lack of funds if this plan is 
adopted. In every town and city in the United States millions of 
the unemployed could be put to work without cost to the tax- 
payers. 

Relief organizations everywhere are bitterly complaining about 
the financial shortage. The various sources which they have pre- 
viously used for replenishing their treasuries have in many in- 
stances been entirely exhausted. Such a plan would provide 
employment for all those whom they are now supporting in idle- 
ness. 

Some people might term this a sales tax, as it represents a 
2-percent payment for each week the money is retained; but 
these bills would probably change hands several times a week, and 
on Tuesdays there would doubtless be an orgy of spending on 
the part of holders. 

At this time, when spending is so greatly restricted, there 
would be no complaint on that score. This money would simply 
be a temporary measure; it would have to be used during one 
year. It might furnish relief that is appallingly needed at this 
time and help us over the hard places that we have inherited 
from the depression. 

If you think this plan is worthy of support, do your part. 
Write the Senator from your district, urging him to support this 
bill. Or a letter to Representative PETTENGILL or Senator BANK- 
HEAD eee them for their interest in this legislation would 
be helpf 


MESSAGE FROM THE HOUSE 
A message from the House of Representatives, by Mr. 
Chaffee, one of its clerks, announced that the House had 
passed without amendment the bill (S. 7) providing for the 
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suspension of annual assessment work on mining claims held 
by location in the United States and Alaska. 

The message also announced that the House had disagreed 
to the amendments of the Senate to the bill (H.R. 5390) 
making appropriations to supply deficiencies in certain ap- 
propriations for the fiscal year ending June 30, 1933, and 
prior fiscal years, to provide supplemental appropriations 
for the fiscal years ending June 30, 1933, and June 30, 1934, 
and for other purposes, asked a conference with the Senate 
on the disagreeing votes of the two Houses thereon, and 
that Mr. BUCHANAN, Mr. TAYLOR of Colorado, Mr. AYRES of 
Kansas, Mr. Taser, and Mr. Bacon were appointed managers 
on the part of the House at the conference. 


EXTENSION OF GASOLINE TAX 


The Senate resumed the consideration of the bill (H.R. 
5040) to extend the gasoline tax for 1 year, to modify 
postage rates on mail matter, and for other purposes. 

Mr. DICKINSON. Mr. President, the pending amend- 
ment simply provides, instead of giving the President the 
power to modify postal rates, that we repeal the provision 
of law increasing postal rates and go back to the old 2-cent 
rate. It is my hope we may have the yeas and nays on the 
amendment. 

Mr. HARRISON. I merely desire to say that, while the 
amendment takes away this power, at the same time it will 
take away from the Government $80,000,000 in revenue 
which will be lost in postage on first-class mail matter, and 
the Treasury cannot stand that reduction. 

The PRESIDING OFFICER. The question is on the 
5 proposed by the Senator from Iowa [Mr. Dick- 
INSON], 

Mr. DICKINSON. I ask for the yeas and nays. 

The yeas and nays were ordered, and the legislative clerk 
proceeded to call the roll. 

Mr. LOGAN (when his name was called). I have a gen- 
eral pair with the Senator from Pennsylvania [Mr. Davis]. 
I transfer that pair to the senior Senator from Nevada [Mr. 
Prtrman] and will vote. I vote “nay.” 

Mr. McKELLAR (when his name was called). On this 
vote I am paired with the junior Senator from Delaware 
[Mr. Townsenp]. I transfer that pair to the senior Sena- 
tor from Alabama [Mr. Brack! and will vote. I vote “nay.” 

Mr. METCALF (when his name was called). I have a 
general pair with the Senator from Maryland (Mr. Typ1nes], 
and therefore withhold my vote. 

The roll call was concluded. 

Mr. LEWIS. I wish to announce my general pair with 
the Senator from Rhode Island [Mr. HEBERT], 

I also desire to announce the general pair of the Senator 
from South Dakota [Mr. Burow] and the Senator from Con- 
necticut [Mr. Watcorr]. 

I also desire to announce the following general pair on 
this question, the Senator from New York [Mr. WAGNER] 
with the Senator from Missouri [Mr. PATTERSON]. 

Mr. FESS. I desire to announce the general pair of the 
Senator from Delaware [Mr. Hastrncs] with the Senator 
from New York (Mr. COPELAND]. 

I also desire to state that I am advised that the Senator 
from Delaware [Mr. Hastincs], the Senator from Rhode 
Island (Mr. HEBERT], the Senator from Delaware [Mr. 
Townsenpd], and the Senator from Connecticut [Mr. WAL- 
corr], if present, would vote “ yea” on the pending amend- 
ment. 

The result was—yeas 30, nays 46, as follows: 


YEAS—30 
Austin Dale Kean Robinson, Ind. 
Barbour Dickinson Keyes Schall 
Bone Fess La Follette Shi 
Borah Frazier ng Steiwer 
Capper Goldsborough McNary Wheeler 
Caráway Hale Nye White 
Carey Hatfield Overton 
Cutting Johnson Reed 

NAYS—46 
Adams Bratton Clark Dill 
Bachman Brown Coolidge Duffy 
Bailey Bulkley Costigan Erickson 

Byrd Couzens Fletcher 

Barkley Byrnes Dieterich George 
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Adoo Thomas, Okla. Byrd Erickson Sheppard 
noe — lds Thomas, Byrnes Fess Lonergan Smith 
McGill Robinson, Ark, ell Clark Fletcher McAdoo Stephens 
Hayden McKellar Van Nuys Connally George McGill Thomas, Okla. 
King urp! Sheppard Walsh Coolidge Glass McKellar Thomas, Utah 
Logan Neely Smith uzens Gore Murphy Van Nuys 
Lonergan Norris Stephens Dieterich n Reynolds Walsh 
NOT VOTING—19 Bun Hayden a Ark. Wheeler 
ane pena 3 CS cr NOT VOTING—15 
Bulow Hebert atterson Wagner Black Norbeck Tydings 
Connally Kendrick Pittman Walcott Bulow Hebert Wagner 
Copeland wis Townsend Copeland Lewis Pittman Walcott 
Davis Townsend 


So Mr. Dickrnson’s amendment was rejected. 

Mr. VANDENBERG., Mr. President, a parliamentary 
inquiry. f 

The PRESIDING OFFICER. The Senator will state it. 

Mr. VANDENBERG. I inquire whether, upon recapitu- 
lation, it is not disclosed at the desk that the vote upon the 
motion to table the motion to reconsider was 39 to 39, in- 
stead of 39 to 38? 

The PRESIDING OFFICER. The Chair is informed that 
through a mistake upon the part of the tally clerk the 
vote should have been announced as 39 to 39, and the 
motion to table was, therefore, lost. 

Mr. VANDENBERG. In other words, it was another tie 
vote. 

The PRESIDING OFFICER. The question, therefore, 
recurs upon the motion of the Senator from Colorado [Mr. 
Costi1can] to reconsider the vote whereby the amendment 
of the Senator from Michigan [Mr. VANDENBERG] was re- 
jected. 

Mr. HARRISON. I ask for the yeas and nays on that 
motion. 

The yeas and nays were ordered. 

Mr. FESS. Mr. President, a parliamentary inquiry. 

The PRESIDING OFFICER. The Senator will state it. 

Mr. FESS. Is this vote on the motion to reconsider? 

The PRESIDING OFFICER. The vote is on the motion 
of the Senator from Colorado [Mr. Costican] to reconsider 
the vote whereby the amendment of the Senator from 
Michigan [Mr. VANDENBERG] was rejected. 

The legislative clerk proceeded to call the roll. 

Mr, METCALF (when his name was called). I have a 
general pair with the senior Senator from Maryland [Mr. 
Typincs]. Therefore I withhold my vote. 

The roll call was concluded. 

Mr. McKELLAR. I have a general pair with the junior 
Senator from Delaware [Mr. Townsend]. I transfer that 
pair to the senior Senator from Nevada [Mr. Prrrman] and 
vote “nay.” 

Mr. METCALF. I find that I can transfer my pair with 
the Senator from Maryland [Mr, Types] to the Sen- 
ator from South Dakota [Mr, Norsecx], which I do, and 
vote “ yea.” 

Mr. LEWIS. I desire to announce that the Senator from 
South Dakota [Mr. Burow] has a general pair with the Sen- 
ator from Connecticut [Mr. Wa.cort]. 

I also desire to announce the following pair on this ques- 
tion, the Senator from New York [Mr. Wacner] with the 
Senator from Missouri [Mr. PATTERSON]. 

Mr, FESS, I desire to announce the following general 
pairs: 

The Senator from Delaware [Mr. Hastrncs] with the Sen- 
ator from New York [Mr. CorxLaxp!]; and 

The Senator from Pennsylvania [Mr. Davis] with the Sen- 
ator from Kentucky (Mr. Logan]. 

The result was announced—yeas 37, nays 43, as follows: 


YEAS—37 
Adams Dale Robinson, Ind. 
Austin McCarran Schall 
Bachman Frazier McNary Shi 
Barbour Goldsborough Metcalf Steiwer 
Borah e Neely Trammell 
Capper Hatfield Norris Vandenberg 
Caraway Nye White 
Carey Kean Overton 

Pope 

Cutting La Follette Reed 

NAYS—43 
Ashurst Bone Brown 
Balley Barkley Bratton Bulkley 


So the motion to reconsider the vote whereby Mr. VAN- 

DENBERG’S amendment was rejected was not agreed to. 
THIRD DEFICIENCY APPROPRIATIONS 

The PRESIDING OFFICER (Mr. CLank in the chair) 
laid before the Senate the action of the House of Repre- 
sentatives disagreeing to the amendments of the Senate to 
the bill (H.R. 5390) making appropriations to supply defi- 
ciencies in certain appropriations for the fiscal year ending 
June 30, 1933, and prior fiscal years, to provide supple- 
mental appropriations for the fiscal years ending June 30, 
1933, and June 30, 1934, and for other purposes, and request- 
ing a conference with the Senate on the disagreeing votes 
of the two Houses thereon. 

Mr. BRATTON. I move that the Senate insist upon its 
amendments, that it agree to the conference asked for by 
the other House, and that the Chair appoint the conferees 
on the part of the Senate. 

The motion was agreed to. 

The PRESIDING OFFICER appointed Mr. Brarron, Mr. 
Grass, Mr. McKELLAR, Mr. Hate, and Mr. Keyes conferees 
on the part of the Senate. 


EXTENSION OF GASOLINE TAX 


The Senate resumed the consideration of the bill (H.R. 
5040) to extend the gasoline tax for 1 year, to modify postage 
rates on mail matter, and for other purposes. 

Mr. LONG obtained the floor. 

Mr. TRAMMELL. Mr. President, I desire to offer an 
amendment which brings squarely before the Senate the 
question of whether we want a 2-cent rate or a 3-cent rate 
on first-class mail matter. I do not think it will take very 
much time to dispose of it. Will the Senator from Louisiana 
yield to me for that purpose? 

Mr. LONG. I suggest to the Senator from Florida that 
we have had 2 or 3 pretty definite votes on that question. 

Mr. TRAMMELL. We have not had any votes on the 
definite question as to whether the first-class rate shall be 2 
cents or 3 cents. There has been no direct and definite vote 
on it. I am willing to submit it without any argument 
whatever if it is agreeable at this time. 

Mr. LONG. I yield for that purpose. 

Mr. HARRISON. Mr. President, there has been a vote 
taken that related, I believe, directly to that question. 

The PRESIDING OFFICER. The clerk will state the 
amendment offered by the Senator from Florida. 

The CHIEF CLERK. The Senator from Florida proposes, on 
page 1, line 10, to strike out the words “ not to be reduced to 
less than” and insert in lieu thereof the word “be”, so as 
to read, except that in the case of first-class matter the 
rate shall be 2 cents an ounce or fraction thereof.” 

Mr. TRAMMELL. Mr. President, the amendment provides 
that it is the view of the Senate and of the Congress that 
the rate on first-class matter shall be fixed at 2 cents an 
ounce instead of leaving it to the discretion of the President 
to change the rate as he may see fit. I mean no reflection 
on the President, but I think it is generally conceded among 
Senators and Representatives that the rate should be re- 
duced. The Postmaster General has said that it should be 
reduced, so why should not Congress take definite action in 
the matter and specify in this bill that it shall be reduced 
to 2 cents an ounce? 

Mr. BARKLEY. Mr. President—— 

The PRESIDING OFFICER. Does the Senator from 
Florida yield to the Senator from Kentucky? 

Mr. TRAMMELL, I yield, 
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Mr. BARKLEY. The Postmaster General has not stated 
that the rate ought to be reduced at this time, but merely 
as soon as increased revenues will permit. I do not think 
the Senator meant to convey that impression. Of course, 
we all know that the rates ought to be reduced as soon as 
possible, but the Postmaster General has not advocated a 
reduction in this rate at this moment. 

Mr. TRAMMELL. According to the publicity given the 
matter, that would seem to be his opinion. There have been 
many stories or statements in the newspapers and the mov- 
ing pictures have depicted him in favor of this reduction. 

Mr. BARKLEY. We have had representatives of the Post 
Office Department and the Postmaster General before us, 
and they made statements with reference to the matter. 
I do not know what newspaper stories have been carried 
about it, but I have seen no stories that indicate that the 
President and the Postmaster General feel that the reduc- 
tion should be made now. We all hope it may be reduced 
as soon as the revenues will permit. 

Mr. TRAMMELL. It was stated in the newspapers why it 
should be done, and I see no reason why it should not be 
done. The stories I read would seem to indicate the ap- 
proval of the Postmaster General. He was portrayed in the 
movies in favor of making this order and was shown having 
the transformation made from a 3-cent stamp to a 2-cent 
stamp. In that way I got the distinct impression that he is 
willing it should be done. But whether he is convinced or 
not on that subject, I am convinced that the rate should be 
reduced from 3 cents to 2 cents, and therefore I should like 
to have the Senate vote definitely on the question. 

Mr. HARRISON. Mr. President, I shall delay the Senate 
but a moment. The Postmaster General has never made the 
statement that he is in favor of reducing the first-class 
postage rate from 3 cents to 2 cents. He has recommended 
and is in favor of reducing the rate on drop letters from 3 
cents to 2 cents, and expressed the hope that when we have 
a revival of business we may reduce the rate on first-class 
mail matter the country over, but he has never recom- 
mended a reduction from 3 cents to 2 cents on all first-class 
matter at this time. 

Mr. COUZENS. Mr. President, is it not a fact that the 
testimony was that even by reducing the postage on drop 
letters we would lose $17,000,000 of revenue? 

Mr. HARRISON. Yes. Unless there is a tremendous re- 
vival of business, we will lose $17,000,000 by this reduction 
of the postage on drop letters, according to Mr. Graves. 
According to Mr. Woods, who was before the Ways and 
Means Committee, we will lose $9,000,000. If the amend- 
ment of the Senator from Florida should be adopted, reduc- 
ing the general first-class rate from 3 cents to 2 cents, the 
Government would lose $80,000,000 of revenue. We cannot 
stand that loss at this time, and I hope sincerely the amend- 
ment will be rejected. 

The PRESIDING OFFICER. The question is on agreeing 
to the amendment of the Senator from Florida. 

Mr. TRAMMELL. I call for the yeas and nays. 

The yeas and nays were not ordered. 

The amendment was rejected. 

Mr. LONG. Mr. President, I now offer for consideration 
the amendment which I asked on yesterday to have printed 
and lie on the table. I suggest that the amendment need 
not be read. I ask unanimous consent that the amendment 
may be printed in the Recorp in lieu of being read at this 
time and that we may proceed to its consideration. 

The PRESIDING OFFICER (Mr. Durry in the chair). 
there objection? 

Mr. COUZENS. I object. 

Mr. LONG. Then I ask that the amendment be read. 

The PRESIDING OFFICER. The clerk will read the 
amendment for the information of the Senate. 

The Chief Clerk proceeded to read the amendment. 

During the reading 

Mr. COUZENS. Mr. President, I objected to the unani- 
mous-consent request of the Senator from Louisiana that his 
amendment be printed in the Recorp without reading. I did 
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not know the nature of the amendment at the time. I with- 
draw any objection I had to waiving the reading of the 
amendment. 

The PRESIDING OFFICER. Without objection, the 
amendment will be printed in the RECORD. 

Mr. Lonc’s amendment is to add, at the proper place, the 
following new sections: 


Sec. —. That subsection (a) of section 12 of the Revenue Act 
of 1932 is amended by striking out the last five paragraphs thereof 
and inserting in lieu thereof the following new paragraphs: 

“$120,960 upon net incomes of $300,000; and upon net incomes 
in excess of $300,000 and not in excess of $400,000, 55 percent in 
addition of such excess. 

“ $175,960 upon net incomes of $400,000; and upon net incomes 
in excess of $400,000 and not in excess of $500,000, 60 percent in 
addition of such excess. 

“$235,960 upon net incomes of $500,000; and upon net incomes 
in excess of $500,000 and not in excess of $600,000, 65 percent in 
addition of such excess. 

“$300,960 upon net incomes of $600,000; and upon net incomes 
in excess of $600,000 and not in excess of $700,000, 70 percent in 
addition of such excess. 

“$370,960 upon net incomes of $700,000; and upon net incomes 
in excess of $700,000 and not im excess of $800,000, 75 percent in 
addition of such excess. 

“ $445,960 upon net incomes of $800,000; and upon net incomes 
in excess of $800,000 and not in excess of $900,000, 80 percent in 
addition of such excess. 

“$525,960 upon net incomes of $900,000; and upon net incomes 
in excess of $900,000 and not in excess of $1,000,000, 90 percent in 
addition of such excess. 

“ $615,960 upon net incomes of $1,000,000; and upon net incomes 
in excess of $1,000,000, 100 percent in addition of such excess.” 

Sec. —. Subsection (b) of section 401 of such act is amended 
by striking out the last paragraph thereof and inserting in lieu 
thereof the following new paragraphs: 

“ $3,116,000 upon net estates of $10,000,000; and upon net estates 
in excess of $10,000,000 and not in excess of $12,500,000, 45 percent 
in addition of such excess. 

" $4,241,000 upon net estates of $12,500,000; and upon net es- 
tates in excess of $12,500,000 and not in excess of $15,000,000, 50 
percent in addition of such excess. 

“ $5,491,000 upon net estates of $15,000,000; and upon net es- 
tates in excess of $15,000,000 and not in excess of $17,500,000, 55 
percent in addition of such excess. 

“ $6,866,000 upon net estates of $17,500,000; and upon net es- 
tates in excess of $17,500,000 and not in excess of $20,000,000, 60 
percent in addition of such excess. 

“ $8,366,000 upon net estates of $20,000,000; and upon net es- 
tates in excess of $20,000,000 and not in excess of $22,500,000, 65 
percent in addition of such excess. 

“$9,991,000 upon net estates of $22,500,000; and upon net es- 
tates in excess of $22,500,000 and not in excess of $25,000,000, 70 
percent in addition of such excess. 

“$11,741,000 upon net estates of $25,000,000; and upon net es- 
tates in excess of $25,000,000 and not in excess of $27,500,000, 75 
percent in addition of such excess. 

“ $13,616,000 upon net estates of $27,500,000; and upon net es- 
tates in excess of $27,500,000 and not in excess of $30,000,000, 80 
percent in addition of such excess. 

“$15,616,000 upon net estates of $30,000,000; and upon net es- 
tates in excess of $30,000,000 and not in excess of $32,500,000, 85 

t in addition of such excess. 

“$17,741,000 upon net estates of $32,500,000; and upon net es- 
tates in excess of $32,500,000 and not in excess of $35,000,000, 90 
percent in addition of such excess. 

“$19,991,000 upon net estates of $35,000,000; and upon net es- 
tates in excess of $35,000,000, 95 percent in addition of such 
excess.” 

In addition there shall be levied, collected, and paid upon the 
transfer to any beneficiary of the decedent a tax equal to 100 
percent of the value of his beneficial interest in excess of $5,000,- 
000, less any State death taxes imposed in respect of such interest; 
such tax to be paid by the executor of the decedent and to be 
subject to all applicable provisions of law relating to other taxes 
imposed by this section. 

Sec. —. That in order to provide for the common defense, to 
finance the prosecution of war, to support the Army, and to main- 
tain the Navy— 

(a) There shall be levied, collected, and paid for the calendar 
year 1933 and each calendar thereafter a capital tax, com- 
puted as provided in subsection (c) of this section, upon the net 
capital of every individual, resident or nonresident. 

(b) The tax provided for in this section shall apply to net 
capital as computed in accordance with the provisions of section 2 
of this act; but in the case of a nonresident individual not a 
citizen of the United States shall apply only to the net capital 
computed on capital located within the United States. 

(c) The tax referred to in subsection (a) of this section shall 
be as follows: 

There shall be levied, collected, and paid for each taxable year 
upon the net capital of every individual a capital tax as follows: 

Upon a net capital of $1,000,000 there shall be no capital tax; 
upon a net capital in excess of $1,000,000 and not in excess of 
$2,000,000, 1 percent of such excess, 
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$10,000 upon a net capital of $2,000,000; and upon a net capital 
in excess of $2,000,000 and not in excess of $3,000,000, 2 percent in 
addition of such excess. 

$30,000 upon a net capital of $3,000,000; and upon a net capital 
in excess of $3,000,000 and not in excess of $4,000,000, 3 percent in 
addition of such excess. 

$60,000 upon a net capital of $4,000,000; and upon a net capital 
in excess of $4,000,000 and not in excess of $5,000,000, 4 percent in 
addition of such excess. 

$100,000 upon a net capital of $5,000,000; and upon a net capi- 
tal in excess of $5,000,000 and not in excess of $6,000,000, 5 percent 
in addition of such excess. 

$150,000 upon a net capital of $6,000,000; and upon a net capi- 
tal in excess of $6,000,000 and not in excess of $7,000,000, 6 percent 
in addition of such excess. 

$210,000 upon a net capital of $7,000,000; and upon a net capi- 
tal in excess of $7,000,000 and not in excess of $8,000,000, 7 percent 
in addition of such excess. 

$280,000 upon a net capital of $8,000,000; and upon a net capi- 
tal in excess of $8,000,000 and not in excess of $9,000,000, 8 percent 
in addition of such excess. 

$360,000 upon a net capital of $9,000,000; and upon a net capi- 
tal in excess of $9,000,000 and not in excess of $10,000,000, 9 percent 
in addition of such excess. 

$450,000 upon a net capital of $10,000,000; and upon a net capi- 
tal in excess of $10,000,000 and not in excess of $20,000,000, 10 per- 
cent in addition of such excess. 

$1,450,000 upon a net capital of $20,000,000; and upon a net capi- 
tal in excess of $20,000,000 and not in excess of $30,000,000, 20 per- 
cent in addition of such excess. 

$3,450,000 upon a net capital of $30,000,000; and upon a net capi- 
tal in excess of $30,000,000 and not in excess of $40,000,000, 30 per- 
cent in addition of such excess. 

$6,450,000 upon a net capital of $40,000,000; and upon a net capi- 
tal in excess of $40,000,000 and not in excess of $50,000,000, 40 per- 
cent in addition of such excess. 

$10,450,000 upon a net capital of $50,000,000; and upon a net 
capital in excess of $50,000,000 and not in excess of $60,000,000, 
50 percent in addition of such excess, 

$15,450,000 upon a net capital of $60,000,000; and upon a net 
capital in excess of $60,000,000 and not in excess of $70,000,000, 
60 percent in addition of such excess. 

$21,450,000 upon a net capital of $70,000,000; and upon a net 
capital in excess of $70,000,000 and not in excess of $80,000,000, 
70 percent in addition of such excess. 

$28,450,000 upon a net capital of $80,000,000; and upon a net 
capital in excess of $80,000,000 and not in excess of $90,000,000, 
80 percent in addition of such excess. 

$36,450,000 upon a net capital of $90,000,000; and upon a net 
capital in excess of $90,000,000 and not in excess of $100,000,000, 
90 percent in addition of such excess. 

$45,450,000 upon a net capital of $100,000,000; and upon a net 
capital in excess of $100,000,000, 100 percent in addition of such 
excess. 

Sec. —. The term “net capital” as used in this act means the 
total value of all property, whether real or personal, tangible or 
intangible, owned by the individual at the close of the calendar 
year, less the amount of any indebtedness outstanding on such 
date. 

Sec. —. (a) Any individual haying a net capital for the calendar 
year of $1,000,000 or over shall make a return under oath in 
duplicate, Such return shall set forth (1) a detailed report of 
all items of property owned by the person making the return at 
the close of the calendar year and a statement of their value; 
(2) the items of indebtedness claimed and allowable as deductions; 
and (3) such further information as may be required by regula- 
tions made pursuant to law. 

(b) The return shall be filed on or before the 15th day of March 
following the close of the calendar year with the collector for the 
district in which is located the legal residence or principal place 
of business of the person making the return, or if he has no legal 
residence or principal place of business in the United States, then 
with the collector at Baltimore, Md. 

(c) Any person required under the foregoing provisions of this 
act to pay any tax, or required by law or regulations made under 
authority thereof to make a return, keep any records, or supply 
any information, for the purposes of the computation, assessment, 
or collection of any tax imposed by such provisions, who willfully 
fails to pay such tax, make such return, keep such records, or 
supply such information, at the time or times required by law 
or regulations, or any person who attempts by any device what- 
soever to avoid liability for any tax impos by this act while 
retaining control of his property, shall, in addition to other penal- 
ties provided by law, be guilty of a felony and, upon conviction 
thereof, be fined not more than $10,000, and imprisoned for not 
more than 2 years. 

Sec. —. The Commissioner of Internal Revenue, with the ap- 
proval of the Secretary of the Treasury, is hereby authorized to 
make and publish such rules and regulations as may be necessary 
to carry out the provisions of this act. 

Sec. —. Section 502 of the Revenue Act of 1932 is amended 
by striking out the last paragraph thereof and inserting in lieu 
thereof the following new p: phs: 

“$2,312,125 upon net gifts of $10,000,000; and upon net gifts 
in excess of $10,000,000 and not in excess of $20,000,000, 37% 
percent in addition of such excess. 
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“ $6,062,125 upon net gifts of $20,000,000; and upon net gifts 
in excess of $20,000,000 and not in excess of $30,000,000, 40 per- 
cent in addition of such excess. 

“$10,062,125 upon net gifts of $30,000,000; and upon net gifts 
in excess of $30,000,000 and not in excess of $40,000,000, 45 percent 
in addition of such excess. 

“$14,562,125 upon net gifts of $40,000,000; and upon net 
gifts in excess of $40,000,000 and not in excess of $50,000,000, 
50 percent in addition of such excess. 

“ $19,562,125 upon net gifts of $50,000,000; and upon net gifts 
in excess of $50,000,000 and not in excess of $60,000,000, 55 per- 
cent in addition of such excess. 

“ $25,062,125 upon net gifts of $60,000,000; and upon net gifts 
in excess of $60,000,000 and not in excess of $70,000,000, 60 
percent in addition of such excess. 

“ $31,062,125 upon net gifts of $70,000,000; and upon net gifts 
in excess of $70,000,000 and not in excess of $80,000,000, 70 percent 
in addition of such excess. 

“ $38,062,125 upon net gifts of $80,000,000; and upon net gifts 
in excess of $80,000,000 and not in excess of $90,000,000, 80 
Percent in addition of such excess. 

“ $46,061,125 upon net gifts of $90,000,000; and upon net gifts 
in excess of $90,000,000 and not in excess of $100,000,000, 90 
percent in addition of such excess. 

“ $55,062,125 upon net gifts of $100,000,000; and upon net gifts 
in excess of $100,000,000, 100 percent in addition of such excess.” 

Sec. —. This act shall take effect as of January 1, 1934. 


LIMITATION OF FORTUNES—SPREADING WEALTH AMONG THE MASSES 

Mr. LONG. Mr. President, I have prepared for the Sen- 
ate’s ready observation some charts undertaking to detail by 
hieroglyphics and symbols the present situation that has 
developed, requiring legislation such as I have offered by 
this amendment, 

I have here a chart, Mr. President and gentlemen of the 
Senate, purporting to show the condition of the wealth of 
America year by year, particularly as accentuated since the 
year 1907. I have drawn here two triangles, one standing on 
the angle and the other on the base. The word “ prosperity ” 
here should read “property.” That is an error by the 
printer. I am showing by this illustration that year by year 
a smaller percentage of the people of the United States have 
come into the ownership of a larger percentage of the 
property. 

In other words, back in 1907 the plutocratic element of 
America, the concentrated owning class, comprised, we will 
say, 7 or 8 or, perhaps, 9 percent, owning something like 50 
percent of the wealth. That was in 1907. 

In 1916 that pluto¢ratic class had concentrated to a point 
where 2 percent of the people owned 60 percent of the wealth. 

In 1930 that had concentrated to such an extent that the 
same percentage of the wealth—around 60 percent—was 
owned by 1 percent of the people. 

In 1931 and 1932 our present President, Franklin Roose- 
velt, analyzed these figures as to the growing concentration 
of wealth. 

Mr. BORAH. Mr. President, may I ask the Senator what 
authority he has for those figures? 

Mr. LONG. I am going to give the authority. For the 
figures of 1916 I have the authority of the Industrial Rela- 
tions Committee report. 

Mr. BORAH. The reason I ask the question is because 
there has been so much dispute about the figures. 

Mr. LONG. I will give the authority, then, before I pro- 
ceed further. 

There are very meager figures for the year 1907. We 
know that in 1907 President Theodore Roosevelt summed 
up in a general way a particular estimate that he had at 
that time, and deplored the condition in about these words— 
that there had arisen a condition of concentration of wealth 
in America that was gradually becoming so alarming that 
the Congress of America would have to provide by law 
against any one person’s being allowed to transfer an im- 
mense fortune to an heir in the years to come, to prevent 
that calamity of concentration from destroying America and 
its institutions. 

Answering the Senator from Idaho, in 1916 a report was 
made by the Industrial Relations Committee, based upon 
statistics at that time, reporting that the wealth of America 
was owned as follows: 

Two percent of the people owned 60 percent of the wealth. 
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Thirty-three percent of the people owned 35 percent of 
the wealth. 

Sixty-five percent of the people owned 5 percent of the 
wealth. 

They concluded with the warning that a little city with 
a population less than that of Chicago owned more of the 
wealth of the Nation than the other 108,000,000 people, 
or as the census was at that time. 

In 1931 I produced here in the Senate the report of the 
Federal Trade Commission in which they showed from such 
estimates as they had been able to make of the decedents, 
that 59 percent of the wealth was in the hands of 1 percent 
of the people. I fortified that by another review. 

In the year 1916—September 23, 1916—the Saturday 
Evening Post undertook to make an editorial survey based 
upon the statistics obtainable from the Bureau of Internal 
Revenue, and estimated that this country had finally 
worked itself into “a bloated plutocracy comprising, it said, 
1 percent of the population lording it over a starveling 
horde, with a very thin margin of well-to-do in between ”; 
but in 1930, according to the Federal Trade Commission’s 
statistics, 1 percent of the people in the United States 
owned 59 percent of the wealth. 

We have the statistics furnished us by President Roose- 
velt, before he had been nominated in Chicago and after 
he had been nominated in Chicago, in which he pointed to 
the striking fact that some six hundred and odd corpora- 
tions in America were in absolute control of the economic 
and industrial lives and fortunes of this country. 

I have submitted in the Recorp here, in the course of 
several speeches I have made on this and kindred sub- 
jects, the statistics of various and sundry concerns, show- 
ing the monopoly that has gradually progressed in con- 
trolling such industries as rubber, automobiles, banking, 
copper, telephones, steel, and all such industries of major 
importance, to the point that there is practically an entire 
control of the industries of this country today in the hands 
of relatively few men. 

Mr. President, our calculations, based upon such figures 
as the American Federation of Labor has been able to as- 
semble, and based upon such figures as our departments 
have been able to reach, and upon such as have been re- 
ported by the rating agencies, are these: 

That beginning in the year 1927 there were 435 business 
institutions closing their doors every day. In other words, 
the chain grocery stores, chain banks, and chain drug 
stores had reached such a point of control that beginning 
with the year 1927 and the year 1928 an average of 435 
independent business places went out of existence every 
Gay until the crash finally came on in the year 1929. 
There was not any doubt that we were on our way to a 
crash sometime around 1929 or before that time. We had 
reached a point where no such thing as an independent 
business could survive under the concentrated fortunes ex- 
isting at that time; so much so that it became a well- 
known, undisputed fact that no such thing was possible 
as an independent business that could be organized with 
any reasonable chance of thriving under the economic 
concentration existing at that time. 

Inasmuch as the Senator from Michigan [Mr. Couzens] 
has withdrawn his demand for the reading in full of the 
amendment which I have proposed, I wish to state, before 
proceeding further, just what the amendment provides. 

I take the existing schedules applying on income taxes 
and, beginning with the tax on incomes amounting to 
$300,000, I gradually scale them up until, when we reach 
a net income of $1,000,000, exclusive of taxes and of inter- 
est, there is no such thing allowed to any one man as an 
earning in excess of $1,000,000 a year. I take the income 
taxes from a net income of $300,000 and scale them up to 
the point that when an income of $1,000,000 net is realized 
in 1 year by one man he is not allowed any further income, 
but the balance goes to the Treasury of the United States. 

That is the first provision. 

. The second provision of the amendment is this: I take 
the present inheritance taxes and I scale them up to the 


CONGRESSIONAL RECORD—SENATE 


May 12 


point that when a man has inherited $5,000,000, or has 
received that much in gifts, no one heir, no one child, no 
one person is allowed to inherit more than $5,000,000 that 
he never did a lick of work to earn in his lifetime. 

I allow one man to earn $1,000,000 a year. I allow one 
child to inherit $5,000,000 without doing a lick of work to 
get it. Then all that is in excess of $1,000,000 a year in in- 
come goes to the United States Government, and all that is 
in excess of $5,000,000 in inheritances, goes to the United 
States Government. 

Now I come to the last part of this bill which I have 
offered as an amendment to the pending revenue bill. 

Mr. BORAH. Mr. President—— 

The PRESIDING OFFICER. Does the Senator from 
Louisiana yield to the Senator from Idaho? 

Mr. LONG. I yield to the Senator. 

Mr. BORAH. I understand that the Senator’s amend- 
ment first proposes to put a limit upon incomes of $1,000,000 
a year. 

Mr. LONG. Yes, sir; a very drastic provision of the law. 

Mr. BORAH. Secondly, he proposes, however, that a per- 
son may inherit $5,000,000. 

Mr. LONG. Yes, sir. 

Mr. BORAH. With all due deference to the Senator’s pro- 
posal, it seems to me that ought to be turned around; that 
a man ought not to be permitted to inherit five times as 
much as he may earn by his efforts. 

Mr. LONG. No; in 1year. He is allowed to earn $1,000,000 
in 1 year. 

Mr. BORAH. He inherits in 1 year. 

Mr. LONG. Well, it might be said that he inherits it in 
a minute, if you restrict it to that time. I allow him total 
inheritances of $5,000,000 in a lifetime. 

I want to say to the Senator that I think these figures are 
too high in both brackets. I do not think any one man 
ought to be allowed to inherit $5,000,000. I do not think 
any one man ought to be allowed to earn, exclusive of all 
interest, taxes, and costs, that much, or to inherit $5,000,000; 
but this is more or less in line with the policy of the law. 
We have not been so heavy on the inheritances as we 
should have been; and I may say to the Senator that to 
some extent I am following the Napoleonic law on that 
subject, I come from a State where that is the law. I 
am to some extent following in the path of the Napoleonic 
Code, and I am further undertaking to give to the Con- 
gress a scale of rates that will cause sufficient distribution 
of wealth without crippling the initiative of any one particu- 
lar person. 

In other words, take Mr. Morgan and Mr. Vanderbilt and 
Mr. Mellon. They will leave at their death, we will say, 
fortunes of several hundred million dollars; it might be 
$300,000,000; it might be a billion dollars. It has been esti- 
mated in good times that some of these men owned amounts 
reaching up to a billion dollars or more. If Mr. Mellon, for 
instance, should die today, and we will say that he had 
five children, and left a billion dollars in wealth, he could 
give to each one of those children $5,000,000 at his death. 
That would mean that $25,000,000 would be inherited by the 
five Mellon children, if there were that many. That would 
then mean that $975,000,000 would go into the Treasury of 
the United States Government. That would mean that we 
would not have restricted the fortunes or the lives or the 
activities of the sons and daughters of the well-to-do. We 
would have allowed them more money than they could spend 
in their lifetime or reasonably use in their lifetime. We 
would not deprive them of a luxury on the face of the 
earth. We would not stifle them in any ambition, regardless 
of what might be the particular glory or satisfaction they 
were undertaking to accomplish; but we would put into the 
Treasury of the United States, when a billion-dollar fortune 
fell to inheritance, $975,000,000, and allow inheritances not 
to exceed $5,000,000 to each child. 

Mr. President, this is not a revolutionary matter. It is 
nothing new. We have known, if we know anything at all, 
that this country cannot survive with the present set-up, by 
which concentration is not only encouraged but is practi- 
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cally forced under the present system of laws. We not only 
should have known—we could not have known to the con- 
trary—that we cannot continue to allow a smaller per- 
centage of the people to own a greater percentage of the 
wealth without reaching the exact condition which Presi- 
dent Roosevelt says the country will reach; that is to say, 
in the language of President Roosevelt, that we are only a 
few years away from the time when less than 100 men will 
own and control and dictate everything in the United States. 

Mr. BORAH. Mr. President, will the Senator yield? 

Mr. LONG. I yield. 

Mr. BORAH. I understood, from the figures read by the 
Senator, that his figures disclose the startling fact that 1 
percent of the people of the United States own 59 percent 
of its wealth. 

Mr. LONG. From the best figures the Federal Trade 
Commission could supply. 

Mr. BORAH. What the Senator has in view is a redis- 
tribution of the wealth of the United States? 

Mr. LONG. Yes. 

Mr. BORAH. But if the Senator takes the illustration of 
the Mellon estate, of which he was speaking, and distributes 
$25,000,000 among the children, and the balance of it goes 
into the Treasury of the United States, how is it going to 
reach that 59 percent which we want to distribute? 

Mr. LONG. It is very easy to reach. I am glad the Sen- 
ator asked that question. I will come to it. It is so simple 
that I think before I answer it, the Senator will not require 
an answer. 

We will relieve 99 percent of the people from having to 
contribute the $975,000,000 that will be contributed by the 
plutocracy. That is one way. We will build up the coun- 
try, the rivers and harbors, pay off debts for the wars, or 
what not, all will be supported, and the money thus gath- 
ered into the Treasury will naturally be diffused for the 
various purposes of Government and out to all the people. 

Mr. ROBINSON of Indiana. Mr. President, we would 
have funds, then, too, to provide for the national defense. 

Mr. LONG. Yes; we not only would have funds to provide 
for the national defense, but the soldiers’ bonus would not 
have to be delayed, we would not have to enact an economy 
bill, we would not have to be talking about a sales tax, we 
would be gathering the money into the United States Treas- 
ury and diffusing it for roads, for schools, for farm relief, for 
hospitals, for rivers and harbors, for soldiers and for sailors, 
for pensions, for the unemployed, for every kind of activity, 
the guaranty-of-bank deposits, including, if we might say 
so, sufficient funds to enable the Reconstruction Finance 
Corporation to finance the railroads, anything we needed 
to do; so much so that, according to the estimates which I 
have made, we would have enough money contributed by 
the 1 percent of the population of this country in a period 
of 15 years, at the most, so that it is probable that some- 
thing like one third of the national wealth would find its 
way back through the United States Treasury for redistribu- 
tion, and for expenditure on the part of the Government. 

Why are we delaying the work of developing the Mississippi 
River? It is a big matter. Why are we waiting to provide a 
Navy? Because of lack of funds. Why are we not paying 
off the debt we owe to the soldiers? Because, the Senator 
from Mississippi tells us, the Treasury is bankrupt. Why 
are we not discharging $27,000,000,000 of debt which we owe 
for the last war? The United States Government is today 
in debt $27,000,000,000; $20,000,000,000 for bonds which are 
outstanding for a certain length of time and $7,000,000,000 
floating indebtedness, which has been issued by the Treas- 
ury since the depression started and a short time before. 
We find that the United States Government will be needing 
within a certain length of time not only to raise funds for 
rivers and harbors, for navies, and for soldiers, but actually 
to raise money to pay off $27,000,000,000 of public debts. 

From what source is this money to come? If this money 
comes out of those who have accumulated the resources of 
this country at the top, the money will gradually come into 
the United States Treasury and be filtered out to the work- 
ingman who is on the levee; it will be filtered out to the 
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rural mail carrier; it will be given to the soldier; it will be 
given to the sailor; it will be given to the creditor; and 
gradually, as this country relieves the man at the bottom 
of the burden of taxes and gives him the benefit of wealth 
at the top, in reducing his hours of work, in increasing his 
pay, in giving such relief as may be necessary to banks, to 
farms, and to labor, everyone in America will share in the 
distribution of public funds made by the Government. In 
fact, there is no such thing as public money spent that does 
not inure to the population almost as a whole. 

Mr. President, I stepped somewhat aside from explaining 
the bill in answering the Senator from Idaho [Mr. Bora]. 
Let me illustrate the last provision of the bill. If we had 
started in time, we would not have to be so very drastic 
with this legislation at this time. Had we heard the voice 
of Theodore Roosevelt in 1907, we would not have had 10,000 
banks closing in 1930 and 1931. If we had heard the voice 
of Woodrow Wilson in 1916, we would not have had the 
calamity in 1929. If we had heard the voice of such maga- 
zines as the Saturday Evening Post in 1916 and 1919, we 
would not have needed this legislation. If we had harkened 
back to the days of Daniel Webster when, in that speech 
which he made at Plymouth, he warned that this country 
had to set up a system of laws to prevent the wealth of this 
country from being concentrated in the hands of a few if we 
expected the country to last; if we had taken the advice 
of Abraham Lincoln; if we had heard the voice of Jefferson; 
if we had heard the voice of every leading man this country 
had of that day and time, and practically of all days and 
times, even down to the present day and time; if we had 
gone back in time, we would not today be required to be so 
drastic in the legislation that is necessary to relieve this 
country of the concentration of wealth in the hands of the 
few which now faces it. But we have waited until the 
house is nearly burned down; we have waited until there 
is no such thing as a flowing wealth in the United States. 
It is concentrated in the hands of the few, and the few 
have become as cannibals. 

The ruling plutocratic class that started at 5 percent 
gradually shrank until it became 4 percent. In 1916 that 
same class dwindled down to 2 percent, and in 1930 it 
dwindled down to 1 percent. They are cannibals among 
themselves. They not only had begun to take the wealth 
that was in the hands of the little man and in the hands of 
the middle man, but they became financial cannibals, eating 
up the financial existence of one another, until the pluto- 
cratic element that was 5 and 4 and 3 and 2 percent as late 
as 1916, had become a plutocratic element of 1 percent in 
1930. 

Mr. President, that does not tell the story. In 1916, when 
2 percent of the people owned 60 percent of the wealth, 
there was a middle class, 33 percent who owned 35 percent 
of the wealth. That was the condition in 1916. But where 
is the middle class today? Where is the corner grocery- 
man, about whom President Roosevelt speaks? He is gone 
or going. Where is the corner druggist? He is gone or go- 
ing. Where is the banker of moderate means? He is van- 
ishing. The middle class, 33 percent of the people, who 
owned 35 percent of the wealth in 1916, has disappeared; 
and, according to the most conservative estimates, which 
are not even disputed, the middle class today cannot pay the 
debts they owe and come out alive. In other words, the mid- 
dle class is no more. There is no middle class. The middle- 
class individual has either made his way up into the plu- 
tocracy of 1 percent of the population, or he has fallen into 
the general class of the masses of 99 percent of the people 
who own a very small, dwindled, and restricted percentage 
of the wealth. There is no middle class. 

Mr. President, we cannot wait for all these rich men to 
die. They are not going to die fast enough for the Govern- 
ment to secure their money through an inheritance tax. 
Some of them are good men, and we do not want them to 
die. They are men whom we can use, and they are no 
different from anyone else. 

Mr. President, I have proposed a capital-levy tax, within 
the Constitntion of the United States. I have proposed by 
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legislative and congressional action that on a net capital 
of $1,000,000 there will be no capital tax, but upon all that 
is in excess of $1,000,000 up to $2,000,000 the Government 
will take 1 percent. That means that if my friend the 
Senator from Ohio has a fortune of $2,000,000, the Govern- 
ment will require him to pay $20,000 of capital-levy tax. 

I then propose that on a fortune of from $2,000,000 to 
$3,000,000 we will take 2 percent of the next million, 3 per- 
cent of the next million, from $3,000,000 to $4,000,000, 4 
percent of the next million. I propose that we gradually 
increase the tax 1 percent on the million dollars of wealth 
until the point of $100,000,000, and when we reach $100,- 
000,000, the United States Government will take 100 per- 
cent of all over the $100,000,000. [Laughter.] 

Mr. LEWIS. Mr. President, I rise to a point of order. 

The PRESIDING OFFICER. The Senator will state it. 

Mr. LEWIS. I suggest that there be order in the gal- 
leries. A Senator is occupying the floor debating an im- 
portant question, and the occupants of the galleries should 
be informed that it is not a matter of amusement, and that 
this is not a movie theater. 

The PRESIDING OFFICER. The Chair admonishes the 
occupants of the galleries that they are here as the guests 
of the Senate, and the Senate rules strictly prohibit demon- 
strations of any kind. The rules of the Senate must be 
lived up to. 

Mr. LONG. I do not object to interruptions, although 
I thank my friend, the Senator from Illinois. I want to 
say, however, that in stating that under my amendment a 
man would be allowed to own up to fifty or a hundred mil- 
lion dollars, I probably excited mirth. I know that in that 
particular this amendment seems ridiculous. It seems ab- 
surd for us to be trying to limit fortunes to fifty, fifty-five, 
or a hundred million dollars. It seems almost preposterous 
that in this day, when from thirteen to fifteen million people 
are unemployed; in this day, when somewhere in the neigh- 
borhood of 60,000,000 people are on the verge of starvation; 
that in this day of too much to eat and too much to wear, 
a Member of the United States Senate would be on the floor 
of the Senate urging such a preposterous proposition as al- 
lowing any one man to make a million dollars in a year, or 
to allow any one child to inherit $5,000,000 without work- 
ing for it, or to allow any one man to own from fifty to a 
hundred million dollars. It seems almost absurd that in 
this land of plenty and of too much anyone would be urg- 
ing in the Senate, or be called upon to urge before the law- 
makers of the United States, that in order that there might 
be such a thing as people eating what is here and wearing 
what is here, we would try to fix the absurd limitation on 
fortunes of fifty to a hundred million dollars. Yet that 
has even been referred to as being drastic and radical, a 
type and order of legislation that might beset the country 
with evils and destroy its initiative. 

Mr. President, there is no sound-thinking man today who 
need expect to see this country emerge from the present 
chaos unless there shall be a redistribution of wealth. We 
need an expansion of the currency; we need more money; 
that is necessary for two purposes: First, because it is one 
of the means that will help us accomplish a decentraliza- 
tion of wealth and a redistribution in the hands of the 
masses; second, in order to allow intercourse in trade do- 
mestically and with foreign nations. But even though we 
do expand the currency, that is not going to accomplish 
anything like the necessary fundamental reform of redistrib- 
uting the wealth of the country so that it may be shared 
among the people. 

In order that I may illustrate that idea and to prove that 
what I am saying is in accord with modern thought, let me 
say that I am undertaking to carry out and to write into 
law the policy of the present President of the United States. 

Mr. President, I saw the President before he made some 
of these important announcements. I knew how he felt 
about these matters probably in advance of many others of 
the American people. I was glad to ascertain, even before 
he had become a candidate for President of the United 
States, how he felt along such lines when he was formulat- 
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ing public utterances that later fell from his lips as impor- 
tant messages to the people. It was in his speech at Atlanta, 
Ga., where he said that the trouble with America was not 
the lack of anything; that it was not the lack of foodstuffs 
that kept people from eating; that it was not the lack of 
clothing that kept people from having enough to wear; that 
it was not the lack of houses that kept people from having 
homes; but it was the pronouncement of the President of 
the United States that the trouble, in his own words, was an 
insufficient distribution of the things that this country had; 
the lack in the hands of the people of those things which 
they needed in order to give them purchasing power and 
enable them to live. 

I have excerpted these few remarks from his campaign 
utterances; they are fair excerpts, Mr. President, although 
the Senate will understand that it has been necessary to 
eliminate much in order to give just a few utterances that 
are pertinent. 

Says our President: 

We find concentrated power in a few hands; the eee in 
Da has narrowed; the independent business man is running 

a losing race. He is squeezed out by highly organized corporate 
competition, as your corner groceryman can tell you. 

That is the language of our President. He further says: 


Our economic life is dominated by six hundred and odd cor- 
porations. We shall have all American industry controlled by a 
dozen corporations and run by perhaps a hundred men. 


Those are the words of our President, showing, Mr. Presi- 
dent, that in the language of our President there is no such 
thing as a living or a livelihood for the independent business 
or independent institution in this country; that we are run- 
ning a losing race, and that if we are not already, in other 
words which he used—I did not have the space to display all 
the quotations on this one placard—that if we are not al- 
ready in the midst of industrial absolutism, we are on the 
way there and bound to reach it unless we retrace our steps 
and go in the opposite direction; and, says our President, 
our basic trouble is not a lack of things but a lack of a 
proper distribution of them. 

Having made myself modern, I go back to the year 1907, 
when Theodore Roosevelt was considering this question. I 
display in abbreviated form on this placard on the wall 
{indicating] the words of Theodore Roosevelt along about 
1907: 

We shall have to adopt— 


Said Mr. Roosevelt in 1907— 


some progressive tax on all fortunes, so as to put it out of the 
power of one to hand down more than a certain amount. 


Those are the words of Theodore Roosevelt; and yet, Mr. 
President, we have waited for 26 years after Theodore Roose- 
velt had uttered that warning, and we now see that plu- 
tocracy of about 5 percent that owned half the wealth grow 
to a plutocracy of 1 percent that owns about 60 percent of 
the wealth. We have waited until that plutocracy have put 
the independent bank out of business; until they have put 
the independent drug store out of business; until they have 
shriveled up the dry-goods store, the hardware store, and 
the grocery store; we have waited until they have depressed 
the farmer to a point where he cannot earn the cost of pro- 
ducing a crop. We have waited, Mr. President, until we 
have had foodstuffs and wearing apparel piled so high that 
one cannot see the sun for them, and yet we let one half the 
people of the United States starve and go naked and home- 
less in a land of too much because we have not heard the 
words of Theodore Roosevelt in 1907; we have not heard the 
words of Franklin D. Roosevelt, and we have not trans- 
formed our promises and platitudes into law, as the people 
of America were entitled to expect, when we conducted the 
late successful campaign. 

Mr. President, in order that I may go back further and 
perhaps to even greater authority, I will refer to the words 
of a commission appointed by Woodrow Wilson. There are 
Senators in this body who were here in 1916—I think my 
friend the Senator from Arizona was here then—and they will 
recall that President Woodrow Wilson appointed an in- 
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dustrial relations committee, which conducted a thorough 
survey all over the United States. It took several months, 
and in the course of that survey they called in the leading 
economists of this country, including Mr. Basil Manley, Judge 
Walter Clark, John D. Rockefeller, Jr., Judge Gary. There 
were called before the Industrial Relations Committee the 
leading economists, the leading industrialists, the leading 
labor-union men who were to be found in that day and time. 

It was the purpose of that committee, appointed and 
created under the administration of President Woodrow 
Wilson, to find out what was the trouble with the United 
States. What did they report? I give you the first finding 
of the Industrial Relations Committee. They said, Mr. 
President, that the cause of the industrial unrest and the 
poverty and misery in America prevailing in the year 1916 
was first as found in the words on the placard on the 
wall— 

Unjust distribution of wealth and income. 


They showed, Mr. President, by the tables of that day and 
time, that it was a physical impossibility for a country to 
live and thrive and for its laborers and farmers ever to 
have an opportunity to educate their children and live in 
respectability with the wealth of the country concentrated 
to a point where 2 percent of the people owned 60 percent 
of the wealth. At that time the Industrial Relations Com- 
mittee showed that 33 percent of the people owned 35 per- 
cent of the wealth. Are we that well off now? We were 
supposed to correct the conditions that prevailed in 1916; 
but instead of having done that, instead of having pro- 
vided against a condition which at that time allowed 33 
percent of the people to own 35 percent of the wealth, we 
have let the middle class that owned 35 percent, be wiped 
out, obliterated altogether. We have left the plutocratic 
class of 2 percent dwindle to where 1 percent have as much 
wealth as 2 percent had when they owned 60 percent of the 
wealth, and the 65 percent of the people who owned 5 
percent of the wealth of the United States in 1916 do not 
own enough to pay their debts, and most of them are at the 
point of starvation. 

Now, I get back, Mr. President, to the fundamental law. 
I am going back very briefly and succinctly, if I can, to the 
fundamental law that has been proved by time and by ex- 
perience. At the conclusion of the Napoleonic wars, or 
some of them, the French people found that France had 
gone through such a constant scourge of war that it was 
impossible, except through a redistribution of income, for 
that country to live and survive. Therefore the law of 
France was arranged upon a basis providing, to some extent, 
for the redistribution of its wealth. That was done in this 
way: If a man with five children died, he was compelled to 
divide his wealth more or less equally among his heirs. He 
was not allowed to set up a trust or a fideicommissum. He 
was required to bequeath to his children his wealth, more 
or less, in equal parts. They were allowed to take the money 
at once and dispose of it in such way as they saw fit, 
except idiots and minors, who were placed under guardians 
and tutors. Under the law of France—and there were other 
laws which I have not the time to enumerate—the wealth 
of France was gradually thrown back into the treasury and 
panies into the hands of the people. That was the French 

W. 

That law was written into the law of the State of Louisi- 
ana. Strange as it may seem, following war after war 
which France had gone through, following scourge and pes- 
tilence, France has always been able to emerge from every 
calamity simply because she kept her wealth more or less 
equally distributed. She is better off today than any other 
country of which we know. It is because under the Napo- 
leonic code France has provided for a more or less equitable 
distribution of wealth that she survives today. Why did we 
not survive? For the opposite reason, if I may say so. 

Another proof is that the State of Louisiana, which pro- 
vided to some extent the same law which France enacted, 
has, as a State, had a fair share of this Nation’s wealth, 
regardless of adversities under which its people have 
struggled; and today, Mr. President, it may be pointed to as 
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having one of the best systems for distributing wealth among 
its people, because back far enough the law was so framed as 
to compel fortunes to be distributed equally among heirs 
with certain portions to be paid to the State. But Louisiana 
suffers now because the Nation is collapsing. 

That has not been done elsewhere in America. We have 
allowed a man to go along until he accumulated a million 
dollars and then to die and hand that fortune down to his 
most proficient son, and that son has taken the fortune of 
a million dollars and has rolled the snowball down hill and 
died and picked out his most proficient son and handed him 
a fortune of $10,000,000; and then we have allowed someone 
else to take the fortune of $10,000,000 and roll it through 
another generation and die with a fortune of $100,000,000, 
until greed and grasping faculties and monopoly have en- 
abled a few men to get together and squeeze the lifeblood 
out of every independent business of every kind and char- 
acter, and practically to make themselves masters of for- 
tune, of finance, and of Government and life in the United 
States. 

Are we going to let that condition continue? I do not 
know how the President would feel; but in view of what 
President Roosevelt has said, I do not see how he can feel 
other than that his principles had received a stab in the 
back at the hands of everybody in Congress who would not 
vote today to carry out those policies and those pronounce- 
ments to the people. 

If I were President of the United States—and I have only 
the human impulses that I think any ordinary human being 
like myself would have—if I were President of the United 
States and I had gone before the people of the United 
States pleading against this unjust distribution of wealth; 
if I had gone before my countrymen complaining of this 
bloated plutocraey of 1 percent existing in the land of 
plenty, existing in superluxury, and to the misery of the 
masses; if I were the President of the United States today 
who had warned the American people about this terrible 
calamity and growing canker; if I sat in the White House 
after having pointed out these difficulties and after having- 
promised a relief and a deliverance from such aggravated 
and accentuated concentration and disaster; if I were in the 
shoes of the President of the United States, having pointed 
out these conditions with the results that are here to prove 
it; if I were the President of the United States and saw 
Members of the House and Members of the Senate voting 
against the redistribution of wealth, to which I had dedi- 
cated my political lifetime, I would feel that not only had 
the Congress failed to catch the spirit of the time but had 
failed to stand by my platform and to aid me in the work I 
had undertaken. 

I know some may feel that it might have been well to have 
urged upon the President further to consider the logic of 
the situation. I have not done so. I have taken our great 
President at his word. That he says nothing now for these 
things does not detract from what he has said. I have come 
here to help him carry out his promises to the people. I 
have come here to help him because of his oft-repeated pro- 
nouncements in public and in private conversations, because 
in both I have heard him say these things to the American 
people. I have come here undertaking by an amendment to 
a revenue act to give to the Congress of the United States 
an opportunity to decentralize the wealth of the country. 

What I have proposed is what I advocated in the last 
Presidential campaign. What I said in the last Presiden- 
tial campaign, Mr. President, was stated at the request of 
and with the knowledge and upon the advice and consent 
of the great man who now occupies the position of Chief 
Executive. Nothing that I said at this time or at that time 
is any different in spirit or in letter from what the Presi- 
dent has himself announced to the people of the United 
States before and after his nomination, and before and 
after his inauguration as President of the United States. 

There may be some who think the calculations should 
be different. There may be some who think that instead 
of a man being allowed to earn a million dollars a year he 
should be allowed to earn only $500,000 a year. There may 
be some who think instead of a man being allowed to earn 


3324 


a million dollars a year he ought to be allowed to earn 
$1,500,000 a year. I have undertaken to set a figure that 
is approved by practically all men who have discussed the 
question, a figure at which no man can say his earning has 
been restricted in any way that will cripple his business, 
dwarf his initiative in business, or deprive him of a possible 
luxury. 

With reference to the $5,000,000 of inheritance, I agree 
with some of the critics that $5,000,000 is too much for any 
one child to inherit. There may be some who think most 
likely, as the Senator from Idaho [Mr. Borax] indicated, 
that probably $5,000,000 is out of order and out of propor- 
tion with the other provisions of my amendment. But be 
that as it may, I have undertaken to allow an inheritance 
in the millions sufficient so that there can be no such thing 
as a crippling of initiative and so there may be no such 
thing as luxury denied to the possessor of or the person 
inheriting that kind of fortune. 

There may be some who figure that the capital-tax levy 
ought not to allow $100,000,000 before taking all of a 
man’s money, but I have undertaken to set a figure which 
I feel will be sufficient to allow us a revenue to the Gov- 
ernment sufficient to care for its needs and to accomplish 
decentralization. 

I should like to give the Senate the estimates which I have 
made, based upon normal circumstances, and after that I 
have nothing further to say in support of the amendment. 
Here is my calculation. No; it is not my calculation. Here 
is the calculation which has been supplied to me. I have 
been told that within 10 years possibly, but certainly within 
15 years, under this decentralization plan the Treasury of 
the United States would have an income of around $150,- 
000,000,000. Not less than $10,000,000,000 and most prob- 
ably as much as $15,000,000,000 average per year would come 
to the Treasury of the United States Government as the 
result of the amendment which I have offered. 

Why do we wait for money to carry on public works and 
improvements? Why do we wait for money to pay the sol- 
diers’ bonus? Why do we wait for money to clear up defi- 
cits in the Treasury? Why do we wait for money to pay 
the $27,000,000,000 of bonded indebtedness of the United 
States? Why do we wait here, having to go and take the 
crippled, the aged and the injured soldier who has fought in 
defense of his country, and throw him out of the hospital 
and leave him at the mercy of the world, without a home 
to occupy, without clothes for his back and without food 
to eat? Why do we wait in this stifled condition with a 
land overflowing with milk and honey, flour and meal, po- 
tatoes and cream—everything on the living earth here in 
abundance and superabundance that mankind might de- 
sire to consume? Why do we wait in this country with 
people starving to death by the millions, when we have so 
much here that they could not eat it if everybody was given 
everything he wanted to eat to start with? 

Why? It is because we have taken the purchasing power 
out of the hands of the masses, because we have allowed the 
greed and avarice of the little bloated plutocracy of less 
than 1 percent of the people of the country to reach the 
point that they have amassed all the gold, all the wealth, 
all the silver, and all the property of America into so few 
hands that they actually have more satisfaction in owning 
that concentrated fortune and in the starvation of half the 
population of the country than they would have even 
though their fortunes allowed everybody to have plenty and 
themselves to enjoy whatever luxury could be supplied. 

Why talk about a farm problem when nobody has money 
enough to buy cotton goods to wear? No one need go 
around trying to find the source of the trouble. If anyone 
wants to find out why we cannot sell any more cotton, I 
will tell him why. It is because the women have not any 
money with which to buy calico. That is why we cannot 
sell any more cotton. Does anyone want to know why we 
cannot sell any more silk? The first reason is because 99 
percent of the people have not any money with which to 
buy silk. Does anyone want to know why we cannot sell 
shoes in the shoe stores, groceries in the grocery stores, and 
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dairy products? It is simply because 1 percent of the people 
controlling 59 percent of the wealth cannot eat any more 
than any other 1,000,000 people can eat and consume. 

When we have taken the purchasing power away from the 
people, when we have not fed and clothed 99 percent of the 
people living in a land of too much to eat and too much to 
wear, and when they do not have anything to buy, anything 
to eat, or anything to wear, how does anyone expect to sell 
the wheat crop and the cotton crop, the corn crop, and what- 
ever else is planted by the farmers of the country? 

Our factories are idle; certainly they are. How could 
they be anything else? Take the statistics as shown by the 
income-tax returns and it will be found that there is such 
a small percentage of the people earning anything like a 
livable income in this country that it would be impossible 
today to have any such thing as busy factories. 

Let us return our country to reason and equity. 

Therefore, Mr. President, I submit my amendment, and ask 
that we may have the yeas and nays. 


FOREIGN DEBT PROPAGANDA 
THE MISCONCEPTION OR MISREPRESENTATION BY EUROPEAN DEBTOR 

LANDS DELEGATES OF CONVERSATIONS WITH PRESIDENT ROOSEVELT 

AND HIS AIDES ON DEBT SUSPENSION 

Mr. LEWIS. Mr. President, I trust I do not impose too 
far upon the patience of the Senate at this rather unin- 
viting hour, when I arise to meet the invasion the news from 
the press placed on our table at this hour alarms our con- 
fidences. The report, as I catch it at a glance, is of very im- 
pending weight upon the United States of America. 

Mr. President, the afternoon cables support the state- 
ments made in the morning press by two premiers of 
European countries, these being the official spokesmen of 
two of the great debtor countries of Europe, both of whom 
being of the large debtors to the United States of America. 
Each of these master guides, being honorable representatives 
of their nations, have in the late weeks only departed from 
us, following what we assumed to have been a conference 
looking to readjustment of what is designated as the tariff, 
and conducting conversations formulating something of 
international economic trade arrangement. And we now 
have it stated as from these higher sources that as a pre- 
liminary essential to that meeting, which is shaped and 
framed to be held in the month of June either at London, 
or Geneva, Switzerland, that there must be by the United 
States of America accepted and agreed that a disposition of 
the debts due by the foreign lands to the United States, 
war and commercial debts, shall first be disposed of. 

That in this first move some form of a reduction of the 
war debts which are due now or the wiping out of certain 
of the charges laid by the United States against the debtors; 
as commercial obligations must be agreed and arranged as 
a paid or adjusted debt preliminary and as a necessary step 
precedent to any undertaking looking to the adjustment of 
tariffs or the arrangement of an economic conference. It 
is now stated in the announcements, carrying out what is 
assumed to have been the object of the mission of these 
honorable gentlemen who came as the avowed and the 
acknowledged delegates of their countries, that first, and 
above all, is the abolishment of all obligation now existing 
to pay the debt. 

Mr. President, I speak to what I charge to be the hypoc- 
risy of the drama. I rise to charge upon the proceeding 
in the foreign parliament the farce of the pretense. I assert 
in my place that the intimation is now given to the world 
through speech of each premier addressed to his land that 
there was an understanding between this, our United States 
of America, through its representatives, and they who were 
envoys of other countries of the world, the principal debtors 
to this Republic, that before we, the United States, should 
be permitted to enter upon the specific schedules of any 
tariff truce, as it is termed, or the program of any eco- 
nomic adjustment touching trade between these lands, there 
must first be a concession on the part of the United States 
to take up the adjustment of the debts due the United States 
by these foreign lands, and that that question must be taken 
up in such manner as shall result in a conclusion of reduc< 
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tion, postponement, or cancelation satisfactory to the 
debtors. 

Mr. President, it is very evident to my mind—I am sure 
it cannot be otherwise to the minds of those about us— 
that these expressions are sent throughout the whole world, 
all nations, for the purpose of increasing in European and 
Asiatic spheres the credit of these lands who are debtors 
to the United States. The object of the play is to give the 
appearance that the visits of their delegates here to our 
land resulted in an agreement at the instance of the debtor 
or at the initiation of the creditor to take up these interna- 
tional debts and as a first move to concede the debt as now 
due as either of immediate effacement or, sirs, as necessarily 
calling in their behalf for a large reduction, if not complete 
cancelation. With this false premise being circulated to the 
world, it enables our competitor nations to start out with 
the other countries of the world with the presumption that 
they are now to be enriched in their treasuries by the 
amount that they will be able to force us to concede in the 
reduction or effacement of the debt. This likewise will give 
to our debtors a form of credit from the other nations of 
the world upon the theory that the proportion of that credit 
advanced is sustained and secured by what is to be the 
amount surrendered by the United States of America, 

Mr. President, the statement on the part of these honor- 
able representatives, made in the parliaments of our debtors, 
that there is now compacted with arrangement concurrent 
with the economic conference a surrender by the United 
States of its debt as it is now adjusted is wholly without 
foundation. It was specifically stated here at the meetings 
in the city of Washington by the representatives of the 
United States of America at the State Department and at 
such other meetings as were concurrent with those gather- 
ings that there was to be a fixed understanding that noth- 
ing whatever as to the debts between these debtor countries 
and the United States was to be taken up at the meeting 
looking to the economic conference. That only with that 
specific understanding, Mr. President, I am authorized to 
say that only at some later occasion is the subject to be 
entered upon, if at all; and upon my own information I do 
assert, that is now the compact, that in the economic con- 
ference nothing be entered upon in the form of a con- 
ference between our country and her debtors as to amounts 
of reduction nor payment is to be intruded in the program 
for the economic conference, the adjustment of tariffs, or 
the entering upon any form of arrangement touching the 
economy of trade throughout the world. 

As to that specific agreement I summon you, sirs, to the 
statement of Professor Tugwell, representing the State De- 
partment of the United States, published as his utterance in 
the Sunday New York Herald, and one from his pen, and 
then that of the other aide of the State Department, Profes- 
sor Moley, all these expressions spoke to the world that as 
a preliminary arrangement, if one may be termed an ar- 
rangement which is sent out as a prefatory and preceding 
understanding, the question of these foreign debts was not 
to be taken up, in anywise whatever negotiated, at the con- 
ference now being arranged on the basis of an economic 
trade. 

Mr. President, I protest against this policy of misleading 
the United States on the part of these honorable foreign 
representatives, who, speaking from the parliaments of their 
high ascendency, send out their message with a strange 
consistency in almost the exact verbiage—though they are 
contesting lands as between themselyes—asserting that there 
was an understanding, and as such that it is now to be exe- 
cuted, executing the new agreed policy of effacing the debts 
by surrender or canceling them by a form of reduction that 
will leave to us the attitude of defeated debtor instead of 
victorious creditor. 

I here say, sir, that the whole policy of sending out these 
statements in parliamentary-involved declarations is with 
the complete knowledge that they have no foundation in 
truth; but that these assertions are sent out in what are 
termed, in the parliamentary language of varying diplomacy, 
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as “feelers.” From such it is presumed that it might be 
ascertained how far the American people will go in generous 
gesture, for the seventh time, to further reduction of these 
debts far past the reduction we have subscribed to—far ex- 
ceeding the reduction which even mercy, charity, and fair- 
ness would have justified. These feelers —a creeping 
poison which, like writhing vines, are twisted about the feet 
of those who move ahead in gloom and darkness, where they 
may be tripped to where they fall. And the object of 
these misrepresentative announcements are as two insidious 
things: 


First, to educate the American citizen to the thought that 
his Government has already surrendered him in a private 
understanding here at Washington, and done in obedience 
to the demand of the ambassadors, premiers, and consult- 
ants of these honorable countries, our distinguished war 
debtors. I, as a humble representative of my distinguished 
State and as one of the colleagues of my honorable con- 
freres in this gathering, the Senate of the United States, 
have reasons to deny, and upon these reasons specifically 
deny, that there ever was a conversation between these hon- 
orable representatives and the representatives of the United 
States upon the point of quantity or quality of further re- 
duction of debts, the cancelation of them, or the readjust- 
ment of them to the surrender of the obligation. 

Second, sir, the further purpose of the false dessemina- 
tion was to give to the countries abroad the conclusion that 
without these delegates having an agreement for the sur- 
render of a part of the debt, or a cancelation of its obliga- 
tion, there would not have been an entrance by them into 
an understanding as to the surrendering of any of the trade 
advantages of their lands. It is that there be offered as a 
justification as against the assault of their own people for 
threatening to surrender the advantages and privileges they 
are enjoying in trade over the United States, they brought 
in turn the possibility of the abatement of these payments 
now due and to be paid this year. 

Finally, Mr. President, the other and cruel purpose is to 
say to the American people, in such insidious propaganda 
as is now being scattered in the straining dews of gentle and 
facile declamation, that if they—our Americans—will yield 
now, despite their protests, to the form of a surrender of 
the amount of their debt, and place that obligation on the 
citizens of the United States, then the United States may 
expect some balance in losses in the surrender by us, your 
debtors, of our privileges of international trade, that Amer- 
ica may enjoy the benefits of our present superiority, which 
is now yielded up. Sirs, all this concentrated effort of the 
parliamentary masters is to seduce the American mind into 
some form of yielding and some nature of concessions as 
against these debts. 

True, sirs, with these murky movements we have nothing 
that gives light of method or detail. It is enough that 
through the press the mere statement of something of a 
“ tariff truce ”, of a “ tariff concession ”, of a “ trade arrange- 
ment” be uttered. But from whence come these intimated 
assurances and in what description? I challenge my hon- 
orable colleagues upon both sides of the Chamber to note 
that in all these coagulated agitations of oratorical multipli- 
cation there is never a figure stated; never is a quantity 
defined as to what is offered. Nowhere is the specific decla- 
ration made clear. Never is the material or the basis of 
profit to the United States of the new trade stated. Every- 
thing is being brought to us now upon the theory we can 
assume as saying to us, “ Dear friends of America, whatever 
you think you ought to have in trade, whatever you dream 
to enjoy in finance, whatever you hope to experience in any 
wise whatever, in new rejuvenation of our admiration and 
friendship, will depend on the amount you will yield to us 
on the debts you say we owe you.” Here, as the Scripture 
hath it, we exclaim “ Selah.” 

This very clever, this very artful insinuation, carrying 
nothing with it of newness, is multiplied in its form with a 
view of further seducing the credulity of our country, and 
imposing upon the confidence of our countrymen to believe 
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that there may again be perpetrated the same fraud which 
we have had to endure under similar pretenses in five pre- 
vious gatherings. Sirs, all this replay and artifice after we 
had given notice that under no circumstances shall the mat- 
ter of the reduction of the debts or even a discussion of the 
debts by our war debtors be considered in connection with 
this economic meeting—sirs, it is here that there still goes 
forth every day from the press, which is compelled to pub- 
lish the news as it obtains it, that constant, repeated, and 
ever-flowing indulgence to the American public proclaiming, 
“Tf you will but persuade your public representatives to 
surrender you and your interests, to abase your country, to 
our superiority, and further loot your Treasury by conces- 
sion and cancelation, you will be rewarded by us in some 
form of trade which may make up just now the losses you 
experience and that which you feel is hourly deepening its 
multiplication.” What these national spokesmen of our 
debtor nations assume to offer they do not express. What 
we are to expect them to give us they do not say. We, they 
say, but tell you to trust us, and in this allurement trust and 
believe that for all you will lose—as we expect you to lose, for 
we are not meaning to have you gain—you may hope to be 
requited by something by which in some form, in the 
haggling terms of economic arrangement, you may, out of 
this mist and mystery, draw the varying light of some 
consolation. 

Mr. TRAMMELL. Mr. President, will the Senator yield? 

Mr. LEWIS. I yield. 

Mr. TRAMMELL, I presume, from the Senator’s state- 
ment, that he does not care to let them know exactly what 
we might do, that we are to let them wander along in dark- 
ness on that subject. Does he not think a better policy 
would be not to give any encouragement to this idea of a 
reduction of the indebtedness or a cancelation of the 
indebtedness? I believe that if we give any encouragement 
to people who are expecting to get something from us which 
we do not think they should have, that policy is detrimental 
in any future negotiation. I would rather be frank from 
the beginning, and state that we do not expect to have the 
matter of adjustment or the matter of the cancelation 
control or dominate this conference. Of course, the Senator 
has talked along that line, but I have just talked a little 
plainer, 

I happened to drop into a movie a few nights ago where 
the subject was “ Gabriel Over the White House ”, and Mr. 
Hammond, who took the part of the President, when they 
were clamoring for debt reduction, and some wise statesmen 
thought there ought to be reduction, said, There is to be 
no reduction.” When they wanted cancelation he said, 
“There is to be no cancelation of the debt.” I think we 
need some plain talking. 

Mr. LEWIS. Mr. President, I was stating, in what I felt 
was explicit language, that it was these our debtors who 
are leaving in this more or less confused state any proposi- 
tion they were making; it is not ourselves. I had stated, 
evidently previous to the Senator coming to his seat, how 
we had in nowise made an agreement or an understanding 
looking to any cancelation or any form of interruption of 
the just course of the debt as it has now been placed by the 
previous understandings and agreements of our country and 
our debtors and now fixed as closed contract. 

I answer the Senator from Florida to say the trouble is 
not the want of frankness on the part of his country. His 
country has made it public everywhere, wherever voice with 
dignity and manner with propriety could leave it, that there 
should be no entrance in this economic conference upon the 
question of the cancelation of the debts or a disturbance of 
the pleasant relations, and that there was no foundation at 
any time for the assumption by their statesmen that the 
matter of the debts, either their cancelation or their reduc- 
tion, was to be entered upon at the time of these under- 
standings we are about to launch respecting the economic 
affairs of these nations in commerce. 

Mr. President, I was concluding, when I yielded to the 
distinguished Senator from Florida, to say that I regard 
it dangerous to the friendship between this Nation and her 
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debtors for these debtors to continue making public the 
statement that there should be a preliminary entrance upon 
these international debts looking to their readjustment or 
effacement before we enter into the fulfillment of the pro- 
gram of the Economic Conference which they sought and 
proposed as an illustration of new commercial friendship. 

Mr. President, I find much in what the Senator from 
Louisiana has to say respecting the prospects of great-losses 
to the people of the United States, and if the loss is to be 
accelerated by our yielding up the debts which are due us, 
and we are to be first trapped and then tricked out of the 
results because of the constant amalgamation and multi- 
plication of the falsehoods, saying that we had a prelim- 
inary understanding that we were to enter upon the can- 
celation for the effacement of the debt before we concluded 
the Economic Conference, then we should not enter upon 
any conference or gathering of delegates under the false 
assumption. 

Mr. President, if the United States—and I speak of its 
people—shall conceive seriously that there has been really 
a secret understanding by the representatives of this admin- 
istration that we are to enter upon the question of the 
reduction of the debts which are honestly due us, the 
effacing of these obligations from the foreign lands, despite 
our statement to the United States through our representa- 
tives that such has never been the basis of any treatment 
on the part of the State Department or the foreign dele- 
gates—I say, sir, that if they, the spokesmen from Europe, 
shall continue with these statements as now published as 
their declaration, all to the contrary of what truly has 
transpired, these double-dealing delegates in their evasive 
speeches misrepresenting the history of the proceedings— 
these spokesmen will arouse a spirit of retaliation and re- 
sentment, I fear; and if the time should thereafter come 
when later the question as of the debts in any form of a 
Suggested new adjustment could be appropriately revived, 
the temper of our people would not allow it to be ap- 
proached. They would fear the spirit of delusion and 
deception. They would have been so convinced by the 
previous falseness that another scheme was set deliberately 
to entrap us that, whatever might be the proposition, all 
anew it should be at once repudiated by the spirit of the 
American people, too long and too often seduced by fair 
promises and betrayed by false deeds. 

Mr. President, I rose merely to call attention, in this 
desultory manner, as I have, to the fact that we now warn 
the representatives of these debtors that they cannot con- 
tinue these statements, which are directly in opposition to 
what is the truth of the arrangements between the United 
States and their representatives, without incurring a spirit 
of animosity on the part of the United States, and from this 
they will render their whole trade prospects nugatory; they 
will cause any concessions offered in that respect wholly 
void; they will remove from the American mind all con- 
fidence in the proposed undertaking at the outset; they 
will characterize it by the shadow of fraud; they will sur- 
round it in the gloom of suspicion. Sirs, they will enter 
upon it with doubt in all directions and with accusations so 
encircling it that, instead of it being an advance on the part 
of friendship through the delegates of those who are trusted, 
it will be an entrance again into the spirit charging false- 
hood and trickery and culminating in bitterness—perhaps 
hatred. 

I therefore rise here to say that it is time these state- 
ments shall cease being sent out on the part of these hon- 
orable representatives and their parliaments of the world. 
These debtor nations and their representatives must know 
there never has been, at the meetings which they have lately 
attended here in Washington, one single, solitary agreement 
of any nature whatever that these foreign debts are to be 
made the basis of discussion or agreement at the economic 
conference. 

The Economic Conference, if to be entered upon, must be 
entered upon with the knowledge that its only spirit is one 
looking to the exchange of trade between these nations in 
friendship and in confidence, and if it shall not be entered 
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into in that way, better, sir, that we withdraw at once than 
to enter that which is cursed with defeat through hypocrisy 
and held up to the world as a sham and as a device for 
tricking the American public either out of its rights in com- 
merce, or its rights as a creditor. 

Mr. President, no act on the part of these honorable 
debtors can benefit them if they continue misrepresenting 
the United States to its own people, and my object in rising 
at this moment is again to warn the United States that 
these plans of propaganda are, first, to take from the United 
States citizen his confidence in his own administration; 
second, it is to invest in the minds of foreigners the idea 
that there has been a secret understanding here by which, 
for some arrangement or surrender on the part of the United 
States, the economic trade conference about to be entered 
upon is to be entered upon with the theory that for all they 
give they are to be profited by the large sums of the sur- 
render and loss of debts by the United States. 

Mr. ASHURST. Mr. President, will the Senator yield? 

Mr. LEWIS. I yield to the Senator from Arizona. 

Mr. ASHURST. I tuned in on the radio one evening, 
some months since, and although I missed the announce- 
ment, I knew at once, from the mellifluousness of the voice, 
from the beauty of the diction, the correctness of the rhet- 
oric, and the accuracy of the historical references, that the 
senior Senator from Illinois [Mr. Lewrs] was speaking. He 
reviewed with accuracy the history of past transactions on 
the collection of loans made by one government to another. 
The Senator pointed out how baleful and unjust it would be 
for the United States to cancel or remit any part of the 
foreign debt, and he concluded his brilliant radio address—I 
am sure it was heard by 10,000,000 persons—by an argument 
that appealed to me with force, pointing out not only the 
injustice to our own people in canceling the foreign debt, 
but made the superlatively important argument that it 
would be injurious to the debtor nations themselves to peti- 
tion for or to accept such a humiliation as the cancelation 
of their own debts; that it would paralyze for a hundred 
years their efforts to attempt to secure credit; that each 
and every nation accepting a cancelation or a remission 
of its indebtedness would thereby suffer in its own self- 
esteem and would lose that which when a man or a nation 
loses is grievously hurt—its own self-respect. 

The Senator has rendered a service in suggesting that 
this administration has never, directly or indirectly, inti- 
mated to anyone that there will be any cancelation, remis- 
sion, or reduction of any part of the foreign debt due to the 
United States. Nothing would cause more feeling amongst 
our people, nothing would produce so much loss of confi- 
dence in the Congress and in the administration as to can- 
cel, remit, or forgive any part of the foreign debt due to the 
United States. 

Mr. LEWIS. Mr. President, I acknowledge the contribu- 
tion of the able Senator from Arizona, the Chairman of the 
Judiciary Committee. I am flattered that he recalls an ad- 
dress of mine made at any time and approves it. I have 
from time to time, perchance at the expense of friendship 
and patience on the part of the Senate, invited their con- 
sideration to the thought that this, as I now charge, was 
the plan, and that behind the euphemistic expression “ eco- 
nomic conference” was an underground and subterranean 
method of again reaching the point of driving the American 
public to a point where they would feel they must make 
some surrender of their rights to those who now seek to 
impose upon them. 

Mr. President, as I conclude, I repeat I am anxious to hold 
the confidence of the American public to the administration. 
I shall not allow those outside of my land to be constantly 
presenting to my countrymen that there have been trans- 
actions secretly conducted which are deceiving the citizen 
and leaving him to conclude that he is being delivered by 
his public servants, and that under some secret allusion 
that the proposal is only one of mutual business touching 
economic conditions really and truthfully they are laying 
first the groundwork, the network, the trap, to be followed 


CONGRESSIONAL RECORD—SENATE 


3327 


by the surrender of the American people and their right to 
payment of honest debts due them. 

Mr. President, we get from the great bard the famous line 
impugning the record of men saying: 

Half a truth is worse than a whole lle. 


It is against this half truth which is being heralded 
throughout the public press from the agencies of European 
debtors to our own countrymen at home, who write in their 
press that which will undermine the confidence of our coun- 
trymen in their country and rob them of the enjoyment of 
trust in the administration, that I protest. There shall not 
be a moment, so far as I may protest, sir, when over the 
gateways of our tomorrow in dealing with foreign lands there 
shall be inscribed by our engraving in cowardice at surren- 
der—the proclamation of Dante: 

Abandon hope, all ye who enter here. 


Mr. President, having uttered the expression of my protest, 
and that which I firmly believe is the duty of an American 
to repeat as often as possible—a warning to his countrymen 
not to be further imposed upon, I submit my views as they 
have been expressed, with my sense of gratitude for the 
patience and kindness of the Senate. I call forth again, 
America, be on guard, beware; and as against all alluring 
approaches seducing her trust, O America, be true. 
NOTIFICATION OF CONFIRMATION OF CIVIL SERVICE COMMISSIONERS 


Mr. McKELLAR. Mr. President, earlier in the day I 
asked unanimous consent, as in executive session, that the 
President be notified of the confirmations of the nomina- 
tions of Mrs. McMillan and Mr. Mitchell as members of the 
Civil Service Commission. ‘Those two officials were sworn in 
this morning. I find that the time required by the rule has 
not yet elapsed; but I hope the Senate will agree to my 
request for unanimous consent, which is that the President 
may be notified of the confirmation of these nominations. 

Mr. McNARY. Mr. President, for obvious reasons I have 
uniformly followed the practice of dissociating confirmations 
and notices to the President. The Senator from Tennessee 
conferred with me earlier in the day. The situation is 
rather an embarrassing one, due to a misunderstanding, 
and therefore, so far as I am personally concerned, I am 
willing to make an exception in this case. 

The VICE PRESIDENT. Is there objection to the request 
of the Senator from Tennessee? The Chair hears none, and 
the President wil! be notified of the confirmations of the 
nominations, 

EXTENSION OF GASOLINE TAX 


The Senate resumed the consideration of the bill (H.R. 
5040) to extend the gasoline tax for 1 year, to modify postage 
rates on mail matter, and for other purposes. 

Mr. HARRISON. Mr. President, the hour is now so late 
and the Senate has been so patient in the consideration of 
the tax bill that I am not going to impose on the body at 
this time any remarks with reference to the pending amend- 
ment. I may say that if we can dispose of this amendment 
I think we may get through with the bill this afternoon; 
and it is the intention, as I understand, of the leader on 
this side in that case to move an adjournment over until 
Monday. So I hope we may expedite the matter and get 
through with it quickly. 

The VICE PRESIDENT. The question is on agreeing to 
the amendment offered by the Senator from Louisiana [Mr. 
Lone]. 

Mr. NYE. Mr. President, I desire to express myself briefly 
on the pending amendment offered by the Senator from 
Louisiana. I am numbered among those who are urging at 
this time that there can be hope for little or no recovery for 
America until we have accomplished, 'in some manner or 
other, a decentralization of wealth that has grown by such 
leaps and bounds in recent years. While the inflationary 
features of the farm bill were pending before the Senate, I 
offered an amendment which, had it been accepted, would 
have increased the income-tax rates on incomes in excess of 
$100,000 a year. 
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Mr. LONG. Mr. President—— 

The VICE PRESIDENT. Does the Senator from North 
Dakota yield to the Senator from Louisiana? 

Mr. NYE. I am glad to yield. 

Mr. LONG. I want to ask the Senator to let me suggest 
the absence of a quorum. 

Mr, NYE. I am not going to yield for that purpose at 
this time. 

The VICE PRESIDENT. The Senator from North Dakota 
declines to yield. 

Mr. NYE. The scale of taxation upon incomes under my 
amendment would range from 55 percent on incomes of 
$100,000 or more to 75 percent on incomes of a million dol- 
lars or more per year. I was prevailed upon at the time 
of its offering to have it referred to the Committee on 
Finance, which was then considering the pending tax bill. 
So the amendment went to that committee. 

I now understand, of course, that the amendment did not 
receive favorable consideration at the hands of the com- 
mittee, but I intend to move that amendment to the pend- 
ing bill in the event the amendment of the Senator from 
Louisiana shall be defeated. Yet I hope I am not going to 
have occasion to offer my amendment; in other words, I 
hope that the amendment offered by the Senator from 
Louisiana is going to prevail, and because I so much want 
that it shall prevail, I am going to plead with the Senator 
from Louisiana to do a thing which I am certain will en- 
large the chance for the adoption of his amendment by the 
Senate. 

His amendment deals with income taxes, with inheritance 
taxes, with gift taxes, and with the so-called “ capital tax.” 
I wonder if the Senator, in view of the largeness of the con- 
tract involved in his amendment, will not consider and 
finally consent to the elimination from his amendment of 
that portion of it dealing alone with the capital tax? 

Mr, LONG. Mr. President, as I understand, the Senator 
is suggesting the elimination of the capital-tax-levy feature 
of the amendment, leaving the income-tax and inheritance- 
tax provisions as they are. Is that what the Senator sug- 
gests? / 

Mr. NYE. That is all. I suggest only that the Senator 
strike from his amendment all the language beginning in 
line 15, on page 4, striking out all on pages 5, 6, 7, and 8, 
and down to line 13 on page 9. 

Mr. LONG. Mr. President, I have been urged so to change 
my amendment, and I am willing to modify the amendment. 
Accordingly, I accept the suggestion of the Senator from 
North Dakota. 

Mr. NYE. I am sure the Senator will thereby improve 
the chance for his amendment in a large way. 

The VICE PRESIDENT. The Senator from Louisiana 
modifies his amendment. The question is on agreeing to the 
amendment as modified. 

Mr. LONG. I suggest the absence of a quorum. 

The VICE PRESIDENT. The clerk will call the roll. 

The legislative clerk called the roll, and the following 
Senators answered to their names: 


Adams juzens Kendrick Pope 

Ashurst Cutting Keyes Reed 

Austin Dickinson King Reynolds 
Bachman Dieterich La Follette Robinson, Ark, 
Bailey ill Lewis Robinson, Ind. 
Bankhead D Logan 

Barbour Erickson Lonergan Sheppard 
Barkley Long pstead 
Black Fletcher M th 

Bone Frazier McGill Steiwer 
Bratton George McKellar Thomas, Utah 
Brown Goldsborough McNary Trammell 
Byrd Gore Metcalf Vandenberg 
Byrnes Hale Murphy Van Nuys 
Capper Harrison Neely Walsh 

Carey Hayden No: Wheeler 

Clark Johnson Nye White 
Connally Kean Overton 


The VICE PRESIDENT. Seventy-one Senators have 
answered to their names; a quorum is present. 

Mr. LONG. Mr. President, I want to take just long 
enough to say to Members of the Senate who have come in 
recently that I have modified my amendment by striking 
out the capital-tax-levy feature of it, leaving it to apply 
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only as to inheritance and gift taxes and income taxes, 
limiting the incomes to $1,000,000 and inheritances and 
gifts to $5,000,000. I ask for the yeas and nays on my 
amendment, 

Mr. TRAMMELL. Mr. President, may I ask the Senator 
a question? 

Mr. LONG. Certainly. 

Mr. TRAMMELL. The Senator provides for an increase 
of income taxes on incomes of $300,000 and upward? 

Mr. LONG. Yes. 

Mr. TRAMMELL, The increase does not begin until the 
incomes reach $300,000? 

Mr. LONG. That is correct. 

Mr. TRAMMELL. And, with reference to inheritances, 
what is the minimum from which the amendment proposes 
to start? 

Mr. LONG. I have just scaled them from whatever they 
are now on up to $5,000,000. I do not propose to affect 
them to any extent whatever in any of the lower brackets. 

Mr. TRAMMELL. That is the impression I gathered 
from reading the Senator’s amendment; that it does not 
affect the lower brackets in any of the taxes. 

Mr. LONG. That is true. I ask for the yeas and nays 
on my amendment. 

The yeas and nays were ordered, and the Chief Clerk 
proceeded to call the roll. 

Mr. LA FOLLETTE (when his name was called). On 
this vote I have a special pair with the senior Senator from 
Virginia [Mr. Glass]. I understand if he were present he 
would vote “nay.” If I were at liberty to vote, I would 
vote “yea.” 


Mr. LEWIS (when his name was called). I am paired 


with the Senator from Rhode Island [Mr. HEBERT]. Not 
knowing how he would vote, I withhold my vote. 
Mr. LOGAN (when his name was called). I have a gen- 


eral pair with the junior Senator from Pennsylvania [Mr. 
Davis], who is absent. I transfer that pair to the senior 
Senator from Nevada [Mr. Prrrman] and vote “nay.” 

Mr. McKELLAR (when his name was called). On this 
vote I have a pair with the junior Senator from Delaware 
{Mr. Townsenp]. I transfer that pair to the junior Senator 
from Massachusetts [Mr. Cootmpce] and vote “ nay.” 

Mr. ROBINSON of Indiana (when his name was called). 
I have a general pair with the junior Senator from Missis- 
sippi [Mr. STEPHENS]. In his absence I withhold my vote. 
If permitted to vote, I should vote “ yea.” 

Mr. VANDENBERG (when his name was called). On 
this vote I am paired with the senior Senator from Okla- 
homa (Mr. Tuomas]. Not knowing how he would vote, I 
withhold my vote. 

The roll call was concluded. 

Mr. FRAZIER (after having voted in the affirmative). On 
this amendment I have a special pair with the senior Sen- 
ator from Maryland [Mr. Typrncs]. Therefore I withdraw 
my vote. I understand if the Senator from Maryland [Mr. 
Typincs] were present he would vote “nay.” If I were at 
liberty to vote, I would vote “ yea.” 

Mr. FESS. The Senator from West Virginia [Mr. HAT- 
FIELD] is necessarily detained on official business. He is 
paired with the Senator from Arkansas [Mrs. Caraway]. 

Mr. LEWIS. I desire to announce that the Senator from 
Ohio [Mr. Buixiey], the Senator from Arkansas [Mrs. 
Caraway], the Senator from Georgia [Mr. RUSSELL], and 
the Senator from Colorado [Mr. Costican] are necessarily 
detained from the Senate on official business. 

I also wish to announce the following general pairs: 

The Senator from New York [Mr. Coprezanp] with the 
Senator from Delaware [Mr. Hastrncs]; 

The Senator from South Dakota [Mr. Butow] with the 
Senator from Connecticut [Mr. WALCOTT]; 

The Senator from New York [Mr. Wacner] with the 
Senator from Missouri [Mr. PATTERSON]; and 

The Senator from California [Mr. McApoo] with the 
Senator from Vermont (Mr. DALE]. 

I wish further to announce that if the Senator from 
Arkansas [Mrs. Caraway] were present, she would vote 
“ aye.” 
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I wish further to announce that if the Senator from 
Arkansas [Mrs. Caraway] were present, she would vote 
“aye.” 

The result was announced—yeas 14, nays 50, as follows: 


YEAS—14 
Bone McGill Overton Trammell 
Cutting Neely Pope Wheeler 
Dill Norris Reynolds 
Long Nye Shipstead 

NAYS—50 
Adams Carey Harrison Murphy 
Ashurst Connally Hayden Reed 
Austin Couzens Johnson Robinson, Ark. 
Bachman Dickinson Kean 
Balley Dieterich Kendrick 
Bankhead Duffy Keyes Smith 
Barbour Erickson King Steiwer 
Barkley Fess Utah 
Biack Fletcher Lonergan Van Nuys 
Bratton George Walsh 
Brown Goldsborough McKellar White 
Byrd Gore McNary 
Byrnes Hale Metcalf 

NOT VOTING—31 

Borah La Follette Stephens 
Buikley Dale Lewis Thomas, Okla. 
Bulow Davis McAdoo 
Capper Frazier Norbeck Tydings 
Caraway Glass Patterson Vandenberg 
Clark Pittman er 
Coolidge Hatfield Robinson, Ind. Walcott 
Copeland Hebert Russell 


So Mr. Lonc’s amendment was rejected. 

Mr. SHIPSTEAD. Mr. President, I send to the desk an 
amendment which I offer. 

The VICE PRESIDENT. The amendment will be read for 
the information of the Senate. 

The LEGISLATIVE CLERK. On page 7, after line 22, it is 
‘proposed to insert the following: 

Sec. 7. Section 604 of the Revenue Act of 1932 is hereby re- 
pealed on articles selling for less than 840. 

Mr. SHIPSTEAD. Mr. President, I shall take but a mo- 
ment to explain the purpose of the amendment. In the 
Revenue Act of 1932 fur clothing was the only wearing ap- 
parel taxed. In that act it was taxed at 10 percent of its 
sale price as sold by the manufacturer. I assume the tax 
on fur clothing was adopted by the Congress on the assump- 
tion that furs are a luxury. As a matter of fact, in a con- 
siderable portion of the country furs are a necessity of life 
on account of the cold weather in the wintertime. A 
farmer who buys a sheep-lined fur coat must pay a 10-per- 
cent tax on that coat. Men and women, and children going 
to school in the wintertime, wading through the snow, must 
have whatever fur clothing they can buy. For that reason 
I have offered the amendment to exempt from this tax any 
fur garment selling for less than $40. That is about the 
maximum that poor people pay for fur clothing. I am sure 
it was not the intention of the Congress in enacting this 
law to put a tax upon the winter clothing of people who 
pay less than $40 for fur garments. 

Mr. HARRISON. Mr. President, this tax on fur was lev- 
ied to raise revenue. There are many very objectionable 
nuisance taxes that we wish we could repeal, but if we start 
on that we will lose the revenue. Under the present law, 
goods containing furs are not taxed unless the fur is the 
chief component. 

I hope this amendment will be voted down. 

The VICE PRESIDENT. The question is on agreeing to 
the amendment offered by the Senator from Minnesota 
(Mr. SHIPSTEAD]. 

The amendment was rejected. 

Mr. NYE. Mr. President, I offer the amendment, which 
I send to the desk. 

The VICE PRESIDENT. The Senator from North Dakota 
offers an amendment, which will be stated. 

Mr. Nre’s amendment is to insert at the proper place the 
following new section: 

Sec. —. (a) Subsection (a) of section 12 of the Revenue Act 
of 1932 is amended by striking out the last eight paragraphs 
thereof and inserting in lieu thereof the following: 

“ $22,460 upon net incomes of $100,000; and upon net incomes 


in excess of $100,000 and not in excess of $200,000, 60 percent in 
addition of such excess. 
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“ $72,460 upon net incomes of $200,000; and upon net incomes 
In excess of $200,000 and not in ex of $300.000, 5244 percent 
in addition of such excess. 

“ $124,956 upon net incomes of $300,000; and upon net incomes 
in excess of $300,000 and not in excess of $400,000, 55 percent in 
addition of such excess. 

“$179,960 upon net incomes of $400,000; and upon net incomes 
in excess of $400,000 and not in excess of $500,000, 5744 percent 
in addition of such excess. 

“ $237,460 upon net incomes of $500,000; and upon net incomes 
in excess of $500.000 and not in excess of $600,000. 60 percent in 
addition of such excess 

“ $297,460 upon net incomes of $600,000; and upon net incomes 
in excess of $600,000 and not in excess of $700,000, 6244 percent 
in addition of such excess. 

“ $359,960 upon net incomes of $700,000; and upon net incomes 
in excess of $700,000 and not in excess of $800,000, 65 percent in 
addition of such excess. 

“ $424,960 upon net incomes of $800,000; and upon net incomes 
in excess of 8800. 000 and not in excess of $900,000, 67% percent 
in addition of such excess. 

“ $492,460 upon net incomes of $900,000; and upon net incomes 
in excess of $900,000 and not in excess of $1,000,000, 70 percent in 
addition of such excess. 


“ $562,460 upon net incomes of $1,000,000; and upon net incomes 
in excess of $1,000,000, 75 percent in addition of such excess.” 

(b) This section shall take effect as of January 1, 1933. 

Mr. NYE. Mr. President, I am offering this amendment 
because I cannot help but be convinced that the vote recently 
recorded on the amendment offered by the Senator from 
Louisiana [Mr. Lone] brought some adverse votes by reason 
of the presence in that amendment of provisions dealing with 
inheritance taxes and gift taxes. The amendment which I 
have offered deals alone with income taxes; deals alone 
with incomes in excess of $100,000 a year and graduates the 
scale of taxation from 55 percent on incomes of $100,000 up 
to 75 percent on incomes of a million dollars or more per 
year. 

Without taking any of the time of the Senate, I hope the 
Senate will accord the privilege of a record vote upon this 
amendment; and I ask for the yeas and nays. 

The VICE PRESIDENT. The question is on the amend- 
ment offered by the Senator from North Dakota, upon which 
the yeas and nays are requested. 

The yeas and nays were not ordered. 

Mr. BLACK. Mr. President, I desire to ask the Senator 
a question. Is this amendment offered as a substitute? 

Mr. NYE. No; it is offered as an amendment to the 
pending bill. 

Mr, BLACK. It is offered in addition to the other taxes? 

Mr. NYE. It is. 

Mr. BLACK. And provides an increase up to 75 percent? 

Mr. NYE. It increases rates that now range from 48 to 
55 percent to a range from 55 percent to 75 percent on in- 
comes from $100,000 up to $1,000,000 a year. 

The VICE PRESIDENT. The question is on agreeing to 
the amendment offered by the Senator from North Dakota. 

The amendment was rejected. 

Mr. LONG. Mr. President, I offer the amendment which 
I send to the desk. If there is any objection to this amend- 
ment, I do not want to urge it. 

The VICE PRESIDENT. The Senator from Louisiana 
offers an amendment, which will be stated. 

The LEGISLATIVE CLERK. It is proposed to insert at the 
proper place in the bill the following: 

That all articles and commodities for sale or merchandise trans- 
ported into any State or Territory wherein a tax is levied by such 
State or Territory upon the use, sale, consumption, storage, han- 
dling, or distribution within such State or Territory of any such 
commodity or commodities, or remaining therein for use, con- 
sumption, sale, storage, handling, or distribution within such 
State or Territory, shall upon arrival in such State or Territory 
be subject to the operation and effect of the laws of such State 
or Territory enacted in the exercise of its police power or other- 
wise, to the extent and in the same manner as though such com- 
modity or commodities had been produced, distilled, refined, or 
manufactured in such State of Territory, and shall not be exempt 
therefrom by reason of being introduced therein in original pack- 
ages or containers or otherwise. 

Mr. LONG. Mr. President, at a national meeting of all 
the supervisors and tax collectors of the States they asked 
to have prepared and introduced a measure similar to the 
amendment which I have sent to the desk and asked to 
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have put on this bill, because it is very relevant. It will 
take me only a moment to explain it. 

Many of the States have taxes on certain articles—as ex- 
amples, tobacco and gasoline. In Louisiana, as an example, 
there is a tax on tobacco, and in Texas there is a tax on 
tobacco, and in Mississippi there is a tax on tobacco. If, 
however, one should go to Texarkana and ship the tobacco 
into Shreveport, then there is no tax, on the ground that 
that is interstate commerce; or if it is shipped from Shreve- 
port, La., or New Orleans, La., over to Gulfport, Miss., they 
avoid paying either Mississippi or Louisiana the tax. So 
that interstate commerce is being used as a fraud to cheat 
the 48 States of their taxes. 

The unanimous request of all of the tax-collecting agencies 
of the States was that we simply provide that the interstate- 
commerce clause shall not be used to defraud the States of 
their taxes but that when these commodities are shipped 
across State lines they shall be liable to pay the tax in the 
State the same as though they had been bought in the State. 

I hope there will be no opposition to this amendment. I 
have discussed it with many of the Members of the Senate, 
particularly members of the Interstate Commerce Commit- 
tee; and I hope the Senator from Mississippi will accept the 
amendment. 

Mr. HARRISON. Mr. President, I am in sympathy with 
the purpose of this amendment, because I think the States 
that have adopted a sales tax must be protected from the 
contiguous States that have no sales tax. This matter, how- 
ever, is now before the Interstate Commerce Committee of 
the Senate. They are giving some consideration to the pro- 
posal; and I hope it will not be included in this bill. 

The VICE PRESIDENT. The question is on agreeing to 
the amendment offered by the Senator from Louisiana [Mr. 
Lone], 

The amendment was rejected. 

Mr. TRAMMELL, Mr. President, I have a short amend- 
ment which I desire to present. 

The VICE PRESIDENT. The Senator from Florida offers 
an amendment, which will be stated. 

The LEGISLATIVE CLERK. On page 1 it is proposed to strike 
out lines 3 to 6, inclusive, in the following words: 

That section 629 of the Revenue Act of 1932 is amended by strik- 
ing out the following: “, or after June 30, 1933, in the case of 
articles taxable under section 617, relating to the tax on gasoline.” 

The VICE PRESIDENT. The question is on agreeing to 
the amendment offered by the Senator from Florida. 

Mr. TRAMMELL. Mr, President, this amendment merely 
involves the question of striking out the gasoline tax of 
1 cent a gallon. The present law runs only to June 30 of 
this year, I think; and the provision which I seek to strike 
out extends the tax for a period of 1 year. 

Mr. HARRISON. Yes; it extends the tax for a year. In 
other words, if the amendment of the Senator from Florida 
is adopted, we will lose $137,000,000. 

Mr. TRAMMELL. Mr. President, the States and the 
people who are contributing this money will be relieved of 
a very onerous and a very unjust tax, in many instances, if 
my amendment is adopted. We had quite a controversy over 
this matter a year ago. Prior to the enactment of this law 
levying a 1-cent tax, a great many of the States had not only 
practically preempted the field of taxation on gasoline and 
other fuels but they had already levied taxes that were 
almost prohibitive and certainly were exceedingly unreason- 
able and excessive. That was true in my own State and true 
in many other States. 

In Florida we have to pay, under State exactions, 744 cents 
per gallon on gasoline, as I understand, exclusive of the 
Federal tax of 1 cent a gallon. In addition to that, we have 
to contribute whatever the duty and the protection clause 
brings into the Treasury on account of the tariff which is 
written into this bill of 244 cents a gallon on gasoline. We 


have a gasoline tax of 242 cents a gallon in the nature of a | wn, 


tariff. Of course, that applies only to importations; but if 
it has any virtue, and is accomplishing any purpose that it 
is intended to accomplish, it necessarily helps to increase the 
price of gasoline to the consumer, 
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I notice that the committee states that this tax should be 
abandoned next year to the States. I think the time has 
already arrived for abandoning the tax. That is an acknowl- 
edgment on the part of the committee, found in its report, 
that the tax should be levied only for this one year, and then 
should be abandoned to the States. The only difference be- 
tween the committee and myself is that I think the time has 
already arrived to discontinue this tax of 1 cent a gallon. 

The VICE PRESIDENT. The question is on agreeing to 
the amendment offered by the Senator from Florida [Mr, 
TRAMMELL], 

The amendment was rejected. 

The amendments were ordered to be engrossed and the bill 
to be read a third time. 

The bill was read the third time and passed. 

Mr. HAYDEN. Mr. President, on behalf of the junior 
Senator from New York [Mr. Wacner], I desire to have the 
statement appear in the Recorp that he has been detained 
during the entire day in the preparation of the emergency 
public-works and industrial-control legislation, and for that 
reason has been unable to be present and vote. 

NATIONAL MARITIME DAY 

Mr. GEORGE. Mr. President, I ask that a joint resolution 
favorably reported today by the Committee on Commerce be 
laid before the Senate. 

The VICE PRESIDENT. The joint resolution will be read. 

The Chief Clerk read the joint resolution (S.J.Res. 50) 
designating May 22 as National Maritime Day, as follows: 

Whereas on May 22, 1819, the steamship The Savannah set sail 
from Savannah, Ga., on the first successful transoceanic voyage 
under steam propulsion, thus making a material contribution to 
the advancement of ocean transportation: Therefore be it 

Resolved, etc., That May 22 of each year shall hereafter be desig- 
nated and known as “ National Maritime Day”, and the President 
is authorized and requested annually to issue a proclamation 
calling upon the people of the United States to observe such 
National Maritime Day by displaying the flag at their homes or 
other suitable places and Government officials to display the flag 
on all Government buildings on May 22 of each year. 


Mr. GEORGE. I ask unanimous consent for the im- 
mediate consideration of the joint resolution. 

The VICE PRESIDENT. Is there objection? 

There being no objection, the joint resolution was con- 
sidered by the Senate, ordered to be engrossed for a third 
reading, read the third time, and passed. 

The preamble was agreed to. 


ST, LAWRENCE SEAWAY—LETTER FROM J. ADAM BEDE 


Mr. SCHALL. Mr. President, I am just in receipt of a 
letter from former Congressman J. Adam Bede, who was, 
while in the House, a member of the Rivers and Harbors 
Committee, and who has for many years past been an ardent 
advocate of the St. Lawrence seaway. 

This letter contains many points that those who, through 
lack of information, are against this waterway, should read. 

I ask unanimous consent that this letter may be printed 
in the RECORD. 

There being no objection, the letter was ordered to be 
printed in the Recorp, as follows: 

Hon. THomas D. SCHALL, 
United States Senate, Washington, D.C. 

Dear SENATOR: I am writing you as to one sitting in darkness 
who may lead a nation into light. 

There is pending in the Senate a proposed treaty with Canada 
for the completion of the St. Lawrence seaway, a self-liquidating 
project which need not take a dollar out of the Federal Treasury. 
A nominal toll on the tonnage of the Great Lakes will cover the 
maintenance and interest and also amortize the capital cost. 
This is believed to be the President's plan. 

Why should anyone object to such a project? Why should even 
a Cape Cod Yankee 8 though his ancestry be Scotch? 
The seaway would cost him nothing and would bring ocean ships 


up a water stairway to Lake 1 602 feet above the ocean, and 
into the very heart of the continent, where the transportation 
troubles begin. 


Through such a seaway the ores and agricultural products of the 
West would be ex for the industrial products of the East. 
harm unloading a few million barrels of 

ore, and Phila- 
delphia? Vegetables cannot bear the long rail haul, but they 
would move by water. What is there wrong about it in morals 
or ? If New England is afraid to trade with the West— 
with her own, for we are very largely of her stock—she should tear 
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address and be Americans for a while. 

her own interests if she does not support 

the West come into the Union if 

her own? Free trade among the States 

our Government, and yet the East is eager to 
it. She should reread the Constitution 

us the right to buy our own freedom. 


oppose 

prove to be a feeder for them. We gave them their property 
through land grants, bonuses, Government contracts, gifts 
minals, town sites, and in other ways, but they have made a failure 
of their undertaking. They have gambled in Wall Street, wrecked 
their own properties, robbed the public, and now stand in the 
bread line dole under the pauper’s oath, while in the same 
breath they tell their benefactors how to run the world. 


tions which for years they refused to recognize, 
person wishes them any harm. But why should the railroads 
strike at the waterways which are really their helper and hand- 
maid? The interlakes waterway has made it possible to move 
more than a billion tons of iron ore from the Minnesota mines 
which otherwise would still be lying buried in our hills. The 
railroads carried this vast tonnage from the mines to Lake Supe- 
rior, and from Lake Erie to Pittsburgh, and then distributed the 
finished product. They have received several billion dollars in 
freight charges, and that isn’t all. Our ores have reduced the cost 
of their locomotives, rails, and all other equipment. And still, 
backed by sordid wealth without a soul, they fight the seaway. 
They have kept experts, economic prostitutes, who will gladly 
predict ruin while you wait and endeavor to turn back the hands 
of time for a price.” 

The present depression will not always endure, and the railroads 
will be in hell or on high before the seaway can function. So 
they are only borrowing trouble. In another decade 
the country will be crying for transportation that it can't buy 
unless not only the seaway but, also, our internal waterways are 
pushed to an early completion. 

And notwithstanding all the railroad propaganda against com- 
peting automotive vehicles, airways, waterways, and pipe lines, the 
freight and passenger revenues of the railroads have both greatly 
increased during the period of these innovations. 

For the 5 years 1911 to 1915, Inclusive, the passenger revenues 
of all the roads were $3,268,113,000; and for the 5 years 1927 to 
1931 they had increased to $4,027,174,000, though including 2 years 
of the depression. 

In the same 5-year periods the freight revenues were: 1911 to 
1915, $9,932,105,000; and 1927 to 1931, $21,452,677,000. 

The truth is that the auto, truck, and bus have helped the rail- 
roads by the vast increase of traffic their manufacture has created, 
and by the unprofitable short-haul freight and passenger business 
of which they have relieved the rails. The railroads have carried 
fewer passengers, but they have carried them farther, and the 
all-night Pullman passengers, often on special-fare trains, are the 
cream of the trade. The profitable through freight also moves 
by rail. 

If the rajlroad companies cannot successfully manage the prop- 
erties which the public gave them, they should not penalize their 
benefactors for their own shortcomings. Every step of progress 
they have made has been forced on them—the prohibition of re- 
bates and passes, the adoption of safety brakes and couplings, in- 
stallation of safety devices, the use of refrigerated cars, and many 
more. In the heyday of their power they were as ruthless as any 
feudal lord that ever oppressed a bewildered tenantry, and they 
cared no more for the statutes of a State than a tomcat cares for 
a marriage license. Their slogan was: “L'état, c'est moi.” 

They pay no debts but liquidate one stock or bond issue with 
another, and gamble in their own securities on inside informa- 
tion. If they would run Wall Street through a wringer they 
would have a waterway of their own. 
is merely a thing in the hands 
of a big banker, a sort of “jimmy” with which high finance 

into the treasure box of the people. And all of these 
“things” are against the St. Lawrence seaway which will have 
no stock to gamble in. 
FEDERAL AID TO COMMERCE 

It is illuminating to know how much the Government has 

appropriated for rivers and harbors and where it has been spent, 


The following table shows that those who are now complaining 
loudest have received the most: 


Cost of river and harbor work to June 30, 1932 
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Cost of river and harbor work to June 30, 1932—Continued 


RIVER AND HARBOR WORK—continued 


ens work on tributaries of Mississippi 


S ˙ a nen ne nnnemwnemncennseennennn=sane 


233, 010, 545. 74 


This does not include the Panama Canal which was formally 
completed June 30, 1921, at a cost declared by the Bureau of 
Efficiency to be $525,812,661. 

Here are a few itemized accounts: 


New York Harbor and channels $58, 393, 978 
Philadelphia Harbor and Channel 52, 807, 596 
Baltimore Harbor and Channe 13, 633, 490 
New Orleans and mouth of Mississippi_._._.c.cctttn. 35, 629, 705 
Hoteston, Channel 16, 139, 653 
Portland, Oreg., Columbia River 11, 483, 591 
Albany, N.Y., and Hudson River 18, 265, 494 

Tr.. ͤ ASICS OES ͤ .. Se 8, 683, 671 


EASTERN CITIES OPPOSE SEAWAY 


Having received vast subsidies themselves, the Atlantic seaboard 
cities and industries now turn against the Midwest in its distress. 
The lower pi valley and the Gulf cities have been the 
beneficiaries of Federal munificence, not only in river and harbor 
improvements but in flood control as well, and in the Panama 
Canal which gives them the commerce of the Pacific Coast from 
two continents and has opened up a large Oriental trade. These 
facts, when properly presented, receive a favorable response and 
there is almost universal support for the seaway in the South. The 
Coastal Canal from Boston to Corpus Christi, now more than half 
completed, is another factor which moves the Dixie Democrats to 
a reciprocal friendship for the marooned millions in the land- 
locked West. 

We helped to build the canal that has made Houston the 
metropolis of Texas, the jetties in the Mississippi that put New 
Orleans forever on the map, and the channels that brought the 
ocean to Mobile. Their people should certainly be responsive to 
our appeals. 

While a member of the Rivers and Harbors Committee long 
ago I personally urged the deepening of the Delaware River to 
take Philadelphia off the Schuylkill and put her on the ocean. 
And now she bitterly fights the claims of the Great Lakes cities 
that merely ask permission to build, at the expense of their own 
commerce, a channel which will give them access to the sea. 

New York City is perhaps the worst of the seaboard babies cry- 
ing out so lustily against the rights of the inland empire. It is 
boastfully asserted that she pays 30 percent of our national taxes, 
and that we must not burden her people with the seaway. We 
do not ask her for a dollar. We helped to build her harbor and 
take Hell Gate out of the East River channel, and now if she has 
stalen herself into bankruptcy we merely ask her permission that 
we may build a channel of our own. 

But does New York pay 30 percent of our national taxes? Is 
she not merely the keeper of the national tollgate, taking her 
rake-off as our commerce passes by? We make no complaint, for 
great cities in so great a country must needs be, but let no such 
huddle of humanity forget its creator or its redeemer. Only for 
the hinterland Manhattan Island would be nothing but a fishing 
village and would have to send to Jersey for bait. 

SOME PERTINENT FACTS 

The Midwest is farther from deep-water navigation than any 
other agricultural area in the world. 

The Panama Canal has aggrandized the seaboard cities and 
penalized the prairie States, causing them to lose both commerce 
and Congressmen. 

We need lower freight rates, lower interest rates, and lower 
taxes. The last we can secure for ourselves; for the others we 
must look to the Government. 

The Seaway would put the immediate Northwest in the garden 
area of the Atlantic cities and would give back to us what the 
Panama Canal has taken away. 

No coast city will be robbed of its commerce but have it quick- 
ened instead. The chief use of the seaway will be for coastwise 
trade. 

The internal commerce of the United States is greater than 
the commerce of all the rest of the world combined, and we 
merely ask permission to increase its volume by trading with 
our own. 


3332 


We have gladly helped to build a hundred harbors on every 
shore and now seek only economic emancipation to be bought and 
paid for by ourselves. 

New York gets the power and pays for it. The world gets the 
seaway and pays for it from the commerce that uses it. So no- 
body gets hurt. 

The certain coming of the seaway would allay much of the spirit 
of revolt in the West. It would immediately cause large private 
investments for harbor facilities, thus employing thousands of 
laborers who have long been in distress. The mere announcement 
that the treaty has been ratified would change the psychology of 
many millions of people. 

There are some sincere friends of the seaway who are opposed 
to the treaty because of its provisions affecting the flow of water 
from Lake Michigan for the use of the barge canal to the Gulf, 
but some satisfactory understanding with them can undoubtedly 
be reached. 

It is a stock argument to say that the canal will be frozen half 
the year and will therefore be useless. The average open-naviga- 
tion season for a long period of years on the Great Lakes has been 
more than 7½ months, and more tonnage passes through the 
channels at Detroit than transits any other point on the globe. 

The cost of the project is not of great importance so long as we 
pay it ourselves. But it may be well to say that at present prices 
of materials and labor the work in the International section, which 
is the real seaway, will not be far either way from $100,000,000. 
The engineer estimates are based on 1926 prices and are prob- 
ably 25 percent above present cost. Most of the other work pro- 
vided for in the treaty would be done sometime whether the sea- 
way is constructed or not, and much of the work in the estimates 
is already done, for which each Government is properly credited. 

Canada has a friendly premier with a parliament still held in 
session awaiting the treaty. Now is our time to act. A delay 
till next winter might mean for several years if in the meantime 
there should come any change in the Canadian Government. 

For half a century the people of the West have been looking 
and longing for the sea. Hope deferred maketh the heart sick. 
So last year the worm turned, and although Minnesota had never 
voted Democratic for President before, Roosevelt carried 86 of its 
87 counties, and the one that failed him is up on the north shore 
of Lake Superior, where a moratorium is considered merely an 
extension of the hunting season. 

It was a real political revolution and demonstrates that the 
poopie want action. If Roosevelt gives us the seaway we shall 

k back to the War of the Roses and declare that “ Now is the 
winter of our discontent made glorious summer by this son of 
York.” 

I hope you will use your great influence to the utmost in our 

behalf in this crisis, which to us is a supreme occasion. 


Sincerely, 
J. AnaM BEDE. 
DuLuTH, MINN., May 5, 1933. 


GUARANTY OF DEPOSITS IN TEXAS STATE BANKS 


Mr. SHEPPARD. Mr. President, I present for publication 
in the Record a statement entitled Sixteen Years of Guar- 
anty of Deposits in Texas State Banks, January 1, 1910, to 
January 1, 1926”, by Hon. Thomas B. Love, former Com- 
missioner of Insurance and Banking for Texas, and former 
Assistant Secretary of the Treasury. 

There being no objection, the statement was ordered to 
be printed in the RecorD, as follows: 


SIXTEEN YEARS OF GUARANTY OF DEPOSITS IN TEXAS STATE BANES, 
JANvanx 1, 1910, TO JANUARY 1, 1926 


(A statement based on official records compiled by Thomas B, 
Love, of Dallas, Tex., former commissioner of insurance and bank- 
ing for Texas, ‘and former Assistant Secretary of the Treasury.) 

During the panic of 1907 nearly all of the banks of Texas were 
forced to impose upon themselyes the limit of paying to their 
depositors only $10 in any one day; and, as a result, there was 
much agitation for some system of safe and adequate protection 
of the depositors in the Texas State banks. 

In the fall of 1907 the Dallas News opened and led for more 
than a year a brilliant fight for a depositors’ guaranty fund law. 
Hon. Thomas Mitchell Campbell was Governor of Texas then, and 
I was commissioner of insurance and banking, and both of us did 
everything possible to promote such legislation. Hon. O. M. 
Cureton, then a member of the Texas House of Representatives 
and now chief justice of the supreme court, was the author of 
the depositors’ guaranty fund law which was enacted by the 
legislature of 1909 and was put into operation January 1, 1910. 

It has been repeatedly stated that the guaranty of bank deposits 
in Texas “proved a failure”; and in 1932 Mr. J. W. Pole, then 
Comptroller of the Currency, testified before the House Banking 
and Currency Committee that the Texas guaranty of deposits law 
resulted in a “deficit of $16,000,000." Mr. Pole was mistaken. 
Every depositor in every guaranty-fund bank in Texas was paid in 
full. There was no deficit, but a substantial surplus was dis- 
tributed among the banks when the fund was wound up. 

This law remained in effective operation for exactly 16 years, 
or until January 1, 1926; and the undeniable official records show 
that during the 16 years of its operation it protected absolutely, 
without the loss of a penny to any depositor, all of the 5 in 
several hundred Texas State banks (averaging more than 
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banks averaged about fifty-five one hundredths of 1 percent on 
their deposits for each year, or about $900 per year per bank; and 
the records prove that these 800 and more State banks, during 
these 16 years when their depositors were absolutely guaranteed 
against loss, yielded larger profits to their stockholders than did 
the hundreds of national banks of Texas, which provided no such 
conton for their depositors during the same period. 

Nominally, this law remained on the statute books until it 
was repealed in 1927; but it was effectually wrecked and rendered 
nugatory by the legislature of 1925, which passed an act provid- 
ing that any of the banks in the system, all of which had volun- 
tarily agreed to mutually guarantee the depositors of all, might 
be released from its obligation and quit the guaranty-fund system 
by giving an indemnity bond for the protection of its depositors. 

The question is asked: “Why was the law repealed?” The 
answer is that some of the larger banks in the system, which 
were called upon to pay substantial assessments during the 
early years of the 1920's, became convinced that the guaranty 
fund, which had built up their deposits and business, would be 
unnecessary to maintain their deposits in the future; and that 
by getting out of the system they could save the cost of the 
guaranty and add that much to the substantial profits they 
were earning after paying the cost of the guaranty. Conse- 
quently they maneuvered the passage of the bill referred to, 
permitting banks to quit the system, and immediately following 
the passage of this act, the number of guaranty-fund banks 
was reduced from 829 at the beginning of 1925 to 104 in 1926 
and to 34 in 1927. 

It is significant that the State bankers, who led the movement 
to dissolve the Texas guaranty fund system in 1925, are today 
heartily supporting the proponi to provide for a system of Fed- 
eral indemnity of depositors in all banks. 

GROWTH IN NUMBERS OF THE TEXAS GUARANTY FUND BANKS 


The records of the State banking department at Austin show 
that the number of banks whose deposits were 8 by the 


bank guaranty law, at the beginning of each of the 16 years 
that the law operated were as follows: 
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ning in 1910 to 889 in 1925, a gain of over 72 percent. 

It will be found by striking an average that the deposits in 818 
Texas banks were guaranteed under the law for each of the 16 
years. 

GRWTH IN DEPOSITS OF THE TEXAS GUARANTY-FUND BANKS 


The amount of deposits in these ty-fund banks protected 
by the law at the beginning of each of the 16 years was as follows: 
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It will be noted that these figures grew from $37,857,732 in 1910 
to 8241377, 754 in 1925, a gain of more than 500 percent. It will 
likewise be noted that the average deposits per bank increased 
during the period from $73,510 at the beginning to $166,430 at the 
end of the 16-year period, a gain of more than 125 percent, not- 
withstanding a gain during the same period of over 72 percent in 
the number of banks, 

GROWTH OF DEPOSITORS’ GUARANTY FUND 

The banking department records show that the amount of cash 
in the Texas bank-guaranty fund at the end of each of the 16 
years involved was as follows: 
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The average amount remaining in the fund was $384,972 at the 
end of each of the 16 years, The records also significantly show 
that after the guaranty fund law had been practically destroyed 
by the legislature of 1925, the guaranty fund, as a result of re- 
coveries from liquidations of failed banks, continued to grow for 
several years, mounting to $928,484.57 for 1926, $1,041,562.79 for 
1927, and $1,421,578.49 for 1928. 

But the amount in the guaranty fund at the end of each year 
reflected only a minor proportion of the relief afforded to de- 
positors during the year, for during these 16 years the records 
show that there was paid to depositors in failed guaranty-fund 
banks in Texas a total of $17,670,520, or an average per year of 
$1,104,408, being an average of $1,350 for each bank in the system 
per year. These include payments made after 1925 on 
account of liabilities which accrued while the system was in 
operation. 


THE COST OF DEPOSIT GUARANTY IN TEXAS 


The amount of money paid to depositors in failed banks each 
year is shown by the records to be as follows: 


974, 060. 54 
255, 677. 71 
314, 919. 00 


It will be noted that there were no losses and that nothing 
Was paid out for the first 5 years of the period of the fund's 
existence, or until 1915; and also that nothing was paid out dur- 
ing the years 1917 or 1918. 

But we are told that this system of protecting depositors in 
Texas State banks imposed an impossible cost burden upon the 
banks in the system, and that the legislature of 1925 was justified 
in wrecking the system by statute in order to relieve the banks of 
this great burden, and recently I heard a Dallas business man tell 
a legislative committee at Austin that if this bank guaranty law 
had not been repealed it would have forced every bank in Texas 
to close before now. 

Let us see what this protection to depositors did cost the banks 
in the system. 

It is not difficult to ascertain precisely what it cost. The 
banking department records show that the total gross amount 
contributed by all the banks to the Texas depositors’ guaranty 
fund from first to last was $18,038,060.22, or an average of $1,127,- 
$79 per year for the 16-year period, or an average gross cost per 
bank per year of $1,378. 

But these figures show the gross cost from which must be de- 
ducted the refunds—the amount of the guaranty fund distributed 
back to the banks as the liquidation of failed banks progressed, 
which the records show were approximately $6,000,000, first and 
last. Deducting this approximately $6,000,000 refunded to the 
banks from the approximately $18,000,000 contributed in gross by 
them, leaves as the net cost to the banks for the protection of the 
depositors in guaranty-fund banks for the 16-year period approxi- 
mately $12,000,000, or an average net cost per year for all the 
banks of approximately $914, or a little over $75 per month, 

It will be found that this cost averaged for the period a little 
more than one half of 1 percent of the deposits guaranteed, or, 
to be exact, fifty-five one hundredths of 1 percent plus, 


GROWTH IN PROFITS AND SURPLUS OF TEXAS GUARANTY-FUND BANKS 


During this 16-year period the capital surplus and undivided 
rofits of the guaranty-fund banks of Texas are shown by the 
ollowing table: 
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$25, 057,000.00 | $5,989, 209.38 | $2,719, 980. 53 
26, 510, 500,00 | 0, 276, 029. 20 4, 199, 832, 48 
28, 096,125.00 | 7,782,917. 96 8, 618, 391, OL 
30, 472, 000.00 | 9. 200, 117. 30 3, 471, 707. 48 
34, 787, 100.00 | 10, 964, 000. 73 4, 248, 890, 07 
45, 408, 500.00 | 13, 628, 975. 76 7, 808, 817, 37 
44, 852, 200.00 | 14, 005, 236. 63 3, 525, 520. 96 
41, 574, 200.00 | 12, 150, 197. 55 5, 897, 632. 21 
30, 569, 477. 18 11, 516, 967. 96 4, 008, 443, 00 
38, 370, 200.00 | 10, 999, 536. 01 8, 790, 101. 20 
11, 959, 000.00 | 2, 582, 202. 81 901, 210, 32 


GROWTH IN PROFITS COMPARED WITH THAT OF TEXAS NATIONAL BANKS 


During the 16-year period the average surplus (including un- 
divided profits) of the guaranty-fund banks of Texas, averaging 
more than 800 in number, increased by more than 210 percent, 
in addition to the dividends paid to their stockholders during 
the period; and the percentage of surplus (including undivided 
profits) to capital stock of the average guaranty-fund bank in- 
creased during the same period from 18.3 percent at the beginning 
to 38.5 percent at the end, being more than doubled. 

During the same 16-year period the records of the Comptroller 
of the Currency show that the average surplus (including undi- 
vided profits) of the national banks of Texas, averaging more than 
500 in number for each year of the period, was increased by only 
47 percent, aside from the dividends paid to stockholders during 
the period and the percentage of surplus (including undivided 
profits) to capital stock of the average Texas national bank de- 
creased during the same period from 68 percent at the beginning 
to 62 percent at the end. 


THE RECORDS PROVE SUCCESS, NOT FAILURE 


The above figures have been furnished me by the State Banking 
Department of Texas and are undoubtedly authentic. 

The depositors’ guaranty-fund system in Texas was in no sense 
a failure but a striking success. It made the banks safe for the 
depositors and at the same time profitable for their stockholders. 


EXECUTIVE SESSION 

Mr. ROBINSON of Arkansas. I move that the Senate 
proceed to the consideration of executive business. 

The motion was agreed to; and the Senate proceeded to 
the consideration of executive business. 

EXECUTIVE MESSAGES REFERRED 

The VICE PRESIDENT laid before the Senate several 
messages from the President of the United States submit- 
ting nominations, which were referred to the appropriate 
committees. 

(For nominations this day received, see the end of Senate 
proceedings.) 

UNITED STATES DISTRICT JUDGE—HON. HEARTSILL RAGON 

The VICE PRESIDENT. The Chair lays before the Sen- 
ate a message from the President of the United States, 
which will be read. 

The legislative clerk read as follows: 


To the Senate of the United States: 

I nominate HEARTSILL Racon, of Arkansas, to be United 
States district judge, western district of Arkansas, to suc- 
ceed Frank A. Youmans, deceased. 

FRANKLIN D. ROOSEVELT. 

THE WHITE HOUSE, 

Washington, May 12, 1933. 


Mr. ROBINSON of Arkansas. Mr. President, the nominee 
in this case is a distinguished Member of the House of 
Representatives. Under the precedents that have prevailed 
here, I ask unanimous consent for the immediate considera- 
tion of the nomination. 

The VICE PRESIDENT. Is there objection? 

Mr, McNARY. Mr. President, that request is conform- 
able to the custom of the Senate, and I have no objection. 

The VICE PRESIDENT. Without objection, the nomi- 
nation is confirmed. 

Is it desired that the President be notified? 

Mr. COUZENS. It is not desired that he be notified, Mr. 
President. 

The VICE PRESIDENT. The nomination is confirmed. 

There are no further messages from the President. Re- 
ports of committees are in order. 


REPORTS OF COMMITTEES 


Mr. SHEPPARD, from the Committee on Military Affairs, 
Teported back favorably sundry nominations in the Army, 
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Mr. FLETCHER, from the Committee on Banking and 
Currency, reported back favorably the nomination of Eu- 
gene R. Black, of Georgia, to be a member of the Federal 
Reserve Board for the unexpired portion of the term of 10 
years from August 10, 1928, vice Eugene Meyer resigned. 

The VICE PRESIDENT. The nominations will be placed 
on the calendar. 

Are there further reports of committees? If not, the 
calendar is in order. 

THE CALENDAR 

The legislative clerk announced Executive C (72d Cong., 
2d sess.), a treaty between the United States and the Do- 
minion of Canada for the completion of the Great Lakes- 
St. Lawrence deep waterway, signed on July 18, 1932, as first 
in order on the calendar. 

Mr. McNARY. I ask that the treaty go over. 

The VICE PRLSIDENT. The treaty will be passed over. 


UNDER SECRETARY OF THE TREASURY 


The Chief Clerk read the nomination of Dean G. Ache- 
son, of Maryland, to be Under Secretary of the Treasury. 

Mr. COUZENS. Mr. President, it will take considerable 
time to discuss this nomination, and I note that the Senator 
from Maryland (Mr. Typ1ncs] is not here. For that reason 
I think the nomination ought to go over. 

Mr. HARRISON. Mr. President, may I say that I have 
conferred just today with the Secretary of the Treasury. 
He is very anxious that this matter should be disposed of. 
On several prior days the nomination has come up and been 
put over. I have never heard any objection to this gentle- 
man. I am sure the Senator from Maryland will be very 
glad if the nomination is taken up and disposed of, and I 
hope we can dispose of it this afternoon. 

Mr. COUZENS. Mr. President, I have considerable to 
say about the nomination as a result of the hearings held 
by the Finance Committee. If the Senator from Mississippi 
desires to proceed with it, I will not delay the matter, but 
as long as the nominee was proposed by the Senator from 
Maryland [Mr. Typrncs] I thought he ought to be here to 
respond to the complaints that I am going to make. I am 
willing to take up the nomination at this time, if the Senator 
desires. 

Mr. HARRISON. I should like to have the Senate take 
it up now and dispose of it. 

Mr. COUZENS. If the Senator wishes to go ahead with 
the matter tonight, very well. 

Mr. HARRISON. I should like to have us go ahead with 
it tonight. 

Mr. COUZENS. Mr. President, on May 5 Mr. Acheson 
appeared before the Finance Committee. I am not very well 
prepared to discuss the matter, because I did not expect to 
go ahead with it at this late hour. What I am going to 
say has more to do with the policy of appointing Mr. Ache- 
son than with anything that pertains to him personally. 
I do not know him personally, and therefore have no objec- 
tion to him as a man; but the facts are that the Treasury 
Department is now being manned with men whom I believe 
to be unable because of their former connections to serve 
the public properly. 

When the nomination of Secretary Woodin was before the 
Senate, I raised the question of his former connections, and 
expressed some doubt as to the wisdom of his confirmation. 
During my term in the Senate I have protested against fill- 
ing the Treasury with officials who are in a position to obtain 
benefits for themselves, to favor their former clients, and 
to do favors for special groups. 

There is no department of the Government where such 
secrecy is maintained; there is no department of the Goy- 
ernment where the records are so inaccessible. Every Sen- 
ator who has been here during the consideration of a tax 
bill knows that repeated efforts have been made to make 
income-tax returns public records. Every Senator who has 
been here for some time knows that at one time we enacted 
a law making the amount of the income taxes payable by 
citizens a matter of public record. That law was made a 
kind of a joke of by the administration, and when I say 
that I say it entirely as a nonpartisan, because the Repub- 
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licans were then in power. What happened was that liter- 
ally thousands, and hundreds of thousands, and, if I am 
not mistaken, millions of names were printed in the news- 
papers, showing the amount of taxes each individual had 
paid, when it was well known that that was not the intent 
of the Congress. What Congress intended, so far as I could 
interpret the intention, was that these records might be 
open so that the public might examine them to the same 
extent that assessments in municipalities are open records, 
where one citizen may look at the records to see the extent 
of the assessment on his neighbor’s property. 

Mr. President, for years Congress has endeavored to enact 
legislation so that the Government would not be defrauded 
by the filing of false returns, and in cases where the ex- 
aminers or the administrative officers were not able to pro- 
tect fraudulent or erroneous income-tax returns, then the 
public might advise the administrative officials of the op- 
portunities of omissions from income-tax returns. 

Some years back the Senate appointed a special commit- 
tee, made up of the former Senator from Indiana, Mr. Wat- 
son, the late Senator from New Mexico, Mr. Jones, the 
former Senator from Kentucky, Mr. Ernst, the Senator 
from Utah, Mr. King, and myself. We spent a great deal 
of time and Government money investigating the operations 
of the Bureau of Internal Revenue. 

During the progress of the examination thousands of 
income tax returns were examined. Many memoranda were 
found in the records indicating that special consideration 
was to be given certain taxpayers. While I am on that sub- 
ject, I may say that we have now pending before the Finance 
Committee a nomination for Commissioner of Internal Rev- 
enue, which, by the way, is in my judgment a much more 
important appointment than the appointment of the Under 
Secretary of the Treasury. The two, considered together, 
indicate clearly to me, after the confirmation of Mr. Woodin, 
that there is to be an administration of the Bureau of In- 
ternal Revenue, and perhaps of the Treasury Department 
as a whole, by men who have specific and definite interests 
in being there. I am not going far enough to charge that 
these men are going to be dishonest, I am not going far 
enough to say that they are dishonest, or that they have 
ever been so, but I submit that it is not human for the 
administrators in the Treasury Department thoroughly and 
honestly to administer the income tax section in particular 
without a recognition of their former clients and a recogni- 
tion of their friend in arriving at tax assessments. 

Mr. President, that in itself does not necessarily mean 
favoritism or dishonesty, because there are hundreds of 
thousands of close cases, cases where the Bureau might 
decide one way or the other and the decision would be con- 
sidered as honest. There are thousands and thousands of 
rulings in the Bureau of Internal Revenue today which have 
never been published. There are thousands of rulings which 
have been rendered favoring one taxpayer when another 
taxpayer with a like set of circumstances has not been able 
to receive the benefit. 

Hundreds of millions of dollars of taxes have been lost to 
the Federal Government because of the secrecy maintained 
in the Bureau of Internal Revenue with respect to income 
taxes. The evidence the special committee took clearly 
showed that questions involving matters like oil discoveries, 
the depletion of oil wells, depreciation, obsolescence, matters 
of that kind, were decided in dozens of different ways, de- 
pendent upon who the taxpayer was or who handled the 
case in the Bureau. 

Not only that, but thousands of employees who were in 
the Bureau during a large part of the period of the admin- 
istration of the income-tax law have left the Bureau and 
have gone out into private practice and solicited cases which 
they knew were under consideration in the Bureau. The 
senior Senator from Virginia [Mr. Grassl, who was once a 
famed Secretary of the Treasury, has told the Senate of 
cases where officials or employees of the Bureau of Internal 
Revenue have deliberately overassessed citizens, and at the 
same time notified their coconspirators or colleagues outside 
of the Bureau that the overassessments were being made. 


1933 


There are dozens of cases where a taxpayer receives a notice 
from the Bureau of Internal Revenue that an additional 
assessment has been made, and at the very moment the 
taxpayer receives the special assessment notice a tax expert 
appears at his office and offers to take the claim. 

Cases are of record where a taxpayer would ask the tax 
expert, or accountant, or lawyer, or engineer, “ How did you 
know that I received this extra assessment?” And the 
solicitor has said, “ Well, I had information from the Treas- 
ury Department that they were about to make the assess- 
ment, and I wanted to get here promptly in order to be 
retained.” 

There is evidence now before the Finance Committee just 
along that line. There is evidence now pending before the 
committee concerning the nomination of one man for the 
Treasury Department where, immediately upon a taxpayer 
receiving notice of a special assessment, this man or his 
associates appeared and asked for the business. There is 
evidence in volumes to that effect. Notes were found in the 
Treasury Department to this effect, “This is a Mellon in- 
stitution“, and no tax was to be assessed. 

Mr. President, this clearly shows how important it is to 
have men administering the income tax laws who have had 
no outside affiliations or former connections with persons 
who might influence them or persons who might be bene- 
fited by their decisions. 

Mr. Acheson appeared before the committee, I think on 
the 5th of May, and I read from the record. The senior 
Senator from Mississippi [Mr. Harrison] was presiding, and 
he said: 

Mr. Acheson, you have béen nominated as Under Secretary of 


the Treasury, and the committee felt they wanted to look you 
over and might want to ask you some questions. 


STATEMENT OF DEAN G. ACHESON 


Mr. Achrsox. I am delighted to come up, Senator. 

The CHAIRMAN. You are from Maryland, are you not? 

Mr. ACHESON, Yes, sir; I have a place at Sandy Springs, Md. 

The CHARMAN. How long have you lived there? 

Mr. ACHESON. I moved out there in the spring of 1925. 

The CHAIRMAN. Where did you come from to there? Where did 
you live before then? 

Mr. Acueson. I have a house in Washington. Perhaps if I begin 
at the beginning it would be better. 

The CHAIRMAN. Yes. 

Mr. AcHESON. I was born in Connecticut and lived there until 
after the war. Then I came down to Was n as secretary for 
Mr. Justice Brandeis and intended to stay only a short time with 
him, and I stayed 2 years, and then went into Judge Covington's 
law firm and practiced law ever since. I have lived in Georgetown 
and have a house there. Then I bought this place in Sandy 
Springs, and we live there a little more than half the year. 

Senator Couzens. What was your practice when you were with 
Judge Covington? 


Mr. President, I want to point out that Judge Covington 
is a well-known Washingtonian, who, I understand, served 
in Congress at one time, and has made a great deal of money 
in practicing before the departments in Washington, and 
particularly before the Bureau of Internal Revenue. If I 
have made any error in that statement I stand willing to be 
corrected, because I am trusting somewhat to my memory. 

Mr. HARRISON. The Senator might state that he has 
served as Chief Justice of the Supreme Court of the District. 

Mr. COUZENS. Chief Justice of the District of Columbia; 
yes. I was making reference more particularly to how he 
had made his money. 

Mr. BARKLEY. Mr. President, I think it ought to be 
said also that Judge Covington is engaged in the general 
practice of the law. He has not specialized, I think, in 
cases before the Treasury. He is recognized as a lawyer 
of ability, a former Member of Congress from Maryland, a 
former Chief Justice of the Supreme Court of the District, 
and he is engaged in general practice here. 

Mr. COUZENS. I am not saying otherwise. I was com- 
ing to the fact that he represents many large corporations 
that have to do with legislation, and, if I remember correctly, 
represented Charles Mitchell when he was before the Bank- 
ing and Currency Committee under investigation in the 
National City Bank case. 

_Mr. LONG. Mr. President, will the Senator yield? 

Mr. COUZENS. I yield. 
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Mr. LONG. I have been out of the Chamber, and I in- 
quire who else particularly besides Charles E. Mitchell has 
he represented—some other big corporations? 

Mr. COUZENS. A great many. 

Mr. LONG. Is he interested in the Morgan chain of banks 
or anything like that? 

Mr. COUZENS. Not that I know of. I want to be per- 
fectly frank. I have known Judge Covington for a long 
time; I know he was here during the Wilson administra- 
tion; I know that he has a very large office and a great 
many clients. I am going to take up the question of his 
clients later on. 

Mr. HARRISON. Mr. President, if the Senator will per- 
mit a further interruption, it must be admitted that Judge 
Covington’s is one of the largest law firms here, and that 
it has many clients, some of whom are very large concerns. 
I do not think there is any denying that fact. 

Mr. COUZENS. Iam not denying it. I am not trying to 
hide anything, nor am I trying to make an improper case. 

Mr. HARRISON. I understand. 

Mr. COUZENS. I want to point out, before I get through, 
the connection that will inevitably exist between Judge Cov- 
ington’s office and the Treasury Department and other de- 
partments of the Government as the result of the appoint- 
ment of Mr. Acheson. I am not saying there will be any- 
thing dishonest about it, but I am saying that the tempta- 
tion is too great to have public offices filled with men with 
such previous connections. 

Mr. BYRNES. Mr. President—— 

The PRESIDING OFFICER (Mr. Crarx in the chair). 
Does the Senator from Michigan yield to the Senator from 
South Carolina? 

Mr. COUZENS. I yield. 

Mr. BYRNES. I merely want to ask the Senator a ques- 
tion, and I think the same thought prompted the Senator 
from Mississippi. The Senator from Michigan would not 
want to create the impression that Judge Covington’s firm 
was engaged solely in business of representing clients be- 
fore the departments, but would admit that the firm has 
been one of the prominent law firms of this city engaged in 
the general practice as trial lawyers in the courts, not spe- 
cializing merely in representing clients before the depart- 
ments of the Government? I think the Senator will agree 
to that. 

Mr. COUZENS. I think that is a correct statement. I am 
going to relate later on some connections of Judge Coving- 
ton’s office. I mention that not as a reflection upon Judge 
Covington himself, but I merely mention it because it was 
testified by Mr. Acheson that he had been connected with 
Judge Covington’s office, and I think it is generally known as 
“the Covington firm.” 

Mr. BYRNES. Will the Senator yield further? 

The PRESIDING OFFICER. Does the Senator from 
Michigan yield further to the Senator from South Carolina? 

Mr. COUZENS. Certainly. 

Mr. BYRNES. And did it not appear in the testimony 
that Mr. Acheson was formerly the clerk of Mr. Justice 
Brandeis? 

Mr. COUZENS. I just read that. 

Mr. BYRNES. I did not hear the Senator do so. 

Mr. COUZENS. I quote further from the testimony of 
Mr. Acheson: 

I have been almost everything, Senator. I think we have a 
considerable tax practice. I myself have done most of the inter- 
national law work. I went with the firm for that purpose in 1922. 
Our firm was representing the Norwegian Government in an arbi- 
tration with the United States that took place under the old 
Permanent Court of Arbitration at The Hague, and I prepared 
that case, which took a little over a year, and went to The Hague 
and presented it to the court with Mr. Burling, the senior partner. 

Senator Couzens. Have you practiced before the Bureau of 
Internal Revenue? 

Mr. AcHEsoN. Yes, sir; I have been frequently before the Bureau. 

Senator Couzens. Can you name offhand some of your clients? 

Mr. ACHESON. It is hard to think of them now. Going back- 
ward—I am now representing Mr. James E. Davidson, of Bay 
City, Mich. That is my most recent thing. I was doing that up 
to a few days ago. Before that I represented Mr. Polk, publisher 
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Mr. Acreson, Polk's Directory. I represented the Bethlehem 
Steel Corporation in a case which originated—no, that did not 
originate in the Bureau. That was in the Court of Claims. These 
things have completely gone out of my mind. 

Senator Couzens. Perhaps you could get a list and give it to 
us later on, if it is more convenient? 

Mr. Acnrson. That will be a very simple thing to do. They 
are largely individual taxpayers. There are some corporate tax- 
payers, but not very many. 

Senator Couzens. Are the cases still open or closed? 

Mr. ACHESON. I think there are about three that are still open. 

The Cuamman. Do you recall those cases that are still open? 

Mr. Acurson. Yes; there may be more than three. The ones 
that are still open are Mr, James Davidson, an estate tax case. 
There is the case of one of the partners of Price Waterhouse, a 
comparatively small one, which is still open. There is the case of 
an individual, Daniel Altland, of Detroit, which is still open. 

Senator Couzens. How did you come to get all of these De- 
troit cases? Most of everything seems to come from Michigan. 

Mr. AcHESoN. Mr. Bonchron, who is a partner of Price Water- 
house has been a friend of mine for a long time, and almost all 
the things he has here he sends to me. 

The CHamman. Judge Covington, your law partner, was on the 
bench of the Supreme Court of the District here, was he not? 
He was chief justice? 

Mr. ACHESON. Chief justice; yes, sir. 

Senator BARKLEY. And a former Member of the House? 

Mr. ACHESON. Yes. 

Senator CONNALLY. Was the case you had in Norway these ship- 
ping claims? 

Mr. ACHESON, Yes. 

Senator BARKLEY. These tax cases—are they for refund or are 
* protesting against increased assessments? 

. ACHESON. I think there is only one case for a refund that 
I recall now. That is the case of what was the First National 
Bank of Detroit, in regard to its 1929 and 1930 tax. That has 
now left the Bureau and there will be suit in the district court 
of the United States. The Bureau has assessed the tax finally, the 
tax has been paid, and the next step is a suit for refund. 

Senator King. Are any of these dealings that you had, or your 
relations, with the tax department of the Government such that 
they would prove em to you in the duties of this office? 

Mr. ACHESON. I do not think they would in any way, Senator. 


Mr. President, I am speaking off the record now, but it is 
that kind of thing that has been coming up all the years 
during which I have been in Congress; it is this question of 
whether or not public officials who are administering billions 
of dollars of tax income are to be embarrassed by favors 
that they may be asked to accord to their former clients or 
to their business associates or to firms of which they have 
previously been officers. 

The record is perfectly plain that during the administra- 
tion of Mr. Mellon hundreds of millions of dollars were 
either refunded, canceled, or credited to the account of 
firms through secret rulings within the Department. 

Mr. President, I am not even saying that those rulings 
were wrong; I am not saying that they were dishonest; I am 
trying to prove the opportunities within the Department to 
do favors at the expense of the Federal Government. My 
contention has always been, Mr. President, that men should 
not occupy these places who will be subjected to such temp- 
tations or who would be subject to embarrassment because 
of their former connections. 

Mr. FLETCHER. Mr. President, may I ask the Senator 
a question? 

The PRESIDING OFFICER. Does the Senator from 
Michigan yield to the Senator from Florida? 

Mr. COUZENS. I yield. 

Mr. FLETCHER. What has the Under Secretary of the 
Treasury to do with these matters? Are they involved in 
the Under Secretary’s functions? 

Mr. COUZENS. The Under Secretary, in the absence of 
the Secretary, has complete control of the Department; he 
has complete control of the Bureau of Internal Revenue and 
every Assistant Secretary of the Treasury. It was quite evi- 
dent from the examination we made over a period of years 
that one could not go into any department or any bureau or 
any division of the Treasury Department where the influence 
of the superior officers did not permeate. 

I read again from the record: 


Senator Couzens. You would have to pass upon the decisions, I 
suppose, that the Bureau might render, since I notice the law 
requires the Treasury to approve those matters, and I suppose the 
Under. Secretary, you, as Under Secretary, would have that 


responsilsility? 
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Mr. AcHESON. I suppose I would in respect to any of the refunds, 
Cases of additional taxes would not, as I understand it, come 
before me at all, 

Baa REED. Mr. Acheson, what financial experience have you 

Mr. Acnrson. I have had practically none, Senator. 

99 16758 Rezp. Have you made any study of public finances 
a 

Mr. AcHEson. None at all. 

The CHAIRMAN. Where did you attend school, Mr. Acheson? 

Mr. AcHEsoN. I went to Groton School, in Massachusetts, and I 
went to Yale University and the Harvard Law School. 

Senator BARKLEY. Were you an applicant for this place? 

Mr. ACHESON. No, sir; I was not. 

Senator Couzens. Who was your sponsor—Senator Tydings? 


Senator Typincs, who was present, said: 


Of course, of course. 

The CHAIRMAN. You said you were not an applicant for it, Mr. 
Acheson? 

Mr, AcHEsON. Not at all. 

The CHAIRMAN. The suggestion came from without? 

Mr. ACHESON. I had absolutely no knowledge of this at all until 
the Secretary asked me to come over and see him; and when I went 
over, he asked me if I would do this job for him. 

Senator Couzens. Is your firm also a representative of the Inter- 
national Telephone & Telegraph Co.? 

Mr. ACHESON, Yes; they are. 

Senator Couzens. And Mr. John Marshall is also a member of 
your firm? 

Mr. AcHgson. He is associated with our firm. He is not a mem- 
ber of our firm. 

Senator Couzens. Do you represent in any way the Radio Cor- 
poration of America? 

Mr. ACHESON, I believe that we do. Whether we represent them 
generally, or in specific litigation, I don’t know. I, myself, have 
never had anything to do with those general retainers, and I don’t 
know what goes on exactly. 

There is a suit, I believe, in the Court of Appeals of the District 
of Columbia, and I understand that our firm is representing the 
Radio Corporation there. 


Mr. President, Mr. Acheson is perfectly frank; I do not 
charge him with being otherwise. Mr. Acheson has been a 
member of this firm that represents big corporations, such 
as the Radio Corporation of America, the International Tele- 
phone & Telegraph Co., and many others, to which I will 
refer later on when I come to read the list of clients he had 
before the Bureau of Internal Revenue. 

I quote further from Mr. Acheson’s testimony: 


Senator Couzens. Do you represent the Van Sweringens in any 
cases? 

Mr. Achrsox. Mr. Marshall does. That is his own retainer. 
My firm has nothing to do with that and is not connected with it 
in any way, either sharing in the fees paid or participating in any 
advice. We have no knowledge at all of what is done in that. 

Senator Couzens. You have quite a lot of corporate affiliations, 
do you not? 

Mr. ACHESON. My firm does. 

Senator BARKLEY. Do you represent any New York banks that are 
known as “international bankers"? 

Mr. ACHESON. In these recent hearings Judge Covington repre- 
sented the National City Bank. Whether that is an international 
bank or not, I do not know. 

Senator Couzens. I would say it is a very decided international 
bank, according to the testimony before the Committee on Bank- 
ing and Currency. 

3 Barker. Does your firm represent J. P. Morgan in any 
way 

Mr, AcHEson. Mr. John Davis represents J. P. Morgan & Co., 
and he occasionally asks Judge Covington for his advice on specific 
questions. We have no general retainer or any specific employ- 
ment by them. 


Mr. President, story after story has come orally, that does 
not appear in the record, of Mr. Acheson’s affiliation. Not 
only he and his firm have been affiliated with J. P. Morgan & 
Co., but with the International Telephone & Telegraph Co. 
and the Radio Corporation of America, and yet he and Mr. 
Woodin, who has been a close affiliate of the New York group 
for years, are to have complete charge of the Treasury De- 
partment of the United States. 

Mr. LONG. Mr. President—— 

The PRESIDING OFFICER. Does the Senator from 
Michigan yield to the Senator from Louisiana? 

Mr. COUZENS. I yield. 

Mr. LONG. It is clear that the Senator has qualified 
Mr. Acheson because he has now proved that he is con- 
nected with the house of Morgan. Does not that put him 
in line with our policy here? It seems to have been the 
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policy of the Treasury that Morgan’s hand must be there. 
When we get that down to where we know it, it seems we 
ought to wind up the matter and go along according to the 
accepted rules. 

Mr. COUZENS. I do not care to indulge in humor in 
this connection. I am conscious of the fact of affiliations 
of the house of Morgan with the Treasury Department 
over a great number of years, in fact ever since I have been 
a Member of Congress. But I do not willingly stand here 
and see a man confirmed for the position to which Mr. 
Acheson is named without the Senate and the public know- 
ing of the connection. 

Mr. BARKLEY. Mr. President, will the Senator yield? 

Mr. COUZENS. Certainly. 

Mr. BARKLEY. The Senator referred to rumors floating 
around, not a part of the record, that Mr. Acheson repre- 
sents Morgan & Co. It seems to me that the committee had 
a fair chance to inquire of Mr. Acheson. He was asked 
about it, and unequivocally stated that he did not represent 
Mr. Morgan, that Mr. Covington was sometimes adviser to 
John W. Davis, who represented them. The Senator, I know, 
does not want to do Mr. Acheson an injustice. If there are 
any rumors about him representing Morgan & Co., it seems 
to me the committee ought to have gone farther into them 
after he denied that he did represent them. 

Mr. COUZENS. Perhaps I used an unfortunate word 
when I said “rumors.” I should have said it is general 
knowledge. Statements have come to me that it is well 
known that the Covington firm, of which Acheson was a 
member, was affiliated with the Morgan house. 

Mr. BARKLEY. I thought the Senator was referring 
specifically to Mr. Acheson. 

Mr. COUZENS. I was referring to his firm. Of course, 
Mr, Acheson was a member of the firm and he does not deny 
it. He was perfectly frank. He was a partner of Judge 
Covington and said that Judge Covington represented the 
Morgan house through John W. Davis. 

I only want to make a record. I know Mr. Acheson is 
going to be confirmed. I know that Mr. Acheson and Mr. 
Woodin are going to be just as much the agents of the 
Morgan house as anybody we could possibly put in the 
Treasury Department. I do not believe that President 
Roosevelt understands or knows all these things. I do not 
believe that President Roosevelt knows the record behind 
Mr. Acheson or behind Mr. Helvering, the nominee for the 
Bureau of Internal Revenue. I want to say frankly that I 
am a great admirer of President Roosevelt, I want to help 
in every human way to make his administration a success. 
Partisanship has never been any part of my make-up. Dem- 
ocrats who have been here since I have been here will recall 
that I have never cast a partisan vote nor taken a partisan 
position with respect to any confirmation of anybody for 
public office, nor have I taken a partisan position with ref- 
erence to votes on legislation. 

Mr. President, I plead that the administration will not fill 
these important offices with men having the connection that 
these men had in the past and who will undoubtedly in the 
future be under the influence of those connections. 

Remember, Mr. President, I am not saying, when I use the 
word “influence ”, that it is dishonest influence. I am not 
charging these men with receiving any monetary reward for 
what they may do for those people whom they have formerly 
represented. But, Mr. President, I have contacted with men 
and have associated with men for 50 years, and I know the 
motives of men and I know what influences men. I know 
what association does. I know what former connections do 
and how they influence the judgment of men’s minds. I 
know it can be done in a perfectly honest way and yet not 
be in the public interest. So I am making this record for 
history and I hope in the interest of President Roosevelt, 
and not because I expect to stand here at this late hour and 
defeat the confirmation. 

The Senator from Mississippi [Mr. Harrison], I think, has 
been unduly urgent in his efforts to secure confirmation at 
this hour of the day when I was illy prepared to proceed, 
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and yet I did not want to be placed in the position of trying 
to unnecessarily delay confirmation. 

I want to go back and repeat just briefly, in reading from 
the record: 


Senator Barxiry. Does your firm represent J, P. Morgan in 
any way? 
Mr. Acrrsox. Mr. John Davis represents J. P. Morgan & Co., 


Senator, the things that are directly 
under him are those bureaus that have to do with the public debt. 
ery vague idea of what are the duties of an Under Secre- 
tary, but I believe the of the Government and anything 

the public debt comes directly under him. 
. The fiscal bureaus come under the Under Sec- 


Senator McApoo. I know that; but when I was Secretary of the 
Treasury the technical division was the fiscal bureaus, so called, 
and they were particularly in charge of one of the Assistant Secre- 
taries. But since then I think the Department has been reor- 
ganized to some extent, and, the Under Secretary having been 
created, I think he is considered as the right arm of the Secretary, 
and he acts generally with reference to all bureaus on all questions 
that arise in the Department. 


That is what former Secretary of the Treasury McApoo 
said: 


Mr. Achso. That is my understanding. 

Senator McApoo. And he is practically the Secretary in his ab- 
sence; isn’t that the jurisdiction you will exercise? 

Mr. AcHEson. I think that is about it. 

Senator Kine. With your understanding of the technic and 
the modus operandi in and of the Treasury Department, would 
you say your duties would be similar to those which were per- 
formed by Ogden Mills? 

Mr. Achso. When he was Under Secretary? 

Senator Kina. Yes. 

Mr. Achso. I presume they would be. 

Senator Couzens. Have you ever represented the Insulls in any 
case? 

Mr. Achrsox. I don't think we have ever had anything to do 
with the Insulls. 

Senator Couzens. None of your firm has? 

Mr. Acuzson. That is my understanding. 

Senator Couzens. Have you ever represented any of the 
Kreugers’ companies? 

Mr. AcHEsoN. Not at all. We have represented the Swedish 
Government. 

Senator Couzens. As against the Kruegers? 

Mr. ACHESON. Yes. 

The CHARMAN. Are there any other questions? We thank you 
very much for coming up, Mr. Acheson. 

Senator Typrnas. Apart from the fact that Mr. Acheson comes 
from Maryland, I believe you gentlemen will find he will be a 
pleasant surprise in the office. He has great ability and great 
industry, and holds high conception of any governmental responsi- 
bility, and it is a real for me to endorse him. I am 
satisfied the committee will have no regrets if they endorse him. 

Senator Krnc. Mr. Woodin, then, did not initiate the movement 
to bring him into the Treasury; it came from you; is that it? 


und 
telephone. 

Senator Krnc. He didn’t know Mr. Acheson? 

Senator Typines. He knew him, but not well. But he investi- 
gated him, he told me, very thoroughly and he seemed to be the 
very character of man he wanted. 

The CHamRMAN. Thank you very much. 

Mr. AcHEson. Do I understand you would like me to furnish a 
list of those cases? 

Senator Couzens. I should like to have a list of those cases that 
were mentioned, if you do not mind. 

Senator Ko. The ones he has been engaged in personally or 
his firm? 

Senator Couzens. His firm, going back for the last 2 or 3 years. 

Senator Watcotr. I might say that Mr. Acheson really comes 
from Connecticut. His father was formerly Episcopal bishop up 
in our diocese, and he attended Yale and Harvard. 


That ended the giving of testimony by Mr. Acheson. Then 
afterward there was forwarded to the clerk of the clerk of 
the committee a letter from Covington, Burling & Rublee, 
Union Trust Building, Washington, D.C., addressed to Hon, 
Pat Harrison, Senate Office Building, and reading: 
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and I have had before the Bureau of Internal Revenue 
during the past 2 years, as I was requested to do this morning by 
the committee. 


The letter was signed by Mr. Acheson. 

Then there follows a list of firms that were represented, 
and so as to be perfectly fair I want to put in the classifica- 
tion of the firms as Mr. Acheson presented them to the com- 
mittee. In the report Mr. Acheson stated: 


The firm of Covington, Burling & Rublee has seven partners. 
a addition, there are seven lawyers who assist the members of 

e firm. 

Of the partners, Mr. Shorb, with two assistants, has for many 
years devoted himself practically exclusively to tax matters. The 
cases that have been in the office since May 1, 1931, 
handled exclusively by Mr. Shorb and his assistants, are shown 
on the list marked “List A.” The cases with a star opposite them 
have been concluded in the Bureau since May 1, 1931. 

On “List B” are shown the cases before the Bureau which Mr. 
Acheson has had charge of since May 1, 1931. The cases marked 
with a star on this “List B” are those which have been concluded 
in the Bureau since May 1, 1931. 

On “List C” are shown those cases which have been pending 
before the Bureau since May 1, 1931, in charge of other members 
of the firm. The cases on List C” marked with a star have been 
concluded in the Bureau since May 1, 1931, 


I am going to have these lists put in the Rrecorp com- 
pletely. I will not take the time of the Senate to read them 
all. I am going to read a few of the names that appear on 
list B, which Mr. Acheson says are the ones of which he has 
had charge. In this connection, I desire to point out that 
while I am going to read only the names of those of which 
he has had charge, the list contains the names of his part- 
ners’ cases, in the success of which I assume he, of course, 
had a financial interest. 

List B, which Mr. Acheson furnished, is as follows: 


Joseph H. Adams, Miami. 

Daniel E. Altland, Detroit. 

Estate of Antonio S. Andretta, Hartford, Conn. 

W. D. Bonthron, Detroit, Mich. 

*Chandler & Co., New York City. 

James E. Davidson, Bay City, Mich. 

First Bond & Mortgage Co., Lansing, Mich. 

*Robert Gage Coal Co., Lansing, Mich. 

*Kentucky Securities Corporation, Lexington, Ky. 
Estate of A. Sidney Logan, Philadelphia, Pa. (now in court). 
*First National Bank, Detroit, Mich. 

R. L. Polk Investment Co., Detroit, Mich. 

W. Ernest Seatree, New York. 

*Wayne County & Home Savings Bank, Detroit, Mich. 
*Continental Can Co., New York. 

„H. J, Hayes, Lansing, Mich. 

*Estate of George J. Hoster, Columbus. 
*International Textbook Co., Scranton. 

*United States Stores Corporation, Philadelphia. 
*National Food Products Corporation, New York. 
*Paramount-Publix Corporation, New York. 
*Sixteen East Fortieth Street, Inc., New York. 


Those are all the cases that Mr. Acheson claims to have 
handled himself before the Bureau of Internal Revenue. 
The other lists are of those that were handled by his part- 
ners. Without taking the time of the Senate, I ask per- 
mission to make them a part of my remarks. 

The PRESIDING OFFICER. Without objection, it is so 
ordered. 

The matter referred to is as follows: 

LIST A 

„T. Smith & Sons, Inc. 

„Consolidated Water Power & Paper Co. 

Chicago Trust Co. 

David G. Joyce and Clotilde G. Joyce. 

*W. I. Hollingsworth. 

*Superior Machine Co. 

*Consolidated Water Power & Paper Co. 

*Honore and Potter Palmer. 

*Peerless Iron Pipe Exchange. 

*Estate of Theo. M. Nagle. 

5 „M. W. Alworth, M. H. Alworth, R. D. Alworth, and J. L. Wash- 
urn. 

Estate of Charlotte H. Gerlach. 

*Mrs. Anna Fellman, succession of. 

The Morse Foundation. 

„Marshall H. Alworth. 

Marshall W. Alworth. 

Royal D. Alworth. 

J. L. Washburn. 

Royal Mineral Association. 

*Birdsell Manufacturing Co. 
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Nunn Bush & Weldon Shoe Co, 


*John R. Thompson. 
Palmer Corporation. 
*Estate of W. K. Vanderbilt, 
*Peerless Iron Pipe Exchange, Inc. 
e SAt aine Co 
rea & Re . 
E. J. Lander & Co. 
»General Furniture Co. 
*Polk Sanitary Milk Co. 
*Estate of Bailey B. Nagle. 
*Phoenix Hosiery Co. 
*First National Bank, trustee for Farrington et al. 
*George C. Stone. 
*Willlam F, Jennison. 
*Ohio River Sand & Gravel Co, 
*Albert F. Keeney and Harriett Sayre Keeney. 
Coyne Electrical School, 
*Tama Telephone Co. 
David G. Joyce, Clotilde G. Joyce, Beatrice Joyce. 
*Stephen E. Ryan. 
National Enameling & Stamping Co, 
*J. S. Brown Mercantile Co, 


„Economy Fuse & Manufacturing Co. 
e C. Ross. 

*Fargo Mercantile Co. 

Estate of Bailey B. Nagle. 

*Walter E. Heller, 

Melvin W. Ellis. 

*Estate of Bailey B. Nagle (1926). 
*Stadacona Steamship Co. 

*Adam G. Thomson. 

*Frederick T. Warner. 

*Federated Metals Corporation, 
*Continental Development Co, 

*John Sutherland Stuart. 

*National Life Insurance Co. 
Josephine B. Gedney. 

Peerless Iron Pipe Exchange, Inc. 
*Tremont Lumber Co. 

*Bellingham Co, 

*Walter Schuttler. 

*Owens Illinois Glass Co, 

*Neuss Hesslein & Co. 

„C. M. Burlingame. 

*Palmer Corporation. 

*Peoples Saving Bank & Trust Co. 
Peerless Iron Pipe Exchange, Inc. (1928), 
*Rogers Park Building Corporation. 
*Northwestern Trust Co. 

Northern Construction Co. 
»Listenwalter & Gough. 

*Republic Creosoting Co, 

*Central Chemical Co. 

„W. I. Hollingsworth (1923-28). 
»Ralph B. Polk. 

Mr. and Mrs. Richard J. Lamb. 
*Walklin Petroleum Corporation. 
Consolidated Water Power & Paper Co, 
*E. B. Miller. 

*Granite City Steel Co. (1929). 

*Peter Tettelbach. 

*Burford Oil Co. and Pecos Refining Co, 
Marquette Cement Manufacturing Co. 
Peter C. Reilly. 

*Grace Brown Palmer. 

Mr. and Mrs. T. G. Lovelace. 

Fort Wayne Corrugated Paper Co. 
*Mulgrew & Sons Co. 

Lester P. McCoy, Hazel C. McCoy, and estate of John M. Barton, 
M. M. Kauffman. 

*Bates Investment Co. 

*Joseph E. and Margaret M. Sterrett. 
*Estate of Gustav Hottinger. 

*Dr. H. E. Thompson. 

*John R. Thompson (1918 interest claim). 
*Deming & Gould. 


National Life Insurance Co, 
*R. D. Alworth. 


Clara Holt Bates, Isabel F. Bates, George A. Bates, and Mark O, 


*Dr. Frederick D. Owsley. 
Jacob Rothschild. 
Bates Investment Co. (1930), 
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Chesa; Investment Co, 
Burford Oil Co. (1930), 
Miller. 


Crow Wing Co. and estate of Cuyler Adams, 
Estate of George W. Niedringhaus, 

T. G. Dickinson. 

Copley Press. 

Granite City Steel Co. 

Christopher L. Ward. 

Midwest Ice Co. 

H. H. 5 

e 


Palmer Gorporation i ( 1930). 
Bates Investment 


Estate of Se C. Goodrich. 
LIST o 
*Sullivan County Credit Union. 


*Charles R. Flint, 
*J. Nosh H. Slee. 


*Estate of Otto Becker. 
Estate of Henry Chalfant. 
Pierce Arrow Motor Car Co, 


John A. Howard. 
Edward A. Howard. 
Schaffner. 


Robert S. 

David B. Stern. 

*Sullivan Machinery Co. 
*Columbia Steel & Shafting Co. 
*James R. 


Deering. 
*Cumberland Glass Manufacturing Co. 
Wilson & Co. (In Court of Claims). 
*Federal American Bank, executor of estate of Josephine P. 


*Continental Products Co. 

*Edward B. Le , executor of estate of Daniel B. Wentz. 
*T. Smith & Son, New Orleans. 

*Estate of William K. Vanderbilt. 

*C. P. Dubbs. 

*Erie County Milk Association. 

e t Stuart. 


First National Bank of Pittsburgh, 
Dr. A. C. Galster. 

*Estate of A. G. Peine. 

*Cowles Investment Trust. 

*Erie County Electric Co. 


Mr. COUZENS. Mr. President, I think I have now con- 
cluded the presentation of my objection to the type of ap- 
pointments that are being made in the Treasury Depart- 
ment, and I suggest the absence of a quorum. 

The PRESIDING OFFICER. The Senator from Michi- 
gan suggests the absence of a quorum. The clerk will call 
the roll. 

The legislative clerk called the roll, and the following 
Senators answered to their names: 


Bachman Clark King Murphy 
Barkley Connally Lewis Robinson, Ark. 
Black Couzens Lonergan Schall 
Bratton Fess Long Sheppard 
Brown Fletcher McCarran Steiwer 
Byrnes Gore McGill Thomas, Utah 
Capper Harrison Vandenberg 


CONGRESSIONAL RECORD—SENATE 


3339 


Mr, LEWIS. I desire to announce that the Senator from 
Nevada (Mr. Prrrman] has been necessarily absent from the 
Senate in attendance upon conferences at the White House 
and the State Department. 

The PRESIDING OFFICER. Twenty-eight Senators have 
answered to their names—not a quorum. 

ADJOURNMENT UNTIL MONDAY 


Mr. ROBINSON of Arkansas. Mr. President, I inquire 
what is the entry of record pertaining to the impeachment 
proceedings on Monday. What is the hour? 

The PRESIDING OFFICER. The Chair is informed that 
the hour is 12:30 o’clock. 

Mr. ROBINSON of Arkansas. That was my understand- 


As in legislative session, I move that the Senate adjourn 
until 12 o’clock noon on Monday. 

The motion was agreed to; and (at 6 o’clock and 40 min- 
utes p.m.) the Senate adjourned until Monday, May 15, 
1933, at 12 o’clock meridian. 


NOMINATIONS 
Executive nominations received by the Senate May 12 
(legislative day of May 1), 1933 
TREASURER OF THE UNITED STATES 
William Alexander Julian, of Ohio, to be Treasurer of the 
United States in place of Walter O. Woods, resigned. 
UNITED STATES District JUDGE 
HEARTSILL Racon, of Arkansas, to be United States district 
judge, western district of Arkansas, to succeed Frank A. 
Youmans, deceased. 
First JUDGE, CIRCUIT Court, FIRST CIRCUIT or HAWAN 
Norman D. Godbold, of Hawaii, to be first judge, Circuit 
Court, First Circuit of Hawaii, to succeed Alva E. Steadman, 
resigned. 
UNITED STATES ATTORNEY 
T. Hoyt Davis, of Georgia, to be United States attorney, 
middle district of Georgia, to succeed William A. Bootle, 
whose term expired January 30, 1933. 
CLERK OF THE UNITED STATES COURT FOR CHINA 
William Thomas Collins, of Missouri, to be clerk of the 
United States Court for China. 
COLLECTOR OF CUSTOMS 
J. Walter Doyle, of Honolulu, Hawaii, to be collector of 
customs for customs collection district no. 32, with head- 
quarters at Honolulu, Hawaii, in place of Mrs. Jeannette A. 
Hyde. 
PUBLIC HEALTH SERVICE 
The following-named surgeons to be senior surgeons in 
the Public Health Service, to rank as such from the dates 
set opposite their names: 
Lionel E. Hooper, May 14, 1933. 
Francis A. Carmelia, May 19, 1933. 
APPOINTMENTS, BY TRANSFER, IN THE REGULAR ARMY 
TO JUDGE ADVOCATE GENERAL’S DEPARTMENT 
Capt. Paul Shober Jones, Infantry (detailed in Judge Ad- 
vocate General’s Department), with rank from July 1, 1920. 
Capt. Eugene Ferry Smith, Infantry (detailed in Judge 
Advocate General’s Department), with rank from November 
9, 1928. 
TO QUARTERMASTER CORPS 
First Lt. George DeVere Barnes, Infantry, with rank 
from July 3, 1924, effective June 30, 1933. 


PROMOTIONS IN THE REGULAR ARMY 
To be captain 
First Lt. Michael Charles Grenata, Corps of Engineers, 
from May 6, 1933. 
To be first lieutenant 


Second Lt. Arthur Layton Cobb, Field Artillery, from May 
6, 1933. 
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MEDICAL CORPS 
To be lieutenant colonels 
Maj. Benjamin Beckham Warriner, Medical Corps, from 
May 8, 1933. 
Maj. William Dey Herbert, Medical Corps, from May 9, 
1933. 
DENTAL CORPS 
To be lieutenant colonels 
Maj. Eugene Milburn, Dental Corps, from May 5, 1933. 
Maj. Lowell B. Wright, Dental Corps, from May 6, 1933. 
Maj. Harry Morton Deiber, Dental Corps, from May 7, 
1933. 
Maj. James G. Morningstar, Dental Corps, from May 8, 
1933. 
CHAPLAIN 
To be chaplain with the rank of major 
Chaplain George Jefferson McMurry (captain), United 
States Army, from May 6, 1933. 


CONFIRMATION 
Executive nomination confirmed by the Senate May 12 
(legislative day of May 1), 1933 
UNITED STATES DISTRICT JUDGE 


HraRTSTLL Racon to be United States district judge western 
district of Arkansas, 


HOUSE OF REPRESENTATIVES 
FR DAV, MAy 12, 1933 


The House met at 11 o clock a. m., and was called to order 
by the Speaker. 

The Chaplain, Rev. James Shera Montgomery, D. D., 
offered the following prayer: 


Behold what manner of love the Father hath bestowed 
upon us that we should be called children of God! In Thy 
holy name we would draw apart this quiet moment and 
acknowledge Thy abounding mercy and find the kingdom of 
heaven which lies within us. We thank Thee, blessed Lord, 
that Thou dost measure Thy justice by love rather than Thy 
love by justice. As time passes on may we lay up for our- 
selves the rich treasures of friendships, of sweet experiences, 
and lasting affections; at the last they shall be our chief and 
abiding fruits of comfort and satisfaction. Each succeeding 
day, our Heavenly Father, let us see our whole duty, always 
standing for the rights, honors, and dignities of our fellow 
men, and in all things do justly, love mercy, and walk humbly 
with Thee. Amen. 


The Journal of the proceedings of yesterday was read and 
approved. 

MESSAGE FROM THE SENATE 

A message from the Senate, by Mr. Horne, its enrolling 
clerk, announced that the Senate had passed, with amend- 
ments, in which the concurrence of the House is requested, a 
bill of the House of the following title: 

H.R. 5390. An act making appropriations to supply defi- 
ciencies in certain appropriations for the fiscal year ending 
June 30, 1933, and prior fiscal years, to provide supplemental 
appropriations for the fiscal years ending June 30, 1933, and 
June 30, 1934, and for other purposes. 

The message also announced that the Senate had passed 
bills of the following titles, in which the concurrence of the 
House is requested: 

S. 1410. An act to amend section 207 of the Bank Con- 
servation Act, with respect to bank reorganizations; and 

S. 1582. An act to amend section 1025 of the Revised Stat- 
utes of the United States. 

OUR PROGRESS TOWARD ECONOMIC RECOVERY 

Mr. LUDLOW. Mr. Speaker, I had the privilege of being 
present at a banquet of the American Association of Adver- 
tising Agencies at the Mayflower Hotel in this city last night 
and listened to a splendid and inspiring address delivered 
over the radio from Pittsburgh by Hon, Henry T. RAINEY, 
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Speaker of this House. Mr. Razr had expected to be pres- 
ent in person, but was unavoidably detained at Pittsburgh. 
His address, which dealt with the progress of America to- 
ward recovery, is of great interest to the entire Nation, and 
I ask unanimous consent to have it printed in the CONGRES- 
SIONAL RECORD. 

The SPEAKER. Is there objection to the request of the 
gentleman from Indiana? 

There was no objection. 

Mr. LUDLOW. Mr. Speaker, I had the privilege of being 
present at a banquet of the American Association of Adver- 
tising Agencies at the Mayflower Hotel in this city last night 
and listened to a splendid and inspiring address delivered 
over the radio from Pittsburgh by Hon. Henry T. RAINEY, 
Speaker of this House. Mr. Rarney had expected to be pres- 
ent in person, but was unavoidably detained at Pittsburgh. 
His address, which dealt with the progress of America toward 
recovery, is of great interest to the entire Nation, and I ask 
unanimous consent to have it printed in the CONGRESSIONAL 
RECORD. 

The SPEAKER. Is there objection to the request of the 
gentleman from Indiana? 

There was no objection. 

The address is as follows: 


Mr. Toastmaster, ladies, and gentlemen, I regret exceedingly that 
I cannot personally be with you tonight, I have been engaged in 
a speaking tour covering three cities yesterday and today, making 
my dates by airplane. Today, however, I find myself stranded in 
Pittsburgh on account of the storm, and, therefore, I am compelled 
to resort to this method of keeping my Washington engagement. 
In this progressive era through which we are passing I find that 
the air lines are putting out of business the passenger trains, and 
then weather conditions, including what are technically called 
low ceilings, put the airplanes out of business, and I find myself 
tonight unable to get anywhere, but fortunately the radio fur- 
nishes a method of meeting this condition. Perhaps also my 
audience is fortunate. It will only be compelled to listen to me 
for 30 minutes of time; otherwise I might have spoken much 
longer. 

In its swing through the centuries this old world of ours has 
entered an era absolutely new; new conditions confront us every- 
where, and new methods must be discovered to meet the new 
economic problems which are now presented with such force. And 
that is what we are trying to do in Washington. On the 4th day 
of March the very structure of this Government of ours seemed to 
be in danger of collapse. We had entered upon a period of de- 
flation most destructive in its character. We had been told for a 
long period of time that prosperity was just around the corner”, 
and that the depression would end in 60 days, that brokers’ loans 
were not too high, and that it was all right to invest in foreign 
bonds, and this sort of advice continued even after the stock- 
market crash of the late months of 1929. From every direction 
came the noise of the crash of failing banks. The buying power 
of people had been in a large measure destroyed; industry, to an 
alarming extent, had ceased to operate; factories were closed; 
12,000,000 men walked the streets of our cities and roamed our 
countrysides out of employment; and the affairs of this great Gov- 
ernment were being permitted to drift upon the theory that there 
were certain economic laws which were as unchangeable as the 
laws of gravitation, and the thing to do, they said, was to let 
everything alone—not to attempt remedial measures but to wait 
until the processes of deflation were over, and then look forward 
at some indefinite future time for a recovery. 

I deny that there are economic laws as unchangeable as the 
laws of gravitation. I deny that we must permit the destruction 
of the accumulated capital of our citizens. This is a world of 
men and nations, and economic laws can be changed by man- 
made laws, and so we are forgetting now that such economists as 
Malthus, Ricardo, and Mills ever lived. At any rate we are disre- 
garding the things they taught. We decline to lie quietly down 
and permit the great juggernaut of destruction we have built up 
to roll over us and crush us. We are doing what we can to divert 
its course. Our constructive program of legislation will be com- 
pleted early in June, and Congress will adjourn and go home. 
Already you may notice the effect of what we are doing in rising 
prices of basic farm products; stocks which have a real value are 
already registering price increase in our markets; unemployment 
has perceptibly decreased. The great structure we are building 
has commenced to operate, but we must complete it all before 
we adjourn, and this Congress will not adjourn until our program 
of constructive legislation is finished. 

We are building a bridge over a chasm, and we have been 
pushed now to the very brink of that chasm. Every constructive 
piece of legislation is simply a section in the bridge we are build- 
ing, and we must complete the bridge—the bridge which leads 
from the uncertainties, and the depression, and the fear and 
suffering of the present time across the chasm to the land where 
we think the sun is still shining. 

Revenues from beer are already larger than we anticipated, 
and it is not too much to hope that from this source alone there 
will pour into the Treasury of the United States, during the next 
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fiscal year, $150,000,000. The induced revenue from related indus- 
tries started in motion from the manufacture of beer will soon be 
in evidence. The bottling industries of the country are running 
now with larger forces than they have employed for many months 
of time; industries which manufacture metal caps are running 
full blast throughout the country; industries which manufacture 
barrels are operating, some of them overtime. In the white oak 
forests of Arkansas, 7,000 sawmills now are operating, and 70,000 
men are working there, receiving an average of $8 per day. All 
through the length and breadth of the land people are regain- 
ing their courage; they are looking forward again hopefully to 
the future; confidence is being restored; fears of people are being 
dispelled, and back of the constructive leadership which comes 
now from the White House, Republicans and Democrats are march- 
ing hopefully shoulder to shoulder, looking again toward the 
sunrise. 

Our program of reconstruction will succeed; it must succeed. 
Back in their districts Members of Congress who support the ad- 
ministration program are being applauded. Scores of letters reach 
the desks of Congressmen and Senators each week urging them 
to support the program of the administration, 

A superman is in the White House—a man who fits into the 
emergencies of the present, an inspired leader. I often wonder 
at his powers of physical endurance. Those who work with him 
in this program, many of them are tired out, and only the en- 
thusiasm which comes from an inspired leadership keeps them 
moving onward discharging the tasks which are allotted to them. 

Fifty thousand young men taken from the ranks of the unem- 
ployed tm our great cities are now working in the great forest 
army that we are creating, not under military discipline but 
under the kind of discipline that develops them physically and 
brings back to them courage and self-respect. Every one of them is 
subject to discharge—discharge when he can get a better ob 
and the work they are doing is ad to the intrinsic value of 
our national forests. Soon a quarter of a million young men will 
be working in this great army. 

The Muscle Shoals project, upon which the Government has 
spent so many millions of dollars, has now been rescued from 
the Water Power Trust and will soon be in operation under Gov- 
ernment supervision. The entire Tennessee Valley will soon com- 
mence the development which has been planned for it, and this 
means additional employment for thousands of men. The farm 
relief bill, fixing living prices for farmers, will be in operation in 
a day or two under the direction of skilled economists, and in 
the immediate future we expect to restore the buying power of 
7,000,000 farmers and those who are directly dependent upon them 
in the villages throughout the rural sections of our country, and 
this means that we are the buying power of a fourth 
of our population, and in order to advance we must first of all 
restore buying power to the people of the United States. Farmers 
all need replacements, and restoration of their buying power 
will mean the employment of thousands of men in our factories, 
and the restoration of the buying power of those men will make 
possible the restoration of the buying power of still other thou- 
sands of men. Already the measure which provides for mortgage 
relief for farmers is about to operate. Moratoriums, payments of 
past-due interest and taxes, and lower interest rates are all pro- 
vided in this particular legislation. But while we are restoring 
economic conditions to normal we cannot afford to permit people 
to suffer, and a bill providing millions of dollars for direct relief 
for States will also soon be in operation. 

There will soon be in operation a program of public works 
amounting to $3,000,000,000. Work on roads, work on rivers and 
harbors, possibly also some naval construction, and probably some 
public buildings, requiring the kind of appropriation which is ex- 
pended in a major part in the wages we pay to men. The rail- 
road-relief bill will soon be in operation. The destructive parallel- 
ing of railroad lines will soon end. A proper movement of freight 
and passengers under the direction of a competent administrator 
will soon bring a much-needed measure of relief to the railroads 
of the country. 

We have put into the hands of the President the power to meet 
the economic war now being waged against us by foreign nations 
which has for its evident object the depreciation of the pound 
sterling in the 31 nations which have gone off the gold standard 
and the appreciation in value of our own dollar. The object of 
this economic war has become apparent. With the depreciated 
pound they can produce cheaper than we can, but they sell to us 
for gold. They are able with their cheaper production to get over 
our high tariff walls, and the gold they receive will be earmarked 
and held by them for exploitation. Our high tariffs and the re- 
taliatory tariffs, running always higher until recently, are com- 
pelling our capitalists to invest in branch plants abroad. They 
are becoming mechanized at our expense, and if their mechaniza- 
tion had reached the point they expected it to reach, it will be 
easy for them to call back the gold and to leave us with a minimum 
of that metal and reduce us to the position of a third- or fourth- 
class power, It has been said, and correctly said of us, that we 
never lose a war and we never win a convention. In the field of 
diplomacy we have always been defeated until 3 weeks ago, when 
the emissaries of foreign governments were on their way, there 
came the order embargoing gold and we went off the gold standard 
to the evident chagrin and discomfiture of our commercial com- 
petitors among the nations, and we have just passed a bill which 
places in the hands of the President of the United States a bat- 
tery or three great 16-inch guns and we have authorized him to 


fire one or all of them in the economic battle which is now on. ! Cole 
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He can reyalue the gold ounce. He can authorize the nations 
which owe us money to pay us a considerable part of what they 
owe us now in silver bullion which they can purchase at 50 cents 
an ounce, but when it gets here it becomes dollars. This is free 
coinage of silver to a limited extent, but I predict it will be 
popular if it is adopted and that it will not be long until we 
take decided steps in the direction of a free coinage of this metal 
at an appropriate ratio which may even eventually reach the 
historic ratio of 16 to 1, and we have authorized the President 
through the Reserve banks to issue bonds redeemable in currency 
which may reach the amount of $3,000,000,000. The revaluation 
of gold may mean that the debtor classes can pay their debts in 
the kind of dollars in contemplation when these debts accrued. 
In giving to the President these powers we will have provided relief 
for the debtor classes of the country, the kind of relief they were 
demanding and the kind of relief to which they are entitled. 

We will find early in the next fiscal year, I predict, that we have 
balanced our Budget, that we are no longer borrowing money in 
order to pay the running expenses of the Government. Better 
times are just ahead, but too much must not be expected too soon. 
Recovery from conditions which oppress us now will not be 
instantaneous; it will be gradual, but from now on every day will 
be a better day. When we have completed the bridge we are now 
constructing across the chasm which yawns ahead of. us, and when 
we have safely crossed, we may find ourselves entering with lighter 
hearts the new era which comes now to this old world of ours, and 
we may find ourselves standing on the very highlands of the 
morning, witnessing the dawning of a new day. Already there is 
appearing across the chasm and over the land to which we are 
journeying a rainbow of hope. In this brief address I have been 
able only to outline a part of the reconstruction program of the 
administration. 


INDEPENDENT OFFICES APPROPRIATION BILL 

The SPEAKER. The unfinished business is the passage of 
the bill H.R. 5389, the independent offices appropriation bill. 
The question is on the passage of the bill. 

The question was taken; and on a division (demanded by 
Mr. Wooprum) there were 87 ayes and 33 noes. 

Mr. WOODRUM. Mr. Speaker, I object to the vote on 
the ground that there is no quorum present. 

The SPEAKER. Evidently there is no quorum present. 
The roll call is automatic. The Doorkeeper will close the 
doors, the Sergeant at Arms will notify absent Members, 
and the Clerk will call the roll. 

The question was taken; and there were—ayes 250, nays 
117, not voting 65, as follows: 


[Roll No. 39] 
YEAS—250 

Adair Colmer Goodwin Lozier 
Adams Cooper, Tenn, Gray Ludlow 

Co! reen 00 
Arnold Cox Greenwood McClintic 
Ayres, Kans, Cravens Gregory McFarlane 
Bailey Crosby Griffin McGrath 
Beam Griswold McGugin 
Beiter Crowe Haines McKeown 
Berlin Crump Hamilton ian 
Biermann Cullen Hancock, N.C, McReynolds 
Biand Harter McSwain 
Blanton Darden Hastings Major 
Bloom Dear Henney Maloney, Conn, 

Deen Hildebrandt Maloney, La. 
Boland Delaney Hill, Ala. Mansfield 
Boylan DeRouen Hill, Knute Marland 
Brennan Dickinson Hill, Samuel B. Martin, Colo. 
Brown, Ky. Dies Ho Martin, Oreg. 
Brown, Mich. Dingell Huddleston May 
Browning Disney Imhoff Mead 
Brunner Dobbins Jacobsen Meeks 
Buchanan Dockweiler Jeffers Miller 
Buck Doughton Jenckes Milligan 
Bulwinkle Drewry Johnson, Okla, Montet 
Burch Duncan, Mo Johnson, Tex. Moran 
Burke, Calif. Durgan, Ind. Johnson, W.Va. Morehead 
Burke, Nebr. Eagle Jones Musselwhite 
Byrns Eicher Kee Nesbit 
Cady Ellzey, Miss. Keller Norton 
Caldwell Faddis Kenney O'Connell 
Cannon, Mo. Farley Kerr O'Connor 
Carden Fernandez Kleberg O'Malley 
Carley Fitzgibbons Kloeb Oliver, Ala. 
Carpenter, Kans. Fitzpatrick Kniffin Oliver, N.Y, 
Cartwright Fi Kocialkowski Owen 
Cary Fletcher Kopplemann Parker, Ga. 
Castellow Ford er Parks 
Celler Frear Lambeth Parsons 
Chapman Fuller Lanham Fatman 
Christianson Fulmer Larrabee Peterson 
Church Gambrill Lea, Calif, Pettengill 
Clark, N.C. Gasque Lehr Peyser 
Cochran, Gavagan Pierce 
Coffin Gillespie Lewis, Colo. Pou 
Colden Gillette Lindsay Prall 

Glover Lloyd Ragon 


Ramsay Sandlin Sutphin Wearin 

Schaefer Swank Weaver 
Randolph Schulte Tarver Weideman 

Scrugham Taylor, Colo. Werner 
Rayburn Sears Taylor, S. O. West, Ohio 
Reilly Secrest Terrell West, Tex. 
Richards Shallenberger Thom White 
Richardson Simpson Thomason, Tex. Whittington 
Robertson Sirovich Thompson, Ul. Wilcox 
Robinson n Turner Willford 
Rogers, N.H. Smith, Wash, Umstead Wilson 
Rogers, Okla. Snyder Utterback Wood, Ga. 
Rudd Spence Vinson, Ga. Woodrum 
Rufin Steagall Vinson, Ky, Young 
Sabath Strong, Tex. Wallgren The Speaker 
Sadowski Stubbs Walter 
Sanders Studley Warren 

NAYS—117 

Alien De Priest Johnson, Minn, Rogers. Mass. 
Andrew. Mass Dirksen Kahn Seger 
Andrews, N.Y. Ditter Kelly, Pa. Sinclair 
Arens Dondero Kinzer Smith, Va. 
Ayers, Mont. Douglass Knutson Stalker 

Dowell Kvale Stokes 
Bacon Dunn Lambertson Strong, Pa. 
Bakewell Eaton Lemke ey 
Beedy Edmonds Lewis, Md. Swick 
Blanchard Eltse, Calif. Luce Taber 
Boileau Englebright Lundeen Taylor, Tenn 
Bolton Evans McCormack Thurston 
Britten Focht McLean 
Brumm Foss Mapes Tobey 
Burnham Gibson Martin, Mass. Traeger 
Carpenter, Nebr. Gilchrist Merritt Treadway 
Carter, Goldsborough Millard Turpin 
Carter, Wyo. Granfield Monaghan Watson 
Cavicchia Guyer Mott Welch 
Chase Muldowney Whitley 
Cochran, Pa. Murdock Wiggi 
Collins, Calif Healey P: Withrow 
Collins, Miss. Hess Parker, N.Y. Wolcott 
Condon Peavey Wolfenden 
Connery Hollister Perkins Wolverton 
Connolly Holmes Polk Wood, Mo. 
Crosser Hooper Powers Zioncheck 
Crowther Hope Ransley 
Culkin James Reece 
Darrow Jenkins Rich 

NOT VOTING—65 

Abernethy Doxey Kennedy, N.Y. Schuetz 
Almon Driver Kurtz n 
Auf der Heide Duffey Lamneck 
Bankhead Fi Lanzetta Smith, W.Va. 
Beck Fish Lee, Mo. 
Black Foulkes Lehlbach Somers, N.Y. 
Brand Gifford Sullivan 
Brooks Goss McFadden Sumners, Tex. 
Buckbee Harlan McLeod 
Busby Hart Marshall Underwood 
Cannon, Wis. Hi Mitchell adswo! 
Chavez Hoidale Montague Waldron 
Claiborne Hornor Moynihan Williams 
Clarke, N.Y. Hughes O’Brien Woodruff 
Cooper, Ohio Kelly, 11 Reed, N.Y 
Dickstein Kemp Reid, III 
Doutrich Kennedy, Md Romjue 


The Clerk called the name of Mr. Ramey, and he an- 
swered “aye” as above recorded. 

The following pairs were announced: 

On the vote: 


Hoidale (for) with Mr. Kurtz (against). 
McDuffie (for) with Mr. Doutrich (against). 
Bankhead (for) with Mr. Wadsworth (against). 
Auf der Heide (for) with Mr. Goss (against). 
Dickstein (for) with Mr. Lehlbach (against). 
Claiborne (for) with Mr. Gifford (against). 
Driver (for) with Mr. Somers, N.Y. (against). 
Kemp (for) with Mr. Waldron darse 
Kennedy, N.Y. (for) with Mr. Marshal! (against). 
Sullivan (for) with Mr. Morana (against). 
Williams (for) with Mr. Higgins ( ). 
Cannon, Wis. (for) with Mr. Beck (against). 
Kennedy, Md. (for) with Mr. Reid, Ul. (against). 

Smith, W.Va. (for) with Mr. Woodruff (against). 
Almon (for) with Mr. McLeod (against). 


Until further notice: 


Black with Mr. Snell. 

Schuetz with Mr. Euckbee. 
Kelly, Ill., with Mr. Fish. 
Lanzetta with Mr. Cooper, Ohio, 
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with Mr. Clarke, N X. 
Lee, Mo., with Mr. Shoemaker. 
Sumners, Tex., with Mr. Romjue. 
Busby with Mr, Hart. 
Mitchell with Mr. Foulkes, 
Chavez with Mr. Doxey. 
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Mr. CULLEN. Mr. Speaker, I am requested to make the 
following announcements. The following Members were un- 
avoidably absent, but if present would vote “aye”: Mr. 
WILLIAMS, Mr. Daiver—— 

Mr. PARKER of Georgia. Mr. Speaker, is it permissible 
under the rule for a gentleman to make an announcement of 
that kind? 

The SPEAKER. It requires unanimous consent. 

Mr. PARKER of Georgia. Then I object. 

Mr. CULLEN. Mr. Speaker, I had the floor and had 
started to announce the names. 

Mr. PARKER of Georgia. I think if a Member of the 
House desires to be recorded he should be here and vote. 

Mr. CULLEN. If the gentleman will yield, these men 
are not able to be present; they are ill. If they were not ill, 
they would be here. 

Mr. PARKER of Georgia. If these Members have com- 
municated with the gentleman from New York and made 
known to him that they cannot be present and how they 
would vote if present, and if the gentleman will state that 
on his own responsibility, I will not object. I do seriously 
object to the gentleman from New York or any other Mem- 
ber calling the roll of absent Democratic Members of the 
House and stating how they would vote on certain legisla- 
tion if present when the announcer does not have personal 
knowledge that his statements are correct in fact and that 
he has been authorized to make them. 

Mr. CULLEN. I so state. I take the responsibility on 
my 5 that they have communicated with me in that 
regar 

Mr, PARKER of Georgia. I withdraw my objection. 

Mr. CULLEN. I now state that the following Members, 
if present, would vote “aye”: Mr. Truax, Mr. FresincEr, 
Mr. Lamneck, Mr. Durry, Mr. HARLAN, Mr. UNDERWOOD, 
Mr. Hornor, Mr. Brooxs, Mr. Brann, and Mr. MONTAGUE. 

Mr. ELLZEY of Mississippi. Mr. Speaker, my colleague, 
Mr. Doxey, of Mississippi, is unavoidably detained, having 
been called to one of the departments for a very important 
conference. If present, he would vote “aye.” 

The result of the vote was announced as above recorded. 

On motion of Mr. Wooprum, a motion to reconsider the 
vote whereby the bill was passed was laid on the table. 

Mr. WOODRUM. Mr. Speaker, I ask unanimous consent 
that all Members of the House may have 5 legislative days 
within which to extend their own remarks in the RECORD on 
the independent offices appropriation bill. 

The SPEAKER. Is there objection? 

There was no objection. 

Mr. WOODRUM. Mr. Speaker, I ask unanimous consent 
that the clerk to the Committee on Appropriations be per- 
mitted to correct the totals and the section numbers in the 
bill. 

The SPEAKER. Is there objection? 

There was no objection. 

Mr. CARPENTER of Nebraska. Mr. Speaker, before be- 
coming a Member of this body I conducted a campaign in 
which I set forth certain declarations of what my policy 
would be if elected. No doubt every Member here did the 
same thing. No one is more interested in governmental 
economy than I am, but I think Congress has erred many 
times in its definition of economy. More than that, I think 
a great number of the Members have either forgotten or 
ignored their campaign pledges. 

The cost of Federal Government is borne largely by the 
rich. Income taxes, tariff duties, internal revenues, and 
other taxes, collected from large corporations and from 
wealthy individuals, are used entirely for Federal Govern- 
ment expenditures. Now, these taxes and revenues are not 
borne directly by the people of my district in Nebraska, nor 
are Federal taxes an immediate problem out there. The 
pressure from local taxes, however, is particularly acute, 
and the burden of high interest on money they owe is heavy. 
Of course, the Federal Government cannot reduce local 
taxes; and the passage of the farm mortgage bill should 
relieve the interest burden to some extent. Also, the infla- 
tionary measures adopted by this body should raise the price 
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of farm commodities. Thus, insofar as these measures go, 
this Congress has materially assisted the people of the State 
of Nebraska. 

But there is another problem confronting many indi- 
viduals in my district, and this Congress has not only failed 
to help these men but it has actually hurt them. I am 
referring to the veterans of the World War and the Spanish 
War. I do not come here to shed tears about those who 
gave their all on the battlefields”, and grow maudlin in 
anguish as I pay tribute to those “defenders of the flag.” 
There have been too many such speeches made here en- 
tirely for effect and not from sincerity of heart or purpose. 
Nor am I here to plead for continued pensions and benefits 
for those who were not injured in service and who are not 
entitled to Government help. 

There are thousands of disabled and deserving veterans 
in Nebraska, and all of them have been hard hit by the 
drastic cuts in benefits. There is a regional office at Lin- 
coln where these veterans may appeal for aid, and I want 
that office continued. I think the veterans of my State are 
entitled to it. There has been money appropriated by this 
Congress for almost every purpose known to politicians. 
We have appropriated here $50,000 to dig up bones of 
prehistoric animals. Sometime ago Congress voted $3,000,- 
000 to eradicate the fruit fly from the orange groves of 
Florida. Another Congress spent $5,000 to hang Cal Cool- 
idge’s picture in a gallery. There is not enough money ap- 
propriated in this bill, however, to carry on the work of this 
regional office in Nebraska and of similar offices in other 
parts of the United States. 

We have taken pensions and benefits away from the vet- 
erans in the name of economy, but we have not provided 
jobs for them. It is an economic error to reduce wages and 
disability allowances before bringing a restoration of em- 
ployment or opportunity otherwise to provide jobs and wages 
for these men. Now, I ask you why we should continue to 
advance economy at the expense of the ex-soldiers. Why 
should we take more crutches away from disabled and 
crippled veterans? 

We have reduced wages affecting the little man. We have 
taken away pensions from veterans and their dependents. 
We have been trying to balance the Budget by taking all 
we can from the little man. Why have we not thought of 
taking something from the rich? When wages were reduced 
15 percent, why did we not reduce the rate of interest we 
are paying the rich men who hold Government bonds? 
But instead of that we issued more bonds for the wealthy 
to buy and hold and collect interest thereon. If we are 
going to take all we can from the poor man and the veteran, 
let us take also from those who have the money. I have 
advocated that we issue ten billions of currency and pay 
it to the holders of callable Government bonds now drawing 
interest. The Government is back of both currency and 
bonds. Both are equally good, except that currency draws 
no interest while bonds continue to enrich those already 
wealthy. If we saved this interest on bond issues, we would 
not have to balance the Budget at the expense of the 
veteran. 

Money paid to veterans of Nebraska is money collected 
by the Federal Government principally from the rich. That 
is why the big interests are opposed to any assistance being 
given to ex-soldiers. When money is paid to Nebraska vet- 
erans or Michigan veterans it helps the State. By cutting 
down benefits to veterans the Government has actually hurt 
business in Nebraska. It is universally agreed that the de- 
pression is being prolonged by a continued failure to im- 
prove the buying power of the people. We cannot come out 
of the depression by taking money from veterans and their 
families. Rather, I think, the full payment of the adjusted- 
compensation certificates should be one of the greatest 
things that could be done now to bring a new prosperity. 

Destruction of buying power of the masses has wrought 
havoc to Nebraska farmers. Lowering wages and cutting 
veterans’ compensations mean that those people cannot buy 
products from Nebraska farms. We are working backwards 
on this thing, gentlemen. We are not improving conditions 
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by stripping the veteran of his pittance and then giving it 
to big business, If the Government has money for railroads, 
for banks, for insurance companies, and for everything else 
in the world of big business, it has money to send to the 
needy veterans of the State of Nebraska or anywhere else. 

Let us not be false to our promises. We have double- 
crossed the veterans long enough this session. We have 
thrown out all presumptive tuberculosis cases, we have dis- 
credited nervous cases, and we have made it almost necessary 
for a veteran to bring eyewitnesses to prove that he ever saw 
service. Gentlemen, no one can say what the after-effects of 
poison gas and shell shock may be. Medical science cannot 
say how long after a war is over the damage of shock 
is no longer felt on the nervous system. Spanish War vet- 
erans, whose records are lost or misplaced, can no longer 
expect any mercy from the Government it once defended. 
You know and I know that many deserving men are not 
going to get even a hearing on their cases. But Congress 
can go back and say that it has been “ saving money.” 

Let us have economy, but let us not take everything from 
the common classes and let the wealthy retain their riches. 
Their laps are still full of luxury and their incomes are un- 
touched. If we are going to take the livelihood from the 
small man, for God’s sake let us take from the rich man as 
well. Let us keep our campaign pledges. We were elected 
by the common people, among whom are the veterans of all 
wars—for it is always the common people who fight on the 
field of battle when there is a war. We should legislate for 
the common people and not for the rich. 

Mr. Speaker, in my opinion the Veterans’ Administration 
will be curtailed entirely too much by this bill, the so-called 
“independent offices bill.” I am opposed to its passage. I 
want the veterans of my State to have regional offices, so 
they can appeal their claims, and there is not enough money 
appropriated for it in this bill. I am for economy, but a 
dollar is less valuable in my sight than the health and wel- 
fare of the ex-soldier. 

Mr. RANDOLPH. Mr. Speaker, I am whole-heartedly in 
favor of balancing the Budget. I believe that our national 
credit must be maintained, else all veterans’ compensation, 
all regional offices, all hospitalization will be but the details 
of a story of national disaster. But is it necessary to abolish 
the regional offices to maintain the credit of the United 
States? Let us take all of the pathos out of this discussion 
and look at the problem as it actually exists before us in 
concrete form. 

Everyone knows that into the administration of the com- 
pensation and pension laws entered graft and fraud. Case 
after case could be cited of fingers shot off, toes injured, 
minor difficulties and diseases construed into war-time 
and peace-time disabilities ”, entitling the possessor of such 
troubles to compensation from the Government. Indeed, a 
member of the present bonus army encamping on a vacant 
lot back of the House Office Building voluntarily told me 
today in my office of several cases of the grossest frauds of 
this kind. I know myself of a practicing attorney at law, 
making far more money than the average attorney today, 
who was drawing compensation of this character just a few 
weeks ago. But, Mr. Speaker, in our enthusiasm to purge 
ourselves of frauds and deceits let us not in turn become op- 
pressors of the honest veteran who is fairly entitled to care 
by his Government, for whom he made needed sacrifice, 

In my own district in West Virginia veterans residing in 
the three eastern counties of the State are within the radius 
of the Washington office. It takes only 2 hours to travel to 
Washington and in 1 day the examination by the Veterans’ 
Administration and the trip to and from this city is history. 
Veterans residing in other counties of my district must ap- 
ply for compensation through the regional office located at 
Charleston, W.Va. Even then from most parts of my dis- 
trict the Washington office is as easily accessible as the 
Charleston office. Therefore, my own district would not be 
greatly affected by the abolishment of the Charleston office 
and the handling of all claims through the Washington 
Office. Yet, Mr. Speaker, I am enthusiastically in favor of 
the McCormack amendment. A rate table furnished by 
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any one of the trunk-line railroads will at a glance reveal 
the hardship which would be worked upon the thousands of 
honest veterans in all parts of the country who, in many 
cases, have little enough money for food—far less money 
for traveling to Washington for examination and presen- 
tation of their claims. 

It is the least we can do to furnish the truly sick and 
disabled veteran an opportunity to prove his claim close to 
home. If the particular claim be false, diligent examining 
officials may protect the United States Treasury; but at least 
let us give him his day in court. Let us not add to the 
despairing outlook of the unemployed veteran the hopeless- 
ness of spirit of the thwarted sick veteran. 

On April 27 I wrote to the White House the following: 

While I voted for the Economy Act in the interest of the Ameri- 
can people as a whole, I do not believe it is necessary to work 
such a hardship upon the veterans by taking away from them 
these regional offices. It is impossible for the majority of the 
veterans to travel to Washington on matters pertaining to their 
disability, etc., and consequently many worthy cases will be 
neglected. 

I am glad of an opportunity to speak in behalf of the 
McCormack amendment, and I am glad that President 
Roosevelt has called for a liberalization of veterans’ admin- 
istration. I voted for the Economy Act when it was before 
the House of Representatives. It was an act to maintain 
the credit of the United States. It was necessary to the 
elimination of fraudulent drains on our Treasury: It was 
necessary to the balancing of the Budget and the restoration 
of confidence. 

As President Roosevelt said in his message to Congress, in 
order to remedy the grave situation facing the country at 
that time it was necessary for that legislation to go into 
effect at once. The President asked for delegation of au- 
thority to himself to effect economies “in justice to all” 
and “with sympathy for those who were in need.” I felt 
that he would be sympathetic to the veterans. I feel now 
that I did not misplace my trust nor did the American peo- 
ple misplace their trust in delegating such authority to him. 

If the measures inaugurated by the President and this 
Congress in the last few months result in restored confi- 
dence, in better business conditions, in lessening of unem- 
ployment, they will more effectively alleviate the veterans’ 
distress than all of the allowances ever made in the form 
of disability claims. In the midst of this business revival the 
honest disabled veteran asks for retention of the regional 
offices. He does not ask for approval of his claim without 
investigation. He asks only for the right to a prompt and 
sympathetic hearing. Because of his lack of money or un- 
employment he cannot come to Washington, and to abolish 
his nearest regional office is, therefore, to deny him a right 
to such hearing. The $8,000,000 needed for maintenance of 
these offices is a small sum to pay for the confidence of 
thousands of citizens in our Government, because we have 
provided a court in which they may present their claims. 


CONTESTED-ELECTION CASE—BOWLES V. DINGELL 


The SPEAKER laid before the House the following com- 
munication, which, with the accompanying papers, was re- 
ferred to the Committee on Elections No. 3: 


Wasuincton, D.C, May 9, 1933. 
Hon. Henry T. RAINEY, 
Speaker of the House of Representatives, 
Washington, D.C. 
My Dran Mr. SPEAKER: There is herewith transmitted petition 
and accompanying letter relating to the election in the Fifteenth 
onal District of the State of Michigan, held on the 8th 
day of November 1932, for the election of a Representative in 
from that district. 
Very truly yours, 


Sourn TRIMBLE, 
Clerk of the House of Representatives. 


COMMITTEE TO VISIT PHILIPPINE ISLANDS 


The SPEAKER also laid before the House the following 
communication: 


Hon. Henry T. RAINEY, 
Speaker House of Representatives, 
Washington, D.C, 
My Dran Ma. SPEAKER: On April 29 Senator Quezon, Senator 
Osmena, and Speaker Roxas, of the Philippine Legislative Mis- 


May 10, 1933. 


CONGRESSIONAL RECORD—HOUSE 


May 12 


sion, directed a letter to the Vice President requesting that a 

committee of Congress visit the Philippines soon after the Philip- 

pine Legislature has acted upon the Philippine Independence Act, 
which will be submitted to it at its next regular session in July. 

I join in this suggestion, believing that such a visit would be 
mutually beneficial to the Philippines and the United States. 

There is herewith transmitted a copy of the letter to the Vice 
President, which I respectfully request be laid before the House. 

Very sincerely yours, 

PEDRO GUEVARA, 


SOME PROBLEMS OF TRANSPORTATION 


Mr, RAYBURN. Mr. Speaker, I ask unanimous consent 
to extend my remarks in the Recorp by placing therein 
some remarks made by myself to the transportation divi- 
sion of the United States Chamber of Commerce, which met 
in Washington a few days ago. 

The SPEAKER. Is there objection? 

There was no objection. 

Mr. RAYBURN. Mr. Speaker, with progress in invention, 
first one form of transportation and then another appears 
to be most important. At present, the railroad is the domi- 
nant mode. When we inquire as to the relative importance 
of one agency as compared with others, the answer depends 
upon the basis for the comparison. 

If present capital investment be the basis, the railroad 
represents the largest investment. The highways, though, 
are rapidly approaching the railroads in that regard, and 
within a few years will, no doubt, represent a larger sum of 
capital. In the amount of freight carried the railroad is of 
transcendent importance. The ton-miles by rail are about 
three times the ton-miles by inland waterways. No com- 
petitor of the railroad for tonnage shows a definite and 
steady increase except the trucks. If the basis for compari- 
son be the number of passengers carried, then the privately 
owned motor car is far and away in the lead. If the number 
of people to whom employment is furnished be taken as a 
basis for comparison, then motor vehicles are more than 
twice as important as their nearest competitor, the railroads, 
The railroads formerly gave employment to about 2,000,000 
people. Today they employ approximately 1,000,000. Motor 
transportation furnishes employment for about two and 
one half million. 

These illustrations are sufficient to indicate that the Amer- 
ican people are not definitely committed to any one particu- 
lar vehicle, but prefer to choose the vehicle best suited to 
the needs of the moment. Obviously there is a demand for 
pipe lines or they would not be operated profitably, as they 
are. There is a demand for water transportation for cer- 
tain types of commodities, a promise of permanent accepted 
service by the airways, and great demand for railway and 
motor services. 

When the railroad first appeared its use was resisted by 
the owners of steamboats on the rivers, by those interested 
in canals and toll roads. During the course of two genera- 
tions the railroad almost achieved a monopoly in transpor- 
tation. When the railroad was struggling, novel, and still in 
the experimental stage of its development, it received large 
subsidies from the Government and all manner of encour- 
agement, because it was recognized as a competitor of the 
steamboat, the canal boat, the stagecoach, and the freight 
wagons on the highways. When it was seen that the rail- 
Toad was about to achieve a monopoly by reason of its advan- 
tages the subsidies were withdrawn and the people, through 
their State and Federal Governments, set up regulatory ma- 
chinery as a protection against a monopoly. The people 
have never been quite satisfied that they could get as good 
results from a regulated monopoly as they could under com- 
petitive conditions. For that reason the American people 
have encouraged the waterways and have welcomed the de- 
velopment of motor transportation as a competitor of the 
railroads. A proposal to put all of these means of trans- 
portation under one company leaves the average American 
citizen cold, because he sees in such a proposal the substitu- 
tion of monopoly for competitive conditions. 

At present there are two trends in public opinion, as 
public opinion registers before congressional committees. 
One trend is toward further regulation and the inclusion of 
all means of transportation within the jurisdiction which 
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Congress would exercise over transportation. Those making 
this contention claim that it is unfair to subject the rail- 
roads to strict regulation and leave the competitors of the 
railroads with less regulation. The other trend is toward 
less regulation of the railroads and is opposed to the exercise 
of Federal control over the newer modes of transportation. 

Those in line with this trend oppose the exercise of Fed- 
eral control of interstate commerce by motor bus or by 
airway and favor the repeal of some of the regulation now 
exercised by the Interstate Commerce Commission on the 
theory that the railroad has now ceased to have a monopoly, 
and that no agency at present promises to achieve a monop- 
oly, and that the results of competition between the different 
means of transportation will give to the public benefits 
which are fully as acceptable, if not more so, than would 
follow from regulation. Opinion has not yet fully crystal- 
lized, the country has not yet made up its mind which of 
these alternatives to choose. In the meantime there are 
those who are earnest in their endeavors to make up the 
mind of the country. For example, a certain group of se- 
curity owners have been quite active in arguing for a further 
extension of the powers of the Federal Government, for con- 
solidations, and for the so-called “ coordination of the agen- 
cies of transportation.” I gather that what they mean by 
coordination is to place the different agencies of transporta- 
tion in the hands of a single corporation. That particular 
group seems to think that such a corporation should be 
either a railroad company or a company dominated by rail- 
way interests. 

If all possible inventions could be made at once and the 
practical and desirable ones could be wisely selected, society 
might become static and the risks incident to investing 
money might be reduced to a minimum. It appears that 
human beings take their time about making discoveries and 
when they are made it is frequently without warning to 
those who would be most affected. Consequently, there are 
inevitable risks in putting money into fixed capital designed 
to bring to people the benefits of a newly discovered and 
economical device. The greatest risk is that something 
more economical and more generally acceptable may be 
found out. Within a hundred years the owners of turnpikes 
charging tolls have lost their investments. Canals have be- 
come largely obsolete. Electric interurbans brought great 
wealth to stockholders, and within the past few years have 
been unable to meet interest on their fixed charges. The 
owners of livery stables have had to go out of business. The 
wagon yard has been replaced by the garage. Now the rail- 
roads manifest some signs of incipient obsolescence, and the 
owners of junior securities and of first mortgages on some 
lines from which the traffic has flown are tactfully suggest- 
ing that Government ownership of railroads may be the way 
out. 

In this discussion over the form that regulation should 
take, whether it shall be more or less, we are being con- 
stantly reminded of the numerous agencies for regulating 
transportation that have been set up by Congress in addi- 
tion to the State regulatory bodies. It is pointed out that 
the Interstate Commerce Commission exercises jurisdiction 
over the railroads, express service, pipe lines, and some- 
what over inland waterways, while the Bureau of Public 
Roads over in the Department of Agriculture was called 
upon to look after the highways, largely in a promotional 
way. When we turn to waterways and shipping, in addi- 
tion to some jurisdiction of the Interstate Commerce Com- 
mission, we have other jurisdiction exercised by the Corps 
of Engineers of the War Department and the Bureau of 
Lighthouses and the Bureau of Navigation and Steamboat 
Inspection in the Department of Commerce. The Panama 
Canal is looked after by the President of the United States. 
The harbors are regulated by the War Department, the De- 
partment of Commerce, and the Coast Guard of the Treas- 
ury Department. Our inland, coastwise, and intercoastal 
shipping is fostered by the Department of Commerce, the 
Treasury Department, and the Shipping Board. And, 
finally, the Mississippi River Barge System has been com- 
mitted to the Inland Waterways Corporation, located in the 
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War Department. The youngest and most spectacular 
means of transportation, the airways, are encouraged and 
permitted by the Aeronautics Branch in the Department of 
Commerce, and occasionally have their wrists slapped by 
the Post Office Department. 

Those who believe that the hope of the railroads is to 
regulate everything else with equal severity point to all these 
promotional and regulatory activities of Congress in the field 
of transportation and demand that there be substituted 
therefor one dominant board or commission which will swing 
the big stick of Federal authority as heavily against the in- 
fant airways as against the giant railways, as lustily on the 
old and limping water transport as on the new and bump- 
tious motor transport. They call for what they describe as a 
national system of transportation, under the firm guidance 
of the Congress and with the inference that all would then 
be lovely for investors. The other group who want less of 
Federal regulation point to these varied promotional and 
regulatory activities of the Congress and say that the 
changes that should be made are to lessen the authority of 
some of the commissions and perhaps to abolish some of 
the activities merely leaving sufficient control to make com- 
petition fair and to prevent its becoming unduly destructive. 
It will perhaps be a long time before we settle down in this 
country to one unchanging method of promoting and regu- 
lating transportation. So long as there are novel, new, and 
promising modes, there will be subsidies and encouragement 
by the Government. So long as there are threats of mo- 
nopoly and the exercise of power by corporations analogous 
to that of the Government itself, there will be a public fear 
of such companies and a demand that they be restrained by 
Federal authority. So long as there are some modes like 
the railways, devoted almost entirely to interstate com- 
merce, their regulation will, in a large measure, be by the 
Federal Government. So long as there are other modes, 
which, like the motor vehicle until recently, are largely in- 
trastate, insofar as corporate activity is concerned, their 
regulation will be left in the main to the wisdom of the leg- 
islatures in the respective States. So long as there are 
invention, progress, and change, there will be hazards in 
making investments and losses through obsolescence. So 
long as there are shippers, security owners, and employees, 
their respective interest will from time to time appear to be 
in conflict and the Government will have to provide ma- 
chinery for arbitration and procedure for orderly adjust- 
ment of their differences. Whether the action be by the 
State or the Federal Government will depend upon the char- 
acter of the difficulty, 

The present plight of the railroads is due only in part to 
the appearance of the new and competing forms of trans- 
port. The railroads have one thing to sell, and that is 
transportation. It matters not how much the people want 
to buy this commodity; they are unable to do it. The great- 
est immediate difficulty has been the present financial de- 
pression. That is more serious than it first appeared, be- 
cause it has turned out to be the result of a mistaken policy 
on the part of our Government. Unwise tariff laws, com- 
plete neglect of markets for agricultural products, a de- 
liberate and conscious diversion of the savings of the people 
into expanding industrial plants for foreign markets which 
were artificially created by lending our people’s money 
abroad—all has resulted in a dislocation of the factors of 
production in this country, which will require time to read- 
just. As a consequence, carloadings in the railroads are the 
lowest in many years. Farmers are getting only 7 percent 
of the value of the national income instead of 15 percent of 
a few years ago, though they are producing about the same 
quantity of goods as ever before. That has destroyed their 
purchasing power to such an extent that many of our fac- 
tories haye had to close down. For example, manufacturers 
of farm machinery have been running in recent months 
only 15 percent normal capacity. With more wisdom in 
national affairs, the railroads will find themselves with 
increasing business. 

It is not sufficient for the Government merely to lend 
money to the railroads. The taxpayers in this country can- 
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not be expected indefinitely to carry the deficits of those 
corporations. Yet to permit the railroads to go into re- 
ceiverships will affect the insurance companies and the 
savings banks to such an extent as to bring to our country 
a major disaster. 

The mere lending of money by the Government is a pal- 
liative; it is treating the symptoms. Something more fun- 
damental must be done. 

We must win back our foreign markets for agricultural 
products, and readjust our production and distribution on 
a basis which will enable our manufacturers and farmers 
to prosper together. Second, in regulating the means of 
interstate commerce we must recognize that the railroads 
have ceased to have a monopoly in transportation. Our 
interest in wage earners must include those who work in 
the new and competing agencies of transport. As a Gov- 
ernment, we must not limit our interest in the workers to 
any one group. We must insist upon reasonable hours, 
decent working conditions, devices for safety of person, and 
fair wages for workers in the new and developing lines, of 
transportation along with those on the railroads. Our views 
as to consolidation will have to be revised in the light of 
changed conditions. The weak lines of railroad which we 
hoped to save through consolidating them with strong lines 
under the act of 1920 have in many instances already been 
scrapped. In some instances the consolidations which we 
desired have been effected. In many other cases a hard- 
surface road with trucks and busses has reached out to the 
communities which 10 or 12 years ago were wholly depend- 
ent upon a weak railroad. The consolidations should not 
merely call for preserving service on weak railroads, but 
should enable the transportation companies to experiment 
in coordinating the various agencies of transportation so 
as to sell the shippers and passengers the transportation 
they want at the time they want it at the lowest rate which 
would be fair to all interests. That does not mean that the 
railroads should be given a monopoly of transportation with 
a view to strangling the new and competing forms. 

The holding company, properly regulated, will be a device 
for effecting such experimentation until its success is demon- 
trated, when complete amalgamation and- consolidation 
would logically follow. The holding company, heretofore, has 
been used not only for such purposes, but we have found 
upon inquiry that it has also been utilized to get around the 
law, to inflate capitalization, and to thwart the policies of 
the Government. The people of this country want such 
abuses stopped and they want the opportunity for irrespon- 
sible exploitation to be taken away from men who think 
more of their own power than they do of the public welfare. 

Now for some things which I think should be done—the 
Committee on Interstate and Foreign Commerce has reported 
a bill to regulate railroad holding companies. It is now on 
the calendar of the House of Representatives, and it is my 
expectation that this bill will pass during this session. When 
Congress permitted railroads to consolidate with the ap- 
proval of the Interstate Commerce Commission it was not 
contemplated that one financial interest should acquire two 
or more railroads through the device of a holding company 
without saying anything to the Interstate Commerce Com- 
mission about it. To permit that sort of thing is to render 
ineffective the attempt of Congress to regulate the consolida- 
tion of railroads in the public interest. The railroad holding 
company bill is designed to correct this evil and to force 
holding companies that own two or more railroad companies 
to make public through the Interstate Commerce Commis- 
sion their accounts and to get the authorization of the 
Commission before they issue securities based on their 
ownership of railroads. 

When we looked upon the railroads as complete monopo- 
lies, we understood that rates which would be reasonable for 
all of them would permit some of them to make more than a 
reasonable return. Congress therefore provided for recap- 
ture of what were termed “excess earnings.” This money, 
as received, was to be loaned to the weaker railroads. This 
provision has become obsolete: First, because the railroads 
are no longer in the position of complete monopoly; second, 
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because experience has shown that the Interstate Commerce 
Commission, with all the moneys and facilities furnished by 
Congress, cannot evaluate the railroads, compute the earn- 
ings, and collect the excess within a reasonable time. Again, 
the recapture of these earnings which were enjoyed before 
1929 by particular railroads, if enforced, would put most of 
such roads into receivership. The Government of the United 
States is loaning large sums of money to some of these very 
roads or affiliated systems to keep them out of bankruptcy. 
Would not it be the height of folly to loan them money from 
the Treasury of the United States to prevent bankruptcy and 
then to ask the Attorney General to institute legal pro- 
ceedings based upon earnings for a particular year before 
1929 which would result in receivership, if the Attorney 
General should succeed in his effort? 

I am therefore in favor of repealing the recapture pro- 
vision of section 15 (a) of the act of 1920, and a revision of 
the rate-making section thereof. Recapture can be accom- 
plished only after long, bitter, and expensive lawsuits in 
which the railroads could assert that the sum they had 
earned was far less than claimed by the Commission. Why 
go through all that expense and futile litigation when we 
know that if the Government was successful, it would merely 
force the railroads into receivership? The railroads do not 
have that money in cash; they spent it for terminals, new 
locomotives, grade crossings, and the like, which are not now 
being used to their capacity. 

The Committee on Interstate and Foreign Commerce of 
the House reported a bill to repeal the recapture provision 
of section 15 (a) and to rewrite the rate-making provision 
of that section. This bill is now on the calendar of the 
House of Representatives and it will no doubt receive care- 
ful consideration of the Congress at this session. 

Legislation for the control of busses and trucks doing busi- 
ness in interstate commerce should be enacted. I do not 
belong to the school of thought that believes that this com- 
peting form of transportation should be unregulated. On 
the other hand, I do not belong to the other extreme school 
that desires to see this competing system of transportation 
put out of business. The power of government should never 
be used to destroy a competitor but the Government should 
see that the competitor is put under reasonable regulation. 

In this, chambers of commerce, leading shippers, railroad 
companies, automobile manufacturers, highway-construc- 
tion companies, those interested in airways, waterways, pipe 
lines, all find a common program on which they can agree 
and all cooperate in promoting the general prosperity of 
the country. May these larger interests dominate the minds 
of leaders in American industry? If so, the calls upon the 
Government for interference and for regulation will be 
fewer, less insistent, and properly subordinate, and there 
will not be the danger that such calls for action and inter- 
ference by the Government will be exaggerated as of para- 
mount importance. Prosperity will come to this country as 
a result of the activity of individuals and of business con- 
cerns. While well-considered legislation may help or ill-con- 
sidered legislation may hinder, legislation in itself is power- 
less to produce prosperity. 

After all, abundance of money, easy gains, hectic commer- 
cial activity, are not essential to social and political well- 
being. A recognition that there are ups and downs in the 
industrial progress of a nation, just as there are ups and 
downs in the fortunes of an individual, should enable us to 
bear with patience many of the inconveniences and afflic- 
tions of a depression and should sober our judgment dur- 
ing a time of exceptional business activity. In the field of 
transportation no one group should have the advantage. 
Shippers should pay a fair charge. Security owners should 
receive a customary return. Wage earners should be secure 
in good working conditions and fair wages. Any improve- 
ment should go to the benefit of all three groups. The aim 
of regulation by government is to encourage fair dealing, 
punish wrong, to remove temptation to arrogance by the 
Strong, and to protect the weak from injustice. If the 
Government can achieve these ends in the field of trans- 
portation, it can do so in every other sphere of its activi- 
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ties. If the Government succeeds in performing its func- 
tions, it will be because such men as the Members of this 
Chamber can work together and be fair in competition with 
one another. 

CRIME IN HIGH PLACES 


Mr. OLIVER of Alabama. Mr. Speaker, I ask unanimous 
consent to extend my remarks in the Recorp by placing 
therein the speech recently made over the radio by the 
Attorney General. 

The SPEAKER. Is there objection? 

There was no objection. 

Mr. OLIVER of Alabama. Mr. Speaker, I ask unanimous 
consent to have printed in the Recorp a speech delivered 
Monday, April 24, 1933, by the Honorable Homer S. 
Cummings, Attorney General of the United States, and 
broadcast over the Nation-wide network of the National 
Broadcasting Co. The speech not only gives a splendid 
sketch of the Department of Justice from the date it was 
organized but traces its development through the years and 
makes a most informing statement of large savings to be 
effected during the next fiscal year, which total more than 
$8,000,000. 

There being no objection, the speech was ordered to be 
printed in the Recorp, as follows: 


When Edmund Randolph, of Virginia, was appointed Attorney 
General by President Washington, pursuant to an act of the First 
Congress, adopted on September 24, 1789, a Department of Law, 
subsequently designated as the Department of Justice, had its 
origin. From a very modest beginning it has developed to its 
present rather overwhelming proportions. 

The Attorney General of the United States, it has frequently 
been remarked, is at the head of the largest law office in the 
world. About 9,000 employees and officials fall within its direct 
supervision. It is a complicated mechanism, dealing with ques- 
tions affecting hundreds of millions of dollars and the most 
sacred of human rights. Its functions have never been more im- 
portant or more vital than they are today. 

On a later occasion I shall discuss the wider purposes and the 
special activities of the Department. Tonight let me draw your 
attention to the field occupied by it and the general duties it has 
to perform, 

In times of great prosperity, when things appear to run them- 
selves, our people are inclined to take our Government for granted. 
When trouble develops, we appreciate more acutely the extent 
to which our welfare is dependent upon the proper functioning 
and economical administration of the various departments of our 
Government. Such periods result in a sharp awakening of public 
interest. We are passing through such a period at the present 
time. Clearly there should be a thorough overhauling of every 
department of our Government. This is a process which cannot 
be accomplished by a wave of the hand. It is going to require 
persistent, intelligent, and unrelenting effort over a very con- 
siderable period of time. 

When this administration came into power on the 4th of March, 
public affairs were in a deplorable and, let me add, well-nigh 
desperate condition. The incoming administration and all the 
departments thereof were, therefore, under necessity of dealing 
not only with an immediate crisis calling for the utmost swiftness 
and precision in action, both administrative and legislative, but 
they were required also to meet the imperative problem of de- 
partmental economy, so that the National Budget might be bal- 
anced. In other words, each and every department had to under- 
take a cl process and had to bring itself into efficient 
coordination with the National Government as a whole. More- 
over, each department was required to extend its activities and 
at the same time cut its expenditures by substantially 25 percent. 
Difficult as this program may seem and as impossible as it appeared 
to many people before it was undertaken, it has now advanced 
to a stage which enables us to say that the results aimed at will 
be achieved. It is a source of gratification to realize that the 
people of this country, without respect to partisanship, are thor- 
oughly in accord with this program of regeneration. 

There seems to be an impression in many quarters that the 
chief duty of the Department of Justice is to detect and punish 
violators of the Federal criminal laws. This, of course, is one 
of its essential functions, but there are others of great impor- 
tance. For instance, the Department defends all civil claims 
against the Government. This involves the consideration of an 
endless number of cases dealing with suits based on contracts, 
claims made for the refund of taxes asserted to have been overpaid, 
and various other matters of a similar nature. In addition to this 
the Department represents the United States in innumerable civil 
suits to recover moneys claimed to be due to the Government; 
it proceeds in matters of land condemnations and in other types 
of litigation too multifarious to mention. 

Moreover, the Attorney General acts as adviser to the President 
and to the heads of the various executive departments in matters 
involying questions of law, and is frequently called upon for both 
written and oral opinions. In addition to this the services of the 
Department are invoked in connection with the drafting of new 
legislation, especially with reference to matters involving novel 
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and difficult problems. In a word, the Attorney General, tog 

with the available machinery of the Department of Justice, is at 
the disposal of the Government of the United States in per- 
forming the functions of attorney and counselor at law. The 
client is the United States of America, and this client is advised 
2 time to time and, when necessary, represented in the courts 


For purposes of convenience the work of the Department of 
Justice is allocated to sundry subdivisions. There are many of 
these, and 12 of them are of outstanding significance. One of 
these great subdivisions is under the direction of an official known 
as the Solicitor General. It is a post of very great importance 
and one which has consistently been held by lawyers of the first 
rank. There is a department presided over by an official known 
as the Assistant to the Attorney General, who has charge of anti- 
trust matters. There are seven Assistant Attorneys General, 
amongst whom there are allocated matters dealing with the 
United States custom laws, suits in the Court of Claims, matters 
dealing with admiralty questions, finance, taxation, prohibition, 
commerce, public lands, administrative functions, civil litigation, 
and criminal prosecutions. In addition to all the foregoing 
there are three r departments of very great consequence. 
One of these deals with the matters affecting the enforcement of 
prohibition, and the official in charge is known as the Director 
of Prohibition, Another large department is known as the Bureau 
of Investigation, and is in charge of the director of the Bureau 
of Investigation. Last, but far from being least, is the official 
known as the Director of the Bureau of Prisons. To his care all 
Federal prisoners are committed. He has charge of the manage- 
ment of the Federal prisons, and he must deal intimately with- 
one of the most difficult and perplexing of administrative and 
social problems, 

During the year ended June 30, 1932, there were commenced 
in the United States district courts alone 126,363 cases to which 
the Government was a party, as compared with 22,541 in the 
fiscal year of 1914. While the prohibition law has undoubtedly 
brought about the greatest proportion of this increase, other 
factors have contributed in no small degree. New penal statutes, 
the enforcement of which devolves upon the Department of 
Justice, are constantly being enacted. The revenue laws are 
frequently changed, thereby resulting in the raising of new ques- 
tions for judicial determination. The questions which can arise 
in the customs department seem to be without end. Literally 
the suits there are legion. The engineering and construction 
projects of the Government have multiplied enormously in recent 
years. Thus there has been an inevitable enlargement of the 
functions of the Department of Justice. It has grown as the 
Nation has grown. The new legislation enacted by the present 
Congress will undoubtedly in due course bring new responsi- 
bilities and duties to the Department of Justice. Moreover—and 
I say this advisedly—financial crimes which have been committed 
in high places, growing out of banking irregularities and income- 
tax evasions, will require unexampled activity upon the part of 
the Department of Justice. Conditions too long concealed, some 
of which lie at the very heart of our present difficulties, must 
be brought to light and corrected. We have reached a stage 
where we want to know the worst and must know it before the 
remedy can be applied. Already extensive investigations are 
under way along the lines indicated, and their developments 
will be made known in due course. 

I have said before, and I say again, that those who have con- 
sidered it legitimate to gamble with other people’s money must 
abdicate their leadership, and those who have thought that the 
center of government is located in the financial district must 
learn that its proper seat is at Washington. This is not a pro- 
gram of partisanship; it is a program of patriotism, which I am 
confident the people of America, without respect to previous 
party affiliation, will welcome with glad hearts. 

I would not be frank if I did not say that I am amazed at the 
extent of the deadwood in the Department of Justice. An 
amount in excess of $200,000 has already been saved by the elimi- 
nation of a large number of totally unnecessary employees both 
in Washington and in the field. This process of elimination I 
expect to continue. Substantial savings can also be made in the 
offices of practically every United States district attorney. These 
Savings will have to do with the number and compensation of 
assistant United States attorneys and employees in the offices of 
United States marshals, as well as in the limitation of fees paid 
to jurors and witnesses. Those who remain in the service will 
haye to work a little harder and at a lower remuneration; but, 
if they are made of the right stuff, they will realize that they 
are part in a constructive and honorable way in a great 
regenerative national program; and I shall confidently expect 
their hearty cooperation and support. 

The appropriations for the Department of Justice for the fiscal 
year ending June 30, 1933, total $45,966,000. From present indi- 
cations there is every reason to believe that when June 30 next 
is reached there will remain about a million dollars of these 
appropriations unexpended. This in itself is no mean achieve- 
ment. The Congress has appropriated $41,550,000 for the fiscal 
year ending June 30, 1934. There would be no difficulty, I am 
sure, in living within the amount allowed; but under the drastic 
plans of economy inaugurated by the administration and stead- 
fastly carried forward by the very efficient Director of the 
Budget, Mr. Douglas, the Department of Justice has been re- 
quested to reduce this amount by about eight and one-half 
million dollars. This goal it will be our purpose to reach. It 
will require careful management, strict economy, limited ex- 
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penditures, reduced personnel, and savings in many directions. 
We have set our hands to this plow, and we shall not turn back. 

One of the most difficult questions we shall have to deal with 
is the matter of the enforcement of the prohibition law. The 
Congress has reduced the appropriation for this branch of our 
activities from about ten and one-quarter million dollars to 
about eight and one-half million dollars. This revised appro- 
priation must further be reduced in order to bring about the 
additional savings which the economy program requires. The 
enactment of the 3.2 beer legislation, it is to be hoped, will 
reduce the number of minor offenders, resulting not only in a 
direct saving but in the indirect saving which is reflected in the 
costs of our courts and in the expense of maintaining prisoners. 
It must not be forgotten, however, that the eighteenth amend- 
ment has not been repealed, and so long as it remains the law 
of the land it will be the duty of the Department of Justice to 
use its utmost efforts to see that it is and enforced. 
Minor offenders may well be left to the judgment and discretion 
of local courts, so that the work of the Bureau of Prohibition 
may be concentrated upon the activities of commercial violators, 
racketeers, and groups of offenders who make it their business, 
by conspiracy and violence, to defraud the Government, terrorize 
legitimate business, and bring the law into x 

It is highly important that the legitimate, legalized beer in- 
dustry should be kept free from the control of racketeers. It is to 
be anticipated—and, indeed, it has already become apparent—that 
the bootlegging interests will seek to levy a toll on the manufac- 
ture and distribution of legal beer as they have done for years 
with regard to illegal liquor and even more innocent enterprises. 

. No matter how honest the beer industry itself may be, there re- 
mains the danger that it will be preyed upon by outside influences. 
This in itself constitutes a very substantial problem. Those who 
are endeavoring honestly to live within the law will find a friend 
in the Department of Justice; others will proceed at their peril. 

There is another aspect of the work of the Department of Jus- 
tice to which I ought to draw your attention. It cannot be called 
a self-supporting branch of the Government; nevertheless, the 
activities of the Department result in the covering into the Treas- 
ury of a large amount of money through the settlement of judg- 
ments, the imposition of fines, the collection of additional reve- 
nues, and various forms of taxes. 

Moreover, this Department saves the Government substantial 
sums of money in defending, with success, suits brought against 
it. For instance, during the fiscal year now drawing to a close 
cases were brought against the United States involving more than 
$470,000,000. In these cases judgments were rendered against the 
Government for only $5,500,000, or a matter of a little more than 
1 percent of the amount claimed. 

Heretofore I have remarked upon the question of the elimination 
of unnecessary employees. One of the most vexatious problems 
I have to deal with grows out of the enthusiastic manner in which 
many people endorse themselves for attachment to the public 
service, It must not be forgotten that the work of a lawyer em- 
ployed by the Department is specialized to a very considerable 
degree, requiring intimate knowledge of the branches of the law 
peculiar to governmental administration. It is manifest, there- 
fore, that there can be no indiscriminate removal from the service 
of those who are efficiently and faithfully discharging their duties. 
Such changes as are to be made will be designed for the better- 
ment of the service and for that p alone. 

One of the most important functions the Attorney General is 
called upon to perform has to do with the recommendation to the 
President of candidates for appointment as Federal judges, dis- 
trict attorneys, and United States marshals. These officials are 
concerned in a most intimate fashion with the rights, the liberty, 
and the welfare of our people in all parts of the country. In par- 
ticular, the members of the judiciary (whose appointments run 
during good behavior, and therefore in most instances for life) 
must be selected with the utmost care. So far as I am concerned, 
there will be no undue haste in making such appointments. Each 
person under consideration will be studiously investigated as to 
his character, capacity, knowledge of the law, and all other at- 
tributes which should be possessed by an upright, honest, and 
impartial judge. This particular responsibility lies heavily upon 
me, From personal experience I know, and in every fiber of 
my being feel, that the discharge of this duty is a solemn respon- 
sibility. Many mistakes may be repaired, but an error in the selec- 
tion of such an official leaves a permanent and almost ineradicable 
mark upon the very structure of our Government. I am not say- 
ing these things to magnify the tasks of the Department of Jus- 
tice but merely to state, in direct and simple language, what 
purpose it is we are supposed to serve and how we are endeavoring 
to meet the duties imposed upon us. 

In brief, I aim at a sane, wholesome administration. The De- 
partment of Justice belongs to the people of America. It is their 
servant, ministering to their needs, and I bespeak for it the sup- 
port and the good opinion of all law-abiding citizens. 


INVESTIGATION OF MOVING-PICTURE INDUSTRY 
Mr. SABATH. Mr. Speaker, I call up House Resolution 
121, which I send to the desk and ask to have read. 
The Clerk read as follows: 
House Resolution 121 


Resolved, That immediately upon the adoption of this resolution 
the House shall proceed to the consideration of House Resolution 
95, and all points of order against said resolution shall be consid- 
ered as waived, That after general debate, which shall be confined 
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to the resolution and shall continue not to exceed 1 hour, to be 
equally divided and controlled by the chairman and ranking 
minority member of the Committee on Rules, the previous ques- 
tion shall be considered as ordered on the resolution to its adop- 
tion or rejection. 

Mr. WARREN and Mr. BLANTON rose. 

Mr. BLANTON. Mr. Speaker, before we take up the rule, 
I want to ask the gentleman a question. 

Mr. SABATH. Mr. Speaker, does the gentleman from 
Pennsylvania desire any time? 

Mr. RANSLEY. We want the usual time. 

Mr. SABATH. Mr. Speaker, I yield 30 minutes to the 
gentleman from Pennsylvania. 

Mr. BLANTON. Mr. Speaker, will the gentleman yield 
for a question? 

Mr. SABATH. Yes. 

Mr. BLANTON. The gentleman recognizes that in all of 
his long and able service here, this is a most remarkable 
rule. It gives the control to the Rules Committee of the 
entire hour on this resolution. Then after the rule is passed, 
it gives the same Committee on Rules entire control of the 
whole hour on general debate. That is the first time that 
Such a procedure has been inaugurated in this House dur- 
ing the 16 years that I have served here. Is the gentleman 
from Illinois going to yield us any time to oppose this 
measure? 

Mr. SABATH. I have yielded 30 minutes to the genile- 
man from Pennsylvania. 

e BLANTON. But that is to the other side of the 
e. 

Tet WEIDEMAN. Mr. Speaker, I demand the regular 
er. 

Mr. BLANTON. Oh, we are not going to let this rule pass 
without due consideration. 

Mr. SABATH. This is a fair rule. The Rules Committee 
is fair in allocating the time. 

Mr. BLANTON. Is the gentleman going to yield any time 
to the opponents of this rule? I am one who wants to 
oppose it. 

Mr. SABATH. I have already yielded 30 minutes to those 
who are opposed to it. 

Mr. BLANTON. The gentleman has yielded time only 
to Republicans. As a Democrat I want to get time from 
the Democratic side of the House. I do not want to have 
to go over into the wilderness to get it. [Applause.] This 
is a bad measure that will accomplish no good whatever, 
but will cost the taxpayers of the United States a tremen- 
dous sum of money. We must not let it pass. We can 
defeat it if we are given time to properly debate it, and to 
let the Members of the House know just how seriously it 
may affect the Treasury. 

Mr. SABATH. Mr. Speaker, the adoption of this rule will 
make in order the consideration of House Resolution 95, 
known as “the Sirovich resolution.” It provides for the 
creation of a special committee of seven to investigate the 
most vicious group of manipulators—yes, racketeers—a group 
that has destroyed what at one time was a legitimate and 
prosperous motion-picture industry and that has defrauded 
and fleeced thousands upon thousands of investors, widows, 
and orphans of nearly two thousand millions of dollars; a 
group that within the last 4 weeks, through its hirelings and 
lobbyists, has attempted, and is now attempting, to mislead 
the Members of this House as regards its shameful activities 
in order to defeat this investigation; a group that by ques- 
tionable means—yes, bribery—controls city, State, and even 
Federal officials; a group that has by corruption forced upon 
the screen some of the most obscene and crime-breeding pic- 
tures; a group that has even debauched our judiciary. This 
Same group has defrauded the Government of millions of 
dollars and was instrumental in sending an innocent woman 
to the penitentiary. 

Some claim, and will claim, that this is a matter for the 
courts. Yes; it might be a matter for the courts if indi- 
eee comprising this group were not able to control our 

It will be claimed, and statements have been circulated, 
that the investigation will cost $200,000; but I have the 
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word of the gentleman who introduced this resolution, and 
I believe him, that it will cost no more than $20,000 to 
$25,000; and I assure the House that for every dollar that 
we will expend on the investigation the Government will 
recover at least $100 in income taxes, of which the Gov- 
ernment has been defrauded by this vicious group, this 
coterie of manipulators and racketeers. [Applause.] 

I have here in my possession many resolutions from 
independent motion-picture houses in America. I have 
complaints from hundreds of men and women who have 
been defrauded of their entire sayings. I hold in my hand 
the book, Upton Sinclair Presents William Fox, and I know 
that if all of us were to spend but 1 hour on this book 
and become acquainted with the conclusions arrived at, 
the vote for the resolution would be unanimous and that 
a real investigation could be had, so that in the future the 
activities of these men and other men of their caliber, 
who have been allowed to continue their peculations and 
fraud unmolested, controlling, as they do, some of the 
highest officials in the several States and even in our own 
Government, would be prohibited. 

It is high time that this House should not be deterred 
by these lobbyists from doing its duty to provide a real, 
honest-to-God investigation, so that the country and the 
House may know what has been transpiring and so that we 
can legislate in the interest of the American people, eliminate 
this racketeering, and prevent these unscrupulous manipu- 
lators from continuing their nefarious work and from con- 
trolling our public officials. 

I regret that I cannot continue further, for I have prom- 
ised the balance of the time to others. However, before I 
conclude I want the new Members to know that if, due to the 
misleading statements that have been circulated, this rule 
shall be defeated, it may mean the defeat, at least tempo- 
rarily, of the resolution itself, for it is only by the adoption 
of this rule that an investigation can be had. But I give 
notice now that if the resolution should fail to pass, its pro- 
ponents will by no means cease their efforts to force action; 
so regardless of what the outcome may be today, I am cer- 
tain that eventually the House will vote for investigation. 

Mr. BLANTON. Will the gentleman yield for one ques- 
tion? 

Mr. SABATH. I cannot yield, because I do not have the 
time. 

I ask the gentleman from Pennsylvania [Mr. RANSLEY] 
to use some of his time now. 

Mr. RANSLEY. Mr. Speaker, I yield 5 minutes to the 
gentleman from North Carolina [Mr. WARREN]. 

Mr. WARREN. Mr. Speaker, I deeply appreciate the 
courtesy of the gentleman from Pennsylvania [Mr. RANSLEY] 
in yielding me this time, which I was unable to get on my 
own side of the House. 

It is to be greatly regretted that the House has been given 
no information whatever about this measure other than the 
statement just made by the gentleman from Illinois [Mr. 
SaBATH I. The great Rules Committee of this House not only 
failed to hold any hearing on this resolution but it comes to 
us with the informing and enlightening report as their sole 
recommendation that the resolution should pass. 

I also regret that this measure should be dignified by a rule 
of the most stringent kind, such as we have adopted on 
major legislation, providing that no points of order may be 
made, for, under the resolution as presented, a single point 
of order would send the entire thing to the discard, where 
it properly belongs. 

Now, this calls for a large expenditure of money. I have 
had a careful investigation made in the Committee on Ac- 
counts, and I am told by experienced men that if section 4 
of this resolution is carried out as it is intended, according 
to its wording, it would call for the expenditure from the 
contingent fund of the House of approximately $200,000. 

Mr. SABATH. Will the gentleman yield? 

Mr. WARREN. No. The gentleman refused to yield, and 
I do not have the time. 

Now, there is not one penny in the contingent fund of the 
House for investigations. Only $40,000 is allotted each year, 
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and the $40,000 allotted for the next fiscal year has already 
been set apart for the orderly investigations decreed by the 
House in times past. 

I have no objection in the world to an investigation of the 
moving-picture industry. I do not know any of them. I 
am not connected with them. I understand this is a fight 
between two groups. I hear it is merely a case of “ dog eat 
dog.” [Applause and laughter.] 

Mr. RANKIN. Will the gentleman yield? 

Mr. WARREN. I do not have time. 

I do believe that where we have set up orderly procedure 
for such investigations, they should be made by the consti- 
tuted branches of this Government, rather than by any 
select committee of this House. 

Now, if it is securities they wish to inquire into, both 
Houses of Congress have already passed a securities bill, so 
that those securities will be regulated in the future. If it 
is unfair trade practices they take exception to, then we have 
the Federal Trade Commission, which the administration 
has agreed it will put the breath of life into, and that it 
will act and function. If it is illegal receiverships and bank- 
ruptcies they wish to object to, then we have the grand juries 
of our land; and we Democrats have prided ourselves upon 
the fact that we have heading the Department of Justice the 
great Attorney General who will go into these matters and 
investigate them to the very limit, if they are properly 
brought to his attention. 

In conclusion, permit me to say that this thing is a joy ride 
to Hollywood [applause] for the personal advancement and 
notoriety of some who are proposing it. If you want to kill 
it, if you want to stop it where it is, then vote down the 
rule and end the whole thing. Let us not embark upon a 
useless and reckless waste of public funds. [Applause.] 

Mr. Speaker, I yield back whatever time I may have. 

The SPEAKER. The gentleman has consumed 5 minutes, 

Mr. RANSLEY. Mr. Speaker, I yield 5 minutes to the 
gentleman from Texas [Mr. Lannam]. [Applause.] 

Mr. LANHAM. Mr. Speaker, I am very much opposed to 
this resolution and, consequently, very much opposed to the 
very stringent rule which would make its consideration in 
order. 

I oppose it, in the first place, because it is unnecessary. 
I oppose it, in the second place, because it is inexpedient. 
It is unnecessay by reason of the fact that we have various 
governmental agencies already established to investigate 
matters of this character. We have our Department of Jus- 
tice and the Federal Trade Commission. A committee of 
the Senate is now making an investigation somewhat akin 
to the one here proposed. The Congress is now engaged in 
passing the securities bill to remedy many of the evils of 
which complaint is made. Such other things as may demand 
correction in this industry may be presented before a com- 
mittee of the House here in Washington without the enor- 
mous expense which the adoption of this resolution would 
entail. 

It is inexpedient because of the fact that in these times of 
necessary economy it authorizes a useless expenditure vari- 
ously estimated at from $200,000 to $500,000, and for what 
purpose? For the purpose of providing for a junketing trip 
over the United States. [Applause.] Surely this is not the 
time to be taking money away from the disabled veterans in 
order to give a few Members of Congress an opportunity to 
gratify their whims by going about over the country and 
enjoying themselves. [Applause.] This seems to be a pro- 
posal which involves some ire on the part of certain wise 
men of the East who take exception to the practices of some 
other men, perhaps equally wise, who have gone west. 
(Laughter and applause.] It involves also a dabbling into 
the courts of our country. A committee of the House of 
Representatives on a junketing trip to investigate, inci- 
dentally, receiverships and bankruptcy proceedings and judi- 
cial matters of that character! 

Now let me call attention to another thing. I believe in 
having proper regard for the welfare of our colleagues. The 
adoption of this resolution would bring to my friend the gen- 
tleman from New York a widespread publicity which would 
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be very distasteful to one of his modest nature. (Laughter 
and applause.] He would be constantly subjected to the 
ordeal of looking at pictures of himself with screen stars in 
various magazines and newspapers [laughter] and having 
to peruse interviews and things of that character with ref- 
erence to himself and his activities. I would spare him that. 
[Laughter.] I feel that, if this resolution should unfortu- 
nately carry, there ought to be some concerted action here to 
see that he is not subjected to this ordeal. [Laughter.] 

Only a few weeks ago we saw the gentleman from New 
York take his place upon this floor and inveigh very prop- 
erly against the persecution of the Jews under the Hitler 
regime. We listened with attentive interest to his remarks 
on that occasion. Ah, little did I think then and little did 
you think that the gentleman from New York would be the 
very first in this body to make a proposal which would 
bring division and dissension among the Jewish people of 
America. [Laughter.] Yet here is his resolution. 

I knew that the gentleman from New York was an emi- 
nent doctor. I knew he was an eminent playwright. I knew 
he was a great scientist. Now it is brought home to me 
in the authority proposed here to investigate the courts of 
the country that he is also a great lawyer. 

Mr. Speaker, at this time, when economy is necessary, 
when the people are craving action with reference to the 
serious problems which confront them, there is no reason to 
authorize an expensive excursion of this kind, when the 
established channels for such investigation are open and 
available. Let the correction of such evils as may exist be 
undertaken through the proper committees and the consti- 
tuted authorities organized for such purpose. [Applause.] 

{Here the gavel fell.] 

Mr. SABATH. Mr. Speaker, I yield to the gentleman from 
New York [Mr. Smovicu] 16 minutes. 

Mr. SIROVICH. Mr. Speaker, to all intents and pur- 
poses, the motion-picture industry, one of the leading in- 
dustries in our Republic, is bankrupt. 

Billions of dollars have been invested in the motion- 
picture industry by working people, widows, orphans, small 
estates, and unsuspecting American citizens. It is alleged 
that most of this money has been dissipated, squandered, 
and diverted by a group of financial manipulators. 

The rulers and officials of this great industry have milked 
it dry and almost destroyed its very existence. This deplor- 
able situation holds very little hope for holders of 1,000,000 
bonds and holders of 20,000,000 shares of stock, represent- 
ing an investment of billions of dollars. An investigation 
will show that the very people who have been responsible 
for its looting and disintegration are now desperately trying 
to reorganize this artistic and useful industry so they may 
control its future destiny. 

Whether any part of the billions that have been invested 
can be recovered and those responsible for its looting and 
ruination brought before the bar of public opinion and judi- 
cial scrutiny is dependent on what action the House will take 
regarding my resolution calling for a complete and thorough 
investigation of the whole motion-picture industry to protect 
the rights and property of our innocent American investors. 

Mr. Speaker, our Government is conducted by three great 
branches, the legislative, the executive, and the judicial de- 
partments. The combined salaries of 435 Members of the 
House, 96 Members of the Senate, and President and his 
entire Cabinet, the Vice President, the Chief Justice and 
the 8 Associate Justices, and the 48 Governors of the States 
of the Union amount to about $5,000,000 per year, which is 
less than the amount received by way of salary and bonus 
by 5 men in one motion-picture corporation alone. These 
bonuses paid to five men, according to my information, 
amounted to $3,000,000 in 1930, $2,000,000 in 1931, and 
$1,500,000 in 1932, exclusive of salaries. 

An astounding revelation regarding these bonuses is the 
fact that they have not been revealed to the stockholders in 
reports made at annual meetings or in published balance and 
earning sheets. In no other walk of industry are amounts 
like these rewards paid to executives. Not even in the days 
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of the great life-insurance scandal, investigated and exposed 
by the present distinguished Chief Justice of the Supreme 
Court, Charles Evans Hughes, was anything like the mone- 
tary insanity of the movies disclosed. 

It is currently stated that the annual income of Louis B. 
Mayer was $800,000; of Adolph Zukor and Jesse Lasky, 
$520,000 each; of Irving Thalberg, $500,000 minimum; of 
Nicholas Schenck, $404,000, besides 2% percent of all the 
profits of Loews; of Benjamin F. Shulberg, $416,000: of the 
Warner brothers, $520,000 each. In addition to these sal- 
aries, all received extravagant bonuses. 

While these fabulous and hitherto unheard-of salaries and 
bonuses have been taken by these officials the assets of the 
companies have been dissipated and the liabilities have in- 
creased. Dividends have been wiped out in practically 
every company. The value of shares of stock has fallen 
almost to nothing; but, Mr. Speaker, the salaries of all em- 
ployees in the studios, even the stenographers and typists, 
have been curtailed, but the officers’ salaries and their 
bonuses have been renewed by themselves by an iron-clad 
contract for 6 more years. 

Mr. Speaker, let me call your attention to one of the most 
glaring financial deals in connection with the Paramount- 
Publix Corporation. In the years 1927 and 1930 Paramount- 
Publix, in order to extend their activities, floated two 20- 
year bond issues amounting to $31,000,000, and agreed it 
would not create any other encumbrance or lien against any 
of the assets. ` 

In 1930 the Paramount-Publix Corporation owed a million 
dollars to banks, which it paid of from money raised by 
these $31,000,000 bonds. 

In 1932, due to extravagance and mismanagement, the 
Paramount-Publix was indebted to various banks in the sum 
of $10,000,000. These loans were entirely unsecured. When 
the loans became due Paramount-Publix officials met the 
bank officials and stated they could not pay their obliga- 
tions. The banks refused to extend the time of payment. 
Paramount-Publix needed an additional $3,500,000 to carry 
on its operations. The banks refused to give them this loan 
unless they secured the previous $10,000,000 due to the 
banks, which up to that time had been unsecured. 

To accomplish the demand of these bankers Paramount- 
Publix created a paper subsidiary having no assets, possessed 
of nothing, and called it Paramount Productions, Inc. To 
this paper subsidiary Paramount-Publix turned over 23 of 
its motion pictures which had been completed or were in the 
process of completion, which consisted of practically the 
only live assets of the corporation and which violated the 
terms of the $31,000,000 bond issue. 

By this amazing financial transaction bondholders were 
defrauded of the security granted under the $31,000,000 bond 
agreement. This financial transaction gave an unauthorized 
lien in favor of the banks, securing their otherwise unse- 
cured claims, and a preference over the Paramount-Publix 
$31,000,000 bondholders to whom these assets rightfully 
belonged, as well as other creditors. 

This indefensible act diminished, weakened, and destroyed 
the equities of $31,000,000 bondholders, as well as other 
creditors. A few months later, on November 5, 1932, the 
Paramount-Publix Corporation and its directors to further 
strip the $31,000,000 bondholders, and other creditors, organ- 
ized three other paper subsidiary corporations, the Para- 
mount International Corporation, the Paramount Distribut- 
ing Corporation, and the Paramount Pictures Corporation. 

To these companies they transferred and conveyed all the 
remaining assets owned by the Paramount-Publix Corpora- 
tion, namely, all of its properties, accounts receivable, real- 
estate holdings, contracts with producers and distribution 
in foreign countries, contracts with artists, directors, pic- 
ture rights, book rights, dramatic rights, copyrights, and all 
its holdings including studios and plants and all other prop- 
erties and by means of such paper corporations the Para- 
mount-Publix Corporation stripped itself completely of every 
vestige of property and assets of which it had been possessed, 
ruining $31,000,000 invested by bondholders, and approxi- 
mately $200,000,000 of stockholders’ money that had been 
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invested in this enterprise, so that today the Paramount- 
Publix Corporation is bankrupt and an empty shell. 

The amazing situation now is that Adolph Zukor, the 
president of the Paramount-Publix Corporation, and his as- 
sociates, under whom all these extraordinary financial ma- 
nipulations were planned and executed, has been appointed 
and is now the receiver of this corporation—the very man 
through whom and whose allies these manipulations were 
made possible, that wrecked the Paramount-Publix Corpora- 
tion. 

Indignant protests were made to the Paramount-Publix 
Corporation by the bondholders and stockholders through 
their various attorneys throughout the country, but no atten- 
tion has been paid to these protests. 

This gives you an idea of one transaction. If I had the 
time, I would give you dozens of other tragic incidents apper- 
taining to Paramount-Publix Corporation that cry to heaven 
for investigation. 

Let us take up matters concerning Loew's, Inc. Up to the 
year 1932, Loew’s paid not only its customary annual divi- 
dend of $3, but an additional dividend of $1 per annum. 
This continued up to the last quarterly dividend period. 
At that time, without any prior notice to its stockholders, 
the dividend was cut to an annual dividend of only $1. This 
dividend cut seemed to be in line with a decline in earnings 
of the corporation. Yet, in spite of these conditions, at the 
last annual meeting of that corporation, held on December 
15, 1932, the corporation made a 6-year contract with cer- 
tain of its executives which carried with it exorbitant sal- 
aries for five officials amounting to over $2,000,000 a year 
and tremendous bonuses amounting to over $1,500,000 a 
year, besides giving to these selected officials of the company 
valuable rights to acquire large blocks of shares of stock of 
the company at preferential rates. Three men are in charge 
of the motion-picture productions of that company. These 
three officials alone have contracts under which they receive 
a 20-percent share of the profits not only of the Metro- 
Goldwyn-Mayer Corporation, which is the corporation that 
produces the motion pictures of Loew’s, Inc., but in addition 
thereto they receive a share of the profits earned from ex- 
hibiting in their theaters pictures that are not even pro- 
duced by them. The shares of the profits which these three 
officials alone have received in the past have aggregated 
approximately $1,500,000 a year besides their bonuses. 

In the year 1929 five officers of Loews organized an inside 
pool, without the knowledge of the stockholders, and double- 
crossed their associates and sold 400,000 shares of Loews to 
William Fox Theatres Corporation. In gathering these 
400,000 shares they obtained a call on most of these stocks 
at a price less than $100 per share, then sold the entire block 
to the Fox Theatres Corporation at $125 per share, resulting 
in the enormous profit to this inside group of approximately 
$9,000,000. 

Here, too, we find a repetition of the same situation in 
this company as in the Paramount-Publix Corporation; the 
payment of exorbitant salaries and of large bonuses without 
making any revelation thereof to stockholders or security 
holders in reports to stockholders in published balance sheets 
or profit-and-loss sheets. 

Let us look into the affairs of Radio-Keith-Orpheum com- 
bine, commonly called RKO. The purchase of the Pathe Co. 
by RKO and the practical merger of that company with 
REO embraces matters which concern an alleged fraud on 
the stockholders of RKO, It appears that a group were 
loaded down with a very substantial block of stock of the 
Pathe Co. The quotation had fallen down to about $30 
per share. As seon as the merger with RKO was announced, 
this inside group pushed the Pathe stock up until it reached 
about $80 a share. The inside group then unloaded their 
stock on the public, making millions of dollars. The pur- 
chase was made at levels which were not warranted by any 
values possessed by the Pathe Co., and the purchase prac- 
tically emptied the treasury of RKO. Competition in the 
open market between the Pathe Co. and the RKO Co. was 
stifled. 

The RKO Co. received in the transaction studios which 
they did not need, and distributing agencies which only 
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duplicated those which already existed under the manage- 
ment of RKO. The only property that RKO obtained that 
it did not have was a news-reel service, at a cost of many 
millions of dollars more than it was worth at that time. As 
a consequence of this improvident transaction RKO was 
compelled to borrow $6,000,000 to fill its empty treasury, to 
pay a bonus of $600,000 for the loan, and the Pathe Co. 
transaction was the one that really got the RKO Co. 
into such serious financial difficulties that it was on the 
verge of receivership. In order to avoid this receivership, 
the Radio Corporation of America agreed to go along with a 
refinancing plan if it could obtain the stock control of the 
REO Co. The stockholders under threat of receivership, 
and a total loss of their investment, were forced into a 
reorganization plan under which each stockholder was com- 
pelled to reduce his stock holdings by 75 percent and to give 
up to the Radio Corporation of America in effect 75 percent 
of his prior holdings, so that the Radio Corporation of 
America became the owner of the control of the shares of 
stock of the RKO Co. 

This stock manipulation placed the Radio Corporation of 
America in the position of dominating the RKO Co., and 
in that way compelling the RKO Co. and its subsidi- 
aries to use the electrical equipment of Radio Corporation 
of America in all of their activities. As a result of that 
manipulation the Radio Corporation of America, which 
prior thereto had owned only approximately 22 percent 
of the stock of the RKO Co., became the owner of approxi- 
mately 60 percent of the stock of the RKO Co., the large 
part of which was taken out of the pockets of the stock- 
holders of RKO by forced involuntary contribution. 

In addition to the foregoing, serious charges have been 
made that the insiders of RKO operated a pool in RKO 
stock and at will, were on both the long and short sides 
of the stock and unloaded large blocks of the stock on the 
public at millions of dollars profit to themselves and at 
enormous loss to the public. 

Besides the companies I have named, there is another 
the Fox Corporation—in the assets and securities of which 
financial manipulation has been made that may well be 
called “astounding.” This manipulation involved the di- 
version and dissipation of $50,000,000 to $100,000,000, into 
the details of which I now have not the time to go. 

There are about 20,000 motion-picture theaters in the 
United States. About 1,500 belong to Paramount, Loews, 
Fox, Warner Bros., and RKO. They are banded together in 
an organization known under the highfalutin” but decep- 
tive name of the “ Motion Picture Theater Owners” organ- 
ization. This producer-controlled organization is working in 
conjunction with a most powerful and pernicious lobby, 
backed by the motion-picture industry, in and about the 
House Office Building and has sent out quite a good deal of 
false propaganda to influence the Members of the House 
against this resolution to investigate the motion-picture in- 
dustry, making the ridiculous assertion that it will cost 
$250,000, when, as a matter of truth, it would cost about 
$20,000 to $25,000. The remaining 18,500 motion-picture 
theaters belong to the independent owners in every congres- 
sional district of every Member of Congress. 

The entry of these conniving big picture manipulators in 
the field of exhibition, first, as a means of exhibiting their 
own pictures, and then to monopolize the distribution out- 
lets and finally to put the 18,500 independent exhibitors out 
of business, is an activity in the American motion-picture 
industry which the membership of the Congress of the 
United States will be privileged to correct. 

Mr. Speaker, the distinguished gentleman from Texas 
[Mr. Lax HAM! who preceded me, called the attention of the 
House to the fact that most of the people involved in the 
manipulation of funds of the motion-picture industry are 
Jewish people, and that only a few days ago I arose to de- 
fend the Jewish people of Germany against the atrocities 
of the madman of Germany, Hitler. Let me call his atten- 
tion to the fact that I am proud to have arisen in this his- 
toric forum to speak for the persecuted and oppressed in 
Germany, whose pitiful cry to live in the land in which they 
and their forbears have been born and have given the 
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best of their lives to make Germany great, prosperous, and 
glorious, and who seek opportunities to earn their daily 
bread the same as all peoples of the world, is surely deserv- 
ing of the responsive acclaim that has come to their cause 
from all the civilized people of the world. 

Goodness, honesty, and justice belong to no race. They 
are the common property of civilization. In that spirit, I 
resent the statement of the gentleman from Texas [Mr. 
Lanuam] and desire to tell him that, so far as I am con- 
cerned, I demand the prosecution of all evil and wrong- 
doers irrespective of race, creed, or color, who have de- 
frauded widows, orphans, and humble people of our country 
to enrich themselves. [Applause.] 

[Here the gavel fell.] 

Mr. SIROVICH. Mr. Speaker, will the gentleman yield 
me 2 additional minutes? 

Mr. SABATH. I yield the gentleman 2 additional minutes. 

Mr. Speaker, will the gentleman yield? 

Mr. SIROVICH. Yes. 

Mr. SABATH. Certain charges have been made as to the 
administration. The gentleman made a statement to me 
as to the President and the administration. Will he not 
repeat it on the floor of the House? 

Mr. SIROVICH. Mr. Speaker, last week I saw the Presi- 
dent of the United States, Franklin D. Roosevelt. I spoke 
to him about this motion-picture investigation; I explained 
the situation to him, including these outrageous salaries; and 
he is in full sympathy with this resolution and thinks this 
investigation would do a great deal of good to the American 
people. [Applause.] 

Mr. MOTT. Will the gentleman yield for a question? 

Mr. SIROVICH. I am awfully sorry, but my time is very 
limited. Let me first finish this statement. 

Mr. MOTT. May I suggest to the gentleman that it will 
be necessary for the gentleman to get some time, either for 
himself or someone else, in order to answer a half dozen 
very pertinent questions or everything the gentleman has 
said will be of no avail. We want to know where the in- 
formation came from and whether this is in violation of the 
particular blue sky laws of the States in which these con- 
cerns are located. 

Mr. SIROVICH. I will give that later. When you pass 
this rule I would give you the source of all the information. 
I will give you court facts, documentary facts, and affidavits 
that will corroborate every word I have uttered. 

Mr. MOTT. I hope the gentleman may, and I would like 
to have the information before the rule is voted on. 

Mr. SIROVICH. I will do that after I have finished my 
statement, if I may have a few minutes more. The purpose 
of my resolution is to provide for an investigation which 
will disclose all this information. 

Mr. RAYBURN. Will the gentleman yield? 

Mr. SIROVICH. I hope the gentleman will let me finish 
my statement first. These continuous interruptions and in- 
terrogations are breaking the sequence of my thoughts. 

Mr. RAYBURN. The President of the United States has 
been brought into this matter and I want the gentleman to 
be definite. Did the President of the United States tell the 
gentleman from New York that he wanted this resolution 
passed and this investigation made? 

Mr. SIROVICH. I did not go to him when I started out 
on the investigation, but I saw him subsequently. 

Mr. RAYBURN. The gentleman said he talked to him 
last week. 

Mr. SIROVICH. That is correct. I saw him last week 
and talked to him about it, explained it, and he is in full 
sympathy with the purpose of this resolution. 

The regular order was demanded. 

Mr. SIROVICH. Now to continue with my thoughts: 

What are some of the terrible injustices that have been 
perpetrated by these 5 large motion-picture concerns against 
the 18,500 independent exhibitors? 

First. Block booking, combined with blind booking, which 
requires the independent theater owners to buy unseen the 
entire output of a given producer in order to get such pic- 
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tures as may be desirable or suitable for exhibition in their 
theaters. 

Second. Compelling the 18,500 independent theater owners 
to wait for unreasonable periods of time after pictures have 
first been shown in producer-controlled houses before these 
18,500 independent theater owners are allowed to run them 
in their theaters. $ 

Third. The allocation of better pictures to producer- 
owned circuit houses without allowing the 18,500 really in- 
dependent theater owners to even bid for these pictures in 
free and open competition. 

Fourth. The buying up by producer-owned theater cir- 
cuits of more pictures than they can use so as to cripple the 
18,500 truly independent houses in their efforts to compete 
with the circuits. 

Fifth. The practice of these big producers through mo- 
tion-picture producers and distributors in contributing 
large sums of money to certain organizations of alleged in- 
dependent exhibitors in order to create the impression that 
there is a division in the 18,500 independent ranks in the 
matter of industry reforms. 

Sixth. The activities of the members of the motion-pic- 
ture producers and distributors of America to monopolize 
or control the motion-picture industry by such devices as 
uniform sales contracts, compulsory arbitration, withhold- 
ing of products from 18,500 independent theaters, the allo- 
cation of products to producer-controlled houses, unfair and 
unreasonable zoning, so-called “ protection”, and other un- 
fair practices, especially by withholding films for unreason- 
1 periods from the 18,500 independent low- admission 

uses. 

There are 435 Representatives in Congress, so the average 
proportion of independent motion- picture theaters, each 
one a victim of these unfair practices, is over 40 theaters 
in each congressional district, all representing a substantial 
investment of over $1,000,000,000 and a considerable employ- 
ment in each district, the operators and employees of which 
look to Congress for relief from this unwarranted monopoly 
and tyranny. 

Thus we see how a few czars in the motion-picture in- 
dustry through devices of interlocking, long-term fran- 
chises, preferential zoning, clearances, and protection have 
almost ruined and destroyed, by these unjust and unfair 
practices, the 18,500 independent motion-picture houses 
found in every congressional district of our country. 

Let us look at the transactions of Warner Bros. Warner 
Bros. Pictures, Inc., was incorporated in the State of Dela- 
ware in 1923. Prior to 1928 it was a small, inconsequential 
producing company of silent film that did not rate with the 
large producers. With the advent of sound, the company 
obtained a temporary monopoly on the production of 
synchronized sound on disk, and thereby became one of the 
large producing factors in the business. 

Shortly after their development as a large producing 
company, they went into the purchasing of theaters on a 
large scale, and probably at present hold more theaters than 
any of the other producing and distributing units. 

Warner Bros. Pictures, Inc., control approximately 50 cor- 
porations, covering every form of motion-picture activity. 
All of these companies, however, are dummy corporations 
in which the officials are either obscure office boys or glori- 
fied clerks, drawing modest salaries, although holding high- 
sounding titles in the various companies. 

The actual control of all of these 50 subsidiary companies 
is held by 11 directors of Warner Bros. Pictures, Inc., the 
majority composed of 3 Warner brothers and 4 personal 
attorneys for the 3 Warner brothers. That, in itself, insures 
control of the board of directors. 

With reference to this corporation two matters stand out 
glaringly. One is that Warner brothers have placed them- 
Selves in a position where they have become the preferred 
creditors of the corporation with respect to loans previously 
advanced so that if anything happened they would receive 
all of the money loaned the corporation and the stock- 
holders would receive nothing. Second, it has been charged 
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and admitted that Harry Warner, the president of the com- 
pany, and other members of his family, and officials con- 
nected with his company, were on the long and short side 
of their stock, unloading the stock to the public at high 
prices and making enormous profits in those transactions, 
the only sufferers being the public and the stockholders. It 
is also charged that the company is practically a family 
affair, the entire family having profited generally by way 
of large salaries and bonuses, while the stockholders have 
received no dividends and have suffered frightful losses, so 
that today the stock is practically worthless, and all the 
estates, widows, orphans, and humble owners of Warner 
Bros. stock have been ruined and their holdings are today 
worthless. Since 1928 the salary payments made to Warner 
brothers were between $520,000 per annum to $1,000,000 per 
annum each. They have received bonuses of 90,000 shares 
valued at $12,000,000, and their stock speculations have 
made another $10,000,000, totaling almost $25,000,000, while 
the present value of the stock that shareholders paid for 
with their hard-earned money at $100 a share, is selling at 
about $1 per share, showing a shrinkage in value of the 
stocks of the staggering total of about $200,000,000 of stock- 
holders’ money. And Mr. A. Julian Brylawski, the profes- 
sional lobbyist, is in the employ of this company, and trying 
through propaganda to persuade Congress not to conduct 
an investigation. 

Mr. Speaker, I have but scratched the surface of the great 
corruption that exists in the motion-picture industry today— 
corruption that will make the Teapot Dome investigation 
appear uke a mere tempest in a teapot. The innocent 
holders of stocks and bonds of these looted companies that 
I have mentioned are crying aloud for justice. The moral 
welfare of America demands that the present control of 
motion pictures be eliminated. Eighteen thousand and five 
hundred independent motion-picture houses in every con- 
gressional district are earnestly appealing to you for assist- 
ance and justice. In the name of innocent investors and 
18,500 small motion-picture concerns I appeal to the Mem- 
bership of this House to pass my resolution calling for a 
complete and thorough investigation of the whole motion- 

picture industry, with the object of righting a great wrong, 
making restitution, if possible, to its now destitute financial 
victims, drive the looters from their executive offices, punish 
the guilty, and once and for all make an exemplary lesson 
to all future financial manipulators that the Government of 
the United States will not tolerate financial racketeers, mas- 
querading as honest men, who through fraudulent repre- 
sentation and manipulation have diverted billions intrusted 
to them by widows, orphans, and small estates which repre- 
sent the hard-earned life savings of our American working 
people. 

For these reasons, fellow Members of the House, I appeal 
to your sense of honor, fair play, and justice to pass this 
resolution. [Applause.] 

Mr. RANSLEY. Mr. Speaker, I yield 3 minutes to the 
gentleman from New York [Mr. Taser]. 

Mr. TABER. Mr. Speaker, these are the days of the new 
deal. If the President of the United States were for this 
resolution, would he not have sent us a message? [Laugh- 
ter and applause.] 

You know this is a wonderful resolution. Why, I was 
brought up in school to believe that there were three de- 
partments of the Government, the executive, the judicial, 
and the legislative. This resolution is a declaration on the 
part of the Democratic majority, if it is passed, that the 
appointees to the Attorney General’s Office are not compe- 
tent to do their jobs. [Applause.] 

Are you going to make this declaration and indict your 
President’s own appointees, or are you going to say that 
you have some confidence in them and that you believe that 
they and the grand juries and the judges of the courts are 
as competent to make a judicial investigation as some com- 
mittee of Congress? 

Mr. KRAMER. Will the gentleman yield? 
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Mr. TABER. Is it not time we attended to our own busi- 
ness, instead of trying to attend to everybcdy else’s business 
and every other officer’s business, as well as our own? 

Mr. O'CONNOR. Will the gentleman yield? 

Mr. TABER. I cannot yield. I have not the time. 

I believe if we do our own job and do it right, that is 
enough. 

Frankly, I believe, and these are the facts, the Senate in- 
vestigating committee has been into the Warner business, it 
has been into the Fox business, and yesterday there was put 
in the Recorp over there a voluminous report that pretty 
well covers that picture. Why should we go ahead and 
authorize the expenditure of a lot of money which would be 
wasted, instead of securing action on the part of the Attor- 
ney General, the grand juries, and the courts in reference to 
this matter? Is it not time we stopped trying to butt into 
things and to be ourselves a grand jury and to be ourselves 
an attorney general. 

If they are not competent and able to do the job, why do 
we appropriate $41,000,000 for the Department of Justice? 
Maybe they are not competent. If they are not competent, 
let us investigate them through the Judiciary Committee, in- 
stead of ourselves trying to do the job for which we have set 
them up and provided them with $41,000,000. 

Let us vote down this resolution and stop this kind of 
business. [Applause.] 

Mr. RANSLEY. Mr. Speaker, I yield 3 minutes to the 
gentleman from Kentucky [Mr. CHAPMAN]. 

Mr. CHAPMAN. Mr. Speaker, in view of some of the 
things we have heard and seen in connection with this 
resolution, I think it not inappropriate at this time to quote 
an observation recently made by that great humorist and 
philosopher, Will Rogers: 

You see the movies are a peculiar business. Everybody that 


don't get in em some way have got it in for em and want em 
investigated, abolished, or given solitary confinement for 99 years. 


(Laughter.] 

With respect to what the gentleman from New York, 
Dr. Strovicu, said about the moving-picture securities that 
have been purchased by so many people in this country, I 
reply that already both Houses have passed a Federal Secu- 
rities Act under the leadership of the President of the 
United States—an act which has teeth in it and will soon 
be in effect to protect the investing public from the pur- 
chase of worthless or fraudulent securities. 

This resolution would carry with it an unlimited burden 
of expense to the taxpayers of this country. It would give 
a special committee of 7 Members of this House author- 
ity to investigate 15,000 theaters in America and approxi- 
mately 320 distributing companies which distribute pictures 
to every State in the Union. Then, 15 corporations in New 
York, New Jersey, Illinois, and California, whose business it 
is to receive, record, and reproduce sound in making modern 
talking pictures, would have to submit themselves to the 
inspection of this nomadic committee. This select commit- 
tee would investigate the production of moving pictures, 
which would require a long stay in New York and a still 
longer junket to far-famed Hollywood. In that vicinity, I 
am reliably informed, there are at least 30 companies 
engaged in the production of motion pictures, all of which 
would be subject to a microscopic examination by this 
committee. 

Ladies and gentlemen, in view of the methods to which 
some have resorted in seeking adoption of this resolution, I 
wonder how many Members of this House have had held 
up to their enraptured gaze by some of the sponsors of this 
resolution alluring visions of a sojourn in that land of 
flowers and how many have had their ears ravished by glow- 
ing word pictures of the enchanting beauties and intriguing 
mysteries of Hollywood. [Laughter and applause.] 

They would invade the province of the courts of justice, 
because this resolution would give them power to investi- 
gate receivership, bankruptcy, and equity proceedings, with 
trips all over the country, and all at the expense of the 
American taxpayers, at a time like this when we are striv- 
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ing to practice economy in every branch of the Government. 
I am surprised at the audacity, at the temerity of these men 
who, under these circumstances, stand up here and advocate 
such an expensive and extravagant resolution, such a prod- 
igal and wanton waste of the American taxpayers’ money. 
{Applause.] They would authorize the expenditure of public 
funds for— 

legal counsel, technical, or other counsel; auditors, clerical, sten- 
ographic, and other assistants; to make * * expenditures, 
including expenditures for actual travel and subsistence of mem- 
bers and employees, and for such other and further expendi- 
tures as are necessary for the efficient execution of its functions 
under this resolution, including transcription, printing, and bind- 
ing of data and reports. 

With such powers of investigation, such a committee galli- 
vanting about over the country would spend at least a quar- 
ter of a million dollars before the Congress reconvenes in 
January 1934. 

Such an investigation would undoubtedly result not only 
in delaying the production of pictures, the curtailment of the 
industry’s legitimate activities, but would close innumerable 
picture shows throughout the county, and would also cause 
irreparable loss to countless business men in every State who 
are engaged in other lines of business, and especially to retail 
merchants who are largely dependent for their prosperity 
upon the prosperity of the picture shows in their immediate 
localities, 

Ladies and gentlemen, I trust this House will vote down 
this rule and thereby prevent the consideration of this reso- 
lution by an overwhelming majority. [Applause.] 

Mr. COCHRAN of Missouri. Mr. Speaker, if the argu- 
ments of the gentleman from New York [Mr. Srroyicu] are 
sound, this House should investigate every industry and cor- 
poration [applause] where the people of this country have 
lost money as the result of the purchase of stocks and bonds. 
Why stop with the motion-picture industry? I think every 
man and woman in this House has suffered a jolt in their 
bank account for the last few years as a result of the pur- 
chase of stocks and bonds. 

The gentleman from Illinois [Mr. Sasar] stated that 
an investigation will disclose that there has been an evasion 
of the income-tax laws. I want to remind the gentleman— 
for I am sure he knows it—there is an outstanding investi- 
gation bureau of the Government in the Bureau of Internal 
Revenue, the intelligence unit; it cleaned up his own city 
when his police department could not do it. If he has any 
evidence that the people engaged in this business have 
evaded their income-tax returns or made improper returns, 
the head of the unit, Mr. Elmer Irey, will put the people 
responsible in a safe place in Atlanta, where he put Chi- 
cago’s leading citizen. [Laughter.] 

I have been attempting on this floor to get an adequate 
appropriation for the investigation of corporate practices— 
not only the motion-picture industry but all industries, 
by the Federal Trade Commission, and you have repeatedly 
refused to appropriate the money. The Commission desires 
to carry on such an investigation. It is equipped to do it. 

I went to the Federal Trade Commission and asked the 
officials of the economic division what this proposed inves- 
tigation of the motion-picture industry would cost, and the 
answer was, a tremendous sum. I could not get them to set 
the figures. I said, “ Would it cost $250,000? ” and they said 
my estimate was probably too low, if the entire industry was 
to be investigated. 

Mr. SABATH. I want to say to the gentleman that the 
Committee on Accounts has full jurisdiction, and they can 
say how much shall be expended. They set the figure at 
twenty to twenty-five thousand dollars. 

Mr. COCHRAN of Missouri. I am a member of the Com- 
mittee on Accounts. If the House passes the resolution, you 
will say it is a mandate for us to provide all the money 
needed. The Federal Trade Commission said it would cost 
more than $250,000 to carry out a real investigation under 
this resolution. We would be required to appropriate funds 
to complete the investigation. Twenty-five thousand dollars 
would not be a drop in the bucket. 
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Mr. Speaker, the gentleman from New York, the author 
of the resolution, said the independent operators—18,000— 
favored his resolution. I challenge that statement, because 
I have evidence that he is not properly advised as to the 
attitude of the operators in my section of the country. I 
submit my proof. Here is what 500 owners from Missouri 
and eastern and southern Illinois have to say: 

Sr. Lovis, Mo., April 25, 1933. 
Representative JOHN J. COCHRAN, 
House of Representatives, Washington, D.C. 

HONORABLE CONGRESSMAN: At a meeting held on Monday, April 
24, this organization, consisting of over 600 theaters throughout 
the State of Missouri, wishes to protest against House Resolution 
No. 95, offered by Congressman Sirovicu, of New York, for the 
investigation of all branches of the film industry. 

of such an enactment at this time would be most de- 
structive to the slowly awakening morale of our industry, and we 
deem it unwise and undeserved publicity, and we strongly urge 
you to use your good offices to defeat same. 


Very truly yours, 
Frep WEHRENBERG, 
President Motion Picture Theater Owners of St. Louis, 
Eastern Missouri, and Southern Illinois. 

[Applause.] 

Mr. Speaker, I have letters from the receivers of the large 
motion-picture houses in St. Louis, and we have some of 
the finest in the country, all in the hands of receivers. The 
receivers are lawyers and bankers. They were required to 
take over the theaters. They appeal for the defeat of the 
resolution. Mr. Clarence M. Turley, operating three large 
houses for a receiver says: 

Steps are being taken in all directions to put this business on a 
sound, sensible basis, and the only accomplishment the Sirovich 
resolution would be is a hampering of strenuous efforts on the 
part of the people interested to straighten out their affairs, and 
would result in the expenditure of large sums by the Government 
and likewise large sums on the part of the representatives of the 
industry who are today extremely busy trying to salvage the same 
and put it on a sound basis. 

What the author of the resolution complained of is water 
over the dam. Let him take his complaint to the Federal 
Trade Commission. If he presents the complaint in proper 
form and abides by the procedure, his complaint will receive 
attention. If he has evidence of law violation, let him give 
it to the Attorney General. The gentleman knows we now 
have a new and a real Attorney General. Take your evi- 
dence of income-tax evasions to Elmer Irey, of the Bureau 
of Internal Revenue. He will get results if you give him 
the proper lead. The Government agencies are set up to do 
what he wants if he can present a cause of action. This is 
not a matter for the House of Representatives, but belongs 
to the executive branch of the Government. 

Mr. SIROVICH. That is one of the subsidized organi- 
zations paid for by these big fellows. 

The SPEAKER. The time of the gentleman from Mis- 
souri has expired. 

Mr. RANSLEY. Mr. Speaker, I yield 4 minutes to the 
gentleman from Texas [Mr. BLANTON]. 

Mr. BLANTON. Mr. Speaker, for nearly a score of years 
I have been the personal friend of our good colleague, 
ADOLPH SaBATRH, of Illinois. I have deep affection for him. 
For almost as long I have been the personal friend of our 
dis i and talented colleague from New York, Dr. 
Sirovicu, ever since he came to Congress. Hence, it is very 
evident that when I oppose their resolution, it is with sin- 
cere regret that I cannot vote with them. 

This measure proposed by them is a most unwise one. 
When the Committee on Rules favorably reported this Siro- 
vich resolution (H.Res. 95) to the House, I convinced both 
the Parliamentarian and the Speaker that it was subject to 
a point of order, because it created a charge upon the Treas- 
ury, and the Rules Committee did not have the jurisdiction 
to report such a bill. When its proponents learned that it 
would be stopped by a point of order, they then got the 
committee to report this special rule making it impervious 
to points of order. Therefore it is necessary for us to vote 
down this rule in order to stop the passage of this measure. 

Some of you who were then present on that day will 
remember that I took this floor on April 12, 1933, and warned 
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you against this resolution. I then called attention to the 
fact that by its terms, wholly unlimited and unrestricted, 
it would permit this proposed committee, or any subcom- 
mittee thereof, to sit anywhere at any time. It could sit in 
New York, or Chicago, or St. Louis, or Abilene, or California, 
or Seattle, or Alaska, or in the Philippines, or in England, 
France, Italy, Germany, Asia, Africa, or South America. 
The committee was to be controlled only by its own wish 
and will. And I then called attention to the wasteful, ex- 
travagant, ridiculous powers given this committee by sec- 
tion 4, to wit: 

Sec. 4. The committee is authorized and empowered to employ 
such legal counsel, technical or other counsel; auditors, clerical, 
stenographic, and other assistants; to make such expenditures, in- 
cluding expenditures for actual travel and subsistence of members 
and employees, and for such other and further expenditures as are 
necessary for the efficient execution of its functions under this 
resolution, including transcription, printing, and binding of data 
and reports. 

I then called attention, Mr. Speaker, to the fact that 
under said section 4 this committee could employ as many 
high-priced New York lawyers as it saw fit and could pay 
them tremendous salaries; that it could employ numberless 
technical advisers at huge salaries; that it could employ as 
many clerks, stenographers, and assistants as it saw fit and 
itself fix their salaries; and that this committee could spend 
just as much as it pleased for traveling expenses and sub- 
sistence for its members and employees, wholly without limit. 
And I then urged all of you colleagues then present to be 
on the watch for this resolution and to be here to help us 
kill it. 

Several have indicated that it could cost $200,000 or 
$250,000. Why, if this committee saw fit to incur the obli- 
gations authorized by this House Resolution 95, it could cost 
$500,000 or more. When a committee of Congress is author- 
ized by such a resolution to incur obligations and it does 
incur them, they have to be paid, and they will be paid. We 
all realize that. If the committee under this House Resolu- 
tion 95 saw fit to employ lawyers and agreed to pay them a 
fee of $25,000 each, we all know that we would deem it a 
moral obligation, and we would have to provide the money 
to pay it. You will find my speech against this resolution 
on page 1596 of the Recorp for April 12, 1933. 

We older Members here well remember that the Graham 
of Illinois smelling committee cost us nearly $100,000, that 
the Joe Walsh committee that lived in special Pullmans with 
palatial diners attached for so long on the Pacific coast 
cost thousands upon thousands of dollars, that the special 
coal committee cost first $400,000 and then an additional 
$400,000, and that the initial cost of the Wickersham com- 
mittee was $500,000. I was against all of them. None of 
them accomplished anything worth while. The huge sums 
of tax money spent by all of them were wasted. It is time to 
stop such waste. It is time to stop these expensive junkets. 
I am going to fight them until we stop them. Our good 
friend from New York, Dr. Srrovicu, ought to be satisfied 
with the last trip he took to Europe that was paid for by 
Congress out of the Public Treasury. He ought not to ask 
Congress to provide another, especially one on such an ex- 
tensive scale as this resolution authorizes. His last interest- 
ing junket to Europe ought to last him for a while. I have 
been here since the War Congress met in April 1917, and I 
have never even been to Panama. I have never yet taken 
any kind of a junket anywhere on Government expense. I 
have been all over the United States many times checking up 
Government business, but I have always paid out of my own 
pocket. It has not cost the taxpayers anything. 

I want to talk to my good friend Apor pH SaBATRH about his 
so-called “ lobbying.” This morning there came to every one 
of the 435 Members of this House that voluminous book by 
Upton Sinclair. Is that lobbying? ‘That is the most ex- 
pensive lobbying that I have ever seen. 

I am for breaking up these picture-show monopolies and 
all other kind of monopolies. I am for passing whatever 
legislation that will stop them. But this junket resolution 
will not stop them. They will go on and on, even after we 
pass it. What more information do you want, Doctor, than 
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you recited and placed in the Recorp here a few minutes 
ago? You have that information already. You say it is 
all authentic. Then why do not you make use of it? It 
certainly is all-sufficient. Why do not you bring on this 
floor proper legislation that will put these crooks, as you call 
them, out of business? 

Mr. SIROVICH. Mr. Speaker, will the gentleman yield? 

Mr. BLANTON. No; I regret that I have not the time. 
Otherwise I would gladly yield. The Doctor said everything 
he charged against them was a fact. If that is so, he has 
enough facts, and why does he not bring in legislation to 
stop that great combine? Why does the gentleman not bring 
in legislation that will break up this monopoly? 

Mr. SIROVICH. It is people like my friend from Texas 
who stop it. 

Mr. BLANTON. No; I never stop salutary measures. I 
stop only the unwise wasteful ones. Gentlemen will remem- 
ber what I told our friend, the gentleman from Missouri [Mr. 
SHannon], when he was asking you to give him that money 
for his investigation. I said, “Mr. SHANNON, you know, 
and we already know, every fact that you are going to de- 
velop; and after you investigate, after you travel all over 
the United States, after you spend the $13,500 of the people’s 
money, you will not know any more than we know already, 
and you will not do a thing as a result of the spending of 
that money that accomplishes anything worth while.” 

If you will look on page 11680 of the Recorp for May 31, 
1932, you will see where I predicted truthfully and reliably 
that Brother SHannon would spend his thousands without 
accomplishing anything, which he did do as I predicted, 
to wit: 

Mr. BLANTON. Mr. Speaker, if the gentleman from Missouri [Mr. 
SHANNON] or the Committee on Rules will present a resolution to 
stop the sale of these goods by the Government in Army com- 
missaries and Navy stores I shall yote to stop it without hesitation, 
but I cannot support a resolution of this kind that will only waste 
money and do a futile thing. If they get any information, they 
will not have any more than we already have. We know that this 
is being done. What is the use of spending money to ascertain 
what we know already? This committee, or any member of it 
as a subcommittee, can travel all over the United States from 
Maine to Seattle and Florida and you will have to pay the bill. 
I am not in favor of it. You have to pay the expenses of it. 
You are authorizing them to incur expenses here, and you are 
going to have to appropriate the money to pay for it. I am not 
in favor of it. It is doing a foolish thing. Why do they not bring 
in a resolution and stop this now? We know that these com- 
missaries and naval stores are selling these things all of the time 
and that they have been doing it. 


You will remember that the Shannon committee first 
spent $10,000, and then it came back to Congress and got 
$3,500 more, making in all $13,500. And not one thing did 
it accomplish worth while. We older Members here knew 
before he investigated all of the facts that he developed on 
his investigation. The people’s money has been spent and 
is gone. And now it is proposed here that we pass this reso- 
lution under which $500,000 could be spent, and in his 
speech this morning Dr. Smovicn showed very ably and 
adeptly that he already knows every fact and circumstance 
about these crooks and manipulators, as he calls them, that 
he could hope to develop by any investigation. And after 
the Doctor and his expert committee junkets all over the 
United States, and possibly all over Europe, and has spent 
huge sums of money and has paid out of the Treasury all of 
the salaries, traveling expenses, and subsistence of his law- 
yers, his expert advisers, his clerks, stenographers, and as- 
sistants, he will not know any more about all this crooked- 
ness he has depicted than he knows so intimately right 
now, and he will not accomplish a single thing. He will 
not bring us back a fact that he does not have now. He will 
not produce a thing of value, and that is the reason I am 
against it. Otherwise I would be for it. 

This is not the only proposed junket that is pending on 
the calendar. There are others. There is one proposing to 
spend $48,500 on a junket to Rome, Italy. It is House Joint 
Resolution No. 149, which the Committee on Foreign Affairs 
has favorably reported, and it is now on the calendar, sub- 
ject to be called up at any time. And the worst of it all 
is that it proposes to spend this $48,500 in the name of the 
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farmers. It recites that it is to enable us to participate in 
the “ International Institute of Agriculture at Rome, Italy.” 
The farmers of the United States are not interested in any 
junkets to Rome, Italy. They want us to stop useless and 
wasteful expenditures and get our Nation back on a sound 
financial basis. So let us kill this rule and stop this Sirovich 
junket, and then let us watch for and kill this Rome junket. 
And when we do it both Brother Saarn and Dr. SIROVICH 
will think more of us for doing it. For when they reflect 
they will know that we have done our duty. 

Mr. SABATH. Mr. Speaker, I yield 1 minute to the gen- 
tleman from Massachusetts [Mr. Connery]. 

Mr. CONNERY. Mr. Speaker, I regret that I have not 
more time than 1 minute to talk on this resolution, but I 
speak from personal experience, having run a theater of 
my own. In this 1 minute let me say that I am heartily 
in favor of this resolution of Dr. Srrovicn. The Actors’ 
Equity Union, which is the actors’ union of the theatrical 
profession as well as the union of the screen actors, is in 
favor of this resolution. The Federation of Labor, the work- 
ers in the picture industry, are in favor of the resolution, 
because it will show up to the American people the rotten- 
ness of some of the working conditions of that industry and 
will show what they are doing to labor, to their actors and 
actresses, and to the American people with their stock ma- 
nipulations. I hope the resolution will pass. [Applause.] 

Mr. RANSLEY. Mr. Speaker, I yield 4 minutes to the 
gentleman from Georgia [Mr. Cox]. 

Mr. COX. Mr. Speaker, I have no particular objection 
to the adoption of the pending resolution. I am prepared 
to agree with the proponents of the measure that the moy- 
ing-picture business is probably the rottenest industry in 
the country; that it has done more to corrupt public morals 
and to bring about a general disrespect for authority than 
all other influences combined; but this is what I want to 
say: The transactions that it is proposed that Congress shall 
investigate are properly the subject matter of judicial de- 
termination. There is nothing that the committee could 
disclose that would prove fruitful other than affording a 
basis for legislation for the control of the issuance and sale 
of stocks. There has just been passed by this House a blue 
sky law to take care of the conditions which it is insisted 
exist in the picture-show industry. 

Mr. SABATH. Mr. Speaker, will the gentleman yield? 

Mr. COX. Yes. 

Mr. SABATH. That law applies only to new corporations 
that will be formed from now on and not to the old manipu- 
lations and thievery that has been going on. 

Mr. COX. Let me say this to you gentlemen, that unless 
this House is prepared to authorize an expenditure of at 
least a quarter of a million dollars, any investigation that 
such a committee as you are invited to set up would prove 
absolutely worthless. 

Mr. SCHULTE. Will the gentleman yield for a question? 

Mr. COX. With pleasure. 

Mr. SCHULTE. The gentleman has just made the state- 
ment that it would cost a quarter of a million dollars, and I 
take it that figure was given to him by some gentleman, to 
make this investigation. Is the moying-picture business 
that rank and rotten that it will cost a quarter of a million 
dollars to investigate it? [Applause.] 

Mr. COX. The investigation, in order to amount to any- 
thing, must take a wide scope, and it is not the sort of 
matter that you could go to New York and sit down in an 
office and have a hearing in a week or 2 weeks, but it will 
take you all over the country and into all of the different 
operations of the industry. 

Mr. KRAMER. Will the gentleman yield? 

Mr. COX. Yes; I yield. 

Mr. KRAMER. Does the gentleman know that this in- 
vestigation would make the never-to-be-forgotten Teapot 
Dome oil scandal look like a backyard chicken-stealing? 

Mr. COX. Oh, I know it is insisted the investigation will 
disclose that parties in control of the moving-picture busi- 
ness haye been guilty of most scandalous practices, but are 
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we not prepared to accept that as a fact already? Suppose 
everything that is said by those advocating the adoption 
of the rule is true, then what of it? 

What you are after is the curing of the evil that is com- 
plained of. What you must have is legislation. What facts 
can be disclosed by an investigation that will enable you to 
do more than you have already done or can do upon the 
basis of the facts in hand? 

The SPEAKER. The time of the gentleman from Georgia 
[Mr. Cox] has expired. 

Mr. SABATH. Mr. Speaker, I yield 2 minutes to the gen- 
tleman from Mississippi [Mr. Bussy]. 

Mr. BUSBY. Mr. Speaker, ordinarily I would not have 
anything to say on this question. I served for some years on 
the Committee on Patents and Copyrights, and would have 
been chairman of that committee if I had not gone to 
another committee. There seems to be a peculiar silent 
interest in opposition to this particular proposition. The 
resolution is being sternly opposed. I understood at one 
time what caused that particular type of interest. When I 
took this floor opposing a bill presented by the gentleman 
from Texas [Mr. Lannam] and the late lamented Mr. Vestal 
on June 28, 1930, when there was not another Member of the 
House who was willing to take the floor opposed to that 
bill, I pointed to gentlemen who were sitting in the executive 
gallery at that time, and on that occasion I said: 

Sitting in the gallery to the right are counsel of the lobbyists 
for this bill, some of whom I am informed are receiving as much 
as $100,000 a year from monopolies they have organized to put 
over this legislation. There is no doubt about it. They do not 
deny it. 

They did not stay there long but soon left the gallery. 
We whipped that type of interest that is down here today in 
opposition to this resolution [applause], and we ran them 
out, because they were wrong, and they were representing 
not the people but they were representing the type of interest 
that ought not show its head in these legislative Halls. We 
whipped them by exposing them, and if we had the time here 
today to expose them again, we would whip them, notwith- 
standing the gentlemen from Texas, Mr. BLANTON or Mr. 
Langsam. And I might tell you that Mr. Lannam went on 
that junket trip to Europe he spoke of a moment ago in 
referring to the gentleman from New York [Mr. Srrovyicx] 
and had his expenses paid by the Government, but he did 
not tell you that. [Laughter and applause.] 

Mr, LANHAM. Will the gentleman yield? 

Mr. BUSBY. I do not have time to yield. 

Now, I have no interest in the world in this matter, but 
I know their game; and if you knew their game you would 
vote for this resolution. You would not sidetrack it and 
pocket it down in the Department of Justice or the Federal 
Trade Commission or some other department that might 
be controlled by these big-salaried interests. [Applause.] 

The SPEAKER. The time of the gentleman from Missis- 
sippi [Mr. Bussy] has expired. 

Mr. RANSLEY. Mr. Speaker, I yield 3 minutes, the bal- 
ance of my time, to the gentleman from Pennsylvania [Mr. 
RICH]. 

Mr, RICH. Mr. Speaker and Members of the House, I 
have been very much interested during the discussion of 
this rule in regard to the remarks that have been made with 
reference to our colleague from New York [Mr. SIROVICH]. 
I want to say in reference to our colleague from New York 
that I have sat with him on the Committee on Patents and 
Copyrights during the last session of Congress for a month 
or 6 weeks, and I have learned to know that my colleague, 
Dr. Smovics, in the work he is trying to do is honest and 
sincere. I believe absolutely that the gentleman has some- 
thing and knows something that will be vital to the interests 
and welfare of the American people. I think the remarks 
that have been made about him in the Halls of Congress 
today are not the kind of remarks we should make with ref- 
erence to a colleague, because I believe if a proper investi- 
gation of this organization were made, such as we are dis- 
cussing at this time, we would have revelations of unethical 
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business methods that would make some of the other inves- 
tigations very small in the estimation of Members of Con- 
gress. 

I think the amount to be spent should be limited to 
$20,000. I think it will prove to be money well spent by the 
Congress of the United States. It will bring facts to the 
attention of various departments of the Government upon 
which they can take proper action. 

I believe, however, the Members appointed to this com- 
mittee should be charged by the Speaker of the House to 
serve diligently, because there is no reason for a Member to 
be put on a committee if he is not going to give his time 
and attention to the work. 

As I say, I believe this will prove to be money well ex- 
pended, and I hope the House will give consideration to this 
resolution, at least enough consideration to grant the rule 
that the Members may have a chance to discuss it on the 
floor. We have been prohibited from doing too many con- 
structive things—I mean real action and constructive 
legislation. 

Mr. CLARKE of New York. Mr. Speaker, will the gentle- 
man yield? 

Mr. RICH. Mr. Speaker, I believe there is a great lobby 
here. I think it should be exposed, and feel that in exposing 
it we will be doing a lot of good to the American people. 

I now yield to the gentleman from New York. 

Mr. CLARKE of New York. The gentleman himself has 
been on one of these investigating committees, the chairman 
of which was the gentleman from Missouri [Mr. SHANNON]. 
What has that committee accomplished except to spend a 
lot of money? 

Mr. RICH. Committees cannot get legislation out on the 
floor unless it has been authorized by the President of the 
United States, nor will they be able to during this session 
of Congress. The Shannon committee has accomplished a 
great deal, and the members of the committee will do still 
greater service for the $13,500 expended, and if its creation 
has not and will not save the Government millions of 
dollars, then I should say it was not justifiable. It will save 
to the American taxpayer $100,000 for every dollar spent. 

{Here the gavel fell.] 

Mr. SABATH. Mr. Speaker, I yield the balance of my 
time to the gentleman from New York [Mr. O'CONNOR]. 

Mr. O'CONNOR. Mr. Speaker, there is an effort here 
apparently to defeat this measure first by disorder and 
secondly by ridicule. 

I charge, and I shall be glad to support an investigation 
to prove my charges, that there is now lobbying on the 
floor of the House not only by ex-Members of Congress but 
by employees of the House. [Applause.] 

I voted for this resolution in the Rules Committee. I 
am ready to stand by my friend from New York, Dr. 
SrrovicH, and I was shocked to hear that distinguished 
gentleman from Texas [Mr. LANHAM], who, too, has enjoyed 
junkets, using ridicule against such a distinguished Mem- 
ber of our body as the gentleman from New York [Mr. 
Srrovicu]. [Applause.] 

We have seen this lobby working. 

Mr. PARKS. Mr. Speaker, will the gentleman yield? 

Mr. O'CONNOR. I cannot yield; my time is too limited. 

Mr. PARKS. The gentleman has made serious charges 
against ex-Members of Congress and employees of the 
House. 

Mr, MOREHEAD. Will not the gentleman name them? 

Mr. O'CONNOR. We have seen headlines in the maga- 
zines. This is a contest between a lobby and a committee 
of the House. We voted out the second rule because the 
challenge was given to the Rules Committee as to whether 
it is bigger than this lobby. 

This threat was made to us. 

I was not present when the first resolution came up; 
but, when this threat was made that a lobby would thwart 
the will of a committee of the House of Representatives, 
the Rules Committee yoted out ‘this rule we are now con- 
sidering. 
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I think everybody who believes in the integrity of this 
House will vote to adopt this rule. [Applause.] 

[Here the gavel fell.] 

Mr. SABATH. Mr. Speaker, I move the previous question 
on the resolution. 

The previous question was ordered. 

The SPEAKER. The question is on agreeing to the 
resolution. 

Mr. WARREN. Mr. Speaker, on that I ask for the yeas 
and nays. 

The yeas and nays were ordered. 

The question was taken; and there were—yeas 115, nays 
227, answered “ present” 6, not voting 83, as follows: 


[Roll No. 40] 
YEAS—115 

De Priest Kelly, Pa. Pierce 
Andrews, N.Y Dickinson Kenney Pou 
Arens Dingell Kopplemann Ramsay 
Ayers, Mont. Dirksen Kramer Rich 
Beam Doughton Lehr Sabath 
Beedy Dowell Lemke Schulte 
Beiter Duncan, Mo Lesinski Shoemaker 
Berlin Dunn Lloyd Simpson 
Biermann Durgan, Ind. Lozier Sinclair 
Boileau Eicher Lundeen Sirovich 
Boland Faddis McGrath Sisson 
Brennan Fitzpatrick McGugin Snyder 
Brown, Ky. Fuller McKeown 8 
Brown, Mich. Gilchrist McMillan Sutphin 
Burke, Calif, Maloney,Conn. Swank 
Busby Granfield Martin, Colo Taylor, S.C. 
Byrns Griffin Martin, Oreg. Thom 
Cady Hancock, N. O. ead Thurston 
Cannon, Mo. Healey Monaghan 
Carpenter, Nebr. Hildebrandt Muldowney Wearin 
Chase Hill, Ala. Nesbit Weideman 
Church Hill, Samuel B. Norton Werner 
Condon Hughes O'Connell West, Ohio 
Connery Jacobsen O'Connor White 
Connolly Jenckes O'Malley Willford 
Corning Johnson, Minn. Oliver, N.Y. Withrow 
Crowe Kee Parsons Wood, Mo 
Crowther Keller Peavey Zioncheck 
Cummings Kelly, II. Perkins 

NAYS—-227 

Adair Dear Imhof Peyser 
Allen Deen Jenkins Polk 
Andrew, Mass. Delaney Johnson, Okla. Powers 
Arnold DeRouen Johnson, Tex. Prall 
Ayres, Kans. Dies Johnson, W.Va. 
Bacharach Disney Jones Randolph 
Bacon Ditter Rankin 
Bailey Dobbins Kennedy, Md. Ransley 
Bakewell Dockweller Kerr Rayburn 
Black Dondero Kinzer Reece 
Blanchard Douglass Kleberg Richards 
Bland Doxey Eloeb Richardson 
Blanton Drewry Robertson 
Bloom Eagle Knutson Robinson 
Bolton Eaton Koclalkowski Rogers, Mass, 
Boylan Edmonds Kvale Rogers, N.H. 
Britten Elizey, Miss. Lambertson Rogers, Okla. 
Brumm Eltse, Calif, Lambeth Rudd 
Brunner Englebright Ruffin 
Buchanan Evans Larrabee Sadowski 
Buck Farley Lindsay Sanders 
Bulwinkie Fernandez Luce Sandlin 
Burch Fitzgibbons Ludlow Schaefer 
Burke, Nebr. Flannagan McClintic Schuetz 
Burnham Pletcher McCormack Scrugham 
Caldwell Focht McFarlane Sears 
Carden Ford McLean Secrest 
Carley Foss McReynolds Shallenberger 
Carpenter, Kans. Gambrill Major Smith, Wash, 
Carter, Wyo. Gasque Mansfield Spence 
Cartwright Gavagan Mapes Stalker 
Cary Gibson Marland Strong, Tex. 
Castellow Gillespie May Stubbs 
Cavicchia Gillette Merritt Sweeney 
Chapman Glover Millard Swick 
Christianson Goldsborough Miller Taber 
Clark, N.C Gray Tarver 
Clarke, N.Y. Green Mitchell Taylor, Colo. 
Cochran, Gregory Moran Taylor, Tenn. 
Cochran, Pa. Guyer Morehead Terrell 
Coffin Hamilton Mott Thomason, Tex. 
Colden Hancock, N.Y. Murdock Thompson, Il. 
Cole Musselwhite 
Collins, Calif. O'Brien Tobey 
Collins, Miss Henney Oliver, Ala Traeger 
Colmer Owen Turner 
Cooper, Tenn. Hill, Knute Palmisano Turpin 
Crosby Hollister Parker, Ga. Umstead 
Cross Holmes Parker, N.Y Utterback 
Culkin Hooper Parks Vinson, Ga. 
Cullen Hope Patman Vinson, Ky 
Darden Howard Peterson Wallgren 
Darrow Huddleston Pettengill Walter 


Warren Whitley Wilson Woodruff 
Weaver Whittington Wolcott Woodrum 
Welch Wigglesworth Wolfenden Young 
West, Tex. Wilcox Wood, Ga. 
ANSWERED “PRESENT "—6 

Adams Cox Martin, Mass. Wolverton 
Celler Hart 

NOT VOTING—83 
Abernethy Duffey Kurtz Reid, Til. 
Almon Fiesinger Lamneck Reilly 
Auf der Heide Fish Lanzetta Romjue 
Bankhead Foulkes Lea, Calif. Seger 
Beck Lee, Mo. Shannon 
Boehne Fulmer Lehlbach Smith, Va. 
Brand Gifford Lewis, Colo. Smith, W.Va. 
Brooks Goss Lewis, Md. Snell 
Browning Greenwood McCarthy Somers, N.Y. 
Buckbee Griswold McDuffie Stokes 
Cannon, Wis. Haines McFadden Strong, Pa. 
Carter, Calif. Harlan Studley 
Chavez Hartley McSwain Sullivan 
Claiborne Higgins Maloncy, La. Sumners, Tex. 
Cooper, Ohio Hoeppel Treadway 
Cravens Hoidale Meeks Underwood 
Crosser Hornor Montague Wadsworth 
Crump James Montet Waldron 
Dickstein Jeffers Moynihan Watson 
Doutrich Kemp Ragon Williams 
Driver Kennedy, N.Y. Reed, N.Y. 


So the resolution was rejected. 
The Clerk announced the following pairs: 


On this vote: 
Mr. Martin of Massachusetts (for) with Mr. Snell (against). 
Mrs. McCarthy (for) with Mr. Treadway ( ` 


Until further notice: 


Bankhead with Mr. Wadsworth. 
Abernethy with Mr. Marshall. 
Underwood with Mr. Kurtz. 

Lanzetta with Mr. Cooper of Ohio. 
Crosser with Mr. Doutrich. 

Boehne with Mr. Buckbee. 

Claiborne with Mr. Fish. 

Driver with Mr. McFadden. 

Sullivan with Mr. Seger. 

Maloney of Louisiana with Mr. Waldron. 
Crump with Mr, Higgins. 

Lewis of Maryland with Mr. Gifford. 
Dickstein with Mr. James. 

Sumners of Texas with Mr. Reed of New York. 
Ragon with Mr. Strong of Pennsylvania. 
Lamneck with Mr. Moynihan. 

Chavez with Mr. Hartley. 

Greenwood with Mr. Lehlbach. 

Kennedy of New York with Mr. McLeod. 
McSwain with Mr. Reid of Illinois. 
Almon with Mr. Stokes, 

Harlan with Mr. Lee of Missouri. 

Auf der Heide with Mr. Cannon of Wisconsin. 
Williams with Mr. Meeks. 

Griswold with Mr. Duffey. 

Fiesinger with Mr. Hoeppel. 

Smith of Virginia with Mr. Foulkes, 
Haines with Mr. Hoidale. 

Montet with Mr. Brooks. 

Kemp with Mr. Hornor. 

Fulmer with Mr. Romjue. 

Reilly with Mr, Shannon. 

Smith of West Virginia with Mr. Brand. 
Browning with Mr. Montague. 

Somers of New York with Mr. Jeffers. 
Lea of California with Mr. Lewis of Colorado. 


Mr. MARTIN of Massachusetts. Mr. Speaker, on this 
roll call I voted “aye.” I have a pair with the gentleman 
from New York, Mr. SNELL. If he were present, he would 
vote “no.” I therefore withdraw my vote of “aye” and 
answer present. 

The result of the vote was announced as above recorded. 

On motion of Mr. Warren and Mr. BLANTON, a motion to 
reconsider the vote by which the resolution was rejected, 
was laid on the table. 

Mr. WARREN. Mr. Speaker, I ask unanimous consent 
that House resolution (H.Res. 95) be laid on the table. 

Mr. O'CONNOR. Mr. Speaker, I object. 

Mr. CLARKE of New York. Mr. Speaker, during the roll 
call on the independent offices bill I was meeting with the 
National Forest Conservation Commission. Had I been 
here I would have voted “ no.” 

A PRIZE TRIBUTE TO MOTHER 


Mr. CELLER. Mr. Speaker, I ask unanimous consent 
that our colleague, the gentleman from New York IMr. 
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CULLEN], may extend his remarks in the Rrcorp by insert- 
ing therein a brief statement of one of his constituents on 
Mother’s Day. 

The SPEAKER. Is there objection? 

There was no objection. 

Mr. CULLEN. Mr. Speaker, under the leave to extend my 
remarks in the Recor», I include the following article con- 
taining the prize-winning essay of Esther Elwofsky, of 
Brooklyn, N.Y., winning the prize awarded by the Mother’s 
Day Committee of the Golden Rule Foundation: , 

Youngest of a family of seven girls and a boy, younger than 
most of her classmates, and an honor student, 14-year-old Esther 
Elwofsky achieves a new distinction. And that by putting down 
in a few simple words all that she feels for her mother. 

Esther is a Brooklyn high school girl, the daughter of Mrs. 
Pauline Elwofsky. With more than 600 other children she par- 
ticipated in a Nation-wide contest for prizes awarded by the 
Mother's Day committee of the Golden Rule Foundation. The 
children’s tokens consist of prose, poetry, and song, Esther's is 
in prose, in just four paragraphs, in which she compresses all that 
others have taken volumes to express. Her tribute won the first 
prize, $50, offered by Mrs. Frank Presbrey, vice chairman of the 
Mother’s Day committee. It was presented at the Lincoln Build- 
ing, headquarters of the foundation, in New York City, by Charles 
H. Tuttle, acting chairman of the board of trustees of the founda- 
tion. 

Here is Esther's tribute as it is quoted in the Times: 


“ MOTHER'S DAY 


“One day in the year set aside for mothers—how strange a 
custom! Like setting one day aside to grasp the beauty of the 
sun, the moon, the stars—all the lovely, natural things that bring 
warmth, light, comfort. 

Many times I have longed to set my thoughts down upon paper. 
Not in the flowery language of greeting cards but in the simple 
language of love. I write the words, ‘Dear Mother —lovely ten- 
der words—and grow silent beneath the weight of thoughts and 
memories that, lying buried like precious jewels beneath the dust 
of years, arise clear and glowing in my mind. 

“Impossible to describe the homely beauty of these thoughts: 
Warm kitchen filled with the scent of bread; sunlight dappling a 
clean white cloth, touching the rosy apples in their copper bowl; 
tender memories of loving acts and dreary tasks done smilingly 
while the sun shone and the years marched swiftly past, and 
youth, perhaps secretly mourned, passed with it, 

“How describe the broad, deep-bosomed earth, symbol of ma- 
ternity—awakening in the spring of the year, lying fruitful be- 
neath the summer sun, resting from its labors in the autumn and 
dreaming peacefully wrapt in snowy mantle? Dwelling upon these 
thoughts, we hear borne strong on the wind the galloping hoofs of 
Time astride the ceaseless cycles of the years, drawing nearer and 
nearer. Then caught by a vague fear, we say or we think or 
we write, Dear Mother ’,” 


HOUSE RESOLUTION 121 


Mr. BEAM. Mr. Speaker, I ask unanimous consent to 
extend my remarks in the Recorp on House Resolution 121. 

The SPEAKER. Is there objection to the request of the 
gentleman from Illinois? 

There was no objection. 


Mr. BEAM. Mr. Speaker, I am supporting this resolution 
for the reason I believe the welfare of the industry and the 
security of the public demand such a congressional investi- 
gation as herein proposed. Of all industries not classed as 
public utilities or of a strictly governmental nature, none 
exercises a greater influence or has a more drastic effect 
upon the minds and hearts of our people than does the 
motion-picture industry in the United States. 

It has in its power the instrumentality of appealing to the 
sentiments of our nature. It has the means of molding pub- 
lic opinion by the tremendous influence it exerts upon the 
people of our country. By dramatizing events, imprints are 
left upon the public minds; whether these impressions are 
for good or evil is determined largely upon the end they 
desire to attain. 

Throughout the Nation a cry has arisen for a congres- 
sional investigation of this great industry, and only a con- 
gressional committee has the power to undertake such a 
far-reaching task as an undertaking of this kind will entail. 

I am not concerned here with the class or character of 
entertainment which is produced. This is the responsibility 
of our municipal and State censor bureaus chiefly; but I 
am concerned, and so is every Member of this House, in what 
has become of the hundreds of millions of dollars of worth- 
less stocks and securities which have been fed through this 
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great instrumentality of convietion and persuasion—“ the 
screen "—to an unsuspecting and trusting public. 

I am interested to disclose why a few men in this industry 
receive such unwarranted and fabulous salaries, ranging 
from $150,000 to $800,000 annually, in addition to having 
various forms of gratuities voted to themselves, to the deiri- 
ment of hundreds of thousands of investors of their worthless 
securities. 

I am concerned in bringing to the forefront that system 
of high finance which has existed for a great number of 
years between certain banking institutions of the United 
States and a few of these men who control the motion- 
picture industry in this country. 

I believe the Membership of this House and the people of 
the United States should know by what means and for what 
particular purposes these interorganizations and intercorpo- 
rations or subsidiary corporations, such as the Paramount- 
Publix Corporation; Paramount Pictures Corporation; Para- 
mount Distributing Corporation; Paramount Pictures Dis- 
tributing Co., Inc.; and the Paramount International Cor- 
poration, are formulated. I am anxious to have the search- 
light of truth disclose some of the workings of these 
interlocking corporations to bring to light the alliance be- 
tween the promotional schemes and the banking cooperation 
which they receive. 

I want to know whether the antitrust laws of the United 
States have been violated by the practices in which they 
have heretofore engaged and indulged and if that same 
cloak of immunity which has assiduously guarded their 
activities during the last 10 years is still present and strong 
enough to prevent the searchlight of truth to pierce its 
sacred precincts. 

I believe the Membership of this House and the people of 
the United States should have some information as to the 
inner workings of an industry which so vitally effects and 
influences our industrial and cultural life. 

I want to ascertain some of the methods employed by this 
so-called “all-powerful trust.“ The receipts from the 
showing of motion pictures, I am adyised, approximate 
$1,600,000 a day, or approximately $600,000,000 a year. I 
believe we are interested in finding out what becomes of this 
enormous intake of money, as only driblets reach the bond- 
holders and stockholders of motion-picture corporations and 
the rank and file of American citizens, who provide the 
actual cash for the operation of the industry. 

I believe it is highly significant for us to ascertain 
whether or not there have been any infractions of the anti- 
trust law by the system of block booking or protection in 
the distribution and exhibition of pictures classed as “ fea- 
tures”, to the detriment of thousands of independent ex- 
hibitors, which this giant monopoly has attempted to crush 
or destroy, to the detriment of the masses of the people of 
the United States. 

I am of the opinion that the American Congress should 
know, and through them the citizens of our country should 
be informed, that that same all-powerful influence has 
successfully thwarted and stifled any attempt to investigate 
the motion-picture industry for the last 10 years. I, for one, 
want to know if that cloak of immunity from any congres- 
sional inquisition is still existing, is still an integral part of 
this Government, and under that mantle of defiance and 
security can still persist in their nefarious practices, which 
have brought ruin to so many of the citizens of our country. 

Members of the House, this resolution should be passed 
unanimously. The mandate should issue from this Chamber 
that a few motion-picture executives or any combination of 
men are not powerful or influential enough to prevent the 
Congress of the United States from turning the searchlight 
of scrutiny upon their deeds and practices, to the end and 
to the purpose of safeguarding the citizens of this country 
and the future welfare and security of this great industry. 

Mr. DOXEY. Mr. Speaker, like my friend, the gentleman 
from New York [Mr. CLARKE], I was meeting with the 
National Forest Conservation Commission this morning and 
Was unavoidably absent when the vote was taken on the 
independent offices bill If I had been present, I would 
have voted “ aye.” 
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EXTRAVAGANCE IN THE PURCHASE OF MOTOR TRUCKS 


Mr. MEAD. Mr. Speaker, I ask unanimous consent to 
extend my remarks in the Recorp on the purchase of trucks 
by the Post Office Department. 

The SPEAKER, Is there objection. 

There was no objection. 

Mr, MEAD. Mr. Speaker, our Committee on the Post 
Office and Post Roads, authorized to investigate expenditures 
of the Post Office Department in accordance with H.Res. 226, 
considered among other items the purchase of motor trucks 
for the use of the Post Office Department. 

Hearings in this connection were held on Friday, July 8, 
1932, at the committee rooms in the House Office Building, 
and representatives of a number of leading automotive 
manufacturing concerns presented their views to the com- 
mittee. 

Much of the criticism offered at the hearings by the wit- 
nesses was directed against the specification requirements 
and the general method of procedure adopted by the Depart- 
ment in awarding contracts to the successful bidder. It 
was pointed out very clearly that the present methods were 
discriminatory and resulted in increased cost to the Depart- 
ment. 

The specifications as prepared prevent the offering of 
current production trucks and make it incumbent upon the 
bidding company to design a specially constructed truck, 
using parts and accessories which in may cases are obsolete 
and difficult to obtain. 

Another complaint registered rather emphatically was to 
the effect that the bidding companies were given no oppor- 
tunity whatsoever to prove that their product met with the 
Department’s requirements, and that the elimination of 
designs which were held to be contrary to the Department’s 
specifications and the award to the successful bidder usually 
took place at the same time. This procedure limits the 
number of bidders and gives the unsuccessful concerns no 
opportunity to prove their claims. 

We were informed that considerable saving would result 
to the Government if all the companies desiring to bid 
were given a reasonable amount of time to prove that their 
product met with the Department specifications, and that 
keeping this information secret until the award was made 
public was bad business practice. 

Information was also given to our committee to the effect 
that economy would result from the purchase of standard, 
current-production trucks, parts for which could be made 
available at lower costs at any time and without the delay 
which results from the present practice of specifying obso- 
lete or out-of-production parts and accessories. 

The procedure practiced by the Department in the past is 
not in keeping with the provisions of section 3709, Revised 
Statutes. If this law were followed, it would result in in- 
creasing the number of competing bidders and in securing 
lower cost to the Government. 

Probably one of the most important subjects in Govern- 
ment contracting is that concerning section 3709, Revised 
Statutes, which requires that all purchases and contracts for 
supplies in any of the departments of the Government, 
except for personal services and except in cases of emergen- 
cies, shall be made after advertising a sufficient time pre- 
viously respecting same. It has been frequently held by the 
courts and by the accounting officers of the United States 
that the provisions of the statute are designed to give all 
manufacturers, dealers, and so forth, equal right to compete 
for Government business, secure for the Government the 
benefits which flow from competition, to prevent unjust 
favoritism by representatives of the Government in making 
purchases on public account, and to prevent collusion and 
fraud in procuring supplies and letting contracts, 

During the recent hearings before the committee there 
was brought to the attention of the committee a situation 
with reference to the purchase of automobiles by the Post 
Office Department as well as other departments of the Gov- 
ernment, it appearing that the provisions of section 3709, 
Revised Statutes, had not been complied with in that the 
specifications were drawn with reference to a particular 
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make or to contain nonessential details not shown to have 
anything to do with the needs of the United States and that 
award was made to other than the lowest bidder without 
lawful reason therefor, 

As an example of the situation prevailing in the Post 
Office Department, your attention is invited to certain pur- 
chases made during the past year. It appears that under 
date of May 5, 1932, bids were requested by the Post Office 
Department for the furnishing of 275 trucks of gross-load 
capacity of not less than 8,000 pounds, opening of May 27, 
1932; 160 trucks of gross-load carrying capacity of not less 
than 12,000 pounds, opening of May 27, 1932; 300 trucks of 
a gross-load capacity of not less than 5,200 pounds, opening 
of June 2, 1932. 

After the respective bids had been opened, they were re- 
ferred to a committee of the Post Office Department, which 
was represented to consist of experts on the purchase of 
automotive equipment. The several bids were given con- 
sideration by the said committee, and as a result thereof 
recommendations were submitted as to whom the award 
was to be made, the higher bid being recommended for ac- 
ceptance in each instance. There was filed in the office of 
the Comptroller General of the United States some 5 or 6 
formal protests with reference to the proposed award; but 
notwithtsanding this and the fact that award had been 
made to a higher bidder in each instance, the Postmaster 
General disregarded the advices of the Comptroller General 
to the effect that the representations made in the respective 
protests were such that no appropriated moneys were avail- 
able to make payments pending disposition of the protest, 
and notwithstanding the fact that the matter was pending 
before a committee of the Congress, the Postmaster General 
ordered delivery to be made, and delivery was accepted, 
thereby obligating the United States to make payment on 
the basis of a quantum valebat, regardless of the shown 
irregularities in the rejection of the lower bids. 

It was subsequently shown that the specifications were dis- 
criminatory and unduly restrictive, permitting only a few 
preferred competitors to qualify. In fact, one of the largest 
manufacturers in the United States—General Motors Cor- 
poration—could not bid on its standard model but was forced, 
because of the restrictive features of the specifications, to 
bid on a model in a higher price range which increased its 
price to the point where it could not bid competitively. The 
specifications were shown to be at variance with what the 
trade considered accepted manufacturing practice, although 
the operating requirements of the Post Office Department 
are no severer than ordinary commercial usage; that is 
transportation of mail in most cases over paved streets and 
highways, An examination of the specifications disclosed 
that they were inconsistent and contradictory. Maximum 
and minimum limitations were placed on engine displace- 
ment, which is a physical measurement only and has only 
a relative bearing on the amount of power the engine will 
produce. 

The specifications covering the chassis frame were highly 
restrictive, exact dimensions were given covering depth, 
width, and thickness, with very close maximum and min- 
imum tolerances. This disqualified frames which were actu- 
ally larger and stronger than the specifications require, and 
it is singular to note that certain preferred manufacturers 
produced frames within the dimensional limits so specified. 
This in spite of the claim made by the Post Office Depart- 
ment that the frame was special to all bidders. The pre- 
ferred manufacturers could produce frames of the special 
material called for, utilizing their existing dies, whereas 
other bidders, including some of the large manufacturers in 
the United States, were forced to new dies, the cost of which 
is shown to run into thousands of dollars, thereby prevent- 
ing competition. 

The nature of the unduly restrictive clauses in the specifi- 
cations accompanying the bids in this instance justifies the 
conclusion that the Post Office Department was apparently 
unwilling to accept motor-vehicle designs which represented 
the opinion of the large majority of automotive engineers. 
This in spite of the fact that such designs have been ac- 
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cepted by commercial users at large and by other govern- 
mental departments, such as the Navy Department, Forest 
Service, and so forth, whose requirements in most cases 
would appear to be far more exacting than the requirements 
of the Post Office Department. 

Your particular attention is invited to the request for 
bids on the 300 trucks in the 5,200-pound class. In that 
case the bid of the Studebaker Corporation of America was 
rejected and the higher bid of the International Harvester 
Co. was accepted; the principal reason for the rejection of 
the lower bid being that the steering gear on the truck 
offered by the Studebaker Co. was not adequate, this not- 
withstanding the fact that on numerous occasions before 
award had been made the Studebaker Co. with its re- 
sources and 80 years experience guaranteed that the steer- 
ing gear was adequate and conformed to the specifications 
and would give bond for the satisfactory performance 
thereof. As a result of the rejection of the Studebaker Co.’s 
bid the United States was compelled to pay some $38,000 
more for trucks not shown to be of any better construction 
or any different from those of the lowest bidder. 

In a recent purchase made by the Panama Canal the lower 
bid was rejected because the trucks so offered by the low 
bidder did not have pressure-feed lubrication to the piston 
pins. This notwithstanding the fact that trucks not 
equipped with pressure-feed lubrication to the piston pins 
were shown to be in extensive use by various Government 
departments as well as the District of Columbia and appar- 
ently giving satisfaction. The Panama Canal, in justifica- 
tion of its apparent disregard of the provisions of section 
3709, Revised Statutes, stated that the trucks were not to 
be used for ordinary transportation purposes but for the 
purpose of constructing and repairing overhead and under- 
ground transmission lines and over wide areas and through 
jungles, over rough roads and cut trails where no road 
exists. It is singular to note, however, that there was noth- 
ing in the specifications that advised prospective bidders 
that the trucks were to be used for other than the ordinary 
hauling, and there was thus a failure to show such need of 
the United States and as had been pointed out in decisions 
of the Comptroller General of the United States that the 
provisions of section 3709, Revised Statutes, made it an 
administrative duty to specify the needs to support an ex- 
penditure of public moneys. It is not conceivable that the 
needs of the Panama Canal with respect to a truck differ in 
any respect from the needs of other departments of the Gov- 
ernment who also use trucks in repairing transmission lines, 
and so forth. Furthermore, it would seem absurd to con- 
tend that the conditions under which the trucks were to be 
used or the areas to be covered are such that only a truck 
equipped with pressure-feed lubrication to the piston pins 
will answer the needs. 

It is interesting to note in connection with the rejection 
of the low bidder in this case, Federal Motor Truck Co., 
offering a truck for the sum of $1,908.90 meeting the essen- 
tial requirements of the specifications, but not including 
pressure-feed lubrication to the piston pins, that at one 
time the Panama Canal used the specifications of the Fed- 
eral Motor Truck Co.—the rejected bidder here—as a stand- 
ard in its advertisement for trucks, and the specifications of 
the said trucks were incorporated into and made a part of 
the advertisement for bids; and that a protest was filed 
with the Comptroller General of the United States by the 
Autocar Sales & Service Co.—successful bidder here 
against the use thereof, and in reporting to the Comptroller 
General with respect thereto the general purchasing officer 
of the Panama Canal stated in his letter of February 27, 
1926, in part, as follows: 

This circular also contained the standard provision hereinbefore 
quoted on page 2 of this letter, and bids were in fact received from 
three companies other than the Federal Motor Truck Co., to whom 
award was made. The specifications of the lower-priced trucks 


offered varied from the specifications in essential points, and, 
therefore, were not satisfactory for the service required. 


The disinterested effort of the Autocar Sales & Service Co. to 
improve Government procedure for purchasing motor trucks is 
uly appreciated, but this office is unable to see wherein the pres- 
ent procedure of the Panama urchases 


Canal for such p is unsound 
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in business principle or in any way prejudicial to the best interests 
of the Government. 

The Panama Canal was very properly advised by the 
Comptroller General in his decision of March 9, 1926 (5 
Comp. Gen. 712), that the methods must be corrected so 
that bids be not asked under specifications so drawn as to 
limit competition. 

In a more recent case the Department of the Interior en- 
tered into a contract with the Ford Motor Co. in February 
1933 for the furnishing of a 2-door 5-passenger automobile, 
the low bid of the Continental Automobile Co. being rejected 
because the spare tire was mounted in the rear instead of in 
a right front fender well as specified. In other words, the 
low bid conformed in every respect to the advertised specifi- 
cations except that the spare tire was mounted on the rear 
instead of the right front fender well. I assume that it 
would not be seriously contended by anyone that an auto- 
mobile conforming in every respect to the advertised specifi- 
cations except location of spare tire would not answer the 
needs of the United States for ordinary transportation pur- 
poses. The procedure followed in this case justifies but one 
conclusion, and that is the desire of the contracting officer 
to purchase a particular make regardless of automobiles 
offered by others and at a lower price and conforming to the 
essential requirements of the specifications. 

There was at one time a tendency on the part of the vari- 
ous establishments of the Government to standardize on 
automotive equipment, particularly the War Department. 
Originally the War Department stated that the Dodge auto- 
mobile would best meet the needs of the service, and it was 
adopted as the standard and approved type of motor vehicle 
for the Army, and purchases were made accordingly for the 
fiscal year 1925. Next year the Chevrolet was adopted by 
the War Department as the only automobile that would sat- 
isfactorily meet its need. Recommendation was also made 
by the War Department for the purchase of a Willys-Knight 
car, with the result that we find the War Department urging 
standardization of a particular make of car because of 
military necessity and at the same time either purchasing or 
recommending the purchase of different makes—Dodge, 
Chevrolet, and Willys-Knight cars—and to add to this con- 
fusion of standardization the War Department subsequently 
purchased a Chrysler touring car and Chrysler sedan and 
more recently Ford cars. I am informed, however, that this 
situation has been somewhat corrected, and there is not the 
desire, or at least the War Department is not known to be 
now attempting, to standardize on one particular make of 
automobile. 

In connection with the drawing of the specifications to 
accompany the request for bids the Comptroller General of 
the United States has on numerous occasions stated clearly 
and concisely the conditions that should govern the sub- 
stance, being that under existing laws governing purchase 
of equipment for the Government the controlling element is 
the job to be done, the work necessary to be accomplished. 
The request for bids must fairly reflect the needs through 
specifications or otherwise, and the equipment to be had at 
the lowest price that will serve to do the job is that author- 
ized to be purchased at the public expense. If the need be 
of an extraordinary nature as distinguished from the usual 
so as to require unusual equipment, the true nature of the 
need should be fully disclosed so that all who wish to bid 
may be informed but the specifying of minor details having 
nothing to do with the need may only be viewed as an 
attempt to limit competition and circumvent the law. The 
fact that manufacturers put out certain makes does not 
necessarily mean that they would not bid upon specifications 
open to all and not descriptive of a particular make or 
manufacture. 

The various motor-vehicle manufacturers and stockhold- 
ers have an interest in doing business with the Government. 
They have a right to stand or fall on such business by the 
superiority of their product rather than by favoritism of a 
purchasing officer or predilection of that purchasing officer 
for some particular make of car. The American people 
through Congress have an interest in keeping expenditures 
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to a minimum and preventing favoritism, waste, and ex- 
travagance in the expenditure of public funds. In conclu- 
sion, permit me to state that the procedure followed by the 
Post Office Department in awarding the contracts in ques- 
tion, as well as the other cases referred to, is but illustra- 
tive as to why there exists so much dissatisfaction among 
bidders and why numerous complaints are being filed in 
the office of the Comptroller General of the United States; it 
cannot be seriously contended that such procedure as was 
followed in the cases referred to is in the interest of the 
United States or fair to competitive bidders, nor does it 
comply with the decision of the Supreme Court of the United 
States in the case of the United States y. Purcell Envelope 
Co. (249 U.S. 313) to the effect “ that the Government should 
be animated by a justice as anxious to consider the rights 
of the bidder as to insist upon its own.” It can but seem to 
cast doubt on the integrity of the purchasing officers of the 
United States, eliminate competition to the prejudice of the 
Government and competing bidders. Furthermore, such re- 
strictive specifications with a limited number of qualified 
bidders result in increased cost to the Government at a time 
when economy in Government expenditures is of paramount 
importance, 
A PLAN SUGGESTED TO OUR COMMITTEE 

The attention of the Committee on the Post Office and 
Post Roads has been called to the methods used by the Post 
Office Department in purchasing motor trucks for the De- 
partment, and there seems to be a feeling that these selec- 
tions are made too near the end of the fiscal year to give 
the Department sufficient opportunity to snvestizate fully 
the merits of the individual bids. 

Believing that the Department at the beginning of each 
fiscal year has a general conception of its motor-truck re- 
quirements, it is respectfully suggested that, instead of 
waiting until the end of the year, specifications be drawn 
and bids requested early in the year, to permit of a proper 
review of all the bids and give manufacturers an opportunity 
to submit claims to support their bids, should they so desire. 

Knowing that there may arise some question as to the 
exact amount of money available for this purpose, and in 
order also that the Department’s needs may be met in the 
event the original order falls short of actual requirements, 
it is further suggested that the specifications contain a pro- 
viso that a small percentage of additional motor trucks may 
be purchased at any time during the fiscal year at the same 
contract price. 

In addition to giving the bidders ample opportunity to 
lay their claims before the Department, it is believed that 
this method would permit of a longer period of time in 
which to make deliveries, which, in turn, would enable the 
contractor to schedule production in a way that would help 
to keep down the costs, giving the Government advantage 
of a lower price, and stabilize employment by retaining the 
employees over a longer period. 

MOTOR-TRUCK SUGGESTIONS SUBMITTED TO THE COMMITTEE ON THE 
POST OFFICE AND POST ROADS 


The White Co., Cleveland Ohio: A classification plan, based on 
type of service, operating conditions, etc. Under this plan the 
manufacturer must establish and prove his qualifications before 
being permitted to bid. 

Kenworth Motor Truck Corporation, Seattle, Wash.: Entire 
quantity on which bids are requested is so high as to eliminate 
90 percent of the truck companies from bidding. Local manu- 
facturers should be permitted to bid. The motor-truck business 
is very much of a local business. The conditions met in each 
district are handled by the truck manufacturer, and you will not 
find the same standardization in the manufacture of trucks as 
you will find in the manufacture of cars. 

Continental Motors Co tion, Detroit, Mich.: A general speci- 
fication covering the gasoline engine should suffice when dealing 
with reputable gas engine and truck manufacturers. Depart- 
ment’s rigid standards calling for certain lubrication features 
in the engine as well as horsepower and torque output at a given 
speed entail changes in design and prevent manufacturer from 
bidding because the engine is not in strict accordance with 
descriptive literature previously published. 

Moreland Motor Truck Co., Los Angeles, Calif.: Pacific coast 
manufacturers prevented from bidding because specifications re- 
quire bidder to bid on all of the order and to be able to provide 
service at each one of the cities where the trucks are used. 
Local conditions are best met by local manufacturers, and Pacific 
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coast manufacturers would like to be permitted to bid on trucks 
for use in that territory. 

Brockway Motor Co., Inc., Cortland, N.Y.: A reputable builder 
who meets every major specification should not be rejected be- 
cause he does not use in his standard lines certain design features, 
such as special wrist-pin lubrication, unless he has in advance 
an opportunity to decide whether or not such a special feature 
should be incorporated in his standard line. 

Federal Motor Truck Co., Detroit, Mich.: Specifications should be 
drawn so that all truck manufacturers may bid. 

Fargo Motor Corporation, Detroit, Mich.: Specifications are too 
restrictive. 

Theurer Wagon Works, Inc., North Bergen, N.J.: Business placed 
by the Government for these units would benefit the citizens of 
each locality if such bodies were to be built in the location in 
which they were to be used in the distribution of Government 
mail. It would be necessary to take into account the existing 
wage scale prevailing in such communities. 

Superior Body Co., Lima, Ohio: Specifications are written with 
the assistance of outside engineers and the scope of purchasing is 
limited to a few manufacturers. General welfare of the country 
involved. Because of some of the prices paid for material, labor 
has received the lowest hourly rate in many years, and companies 
have been driven to the verge of bankruptcy. Competitors are 
farced, or feel they are forced, to make prices which crush both 
labor and material. 

The Autocar Sales & Service Co., Washington, D.C.: Considera- 
tion should be given in the preparation of specifications to vehicles 
which will give the most continuous, uninterrupted service, cou- 
pled with the most economical operation, taking into consideration 
the original purchase price and the cost of operation spread over 
the life of the vehicle. 

York-Hoover Body Corporation, York, Pa.: Awards on bids which 
are based on delivered cost at destination should be figured from 
official tariff rates and not on special concessions. Bidder should 
have right to have comparative figures to check up his bid against 
the figures which determined the award to the successful bidder, 

Rex-Watson Corporation, Canastota, N.Y.: Unfair competition 
in the motor-truck body awards should be eliminated. Depart- 
ment might make up bills of material and estimated costs of 
the bodies involved at each letting, to be used as a guide in 
determining the lowest responsible bidder. If a bid is found to 
be considerably under the estimated costs as well as lower than 
a majority of the bids offered, an investigation should be made, 
and the Department reasonably satisfied that the contract if 
awarded would be completed and in accordance with plans and 
specifications. 

Indiana Motors Corporation, Marion, Ind.: The specifications 
each year have been changed around to indicate a desire for one 
specific vehicle. This procedure precludes competitive bidding. 
The specifications should be written to define a truck to haul a 
certain pay load, to give the required performance under test, 
and be entirely free from all the identifying marks of one specific 
make and model. The committee on awards should be the post 
office inspectors, and to them should be furnished for technical 
advice and automotive counsel an engineer from the Department 
of Standards. 

Spillman Engineering Corporation, North Tonawanda, N.Y.: 
Advocates a definite minimum scale of wages, such as the high- 
way department has adopted in New York State by specifying 
that a minimum labor rate of 40 cents should be paid. 

General Motors Truck Co., Pontiac, Mich.: Cites work of the 
Federal Specification Board and suggests that the Department 
adopt these specifications in their final form, employing the 
“evaluation” idea of these specifications, which considers the 
responsibility of the manufacturer and his ability to meet re- 
quirements, past performance of product, service facilities, price 
of repair parts, and many other items in addition to the me- 
chanical details of his product. After advertising for bids the 
Department should designate a period, starting 7 to 10 days after 
issuance and continuing for 7 to 10 days, during which manufac- 
turers may submit specifications on the model they believe will 
meet requirements and on which they would elect to bid. Dur- 
ing this period the Department should be required to certify that 
Such models will or will not be acceptable. Should there be a 
difference of opinion between the manufacturer and the Depart- 
ment regarding the interpretation of the specifications with regard 
to the manufacturer’s design or product, the matter should be 
referred to some central governing board, such as the Federal 
Specification Board. 

The Mifflinburg Body Co., Mifflinburg, Pa.: In awarding contracts 
the financial responsibility of the bidder should be taken into con- 
sideration. Irresponsible concerns often make such bids as to 
make it impossible for a financially responsible firm to compete. 
Government should discourage unsound low bids. 

Diamond T Motor Car Co., Chicago, II.: It would be a very de- 
sirable thing if it were possible to standardize on a certain num- 
ber of makes of trucks, allocating certain sections of the country 
to those manufacturers who geographically are best able to take 
care of that cular territory. This plan has been worked suc- 
cessfully wi large privately owned corporations. 

The Corbitt Co., Henderson, N.C.: Each and every bidder should 
be notified in writing of the reasons for rejection of his submis- 
sion a reasonable length of time prior to the issuance of any noti- 
fication of award to any other bidder for such action as each bid- 
der might desire to take, 
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Pioneer Auto Works, Tacoma, Wash.: Awards should be made, 
as far as possible, to manufacturers in the district wherein this 
equipment is to be used. 

It cannot be contended that the purchase of standard, 
current-production motor trucks will result in increased cost 
to the Government because of the necessity of purchasing 
standard parts for replacements when necessary. This 
matter is covered in an act approved June 30, 1930, which 
reads as follows: 

[Pusiic—No. 486—7l1sr ConcreEss] 
HR. 12285] 


An act to authorize the Postmaster General to purchase motore 
truck parts from the truck manufacturer 


Be it enacted, etc., That whenever motor-truck parts are needed 
by the Post Office Department in the operation of motor trucks, 
the Postmaster General is hereby authorized to enter into agree- 
ments with truck manufacturers for the purchase of such truck 
parts at a price not exceeding the truck manufacturer’s list price, 
less regular discounts, without advertising under such arrange- 
ments as in the opinion of the Postmaster General will be most 
advantageous to the Government. 

Approved, June 30, 1930. 

Our committee has been furnished by the Comptroller 
General's Office with abstracts of bids received for the fur- 
nishing of automobile-truck chassis to the Post Office De- 
partment, showing that the award was made in favor of the 
company that was actually the highest bidder but who 
succeeded for the reason that the lower bidders were elimi- 
nated on the grounds that their product did not conform to 
the specifications. 

It may be possible for the Department to secure lower 
estimates by advertising for standard, current-production 
trucks and to purchase replacements or parts in accordance 
with the act of June 30, 1930, or to give every responsible 
bidder an opportunity to prove that his product conforms 
with the specifications. 

Under existing conditions the bidding is restricted and 
many reputable firms are not being given the privileges they 
should enjoy. This practice is wasteful and extravagant and 
should be stopped in the interest of economy in government 
and fair dealing to our American manufacturers. 


PROPOSED INVESTIGATION OF THE MOTION-PICTURE INDUSTRY 


Mr. MUSSELWHITE. Mr. Speaker, I ask unanimous con- 
sent to extend my remarks in the Rrecorp on House Reso- 
lution 95. 

The SPEAKER. Is there objection? 

There was no objection. 

Mr. MUSSELWHITE. Mr. Speaker, I am constrained to 
oppose the resolution fathered by my friend the gentleman 
from New York [Mr. Smovickhl. Whatever merits the 
measure may have I confidently feel are nullified by the dan- 
gerous provisions contained in section 4 of the bill. 

We are here to carry out the pledges of the administra- 
tion in its effort toward governmental economy. How can 
anyone in this House say that an unlimited empowerment 
contained in section 4 for the expenditure of money is in the 
interests of economy? Why, gentlemen, it is a pronounced 
reversion to the old type of junkets and wasteful expenditure. 

This section places no limit whatever on the amount to be 
expended in this so-called “investigation.” It would permit 
of traveling in style by these investigators from Hollywood 
to Long Island and back again, time without number. 

The very language of the resolution indicates an intent to 
investigate and study every activity of the motion-picture 
industry. This investigation, of necessity, would be Nation- 
wide. With the limited committee suggested in the resolu- 
tion, no real investigation of this great industry could be 
accomplished in less than 2 years and at a minimum cost of 
probably a quarter of a million dollars. 

The supply of salable motion pictures has been steadily 
shrinking throughout the life of the depression until it is 
today but 60 percent of the 1928-29 period. As a result 
of this many theaters in the country have been forced to 
close, while to keep others open it has been necessary to 
import and use pictures made in foreign countries. 

The investigation, if carried out, would cause a disruption 
in the orderly processes of making salable motion pictures, 
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and, by reason of the turmoil of investigation with its con- 
sequent disturbance of confidence and faith in the motion- 
picture industry, might easily curtail their financial re- 
sources to such an extent at this particular time that the 
American manufacturers would be unable to finance their 
product for the forthcoming season. 

This financing of production is a vital necessity at this 
time of year when the manufacturers lay out their plans for 
the coming season, and any disturbance of their arrange- 
ments would be bound to result in further curtailed produc- 
tion, which is proving so devastating to the motion-picture 
theaters of the country. 

I do not believe the motion-picture industry should be 
singled out for investigation at this time. It is a loyal 
American industry, whose contribution to the upkeep of the 
morale of this Nation was so singularly recognized during the 
war by President Wilson and by every succeeding adminis- 
tration. It has loyally supported the Government in all its 
movements and policies. 

The continued operation of motion-picture theaters has 
been conceded by all students of political economy, as well 
as city and State governments, to be of vital necessity to the 
American public. 

It is a known and admitted fact that the motion-picture 
industry has suffered in this depression and is just begin- 
ning to see the light, and, in fact, today is trembling on the 
upturn. 

An investigation such as the one proposed would, in my 
opinion, demoralize the industry and retard its recovery. 

To my mind, this provides the set-up for the most elab- 
orate and expensive junket in the country’s history. For 
this reason, if for no other, I must oppose it. 

Under leave to extend my remarks in the Recorp I desire 
to include the following telegrams from representative men 
and organizations in the Ninth District of Michigan who 
stoutly oppose this resolution: 


MANISTEE, Mic., April 26, 1933. 
Hon. Harry W. MUSSEL 


WHITE, 
Representative Ninth Congressional District of Michigan, 
House Office Building, Washington, D.C.: 
Certain individuals with ulterior motives endeavoring force 
through House Resolution No. 95, known as the Sirovich resolu- 
tion, to investigate the motion-picture industry. We respectfully 
ask your opposition to this measure which at present time would 
seriously penalize and handicap the operation of the industry 
during this time of stress in which it is already struggling under 


excessive burden. 
MANISTEE BOARD oF COMMERCE, 
Grorce O. Nye, Secretary. 


MANISTEE. MicH., April 26, 1933. 
Hon. Harry W. 
Represen 


MUSSELWHITE, 
tative Ninth Congressional District of Michigan, 
House Office Building, Washington, D.C.: 
As our Representative we ask your opposition to House Resolu- 
tion No. 95, known as the Sirovich resolution, to investigate the 
motion-picture ind 


hardship 
industry which employs thousands of workers directly and indi- 
rectly and which at present should not be further disturbed by 
such destructive legislation. 


MANISTEE Uniry CLUB, 
Tuomas KEELY, President. 


CantlLac, MICH., May 1, 1933. 


WHITE 
House of Representatives, Washington, D. C.: 
I desire to express my opposition to House bill No. 95, known 
as the “Sirovich resolution”, believing it to be out-of-step at 
ee and trust your views in this matter will coincide 


James C. FLYNN. 


MANISTEE, Micu., April 26, 1933. 
Hon. Harry W. MUSSELWHITE, 


Representative Ninth District of Michigan, 
House Office Building, Washington, D.C.: 
Our attention has been directed to House Resolution No. 95, 
known as the Sirovich pha ema a to investigate the motion- 


another 
eee re 


Manistee ROTARY CLUB, 
Tep Voumer, Secretary. 


picture industry, 
against odds to keep afloa 
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THIRD DEFICIENCY BILL 


Mr. BUCHANAN. Mr. Speaker, I ask unanimous consent 
to take from the Speaker’s table the bill H.R. 5390, the third 
deficiency bill, with Senate amendments, disagree to the 
Senate amendments, and ask for a conference. 

The SPEAKER. Is there objection to the request of the 
gentleman from Texas? [After a pause.] The Chair hears 
none and appoints the following conferees: Messrs. Bu- 
CHANAN, TAYLOR of Colorado, Ayres of Kansas, Taser, and 
Bacon. 

LEAVE TO ADDRESS THE HOUSE 


Mr. PATMAN. Mr. Speaker, I ask unanimous consent to 
proceed for 2 minutes. 

Mr. WEIDEMAN. Will the gentleman withhold that re- 
quest a moment? 

Mr. PATMAN. I withhold it. 

Mr. WEIDEMAN. Mr. Speaker, may I state further that 
my colleague the gentleman from Michigan [Mr. Hart] was 
detained on important business and therefore did not vote 
on the independent offices bill. 


MEDIOCRITY TRIUMPHANT 


Mr. HENNEY. Mr. Speaker, I ask unanimous consent to 
extend and revise my remarks and to include in the RECORD 
an oration by Arthur B. Madigson, captioned “‘ Mediocrity 
Triumphant”, which recently won the national oratorical 
contest held at Iowa City, Iowa. Mr. Madigson is a dis- 
tinguished student at the University of Wisconsin, and is a 
constituent of mine at Madison, Wis. I believe that this 
young orator, who has received national distinction, de- 
serves the consideration of a place in our national Recorp. 

The SPEAKER. Is there objection? 

There was no objection. 

Mr. HENNEY. Mr. Speaker, under the leave to extend my 
remarks in the Recorp I include the following text of an 
original oration by Arthur Magidson, which this past week 
won him first place in the National Oratorical League con- 
test at Iowa City, Iowa. Magidson won the $100 Franken- 
burger oratorical contest with the same selection some 
time ago: 

On a bleak, windswept hillside in Vermont, there is a newly 


stone with no inscription. For the man was silent in life, silent 
in death, and will remain silent forever. 

No words of his will long linger in our memories. We shall 
egret yon rate rc lip Pret O ee al Re rE 


filled with the bombastic of 

had neither the scholarly mien of Wilson nor the genial ‘sim- 
plicity of . Yet we shall remember him—remember him 
for what he was rather than for what he did. 


The Harding administration is remembered chiefly for the oil 
scandals. Coolidge sat in the Cabinet meetings at the time that 
the crooked deals were made. Hi 


Nation and pushed Coolidge into the Presidency. In that position 
he still remained silent. Only because of the 


by 
and Daugherty from his Cabinet. Yet when these two had left the 
Capital the country rejoiced that at last it had a President who 
would resolutely punish all evildoers. 

e’s ascension to the Presidency was perhaps the most 
dramatic incident in his career. When the news of Harding's 
death came the Vice President was in a cabin in Vermont with 

flickering 


And then the people began te couple the name of Calvin 
Coolidge with the name of Abraham Lincoln. 
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In 1924 the Democratic Party was split asunder at the san- 
guinary battle of Madison Square Garden. The late Senator 
La Follette entered a third party in the field, in a vigorous at- 
tempt to divide the vote and to force the election into the 
House of Representatives. The American people hesitated. Here 
stood John W. Davis—scholar, diplomat, statesman. Here stood 
Robert M. La Follette, appealing to the farmers and workers to 
support a program of industrial welfare and social justice. But 
here was Calvin Coolidge representing all that was safe and con- 
servative in American life. His was not the party of Sinclair 
and Fall: it was the party of Hamilton and Lincoln. Davis 
promised sound international policies; La Follette promised a 
better world for the future; but Coolidge promised the full dinner 
pail. He sat calmly in the White House, made one speech shortly 
before the election to assure the country that it was funda- 
mentally sound and prosperous, and was swept into office on a 
landslide. Bankers, industrialists, laborers, and farmers—all had 
unlimited confidence in the omniscient “sage of Northampton.” 

That election of 1924 was one of the great failures of democracy. 
Instead of recognizing that their President should be a forceful 
leader, and that his party should be an instrument for carrying 
out a definite political program, the American people asked that 
their Chief Executive be nothing more than a Santa Claus who 
would fill their stockings with Ford cars and put a chicken in 
every pot. When the Republican Party, represented by Coolidge, 
tried to satisfy that impossible demand, it bartered away the 
soul of its founder for a mess of political jobs. 

During Coolidge’s term, as usual, the people were clamoring for 
economy in government. Coolidge gave it to them by cutting the 
blue stripes off the mail bags, by ordering the Government office 
workers to conserve on paper, pencils, and rubber bands, and 
meanwhile by approving several new and expensive Government 
bureaus, Yet “ Coolidge economy” was the watchword of the day. 

Coolidge was in sympathy with the financial powers who en- 
gineered the boom in Wall Street. His phrase, Don't sell your 
country short” became the battle cry of the bull market. “ Cool- 
idge prosperity” was one of the miracles attributed to the White 
House philosopher. We know today that this prosperity was a 
sham, and that beneath the towering piles of easy money to be 
made in Wall Street was a phantom foundation—<desperate in- 
flation of values. We know today that even then the farms and 
factories of the Nation were haunted by the specters of poverty, 
unemployment, and despair! 

The Republican Convention, 1928, approached. A nod of the 
head from the White House and Coolidge would have been re- 
nominated by acclamation. But one summer morning, while the 
President was resting out in South Dakota, he handed the news- 
paper correspondents at his camp small slips of paper bearing the 
single sentence, “I do not choose to run in 1928. (Signed) 
Coolidge.” And thus, in this terse yet cryptic statement the silent 
New Englander retired from public life. 

Why did he issue that statement? Did he have a premonition 
that he would never live through another 4 years in the White 
House? Was he afraid of the third term tradition? Or had he 
seen on the horizon the tiny black cloud foretelling the impending 
storm, a devastating tornado which would strip any President of 
prestige and shatter the Coolidge legend? We do not know whether 
it was fear, foresight, genius, or merely luck which caused him to 
retire at the height of his popularity. Be that as it may, he will 
be remembered as “the man who knew when not to run.” 

But Calvin Coolidge had sowed the wind! And before the 
whirlwind broke he quietly sought the safe seclusion of North- 
ampton to write syndicated columns of platitudes for the news- 
papers and long articles for the Saturday Evening Post at so 
many dollars per word. 

He was like a vaudeville performer who has just built a house 
of cards upon the stage and then faded from view. There is a 
crash of trumpets! Another comes upon the scene! The house 
of cards collapses! So the audience still damns Herbert Hoover 
as a bungler but elevates Calvin Coolidge to a pedestal and pro- 
claims him a miracle man. 

The dark years of 1930, 1931, and 1932 went by. He saw the 
complete debacle of the system in which he believed. He saw 
the smashing victory of the forces of the opposition, a victory 
which even his own once potent voice was powerless to stay. And 
then he died, suddenly, alone, as unexpectedly as he had become 
President. And in his death as in his life he was silent. 

The mound of earth above him has not yet become hard. 
Some are still fiercely questioning the merits of his policies; 
others are as warmly defending them. Now, before his figure is 
encrusted with legend, before he is either canonized as a saint or 
dismissed as a false prophet, we ought to analyze his story. Only 
by frank discussions can we eventually award him his due place 
in our American scene. 

What was Calvin Coolidge? What made him so popular as 
President? His biographers would have us believe that his per- 
sonality was warm, human, and lovable. H. L. Mencken calls him 
a “cheap and trashy fellow, deficient in sense, almost devoid of 
any notion of honor; in brief, a dreadful little cad.” Neither of 
these two extreme positions is tenable. We still ask, What was 
Calvin Coolidge? 

Let us put aside divergent opinions. Let us go to the man him- 
self, as he is revealed in his speeches and papers of state. We 
open a volume of his earlier papers and we read, “ Have faith in 
Massachusetts.” A few more pages, “Have faith in America.” 
Still a little further, “Have faith in government.” In his last 
public address, delivered at Madison Square Garden during the 
recent campaign, he implored the people to have faith in the 
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Republican Party. “Have faith.” It seems to be the sum total 
of his political philosophy. 

What were his economic policies? They were epitomized when 
he said, “The fostering and protection of large tions of 
wealth are the only foundation on which to build the prosperity 
of the whole people.” Or, in a more poetical mood. The man 
who builds a factory builds a temple, and the man who works 
there worships there.” It is in these incredible words that he 
stated the pith of his economic belief. 

Have faith in the captains of industry! Have faith in the 
Mitchells, the Insulls, and the Kreugers! Twelve million 
families must be content to have faith in these demigods! And 
to think that Calvin Coolidge, living in the industrialized twen- 
tieth century, could seriously offer these banalities to a ruined 
and prostrate Nation! 

But, after all, this is not the philosophy of Calvin Coolidge. 
The ideas are as old as the laissez faire doctrine of Jere 
Bentham. Coolidge did nothing original; he said nothing original. 

Perhaps our answer lies in that very fact. For in the lack of 
anything outstanding about the man is a suggestion that as a 
Northampton lawyer, as Governor, as Vice President, as President, 
Calvin Coolidge was never more nor less than an average man. 
He had no transcendent qualities of leadership. His personality 
was average—neither remarkably forceful nor deplorably weak, 
neither humorous nor humorless, neither saintly nor wicked. 
Then why was he so popular as President? A political opponent 
once said, “Profound silence was mistaken for profound wis- 
dom”, but it seems to me that there is a better answer. The very 
fact that he was just an average American—one of the local boys 
who made good—gave rise to the myth that Calvin Coolidge had 
the interest of every common citizen at heart. Extraordinary 
luck, plus his own canny shrewdness, plus the sentimentality of 
the electorate, made Calvin Coolidge a hero. 

We may not admire his policies. We.may disagree with his 
political and economic philosophy. Even his staunchest friends 
are forced to admit that his 6 years as President produced no 
great achievement on his part. Yet he has a secure place in his- 
tory. For, though Coolidge, the public official, may have seemed 
cold, sour, flinty, and unattractive, our aversion is tempered with 
a smile when we think of Silent Cal, the man. After all, that 
slow, cautious, thrifty Yankee is the inevitable product of our 
system of government, the veritable incarnation of democracy. He 
is the vicarious fulfillment of a hope that we all cherish; his 
triumph is ours—the triumph of the average man. Calvin 
Coolidge, more than any other national figure, personifies the 
spirit of middle-class America. 

I will not condemn Calvin Coolidge as a man. I condemn him 
rather as the personification of middle-class America, which wor- 
ships superficialities and sets a price upon platitudes. I condemn 
him as a symbol of our tragic rejection of the prophetic dream 
embodied in the League of Nations and our stupid preferences 
for the banal “ back to normalcy” slogan of a petty Ohio politi- 
cian. I condemn him as a typical representative of an electorate 
which scorned the social philosophy of the elder La Follette and 
chose the psychological prosperity of Andrew Mellon. I condemn 
him as the emblem of mediocrity triumphant. 


INVESTIGATION OF MOTION-PICTURE INDUSTRY 


Mr. KRAMER. Mr. Speaker, I ask unanimous consent to 
extend my remarks in the Recor on House Resolution 95. 

The SPEAKER. Is there objection? 

There was no objection. 

Mr. KRAMER. Mr. Speaker and Members of the House, 
at a time when the whole country is suffering, our credit 
machinery broken down, our farmers pauperized, our in- 
dustries paralyzed, and millions of our citizens terrified by 
the loss of their savings, their homes, and their daily bread, 
we are convened in Congress to adopt such measures as will 
most effectually operate to restore a condition which will 
permit security for life and property in the United States. 
Many of our industries have been forced to their knees; 
but one of our largest, the motion-picture industry, is pros- 
trate, as a result not only of general conditions but of the 
extreme and destructive abuses to which it has been sub- 
jected by those that are in control of the organization. I 
favor this resolution as offering the best, the most practi- 
cal way of correcting those abuses, reviving a great indus- 
try and placing it upon a sound basis for the benefit of a 
public which has invested heavily in its securities, and for 
the benefit of the many hundreds of thousands of persons 
throughout the country who are dependent on this industry 
for their employment and livelihood. 

We do not need to authorize loans by the Reconstruction 
Finance Corporation nor do we need to issue bonds or go 
into the Treasury to start the life blood circulating in the 
motion-picture industry. We do need, however, to throw a 
strong white light into many dark corners if we would grant 
any measure of relief to thousands of swindled security 
holders and more destitute employees. 
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Every form of chicanery has been employed to complete 
the wrecking of this large industry. Nepotism, salary ac- 
counts, expense accounts, juggled accounts, illegal combina- 
tions, fraudulent financing, unnecessary receiverships, and 
bankruptcy, dilatory tactics, and every other abuse which 
could be practiced on the court, constitute only a partial list 
of the means used by the rapacious wreckers. While Wall 
Street has been loading the public with motion-picture secur- 
ities which are now worth but a small fraction of the say- 
ings invested in such securities, every effort has been made, 
both from without and from within the industry, to render 
those securities valueless. In order to effect monopolies, 
intangible assets have been set up, illegal combinations in 
restraint of trade have been made, and receiverships have 
been jammed through the courts with the object of central- 
izing under the control of utility monopolies every branch of 
this industry. On the inside, the practice of nepotism is 
almost universal, huge unearned salaries are paid to inactive 
executives and practically all of their relatives during times 
while great displays of the so-called “ economy ” were being 
simulated. 

Workmen, actors, office employees, and artisans of every 
kind have been discharged aè such a rate that the studios 
lie idle and deserted for the most of the time. Those few 
employees remaining have taken a wage cut of 50 percent; 
but while this is going on the millionaires in their executive 
positions still draw their unearned and unconscionable sal- 
aries. They have appointed a czar of the industry who, with 
sophomorical glee, has proceeded to haze the independent 
producers, to haze the writers, to haze the actors, to haze the 
employees, to haze the wage earners, and to haze the in- 
dustry and the public in general; and while all this is being 
done, no real steps have been taken to halt the milking of 
the companies by those in charge. We need go no farther 
than to the Wall Street Magazine for April 15, 1933, in an 
article written by Mr. C. F. Morgan, to find a statement of 
the following nature: 


David Selznick had been production executive of RKO studios 
and under his regime—during which he is said to have drawn 
$2,500 weekly—the studio failed to progress suitably, so his con- 
tract was not renewed. However, nepotism is still discernible in 
the studios, so his father-in-law, Louis B. Mayer, vice president 
and director general of MGM, hired him, the reported remunera- 
tion being $4,000 per week. Whereupon the labor unions dashed 
back into their cyclone cellars, slamming the doors behind them, 
and Mr, Clarke groaned, 


Mr. Clarke referred to is one Victor H. Clarke, who seems 
to have received much credit for his efforts to cut the union 
labor wage scales in the studios. If the Wall Street Maga- 
zine can be considered any authority, we can proceed on with 
Mr. Morgan’s article, where we find the following: 


It is my considered opinion that when much of the water is 
squeezed out of the motion-picture industry, when it comes to 
be administered by sane business men who have the background 
and knowledge of the country’s amusement needs, it may return 
to 50 percent of its former financial position; but that will mean 
abandonment of superfluous studio plants, retirement from ex- 
hibition, cancelation of absurdly extravagant contracts, readjust- 
ment of compensations, and some appreciation of what makes a 
successful picture—which isn't filth, by the way. 

What can the banks hope for in liquidation of their enormous 
loans? That will depend on their willingness to look their situa- 
tion and the facts in the face. There will be losses inevitably. 
It will do the bankers no good to send out salvage corps from 
their own offices. That has been tried, and the result is flat 
failure. But there are men in Hollywood who know pictures, can 
bring order out of chaos, who are real business executives, and 
who have demonstrated their ability, but they are not affiliated 
with any studio today. They couldn't be. 

And if the banks do not act to protect their loans—and perhaps 
if they do—undoubtedly stockholders themselves must 
their interests, for as conditions are now their securities are worth 
but a fraction of what was paid for them. The results of the 
congressional investigation into the motion-picture industry sug- 
gested by the Sirovich resolution and adopted by the House Rules 
Committee should prove of wide public interest. 

Actually the movie business is a 5-and-10 enterprise, reaping 
its greatest profits in the years when production costs stayed 
below $40,000 for a feature and the top admission price to a 
theater was 15 cents. Since then greed and rare stupidity have 
all but wrecked it. However, if there is a bright spot, it will lie 
in the rise of the independent producer, who has been half 
strangled during many years. 
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Regarding the proposed resolution, I should like to place 
in the Recorp an article appearing in the Cinema Digest, 
Hollywood, published under date of April 24, 1933, which 
is as follows: 

No one within or “ without” the industry can justifiably ques- 
tion his— Mr. Smovwich's—allegations “that assets of corpora- 
tions within the industry are being dissipated, dividends are 
being passed, stock values are being lowered, and nothing is 
being done to protect the rights of the stockholders in good 
faith of the corporations”, which in itself is sufficient to warrant 
an investigation. 

It is our belief that such an investigation would in comparison 
make the never-to-be-forgotten Teapot Dome and Elk Hills oil 
scandals look like back-yard chicken stealing. Of course, such an 
investigation will have opposition on every hand, not only from 
the film magnates but from certain high Washington officials 
and ex-officials themselves; for in all likelihood, if such an in- 
vestigation probed deep enough, it might expose political intrigue 
on the part of these Washington higher-ups and ex-higher-ups. 

Most important of all right now is not to permit filmdom’s 
Washington lobbyists to whitewash the efforts of such men as 
Srrovicn, who desire democratically to look after the interests of 
a bilked public. If alleged irregularities are nonexistent, why 
do these lobbyists for the film magnates, as well as certain Wash- 
ington officials, fear an investigation? Why not let them con- 
duct the investigation and let the industry emerge from this 
current chaos with at least a clean slate? 

Two questions for an investigating committee, if and when 
appointed, to try to find the answers to are: 

(1) How can most of the studio heads continue to be mil- 
lionaires and multimillionaires, either in their own names, their 
wives’ names, or other relatives’ names, while their companies go 
broke (some of them into bankruptcy), theaters have to close 
through lack of product, and the majority of films which are made 
are objectionable for one reason or another? 

(2) Why are various lawsuits involving the Nation's antitrust 
laws permitted to drag through the Federal and State courts 
unadjudicated for years and years, while the victims of these 
alleged violations, including the cinema-going public, suffer pend- 
ing these adjudications? 

For the sole sake of emphasis we repeat: Don’t permit Washing- 
ton lobbyists and certain high officials to whitewash this at- 
tempted investigation. If their consciences, individually and col- 
lectively, are clear, they have nothing to fear. 


For my part, I should like to propose several more ques- 
tions for such an investigating committee. One of them is, 
Why have obsolete films and dead stock been carried at 
great values on the asset side of the ledger of certain mo- 
tion-picture producing companies, and why have liabilities, 
in the form of personal-service contracts running into mil- 
lions of dollars, been listed also as assets, and what connec- 
tions have such practices with the rights of stockholders and 
the ability of studios to produce economical and good pic- 
tures? Why are writers, directors, and players being paid 
hundreds of thousands of dollars for not writing a line, for 
not directing a scene, and for not having played even a 
minor role? 

If the executives and production vice presidents are too 
busy making pencil figures with general theater managers 
of vast circuits to give these writers, directors, and actors 
anything to do to earn their salaries, what kind of “cut 
backs” are they drawing with their pencil figures? Is it 
possible that these “ cut backs ” have nothing to do with the 
coordination of screen versions but rather have to do with 
the percentages and bonuses? 

Thus we have a situation which requires prompt treatment 
in order to check the race to ruin, which threatens not only 
to wipe out the savings of many who have invested in mo- 
tion-picture securities but threatens to bring about the 
downfall of the very industry itself. We must uncover and 
place before the Congress and the public the methods of 
juggled accounting by which the motion-picture financial 
statements are made up and used as a basis for the sale of 
securities; the methods by which the independent producers 
are hazed to death; the methods by which vast producing 
and exhibiting organizations are thrown into bankruptcy 
and receivership in order to acquire monopolistic control of 
all branches of the industry; the methods by which their 
assets are dissipated through the payment of huge personal- 
service contracts, their employees’ salaries cut, their work- 
men discharged, and their profits disposed of in percentages 
and bonuses. This investigation should be instituted and 
carried to its conclusion if we wish to give any protection to 


3366 


the holders of these securities and to preserve for the United 
States against foreign competition the business of making 
motion pictures. 

HOUSE RESOLUTION 95—INVESTIGATION OF MOTION-PICTURE 

MONOPOLY 

Mr. O'MALLEY. Mr. Speaker, I ask unanimous consent 
to extend my remarks in the Recorp on House Resolution 95 
and to include therein part of the testimony in the case of 
Paramount-Publix against Commissioner of Markets of Wis- 
consin. 

Mr. KNUTSON. Mr. Speaker, reserving the right to ob- 
ject, how much space will this occupy in the Recorp? 

Mr. O'MALLEY. I do not believe it will occupy more than 
half a column. 

The SPEAKER. Is there objection? 

There was no objection. 

Mr. O'MALLEY. Mr. Speaker, the investigation proposed 
by this resolution should have the support of the Members 
of this House. This resolution proposes the creation of a 
congressional committee to investigate numerous charges, 
many of them contained in the resolution itself, so that 
Congress may recommend legislation to effectively protect the 
American people, the governments of the several States, and 
the independent producers, distributors, and exhibitors of 
motion pictures from the unfair and restraining influences of 
an established monopoly in this important American industry. 

There is no other business in America that so directly 
affects the American public as the motion-picture business. 
Likewise there is no other business that has for so long 
brazenly disregarded fair regulation, flaunted public de- 
cency, and which has been so successfully monopolized by a 
small group of producers, who have thwarted every effort 
of State and National Legislatures to expose their insidious 
activities and enact legislation to control them. 

For more than a decade scores of responsible people in 
every walk of life from the educational field to the pulpit, 
and from the ranks of labor, and even in the industry itself, 
have charged that the business of producing and exhibiting 
motion pictures is being carried on by various corporations 
in direct violation of the antitrust laws. In addition, they 
have charged that indecent pictures, unfit for public display, 
are weekly being forced upon a defenseless public, even over 
the protest of exhibitors themselves. The rankest kind of 
frauds have been perpetuated on a large section of the in- 
vesting public, due to the manipulations of certain picture- 
producing and theater-operating companies. This well- 
organized monopoly of producers, through unfair devices, 
such as uniform-sales contracts, compulsory arbitration, 
blacklisting of independent theaters, block booking, unrea- 
sonable zoning regulations, secret deals with censorship 
boards, and even the regulation of admission prices at thea- 
ters, has promoted and established itself to a point of abso- 
lute control of the motion-picture business. 

State governments have been rendered helpless in their 
endeavors to remedy this situation by legislation because of 
repeated rulings of United States courts that the States 
have no jurisdiction. In the case of Paramount-Publix 
Corporation against the Wisconsin Department of Agricul- 
ture and Markets the department of my State charged and 
was ready to prove the following allegations which are con- 
tained in the court records of the United States District 
Court, Western District of Wisconsin, filed on December 20, 
1932. 

These records show that the Wisconsin department al- 
leged in its complaint by specification these particulars: 

(a) That distributors refuse to sell films to independents. 

(b) That producer-affiliated exhibitors purchase pictures or 
plays “in excess of their requirements“, thereby preventing inde- 
pendent exhibitors from acquiring a “suitable or sufficient num- 
ber of pictures.” 

(c) That distributors “exact discriminatory prices, terms, and 
conditions as against “favored exhibitors.” 

(d) That distributors and producer-affiliated exhibitors have 
conspired with each other in Wisconsin to exact discriminatory 
prices as against producer-affiliated or favored exhibitors.” 


Second. The respondents therein, who are designated as “the 
distributor and. producer-affiliated exhibitors”, are charged “to 


employ unfair practices in the exaction of protective arrange- 
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ments; that is to say, the fixing of an interval after one exhibition 
of a copyrighted photoplay before its exhibition by a succeeding 
exhibitor in the same community.” 

(a) That distributors have exacted “discriminatory protection 
against exhibitors.” 

(b) That distributors “have administered protection and the 
release of films in an unfair manner.” 

(c) That producer-affiliated exhibitors “have induced and 
coerced the distributors to exact unreasonable protection against 
independent exhibitors.” 

(d) The distributors and producer-affiliated exhibitors “ have 
conspired with each other in the State of Wisconsin” to “ exact 
discriminatory protection against independent exhibitors” and 
discrimination in the administration of protective arrangements 
and the release of films to independent exhibitors. 

Third. That the “ producer-affiliated exhibitors” are monopo- 
lizing the business of showing motion-picture films, i.e., exhibit- 
ing copyrighted photoplays in communities in this State. 


The department has further, in support of its contentions, 
made the following allegations: 

(a) That they have secured control of competing theaters in 
given communities and, in some instances, have closed one or more 
theaters, “thereby compelling patrons to come to the houses of 
producer-affillated exhibitors.” 

(b) That such producer-affiliated exhibitors “have conspired 
in the State of Wisconsin to assign to each the exclusive control 
of the business of showing motion pictures in given communi- 
ties in the State.” 

(c) That such last-noted practices “have the effect of monop- 
olizing the business of showing motion-picture films in com- 
munities in this State.” 

In this particular case the department charged a violation 
of the statutes of Wisconsin and sought to compel the 
motion-picture companies, as shown in the court record on 
the injunction hearing— 

(2) To compel the respondents (plaintiffs herein) to submit to 
& hearing; ` 

(3) To determine the truth of the charges; and 

(4) If such charges be found to be true, to enforce the statuto 
and its penalties, 


The net result of the case, from which I have quoted some 
of the record, shows that the United States court rendered a 
decree for an interlocutory injunction on April 14, 1933, 
thereby preventing the sovereign State of Wisconsin to 
proceed against Paramount-Publix Corporation in the in- 
junctional proceedings to stop their violations of Wisconsin 
statutes, section 99.14, known as the “fair trade law” of 
my State. So when I say that the States are helpless to act 
against this monopoly to protect their citizens against unfair 
trade practices, I speak from the record of the inability of 
our established State departments to act to prevent the 
monopolization of the motion-picture industry in not only 
my own State but in every other State of the Union. The 
investigation proposed by the gentleman from New York is 
absolutely necessary in order that this Congress may proceed 
to recommend legislation to effectively smash this monopoly 
and protect the States against the actions of these certain 
producers. 

Why, gentlemen, if this committee were to confine itself to 
only one phase of the motion-picture business it would more 
than justify creation and the small expense this House 
might be called upon to authorize. I refer specifically to the 
investigation of that phase of the motion-picture business 
under the domination of an organization known as “the 
Motion Picture Producers & Distributors of America”, 
headed by that clever and elusive gentleman, Mr. Will Hays. 

The organization headed by “Elder” Hays has been di- 
rectly responsible for the monopoly in the motion-picture 
business. And this committee, if created, should be able to 
obtain ample evidence that the activities of Mr. Hays and 
his gang of motion-picture racketeers have subsidized and 
propagandized private and business agencies to a degree un- 
paralleled in American history. In the 11 years during which 
Mr. Hays was head of this particular motion-picture organ- 
ization, and his own so-called“ censorship bureau“, the mo- 
tion-picture industry has been so manipulated that the 
public-utility monopoly, the oil monopoly, and similar 
superpublic organizations, are amateurs in the game of con- 
trolling, influencing, and frustrating an organized public 
opinion. Under the direction of Mr. Hays and his secret 
censorship bureau, many independent producers have been 
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driven into bankruptcy. Theater owners in every State 
have been forced to exhibit indecent and revolting pictures 
through crooked deals and questionable decisions rendered 
by censorship boards. The little “Main Street” theater 
owner has been forced to pay the cost of not only Mr. Hays’ 
own stupendous salary of $250,000 a year, but to pay a 
“racketeer tax” in order to support the costly organization 
that Will Hays and his crew have created to eliminate and 
destroy competition in every part of the motion-picture 
field. 

For years pleadings have been made for an investigation 
of the activities of the Hays organization. For years decent 
American citizens in eyery walk of life have tried to discover 
why this great industry has persisted in releasing upon a 
defenseless public a yearly deluge of obscene, moronic, and 
downright filthy pictures, some of them so morally rotten 
that even the motion-picture theater owners rebelled against 
exhibiting them but had to take them or gain the enmity 
of the monopoly and be blacklisted. But somehow, through 
the activities of the censorship bureau with its whitewash 
brush, the connections Mr. Hays has maintained in Wash- 
ington and the most powerful legislative lobby in the his- 
tory of the country, this organized monopoly has succeeded 
time after time in openly and brazenly violating every anti- 
trust law ever written on the books and escaping every at- 
tempt to bring them to justice. 

I charge that this censorship bureau maintained by the 
Hays organization, instead of being used as its proponents 
have claimed to clean up the motion-picture industry, has 
been nothing but a means to the end of perpetrating and 
strengthening the motion-picture monopoly. They have 
cared nothing about the type of picture they forced the 
American public to be exposed to as long as their profits are 
guaranteed. Col. Jason Joy, one of the chief “ fixers” of 
the Hays crew, wrote a very interesting letter reporting 
his visit to censorship boards in the United States and 
Canada in 1932. This report of Colonel Joy’s was addressed 
to Mr. Hays. In that report he gives some interesting in- 
formation as to the true functions of this so-called cen- 
sorship bureau.” In commenting on such pictures as The 
Strange Love of Molly Louvain, a particularly moronic 
descent into filth, Colonel Joy points out that this picture 
and others were passed by some of the boards only after 
“earnest consideration and discussion with us.” It is en- 
tirely probable that these “discussions” were such as to 
convince the boards to pass the pictures regardless of their 
filth because profits were involved. Farther on in the col- 
onel's illuminating report he makes the following comment: 

My suggestion on this score (score of filthy pictures) is entirely 
constructive. The number of such pictures in any one period 
(I assume to be released during any year) should be determined 
by their acceptability upon the part of the audiences. An over- 
dose of this theme is bad economics. 

The colonel’s last statement, I am sure, means to convey 
to the makers of pictures that it does not matter how dirty 
they are as long as they are diplomatically spaced so as not 
to excite the public to too much of a protest. Thus the so- 
called famous “Hays morality code”, around which so 
much publicity and propaganda has been fed the public, 
and around which Mr. Hays has built up an organization to 
insure the maintenance in the monopoly of the motion- 
picture business, is only to be used to keep the public from 
getting an overdose of filth to the point where they would 
rise up in arms and insist upon an investigation such as we 
are asking for here today. 

And now I leave the bunk connected with the Hays cen- 
sorship bureau to return to the organization which supports 
and maintains this bureau through an enforcement of an 
agreement providing for payments by certain producers to 
maintain the expense of the Motion Picture Producers & 
Distributors of America, Inc. This particular body, of which 
Mr. Hays is also the leading light, aids and abets certain 
producers and associations to maintain a restraint of trade 
on copyrighted productions, and in secret ways is one of 
the organizations of the Motion Picture Trust which is 
active in attempting to prevent this legislative body from 
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investigating their activities and thus protect the public 
against their insidious manipulations. Why, gentlemen, I 
feel sure that if this Congress has the courage to authorize 
this investigation—and I hope it will have, in spite of the 
threats, intimidations, and activities of the powerful lobby 
attempting to prevent it—that this committee, when created, 
will show the American public that the Motion Picture 
Trust and its lobby has even had the temerity to enter 
under the roof of this Capitol and endeavor to subsidize 
public officials right here in the city of Washington. 

This resolution provides the only means for a thorough 
and impartial investigation into the machinery of the 
motion-picture monopoly; provides the only means for dis- 
closing the colossal corruption and graft that has thrived 
in the motion-picture industry for years. And it provides 
the only means for disclosing to the American public how a 
few producers, for the sole and only purpose of dictating 
and controlling the actions, profits, and businesses of small 
producers and thousands of independent theater owners, 
have banded themselves together in an “ unbeatable alli- 
ance” to set themselves above the law and the will of the 
people and complete their stranglehold on this industry in 
brazen disregard of public welfare. The tactics employed 
by the promoters and supporters of this one organization 
have been so infamous that I know the revelations which 
this committee can disclose will astound the American pub- 
lic, as well as the Members of this House who have been 
denied the opportunity time and again to have brought 
before them the ramifications of the motion-picture lobby 
and the motion-picture monopoly. 

Rumblings beneath the surface of public opinion have in- 
dicated unmistakably that the public itself is aroused to the 
need for an investigation of the motion-picture industry 
with a view toward legislation for sensible, decent regulation 
of this industry with which the public interest is so in- 
separably linked. As the culmination of a number of months’ 
work on my own initiative, it was my original intention to 
introduce in this House a resolution calling for an investiga- 
tion of the motion-picture monopoly, its self-maintained 
“censorship bureau ”, and its subsidized legislative lobby. I 
believe the resolution introduced by the gentleman from New 
York provides enough leeway for this proposed committee 
to go into every phase of the business, including that of the 
activities of Mr. Hays and his crew of motion-picture “ trust 
builders.” 

In conclusion, I want to say that when any organization, 
through its lobbyists, through its secret propaganda, and 
through its publications and press releases, boldly asserts 
that it can get any picture past any board of censorship it 
wants to; that when its representatives go so far as to 
tamper with and fix news reels to influence public and po- 
litical opinion; that when, under cover of a copyright law 
enacted by this Congress, it extracts penalties and payments 
from defenseless small-theater owners; and when, by in- 
timidations of employees and its influence and friendships 
among members of public bodies, it dares to openly boast 
in the press of the Nation that it can continue to bunco and 
hoodwink the public and the lawmakers and still success- 
fully choke off any investigation proposed, it has made a 
direct challenge to the integrity and courage of every Mem- 
ber of this House of Representatives. 

Since the favorable report of the Rules Committee on this 
resolution numerous telegrams and letters have been re- 
ceived from the all-powerful members of the monopoly to 
the effect that this investigation should be prevented. The 
public favors this proposed investigation, and so does every 
small, independent exhibitor and theater owner in the coun- 
try who, with the public, looks forward with hope that this 
House will create this committee and that its subsequent 
revelations will result in laws that will protect the public 
interest. I hope that every Member here will challenge the 
boast and the dare of these archracketeers of business 
that they have been able to prevent every investigation of 
their activities ever proposed and will support this resolu- 
tion. Its passage is the first step in tearing the lid off the 
motion-picture monopoly, and will enable this Congress in 


3368 


the next session to pass laws that will help the States and 
the governmental departments charged with the enforce- 
ment of the law to correct the abuses which have existed in 
this industry for more than a decade. 

The motion-picture lobby and the powerful influences 
back of them protecting certain big companies in the viola- 
tion of antitrust laws and their violation of the American 
public code of decency have issued a direct challenge to this 
House. They have attempted and are attempting to prevent 
and forestall this investigation; to heap ridicule upon its 
proponents; to inject everything but reason into their argu- 
ments; which certainly proves that if they were clean and 

- able to face public opinion, they would not now be seeking 
by every means, fair and foul, to defeat this resolution. If 
we have the courage to justify our place in this body at all, 
we will answer the challenge thrown down to us that says 
that the “movie monopoly is bigger and more powerful 
than the House of Representatives and support this reso- 
lution as our answer to the challenge. 

ASSESSMENT WORK ON MINING CLAIMS 


Mr. MURDOCK. Mr. Speaker, by direction of the Com- 
mittee on Mines and Mining, I ask unanimous consent for 
the immediate consideration of Senate bill (S. 7) providing 
for the suspension of annual assessment work on mining 
claims held by location in the United States and Alaska. 

Mr. BLANTON. Mr. Speaker, I reserve the right to ob- 
ject to ask the gentleman a question. Is this bill a part of 
the President’s economy program for the special session? 
This special session was called by the President to carry out 
this program. Committee after committee has refused to 
function during the special session. One of them is the 
Committee on Pensions—as important a committee as that— 
it has not functioned at all. I feel impelled to object to 
any measure that is not sent here by the President of the 
United States, because we are going to be here until the 
first of September if we start on these outside measures. 
Until you confine measures called up to the President’s pro- 
gram, I shall object. During this special session there 
should be no bills passed except those desired and sent here 
by the President himself. This is the President’s session. 
It is to put into effect his program and his policies. It is to 
give the President an opportunity to carry out his pledges 
made to the people. 

Mr. COX. Will the gentleman yield? This is not a part 
of the President’s program, but it is an emergency measure. 

Mr. BLANTON. If we are going to consider this bill, we 
then could not refuse to give time to all of the other 10,000 
bills that have been introduced in this Congress, and we will 
be here all summer. The President wants Congress to ad- 
journ. The people want Congress to adjourn. We all know 
that, and I want us to get through with emergency legisla- 
tion and adjourn and go home. 

Mr. GREEN. If we are going to take up these extraneous 
matters, I claim that we should take up the Mediterranean 
fruit-fly claim in my State. 

Mr. BLANTON. I am going to object to everything except 
the President’s program. 

Mr. COX. Will the gentleman yield? 

Mr. BLANTON. Yes; ce 

Mr. COX. The Rules Committee granted a rule for the 
consideration of this emergency matter, and if the House 
grants this request of the gentleman from Utah it would save 
the House 2 hours’ time. 

Mr. BLANTON. If the Rules Committee gives a rule on 
this matter, it puts the responsibility on the Rules Com- 
mittee. If we give unanimous consent to its consideration, 
it puts the responsibility on the shoulders of every man in 
this House. 

Mr. BYRNS. Will the gentleman yield to me? 

Mr. BLANTON. I will. 

Mr. BYRNS. I want to say that I felt disposed myself 
to object were it not for these facts. In the first place, the 
Committee on Mines and Mining has unanimously recom- 
mended the bill and unanimously reported it. The Com- 
mittee on Rules has unanimously reported it. If unani- 
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mous consent is not given the rule is going to be presented, 
and this will save 1 hour’s time. 

Mr. BLANTON. If the majority leader wants this bill 
3 I withdraw my cbjection. I always follow my 

er. 

Mr. GREEN. Reserving the right to object, and I shall 
not object, it is common information in the House that the 
people of my State have been waiting for 3 years for the 
consideration of the fruit- fly claim. I hope the Agricultural 
Committee will at least give us a hearing on it. Let us pre- 
sent the claim and let it stand on all-fours with the legis- 
lation that has been passed for reimbursement of the dam- 
ages by the foot-and-mouth disease and the pink bollworm. 
It is an emergency, and our people need it. 

The SPEAKER. Is there objection? 

There was no objection. 

The SPEAKER. The Clerk will report the bill. 


The Clerk read as follows: 
S. 7 

An act providing for the suspension of annual assessment work on 

mining claims held by location in the United States and Alaska 

Be it enacted, etc., That the provision of section 2324 of the 
Revised Statutes of the United States, which requires on each 

claim located, and until a patent has been issued there- 

for, not less than $100 worth of labor to be performed or im- 
provements aggregating such amount to be made each year, be, 
and the same is hereby, suspended as to all mining claims in the 
United States, including Alaska, during the year beginning at 12 
o'clock m. July 1, 1932, and ending at 12 o'clock m. July 1, 1933: 
Provided, That the provisions of this act shall not apply in the 
case of any claimant not entitled to exemption from the payment 
ot a Federal income tax for the taxable year 1932: Provided fur- 
ther, That every claimant of any such mining claim, in order to 
obtain the benefits of this act, shall file, or cause to be filed, in 
the office where the location notice or certificate is recorded, on 
or before 12 o'clock m. July 1, 1933, a notice of his desire to hold 
said mining claim under this act, which notice shall state that 
the claimant, or claimants, were entitled to exemption from the 
payment of a Federal income tax for the taxable year 1932. 


Mr. MURDOCK. Mr. Speaker and Members of the House, 
it is not my purpose at this time to make any prolonged 
speech in support of Senate bill No. 7, but merely to briefly 
explain the bill and point out some reasons for its imme- 
diate passage. Under the laws of the United States every 
person in possession of a mining claim, in order to perpetu- 
ate his right to the claim, must perform on the claim, 
annually, work and labor in the amount of not less than 
$100 in value. In order for the thousands of persons, mostly 
in the western part of the United States, to perpetuate their 
possessory rights to mining claims, they must on or before 
noon of July 1, 1933, commence in good faith the prosecution 
of their annual assessment work. 

Recently Senate bill No. 7 was introduced in the United 
States Senate by Senator Boram, of Idaho, and passed by 
the Senate on May 1 of this year. The purpose of the bill 
is to relieve the holders of mining claims in the United 
States and Alaska from the performance of annual assess- 
ment work during the year beginning at 12 m. July 1, 1932, 
and ending at 12 m. July 1, 1933. The bill, however, has a 
proviso which excludes from the benefits of the bill and 
makes it inapplicable to any claimant not entitled to ex- 
emption from the payment of a Federal income tax for the 
taxable year 1932. 

When the matter first came to my attention I was in 
doubt as to whether I should support it, for the reason that 
it might tend to deprive some people of employment which 
they would otherwise get in the event the annual assessment 
work was not suspended for this year. But after mature 
study of the situation and quite thorough investigation I 
have come to the conclusion that the employment which 
would be available in the performance of annual assesse 
ment work were this bill not to pass would, as compared with 
the benefits to be derived from the passage of the bill, be 
negligible. 

Most of the big operators and the corporations which 
are engaged in mining to a very large extent have their 
property patented, and the bill, of course, in no way affects 
patented claims. On the other hand, there are thousands 
of miners and prospectors who in thousands of cases have 
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devoted many years to the development of their mining 
claims and whose entire future and hopes depend on per- 
petuating their possessory rights to these claims who are 
absolutely unable financially to do the required annual 
assessment work for this year due to the economic and 
financial depression. These are the men who would suffer, 
and probably lose their property were they required to 
conform to the annual assessment law requiring $100 in 
work and labor to be performed on each and every mining 
claim. 

In every mining locality there are what are known to the 
mining community as “claim jumpers”, who like vultures 
are hanging around awaiting an opportunity to “jump” 
some valuable mining claim in the event the man in posses- 
sion is unable to do his work. These “claims jumpers” 
when the opportunity presents itself jump ” mining claims, 
not with the idea of development but simply for the purpose 
of securing the right to the possession of such claims, in 
the hope that, without doing more than relocating, they 
will be able to sell the property “ jumped” at a very fancy 
price. 

The thousands of prospectors in the mining States who 
have devoted years to the development of their claims find 
themselves victims at this time of the worst financial depres- 
sion ever known in this country. Their financial plight is 
not the result of indolence on their part or the result of 
any other economic principle or law within their control, but 
they are the victims of causes over which they have no 
control. To compel them to do their assessment work at 
this time on penalty of being deprived of their property 
would be confiscation of the most vicious kind and without 
any color of justification. 

By the passage of this act our Government loses nothing. 
No appropriation is necessary, no person is injured in the 
least, except the few who might get some employment if the 
work were required; and these few, in my opinion, are 
negligible. We are here in a special session to enact emer- 
gency measures for the relief of all people throughout the 
United States. In many instances our Government is called 
upon to appropriate millions, yes, billions, of dollars out 
of the Public Treasury for the relief of our citizens. As 
Members of Congress we have been called upon to do this 
and have generously and patriotically enacted without ex- 
ception every measure requested by the President up to this 
date. Notwithstanding the fact that this emergency measure 
will not cost the Government one dime, it is just as vital 
to the lives of thousands of United States citizens as if it 
carried with it an appropriation of millions, 

Some might say that it is purely sectional legislation, but 
it is not simply because it will benefit my section of the 
country or my district that I am asking its enactment. I 
ask your favorable consideration of this bill and its immedi- 
ate passage in behalf of thousands of citizens of the United 
States in the West whose hopes and future existence are very 
much dependent on the enactment of this bill. I ask you 
to join me and the other sponsors of the bill and pass it 
at this time. 

Mr. COCHRAN of Missouri. Mr. Speaker, I move to strike 
out the last word. I am not going to oppose this bill—in 
fact I have constituents who will benefit by it—but I rise 
for another purpose. At the outset of this session the Demo- 
crats of the House met in caucus and adopted a policy, 
practically by unanimous vote, for the appointment of a 
steering committee. That committee has been organized. 
To the steering committee was to be referred legislation, 
and upon the vote of that steering committee legislation 
was to be presented, when approved for consideration of 
the House. Today a resolution reported from the Com- 
mittee on Rules was considered. That resolution was not 
referred to the steering committee. We have now a bill 
that was not referred to the steering committee. I realize 
that it is of minor importance, speaking of the country as a 
whole, but it is of major importance to some of our citizens, 
The thought that I want to express is this. I feel in the 
future we should endeavor to stop the consideration of pub- 
lic bills which have not been referred to the steering 
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committee when attempts are made to call them up 
on the floor of the House. We should either carry out 
the policy that was adopted by the Democrats in caucus or 
reconsider our policy and decide that we do not want a 
steering committee. Some of us have fought for years to 
secure a steering committee to get away from control by a 
few, and now that we have it through the action of the 
caucus, there seems to be a tendency to ignore the adopted 
policy. I express the hope the Speaker and leader will see 
to it that in the future the steering committee will function 
as the Democrats of the present Congress desired that 
it function. It is no small matter, and if carried out will 
make for harmony. [Applause.] 
Mr. WHITE. Mr. Speaker, I ask for a vote on the bill. 
The bill was ordered to be read a third time, was read 
the third time, and passed, and a motion to reconsider laid 
on the table. j 
WHITE-BORAH RESOLUTION 


Mr. WHITE. Mr. Speaker, I ask unanimous consent to 
extend my remarks in the RECORD. 

The SPEAKER. Is there objection? 

There was no objection. 

Mr. WHITE. Mr. Speaker, the bill under consideration, 
which has passed the Senate, is an emergency measure of 
vital need to the mining industry of this country and Alaska. 

Mr. Speaker, I have been asked to state the number of 
people that would be benefited under the operation of this 
bill. 

Mr. Speaker, in the great area of public lands in the West 
in our mining States there are thousands of mining claims 
staked and held under the provision of our statutes which 
require the expenditure of $100 assessment work annually 
for each claim. In many cases groups of these claims are 
held by companies in which there are thousands of stock- 
holders. Many of these claimants and companies, acting 
in good faith, have developed their mining properties by 
the expenditure of labor and capital in the hopes of discov- 
ering and developing ore bodies of commercial value. 

Mr. Speaker, let me point out that many of the great 
mines producing millions in metal wealth passed through 
the prospect stage and were developed to their productive 
stage by the plan followed by the prospectors that are hold- 
ing unpatented claims in thousands of districts in the min- 
ing States of the West. In many cases after discovering 
veins that give promise of developing into paying mines in 
the mountain fastness, they have complied with the law in 
making their location and have constructed roads, erected 
buildings, brought in machinery, and opened the ground by 
driving tunnels or sinking shafts. Many of these mining 
properties represent the work of a lifetime of the locators 
and company organizations that develop them. Many such 
companies deem it more advisable to expend their money 
in opening and proving the value of the deposits rather 
than making a large outlay necessary to acquire the land by 
patent before its value as a mine is proven. Now, when 
thousands of these owners, through financial inability, are 
unable to meet the requirements of the law and must, if 
the provision is not suspended, lose the labor of a lifetime. 
It is sought here by the passage of this bill to protect these 
helpless mine owners and preserve to them the title of the 
claim that they are holding under the Federal mining law. 

Mr. Speaker, I should like to read to you the account of 
the life work of one of these sturdy prospectors, as outlined 
in an article printed in the Spokesman Review, of Spokane, 
Wash., under date of January 21, 1931: 

By death of T. B. McWilllams, 65-year-old, I- armed miner, at the 
Parnell Hospital at Sandpoint y, Idaho has lost as reso- 
lute a prospector as ever took up a pick and shovel to wrest a for- 
tune from its rugged hills. 

Undeterred by the loss of his right hand in a premature blast 
while driving a prospect tunnel on Scotchman Peak 16 years ago, 
he continued working his claims, lengthening his 3 day by 
day. In his work he used an ingenious device, fitted to the stub 
of his arm by the blacksmith here. It permitted his holding and 
turning drill steel or hooking onto the handle of a wheelbarrow 
to take out the broken rock. 


Known to the sourdoughs and the youths of the region as Uncle 
Tommy”, he on. Summer suns passing, and winter 
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snows, piling high on his lonely cabin roof, found “Uncle Tom- 
my” hammering away at the hard, steel-defying quartzite, boring 
his way to nature's mineral wealth, which has baffled and dis- 
couraged many more able-bodied and better-equipped men. Not 
one tunnel, but four, yawn at the foot of Goat Mountain as 
monuments to his undaunted courage and tireless labor. 

“Uncle Tommy lived to see his dream of a mining camp in 
this district realized. His 40 years of faith and work have been 
an inspiration to those who in recent years have caused the sur- 
rounding hills to yield up silver and lead in paying quantities“, 
was the tribute paid him here today. 

Mr. Speaker, Hope springs eternal in the human breast“, 
and in no breast does it reside with more permanency than 
in the breast of our grizzled prospectors. Fortune awaits 
just 10 feet ahead in the solid rock in the minds of the old 
prospectors. Never daunted, always buoyant, and sure that 
fortune will some day smile upon his efforts, the pros- 
pector pounds away at the clinking drills slowly opening 
the way to the bonanza that lies a few feet ahead in the 
vein that he is following. 

Mr. Speaker, let me recount to you an event in the history 
of mining in Montana, an episode told in mining camps 
wherever beans are boiled and bacon is fried over a pros- 
pector’s camp fire. Years ago a stout-hearted little Irish- 
man by the name of Tommy Cruse formed an idea that, in 
the hills surrounding the great placer diggings in the Helena 
district, somewhere there must be deep-bedded veins of 
gold. He staked his claim high on the mountainside in the 
Marysville district and resolutely drilled and blasted his way 
into the solid rock. Months and years rolled around as 
Tommy pounded away in driving his tunnel, leaving anon 
to go forth and earn a grubstake that he might continue 
his work. Some miner once wrote on his mine door, 
“ Cruse’s folly”, but Tommy persevered single-handed and 
alone and drove 1,300 feet through the rock to open the 
great gold ore body known as the Drom Lummond Mine. 
Tom Carter, of Helena, was his lawyer. 

Tommy’s ambition had always been to own a million dol- 
lars. So when the sale was made and Tommy was secure 
in his million, lawyer Carter saw to it that he retained 
one sixteenth interest in the mine. This produced many 
times Cruse’s original million and may have been one of the 
major reasons for giving us the Honorable Senator Tom 
Carter, of Montana. Tommy opened a bank in Helena for 
carrying out one of his cherished ambitions. When the 
great depression of 1893 closed in on Helena and bank after 
bank closed and eager depositors made a run on Tommy’s 
bank, he simply opened his vaults and piled high in the 
teller’s cages his golden store within sight of everyone, where 
eager depositors could be paid as fast as they came. This 
ended the run on Tommy Cruse’s bank and made financial 
history in the State of Montana. My friends, the romance 
of mining is not dead in the West; many opportunities 
await stout-hearted prospectors that roam the western hills 
seeking for another Drom Lummond. 

Mr. Speaker, in passing this bill let us give the sturdy 
prospector of the West a year’s respite in this gruelling 
hour of depression. Preserve to him the future of his years 
of labor so that when prosperity again smiles upon the min- 
ing industry he may have an opportunity to continue his 
efforts in opening and bringing forth new mineral wealth for 
the use of this great Nation. 

LEAVE TO ADDRESS THE HOUSE 


Mr. PATMAN. Mr. Speaker, I ask unanimous consent to 
proceed for 2 minutes. 

The SPEAKER. Is there objection? 

Mr. MARTIN of Massachusetts. Mr. Speaker, I reserve 
the right to object. The gentleman from Maine [Mr. BEEDY] 
would like to have 15 minutes, following the gentleman from 
Texas. 

The SPEAKER. Is there objection to the request of the 
gentleman from Texas? 

Mr. MARTIN of Massachusetts. Mr. Speaker, reserving 
the right to object, is any other legislation coming before 
the House today? 

Mr. BYRNS. No; but many gentlemen here are very 
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leave while the House is in session. We will have plenty 
of time for discussion next week, because there will be little 
before us the first part of the week. I am not going to 
object to any of these requests for unanimous consent to 
address the House, but I do hope we will be able to adjourn 
soon and permit some of these gentlemen to leave. 

Mr. MARTIN of Massachusetts. Can the gentleman tell 
us the order of business on Monday? 

Mr. BYRNS. At the present time I know of nothing that 
will come up on Monday except possibly the President will 
have a message to deliver on Monday. There are no con- 
ference reports, and I know of no legislation that will come 
up. Of course that is suspension day, and I do not know 
what the Speaker has in mind. 

Mr. MARTIN of Massachusetts. Mr. Speaker, I ask unan- 
imous consent that on Monday, after the reading of the 
Journal and the disposition of business on the Speaker’s 
table, the gentleman from Maine [Mr. Brepy] may address 
the House for 20 minutes. 

The SPEAKER. That is contrary to the rule that we 
have been following. Under the practice, we have not 
granted permission to address the House at some future date. 

Mr. BYRNS. I should not want to give unanimous con- 
sent to that, not knowing what will be before the House on 
Monday. 

Mr. BRITTEN. Is it not possible to agree now that there 
will be no attempt made to pass any particular legislation 
this afternoon, so that Members who desire to speak under 
the unanimous consent may do so? 

Mr. BYRNS. Will the gentleman from Illinois remain 
here until we adjourn, if that is done? 

Mr. BRITTEN. Yes, if the distinguished leader remains 
with me. 

Mr. BYRNS. I certainly will remain, but I wonder 
whether my friend will. 

Mr. MARTIN of Massachusetts. Mr. Speaker, if there is 
no emergency business on Monday, I take it the gentleman 
would not object to Mr. BEEpy’s having 20 minutes at that 
time. 

Mr. BYRNS. No; but I would rather not have the order 
made now. 

Mr. MARTIN of Massachusetts. With that understand- 
ing, I shall not object to the gentleman from Texas’ pro- 
ceeding for 2 minutes. 

Mr. BLACK. Mr. Speaker, will the gentleman from Ten- 
nessee yield? 

Mr. BYRNS. Les. 

Mr. BLACK. I notice that the Senate yesterday passed a 
bill concerning Federal secrets. Is there any possibility of 
that bill’s coming up on Monday? That is the bill that 
passed the House under a misapprehension, which contained 
a press-censorship provision. 

Mr. BYRNS. It would first have to go to conference. 

Mr. BLACK. I ask the question because I want to have 
something to say about my own relations with the Attorney 
General’s office and the Department of State in respect to 
that bill. 

Mr. PARKER of Georgia. Mr. Speaker, I demand the 
regular order. 

Mr. BYRNS. The bill has come over from the Senate. 
It is a bill that came originally from the Committee on the 
Judiciary and I think that that committee should have op- 
portunity to look it over before it is brought up. 

Mr. MARTIN of Massachusetts. Can the gentleman tell 
us whether the Celler resolution is coming up this after- 
noon? 

Mr. BYRNS. It is not. 

Mr. BUSBY. Mr. Speaker, will the gentleman yield? 

Mr. BYRNS. Yes. 

Mr. BUSBY. Some days ago I made points of no quorum 
for a purpose, which I did not explain at that time. 

The thing that is now before the House relates to that 
situation. There is one committee of this House that is 
given the exclusive prerogative of doling out the time of the 
House, not to attend to its business but to let Members make 
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Mr. PARKER of Georgia. Mr. Speaker, the regular order. 

The SPEAKER. Regular order is demanded. 

Mr. BUSBY. Mr. Speaker, I make the point of order that 
there is no quorum present. 

Mr. BYRNS. Will the gentleman withhold that for just 
a moment? 

Mr. BUSBY. No. I insist on the point of no quorum, if 
the gentleman from Georgia [Mr. Parker], is going to be 
so inconsiderate of what I am saying. 

Mr. PARKER of Georgia. Mr. Speaker, I made the point 
before the gentleman from Mississippi was 

Mr. BYRNS. Mr. Speaker, if the gentleman will permit, 
I ask unanimous consent that when the House adjourn 
today it adjourn to meet on Monday next. 

Mr. BUSBY. Mr. Speaker, I insist on the point of order 
of no quorum. I am not satisfied with the attitude of the 
gentleman from Georgia. I arose courteously and for a 
particular purpose. 

Mr. BRITTEN. Will the gentleman yield for a question? 

Mr. BUSBY. Ido not have any time. The regular order 
has been demanded. 

Mr. BRITTEN. Will the gentleman yield for a question? 

Mr. PARKER of Georgia. Mr. Speaker, I have already 
made the statement that I demanded the regular order 
before the gentleman from Mississippi [Mr. Bussy] was 
recognized, and the Recorp should show this to be a fact. 
I withdraw the point of order. 

Mr. BUSBY. Mr. Speaker, I will withdraw the point of 
order of no quorum, temporarily. [Applause.] 


ADJOURNMENT OVER 


Mr. BYRNS. Mr. Speaker, I ask unanimous consent that 
when the House adjourn today it adjourn to meet on Monday 
next. 

The SPEAKER. Is there objection to the request of the 
gentleman from Tennessee [Mr. Byrns]? 

There was no objection. 

Mr. BUSBY. Will the gentleman yield? 

Mr. BYRNS. I yield. 

Mr. BUSBY. I started to make this explanation, because 
some of the Members did not understand the other day why 
I made the point of no quorum. I consider the time of this 
House does not belong to the Committee on Appropriations, 
to be doled out to Members who manage to get some fa- 
vorable ear from the subcommittee chairmen who happen 
to be handling the time. I think those requests of the gen- 
tleman from Texas [Mr. Parman] for time to address the 
House are entirely in order, and that the time of the House 
for debate ought to be controlled by the House and by the 
Speaker, instead of by the Committee on Appropriations. 
The fact is, I do not think the subcommittee chairmen of 
the Appropriations Committee want to be bothered with it. 
I think I shall continue, when the Committee on Appropria- 
tions performs, to make points of no quorum if it is so im- 
portant that it can control the time of the House, to see that 
there is a quorum present to accord them that importance 
to which they are entitled. [Applause.] 

Mr. BYRNS. Permit me to say to the gentleman that I 
have been a Member of this House for some time, and it has 
always been the custom when a bill is pending before the 
House to give the chairman and the ranking minority mem- 
ber the privilege of controlling the time. That has not only 
been done with reference to appropriation bills but it is 
done with reference to every bill that comes before the 
House. 

Mr. BLANTON. To the District bills especially. 

Mr. BYRNS. To the District bills and all bills. I know 
of no other way that we can have any regular procedure in 
the way of debate except by that particular plan which has 
been followed. 

Mr. BUSBY. If the gentleman will yield, I will tell him 
how. You do not discuss your business as other committees 
are required to do. The District Committee does, most of 
the time. 

Mr. BLANTON. It does not have to confine debate to its 
bills, for in Committee of the Whole general debate is always 
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in order. I myself have yielded the gentleman from Mis- 
sissippi a whole hour. I distinctly remember yielding a 
whole hour to the gentleman myself. 

Mr. BUSBY. And I thanked the gentleman for his cour- 
tesy when he was in the chair, and that disposes of that 
matter. 


What I started to say was that formerly we had an oppor- 
tunity of asking the Chair for special orders when men 
really had something to talk about, but we have to forego 
that under the recent arrangement and policy. That is how 
we got time, not from the Appropriations Committee, which 
time belongs to the Members of the House, but from the 
House itself, and from the Speaker, by unanimous consent, 

Mr. DOWELL. Will the gentleman yield? 

Mr. BYRNS. I yield. 

Mr. DOWELL. May I make this suggestion: That when 
the Budget law was passed it was the understanding of 
the Members of the House and that was the rule that the 
Committee on Appropriations was not to consider or bring 
in any legislation. The rule just recently, however, has been 
that the Committee on Appropriations has had entire charge, 
not only of appropriations but of legislation, and if any 
objection is made to the legislation the Rules Committee 
brings in a rule making the legislation in order on an appro- 
priation bill. That is the reason the Committee on Appro- 
priations has the assignment of all this time, because they 
are doing all the legislating as well as appropriating. 

Mr. BYRNS. May I say this: That I have been a member 
of the Committee on Appropriations of this Congress eyer 
since the Budget law was framed and passed. I do want 
to say in justice to that committee, both under Republican 
Congresses and under the last Democratic Congress, that it 
recommended very little legislation on appropriation bills, 
and only in cases of what might be considered an emer- 
gency, and before those matters were brought in the com- 
mittee consulted with the chairman of the legislative com- 
mittee which would have jurisdiction of the matter as to 
whether his committee would object. 

In the recent bill, to which the gentleman refers, there 
is a great deal of important legislation, and the gentleman 
realizes that if all that legislation had gone to legislative 
committees we might have been detained here 2 or 3 weeks 
considering it. Therefore a rule was brought in and the 
House was given an opportunity to vote its sentiments as 
to whether or not it should be retained. 

Mr. DOWELL. If the gentleman will yield a moment, my 
criticism just now was not especially directed to the last bill. 
Before the Budget law was passed all of the legislative com- 
mittees made their recommendations for appropriations, and 
when the Appropriations Committee was given the task of 
recommending appropriations for all activities of the Gov- 
ernment, it was the definite understanding of the House that 
it would bring in no legislation. 

Mr. BYRNS. The gentleman understands, and the coun- 
try understands, that we are legislating now under emer- 
gency conditions, trying to meet a situation which the gen- 
tleman and every Member of the House is very anxious to 
clear up. 

Mr. DOWELL. Yes. 

Mr. BYRNS. This has required a rather unusual number 
of rules during this session; but I hope after we have dis- 
posed of this legislation, which is considered of an emergency 
nature, we can get back to normal conditions, insofar as 
procedure is concerned. As the gentleman from Oklahoma 
said, the amendments put upon this appropriation bill were 
solely in the interest of economy and nothing else. 

The SPEAKER. The gentleman from Texas asks unani- 
mous consent to proceed for 3 minutes. Is there objection? 

There was no objection. 

INVESTIGATION OF MOTION-PICTURE INDUSTRY 

Mr. PATMAN. Mr. Speaker, I voted against the Siro- 
vich resolution because I felt the delay that would be 
caused by an investigation by a congressional committee 
would be in the interest of the law violators rather than 
against their interests. I felt that it would cause consid- 
erable and unnecessary delay. 
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DEPARTMENT OF JUSTICE SHOULD ACT 


I am preparing now and expect to introduce Monday, a 
resolution requesting the Attorney General of the United 
States to immediately and speedily investigate all the 
charges made by Mr. Smowick in his resolution and all 
the charges made against the motion-picture industry, in 
the hope that if violations of the law are discovered that 
criminal and civil actions will be commenced immediately, 
and that there will be no delay. I hope if they are dis- 
covered that those who should be prosecuted will be tried 
before the bar of justice rather than before the bar of 
public opinion. 

FEDERAL TRADE COMMISSION ORGANIZED TRUST 


I do not want this investigation to be made by the Fed- 
eral Trade Commission. The Federal Trade Commission 
made a substantial contribution toward the organization 
of this trust. If I had the time I could convince you that 
the Federal Trade Commission has organized many trusts; 
that it has assisted monopoly and not the people. Cer- 
tainly it is not going to do anything against trusts when 
it is in the trust-organizing business. Therefore, I want a 
fair, impartial, and speedy investigation made by the De- 
partment of Justice in the hope that all violators of the 
law will have to pay a fine, go to the penitentiary, or go to 
jail. I am tired of this “throwing the rabbit in a briar 
patch” or “slap on the wrist” punishment that the Gov- 
ernment has been a party to in recent years. 

Mr. MARTIN of Massachusetts. Mr. Speaker, will the 
gentleman yield? 

Mr. PATMAN. I yield. 

Mr. MARTIN of Massachusetts. Does the gentleman 
think his resolution necessary? Can he not bring the facts 
to the attention of the Attorney General, and would not 
the Attorney General proceed? 

Mr. PATMAN. Since the House refused to adopt the 
Sirovich resolution and since some of the Members were 
misunderstood in veting against the resolution, I felt that 
it would be in order for the House to express itself as favor- 
ing an investigation of the matter and I am introducing 
this resolution for the purpose of allowing the Members to 
record their expressions on this subject. The Attorney Gen- 
eral will probably appreciate an expression from the House 
on this important matter. Certainly he would not object 
to it. 

Mr. MARTIN of Massachusetts. The gentleman is not 
attacking the integrity of Mr. Cummings? 

Mr. PATMAN. Not in the least. 

Mr. MARTIN of Massachusetts. Then I do not see why 
the gentleman’s resolution is necessary. 

Mr. PATMAN. I do not doubt his integrity in the least. 
I have the utmost faith and confidence in Mr. Cummings. 
I believe he will carry out and perform the duties of his 
office, which is more, I will say to the gentleman, than was 
done by his predecessor. This resolution merely requests 
him to make this investigation. 

Mr. MARTIN of Massachusetts. Then why does not the 
gentleman from Texas take it down to the Department of 
Justice and give it to him? 

Mr. PATMAN. Passage of this resolution will be an ex- 
pression from this House that we are in favor of it and 
that we want him to know how we feel about it. 

Mr. COCHRAN of Missouri. Where does the gentleman 
get the information that Members were misinformed who 
voted in the negative on the rule? 

Mr, PATMAN. I did not get that information. I said 
some of them were probably misunderstood. 

Mr. MARTIN of Massachusetts. I think if the gentle- 
man would take a taxi and ride down to the Department 
of Justice he would get there quicker than to wait for the 
resolution to be acted upon. 

Mr. PATMAN. My resolution will be prepared and pre- 
sented Monday. 

Mr. WEIDEMAN. Mr. Speaker, will the gentleman yield? 

Mr. PATMAN, I yield. 
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Mr. WEIDEMAN. The gentleman from Missouri said he 
is going to dispose of this matter, This matter is just 
ee and anyone who opposes it will never hear the end 

FUTILITY OF ORDINARY INVESTIGATION 


Mr. PATMAN. I see no reason why we should investigate 
known violations of the law, except for the purpose of pun- 
ishing someone; if that is the purpose, the investigation 
should be conducted by those who have the power to institute 
criminal and civil proceedings. A congressional committee 
would have no such power. We know the main facts pre- 
sented in the Sirovich resolution, so why delay action against 
the wrongdoers until a congressional committee can spend 
a few months and a few thousand dollars? Such a com- 
mittee would then have to turn the facts over to the Depart- 
ment of Justice, so why not let the Department of Justice 
check the facts that are now known and commence pro- 
ceedings without delay? Delay is a wrongdoer’s best witness. 
If the facts were not already known, I would be in favor of 
the Sirovich resolution. This proposal is unlike the Teapot 
Dome investigation in this: In the Teapot Dome case the 
facts were suspected but not known. In this case the facts 
are known. Do we need an investigation to determine the 
large salaries paid? No; Mr. Smovrck has all that informa- 
tion now, and it is also known by other Government officials. 
It is also known how the giant monopoly is crushing inde- 
pendents and otherwise violating the laws. We do not need 
an investigation by a congressional committee; we need the 
facts compiled for effective criminal and civil action. A few 
criminal cases will do more toward effectively enforcing the 
antitrust and antimonopoly laws than all the investigations 
that can be conducted. Wrongdoers are not afraid of in- 
vestigations by committees powerless to cause punishment 
to be administered. They want us to investigate until the 
Statute of limitations has run against the enforcement of 
criminal penalties. That is what usually happens—a long 
investigation; volumes of testimony printed, never to be read 
by anyone; hundreds of thousands of dollars of the taxpay- 
ers’ money spent, report made years later, and nothing done 
because of the long delay and the statute of limitations. 

INVESTIGATION OTHER FEATURES DESIRABLE 

The Sirovich resolution did not propose an investigation 
of the charge that no bona fide effort is being made to 
censor screen material and that pictures are exhibited that 
are indecent and otherwise unfit for public display; nor the 
charge that the Motion Picture Producers and Distributors 
of America, Inc., of which Mr. Will H. Hays is president, is 
primarily a political organization and, although a public- 
service industry, is attempting to unduly influence public 
opinion by misleading propaganda. The first charge in re- 
gard to indecent pictures I would especially like to see in- 
vestigated. These three subjects should properly be investi- 
gated by a congressional committee in order that the facts 
may be disclosed in aid of future legislation. 

I insist, however, that all investigations that have for 
their purpose the punishment of violators of the criminal 
laws or the antitrust laws where the facts are known should 
be conducted by a body that is in a position to prosecute 
such charges. An investigation to determine facts that are 
not known as a basis for wholesome legislation should 
properly be made by a congressional committee. 

Mr, BUCHANAN. Mr. Speaker, I ask unanimous consent 
to address the House for 3 minutes. 

The SPEAKER. Is there objection to the request of the 
gentleman from Texas? 

There was no objection. 

Mr. BUCHANAN. Mr. Speaker, there has been a great 
deal of discussion here relative to legislation being brought 
in on appropriation bills. I want to state to the Members 
of the House the policy that is going to guide my action as 
chairman of the Appropriations Committee, and that is this: 
When the special session is over and when the emergency 
legislation requested by the President has been enacted or 
disposed of and when normal times come, there will be no 
legislation on the appropriation bills. LApplause.] 
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I just want to let you know that this is my policy and 
under no condition will any legislation be on an appropria- 
tion bill, even during this emergency, unless the President 
requests such legislation. 

Mr. HOEPPEL. Will the gentleman yield? 

Mr. BUCHANAN. I yield. 

Mr. HOEPPEL. Is the gentleman so hopeful as to be- 
lieve that the emergency is going to be over in this session? 

Mr. BUCHANAN. I am hopeful the legislation which we 
shall enact will cause prosperity to return to this country in 
a reasonable time. 

Mr. HOEPPEL. I hope the gentleman is correct, but I 
believe he is wrong. [Laughter.] 

Mr. BUCHANAN, I am sorry the gentleman is such a 
pessimist. 

Mr. BLANTON. May I remark that the gentleman, in- 
stead of looking at the doughnut is looking at the hole. 
(Laughter. 

Mr. BUCHANAN. Now, one other suggestion. We have 
had a special session and there has been emergency legis- 
lation on appropriation bills and there have been appropria- 
tions on legislative bills. Did you hear one complaint from 
any member of the Appropriations Committee against $100,- 
000,000 of actual appropriations carried in the farm relief 
bill? No. Why? Because we want results to bring this 
depression to an end, and we do not want any technicality 
to stand in the way of getting results. [Applause.] What 
do the people of this country care about the rules of the 
House when they are suffering and want results? There- 
fore, whatever will give the quickest results to end this de- 
pression I am for, and I do not justify my action in bring- 
ing in legislation on appropriation bills by Republican prece- 
dents, but on the necessities of the case, and I have no 
apology to make to any man. [Applause.] 

Mr. BLACK. Mr. Speaker, I ask unanimous consent to 
proceed for 5 minutes. 

The SPEAKER. Is there objection? 

There was no objection. 

Mr. BLACK. Mr. Speaker, yesterday I introduced a reso- 
lution, which was referred to the Committee on Foreign Af- 
fairs, to the effect that our delegates to the World Economic 
Conference be directed not to enter into any arrangements 
or aceords or understandings with the delegates from the 
Governments of Germany, Spain, and Mexico. 

I did this on the theory that this country, which has be- 
fore all men stood for the thesis that there should be re- 
ligious freedom, should not in any way use our economic 
resources to continue in power the present Governments of 
Germany, Spain, and Mexico, and thus enable these Gov- 
ernments to continue their persecutions—in Germany of the 
Jews and in Spain and Mexico of the Catholics. 

I think it is highly unfair for this Government in any 
way to call upon the coreligionists in this country of the 
Jews in Germany and the Catholics in Spain and Mexico 
to help by their personal economic resources, through the 
taxing power of this country, governments abroad which are 
persecuting their own people. 

If this country has builded well, because it offered op- 
portunity to all men, regardless of their creed or religious 
belief, this is a good idea for the world to carry out; and 
inasmuch as we have taken a leading part before the world 
in the efficacy of religious freedom, and because we are 
taking a leading part in this conference, I believe we should 
insist that these persecuting governments should not be 
helped in any measure at all by the Government of the 
United States which, after all, is only the people of the 
United States. 

We are going to call upon our people, no matter what 
they are, in the event of agreements with these countries, 
to do something in an economic way to help, and anything 
we do that will help the present Government of Germany 
and the present Governments of Spain and Mexico will only 
be calling upon our people to help to carry on persecutions 
of an economic nature abroad. 
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There is nothing religious about these persecutions. There 
is nothing spiritual about these persecutions. They are en- 
tirely economic persecutions. These governments do not 
care anything about the hereafter of any of their people. 
Those in the countries who insist on the government per- 
secuting do not care anything about the spiritual welfare 
of those persecuted. All they care about is the watch in 
the Jew’s pocket or the watch in the Catholic’s pocket that 
they want. 

Religious persecution is entirely a crass, material proposi- 
tion, and I say this Government should not enter into any 
arrangements at all calling upon Catholics and Jews in this 
country to help continue in power these persecuting govern- 
ments abroad. [Applause.] 


LEAVE OF ABSENCE 


By unanimous consent, the following leave of absence 
was granted: 

To Mr. Witu1ams, indefinitely, on account of illness. 

To Mr. Driver, for 1 week, on account of important busi- 
ness. 

To Mr. Crarx of North Carolina, for several days, on 
account of important business. 


ENROLLED BILLS SIGNED 


Mr. PARSONS, from the Committee on Enrolled Bills, 
reported that that committee had examined and found truly 
enrolled bills of the House of the following titles, which were 
thereupon signed by the Speaker: 

H.R. 3835. An act to relieve the existing national economic 
emergency by increasing agricultural purchasing power, to 
raise revenue for extraordinary expenses incurred by reason 
of such emergency, to provide emergency relief with respect 
to agricultural indebtedness, to provide for the orderly liqui- 
dation of joint-stock land banks, and for other purposes; 
and 

H.R. 4606. An act to provide for cooperation by the Fed- 
eral Government with the several States and Territories and 
the District of Columbia in relieving the hardship and suf- 
fering caused by unemployment, and for other purposes. 


BILLS PRESENTED TO THE PRESIDENT 


Mr. PARSONS, from the Committee on Enrolled Bills, re- 
ported that that committee did on this day present to the 
President, for his approval, bills of the House of the follow- 
ing titles: 

H.R. 3835. An act to relieve the existing national economic 
emergency by increasing agricultural purchasing power, to 
raise revenue for extraordinary expenses incurred by reason 
of such emergency, to provide emergency relief with respect 
to agricultural indebtedness, to provide for the orderly 
liquidation of joint-stock land banks, and for other pur- 
poses; and 

H.R. 4606. An act to provide for cooperation by the Fed- 
eral Government with the several States and Territories and 
the District of Columbia in relieving the hardship and suf- 
ering caused by unemployment, and for other purposes. 

ADJOURNMENT 

Mr. BYRNS. Mr. Speaker, I move that the House do now 
adjourn. 

The motion was agreed to; accordingly (at 2 o’clock and 
1 minute p.m.) the House, under its previous order, ad- 
journed until Monday, May 15, 1933, at 12 o'clock noon. 


PRIVATE BILLS AND RESOLUTIONS 

Under clause 1 of rule XXI, private bills and resolutions 
were introduced and severally referred as follows: 

By Mr. GLOVER: A bill (H.R. 5623) for the relief of 
William F. Henley; to the Committee on War Claims. 

By Mr. HARTLEY: A bill (H.R. 5624) granting compensa- 
tion to Philip R. Roby; to the Committee on Claims. 

By Mr. KNUTSON: A bill (H.R. 5625) to authorize the 
sale and conveyance by the Department of the Interior ta 
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C. M. Hanson, of Bricelyn, Minn., or his heirs, successors or 
assigns, of approximately 134 acres of lot 2, section 33, 
township 43 north, range 27 west, in the county of Mille 
Lacs, Minn.; to the Committee on Indian Affairs. 


PETITIONS, ETC. 


Under clause 1 of rule XXII, petitions and papers were 
laid on the Clerk’s desk and referred as follows: 

1023. By Mr. BACON: Petition signed by 3,610 citizens, 
mostly resident in New York State, protesting against the 
enactment of any legislation to admit aliens from Europe 
outside of quota restrictions; to the Committee on Immigra- 
tion and Naturalization. 

1024. By Mr. KENNEY: Petition of the Department of 
New Jersey, Reserve Officers’ Association of the United 
States, in convention assembled, protesting against any fur- 
ther weakening of national defense, and in particular against 
any reduction in the number of officers in the Regular Army 
or in the amount of training given to Reserve officers; to the 
Committee on Military Affairs. 

1025. Also, petition of the Department of New Jersey, 
Reserve Officers’ Association of the United States, in conven- 
tion assembled, protesting against any further weakening 
of national defense, and in particular against any reduc- 
tion in the number of officers in the Regular Army or in the 
amount of training given to Reserve officers; to the Commit- 
tee on Naval Affairs. 

1026. By Mr. LINDSAY: Petition of the Industrial Chem- 
ical Sales Co., Inc., New York City, opposing House bill 
3759; to the Committee on the Judiciary. 

1027. Also, petition of the Women’s Auxiliary of the Dem- 
ocratic Veterans’ Organization of Kings County, Holly Club, 
Brooklyn, N.Y., opposing modification or cancelation of any 
Government insurance policies; to the Committee on Ways 
and Means. 

1028. By Mr. MALONEY of Connecticut: Resolution of 
the Common Council of the City of Bridgeport, relative to 
commemorating the naturalization of Brig. Gen. Thaddeus 
Kosciusko; to the Committee on the Post Office and Post 
Roads. 

1029. By Mr. RUDD: Petition of the Women’s Auxiliary 
of the Democratic Veterans Organization of Kings County, 
Brooklyn, N.Y., opposing any modification or cancelation of 


Government insurance policies; to the Committee on World Byrd 


War Veterans’ Legislation. 

1030. By Mr. SANDERS: Resolution of the Texas Senate, 
favoring an amendment of the Wagner bill so that the 
Reconstruction Finance Corporation funds could be appro- 
priated to the Texas Relief Commission to be used for the 
building of good roads in any section of the State; to the 
Committee on Education. 

1031. By Mr. TARVER: Petition of T. W. Langston, of 
Atlanta, Ga., protesting against the harsh measures of the 
economy bill, and calling attention to the effects of this 
law; to the Committee on World War Veterans’ Legislation. 

1032. By Mr. TERRELL: Petition of Commissioners Court 
of Panola County, Tex., requesting appropriations for Fed- 
eral highway building; to the Committee on Roads. 

1033. By Mr. SWEENEY: Petition of the members of the 
congregation Knesseth Israel of Cleveland, Ohio, requesting 
that the United States, through its administrative and dip- 
lomatic agencies, declare to the German Government its 
disapproval of the inhuman and brutal treatment of Jew- 
ish citizens of Germany; to the Committee on Foreign 
Affairs. 

1034. Also, petition of the members of the Temple on the 
Heights of the city of Cleveland Heights, Ohio, represent- 
ing 900 families, in annual meeting assembled, deploring the 
situation of the Jews in Germany, and appealing to the 
heart of humanity to stem the growing tide of anti-Sem- 
itism and exert its influence to put an end to this pro- 
gram of medieval cruelty in Germany; to the Committee 
on Foreign Affairs, 
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SENATE 
Monpay, May 15, 1933 


The Chaplain, Rev. Ze Barney T. Phillips, D.D., offered the 
following prayer: 


Almighty God our Heavenly Father, with whom is the 
well of life and light; impart to our thirsting souls the 
draught of living water from Thy plenteous fountain, and 
increase in us the brightness of divine knowledge, that our 
a minds may be illumined by the effulgence of Thy 

ve. 

Calm Thou our spirits by that subduing power which 
alone can bring all scattered thoughts into captivity to Thee, 
that we may find that inward peace in which Thy Spirit's 
voice is heard, calling us to sacrificial service for the welfare 
of our Nation. Deal tenderly with all mankind, granting 
hope to the discouraged, forgiveness to the sinful, friendship 
to the lonely, comfort to the sorrowing, and, to us all, light 
at eventide. We ask it in the name of Jesus Christ our 
Lord. Amen. 

THE JOURNAL 


The Chief Clerk proceeded to read the Journal of the 
proceedings of the calendar days of May 11 and 12, when, 
on motion of Mr. Rosrtnson of Arkansas, and by unanimous 
consent, the further reading was dispensed with, and the 
Journal was approved. 

CALL OF THE ROLL 

Mr. LEWIS. I suggest the absence of a quorum and move 
@ roll call. 

The VICE PRESIDENT. The clerk will call the roll. 

The legislative clerk called the roll, and the following 
Senators answered to their names: 


Adams Coolidge Hebert Reed 
Ashurst Co; Johnson Reynolds 
Austin Costigan Kendrick Robinson, Ark. 

Couzens Keyes Robinson, Ind. 
Bailey Cutting King 1 

Dickinson La Follette Schall 
Barbour Dieterich Lewis heppard 
Barkley 1 Shipstead 
B Lonergan Smith 
Bone Erickson. Steiwer 
Borah Fess Stephens 
Bratton Fletcher McCarran Thomas, Okla. 
Brown. Frazier ellar Thomas, Utah 
Bulkley George Townsend 
Bulow cue Metcalf 

asborough Murphy Tydings 

Gore Neely Vandenberg 
Capper Hale Norris Van Nuys 
Caraway Harrison Nye Wagner 
Carey Hastings Walsh 
Clark Hatfield Patterson Wheeler 
Connally Hayden Pope White 


Mr. LEWIS. I wish to announce that the Senator from 
Kansas [Mr. McGILL] is detained by illness. I ask that this 
announcement may remain for the day. 

The VICE PRESIDENT. Eighty-eight Senators have an- 
swered to their names. A quorum is present. 


MUSCLE SHOALS—CONFERENCE REPORT 
Mr. SMITH submitted the following report: 


The committee of conference on the disagreeing votes of 
the two Houses on the amendment of the Senate to the 
bill (H.R. 5081) to provide for the common defense; to aid 
interstate commerce by navigation; to provide flood control; 
to promote the general welfare by creating the Tennessee 
Valley Authority; to operate the Muscle Shoals properties; 
and to encourage agricultural, industrial, and economic 
development, having met, after full and free conference, 
have agreed to recommend and do recommend to their 
respective Houses as follows: 

That the House recede from its disagreement to the 
amendment of the Senate and agree to the same with an 
amendment as follows: In lieu of the matter inserted by 
the Senate insert the following: 

“That for the purpose of maintaining and operating the 
properties now owned by the United States in the vicinity 
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of Muscle Shoals, Ala. in the interest of the national 
defense and for agricultural and industrial development, 
and to improve navigation in the Tennessee River and to 
control the destructive flood waters in the Tennessee River 
and Mississippi River Basins, there is hereby created a body 
corporate by the name of the ‘Tennessee Valley Authority’ 
(hereinafter referred to as the ‘Corporation’). The 
board of directors first appointed shall be deemed the incor- 
porators, and the incorporation shall be held to have been 
effected from the date of the first meeting of the board. 
This act may be cited as the ‘Tennessee Valley Authority 
Act of 1933.“ 

“Sec. 2. (a) The board of directors of the Corporation 
(hereinafter referred to as the ‘ board’) shall be composed 
of three members, to be appointed by the President, by and 
with the advice and consent of the Senate. In appointing 
the members of the board, the President shall designate the 
chairman. All other officials, agents, and employees shall 
be designated and selected by the board. 

“(b) The terms of office of the members first taking 
office after the approval of this act shall expire as desig- 
nated by the President at the time of nomination, 1 at 
the end of the third year, 1 at the end of the sixth year, 
and 1 at the end of the ninth year, after the date of 
approval of this act. A successor to a member of the board 
shall be appointed in the same manner as the original 
members and shall have a term of office expiring 9 years 
from the date of the expiration of the term for which his 
predecessor was appointed. 

“(c) Any member appointed to fill a vacancy in the 
board occurring prior to the expiration of the term for 
which his predecessor was appointed shall be appointed for 
the remainder of such term. 

“(d) Vacancies in the board so long as there shall be 2 
members in office shall not impair the powers of the board 
to execute the functions of the Corporation, and 2 of the 
members in office shall constitute a quorum for the trans- 
action of the business of the board. 

“(e) Each of the members of the board shall be a citizen 
of the United States, and shall receive a salary at the rate 
of $10,000 a year, to be paid by the Corporation as current 
expenses. Each member of the board, in addition to his 
salary, shall be permitted to occupy as his residence one of 
the dwelling houses owned by the Government in the vicinity 
of Muscle Shoals, Ala., the same to be designated by the 
President of the United States. Members of the board shall 
be reimbursed by the Corporation for actual expenses (in- 
cluding traveling and subsistence expenses) incurred by 
them in the performance of the duties vested in the board 
by this act. No member of said board shall, during his con- 
tinuance in office, be engaged in any other business, but each 
member shall devote himself to the work of the Corporation. 

„f) No director shall have financial interest in any public- 
utility corporation engaged in the business of distributing 
and selling power to the public nor in any corporation en- 
gaged in the manufacture, selling, or distribution of fixed 
nitrogen or fertilizer, or any ingredients thereof, nor shall 
any member have any interest in any business that may be 
adversely affected by the success of the Corporation as a 
producer of concentrated fertilizers or as a producer of 
electric power. 

“(g) The board shall direct the exercise of all the powers 
of the Corporation. 

“(h) All members of the board shall be persons who pro- 
fess a belief in the feasibility and wisdom of this act. 

_ “Src. 3. The board shall, without regard to the provi- 
sions of Civil Service laws applicable to officers and em- 
ployees of the United States, appoint such managers, 
assistant managers, officers, employees, attorneys, and agents, 
as are necessary for the transaction of its business, fix their 
compensation, define their duties, require bonds of such of 
them as the board may designate, and provide a system of 
organization to fix responsibility and promote efficiency. 
Any appointee of the board may be removed in the discretion 
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of the board. No regular officer or employee of the Cor- 
poration shall receive a salary in excess of that received by 
the members of the board. 

“All contracts to which the Corporation is a party and 
which require the employment of laborers and mechanics in 
the construction, alteration, maintenance, or repair of build- 
ings, dams, locks, or other projects shall contain a provision 
that not less than the prevailing rate of wages for work of a 
similar nature prevailing in the vicinity shall be paid to such 
laborers or mechanics. 

In the event any dispute arises as to what are the pre- 
vailing rates of wages, the question shall be referred to the 
Secretary of Labor for determination, and his decision shall 
be final. In the determination of such prevailing rate or 
rates, due regard shall be given to those rates which have 
been secured through collective agreement by representa- 
tives of employers and employees. 

“Where such work as is described in the two preceding 
paragraphs is done directly by the Corporation the pre- 
vailing rate of wages shall be paid in the same manner as 
though such work had been let by contract. 

“Insofar as applicable the benefits of the act entitled 
‘An act to provide compensation for employees of the 
United States suffering injuries while in the performance of 
their duties, and for other purposes’, approved September 
7, 1916, as amended, shall extend to persons given employ- 
ment under the provisions of this act. 

“Sec. 4. Except as otherwise specifically provided in this 
act, the Corporation— 

“(a) Shall have succession in its corporate name. 

“(b) May sue and be sued in its corporate name, 

„e) May adopt and use a corporate seal, which shall be 
judicially noticed. 

„d) May make contracts, as herein authorized. 

“(e) May adopt, amend, and repeal bylaws, 

“(f) May purchase or lease and hold such real and per- 
sonal property as it deems necessary or convenient in the 
transaction of its business, and may dispose of any such 
personal property held by it. 

“The board shall select a treasurer and as many assistant 
treasurers as it deems proper, which treasurer and assistant 
treasurers shall give such bonds for the safe-keeping of the 
securities and moneys of the said Corporation as the board 
may require: Provided, That any member of said board may 
be removed from office at any time by a concurrent resolu- 
tion of the Senate and the House of Representatives. 

„(g) Shall have such powers as may be necessary or 
appropriate for the exercise of the powers herein specifically 
conferred upon the Corporation. 

“(h) Shall have power in the name of the United States 
of America to exercise the right of eminent domain, and 
in the purchase of any real estate or the acquisition of real 
estate by condemnation proceedings, the title to such real 
estate shall be taken in the name of the United States of 
America, and thereupon all such real estate shall be en- 
trusted to the Corporation as the agent of the United States 
to accomplish the purposes of this act. 

“(i) Shall have power to acquire real estate for the con- 
struction of dams, reservoirs, transmission lines, power 
houses, and other structures, and navigation projects at any 
point along the Tennessee River, or any of its tributaries, 
and in the event that the owner or owners of such property 
shall fail or refuse to sell to the Corporation at a price 
deemed fair and reasonable by the board, then the Cor- 
poration may proceed to exercise the right of eminent do- 
main, and to condemn all property that it deems necessary 
for carrying out the purposes of this act, and all such con- 
demnation proceedings shall be had pursuant to the pro- 
visions and requirements hereinafter specified, with refer- 
ence to any and all condemnation proceedings. 

j) Shall have power to construct dams, reservoirs, power 
houses, power structures, transmission lines, navigation proj- 
ects, and incidental works in the Tennessee River and its 
tributaries, and to unite the various power installations into 
one or more systems by transmission lines, 
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“Sec. 5. The board is hereby authorized 

“(a) To contract with commercial producers for the pro- 
duction of such fertilizers or fertilizer materials as may be 
needed in the Government’s program of development and 
introduction in excess of that produced by Government 
plants. Such contracts may provide either for outright pur- 
chase of materials by the board or only for the payment of 
carrying charges on special materials manufactured at the 
board's request for its program. 

“(b) To arrange with farmers and farm organizations for 
large-scale practical use of the new forms of fertilizers under 
conditions permitting an accurate measure of the economic 
return they produce. 

%% To cooperate with National, State, district, or county 
experimental stations or demonstration farms, for the use of 
new forms of fertilizer or fertilizer practices during the initial 
or experimental period of their introduction. 

“(d) The board in order to improve and cheapen the pro- 
duction of fertilizer is authorized to manufacture and sell 
fixed nitrogen, fertilizer, and fertilizer ingredients at Muscle 
Shoals by the employment of existing facilities, by modern- 
izing existing plants, or by any other process or processes 
that in its judgment shall appear wise and profitable for 
the fixation of atmospheric nitrogen or the cheapening of 
the production of fertilizer. 

“(e) Under the authority of this act the board may make 
donations or sales of the product of the plant or plants oper- 
ated by it to be fairly and equitably distributed through 
the agency of county demonstration agents, agricultural col- 
leges, or otherwise as the board may direct, for experimenta- 
tion, education, and introduction of the use of such products 
in cooperation with practical farmers so as to obtain infor- 
mation as to the value, effect, and best methods of their use. 

“(f) The board is authorized to make alterations, modifi- 
cations, or improvements in existing plants and facilities, 
and to construct new plants. 

“(g) In the event it is not used for the fixation of nitrogen 
for agricultural purposes, or leased, then the board shall 
maintain a stand-by condition nitrate plant no. 2, or its 
equivalent, for the fixation of atmospheric nitrogen, for the 
production of explosives in the event of war or a national 
emergency, until the Congress shall by joint resolution re- 
lease the board from this obligation, and if any part thereof 
be used by the board for the manufacture of phosphoric 
acid or potash, the balance of nitrate plant no. 2 shall be 
kept in stand-by condition. 

„h) To establish, maintain, and operate laboratories and 
experimental plants, and to undertake experiments for the 
purpose of enabling the Corporation to furnish nitrogen 
products for military purposes, and nitrogen and other fer- 
tilizer products for agricultural purposes in the most eco- 
nomical manner and at the highest standard of efficiency. 

ij) To request the assistance and advice of any officer, 
agent, or employee of any executive department or of any 
independent office of the United States, to enable the Cor- 
poration the better to carry out its powers successfully, and 
as far as practicable shall utilize the services of such officers, 
agents, and employees, and the President shall, if in his 
opinion, the public interest, service, or economy so require, 
direct that such assistance, advice, and service be rendered 
to the Corporation, and any individual that may be by the 
President directed to render such assistance, advice, and 
service shall be thereafter subject to the orders, rules, and 
regulations of the board: Provided, That any invention or 
discovery made by virtue of and incidental to such service 
by an employee of the Government of the United States 
serving under this section, or by any employee of the Cor- 
poration, together with any patents which may be granted 
thereon, shall be the sole and exclusive property of the Cor- 
poration, which is hereby authorized to grant such licenses 
thereunder as shall be authorized by the board: Provided 
further, That the board may pay to such inventor such sum 
from the income from sale of licenses as it may deem proper. 

“(j) Upon the requisition of the Secretary of War or the 
Secretary of the Navy to manufacture for and sell at cost 
to the United States explosives or their nitrogenous content. 
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“(k) Upon the requisition of the Secretary of War the 
Corporation shall allot and deliver without charge to the 
War Department so much power as shall be necessary in the 
judgment of said Department for use in operation of all 
locks, lifts, or other facilities in aid of navigation. 

) To produce, distribute, and sell electric power, as 
herein particularly specified. 

“(m) No products of the Corporation shall be sold for 
use outside of the United States, its Territories and posses- 
sions, except to the United States Government for the use 
of its Army and Navy, or to its allies in case of war. 

“(n) The President is authorized, within 12 months after 
the passage of this act, to lease to any responsible farm 
organization or to any corporation organized by it nitrate 
plant no. 2 and Waco Quarry, together with the railroad 
connecting said quarry with nitrate plant no. 2, for a term 
not exceeding 50 years at a rental of not less than $1 per 
year, but such authority shall be subject to the express con- 
dition that the lessee shall use said property during the term 
of said lease exclusively for the manufacture of fertilizer and 
fertilizer ingredients to be used only in the manufacture of 
fertilizer by said lessee and sold for use as fertilizer. The 
said lessee shall covenant to keep said property in first-class 
condition, but the lessee shall be authorized to modernize 
said plant no. 2 by the installation of such machinery as 
may be necessary, and is authorized to amortize the cost of 
said machinery and improvements over the term of said 
lease or any part thereof. Said lease shall also provide that 
the board shall sell to the lessee power for the operation of 
said plant at the same schedule of prices that it charges all 
other customers for power of the same class and quantity. 
Said lease shall also provide that, if the said lessee does not 
desire to buy power of the publicly owned plant, it shall have 
the right to purchase its power for the operation of said 
plant of the Alabama Power Co. or any other publicly or 
privately owned corporation engaged in the generation and 
sale of electric power, and in such case the lease shall pro- 
vide further that the said lessee shall have a free right of 
way to build a transmission line over Government property 
to said plant paying the actual expenses and damages, if any, 
incurred by the Corporation on account of such line. Said 
lease shall also provide that the said lessee shall covenant 
that during the term of said lease the said lessee shall not 
enter into any illegal monopoly, combination, or trust with 
any privately owned corporation engaged in the manufac- 
ture, production, and sale of fertilizer with the object or 
effect of increasing the price of fertilizer to the farmer. 

“ Sec, 6. In the appointment of officials and the selection 
of employees for said Corporation, and in the promotion of 
any such employees or officials, no political test or qualifica- 
tion shall be permitted or given consideration, but all such 
appointments and promotions shall be given and made on 
the basis of merit and efficiency. Any member of said board 
who is found by the President of the United States to be 
guilty of a violation of this section shall be removed from 
office by the President of the United States, and any ap- 
pointee of said board who is found by the board to be guilty 
of a violation of this section shall be removed from office by 
said board. 

“Sec. 7. In order to enable the Corporation to exercise 
the powers and duties vested in it by this act— 

„%% The exclusive use, possession, and control of the 
United States nitrate plants nos. 1 and 2, including steam 
plants, located, respectively, at Sheffield, Ala., and Muscle 
Shoals, Ala., together with all real estate and buildings con- 
nected therewith, all tools and machinery, equipment, acces- 
sories, and materials belonging thereto, and all laboratories 
and plants used as auxiliaries thereto; the fixed-nitrogen 
research laboratory, the Waco limestone quarry, in Alabama, 
and Dam No. 2, located at Muscle Shoals, its power house, 
and all hydroelectric and operating appurtenances (except 
the locks), and all machinery, lands, and buildings in con- 
nection therewith, and all appurtenances thereof, and all 
other property to be acquired by the Corporation in its own 
name or in the name of the United States of America, are 


1933 


hereby entrusted to the Corporation for the purposes of this 
act. 

“(b) The President of the United States is authorized to 
provide for the transfer to the Corporation of the use, pos- 
session, and control of such other real or personal property 
of the United States as he may from time to time deem 
necessary and proper for the purposes of the Corporation as 
herein stated. 

“Sec. 8. (a) The Corporation shall maintain its principal 
office in the immediate vicinity of Muscle Shoals, Ala. The 
Corporation shall be held to be an inhabitant and resident 
of the northern judicial district of Alabama within the mean- 
ing of the laws of the United States relating to the venue 
of civil suits. 

“(b) The Corporation shall at all times maintain com- 
plete and accurate books of accounts. 

„e) Each member of the board, before entering upon the 
duties of his office, shall subscribe to an oath (or affirmation) 
to support the Constitution of the United States and to 
faithfully and impartially perform the duties imposed upon 
him by this act. 

“Sec. 9. (a) The board shall file with the President and 
with the Congress, in December of each year, a financial 
statement and a complete report as to the business of the 
Corporation covering the preceding governmental fiscal year. 
This report shall include an itemized statement of the cost 
of power at each power station, the total number of em- 
ployees and the names, salaries, and duties of those receiving 
compensation at the rate of more than $1,500 a year. 

“(b) The Comptroller General of the United States shall 
audit the transactions of the Corporation at such times as he 
shall determine, but not less frequently than once each gov- 
ernmental fiscal year, with personnel of his selection. In 
such connection he and his representatives shall have free 
and open access to all papers, books, records, files, accounts, 
plants, warehouses, offices, and all other things, property 
and places belonging to or under the control of or used or 
employed by the Corporation, and shall be afforded full 
facilities for counting all cash and verifying transactions 
with and balances in depositaries. He shall make report 
of each such audit in quadruplicate, one copy for the Presi- 
dent of the United States, one for the chairman of the 
board, one for public inspection at the principal office of the 
Corporation, and the other to be retained by him for the uses 
of the Congress. The expenses of each such audit may be 
paid from moneys advanced therefor by the Corporation, or 
from any appropriation or appropriations for the General 
Accounting Office, and appropriations so used shall be re- 
imbursed promptly by the Corporation as billed by the Comp- 
troller General. All such audit expenses shall be charged 
to operating expenses of the Corporation. The Comptroller 
General shall make special report to the President of the 
United States and to the Congress of any transaction or 
condition found by him to be in conflict with the powers or 
duties intrusted to the Corporation by law. 

“Sec. 10. The board is hereby empowered and authorized 
to sell the surplus power not used in its operations, and for 
operation of locks and other works generated by it, to 
States, counties, municipalities, corporations, partnerships, 
or individuals, according to the policies hereinafter set 
forth; and to carry out said authority, the board is author- 
ized to enter into contracts for such sale for a term not ex- 
ceeding 20 years, and in the sale of such current by the 
board it shall give preference to States, counties, munici- 
palities, and cooperative organizations of citizens or farmers, 
not organized or doing business for profit, but primarily for 
the purpose of supplying electricity to its own citizens or 
members: Provided, That all contracts made with private 
companies or individuals for the sale of power, which power 
is to be resold for a profit, shall contain a provision au- 
thorizing the board to cancel said contract upon 5 years’ 
notice in writing, if the board needs said power to supply 
the demands of States, counties, or municipalities. In order 
to promote and encourage the fullest possible use of electric 
light and power on farms within reasonable distance of any 
of its transmission lines the board in its discretion shall 
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have power to construct transmission lines to farms and 
small villages that are not otherwise supplied with elec- 
tricity at reasonable rates, and to make such rules and 
regulations governing such sale and distribution of such 
electric power as in its judgment may be just and equitable: 
Provided further, That the board is hereby authorized and 
directed to make studies, experiments, and determinations 
to promote the wider and better use of electric power for 
agricultural and domestic use, or for small or local indus- 
tries, and it may cooperate with State governments, or their 
subdivisions or agencies, with educational or research in- 
stitutions, and with cooperatives or other organizations, in 
the application of electric power to the fuller and better 
balanced development of the resources of the region. 

“Src. 11. It is hereby declared to be the policy of the 
Government so far as practical to distribute and sell the sur- 
plus power generated at Muscle Shoals equitably among the 
States, counties, and municipalities within transmission 
distance. This policy is further declared to be that the 
projects herein provided for shall be considered primarily 
as for the benefit of the people of the section as a whole and 
particularly the domestic and rural consumers to whom the 
power can economically be made available, and accordingly 
that sale to and use by industry shall be a secondary pur- 
pose, to be utilized principally to secure a sufficiently high 
load factor and revenue returns which will permit domestic 
and rural use at the lowest possible rates and in such man- 
ner as to encourage increased domestic and rural use of elec- 
tricity. It is further hereby declared to be the policy of the 
Government to utilize the Muscle Shoals properties so far as 
may be necessary to improve, increase, and cheapen the 
production of fertilizer and fertilizer ingredients by carrying 
out the provisions of this act. 

“Src. 12. In order to place the board upon a fair basis 
for making such contracts and for receiving bids for the 
sale of such power, it is hereby expressly authorized, either 
from appropriations made by Congress or from funds secured 
from the sale of such power, or from funds secured by the 
sale of bonds hereafter provided for, to construct, lease, pur- 
chase, or authorize the construction of transmission lines 
within transmission distance from the place where gener- 
ated, and to interconnect with other systems. The board is 
also authorized to lease to any person, persons, or corpora- 
tion the use of any transmission line owned by the Govern- 
ment and operated by the board, but no such lease shall be 
made that in any way interferes with the use of such trans- 
mission line by the board: Provided, That if any State, 
county, municipality, or other public or cooperative organi- 
zation of citizens or farmers, not organized or doing business 
for profit, but primarily for the purpose of supplying elec- 
tricity to its own citizens or members, or any two or more 
of such municipalities or organizations, shall construct or 
agree to construct and maintain a properly designed and 
built transmission line to the Government reservation upon 
which is located a Government generating plant, or to a 
main transmission line owned by the Government or leased 
by the board and under the control of the board, the board 
is hereby authorized and directed to contract with such 
State, county, municipality, or other organization, or two 
or more of them, for the sale of electricity for a term not 
exceeding 30 years; and in any such case the board shall 
give to such State, county, municipality, or other organiza- 
tion ample time to fully comply with any local law now 
in existence or hereafter enacted providing for the neces- 
sary legal authority for such State, county, municipality, 
or other organization to contract with the board for such 
power: Provided further, That all contracts entered into 
between the Corporation and any municipality or other po- 
litical subdivision or corporative organization shall provide 
that the electric power shall be sold and distributed to the 
ultimate consumer without discrimination as between con- 
sumers of the same class, and such contract shall be voidable 
at the election of the board if a discriminatory rate, rebate, 
or other special concession is made or given to any consumer 
or user by the municipality or other political subdivision or 
cooperative organization: And provided further, That as 
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to any surplus power not so sold as above provided to States, 
! counties, municipalities, or other said organizations, before 
the board shall sell the same to any person or corporation 
engaged in the distribution and resale of electricity for 
profit, it shall require said person or corporation to agree 
that any resale of such electric power by said person or 
corporation shall be made to the ultimate consumer of such 
electric power at prices that shall not exceed a schedule 
fixed by the board from time to time as reasonable, just, and 
fair; and in case of any such sale, if an amount is charged 
the ultimate consumer which is in excess of the price so 
deemed to be just, reasonable, and fair by the board, the 
contract for such sale between the board and such dis- 
tributor of electricity shall be voidable at the election of 
the board: And provided further, That the board is hereby 
authorized to enter into contracts with other power sys- 
tems for the mutual exchange of unused excess power upon 
suitable terms, for the conservation of stored water, and as 
an emergency or break-down relief. 

“Sec. 13. Five percent of the gross proceeds received by 
the board for the sale of power generated at Dam No. 2, or 
from any other hydropower plant hereafter constructed in 
the State of Alabama, shall be paid to the State of Alabama; 
and 5 percent of the gross proceeds from the sale of power 
generated at Cove Creek Dam, hereinafter provided for, or 
any other dam located in the State of Tennessee, shall be 
paid to the State of Tennessee. Upon the completion of 
said Cove Creek Dam the board shall ascertain how much 
additional power is thereby generated at Dam No. 2 and 
at any other dam hereafter constructed by the Government 
of the United States on the Tennessee River, in the State 
of Alabama, or in the State of Tennessee, and from the gross 
proceeds of the sale of such additional power 2½ percent 
shall be paid to the State of Alabama and 2% percent to 
the State of Tennessee. These percentages shall apply to 
any other dam that may hereafter be constructed and 
controlled and operated by the board on the Tennessee 
River or any of its tributaries, the main purpose of which 
is to control flood waters and where the development 
of electric power is incidental to the operation of such 
flood- control dam. In ascertaining the gross proceeds from 
the sale of such power upon which a percentage is paid to 
the States of Alabama and Tennessee, the board shall not 
take into consideration the proceeds of any power sold or 
delivered to the Government of the United States, or any 
department or agency of the Government of the United 
States, used in the operation of any locks on the Tennessee 
River or for any experimental purpose, or for the manufac- 
ture of fertilizer or any of the ingredients thereof, or for 
any other governmental purpose: Provided, That the per- 
centages to be paid to the States of Alabama and Tennessee, 
as provided in this section, shall be subject to revision and 
change by the board, and any new percentages established 
by the board, when approved by the President, shall remain 
in effect until and unless again changed by the board with 
the approval of the President. No change of said percent- 
ages shall be made more often than once in 5 years, and no 
change shall be made without giving to the States of Ala- 
bama and Tennessee an opportunity to be heard. 

“ Sec. 14. The board shall make a thorough investigation 
as to the present value of Dam No. 2, and the steam plants 
at nitrate plant no. 1, and nitrate plant no. 2, and as to 
the cost of Cove Creek Dam, for the purpose of ascertaining 
how much of the value or the cost of said properties shall 
be allccated and charged up to (1) flood control, (2) navi- 
gation, (3) fertilizer, (4) national defense, and (5) the 
development of power. The findings thus made by the 
board, when approved by the President of the United States, 
shall be final, and such findings shall thereafter be used in 
all allocation of yalue for the purpose of keeping the book 
value of said properties. In like manner, the cost and book 
value of any dams, steam plants, or other similar improve- 
ments hereafter constructed and turned over to said board 
for the purpose of control and management shall be ascer- 
tained and allocated. 

“ Sec. 15. In the construction of any future dam, steam 
plant, or other facility, to be used in whole or in part for 
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the generation or transmission of electric power the board 
is hereby authorized and empowered to issue on the credit 
of the United States and to sell serial bonds not exceeding 
$50,000,000 in amount, having a maturity not more than 
50 years from the date of issue thereof, and bearing interest 
not exceeding 3% percent per annum. Said bonds shall be 
issued and sold in amounts and prices approved by the 
Secretary of the Treasury, but all such bonds as may be so 
issued and sold shall have equal rank. None of said bonds 
shall be sold below par, and no fee, commission, or compen- 
sation whatever shall be paid to any person, firm, or cor- 
poration for handling, negotiating the sale, or selling the 
said bonds. All of such bonds so issued and sold shall have 
all the rights and privileges accorded by law to Panama 
Canal bonds, authorized by section 8 of the act of June 28, 
1902, chapter 1302, as amended by the act of December 21, 
1905 (ch. 3, sec. 1, 34 Stat. 5), as now compiled in section 
743 of title 31 of the United States Code. All funds derived 
from the sale of such bonds shall be paid over to the 
Corporation. 

“ Sec, 16. The board, whenever the President deems it ad- 
visable, is hereby empowered and directed to complete Dam 
No. 2 at Muscle Shoals, Ala., and the steam plant at nitrate 
plant no. 2, in the vicinity of Muscle Shoals, by installing 
in Dam No. 2 the additional power units according to the 
plans and specifications of said dam, and the additional 
power unit in the steam plant at nitrate plant no. 2. 

“Sec. 17. The Secretary of War, or the Secretary of the 
Interior, is hereby authorized to construct, either directly or 
by contract to the lowest responsible bidder, after due ad- 
vertisement, a dam in and across Clinch River in the State 
of Tennessee, which has by long custom become known and 
designated as the Cove Creek Dam, together with a trans- 
mission line from Muscle Shoals, according to the latest and 
most approved designs, including power house and hydro- 
electric installations and equipment for the generation of 
power, in order that the waters of the said Clinch River may 
be impounded and stored above said dam for the purpose of 
increasing and regulating the flow of the Clinch River and 
the Tennessee River below, so that the maximum amount of 
primary power may be developed at Dam No. 2 and at any 
and all other dams below the said Cove Creek Dam: Pro- 
vided, however, That the President is hereby authorized by 
appropriate order to direct the employment by the Secre- 
tary of War, or by the Secretary of the Interior, of such 
engineer or engineers as he may designate, to perform such 
duties and obligations as he may deem proper, either in the 
drawing of plans and specifications for said dam, or to per- 
form any other work in the building or construction of the 
same. The President may, by such order, place the control 
of the construction of said dam in the hands of such engi- 
neer or engineers taken from private life as he may desire: 
And provided further, That the President is hereby ex- 
pressly authorized, without regard to the restriction or limi- 
tation of any other statute, to select attorneys and assistants 
for the purpose of making any investigation he may deem 
proper to ascertain whether, in the control and manage- 
ment of Dam No. 2, or any other dam or property owned by 
the Government in the Tennessee River Basin, or in the 
authorization of any improvement therein, there has been 
any undue or unfair advantage given to private persons, 
partnerships, or corporations, by any officials or employees of 
the Government, or whether in any such matters the Gov- 
ernment has been injured or unjustly deprived of any of its 
rights. 

“ Sec. 18. In order to enable and empower the Secretary of 
War, the Secretary of the Interior, or the board to carry out 
the authority hereby conferred, in the most economical and 
efficient manner, he or it is hereby authorized and empow- 
ered in the exercise of the powers of national defense, in 
aid of navigation, and in the control of the flood waters of 
the Tennessee and Mississippi Rivers, constituting channels 
of interstate commerce, to exercise the right of eminent 
domain for all purposes of this act, and to condemn all lands, 
easements, rights of way, and other area necessary in order 
to obtain a site for said Cove Creek Dam, and the flowage 
rights for the reservoir of water above said dam, and to 
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negotiate and conclude contracts with States, counties, 
municipalities, and all State agencies and with railroads, 
railroad corporations, common carriers, and all public-utility 
commissions and any other person, firm, or corporation, for 
the relocation of railroad tracks, highways, highway bridges, 
mills, ferries, electric-light plants, and any and all other 
properties, enterprises, and projects whose removal may be 
necessary in order to carry out the provisions of this act. 
When said Cove Creek Dam, transmission line, and power 
house shall have been completed, the possession, use, and 
control thereof shall be intrusted to the Corporation for use 
and operation in connection with the general Tennessee Val- 
ley project, and to promote flood control and navigation in 
the Tennessee River. 

“Sec. 19, The Corporation, as an instrumentality and 
agency of the Government of the United States for the 
purpose of executing its constitutional powers, shall have 
access to the Patent Office of the United States for the 
purpose of studying, ascertaining, and copying all methods, 
formulae, and scientific information (not including access 
to pending applications for patents) necessary to enable 
the Corporation to use and employ the most efficacious and 
economical process for the production of fixed nitrogen, 3r 
any essential ingredient of fertilizer, or any method of im- 
proving and cheapening the production of hydroelectric 
power, and any owner of a patent whose patent rights may 
have peen thus in any way copied, used, infringed, or em- 
ployed by the exercise of this authority by the Corpora- 
tion shall have as the exclusive remedy a cause of action 
against the Corporation to be instituted and prosecuted on 
the equity side of the appropriate district court of the United 
States, for the recovery of reasonable compensation for such 
infringement. The Commissioner of Patents shall furnish 
to the Corporation, at its request and without payment of 
fees, copies of documents on file in his office: Provided, 
That the benefits of this section shall not apply to any art, 
machine, method of manufacture, or composition of matter, 
discovered or invented by such employee during the time 
of his employment or service with the Corporation or with 
the Government of the United States. 

“Sec. 20. The Government of the United States hereby 
reserves the right, in case of war or national emergency 
declared by Congress, to take possession of all or any part of 
the property described or referred to in this act for the pur- 
pose of manufacturing explosives or for other war purposes; 
but, if this right is exercised by the Government, it shall 
pay the reasonable and fair damages that may be suffered 
by any party whose contract for the purchase of electric 
power or fixed nitrogen or fertilizer ingredients is hereby 
violated, after the amount of the damages has been fixed by 
the United States Court of Claims in proceedings instituted 
and conducted for that purpose under rules prescribed by 
the court. 

“Src, 21. (a) All general penal statutes relating to the 
larceny, embezzlement, conversion, or to the improper han- 
dling, retention, use, or disposal of public moneys or prop- 
erty of the United States shall apply to the moneys and 
property of the Corporation and to moneys and properties 
of the United States intrusted to the Corporation. 

“(b) Any person who, with intent to defraud the Corpo- 
ration, or to deceive any director, officer, or employee of 
the Corporation or any officer or employee of the United 
States (1) makes any false entry in any book of the Cor- 
poration, or (2) makes any false report or statement for 
the Corporation, shall, upon conviction thereof, be fined not 
more than $10,000, or imprisoned not more than 5 years, or 
both. 

„e) Any person who shall receive any compensation, re- 
bate, or reward, or shall enter into any conspiracy, collu- 
sion, or agreement, express or implied, with intent to defraud 
the Corporation or wrongfully and unlawfully to defeat its 
purposes, shall, on conviction thereof, be fined not more 
than $5,000, or imprisoned not more than 5 years, or both. 

“Sec. 22. To aid further the proper use, conservation, and 
development of the natural resources of the Tennessee River 
drainage basin and of such adjoining territory as may be 
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related to or materially affected by the development conse- 
quent to this act, and to provide for the general welfare of 
the citizens of said areas, the President is hereby authorized, 
by such means or methods as he may deem proper within 
the limits of appropriations made therefor by Congress, to 
make such surveys of and general plans for said Tennessee 
Basin and adjoining territory as may be useful to the Con- 
gress and to the several States in guiding and controlling 
the extent, sequence, and nature of development that may 
be equitably and economically advanced through the ex- 
penditure of public funds, or through the guidance or 
control of public authority, all for the general purpose of 
fostering an orderly and proper physical, economic, and 
social development of said areas; and the President is fur- 
ther authorized in making said surveys and plans to cooper- 
ate with the States affected thereby, or subdivisions or 
agencies of such States, or with cooperative or other organ- 
izations, and to make such studies, experiments, or demon- 
strations as may be necessary and suitable to that end. 

“Sec. 23. The President shall, from time to time, as the 
work provided for in the preceding section progresses, rec- 
ommend to Congress such legislation as he deems proper to 
carry out the general purposes stated in said section, and 
for the especial purpose of bringing about in said Tennessee 
drainage basin and adjoining territory in conformity with 
said general purposes (1) the maximum amount cf flood 
control; (2) the maximum development of said Tennessee 
River for navigation purposes; (3) the maximum generation 
of electric power consistent with flood control and naviga- 
tion; (4) the proper use of marginal lands; (5) the proper 
method of reforestation of all lands in said drainage basin 
suitable for reforestation; and (6) the economic and social 
well-being of the people living in said river basin. 

“Sec. 24. For the purpose of securing any rights of flow- 
age, or obtaining title to or possession of any property, real 
or personal, that may be necessary or may become neces- 
sary, in the carrying out of any of the provisions of this act, 
the President of the United States for a period of 3 years 
from the date of the enactment of this act, is hereby au- 
thorized to acquire title in the name of the United States 
to such rights or such property, and to provide for the 
payment for same by directing the board to contract to 
deliver power generated at any of the plants now owned 
or hereafter owned or constructed by the Government or by 
said Corporation, such future delivery of power to continue 
for a period not exceeding 30 years. Likewise, for 1 year 
after the enactment of this act, the President is further 
authorized to sell or lease any parcel or part of any vacant 
real estate now owned by the Government in said Tennessee 
River Basin, to persons, firms, or corporations who shall 
contract to erect thereon factories or manufacturing estab- 
lishments, and who shall contract to purchase of said Cor- 
poration electric power for the operation of any such fac- 
tory or manufacturing establishment. No contract shall be 
made by the President for the sale of any of such real 
estate as may be necessary for present or future use on the 
part of the Government for any of the purposes of this act. 
Any such contract made by the President of the United 
States shall be carried out by the board: Provided, That no 
such contract shall be made that will in any way abridge 
or take away the preference right to purchase power given 
in this act to States, counties, municipalities, or farm or- 
ganizations: Provided further, That no lease shall be for a 
term to exceed 50 years: Provided further, That any sale 
shall be on condition that said land shall be used for 
industrial purposes only. 

“Sec. 25. The Corporation may cause proceedings to be 
instituted for the acquisition by condemnation of any lands, 
easements, or rights of way which, in the opinion of the Cor- 
poration, are necessary to carry out the provisions of this 
act. The proceedings shall be instituted in the United States 
district court for the district in which the land, easement, 
right of way, or other interest, or any part thereof, is located, 
and such court shall have full jurisdiction to divest the com- 
plete title to the property sought to be acquired out of all 
persons or claimants and vest the same in the United States 
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in fee simple, and to enter a decree quieting the title thereto 
in the United States of America. 

“Upon the filing of a petition for condemnation and for 
the purpose of ascertaining the value of the property to be 
acquired, and assessing the compensation to be paid, the 
court shall appoint three commissioners who shall be disin- 
terested persons and who shall take and subscribe an oath 
that they do not own any lands, or interest or easement in 
any lands, which it may be desirable for the United States 
to acquire in the furtherance of said project, and such com- 
missioners shall not be selected from the locality wherein 
the land sought to be condemned lies. Such commissioners 
shall receive a per diem of not to exceed $15 for their serv- 
ices, together with an additional amount of $5 per day for 
subsistence for time actually spent in performing their duties 
as commissioners. 

“ It shall be the duty of such commissioners to examine into 
the value of the lands sought to be condemned, to conduct 
hearings and receive evidence, and generally to take such 
appropriate steps as may be proper for the determination 
of the value of the said lands sought to be condemned, and 
for such purpose the commissioners are authorized to ad- 
minister oaths and subpena witnesses, which said witnesses 
shall receive the same fees as are provided for witnesses in 
the Federal courts. The said commissioners shall thereupon 
file a report setting forth their conclusions as to the value 
of the said property sought to be condemned, making a sep- 
arate award and valuation in the premises with respect to 
each separate parcel involved. Upon the filing of such 
award in court the clerk of said court shafl give notice of 
the filing of such award to the parties to said proceeding, 
in manner and form as directed by the judge of said court. 

Either or both parties may file exceptions to the award 
of said commissioners within 20 days from the date of the 
filing of said award in court. Exceptions filed to such award 
shall be heard before three Federal district judges unless 
the parties, in writing, in person, or by their attorneys, 
stipulate that the exceptions may be heard before a lesser 
number of judges. On such hearing such judges shall pass 
de novo upon the proceedings had before the commissioners, 
may view the property, and may take additional evidence. 
Upon such hearings the said judges shall file their own 
award, fixing therein the value of the property sought to 
be condemned, regardless of the award previously made by 
the said commissioners. 

“At any time within 30 days from the filing of the decision 
of the district judges upon the hearing on exceptions to 
the award made by the commissioners, either party may 
appeal from such decision of the said judges to the circuit 
court of appeals, and the said circuit court of appeals shall 
upon the hearing on said appeal dispose of the same upon 
the record, without regard to the awards or findings there- 
tofore made by the commissioners or the district judges, 
and such circuit court of appeals shall thereupon fix the 
value of the said property sought to be condemned. 

“Upon acceptance of an award by the owner of any 
property herein provided to be appropriated, and the pay- 
ment of the money awarded or upon the failure of either 
party to file exceptions to the award of the commissioners 
within the time specified, or upon the award of the com- 
missioners, and the payment of the money by the United 
States pursuant thereto, or the payment of the money 
awarded into the registry of the court by the Corporation, 
the title to said property and the right to the possession 
thereof shall pass to the United States, and the United 
States shall be entitled to a writ in the same proceeding to 
dispossess the former owner of said property, and all lessees, 
agents, and attorneys of such former owner, and to put the 
United States, by its corporate creature and agent, the 
Corporation, into possession of said property. 

“In the event of any property owned in whole or in part 
by minors, or insane persons, or incompetent persons, or 
estates of deceased persons, then the legal representatives of 
such minors, insane persons, incompetent persons, or estates 
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shall have power, by and with the consent and approval of 
the trial judge in whose court said matter is for determina- 
tion, to consent to or reject the awards of the commissioners 
herein provided for, and in the event that there be no legal 
representatives, or that the legal representatives for such 
minors, insane persons, or incompetent persons shall fail or 
decline to act, then such trial judge may, upon motion, ap- 
point a guardian ad litem to act for such minors, insane 
persons, or incompetent persons, and such guardian ad litem 
shall act to the full extent and to the same purpose and 
effect as his ward could act, if competent, and such guardian 
ad litem shall be deemed to have full power and authority to 
respond, to conduct, or to maintain any proceeding herein 
provided for affecting his said ward. 

“ Sec. 26. The net proceeds derived by the board from the 
sale of power and any of the products manufactured by the 
Corporation, after deducting the cost of operation, main- 
tenance, depreciation, amortization, and an amount deemed 
by the board as necessary to withhold as operating capital, 
or devoted by the board to new construction, shall be paid 
into the Treasury of the United States at the end of each 
calendar year. 

“Sec. 27. All appropriations necessary to carry out the 
provisions of this act are hereby authorized. 

“Sec. 28. That all acts or parts of acts in conflict here- 
with are hereby repealed, so far as they affect the operations 
contemplated by this act. 

“Sec, 29. The right to alter, amend, or repeal this act is 
hereby expressly declared and reserved, but no such amend- 
ment or repeal shall operate to impair the obligation of any 
contract made by said Corporation under any power con- 
ferred by this act. 

“Sec. 30. The sections of this act are hereby declared to 
be separable, and in the event any one or more sections of 
this act be held to be unconstitutional, the same shall not 
affect the validity of other sections of this act.” 

And the Senate agree to the same. 

Amend the title, as proposed by the Senate, so as to read: 
“An act to improve the navigability and to provide for the 
flood control of the Tennessee River; to provide for re- 
forestation and the proper use of marginal lands in the Ten- 
nessee Valley; to provide for the agricultural and industrial 
development of said valley; to provide for the national de- 
fense by the creation of a corporation for the operation of 
Government properties at and near Muscle Shoals in the 
State of Alabama, and for other purposes”; and the House 
agree to the same, 


Cuas. L. McNary, 
Managers on the part of the Senate. 
JOHN J. McSwar, 
LISTER HILL, 
Managers on the part of the House. 


Mr. SMITH. Mr. President, in view of the fact that the 
changes in the bill as passed by the Senate are not very 
material, and as this measure is one of considerable im- 
portance, I ask unanimous consent for the immediate con- 
sideration of the report. 

The VICE PRESIDENT. Is there objection? 

Mr. McNARY. Mr. President, while I joined the Senator 
in making the report, a great many Senators in the Cham- 
ber desire such reports as this to go over for the day, under 
the rule, because they want to have an opportunity to read 
them; and I cannot make an exception in this case. 
Therefore I must object. 

The VICE PRESIDENT. Let the Chair suggest to the 
Senator from South Carolina that the report does not have 
to go over until tomorrow. The only question is whether 
the reading of it can be completed in 30 minutes before the 
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Court of Impeachment shall meet. Does the Senator care 
to continue? 

Mr. SMITH. Mr. President, I thought perhaps the Sen- 
ate might be in the spirit to adopt the conference report, 
as it is practically in the form in which the bill passed the 
Senate. I thought we might save time and expedite mat- 
ters by considering it now. The author of the particular 
bill is of the opinion that we might get through with it 
before the time for the Senate to convene as a Court of 
Impeachment, That was the reason I asked unanimous 
consent, which, in effect, would be suspending the rule that 
it must go over for a day. However, in face of the objec- 
tion, I merely present the report and consent to have it lie 
on the table. 

Mr. NORRIS. Mr. President, of course it is in order 
under the rules to move to consider the report; but if the 
Senator from Oregon or any other Senator desires more 
time to look into it, I shall not object to its going over. 
However, just as the Senator from South Carolina says, we 
have been over this subject almost a thousand times. 

The VICE PRESIDENT. The Chair just called attention 
to the fact that the presentation of a report of a committee 
of conference is always in order, except when the Journal 
is being read or a question of order or motion is pending. 

Mr. McNARY. Mr. President, I have said I must adhere 
to the policy which I have heretofore inaugurated, in fair- 
ness to Members of the Senate who are not conversant with 
the particular report, and I hope the Senator from South 
Carolina will not insist on making the motion. 

The VICE PRESIDENT. Without objection, the report 
will lie on the table and go over until tomorrow. 
SUSPENSION OF REPORTS OF LARGE SPECULATIVE ACCOUNTS IN 

GRAIN FUTURES (S.DOC. NO. 61) 

The VICE PRESIDENT laid before the Senate a letter 
from the Secretary of Agriculture, transmitting, in response 
to Senate Resolution 376, Seventy-second Congress, a report 
relative to the suspension of reports of large speculative ac- 
counts in grain futures, which, with the accompanying re- 
port, was referred to the Committee on Agriculture and For- 
estry and ordered to be printed, with illustrations. 


CHAIN STORES: WASHINGTON—GROCERY (S.DOC, No. 62) 


The VICE PRESIDENT laid before the Senate a letter 
from the Chairman of the Federal Trade Commission, trans- 
mitting, in response to Senate Resolution 224, Seventieth 
Congress, a report of the Commission relative to prices and 
margins of chain and independent distributors, which, with 
the accompanying report, was referred to the Committee on 
the Judiciary and ordered to be printed. 


CHANGE IN DATE OF THE INAUGURATION 


The VICE PRESIDENT laid before the Senate a concur- 
rent resolution of the Legislature of the State of Florida 
ratifying the twentieth amendment of the Constitution, fix- 
ing the commencement of the terms of President and Vice 
President and Members of Congress, and fixing the time of 
the assembling of Congress, which was ordered to lie on the 
table and to be printed in the Recor», as follows: 


Senate Concurrent Resolution 6 


Concurrent resolution ratifying the proposed amendment to the 
Constitution of the United States fixing the commencement of 
the terms of President and Vice President and Members of 
Congress and fixing the time of the assembling of Congress 


Whereas the Seventy-second Congress of the United States of 
America, at its first session in both Houses, by a constitutional 
amendment of two thirds thereof, has made the following proposi- 
tion to amend the Constitution of the United States of America 
in the following words, to wit: 


Joint resolution proposing an amendment to the Constitution of 
the United States fixing the commencement of the terms of 
President and Vice President and Members of Congress and fixing 
the time of the assembling of Congress 


“ Resolved by the Senate and House of Representatives of 
United States of America in Congress assembled (two thirds of 
each House concurring therein), That the following amendment to 
the Constitution be, and hereby is, proposed to the States, to 
become valid as a part of said Constitution when ratified by the 
legislatures of the several States as provided in the Constitution: 
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“ ‘Articl 
“* SECTION 1. The terms of the President and Vice President shall 
end at noon on the 20th day of January, and the terms of Sen- 
ators and Representatives at noon on the 8d day of January, of 
the years in which such terms would have ended if this article had 
not been ratified; and the terms of their successors shall then 


begin. 

So. 2. The Congress shall assemble at least once in every 
year, and such meeting shall begin at noon on the 3d day of 
January, unless they shall by law appoint a different day. 

“*Sec. 3. If, at the time fixed for the beginning of the term of 
the President, the President-elect shall have died, the Vice-Presi- 
dent-elect shall become President. If a President shall not have 
been chosen before the time fixed for the beginning of his term, 
or if the President-elect shall have failed to qualify, then the 
Vice-President-elect shall act as President until a President shall 
have qualified; and the Congress may by law provide for the case 
wherein neither a President-elect nor a Vice-President-elect shall 
have qualified, declaring who shall then act as President, or the 
manner in which one who is to act shall be selected, and such 
person shall act accordingly until a President or Vice President 
shall have qualified. 

„ Sxc. 4. The Congress may by law provide for the case of the 
death of any of the persons from whom the House of Representa- 
tives may choose a President whenever the ht of choice shall 
have devolved upon them, and for the case of the death of any 
of the from whom the Senate may choose a Vice President 
whenever the right of choice shall have devolved upon them. 

“* Sec, 5. Sections 1 and 2 shall take effect on the 15th day of 
October following the ratification of this article. 

“* Sgro. 6. This article shall be inoperative unless it shall have 
been ratified as an amendment to the Constitution by the legis- 
latures of three fourths of the several States within 7 years from 
the date of its submission’ ”; 

Therefore be it 

Resolved by the Senate of the State of Florida (the House of 
Representatives concurring), That the said proposed amendment 
to the Constitution of the United States of America be and the 
same is hereby ratified by the Legislature of the State of Florida; 
be it further 

Resolved, That certified copies of the foregoing preamble and 
resolution be immediately forwarded by the secretary of state of 
the State of Florida, under the great seal, to the President of the 
United States, the President of the Senate of the United States, 
FVVVVVVVFVVTVVFVPPPPVCC ree 0E SNe UANO 
Sta 

Approved by the Governor of Florida May 10, 1933. 


STATE or FLORIDA, 
Office 8 of State, ss: 

I, R. A. Gray, of state of the State of Florida, do hereby 
certify that the foregoing is a true and correct copy of Senate 
Concurrent Resolution No. 6 as passed by the Legislature of 
Florida, session 1933, and filed in this office. 

Given under my hand and the great seal of the State of Florida, 
at Tallahassee, the capital, this the 12th day of May A.D. 1933. 

[sear] R. A. Gray, Secretary of State, 


PETITIONS AND MEMORIALS 

The VICE PRESIDENT laid before the Senate the follow- 
ing joint resolution of the Legislature of the State of Mary- 
land, which was referred to the Committee on Foreign 


Relations: 
THE STATE OF MARYLAND, 


DEPARTMENT. 

I, David C. Winebrenner, 3d, secretary of state of the State 
of Maryland, under and by virtue of the authority vested in me by 
section 69 of article 35 of the Annotated Code of Maryland, 
do hereby certify that the attached is a true and correct copy of 
Joint Resolution No. 10 of the acts of the General Assembly of 
Maryland of 1933. 

In testimony whereof I have hereunto set my hand and have 
caused to be affixed the official seal of the secretary of state at 
Annapolis, Md., this 12th day of May A.D. 1933. 

[SEAL] Davo C. WINEBRENNER, 3d, 

Secretary of State. 
Joint Resolution 10 
A joint resolution requesting the United States Senate to ratify 
the treaty whereby the United States would become a member 
of the World Court 


Whereas the platform of both major parties endorsed the World 
Court and approved membership therein by the United States; and 

Whereas there seems to be no need for Tongar delay in joining 
the other nations of the world in supporting and maintaining said 
Court; and 

Whereas the entrance of the United States into said Court would 
give great strength and comfort to those who are trying to main- 
tain world peace by just and peaceful means; and 

Whereas immediate ratification of the pending treaty for the 
adherence of the United States to the World Court would have a 
most heartening effect on the people everywhere: Therefore be it 

Resolved by the General Assembly of Maryland, That the United 
States Senate be, and it is hereby, requested to ratify without 
delay the treaty now pending before it for the adherence of the 
United States to the World Court; and be it further 
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Resolved, That in the event the United States adheres to the 
statute of the World Court it shall make the following reserva- 
tion: The code of law to be administered by the World Court 
shall not contain based on sex; and be it further 

Resolved, That the representatives in the United States Senate 
from Maryland be, and they are hereby, urged to vote and to use 
their influence for the ratification of said treaty; and be it further 


United States, to the President of the United States Senate, and 
to each tive from Maryland in the United States Senate. 
Approved April 21, 1933. 


The VICE PRESIDENT laid before the Senate the follow- 
ing joint resolution of the Legislature of the Territory of 
Hawaii, which was referred to the Committee on Territories 
and Insular Affairs: 

TERRITORY or HAWAN, 
OFFICE OF THE SECRETARY. 

This is to certify that hereto attached is a true and correct copy 
of Joint Resolution No. 2, as passed by the Legislature of the 
Territory of Hawaii in its regular session of 1933, the original of 
E E O ee ee 

In witness whereof I haye hereunto set my hand and caused 
the great seal of the Territory to be affixed. Done at the capitol in 
Honolulu this 28th day of April AD. 1933. 

[SEAL] Raymonn C. Brown, 

Secretary of Hawaii. 
Joint resolution requesting the Congress of the United States of 

America to amend the Hawaiian Homes Commission Act, 1920, 

so as to place certain of the lands of Auwaiolimu, Kewalo, and 

Kalawahine, on the Island of Oahu, Territory of Hawali, under 

the operation of the Hawaiian Homes Commission Act, 1920, 

and to confer thereon the status of Hawaiian home lands 


Whereas there is no available public land in close proximity to 
the city of ig nats which may be allotted under the provisions of 
the Hawaiian Homes 8 Act, 1920, to native Hawaiians 
for residence purposes; and 

‘Whereas there are a large number of native Hawalians in the con- 
gested tenement districts in the city of Honolulu whose condition 
ATE OR EOST PTO EE gn lieben perioral ETE E 

in less-congested areas in or near said city under the terms of the 

Hawaiian Homes Commission Act, 1920, and thereby escape from 

the vnhealthy conditions of said tenement districts; and 

Whereas it is advisable and for the best interests of the Hawaiian 
race that the lands hereinafter described, which are within the 
limits of the city of Honolulu but are unoccupied at the present 
time, be brought under the operation of the Hawaiian Homes 
Commission Act, 1920, and be made available to native Hawaiians 
for residence purposes in lots not exceeding in area one half acre 
each: Now, therefore, 

Be it enacted by the Legislature of the Territory of Hawaii, 
CCC 
hereby is, requested, through the Tonge Congress from the 
Orres cf A operation of the Hawaiian 

Homes Commission Act, 1920, and to declare to be, and to confer 
ee the status of, Hawaiian home lands under said act those 
certain parcels of land, being portions of the lands of Auwaiolimu, 

Kewalo, and Kalawahine, on the island of Oahu, described in the 

proposed bill hereinafter set forth in words and figures, which bill 

requested to enact, such lands to 
by the Hawaiian Homes Commis- 
sion under the provisions of said act to native Hawaiians for resi- 
dence purposes in lots not exceeding in area one half acre each; 
and to that end the Congress of the United States of America is 

hereby requested and urged, through said Delegate to 8 

to enact and adopt a bill amendatory of the Hawallan Homes 

Commission Act, 1920, in substantially the following words and 

figures, to wit: 

“A bill to amend sections 203 and 207 of the Hawaiian Homes 
Commission Act, 1920 (U.S. C., title 48, secs. 697 and 701), con- 
ferring upon certain of the lands of Auwaiolimu, Kewalo, and 
Kalawahine, on the island of Oahu, of Hawaii, the 
status of Hawaiian home lands, and providing for the 
thereof to native Hawaiians for residence purposes in lots not 
exceeding in area one half acre each 


“ Be it enacted by the Senate and House of Repren rateo of 
the United States 97 America in Congress assembled, That para- 
graph numbered (4) of section 203 of the Hawaiian Homes Com- 
mission Act, 1920 (U.S. C., title 48, sec. 697) is hereby amended 
to read as follows, to wit: 

„) On the island of Oahu: Nanakuli (3.000 acres, more or 
less) and Lualualei (2,000 acres, more or less) in the district of 
Waianae; and Waimanalo (4,000 acres, more or less) in the dis- 
trict of 8 bapa der Be therefrom the military reservation 
and the beach lands; and those 
Auwaiolimu and Kewalo described by metes and 
lows, to wit: 

) Portion of the government land of Auwaiolimu, Punch- 
bowl Hill, Honolulu, Oahu, described as follows: 
dary between 
nates of said point of referred to government survey 
trig. station “Punchbowl” being 1,135.9 feet north and 2,557.8 
feet east, as shown on government survey map 2692, and 
running by true azimuths: 
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1. 163° 81’ 238.8 feet along the east side of the Punchbowl- 
Makiki Road; 

2. 94° 08’ 124.9 feet across Tantalus Drive and along the east 
side of Puuowaina Drive; 

8. 131° 13“ 232.5 feet along a 25-foot roadway; 

“*4 139° 55’ 20.5 feet along same; 

“*5. 168° 17° 257.8 feet along Government land (old quarry lot); 

6. 156° 30° $33.0 feet along same to a pipe; 

7. Thence following the old Auwaiolimu stone wall along 
L. C. Award 3145 to Laenui, Grant 5147, (Lot 8 to C. W. Booth), 
L. C. Award 1375 to Kapule and L. C. Award 1355 to 
the direct azimuth and distance being: 249° 41’ 1,303.5 feet; 
PEAS 321° 12’ 693.0 feet along the remainder of the land of 


uwaiolimu; 

“*9, 51° 12’ 1,400.0 feet along the land at Kewalo to the point 
of beginning, containing an area of 27 acres; excepting and re- 
serving therefrom Tantalus Drive, this land; 

“*“(il) Portion of the land of Kewalo, Punchbowl Hill, Honolulu, 
Oahu. being part of the lands set aside for the use of the Hawaii 
Experiment Station of the United States Department of Agricul- 
ture by proclamation of the acting Governor of Hawali, dated June 
10, 1901, and described as follows: at the northeast 
corner of this lot, at a place called Puu Ea on the boundary be- 
tween the lands of Kewalo and Auwaiolimu, the coordinates of 
said point of referred to Government survey trig. sta- 
tion “Punchbowl” being 3,2556 feet north and 5,244.7 feet east, 
as shown on Government survey registered map 2692 of the Ter- 
ritory of Hawaii, and running by true azimuths: 

1. 354° 30’ 930.0 feet along the remainder of the land of 
Kewalo, to the middle of the stream which divides the lands of 
Kewalo and Kalawahine; 

“*2. Thence down the middle of said stream along the land of 
Kalawahine, the direct azimuth and distance being 49° 16’ 1,512.5 


feet; 
“*3. 141° 12’ 860.0 feet along the remainder of the land of 
“+4 231° 12’ 552.6 feet along the land of Auwaiolimu to Puu 
Iole. 


“5. Thence still along the said land of Auwaiolimu following 
the top of the ridge to the point of ng, the direct azimuth 
and distance being 232° 26’ 1,470.0 feet, containing an area of 
30 acres. Excepting and reserving therefrom Tantalus Drive, 
crossing this land. 

“+ (iii) Together with that portion of the land of Kalawahine (25 
acres more or less), makai of Tantalus Drive, and lying between 
the portion of the land of Kewalo above described and the so- 
called Kalawahme lots”, in the District of Honolulu.’ 

“Sec. 2. Paragraph numbered (3) of subsection (a) of section 207 
of the Hawaiian Homes Commission Act, 1920, as amended 
(U.S. C., title 48, sec. 701), is hereby amended by adding thereto 
immediately following the end thereof, an additional proviso, read- 
ing as follows, to wit: 

“* Provided further, That the portions of the lands of Auwaio- 
limu, Kewalo, and Kalawahine on the island of Oahu under the 
control of the commission, shall be leased only for residence 
purposes in individual lots not exceeding in area one half acre 
per lot.’ 

“Sec. 8. This act shall take effect on and after the date of its 


Src. 2. The Secretary of Hawaii is hereby requested and directed 
to forward certified copies of this joint resolution to the delegates 
to Congress from Hawaii, to the of the Interior, and to 
the President of the Senate and the Speaker of the House of 
Representatives of the Congress of the United States. 

Approved this 26th day of April AD. 1933. f 

LAWRENCE M. JUDD, 
Governor of the Territory of Hawaii. 


The VICE PRESIDENT also laid before the Senate the 
following joint memorial of the Legislature of the Territory 
of Alaska, which was referred to the Committee on Indian 
Affairs: 

‘TERRITORY OF ALASKA, 
OFFICE OF SECRETARY FOR THE TEREITORY. 

I, Karl Theile, secretary of Alaska and custodian of the great 
seal of said Territory, do hereby certify that I have compared the 
annexed copy of Senate Joint Memorial No. 9 of the Alaska Ter- 
Titorial Legislature, 1933, with the original thereof, and that the 
same is a full, true, and correct copy of said original now on file 
in my office. 

In testimony whereof I have hereunto set my hand and affixed 
hereto the seal of the Territory of Alaska at Juneau, the capital, 
this 2d day of May AD. 1933. 

{SEAL} Kari THEME, 

Secretary of Alaska. 

Senate Joint Memorial 9 (by Mr. Walker) 

To the President of the United States and to the Congress of the 
United States and to the Honcrable A. J. Dimond, Delegate to 
pre gd from Alaska, and to the Commissioner of Indian 

‘airs: 

Your memorialist, the Legislature of the Territory of Alaska, 
in eleventh regular session assembled, do most respectfully repre- 
sent that: 

Whereas the vital-statistics records show that more than three 
times as many persons die in the Territory of Alaska from tuber- 
culosis than from any other cause, and further that practically 
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all of the victims of the white plague are natives, and the 1930 
census shows there are 29,983 natives in the Territory—5,990 in 
the first division, 8,686 in the second division, 7,298 in the third 
division, and 8,009 in the fourth division; and 

Whereas the only facilities for handling this dreaded disease 
among the natives, as by the medical director connected 
with the Bureau of Indian Affairs, consists of an annex to the 
native hospital in Juneau, Alaska; that this institution is not 
nearly large enough to care for the Indian patients in this im- 
mediate vicinity, and that frequently it has been necessary to refuse 
admittance to many needy cases, which necessitates returning 
these patients to their families and further exposing others and 
spreading the disease; that this single institution has demon- 
strated the wisdom of maintaining such institutions in every 
division of the Territory, and the need for such places is urgent; 

Now, therefore, we, your memorialists, petition the Congress of 
the United States to appropriate sufficient funds for the Bureau 
of Indian Affairs to construct and operate such institutions in 
each of the four judicial divisions of the Territory and at such 
places as the said Bureau of Indian Affairs shall deem advisable. 

And your memorialists will ever pray. 

Passed by the senate April 24, 1933, 

ALLEN SHATTUCK 


President of the Senate. 


AGNES F. Apsrr, 
Secretary of the Senate. 


Attest: 


Passed by the house April 28, 1933. 
Jox McDonatp, 
Speaker of the House. 
Attest: 
C. H. HELGESEN, 
Chief Clerk of the House. 
A true copy: 
Acnes F. Apsrr, 
Secretary of the Senate. 


The VICE PRESIDENT also laid before the Senate the 
following joint memorials of the Legislature of the Territory 
of Alaska, which were referred to the Committee on Terri- 
tories and Insular Affairs: 


TERRITORY OF ALASKA, 
OFFICE OF SECRETARY FOR THE TERRITORY. 

I, Karl Theile, secretary of the Territory of Alaska and custodian 
of the great seal of said Territory, do hereby certify that I have 
compared the annexed copy of Senate Joint Memorial No. 6 of the 
Alaska Territorial Legislature, 1933, with the original thereof, and 
that the same is a full, true, and correct copy of said original now 
on file in my office. 

In testimony whereof, I have hereunto set my hand and affixed 
hereto the seal of the Territory of Alaska, at Juneau, the capital, 
this 2d day of May AD. 1933. 

[sear] KARL THEILE, 

Secretary oj Alaska. 

Senate Joint Memorial 6 (by Mr. Lomen) 

To the President of the United States and to the Congress of the 
United States and to the Honorable A. J. Dimond, Delegate to 
Congress from Alaska: 

Your memorialists, the Legislature of the Territory of Alaska, 
in eleventh regular session assembled, do most respectfully repre- 
sent that— 

Whereas mining is the basic industry of the Territory of Alaska 
upon which a large percentage of the population is directly and 
indirectly dependent; and 

Whereas about 98 percent or more of the area of Alaska is 
public land and con great potential mineral resources, aurif- 
erous deposits, and large areas where mineralized gold-bearing 
quartz occurs, as has been determined by the United States 
Geological Survey; and 

Whereas these vast areas of public lands are to a large extent 
unprospected, unappropriated, and not subject to taxation by the 
Territory nor the United States, and yield no revenue to the 
Government of either the United States or the Territory of Alaska; 
and 

Whereas the future development of all industries in Alaska, in- 
cluding agriculture and lumbering, depends on the development 
of the mining industry; and 

Whereas this Nation and the whole world are greatly in need of 
increased gold production as a means of rehabilitating industry 
and reviving and stabilizing commerce, and aiding in a recovery of 
prosperity and normal conditions; and 5 

Whereas many of the most promising areas in Alaska 
are in comparatively inaccessible districts not supplied with trans- 
portation facilities available to the average prospector; and 

Whereas the Government of the United States has in the past 
assisted in the colonization of her undeveloped territories and 
possessions by means of various subsidies and inducements to those 
willing to pioneer unsettled and undeveloped districts and terri- 
tories, and the Government can, with comparatively small expense, 
render more aid in the development of Alaska and in the produc- 
tion of gold than has ever been heretofore rendered in the opening 
up and development of other unsettled and undeveloped posses- 
sions of the country; and 
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Whereas if gold production is stimulated and mining encour- 
colonization can be accomplished, new cities and towns es- 
tablished, agriculture and lumbering encouraged and stimulated, 
and unemployment relieved and gold production greatly increased 
by the extension of the necessary encouragement to prospecting; 
and 

Whereas both the Army and the Navy of the United States have 
many airplanes which are idle during peace times, and have a 
trained personnel competent to pilot and operate such planes, 
which could be used to the great advantage of Alaska and the 
Nation and the whole world in prospecting for gold; 

Now, therefore, your memorialists petition that the Senate and 
the House of Representatives of the United States enact into law 
without delay a bill to assist in the prospecting of the great 
undeveloped area of Alaska by authorizing the organization of a 
prospecting and development army, which shall serve for a definite 
term of enlistment, officered by competent geologists, engineers, 
and prospectors, and recompensed on the basis of a small wage, 
together with an interest in such discoveries as may be made of 
mineral-bearing lodes and placers; and that machinery be set up 
in said bill for the authorization of the use of Government air- 
planes in men and supplies to the areas to be pros- 
pected; and that sufficient appropriation be made to carry the 
expense of such an army of prospectors for a period of 5 years. 

And your memorialists will ever pray. 

Passed the senate April 20, 1933. 

ALLEN SHATTUCK, 
President of the Senate. 

Attest: 

AGNES F. ADSIT, 
Secretary of the Senate. 

Passed the house April 27, 1933. 

Joe McDONALD, 
Speaker of the House. 


O. H. HELGESEN, 
Chief Clerk of the House. 


AGNES F. ADSIT, 
Secretary of the Senate. 


TERRITORY OF ALASKA, 
OFFICE OF SECRETARY FOR THE TERRITORY. 

I, Karl Theile, secretary of Alaska and custodian of the great 
seal of said Territory, do hereby certify that I have compared the 
annexed copy of Senate Joint Memorial No. 8 of the Alaska Terri- 
torial Legislature, 1933, with the original thereof, and that the 
same is a full, true, and correct copy of said original now on file 
in my office. 

In testimony whereof, I have hereunto set my hand and affixed 
hereto the seal of the Territory of Alaska, at Juneau, the capital, 
this 3d day of May A.D. 1933. 

[SEAL] Kart THEILE, 
Secretary of Alaska, 


Senate Joint Memorial 8 (by Mr. DeVane) 


To the President of the United States, the Congress of the United 
States, the De t of Agriculture, and the Department of 
the Interior, and to the Delegate to Congress from Alaska: 

Your memorialist, the Legislature of the Territory of Alaska, 
respectfully represents that: 

Whereas the of the United States has granted the 
President of the United States broad powers to reorganize the 
executive department of the Government, to prevent duplication 
of various departments, and to reduce governmental expenses; 
and 

Whereas the Alaska Game Commission of the Department of 
Agriculture has built up an expensive and oppressive bureau 
costing the taxpayers of the United States more than $100,000 
pe annum, to wit: 1931, $97,450; 1932, $106,290; 1933, $103,566; 
an 


Whereas the activities of the Alaska Game Commission have 
largely been and are oppressive and repugnant to a large majority 
of the people of the Territory of Alaska, especially since no dis- 
tinction is made between commercial trappers and native Indians 
whose sole means of sustaining themselves is hunting, trapping, 
and They have made unreasonable, oppressive, and unen- 
forceable regulations governing the taking and marketing of skins 
of fur-bearing animals resulting in large financial losses and great 
inconvenience to trappers and fur dealers who have all their 
resources invested in the fur industry; and 

Whereas the Alaska Game Commission has ceased to re nt 
the views of a majority of the permanent population of the 
Territory. 

Wherefore your memorialist respectfully requests that the repeal 
of the Alaska game laws and abolishment of the Alaska Game 
Commission be made at the earliest possible date and that the 
Alaska Legislature be given full authority to make and enforce 
laws and regulations not inconsistent with the general laws of the 
United States and the treaties of the United States with other 
nations governing fur and game in Alaska and that pending such 
transfer of authority to the Legislature of the Territory of Alaska 
the President of the United States immediately reorganize the 
Alaska Game Commission by appointing a new commission, two 
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members of which shall be men actively engaged in the raw-fur 
industry. 

That native Indians be exempted from the provisions of the 
Alaska game law and its regulations to the extent that they be 
allowed to take game for food when in need of food for themselves 
and families and such fur as may be required for clothing at all 
times regardless of any law regulation. 

And your memorialist will ever pray. 

Passed by the senate, April 21, 1933. 

ALLEN SHATTUCK, 
President of the Senate. 


AGNES F. Apsrr, 
Secretary of the Senate. 


JoE MCDONALD, 
Speaker of the House, 


Passed by the house April 28, 1933. 


O. H. HELGESEN, 
Chief Clerk oj the House. 


AGNES F. ADSIT, 
Secretary of the Senate. 
TERRITORY OF ALASKA, 
OFFICE OF SECRETARY FOR THE TERRITORY. 
I, Karl Theile, secretary of Alaska and custodian of the great 
seal of said Territory, do hereby certify that I have compared the 
annexed copy of Senate Joint Memorial No. 11 with the 
thereof and that the same is a full, true, and correct copy of said 
original now on file in my office. 
In testimony whereof I have hereunto set my hand and affixed 
hereto the seal of the Territory of Alaska at Juneau, the capital, 
this 5th day of May A.D. 1933. 


[szaL] THEILE, 
Secretary of Alaska. 
Senate Joint Memorial 11 (by Mr. Bragaw) 


To the President of the United States, the President of the United 
States Senate, the Speaker of the House of Representatives, the 
Secretary of ‘Commerce, the Commissioner of the Bureau of 
Fisheries, and the Delegate from Alaska: 

Your memorialist, the Legislature of Alaska, in regular session 
assembled, respectfully represents: 

I. That whereas the act of Congress of June 18, 1926, entitled 
“An act to amend section 1 of the act of Congress of June 6, 1924, 
entitled ‘An act for the protection of the fisheries of Alaska, and 
for other purposes“, in the first section of said act, and its first 
proviso, declares, “ That every such regulation made by the Secre- 
tary of Commerce shall be of general application within the par- 
ticular area to which it applies, and that no exclusive or several 
right of fishery shall be granted therein, nor shall any citizen of 
the United States be denied the right to take, prepare, cure, or 
preserve fish or shellfish in any area of the waters of Alaska where 
fishing is permitted by the Secretary of Commerce” (44 U.S, 
Stat.L. 752). 

II. That whereas under the authority of the several United 
States fishery laws applicable to the public waters in Alaska the 

of Commerce has heretofore made and promulgated rules 
and regulations having the force of laws to control and protect the 
salmon fisheries in those waters; these rules and regulations are 
found in the Department of Commerce Circular No. 251, nine- 

teenth edition, dated December 20, 1932, signed officially by E. F. 

Morgan, Acting of Commerce, with some subsequent 

amendments issued by the same official. 

III. That whereas False Pass (Isanotski Strait), separating Uni- 
mak Island from the western end of the Alaska Peninsula, and 
Ikatan Bay lie wholly within the Alaska Peninsular area, Ikatan 
Bay and False Pass constitute the first opening coming westward 
along the Alaska Peninsula from the Pacific Ocean through and 
into Bristol Bay, and affords the first chance the Pacific salmon 
hordes have as they swim north and westward from their winter 
resorts in the more southerly Pacific waters to enter Bristol Bay 
en route to their natural spawning beds in the streams and lakes 
at the head of Bristol Bay; False Pass (Isanotski Strait) is a very 
narrow and shallow body of water, and at low tide the salmon do 
not pass; when the spring run of Bristol Bay red salmon are seek- 
ing their spawning grounds through False Pass, they huddle in 
countiess millions in Ikatan Bay, the southern entrance to False 
Pass, waiting for the rising tide, on which they go through the 
pass into Bristol Bay. Ikatan Bay is the natural gathering place 
of the greatest and most valuable horde of Alaska red salmon to 
be found along the Alaskan coast; a monopoly of the trap privi- 
leges in taking and canning these fish in that bay and pass is of 
exceeding great value. 

IV. That whereas paragraph 23, page 13, of Circular 152, nine- 
teenth edition, as amended in additional Alaska fishery regulations 
issued and signed by the Secretary of Commerce on January 6, 1933, 
provides: “The use of any trap for the capture of salmon is 
prohibited except as follows: 1. Unimak Island: Along the coast 
on the west and south sides of Ikatan Bay from a point on False 
Pass (Isanotski Strait) indicated by a marker to a point "—includ- 
ing the lower part Falise Pass and the whole west and south 
shore of Ikatan Bay— and 2, the mainland along the north side 
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of Ikatan Bay within 2,500 feet of a point —there fixed; traps 
are prohibited at all other places along the shores of False Pass 
and Ikatan Bay. Paragraph 10, page 13, also provides: “The 
use of floating traps for the capture of salmon is prohibited.” 
Paragraph 12 provides: The use of purse seines for the capture 
of salmon is prohibited "—in False Pass and Ikatan Bay. Para- 
graph 19 provides: “Commercial fishing for salmon by gill nets, 
including drift nets and set nets, is prohibited west of 161° west 
longitude, exclusive of waters along the Sea coast "—False 
Pass and Ikatan Bay are west of 161°. Paragraph 20 provides: 
“Commercial fishing for salmon by means of stake nets, except 
along the Bering Sea coast, is prohibited.” Paragraph 2, page 12, 
of the rules and regulations governing the Alaska Peninsular area, 
provides: “In the waters along the south side of the Alaska Pe- 
ninsula from Cape Tolstoi to Castle Cape, including the waters 
of Shumagin and other adjacent islands, the 36-hour closed pe- 
riod for salmon fishing prescribed by section 5 of the act of 
June 6, 1924, is hereby extended to include the period from 6 
o'clock p.m. of Saturday of each week until 6 o'clock p.m. of the 
Wednesday following, making a weekly closed period of 96 hours,” 
etc. Paragraph 3, following, provides: “In all other waters of 
this area the 36-hour closed period for salmon fishing prescribed 
by section 5 of the act of June 6, 1924, is hereby extended to 
include the period from 6 o'clock a.m. of the Saturday of each 
week until 6 o'clock a.m. of the Monday following, making a weekly 
closed period of 48 hours”, etc. Ikatan Bay and False Pass lie 
about 100 miles west of the region described in paragraph 2; the 
weekly closed period in Ikatan Bay and False Pass is but 48 hours 
long, thus having under these rules and regulations 2 days each 
week longer fishing period than any other waters in any part of 
the Alaska Peninsular area, it has more protection under the 
rules and regulations and less restrictions than any other fishery 
in the Territory. 


V. That whereas it appears to us from available information 
that the exclusive and almost unrestricted right to take Alaska 
salmon from False Pass and Ikatan Bay has long been under the 
ownership and control of the P. E. Harris Co. and the Pacific 
American Fisheries Co., two non-Alaskan corporations engaged 
in taking and canning salmon in said waters; that both these 
companies have long maintained salmon fish traps in the mouth 
of False Pass and on the west and south sides of said pass and 
bay; that in the fishing season of 1932 the Harris Co. took the 
salmon from False Pass and Ikatan Bay and canned 252,824 cases 
of forty-eight 1-pound cans to the case; that the Pacific Ameri- 
can Fisheries Co. in that season took the salmon from the same 
waters and canned 69,824 cases of forty-eight 1-pound cans to 
the case; a total of 322,781 cases, containing 15,493,488 pounds— 
nearly 8,000 tons—of Alaska salmon from False Pass and Ikatan 
Bay; the average price of similar grades of Alaska salmon from 
the 10 years past, including 1932, is the sum of $6.88 per case; 
at that 10-year average price the 322,781 cases taken from False 
Pass and Ikatan Bay by these two companies in 1932 would be 
$2,220,733; the average price per case for that salmon in 1932, 
however, was reduced to the sum of $4.06 per case, but at that 
1932 average price (the lowest in 10 years) the value of the 1932 
False Pass and Ikatan Bay pack was $1,310,490, all of which be- 
longed to the two said companies; that the cost of production of 
canned salmon in False Pass and Ikatan Bay is exceedingly low; 
all their salmon are caught in traps belonging to the compantes 
which are located in the mouth of False Pass and on the west 
and south shore of Ikatan Bay; they transport their fish from 
their own traps in their own boats and scows to their own 
near-by canneries, and there they are prepared and canned; 

VI. That whereas it appears to us from a fair consideration of 
the said fishery rules and regulations so heretofore approved and 
enforced by the Secretary of Commerce in their application to the 
natural conditions which exist at False Pass and Ikatan Bay that 
the Harris Co. and the Pacific American Fisheries Co., with the 
connivance and permission of those who make and enforce the 
rules and regulations are allowed to carry on their own exclu- 
sive and several right of fishery in one of the most important 
salmon streams in Alaska, and under unfair and illegal condi- 
tions are permitted to obstruct the ascent of these great salmon 
hordes in their efforts to reach their spawning grounds in the 
streams and lakes at the head of Bristol Bay; to secure for them- 
selves an unfair and illegal advantage to the injury of the salmon 
industry by blocking the streams through which the fish get into 
Bristol Bay with traps set in the flow of the stream and thus 
violate the spirit of the act of Congress which forbids the estab- 
lishment of traps at or near the flow of salmon streams; that the 
unfair but friendly rules and regulations prepared and enforced 
at this place by the Secretary of Commerce have created an unfair 
and illegal monopoly of right in these two cannery and trap com- 
panies, give them special privileges not possible to accord to any 
other person or company, and exclude all other persons and com- 
panies, Alaska and/or the Union or other fisherman from fishin 
in this location, thereby violating the spirit and letter of the ac 
of Congress of June 10, 1926: 

Wherefore your memorialist, the Legislature of the Territory of 
Alaska, in regular session assembled, does most earnestly request 
that the United States authorities take such immediate action to 
reduce the number of traps and restrict the days of fishing equal 
to those allowed in adjacent districts, and that such further 
action be taken as will prevent any person or company from 
acquiring an exclusive or several right of fishery therein, and that 
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all American purse seiners and gill netters be 
to fish therein while protecting the free flow 
the False Pass stream. 
And so your memorialist will ever pray. 
Passed the senate May 2, 1933. 


ven equal right 
salmon through 


ALLEN SHATTUCK, 
President of the Senate. 


AGNES F. ADSIT, 
Secretary of the Senate. 


Joe McDONALD, 
Speaker of the House. 


Attest: 
Passed the house May 4, 1933. 


Attest: 

C. H. HELGESEN, 
Chief Clerk of the House. 

AGNES F. ADSIT, 
Secretary of the Senate. 

The VICE PRESIDENT also laid before the Senate a peti- 
tion and a letter in the nature of a petition from sundry 
citizens of New Orleans, La., praying for a senatorial in- 
vestigation relative to alleged acts and conduct of Hon. 
Huey P. Lonc, a Senator from the State of Louisiana, which 
was referred to the Committee on the Judiciary. 

He also laid before the Senate a memorial of sundry citi- 
zens of the State of Ohio, and two letters in the nature of 
memorials from citizens of Louisiana, endorsing Hon. HUEY 
P. Lone, a Senator from the State of Louisiana, condemn- 
ing attacks made upon him and remonstrating against a 
senatorial investigation of his alleged acts and conduct, 
which were referred to the Committee on the Judiciary. 

He also laid before the Senate resolutions adopted by 
Commissioners’ Courts of Bandera, Bexar, El Paso, and Live 
Oak Counties, and a mass meeting of business and profes- 
sional men of the Thirteenth Congressional District of Texas 
at Wichita Falls, all in the State of Texas, endorsing the 
program of President Roosevelt and favoring the adoption of 
a public-works program providing highway construction in 
the State of Texas, which were referred to the Committee on 
Education and Labor. 

He also presented a resolution adopted by the Veterans’ 
Association of Summit County, Akron, Ohio, protesting 
against the operation of the so-called Economy Act”, par- 
ticularly in the cases of wounded veterans, which was re- 
ferred to the Committee on Finance. 

He also presented a resolution adopted by South Texas 
Chapter, the Disabled Emergency Officers of the World War, 
of San Antonio, Tex., relative to new regulations and in- 
structions covering the “causative factor” in connection 
with the cases of emergency officers of the World War, which 
was referred to the Committee on Finance. 

He also laid before the Senate a resolution adopted by 
the Brooklyn (N.Y.) Division of the Cosmopolitan Twine and 
Paper Association, Inc., protesting against the treatment of 
and discrimination against- Jews in Germany, which was 
referred to the Committee on Foreign Relations. 

He also presented a memorial of members of Martha 
Board Chapter, National Society Daughters of the Ameri- 
can Revolution, of Augusta, IIL, remonstrating against the 
recognition of the Soviet Government of Russia, which was 
referred to the Committee on Foreign Relations. 

He also laid before the Senate resolutions adopted by the 
Allied Patriotic Societies of New York City, N.Y., protesting 
against the passage of legislation tending to break down 
existing laws and Executive orders restricting immigration, 
which were referred to the Committee on Immigration. 

He also presented resolutions adopted by Phoenix Camp, 
No. 1, United Spanish War Veterans, of Phoenix, Ariz., pro- 
testing against the operation of the so-called “Economy 
Act” and regulations thereunder, especially as it affects 
pensions of veterans, and their dependents, of the Spanish- 
American War, which were ordered to lie on the table. 

Mr. COPELAND presented a resolution adopted by Colum- 
bia Council, No. 64, Sons and Daughters of Liberty, of 
Ridgewood, N.Y., favoring the passage of legislation further 
to restrict immigration into the United States, which was 
referred to the Committee on Immigration. 

He also presented a resolution adopted by the Allied Pa- 
trictic Societies, Inc., of New York City, N.Y. favoring the 


A true copy: 
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enforcement of the Executive order instructing consuls to 
enforce strictly the clause of the present immigration law 
having the effect of excluding immigrants and aliens seek- 
ing employment in the United States, and protesting against 
the enactment of legislation granting certificates of legal 
entry to aliens who have entered the country illegally, which 
was referred to the Committee on Immigration. 

He also presented a resolution adopted by the New York 
Committee of the National Woman’s Party, of New York 
City, N.Y., favoring the passage of legislation granting 
women equality in nationality rights with men, which was 
referred to the Committee on Immigration. 

He also presented a resolution of the New York Commit- 
tee of the National Woman's Party, of New York City, N.Y., 
favoring adoption of a proposed amendment to the Con- 
stitution granting equal rights to men and women, which 
was referred to the Committee on the Judiciary. 

He also presented a resolution adopted by the Building 
Material Men’s Association of Westchester County, Inc., of 
Scarsdale, N.Y., favoring the passage of legislation to 
modify or permit a more liberal interpretation of the anti- 
trust laws so as to aid in the restoration of business profits, 
which was referred to the Committee on the Judiciary. 

He also presented a petition of the Taxpayers’ Organiza- 
tion of Jamestown, N.Y., praying for the passage of legisla- 
tion establishing a uniform minimum hourly wage rate of 
50 cents and a maximum working week throughout the 
United States, with the exception of enlisted men under the 
Government, which was referred to the Committee on Edu- 
cation and Labor. 

He also presented a petition of retail and wholesale meat 
dealers of New York State, praying for the imposition of 
adequate tariffs on importations of animal, marine, and 
vegetable oils and fats, and the oil content of such oils and 
fats and of raw materials from which they are processed, 
and on hides and skins, which was referred to the Committee 
on Finance. 

He also presented a resolution adopted by the Brooklyn 
Council, Kings County, Department of New York, Veterans 
of Foreign Wars of the United States, favoring the imposi- 
tion of a tax on income derived from all governmental obli- 
gations, which was referred to the Committee on Finance. 

He also presented a resolution adopted by the Allied Pa- 
triotie Societies, Inc., of New York City, N.Y., protesting 
against the adoption of measures placing officers of the 
Regular Army on furlough with half pay, which was referred 
to the Committee on Appropriations. 

He also presented a resolution adopted by citizens and 
organizations of the State of New York, protesting against 
any reduction in the military or naval forces of the United 
States or in the training or personnel of the civilian com- 
ponents thereof, which was referred to the Committee on 
Appropriations. 

He also presented the memorial of Dr. Raiford T. 
Wainock, of Portland, Me., remonstrating against the fur- 
lough of certain officers of the Public Health Service, which 
was referred to the Committee on Appropriations. 

He also presented a memorial of sundry citizens of Brook- 
lyn, New York City, and vicinity, in the State of New York, 
remonstrating against the passage of legislation providing 
for the retirement of Government employees after 30 years’ 
service, which was referred to the Committee on Appropria- 
tions. 

He also presented a resolution adopted by the Civil Service 
Forum, of New York City, N.Y., protesting against the com- 
pulsory retirement of Government employees after 30 years’ 
service “almost without any opportunity to adjust their 
lives or living conditions ”, which was referred to the Com- 
mittee on Appropriations. 

He also presented resolutions adopted by the Northside 
Democratic Association of the Borough of Queens, of 
Corona; the Small Home and Property Owners Defense 
League of South Shore, Staten Island; the Property Owners 
Association of Middle Village, Long Island; and the Central 


Queens Transit Association, of Hollis, Long Island, all in the 


State of New York, protesting against the passage of Senate 
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pill 1137, the home loan mortgage bill, in its present form, 
and favoring the making of certain amendments thereto, 
which were referred to the Committee on Banking and 
Currency. 

He also presented memorials of members of the Jefferson- 
ville Synagogue, of Jeffersonville, and of sundry citizens of 
New York City and Brooklyn, all in the State of New York, 
remonstrating against the persecution of, and alleged out- 
rages committed against, the Jews in Germany, which were 
referred to the Committee on Foreign Relations. 

He also presented resolutions adopted by the Brooklyn 
Division of the Cosmopolitan Twine and Paper Association, 
of Brooklyn; the Metropolitan Conference of Temple 
Brotherhoods; a mass meeting of citizens of Saratoga 
Springs, comprising members of all creeds; the Men’s Club 
of the Progressive Synagogue, of Brooklyn; members of the 
United Brotherhood of Janina, of Brooklyn; and the Hudson 
District of the Zionist Organization of America, of Hudson, 
all in the State of New York, protesting against the persecu- 
tion of, and alleged outrages committed against, the Jews in 
Germany, and favoring the use by the Government of its 
good offices in the premises, which were referred to the 
Committee on Foreign Relations. 

He also presented resolutions adopted by the Owen Roe 
Club of New York and the United Irish-American Societies 
of New York, opposing the cancelation or further reduction 
of debts owed to the United States by foreign nations, which 
were referred to the Committee on Foreign Relations. 

He also presented resolutions adopted by Central Islip 
Council, No. 1816, of Central Islip; Penataquit Council, No. 
564, of Bay Shore; Champlain Council, No. 441, of Elmhurst; 
Ridgewood Council, No. 1814, of Brooklyn; Brooklyn Council, 
No. 60, of Brooklyn; and Columbus Council, No. 126, of 
Brooklyn, all of the Knights of Columbus, and the Brooklyn 
Alumni Sodality, of Brooklyn, all in the State of New York, 
protesting against recognition of the Soviet Government of 
Russia; which were referred to the Committee on Foreign 
Relations. 

He also presented a resolution adopted by the Twenty- 
eighth Ward Taxpayers’ Protective Association of Brooklyn, 
N.Y., favoring the restoration of the former 2-cent postage 
rate, which was ordered to lie on the table. 

He also presented a resolution adopted by the Erie County 
Committee, the American Legion, Department of New York, 
protesting against the operation of the so-called “ Economy 
Act” and Executive orders issued thereunder affecting the 
pay and allowances of disabled veterans of the World War, 
which was ordered to lie on the table. 


LIGHTHOUSE STATION, PORTSMOUTH, N.H, 


Mr. KEYES. Mr. President, I present a concurrent reso- 
lution adopted by the New Hampshire Legislature protest- 
ing against the lowering of the standard of the lighthouse 
station in Portsmouth Harbor, N.H., by the substitution of 
an unattended light and the elimination of the fog bell, and 
ask that it may be printed in the Recorp and referred to 
the Committee on Commerce. 

The resolution was referred to the Committee on Com- 
merce and ordered to be printed in the Recorp, as follows: 

STATE or New HAMPSHIRE, 1933. 
Concurrent resolution protesting against the lowering of the 
standard of the lighthouse station in Portsmouth Harbor 

Whereas the Federal Government contemplates the substitu- 
tion of an unattended light and the elimination of the fog bell: 
Therefore be it 

Resolved by the Senate of the State of New Hampshire (the 
House of Representatives concurring), That the State of New 
Hampshire protest against any lowering of the standard of this 
stasion as detrimental and dangerous to shipping; and be it 
further 

Resolved, That a copy of these resolutions be sent to the 
Members of the New Hampshire delegation in the Congress. 

May 11, 1933. 

Attest: 

[sear] Enoc D. FULLER, 

Secretary of State. 


RECENT MEASURES AFFECTING VETERANS 


Mr. ROBINSON of Indiana presented resolutions adopted 
by the Veterans’ Society of Summit County, Ohio, which 
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were ordered to lie on the table and to be printed in the 
Recor, as follows: 


Resolution adopted by the Veterans’ Association, Summit County 
Unit, Akron, Ohio, May 5, 1933 

Whereas Congress recently enacted legislation of vital concern 
to veterans of wars of this country and directly affecting the wel- 
fare of 11,000,000 citizens, this legislation is of great length and 
highly technical; and 

Whereas this legislation of such vast importance and grave con- 
sequences was considered by a special committee of the House of 
Representatives for only 3 minutes and then reported fa- 
vorably for passage under a special rule denying amendment and 
limiting deliberation to 40 minutes and immediately put upon its 
passage; and 

Whereas the Members of the House of Representatives were 
not permitted to have copies of the said legislation but passed the 
measure without seeing the bill; and 

Whereas said law provides that “any person who served in the 
active military or naval service and who is disabled as a result of 
disease or injury incurred in line of duty * ma be paid a 
pension” and fails completely to assure that the wounded and 
service-disabled man or his dependents shall receive any assist- 
ance from the Federal Government, and that the thousands of our 
comrades suffering from tuberculosis, from gas, and additional 
thousands now insane due to shock or shell fire and battle horror 
are precluded from reestablishing their claim because of their 
inability due to helplessness; and 

Whereas a single appointive subordinate official has complete 
and final jurisdiction over every claim of every veteran or his de- 
pendents and that this decision “shall be final and conclu- 
sive * * * and no court of the United States shall review such 
decision”; and 

Whereas such legislation specifically encourages the extravagant 
and unprincipled policy of private pension bills, thereby opening 
wide the door of politics in the matter of veterans’ affairs; and 

Whereas officers and employees of the Government receive a small 
reduction of salary for one year, while the reductions and elimina- 
tions of veterans’ compensation are permanent; and 

Whereas there was no emergency for such legislation, as it does 
not become effective until July 1, 1933, and that had 
ample opportunity to give the question the time and deliberation 
spat are gravity of the subject should have received: Now, there- 
ore, it 

Resolved by the Veterans’ Association, Summit County Unit, (1) 
That the method of this legislation be vigorously con- 
demned as violative of the principles of representative government 
and contrary to the spirit and intendment of the Constitution of 
the United States; 

(2) That the vesting of power in the discretion of a single 
official to deny the right of a wounded veteran help from the 
Government is a harsh, cruel, and unjust exercise of power of 
government in a Republic; 

(3) That the sweeping denial of the right of appeal to the courts 
of justice of our country is a dangerous and insidious attack 
upon the fundamental institution of American Government and 
that private pensioning is an unfair discrimination; be it further 

Resolved, That the Congressmen of Ohio who have the courage 
to vote against this vicious assault upon the principles of govern- 
ment cherished by our citizens and fought for on fields of battle, 
even though these Congressmen were threatened with political 
ostracism for their stand, be commended as a splendid example 
of real courage and faith in the representative government, main- 
taining the principle that “government of the people, by the 
people, and for the people shall not perish from the earth"; be it 
urther 

Resolved, That copies of this resolution be forwarded to the 
President of the United States, the Senators and Representatives 
in Congress from Ohio, the Director of the Budget, the Admin- 
istrator of Veterans’ Affairs, the Vice President of the United 
States, and the Speaker of the House of pA ap ecg 

Cuas. DICK. 


Karı S 

WALTER B. WANAMAKER. 

Gezo. 8 
Chairman. 


TREATMENT OF JEWS IN GERMANY 


Mr. ROBINSON of Indiana also presented a resolution 
forwarded to him by Rabbi Milton Steinberg, president of 
the Indianapolis (Ind.) Zionist District, protesting against 
the treatment of Jews in Germany, which was referred to 
the Committee on Foreign Relations and ordered to be 
printed in the Recorp, as follows: 

Be it resolved, That the Indianapolis Zionist District of Indian- 
apolis, Ind., views with pain and horror the persecution of the 
Jews of Germany; that its moral sensibilities have been outraged 
by authenticated reports of physical violence done against these 
people by systematic, legal exclusion of Jewish citizens from all 
contemporary German life, and by the persistent attempts of the 
German Government to reduce to the stage of degradation and 
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terror 600,000 Jews of Germany, whose only offense has been that 
they were born Jews. 

That the Indianapolis Zionist District of Indianapolis, Ind., 
petitions you to express its sentiments and to exert your influence 
so that the Government of the United States may make official 
protest against such barbarous behavior of a modern, civilized 
nation and may use its moral influence in an attempt to check 
such excesses. 

That the Indianapolis Zionist District of Indianapolis, Ind., peti- 
tions you to lend your efforts toward the amelioration of the lot 
of these persecuted Jews, and that it urges you to recommend a 
temporary loosening of immigration restrictions from Germany so 
as to permit for refugees from religious intolerance a haven in 
our United States. 

That copies of the resolution be forwarded to our Representatives 
in Congress and to the Honorable Cordell Hull, Secretary of State. 

This resolution was duly executed by the above-named organi- 
gation on the llth day of May, 1933. 

Respectfully submitted. 

RABBI MILTON STEINBERG, 
President of Indianapolis Zionist District. 


Mr. BARBOUR. Mr. President, I ask unanimous consent 
to have printed in full in the Recorp and appropriately re- 
ferred a resolution adopted on March 27, 1933, at a mass 
meeting held in Asbury Park, N.J., protesting against the 
intolerant policy of the Hitler government toward the Jewish 
people in Germany. In this manner I want to draw to the 
attention of the Congress the demands of this group of 
representative citizens. 

There being no objection, the resolution was referred to 
the Committee on Foreign Relations and ordered to be 
printed in the Recorp, as follows: 


Whereas a protest has been made heretofore on the 27th day 
of March 1933, at the high school auditorium in the city of 
Asbury Park, county of Monmouth, and State of New Jersey, 
against the intolerant policy of the Hitler government in relation 
to the Jews of Germany, in which protest participated the lay 
and spiritual leaders of Jewish, Catholic, and Protestant religions 
of the Monmouth county seaboard, as well as civic, political, and 
industrial leaders of said county; and 

Whereas this formal protest was delivered to the State Depart- 
ment of our Federal Government and to the German Ambas- 
sandor, Wilhelm yon Prittwitz; and 

Whereas verified and confirmed reports from Germany have 
since that time brought to America, day after day, the news of 
& systematic and thorough exclusion of Jews from the civic and 
political life of Germany by the Hitler government, an exclusion 
which expresses itself in the elimination of Jews from all federal, 
state, and local offices, the wholesale dismissal of Jewish physi- 
cians, the forced retirement of Jewish professors and instructors 
from the colleges and universities and smaller educational insti- 
tutions; the ejection of Jewish judges from the courts; the ex- 
pulsion of Jewish lawyers from the bar; the limitation and re- 
striction of the attendance of Jewish students in all the higher 
educational institutions: Therefore be it 

Resolved, at this meeting of American-Jewish citizens of the 
county of Monmouth, State aforesaid, held this 10th day of May 
1933, at the Synagogue Sons of Israel, in the city of Asbury Park, 
county of Monmouth, and State aforesaid, That we do hereby 
most emphatically condemn the unjust, intolerant, and outrage- 
ous anti-Semitic measures, policies, and discriminations of the 
Hitler regime; and be it further 

Resolved, That we do hereby call upon the Honorable W. WARREN 
Barsovur, and the Honorable HAMILTON F, Kean, United States Sen- 
ators for the State of New Jersey, and also upon the Honorable 
Witiiam H. SUTPHIN, Congressman of the Third Congressional Dis- 
trict of the State of New Jersey, to raise their voice of protest in 
the Halls of the United States Congress and move for the adoption 
of the resolution by the Congress and the Senate denouncing the 
unjust, unwarranted, and inhuman exclusion of Jews from the 
civic, political, and professional life of the country in which they 
have lived over 1,600 years and to which they brought untold glory 
and distinction in every field of endeavor; and be it further 

Resolved, That we call upon the Honorable Franklin D. Roosevelt, 
President of these United States, to use his good offices in behalf 
of the oppressed and persecuted Jews in Germany. 

Respectfully submitted by the resolutions committee. 

MEYER COHEN, 
Rabbi of Congregation Sons of Israel, Asbury Park, NJ. 
SYDNEY DIERDEN, 
President Congregation Sons of Israel, Belmar, N.J. 
RALPH B. HEADRON, 
Rabbi, Temple Beth El. 
BENJAMIN FREEDMAN, 
President Asbury Park Hebrew School. 
Lovis I. MILLER, 
President Congregation Sons of Israel, Asbury Park, NJ. 


REPORT OF THE INDIAN AFFAIRS COMMITTEE 

Mr. BRATTON, from the Committee on Indian Affairs, to 
which was referred the bill (S. 691) to authorize appropria- 
tions to pay in part the liability of the United States to the 
Indian pueblos herein named, under the terms of the act of 
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June 7, 1924, and the liability of the United States to non- 
Indian claimants on Indian pueblo grants whose claims, 
extinguished under the act of June 7, 1924, haye been found 
by the Pueblo Lands Board to have been claims in good 
faith; to authorize the expenditure by the Secretary of the 
Interior of the sums herein authorized and of sums hereto- 
fore appropriated, in conformity with the act of June 7, 1924, 
for the purchase of needed lands and water rights and the 
creation of other permanent economic improvements as con- 
templated by said act; to provide for the protection of the 
watershed within the Carson National Forest for the Pueblo 
de Taos Indians of New Mexico and others interested, and 
to authorize the Secretary of Agriculture to contract relat- 
ing thereto, and to amend the act approved June 7, 1924, in 
certain respects, reported it with an amendment to the title 
and submitted a report (No. 73) thereon. 

REGULATION OF BANKING 


Mr. GLASS. I am directed by the Committee on Banking 
and Currency unanimously to report back favorably with 
amendments the bill (S. 1631) to provide for the safer and 
more effective use of the assets of Federal Reserve banks and 
of national banking associations, to regulate interbank con- 
trol, to prevent the undue diversion of funds into speculative 
operations, and for other purposes, and later I shall attempt 
to secure its consideration. 

The VICE PRESIDENT. The bill will be placed on the 
calendar. 


INVESTIGATION OF SALE OF MILK AND DAIRY PRODUCTS IN DISTRICT 


Mr. KING. From the Committee on the District of Co- 
lumbia I report back favorably without amendment the reso- 
lution (S. Res. 76) to investigate conditions respecting the 
sale and distribution of dairy products in the District of 
Columbia. I ask permission to file a report later. 

The VICE PRESIDENT. Without objection, permission is 
granted. The resolution will be placed on the calendar. 


ENROLLED BILL PRESENTED 


Mrs. CARAWAY, from the Committee on Enrolled Bills, 
reported that on today, May 15, 1933, that committee pre- 
sented to the President of the United States the enrolled 
bill (S. 7) providing for the suspension of annual assess- 
ment work on mining claims held by location in the United 
States and Alaska. 


BILLS AND JOINT RESOLUTION INTRODUCED 


Bills and a joint resolution were introduced, read the first 
time, and by unanimous consent the second time, and re- 
ferred as follows: 

By Mr. WHITE: 

A bill (S. 1659) to authorize an increase in the number of 
directors of the Washington Home for Foundlings; to the 
Committee on the District of Columbia. 

(By request.) A bill (S. 1660) providing for the clearance 
of certain American vessels where a fine has been imposed 
under the laws of the United States; to the Committee on 
Commerce. 

By Mr. BARBOUR: 

A bill (S. 1661) granting a pension to Minnie Wild; to 
the Committee on Pensions. 

By Mr. NEELY: 

A bill (S. 1662) granting an increase of pension to Caspar 
Hartmann; to the Committee on Pensions. 

By Mr. STEPHENS: 

A bill (S. 1663) granting an increase in pension to Mary 
L. Burgess; to the Committee on Pensions. 

A bill (S. 1664) for the relief of Shelby Howell Batson; 
to the Committee on Military Affairs. 

By Mr. KING: 

A bill (S. 1665) to provide for the establishment and 
maintenance, under the Bureau of Mines, of a research 
station at Salt Lake City, Utah; to the Committee on Mines 
and Mining. 

By Mr. COPELAND: 

A bill (S. 1666) to carry out the findings of the Court of 
Claims in the case of the Wales Island Packing Co.; to the 
Committee on Foreign Relations. 
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A bill (S. 1667) to amend section 177 of the Judicial Code; 
to the Committee on the Judiciary. 

A bill (S. 1668) for the relief of Charles F. Bond, receiver 
of the partnership of Thorp & Bond, New York, N.Y.; 

A bill (S. 1669) for the relief of Cowtan & Tout, Inc.; 

A bill (S. 1670) for the relief of Etna Watch Co.; 
bill (S. 1671) for the relief of B, Lindner & Bro., Inc.; 
bill (S. 1672) for the relief of Louis Godick; 
bill (S. 1673) for the relief of Valle & Co., Inc.; 
bill (S. 1674) for the relief of Epstein Underwear Co.; 
bill (S. 1675) for the relief of Sorenson & Co., Inc.; 
bill (S. 1676) for the relief of Bengol Trading Co., Inc.; 
bill (S. 1677) for the relief of Schapiro Bros.; 
bill (S. 1678) for the relief of A. & M. Karagheusian, 


hin (S. 1679) for the relief of J. Henry Miller, Inc.; 

A bill (S. 1680) for the relief of the estate of George B. 
Spearin, deceased; 

A bill (S. 1681) for the relief of the Snare & Triest Co.; 

A bill (S. 1682) for the relief of the North American 
Dredging Co.; 

A bill (S. 1683) for the relief of the Standard Dredging 
Co.; 

A bill (S. 1684) to confer jurisdiction on the Court of 
Claims to certify certain findings of fact, and for other 


beer 


purposes; 

A bill (S. 1685) for the relief of A. W. Duckett & Co., Inc.; 

A bill (S. 1686) for the relief of H. P. Converse & Co.; 

A bill (S. 1687) authorizing the Court of Claims of the 
United States to hear «Ee W the claims of the estate 
of George Chorpenning, deceased; 

A bill (S. 1688) for the relief of Messieurs M. Aronin & 
Sons; 

A bill (S. 1689) for the relief of Robbins-Ripley Co., Inc.; 

A bill (S. 1690) for the relief of the Bowers Southern 
Dredging Co.; 

A bill (S. 1691) for the relief of the Sound Construction & 
Engineering Co., Inc.; 

A bill (S. 1692) for the relief of the Compagnie Generale 
Transatlantique; 

A bill (S. 1693) for the relief of the International Mer- 
cantile Marine Co.; 

A bill (S. 1694) for the relief of the city of New York; 

A bill (S. 1695) for the relief of Messrs. Stein & Blaine; 

A bill (S. 1696) for the relief of M. T. Stark, Inc.; and 

A bill (S. 1697) for the relief of W. K. Webster & Co.; to 
the Committee on Claims. 

By Mr. SHEPPARD: 

A bill (S. 1698) for the relief of Frank S. Fischer; to the 
Committee on Military Affairs. 

A bill (S. 1699) to prevent the loss of the title of the 
United States to lands in the Territories or territorial pos- 
sessions through adverse possession or prescription (with 
accompanying papers); to the Committee on Territories 
and Insular Affairs. 

By Mr. ROBINSON of Arkansas: 

A joint resolution (S.J.Res. 54) limiting the operation of 
sections 109 and 113 of the Criminal Code; to the Com- 
mittee on Agriculture and Forestry. 

AMENDMENT TO INDEPENDENT OFFICES APPROPRIATION BILL 

Mr. STEPHENS submitted an amendment proposing that 
the unexpended balance of the appropriation “ Interna- 
tional. Radiotelegraph Conference, Madrid, Spain, 1933”, 
shall be available for the payment to Eugene O. Sykes of 
an amount equal to the amount he would have received as 
salary from February 23 to March 20, 1933, both inclusive, 
as a member of the Federal Radio Commission, intended to 
be proposed by him to House bill 5389, the independent 
offices appropriation bill, which was referred to the Com- 
mittee on Appropriations and ordered to be printed. 

REGULATION OF BANKING—AMENDMENTS 

Mr. CONNALLY submitted two amendments intended to 

be proposed by him to the bill (S. 1631) to provide for the 


safer and more effective use of the assets of Federal Reserve 
banks and of national banking associations, to regulate 
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interbank control, to prevent the undue diversion of funds 
into speculative operations, and for other purposes, which 
were ordered to lie on the table and to be printed. 

COST OF ELECTRICAL DISTRIBUTION 


Mr. COSTIGAN. Mr. President, I submit a resolution and 
ask that it be printed in the Record and lie on the table. 

The resolution (S.Res. 80) was ordered to lie on the 
table, as follows: 

Whereas interest is manifest throughout the Nation 
on the part of householders, both urban and rural, as to present 
and future uses of electricity and reasonable rates chargeable 
therefor; and 

Whereas a considerable, if not controlling, factor in the cost 
of rural and domestic electric service is reported to be the ex- 


pense of distributing transmitted current between local substa- 
tions and the customers’ meters; and 


Whereas it is responsibly alleged by engineers that the service 
of this OGR 


es keep t distribution cost 
and . subject has never been before any engi- 
e 


discussed 
neering ty; that technical literature does not deal with it; 
and that only rarely has it been considered in electric rate cases: 

Resolved, That the Federal Power Commission is hereby re- 
quested to furnish the Senate with a report summarizing such 
information as may be available indicating the cost of electrical 
distribution expressed in cents per kilowatt-hour under varying 
service conditions, as contrasted with the more irand known 
costs of electrical generation and electrical 


INVESTIGATION BY TARIFF COMMISSION 


The VICE PRESIDENT. The Chair lays before the Sen- 
ate a resolution coming over from a previous day, which 
will be read. 

The resolution (S. Res. 68) submitted by Mr. Regn on the 
3d instant was read as follows: 

Resolved, That the United States Tariff Commission is hereby 
directed to investigate, for the purpose of section 336 of the 
Tariff Act of 1930, the differences in the cost of production be- 
tween the domestic article and the foreign afticle, and to report 

at the earliest date practicable upon goat, kid, and cabretta 


Mr. REED. Mr. President, this is a resolution merely 
asking a study and information, but no other action. It is 
in the usual form. The Senate has passed a great many 
such resolutions. 

Mr. KING. Mr. President, will the Senator yield? 

The VICE PRESIDENT. Does the Senator from Penn- 
sylvania yield to the Senator from Utah? 

Mr. REED. I yield. 

Mr. KING. My recollection is that a similar resolution, 
or at least a resolution dealing with the same commodity, 
has been before the Senate within the past 4 or 5 months. 

Mr. REED. Oh, I do not think so. There has been no 
investigation of this particular variety of leather. It can be, 
done by the Tariff Commission in a very short time. 

The VICE PRESIDENT. Without objection the resolu- 
tion is agreed to. 

MESSAGES FROM THE PRESIDENT 


Messages in writing from the President of the United 
States submitting several nominations were communicated 
to the Senate by Mr. Latta, one of his secretaries. 
COMPENSATION OF DISABLED VETERANS AND THEIR DEPENDENTS 

Mr. CAPPER. Mr. President, I ask unanimous consent 
to have printed in the Recorp two letters. The first is a 
letter received by me from Ernest A. Ryan, adjutant of the 
Kansas Department of the American Legion. The second 
is a copy of a letter delivered by myself to President Roose- 
velt, urging more of humanity and honorable dealing on 
the part of the Veterans’ Administration in dealing with 
disabled veterans and with the widows and dependents of 
veterans. 

It is my belief, Mr President, that everyone is beginning 
to realize and ready to admit that the Veterans’ Adminis- 
tration and the Budget Department have gone far beyond 
what Congress intended or the country desired in adminis- 
tering the provisions of the Economy Act affecting veterans. 
I know that I never intended such drastic cuts for veterans 
suffering from wounds and disabilities connected with the 
veterans’ service in the Army or Navy. I sincerely hope 
that statement from the White House last week means that 
there will be more of justice and less of uncalled-for cruelty 
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in the revision of regulations and in the reviews of indí- 
vidual cases of these veterans. 

Mr. President, the honor of this Government is just as 
important as a balanced Budget—and the Nation’s honor 
is involved in taking adequate care of deserving disabled 
veterans. I send the letters to the desk. 4 

There being no objection, the letters were ordered to be 
printed in the Recorp, as follows: 


OFFICE OF ADJUTANT, 
KANSAS DEPARTMENT, THE AMERICAN LEGION, 
Topeka, May 10, 1933. 


Hon. ARTHUR CAPPER, 
United States Senate, Washington, D.C. 

Dear SENATOR Carr En: I presume that you haye been besieged 
with communications from all parts of Kansas in regard to the 
recent regulations which have been put into effect governing pen- 
sions and compensations to World War veterans and Spanish War 
veterans. 

I have completed my Fifth Congressional District meeting and 
I state to you frankly that I have never seen such a wholehearted 
and indignant uprising on the part of legionnaires in Kansas as 
there is over this legislation. That the legislation is unfair is 
not even being denied by the Veterans’ Administration itself; and 
the extent to which the power voted the Administration under 
the Economy Act has been used, I am sure, far exceeds your ex- 
pectations and the expectations of other members of the Kansas 
delegation who voted for the measure. 

I presume it was your thought that the reductions in veterans’ 
expenditures would affect largely those men who could not con- 
nect their disabilities with their war service and possibly a few 
others who could not prove their need for compensation at the 
time. However, this is not the manner in which the Economy 
Act has operated. The regulations issued subsequent to the act 
have proven extremely cruel to needy veterans who contracted 
their disabilities in active war service. 

I can point to you instances in Kansas of outstanding vet- 
erans, with whom you are personally acquainted, who will suffer 
reductions in their service-connected compensations of as much as 
40 to 60 percent. I believe in previous years that the Veterans’ 
Administration has been correct and fair in the allowing of pre- 
sumption of service connection in tubercular and mental cases, 
even when they extended the date as far as January 1925. Under 
recent regulations presumptive service connection is wiped out 
in these types of cases, and we find men heretofore totally dis- 
abled with tuberculosis and mental diseases who now will receive 
only $20 per month under the nonservice provision of the new 
regulations. 

I do not think that I need bring it home to you that hun- 
dreds and thousands of these men are going to be thrown upon 
the charity rolls of their local communities during the coming 
months, and this is coming at a time when local communities 
cannot possibly make provision for their care. I think you will 
agree with me that it is far more equitable that the burden at 
this particular time could much better be borne from Federal 
income taxes paid largely by corporations and individuals who 
built their fortunes during the war than by placing this tax in 
the form of a charity assessment on the backs of the personal and 
real property taxpayer in our local communities. 

Whole I am presenting no particular brief in behalf of non- 
service cases, these being the least worthy of those who have 
been upon the Government pension rolls, I want to recall to your 
mind that even the drastic provisions of the recent regulations 
make provision for $20 per month for men totally disabled and 
who cannot connect their disability with service. 

Undoubtedly these injustices have been called to your atten- 
tion previously by individual legionnaires and service men who 
with their families have been affected by the recent action of 
Congress and the administration. I know and appreciate the 
fine service that you have rendered the World War veterans, 
and especially Kansas veterans, ever since we came home from 
service. I know that you still have that same appreciation for 
their war-time service and that same sympathy for their welfare 
in peace time. 

I am asking you to present these problems, as you best see fit, 
not only to the Veterans’ Administration but if necessary to 
the President himself. It will also be appreciated tf you will see 
fit to call attention to the people of Kansas to what I am sure 
you now recognize to be the rank injustices of the recent Vet- 
erans’ Administratiton regulations. 

Thanking you in advance for your cooperation now and ex- 
pressing again our appreciation for your loyal services in the 


„I am, 
Sincerely yours, 
ErNEST A. RYAN, 
Adjutant, Kansas Department. 


WasHIncTon, D.C., May 13, 1933. 
Hon. FRANKLIN D. ROOSEVELT, 
President of the United States, 
The White House, Washington, D.C. 
DEAR MR. PRESIDENT: I have just received from Ernest A. Ryan, 
adjutant of the Kansas Department of the American Legion, 3 
protest against the hurried discharge of hundreds of needy vet- 
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erans from the national military home at Leavenworth. 


with any other means of support, 
tainly, they cannot get jobs of any 
communities are not in shape to care for them adequately in 
addition to the heavy burdens already tmposed upon them by the 
great army of unemployed in the country. 

It was with heartfelt approval I read the statement from the 
White House Wednesday morning to the effect that there would 
be careful review of service-connected cases, and also of regula- 
tions affecting nonservice cases where the veterans are clearly 
disabled or destitute. It seems to me that is fair and just not 
only to the veterans in question but also to the country. 

In regard to the Leavenworth situation, I believe Adjutant Ryan 
has sent you a tel 
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Permit me to join Adjutant Ryan in that plea. 

Permit me to urge that until the regulations are reviewed these 
disabled veterans be allowed to remain in the homes. Surely 
it is more equitable and more humane to discharge only those 
clearly entitled to such discharge after review than it is to cast 
tnem out now by the hundreds and then later allow some of them 

return. 

I realize this is a most difficult problem. I realize that you are 
doing everything in your power to handle the situation with. 
justice to all and in a humane spirit. But I do want to urge that 
no needy disabled veteran be discharged upon public charity at 
a time when the local communities are straining every resource 
to take care of the large numbers of destitute already on their 
hands. And may I express the hope that immediate steps will be 
taken by the Veterans’ Administration to correct the most glaring 
inequalities in the regulations now in force, and that pending 
these adjustments those likely to be affected by the change not 
be thrown out to shift for themselves at a time when this is 
practically impossible. 

With sincere regards, 
ARTHUR CAPPER. 


MESSAGE FROM THE HOUSE 


A message from the House of Representatives, by Mr. 
Haltigan, one of its clerks, announced that the House had 
passed without amendment the following bills of the Senate: 

S. 1410. An act to amend section 207 of the Bank Con- 
servation Act with respect to bank reorganizations; and 


S. 1415. An act to amend sections 5200 and 5202 of the 
Revised Statutes, as amended, to remove the limitations on 
national banks in certain cases, 

The message also announced that the House had disagreed 
to the amendments of the Senate to the bill (H.R. 5040) to 
extend the gasoline tax for 1 year, to modify postage rates 
on mail matter, and for other purposes; asked a conference 
with the Senate on the disagreeing votes of the two Houses 
thereon, and that Mr. DoucHTon, Mr. Racon, Mr. SAMUEL B. 
HILL, Mr. Treapway, and Mr. Bachanach were appointed 
managers on the part of the House. 


ENROLLED BILL SIGNED 


The message further announced that the Speaker had 
affixed his signature to the enrolled bill (S. 7) providing for 
the suspension of annual assessment work on mining claims 
held by location in the United States and Alaska, and it was 
signed by the Vice President. 


VETERANS’ ALLOWANCES AND ADJUSTED-SERVICE CERTIFICATES 


Mr. VANDENBERG. Mr. President, I ask unanimous con- 
sent to have printed in the Recorp two letters, one with 
respect to the allowances of veterans and the other with 
reference to the present movement in behalf of the payment 
of adjusted-service certificates. Preceding the letters are 
brief statements prepared by me, which I ask may also be 
printed in the RECORD. 

There being no objection, the statements and letters were 
ordered to be printed in the Recorp, as follows: 


Mr. President, two phases of veterans’ legislation are involved in 
wide-spread discussion at the present time. One phase deals 
with excessive and indefensible reductions in service-connected 
disability allowances in violation of all the assurances which were 
given to Congress at the time of the passage of the so-called 
“Economy Act.” Another phase deals with the renewed move- 
ment in behalf of present payment of adjusted-service compensa- 
tion certificates. The only possible way in which I can hope to 
respond to the large number of inquiries that are coming to me 
upon this score is to ask the Senate’s unanimous consent that two 
typical correspondence exhibits be printed in the RECORD. 

The first exhibit deals with the so-called “bonus problem.” 
The following typical letter was received from Mr. Stanley Banyon, 
editor of the News-Palladium, at Benton Harbor, Mich.: 
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There is considerable discussion of the proposition that if the 
new administration is to attempt controlled inflation of the cur- 
rency, as a stimulus to economic recovery, there ceases to be any 
sound reason why the so-called ‘soldiers’ bonus’ should not now 
be included among those ‘maturing obligations of the Govern- 
ment’ to be paid with so-called ‘greenbacks’ at once. It seems 
to me that under a greenback program of controlled inflation the 
bonus question is a totally different question than it was 1 year 
ago. I do not discuss whether the inflation program is wise. That 
has been settled. We are to have it. Since we are to have it, I 
ask about the bonus as part of it. We all have great respect for 
your opinion on a matter of this nature, and I think your State 
would welcome any public statement you might care to make on 
the subject.” 

My self-explanatory reply follows: 

The so-called bonus problem is substantially different today, 
in the light of the passage of the inflation bill, than it was 
previously. If the Federal Government is to embark upon the re- 
issue of so-called greenbacks under the general terms of the old 
act of 1862, for the purpose of meeting certain maturing obliga- 
tions of the United States Government, it seems to me that a 
thoroughly sound case can be made out in favor of paying ad- 
justed-compensation certificates in this fashion immediately. 
Therefore, if we are to have limited inflation as is the new ad- 
ministration's plan, I considered it logical and preferable to in- 
clude the bonus among those maturing obligations which the 
President shall be thus authorized to pay in this fashion. I 
voted accordingly. 

“There are several specific reasons which sustain this conclu- 
sion. I am glad to submit them to the approval of your judgment. 

First. There is more actual advantage to the Federal Treasury 
in using the major portion of the contemplated $3,000,000,000 of 
‘greenbacks’ in paying off this particular ‘Government obliga- 
tion’ than any other. The new inflationary law requires an 
annual 4-percent sinking fund to retire these ‘greenbacks.’ (A 
‘greenback’ is a piece of paper money representing the Federal 
Government's promise to pay, without specific collateral value 
assigned to support it.) This annual sinking-fund obligation, in 
respect to the greenbacks necessary to pay the bonus, would be 
about $25,000,000 per year less than the annual payment which 
otherwise must continue to be made into the maturity fund to 
pay the bonus in 1945. In other words, there would be an actual 
and substantial budgetary advantage today in using the contem- 
plated greenbacks to anticipate these bonus maturities. This 
is the exact reverse of the situation 1 year ago when we were not 
committed to inflation as a policy and when, on any other basis, 
the cash payment of the bonus would have more than doubled the 
already yawning deficit which was threatening to wreck the public 
credit. 

“Second. The purpose of this inflation is said to be the encour- 
agement of commerce through the increase in the volume of cur- 
rency. I never have believed that the volume of currency is as 
important as the velocity of its turn-over—as witness the fact 
that we have as big a volume (barring hoarding) today as in the 
peak days of 1928. Certainly there must be velocity as well as 
volume—there must be the use as well as the creation of new 
money—if inflation is to serve any useful purpose. The payment 
of the bonus would produce swifter decentralized distribution and 
use than the payment of any other existing Government obliga- 
tion. Therefore, if we are to try this inflationary stimulus—and 
that question is no longer open to argument—the present payment 
of the bonus best serves the end in view. Any argument to the 

effect that this money would be swiftly swallowed up and would 
soon cease to affect the situation, as was the case when the first 
50 percent was made available upon my initial motion 2 years ago, 
is simply an argument against the utility of the contemplated 
limited inflation—with the exception that it must be remembered 
that the first payment was not in inflated money. 

“Third. The present payment of the bonus in greenbacks — 
if we are to pay any Government obligations in ‘ greenbacks '— 
would serve a collateral public purpose which is absent in the pay- 
ment of any other existing Government obligations. It would take 
every World War veteran in the country off of local relief rolls for 
a considerable time to come. This would help relieve local welfare 
responsibilities and would aid the situation in cities and towns 
and States—even up to the Reconstruction Finance Corporation 
and its advances to the States for welfare purposes. Certainly 
there is a particular obligation to veterans in this connection. 

Fourth. The fact that the face of these adjusted-compensation 
certificates are not due until 1945—heretofore a compelling argu- 
ment against anticipated payment of the 1945 value—ceases to be 
other than an academic consideration if the present payment be 
included within the already legalized ‘greenback’ limitation. 
Indeed, it were far better for the Government’s reputation for 
good faith to thus inexpensively anticipate these particular ‘ma- 
turing obligations’ than, as in the case of other ‘maturing obli- 
gations’ contracted to be paid in gold, to repudiate the gold clause 
and force payment of gold obligations in paper money. Certainly 
I would not force a veteran to take ‘greenbacks’ in 1933 if he 
prefers to wait for other and different payment in 1945. But 
certainly I would give him the option at once, under all these 
circumstances and for these compelling reasons. 

“This entire argument is predicated upon the fact that it 
already has been decided that the President shall have authority 
to issue up to $3,000,000,000 in ‘greenbacks’ to pay ‘maturing 
obligations’ of the Government as he sees fit. In other words 
the advisability of this type of inflation has ceased to be in argu- 
ment. The only remaining argument, as I see it, is the choice of 
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*obligations” to be paid. I have warned before—and I warn 
again that ‘printing-press money’ is a dangerous experiment. 
It is too much like the opium habit—a pro: ve curse. The 
German Republic doubled her currency with ‘printing-press 
money’ in 2 years. The next doubling occurred in 2 months; 
the next in'2 weeks; the next in 2 days. It finally had to 
be stabilized on the amazing basis of 1,000,000,000,000 to 1. We 
must protect America against that debacle at any cost. The 
American inflation now proposed is limited to $3,000,000,000 in 
“greenbacks.’ They are protected by a 25-year sinking fund. 
They are limited to use on existing obligations of the Federal 
Government. It is to be fervently prayed that our self-restraint 
will keep us within limits. But since the power to proceed as 
indicated is now created and no longer open to argument, I be- 
lieve that the power should also be created to include adjusted- 
service compensation certificates within the definition of those 
5 obligations’ entitled to present and immediate pay- 
ment. 

“I want to add that ‘bonus marches’ upon Washington, no 
matter how nobly meditated, have a most unfortunate effect upon 
these veterans’ problems. No one would deny veterans, singly or 
in groups, the sacred right of petition. But when petitioners en- 
camp upon the Capitol more or less indefinitely, there is an ele- 
ment of physical compulsion, whether intended or not, which 
emphasizes the threat above and beyond the petition itself. 
This inevitably has the exact reverse from the intended effect 
upon legislators.” 

The second exhibit which I desire to submit has to do with the 
rules and regulations announced by the United States Veterans’ 
Bureau and the Bureau of the Budget in respect to reductions in 
pensions and disability allowances pursuant to the so-called 
“Economy Act.” There are unexpected inequities and severities 
in the administrative rules and regulations which represent the 
form in which this Executive authority is to be exercised. Some 
of these inequities are more violent than those in the old order 
which it was sought to purge. Actual battle casualties have been 
reduced in allowances from 35 percent to 55 percent, sometimes 
even more. Total reductions of 72 percent in World War allow- 
ances and 66 percent in Spanish War allowances cannot be de- 
fended—either on the basis of justice, or on the basis of the 
driving need for economy which I support, or on the basis of the 
assurances given Congress when the Economy Act” was passed. 
There must be a rational revision of these rules and regulations 
or “economy” inevitably will suffer from just such a reaction as 
previously hit prior allowances themselves. A typical letter on 
this subject from George A. Osborne, editor of the News at Sault 
Ste. Marie, Mich., was answered by me as follows: 

“This will reply to your letter with its enclosed news article 
describing the contemplated reduction from $90 per month to $8 
per month in the disability allowance to a veteran who ‘received 
a volley of machine-gun bullets in the abdomen’ while fighting 
in France in direct contact with the enemy and who thus was 
permanently disabled. 

“Any such treatment of a veteran with direct service-connected 
disability is not only an affront to the humanities and to Ameri- 
can patriotic sensibilities, but it also is a direct violation of the 
assurances which were given Congress at the time the President 
asked for special powers in the so-called ‘economy bill.’ I shall 
not only emphatically protest this action; I also shall use it as a 
further demonstration that the economy bill is being admin- 
istered under rules and regulations never remotely contemplated 
when Congress was asked for the bill by the President in the 
dire emergency which he confronted the second week in March. 

“Some of these rules and regulations, recently announced by 
the Budget Director, are shocking beyond words in their effects. 
They cannot be justified even in the name of ‘economy '—to 
which we all must rigidly commit ourselves—because illogical and 
illegitimate economy simply invites reaction against all economy, 

“Ten days ago the national commander of the American Legion, 
which is seeking patriotically to uphold the President’s hands in 
his economy needs, protested to the President against some of 
these unexpected regulations. I promptly wired the commander 
at at polis headquarters of the Legion, under date of May 5, 
as follows: 

“*T want you to know that I emphatically agree with your state- 
ment that “those to whom President Roosevelt has intrusted 
administration of the Economy Act have gone far beyond what his 
spokesmen in Congress promised would be the extreme limit of the 
burden to be imposed upon veterans.” The Legion certain is 
justified in asking a review of the new orders, particularly as 
affecting battle-front service-connected disabilities,’ 

“On May 12 President Roosevelt ordered his Budget Director 
and his United States Veterans’ Bureau to review these offensive 
rules and regulations. They ought to be reviewed and they ought 
to be purged. I am perfectly sure that the veterans themselves 
are willing to again make their fair share of contribution to the 
country’s needs. But no exigency on earth could justify anything 
remotely approximating a cut from $90 per month to $3 per month 
in the case of a veteran who was disabled in action in such an 
instance as you present. Unfortunately, this is not an isolated 
case. I am amazed that any administrators could conceive such 
ruthlessness. 

“It is physically impossible for my office facilities to pursue 
each individual Michigan case which falls under the new bans. 
But I shall be glad to make an example of the particular case 
which you submit. It could not be expected that the necessary 
cut-backs in veterans’ allowances would not bring a storm of pro- 
tests. But neither should it have been expected that the cute 
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backs would invade legitimate allowances in any such fashion 
as we now contemplate. I feel particularly offended because I 
insisted upon assurances to the contrary when the bill originally 
was in the Congress. 

“TI am hopeful that the review which the President has ordered 
will correct some of these aggravated situations. If not, they 
must be corrected otherwise. I understand that already it has 
been determined not to abandon regional offices of the United 
States Veterans’ Administration at once. This would have been 
another grievous error, since it would have centralized these mil- 
lions of claims in Washington and prolonged, perhaps by years, 
their adjudication in many instances.” 


STIMULATION OF BUSINESS 


Mr. NYE. Mr. President, I ask unanimous consent to 
have printed in the Recor an article entitled Program to 
Stimulate Business”, by James M. Thomson, appearing in 
the New Orleans Item. 

There being no objection, the article was ordered to be 
printed in the Recorp, as follows: 

[From the New Orleans Item] 
PROGRAM TO STIMULATE BUSINESS 
By James M. Thomson 


Senator Costigan, Democrat, of Colorado, has offered a bill in 
the United States Senate providing for a $6,000,000,000 public- 
works program. This bill contemplates an expenditure of $5,000,- 
000 a day for 2 years. 

Senator CosTicaN is an able and progressive Democrat. I am 
more than happy to see identified with the bill the name of Sen- 
ator Currmnc, a Republican, of New Mexico, and the name of 
Senator RoserT La FoLLETTE, of Wisconsin. Senator CUTTING is 
an interesting character. He is a scion of a very wealthy New 
York family who moved to New Mexico on account of his health. 
He is in his forties and is a bachelor. He is reputed to be worth 
a good many millions of dollars of inherited money. It is greatly 
to his credit that Senator Currinc has taken almost uniformly 
from the time he entered the Senate the fight of the people. He 
deserted the Republican Party and supported Franklin Roosevelt 
in the last election. He made some of the best speeches that were 
made for Roosevelt. He represents a type of western progressive 
leadership which should have a voice in the councils of the 
administration. 

Perhaps the greatest compliment that can be paid Senator 
Rozert LA FoLLETTE, of Wisconsin, another young man, is to state 
that he is a worthy son of a great father. When American his- 
tory is written the senior La Follette will rank as one of the 
really great Americans of his time. 

I don’t know how the Senate will line up on this bill, but it 
will be surprising to me if another Member of the Senate, a 
wealthy Republican, does not line up with these gentlemen for 
a $6,000,000,000 bond issue. I refer to Senator Couzens, of Michi- 
gan. Senator Couzens is a former partner of Henry Ford. He 
sold out his business for a good many millions of dollars. He is 
understood to have his money in the safest type of investment. 
It is clearly to his credit that the Michigan Senator has tried to 
stand uniformly for what he considers the popular interest. He 
refers to the attitude of Senator Currmne and Senator CouzENs 
because it is popularly supposed that rich men in public life and 
whose investments may be in bonds or mortgages are considered 
to be influenced by their money in their vote and in their atti- 
tude. My personal contacts with men of this type have been 
rather refreshing. They are very often men desirous of legisia- 
tion in the interest of the people. 

I noted when America went off the gold payment abroad that 
J. P. Morgan came out in a statement not only approving the 
Government's action but approving inflation. When I started out 
several weeks ago to urge inflation or reflation on the Govern- 
ment I never expected to find myself in Mr. Morgan’s company 
within a few weeks. 

The point that I want to make is that in urging the issuance 
of five or six billion dollars by the Government to put the people 
to work, I do not believe that I am radical but think that I am 
business-like and conservative. 

Interest on $6,000,000,000 is $180,000,000 a year at 3 percent, and 
if the Federal Government splits this money with the States and 
with the cities which need money and starts a vast employment 
program in this country, I for one expect to see business 80 
stimulated that the Federal Government will increase its revenue 
by a billion dollars a year from income and other forms of taxes. 

I have heretofore presented the argument that the loss to the 
country in increased wealth which can be got from employing 
12,000,000 people now unemployed will be $5,000,000,000 a year. 
Public improvements are not a liability to a nation; they are an 
asset to a nation, and expenditure for public improvements is 
wise. 

All the surplus wealth of Russia goes each year into public im- 
provements. A great part of the surplus wealth of Italy goes 
each year into public improvements. France has put her surplus 
wealth into military equipment and has loaned it to her European 
allies for military purposes. In my opinion, Great Britain made 
a terrible mistake in inaugurating the dole and in maintaining 
millions of idle people for 10 or 12 years at British expense. The 
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country had far better have issued public-improvement bonds and 

have put those people to work. 

5 a United States does not need great military expenditures, 
ow. 


DEPOSIT OF GOLD AND GOLD CERTIFICATES 


Mr. STEIWER. Mr. President, I ask unanimous consent 
to have printed in the Recorp an article appearing in a 
Colorado paper written by Hon. C. S. Thomas, formerly a 
Member of this body. 

There being no objection, the article was ordered to be 
printed in the Recorp, as follows: 


Shakespeare once defined gold as the visible god. Whatever its 
physical qualities, it was always and still is the most formidable 
deity eyer worshiped by mankind. Even when the first com- 
mandment was voiced on Sinai, the Jews were imaging the golden 
calf at the foot of the mountain. Moses destroyed their statue, 
but he could not dethrone the metal which until quite recently 
men and women were privileged to see, albeit the bulk of it was 
buried in the ground from whence it came. 

We, or some of us, therefore, know that it is yellow, bright, and 
heavy. Also that by reason of the supernatural qualities with 
which it has been endowed it measures and shifts the values of 
all things spiritual and material. Morecver, the more fortunate 
of the people until recently, could actually acquire and enjoy 
meager portions of it; while theoretically, those possessed of other 
forms of money might demand its conversion into gold as the only 
real money in the habitable world, those contending for other 
standards being neither honest, intelligent, nor trustworthy. The 
metal failed to function and then abdicated, Yet the gold god is 
too sacred to be seen. Its fires burn too brightly for mortal eyes 
to gaze upon. 

The leader of American Democracy, ostensibly invested by Con- 
gress with the purple of unlimited power, last week issued an old- 
fashioned Russian ukase commanding all citizens (they are 
still so designated) by or before May next to deposit with the 
financial authorities all gold and gold certificates in their posses- 
sion in exchange for other forms of money. Failing this, the 
President by the same edict subjects them to arrest, indictment, 
and on conviction to a maximum fine of $10,000 or sentence of 
imprisonment for a term of 10 years or both. The visible god of 
Shakespeare is thereby clothed with invisibility and the single 
standard transformed from a human agency into a thing of omnip- 
otence. 

Under the law as written, gold is legal tender for the satisfaction 
of all human obligations. He who demands and he from whom 
it is demanded have no alternative but compliance with its terms, 
It was thus enacted at the behest and by the command of the 
single-standard powers and until yesterday it functioned as “the 
law of the land.” But the President by his “ipse dixit” has 
assumed to repeal it. 

The owner of paper money is not only prohibited from de- 
manding its redemption in gold, he is commanded under the 
sanction of the penai code to exchange with the Treasury for its 
paper. Although his own, he may not even retain it save at the 
risk of his liberty. Its mere possession after May 1 becomes a 
felony eo ipso, not by act of Congress but by Executive order based 
on legislative delegation of authority. 

With all due acknowledgement of the best of intentions, with 
which hell is said to be paved, I assert that this Executive order 
is the most deadly and appalling attack upon the integrity of 
the American Constitution thus far encountered since its ratifica- 
tion. Only by abdication can the Congress so legislate. Its Mem- 
bers falsify their oath of office when they so ordain. The Presi- 
dent has no more power to exercise the authority thus conferred 
than he had before the effort was made to confer it. The plea 
of necessity would be farcical, if the incident were not so tragical 
in its reaction upon American institutions. 

If the assertion were true that the salvation of the Republic 
or of the gold standard required this extreme policy, which it is 
not, then neither is worth the sacrifice. The latter has long been 
& curse and will so continue as long as the public interests are 
sacrificed upon its altar. Moreover, the Government has but to 
stretch out its hand and grasp the remedy; a fact which the 
world keenly realizes while its chancelleries willfully shut their 
eyes to it and will have none of it. If on the other hand, penal- 
izing by edict those rightfully possessing and entitled to the use 
of gold is within the Executive power, especially in times of peace, 
then no right of the American citizen is safe from the exercise of 
despotic power. 

The Nation has traveled far and fast on the road to central- 
ization since the Civil War, but it is somewhat melancholy to 
reflect that the Democratic Party under Wilson and Roosevelt 
has done more to demolish State boundaries and trample upon 
the fundamentals of the bill of rights than its opponent, which 
for three quarters of a century we have bitterly denounced for 
its disregard of constitutional limitations. And the bitter pill is 
now coated with gold, whose bar sinister, branded by fraud on 
the Nation's forehead in 1873, dictating its policy for 60 years, 
itself bankrupt in morals and in fact and doomed to early extinc- 
tion, has now dragged Democracy into the fathomless pool of 
repudiation. “Alas, it is not in our stars but in ourselves that 
we are underlings.” 

Comes at this juncture the economic statement that owing to 
expansion of debt and destruction of values, the Nation’s liabilities 
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‘exceed its assets. If this be true, bankruptcy is in sight and 
repudlation, is inevitable. Is it surprising that gold as usual has 
between two days to run to its cover disappeared in the gloaming 
and left the Nation to the elements and to fate? 

C. S. THOMAS, 


MOTHER’S DAY—ADDRESS BY SENATOR NEELY 


Mr. COSTIGAN. Mr. President, I ask unanimous consent 
to have printed in the Recorp an address in commemoration 
of Mother’s Day delivered over the radio yesterday by the 
eloquent Senator from West Virginia [Mr. NEELY]. 

There being no objection, the address was ordered to be 
printed in the Recorp, as follows: 


MOTHER'S DAY 


For more than 19 centuries mankind has had three unfailing 
sources of inspiration to heroic efforts, great accomplishments, 
and sublime achievements. For more than 1,900 years the three 
words that represent these ever-flowing fountains of inspiration 
have charmed the ears, brightened the hopes, and thrilled the 
hearts of all the children of men. They have incited the genius 
that has produced the most exquisite pictures ever painted, the 
most beautiful poems ever written, the most melodious songs ever 
sung—songs, poems, and pictures that have given us sunshine for 
our shadows, joy for our sorrows, smiles for our tears, and inti- 
mated to us the endless bliss of immortality in that “realm 
where the rainbow never fades”, where no one ever grows old, 
where friends never part and loved ones never, never die. 

These three mighty, magic, and inspiring words are “Jesus”, 
“Home”, and “ Mother.” — 

The first of them impelled Charles Wesley to write: 


“ Jesus, lover of my soul, 
Let me to Thy bosom fly: 
While the nearer waters roll, 
While the tempest still is high. 


“All my trust on Thee is stayed; 
All my help from Thee I bring; 
Cover my defenseless head 
With the shadow of Thy wing. 


“Hide me, O my Savior, hide, 
Till the storm of life is past; 
Safe into the haven guide, 
O receive my soul at last.” 


What unspeakable consolation, born of boundless faith in the 
everlasting Father's imperishable love for His erring children, is 
revealed in this beautiful hymn. Its music, “like a sea of glory, 
has spread from pole to pole.” 

The second of our magic words prompted John Howard Payne 
to compose that deathless song that has been sung and played 
around the world, Millions of weary wanderers on foreign strands 
have been transported upon the wings of imagination back to the 
romantic scenes of their childhood, to the picturesque paths which 
their infancy knew, to the happy days of the long ago by that 
soothing symphony of sublime sentiment: 


“ Mid pleasures and palaces though we may roam, 
Be it ever so humble there's no place like home! 
A charm from the sky seems to hallow us there, 
Which, seek through the world, is ne’er met with elsewhere. 


“Home, Home, sweet, sweet home! 
There’s no place like home!” 


And the last of this tranquilizing trinity of wondrous words, 
with the stirring force of the celestial muse of Isaiah, impelled 
Elizabeth Akers Allen to write the following pathetic, appealing, 
and rapturous poem that is destined to live until the everlasting 
hills, “The vales stretching in pensive quietness between”, and 
“old ocean's gray and melancholy waste”, shall be no more: 


“ Backward, turn backward, O Time, in your flight, 
Make me a child again just for tonight! 
Mother, come back from the echoless shore, 
Take me again to your heart, as of yore; 
Kiss from my forehead the furrows of care, 
Smooth the few silver threads out of my hair* 
Over my slumber your loving watch keep; 
Rock me to sleep, Mother, rock me to sleep! 


“Backward, flow backward, O tide of the years! 
I am so weary of toil and of tears 
Toil without recompense, tears all in vain, 
Take them, and give me my childhood again! 
I have grown weary of dust and decay, 
Weary of flinging my soul-wealth away; 
Weary of sowing for others to reap; 
Rock me to sleep, Mother, rock me to sleep. 


* * . . . „ 


Mother, dear mother, the years have been long 
Since I last listened your lullaby song: 
Sing, then, and unto my soul it shall seem 
Womanhocd’s years have been only a dream. 
Clasped to your heart in a loving embrace, 
With your light lashes just sweeping my face, 
Never hereafter to wake or to weep— 
Rock me to sleep, Mother, rock me to sleep.” 
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Kings and potentates and parliaments have proclaimed holidays, 
thanksgiving days, and emancipation days for observance by the 
people of various kingdoms and countries and states. But Miss 
Anna Jarvis, a distinguished woman of West Virginia, has estab- 
lished Mothers’ Day in the love, in the devotion, and in the throb- 
bing heart of the humanity of all the world. 

Today we venerate the sacred name and memory of mother. 
We laud the virtue, extol the spirit of self-sacrifice, and eulogize 
the loving kindness of every mother living; and in imagination, 
with bowed heads, grateful hearts, and generous hands lay new 
wreaths of the freshest, the fairest, and the most fragrant flowers 
upon the graves of all the mothers who have gone from the fitful 
land of the living into the silent land of the dead. In this hour 
of sober and serious reflection we realize that everyone who treads 
the globe owes his birth to the unspeakable agony of a mother. 
From mother’s breast the baby first was fed. In mother’s arms 
the baby first was lulled to sleep. Mother, in the twilight hour 
of baby’s existence, breathed the fervent prayer: 


“That He who stills the raven’s clamorous nest, 
And decks the lily fair in flowery pride, 7 
Would, in the way His wisdom sees the best, 
For her darling child provide; but chiefiy 
In her loved one’s heart, with grace divine preside.” 


Then, as the days grew into the months and the months 
lengthened into the years mother’s life became a continuous round 
of solicitude, service, and sacrifice for her child. 

Mother's hands made the first dress that baby ever wore. 
Mother's deft fingers made playthings for the little one that filled 
his eyes with wonder and his heart with joy. 

A splinter in baby’s finger, a briar in baby’s foot, or a bruise on 
baby’s toe became an affliction of such momentotis consequence 
that only mother could heal it; only mother could banish its 
ache; only mother could exile its pain; only mother could smile 
away the tears it caused to flow down baby’s cheeks. 

And a little later mother, like an inexhaustible encyclopedia of 
universal knowledge, informed her baby about the birds and the 
beasts and the flowers and the trees. She discussed with him the 
cause of day and night; of winter’s storm and summer’s calm; 
the mysteries of the earth and sea and sky. She explained as 
best she could the marvels of the sun and moon and stars and the 
grandeur of the far-off milky way. 

And the little one at night, upon his knees, at mother’s side, 
with mother’s hand upon his head, learned to say in the lisping 
accents of childhood: 


“Now I lay me down to sleep, 
I pray the Lord my soul to keep: 
If I should die before I wake, 
I pray the Lord my soul to take. 
And this I ask for Jesus’ sake. 
Amen.“ 


Thus from the day of the birth of her babe, tolling, sorrowing, 
rejoicing onward through life mother goes, generously giving the 
best of her thought and energy and effort and life to make of her 
child a successful, useful, and righteous woman or man. 

But until 


“The stars are old, 
And the sun grows cold, 
And the leaves of the Judgment book unfold "— 


no one will ever know the full measure of service the mothers of 
earth have constantly rendered their children. 

The following touching story illustrates the fact that the average 
mother is ever ready to sacrifice as sublimely for her child as the 
mother pelican is said to sacrifice for her young by feeding them 
the lifeblood from her breast: 

A poverty-stricken Italian woman was, by the death of her 
husband, compelled to work hard in a “sweatshop” to support her 
three little children. A humane organization learned that this 
unfortunate woman was in the last stage of consumption and 
endeavored to take her from her task. But she resisted and con- 
tinued to work until she died of a hemorrhage. During this 

s last moments someone inquired of her why she had 
worked so hard and so long, and she gasped, I had to work to get 
the grub for the kids.” 

Greater love than this has no woman shown. She laid down 
her life for her children. 

Just such love as this poor, dying Italian woman had for her 
children every other mother has for her own. 

In token of our appreciation of the great boon of maternal 
devotion which we all enjoy, or have enjoyed in the days gone by, 
let us habitually exalt the name, commemorate the memory, and 
sing the praises of our mothers, and let us devoutly beseech our 
Heavenly Father to love them and keep them, and shower His 
richest blessings upon them forever and forever. 


“© mother, thou wert ever one with nature, 
All things fair spoke to my soul of thee; 
The azure depths of air, 
Sunrise and starbeam, and the moonlight rare, 
Splendors of summer, winter's frost, and snow, 
Autumn's rich glow, bird, river, flower, and tree. 


“ Mother, thou wert in love's first whisper, 
And the slow thrill of its dying kiss; 
In the strong ebb and flow of the resistless tides of joy and woe; 
In life’s supremest hour thou hadst a share, 
Its stress of prayer, its rapturous trance of bliss. 
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“Mother, leave me not now when the long shadows fall athwart 
the sunset 
Hold thou my rosin in thrall till it shall answer to a mightier call, 
Remain thou with me till the holy night puts out the light 
And kindles all the stars.” 


Mr. LONG subsequently said: Mr. President, there was 
ordered to be printed in the Recorp this morning, at the 
request of the Senator from Colorado [Mr. Costican], an ad- 
dress by the Senator from West Virginia [Mr. NxRLVYI. I 
understand that will be printed in the ordinary small type, 
will it not, unless I am able to get an order from the Com- 
mittee on Printing to the contrary? 

The VICE PRESIDENT. The Chair understands that the 
law provides that it shall be printed in small type unless 
authorized to the contrary by the Joint Committee on Print- 


ing. 

Mr. LONG. I want to get authority from the Printing 
Committee to have it printed in the ordinary type of the 
Recorp. Will I have to have the request referred to the 
Printing Committee? 

The VICE PRESIDENT. It will require action of the 
Joint Committee on Printing. 

Mr. LONG. Of the two Houses? 

The VICE PRESIDENT. Yes. 

Mr. FLETCHER. Mr. President, was the request referred 
to the Joint Committee on Printing? 

The VICE PRESIDENT. No; it was not. 

Mr. FLETCHER. The law requires such matter to be 
printed in a certain type. 

The VICE PRESIDENT. Yes; and the law requires ac- 
tion by the Joint Committee on Printing. 


CARE OF VETERANS—DAYTON (OHIO) SOLDIERS’ HOME 


Mr. ROBINSON of Indiana. Mr. President, I desire to 
read a letter from Lawrence Andrews, of the editorial 
department of the Dayton Journal, with reference to the 
disabled veteran who was discharged from the Dayton Sol- 
diers’ Home in his underwear. That story was denied to 
some extent later in the day after it had been placed in the 
RECORD. 

The Senator from South Carolina [Mr. Byrnes] had some 
matter incorporated in the Record that seemed to be some- 
what at variance with the original story. I now have a 
communication from the Dayton Journal, which reads as 
follows: 


Dayton, Onto, May 12, 1933. 
Hon. ARTHUR R. ROBINSON, 


Senate Office Building, Washington, D.C. 

DEAR SENATOR: The United Press Association, under date of 

May 12, under a Washington, D.C., date line, carried the following 
story: 
“ WASHINGTON, May 12.—Perry M. Long, of Dayton, Ohio, may 
have left the soldiers’ home minus his pants, but the Roose- 
velt economy program has nothing to do with the incident, Vet- 
erans’ Administrator Frank T. Hines has informed Congress. 

“O. W. Wadsworth, director of the soldiers’ homes for the Vet- 
erans’ Bureau, and F. C. Runkle, manager of the home in ques- 
tion, were the authorities given by Hines for the denial. The 
two termed the affair ‘A carefully staged publicity stunt.’ 

“ Hines’ statement was placed in the CONGRESSIONAL RECORD by 
Senator Byrnes, Democrat, of South Carolina, after Senator RoB- 
INSON, Republican, of Indiana, had placed in the Rrecorp a news 
item from the Dayton (Ohio) Journal, in which Long was quoted 
as saying he had been told on leaving the home, ‘ Orders is orders; 
you will have to take them off.’ 

“A picture with the item showed Long standing in his under- 
wear, shirt, and shoes.” 

If you want to make liars out of two Government officials, 
namely, C. W. Wadsworth, director of soldiers’ homes for the Vet- 
erans' Bureau, and F. C. Runkle, manager or governor of the 
Dayton home, in their assertion that the above affair was a 
carefully staged publicity stunt, just write to me or either of 
the following men: Irwin Rohlfs, former assistant ting 
attorney of Montgomery County, residing at 1818 Ravenwood Ave- 
nue, Dayton, Ohio; Frank Humphrey, former municipal judge and 
prominent local Democratic leader, residing at 817 St. Agnes Ave- 
nue, Dayton, Ohio; Russell Schlafman, treasurer of the Montgom- 
ery County Veterans’ Association, well-known local Democrat, re- 
siding at 410 Burns Avenue, Dayton. 

Any of these men will be glad to furnish you with their own 
affidavits and affidavits from other persons who know the facts; 
that the above-referred affair did take place; that P. M. Long had 
no alternative but to turn in his clothes; that employees of the 
quartermaster’s department at the home laughed when Long 
walked out in his underwear; that a stranger picked Long up just 
inside the home gates and took him to Ruebenstein's store, left 
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him in the machine and went in and bought him a suit of over- 
alls, and then took Long home; that Long is a tuberculosis pa- 
tient; that he took a Civil Service examination for a Government 
position at Wright Field, Government aviation field near Dayton, 
but that they refused him the position because a physical exam- 
ination showed him to be suffering from tuberculosis. 

Either of the above-mentioned men can cite you dozens of 
equally pitiful cases and back up their assertions with affidavits 
if you will request them. One of the latest cases to come to their 
attention is that of a former soldier who received frozen feet while 
on duty in the Yukon; had part of his feet amputated, crippling 
him for life, and was discharged from the Army because of his 
disability as shown by his papers; that he has been receiving $60 
a month pension, which is all that he has, and that this has 
Just been cut to $18 a month, Perhaps that does not come under 
the Roosevelt economy program either, but I am prepared to send 
you photostatic records and affidavits to substantiate those facts. 

Perhaps you will be interested to learn that since April 1, 1933, 
approximately 2,000 former service men have been sent out of 
the soldiers’ home; that these men were turned loose in hundreds 
of cases without any funds whatever as charges on our local 
government and welfare agencies; that it was necessary for the 
veterans’ association to open a temporary shelter in an old build- 
ing in the heart of the downtown section, and that 55 men are 
now housed there with 15 of them compelled to sleep on the floor 
— cots are stored away at the home—cots which they formerly 

ept on. 

It may interest you to know that the veterans association at first 
attempted to take care of these men by voluntary subscription 
and funds raised from benefits; that the burden became so heavy 
that they demanded that county commissioners, under the State 
law, appropriate immediately the sum of $254,000 for soldiers’ 
relief to be raised by an additional half mill levy on over-bur- 
dened real estate; that the county commissioners did provide food 
and transportation for a number of veterans back to their homes, 
and finally were compelled to seek aid from the State relief com- 
mission, and that these needs are now being met by Reconstruc- 
tion Finance Corporation funds. In other words a part of the 
burden of caring for indigent and disabled veterans is being borne 
by the Government out of Reconstruction Finance Corporation 
funds instead of the soldiers’ home budget and at a greater 
per capita cost than formerly. Yet it is all a part of the “ economy 
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You will find also, Senator, that all of the former soldiers in this 
city who are fighting for justice and fair play to be given their 
comrades, are men who do not themselves receive pensions, but 
who are insisting that those veterans who are in need be taken 
care of adequately by the Government. 

The wide publicity given the Long story and picture has put 
officials at the soldiers’ home on their guard, but at that time 
there was no alternative for Long but to turn in his clothes, and 
if you want an affidavit from Long I am certain that you can 
get it. 

A rigid investigation of the manner in which the economy law 
is being enforced here would not be amiss and would be welcomed 
by 12,000 local veterans. 

Sincerely yours, 
LAWRENCE ANDREWS, 
Editorial Department, The Dayton Journal. 


P.S.—I am enclosing story that appeared on front page of Day- 
ton News today. Suggest that you force Veterans’ Bureau to 
make public correspondence they exchanged with Gov. F. C, 
Runkle, manager of Dayton home, on Long incident so you will 
have Runkle's story in black and white. 

Even convicts discharged from Federal penitentiaries are given 
a suit of clothes and some cash.—L. A. 


As will be noted, the writer suggests that the correspond- 
ence which passed between the Veterans’ Bureau here in 
Washington and the Soldiers’ Home in Dayton be made 
public. I am trying to get copies of that correspondence, 
and when I do I shall place them in the Recorp. 

Mr. President, I understand the same situation exists all 
over the United States where veterans’ hospitals are lo- 
cated, and there are some 54 or 55 of them. What a cruel 
thing it is! This administration will be known for its in- 
famous so-called “economy act” long, long years after we 
are all dead and gone. 

Mr. LEWIS. Mr. President, will the Senator yield? 

The VICE PRESIDENT. Does the Senator from Indiana 
yield to the Senator from Illinois? 

Mr. ROBINSON of Indiana, Certainly. 

Mr. LEWIS. May I ask the Senator from Indiana who 
it is in charge of that home at Dayton representing the 
National Government? 

Mr. ROBINSON of Indiana. F. C. Runkle. 

Mr. LEWIS. How long has that official head been in 
charge of this particular locality and department? 

Mr. ROBINSON of Indiana. I do not know of my own 
knowledge, but I understand about 2 years or more. 

Mr. LEWIS. He is not a new appointee? 
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Mr. ROBINSON of Indiana, I think not. I think he is 
getting his orders from Washington, however. He is just 
administering the law as he is told to administer it under 
these inhuman regulations that the President and his chief 
executioner, Mr. Douglas, have promulgated. 

Mr, LEWIS. I understand the Senator from Indiana 
merely deduces his idea that whatever transpired there was 
a result of orders obtained from Washington, but the Sen- 
ator has no knowledge of such facts? 

Mr. ROBINSON of Indiana. I think I will have some 
correspondence in the next day or so that passed between 
Washington and Dayton that will settle that question. 


THE CALENDAR 


The VICE PRESIDENT. Morning business is closed. The 
calendar is in order. The clerk will state the first business 
on the calendar. 


JOINT RESOLUTION AND BILL PASSED OVER 


The joint resolution (S.J.Res. 15) extending to the whaling 
industry certain benefits granted under section 11 of the 
Merchant Marine Act, 1920, was announced as first in order. 

Mr. KING. I ask that that go over. 

Mr. COPELAND. Mr. President, will not the Senator 
agree that the resolution may be considered at some day in 
the near future? 

Mr. KING. I do not want to make any commitment in 
advance. I think the measure is so important and, to my 
way of thinking, so improper, not to say obnoxious, that I 
should not want to consider it under any limitation of de- 
bate. If it comes up in the proper way, in a way that does 
not involve limitation of debate, I shall have to take my 
chances. 

Mr. COPELAND. Will the Senator withhold his objec- 
tion just a moment? 

Mr. KING. I will withhold it for a moment. 

Mr. COPELAND. The resolution has to do wholly with 
the matter of an industry which is not associated with 
those matters which the Senator thinks are evil, connected 
with the American merchant marine. It has to do with the 
whaling industry and it is important at this time that there 
should be a reorganization of part of the work in order that 
there may be brought about an increase in the business. 
However, I shall not press the matter at this time. 

The VICE PRESIDENT. On objection, the joint resolu- 
tion goes over. 

The bill (S. 682) to prohibit financial transactions with 
any foreign government in default on its obligations to the 
United States was announced as next in order. 

Mr. JOHNSON. That may go over. 

The VICE PRESIDENT. The bill will be passed over. 


IMPEACHMENT OF HAROLD LOUDERBACK 


The VICE PRESIDENT. The hour of 12:30 o’clock hav- 
ing arrived, under the order of the Senate, the Senate is now 
in session sitting as a Court of Impeachment for the trial 
of articles of impeachment against Harold Louderback, 
judge of the United States District Court for the Northern 
District of California. 

The managers on the part of the House of Representa- 
tives—Hon. Harron W. Sumners, of Texas; Hon. RANDOLPH 
Perkins, of New Jersey; Hon. GORDON BROWNING, of Tennes- 
see; Hon. U. S. Guyer, of Kansas; Hon. J. EARL MAJOR, of 
Illinois; and Hon. Lawrence Lewis, of Colorado—were an- 
nounced by the secretary to the majority (Mr. Leslie L. 
Biffle) and conducted to the seats assigned them. 

The respondent, Harold Louderback, appeared with his 
counsel, Walter H. Linforth, Esq., and James M. Hanley, Esq., 
and took the seats provided for them. 

The VICE PRESIDENT. The Sergeant at Arms will make 
proclamation. 

The Sergeant at Arms made the usual proclamation. 

The VICE PRESIDENT. The Journal of the proceedings 
of the last session of the Senate sitting as a Court of Im- 
peachment will be read. 

Mr. ASHURST. Mr. President, I ask unanimous consent 
that the reading of the Journal of the last previous session 
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of the Senate sitting as a Court of Impeachment may be 
dispensed with and that the Journal may stand approved. 

The VICE PRESIDENT. Is there objection? The Chair 
hears none, and it is so ordered. 

The Chair is informed by the Secretary of the Senate 
that on April 29, 1933, Representative HATTON W. SUMNERS, 
chairman of the managers on the part of the House of Rep- 
resentatives heretofore appointed to conduct the impeach- 
ment against Harold Louderback, United States district 
judge for the Northern District of California, filed with him, 
as said Secretary, under authority of House Resolution 
No. 108, the following documents: 

1. The replication of the House of Representatives to the 
answer of said Harold Louderback to the articles of im- 
peachment, as amended; and 

2. A statement making more specific an allegation con- 
tained in article 5 of the articles of impeachment, as 
amended, 

In order that they may be incorporated in the printed 
proceedings, the Chair lays before the Senate, sitting for the 
trial of the said impeachment, the said documents, which 
will also be printed for the use of the Senate. 

The documents are as follows: 


REPLICATION OF THE HOUSE OF REPRESENTATIVES OF THE UNITED 
STATES OF AMERICA TO THE ANSWER OF HAROLD LOUDERBACK, DIS- 
TRICT JUDGE OF THE UNITED STATES FOR THE NORTHERN DISTRICT OF 
CALIFORNIA, TO THE ARTICLES OF IMPEACHMENT, AS AMENDED, EX- 
HIBITED AGAINST HIM BY THE HOUSE OF REPRESENTATIVES OF THE 
UNITED STATES OF AMERICA 


The House of Representatives of the United States of America, 
having considered the several answers of Harold Louderback, 
district judge of the United States for the Northern District of 
California, to the several articles of impeachment, as amended, 

him by them exhibited in the name of themselves and 
of all the people of the United States, and reserving to themselves 
all advantages of exception to the insufficiency, irrelevancy, and 
impertinency of his answer to each and all of the several articles 
of impeachment, as amended, so exhibited against the said Harold 
Louderback, judge as aforesaid, do say: 

(1) That the said articles, as amended, do severally set forth 
impeachable offenses, misbehaviors, and misdemeanors as defined 
in the Constitution of the United States, and that the same are 
proper to be answered unto by the said Harold Louderbacs, judge 
as aforesaid, and sufficient to be entertained and adjudicated by 
the Senate sitting as a Court of Impeachment, 

(2) That the said House of Representatives of the United States 
of America do deny each and every averment in said several an- 
swers, or either of them, which denies or traverses the acts, in- 
tents, misbehaviors, or misdemeanors charged against the said 
Harold Louderback in said articles of impeachment, as amended, or 
either of them, and for replication to said answers do say that 
Harold Louderback, district judge of the United States for the 
Northern District of California, is guilty of the impeachable of- 
fenses, misbehaviors, and misdemeanors charged in said articles, 
as amended, and that the House of Representatives are ready to 
prove the same. 

0 HATTON W. SUMNERS, 
On Behalf of the Managers. 


IN THE MATTER OF THE IMPEACHMENT AGAINST HAROLD LOUDERBACK, 
DISTRICT JUDGE OF THE UNITED STATES FOR THE NORTHERN DISTRICT 
OF CALIFORNIA, IN THE SENATE OF THE UNITED STATES 


MAKING MORE SPECIFIC AN ALLEGATION CONTAINED IN ARTICLE 5, 
ARTICLES OF IMPEACHMENT, AS AMENDED 


Whereas on April 17, 1933, the managers on the part of the 
House of Representatives, in the impeachment against Harold 
Louderback, filed an amendment to article 5 of the Articles of 
Impeachment, which contains the following language: 

“It also became a matter of newspaper comment in connection 
with that receivership matter and others that theretofore, about 
1925 or 1926, the said Gilbert had been appointed by the said 
Harold Louderback when the said Harold Louderback was a judge 
of the Superior Court of California, an appraiser of certain real 
estate, the said Harold Louderback well knowing at the time of 
such appointment that the said Gilbert was without any quali- 
fication to appraise the value of such real estate, and in truth the 
said Gilbert never saw said real estate, and that the said Gilbert 
did not undertake to assist in the appraisal of said real estate, only 
signing the report which was presented to him, for which services 
he was allowed the sum of $500.” 

And whereas said language and allegation was objected to by 
counsel for Harold Louderback by a motion to strike out said 
language on the ground that the said Harold Louderback was not 
advised of “the time or times (of) said acts were committed by 
respondent”, or “in what action or actions, proceeding or pro- 
ceedings such alleged acts occurred” whereupon the managers 
agreed with counsel for the said Harold Louderback that they 
would endeavor to give to said ceunsel more exact information 
with regard to said transaction, and failing to do so by the 5th of 
May the said allegations would be withdrawn and no evidence of- 


1933 


fered in their support, counsel for the said Harold Louderback 
agreeing that they would exert themselves to try to ascertain the 
facts with regard to the transaction referred to and advise the 


Managers. 

Since such agreement and understanding the managers have 
ascertained more definite information with reference to this trans- 
action, and now allege the facts to be that on or about April 5, 
1927, in the matter of the estate of Howard Brickell, no. 46618, 
pending in probate that said Harold Louderback appointed the 
said Guy H. Gilbert an appraiser of property of said estate and 
also appointed with him as appraiser of said property Sam Leake, 
referred to in said article 5 of the Articles of Impeachment as 
amended; that on or about December 21, 1927, the said Harold 
Louderback made an order awarding to the said Guy H. Gilbert 
and to the said Sam Leake the sum of $500 each for their services; 
which information has been furnished to the said counsel for 
Harold Louderback. 

HATTON W. hairman, 


SUMNERS, C 
On Behalf of the Managers. 


Mr. KING. Mr. President, I offer the resolution which I 
send to the desk. 

The VICE PRESIDENT. The Senator from Utah offers a 
resolution, which will be read. 

The resolution was read, considered by the Senate, and 
agreed to, as follows: 

Ordered, That the opening statement on behalf of the man- 
agers shall be made by one person, to be immediately followed 
by one person who shall make the opening statement on behalf 
of the respondent, 

Mr. ASHURST. Mr. President, I would not resort to such 
an unseemly thing as even to intimate that either state- 
ment should be attenuated beyond what is absolutely neces- 
sary; but it might be well for the Senate sitting as a Court 
of Impeachment to be advised as to how long the honorable 
managers on the part of the House desire to take for their 
statement, and how long the attorneys for the respondent 
will require. I am sure there is no disposition on the part 
of the Senate to limit the time. The rule permits an hour 
on each side. 

The VICE PRESIDENT. Do the managers on the part 
of the House desire to make a statement as to the length 
of time they desire to address the Senate? 

Mr. Manager SUMNERS. Mr. President, the managers on 
the part of the House cannot anticipate the exact length of 
time required to make the opening statement, but we do not 
belve we will require an hour. We think we can finish in 
less time than an hour. 

The VICE PRESIDENT. Do counsel for the respondent 
desire to make any statement about the probable length of 
time they will desire? 

Mr. HANLEY. Mr. President, I will say to the Chair and 
to the Senators that I think we will consume about an hour. 

Mr. Manager SUMNERS. Mr. President, the managers 
on the part of the House would like the privilege of having 
the clerk of the Committee on the Judiciary in attendance 
to assist the managers with regard to the documents they 
shall use. 

Mr. ASHURST. Mr. President, I apologize to the Senate 
sitting as a court and to the managers on the part of the 
House and to the attorneys for the respondent, but I trust 
- I shall not be required to ask the managers or the attorneys 
to elevate their voices. Audition is extremely important. 
In the Senate Chamber, to be heard at all, one must lift 
his voice almost to an oratorical pitch. If the honorable 
managers and the honorable attorneys and the witnesses 
desire any audition—and that is what we seek—I beg of 
them to speak so that they may be heard. 

Mr. Manager SUMNERS. Mr. President, we will endeavor 
to conform to the suggestion made by the Chairman of 
the Committee on the Judiciary of the Senate, and we 
appreciate the suggestion made. 

The VICE PRESIDENT. Is there objection to the request 
of the managers on the part of the House to have the clerk 
of the Judiciary Committee sit with the managers? The 
Chair hears none, and permission is granted. 

Mr. Manager SUMNERS. Mr. President, we desire to 
submit a further request, namely, that Mr. Bianchi, a mem- 
ber of the bar of San Francisco, who has been requested 
by the managers to assist them in the development of the 
facts of this case, and who is here, be permitted to sit with 
the managers. 
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The VICE PRESIDENT. Is there objection? 

Mr. HANLEY. We will ask the chairman of the managers 
whether or not Mr. Bianchi is to be a witness. If he is, we 
should say that he should not be present. 

Mr. Manager SUMNERS. Mr. President, it is not antici- 
pated that Mr. Bianchi will be a witness; but the managers 
do not propose to foreclose their opportunity and privilege 
of putting him on the stand if they should deem it nec- 
essary. 

The VICE PRESIDENT. Let the Chair suggest 

Mr. BRATTON. Mr. President, a point of order. 

The VICE PRESIDENT. The Senator from New Mexico 
will state it. 

Mr. BRATTON. Under the rules of the Senate, the point 
is to be decided by the Chair without debate and without 
comment. 

The VICE PRESIDENT. The point of order is sustained. 

Let the Chair suggest to the managers on the part of the 
House and to counsel for the respondent that it has been 
suggested to the Chair, in view of the statement made by 
the Senator from Arizona as to the difficulty in hearing in 
the Chamber, that the gentlemen occupy a place on each 
side of the Chair in making their statements to the Senate. 
That is a mere suggestion to the managers and to counsel. 
They can occupy whatever station they see fit; but if they 
desire a place here, it will be made for them. 

Mr. Manager SUMNERS. Will the President indicate at 
what point it is desirable that the spokesman for the man- 
agers shall now stand? 

The VICE PRESIDENT. At a point here [indicating] on 
the rostrum, where the speaker can be seen better than when 
sitting in the well. 

Mr. HANLEY. Mr. President, the Chair has not yet ruled 
upon the question as to whether or not Mr. Bianchi, if he is 
to be a witness, should sit in the Chamber and assist the 
managers. 

The VICE PRESIDENT. The Chair will submit the ques- 
tion to the Senate: Shall the gentleman suggested by the 
managers of the House be permitted to sit in the Chamber 
and confer with the managers? [Putting the question.] 
The ayes have it, and permission is granted. 

The managers on the part of the House are recognized to 
make a statement of their case. 

Mr. HANLEY. Mr. President, before the manager makes 
his statement we have an affidavit to submit. We should 
like that opportunity at this time, and also to file an answer 
to the portion of article V that has been amended since the 
last session of the Senate sitting as a Court of Impeachment. 
Mr. Linforth has the answer, and we will ask that the clerk 
read it. It is very short. 

The VICE PRESIDENT. The clerk will read the answer. 

The Chief Clerk read as follows: 

In THE SENATE OF THE UNITED STATES, 
SITTING AS A COURT OF 


THE UNITED STATES OF AMERICA V. HAROLD LOUDERBACK, UPON ARTICLES 
OF IMPEACHMENT PRESENTED BY THE HOUSE OF REPRESENTATIVES 
OF THE UNITED STATES OF AMERICA 


Answer of respondent tó article V as last amended 


Respondent admits that on or about the 5th day of April 1927, 
while acting as judge of the Superior Court of the State of Cali- 
fornia in and for the ha and county of San Francisco, in the 
matter of the estate of Ho ckell, deceased, he made an 
order appointing Guy H. Gilbert, W. S. Leake, and R. F. Mogan 
appraisers; that in said matter Crocker First Federal Trust Co., of 
San Prancisco, was special administrator of said estate; that in 
the first and final account of said trust company was included the 
sum of $500 each paid to said Gilbert and said Leake as appraisers’ 
fees therein; that upon the hearing of the settlement of said 
account, an officer of said trust company testified that said account 
was in all res; true and correct; that the inventory on file 
in said estate showed its appraised value to be $1,020,804.38; that 
thereupon respondent, as judge of said superior court, made an 
order settling and allowing said account. Other than as here- 
inabove wap re set forth, respondent denies that he made any 
order awarding said Gilbert and said Leake, or either of them, 
$500 for their said services as such appraiser. 

HAROLD LovpERBACK, 
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Mr. HANLEY. At this time, Mr. President and Members 
of the Senate, we will ask whether or not the witness, W. S. 
Leake, has been subpenaed and is here. 

The VICE PRESIDENT. The Sergeant at Arms will give 
the information as to whether he is here. 

The SERGEANT AT Arms. W. S. Leake has been subpenaed 
by both sides; but, so far as I understand, is not present, 

Mr. HANLEY. We understood, Mr. President, that he 
may not be here. If he is not here, in order not to delay the 
Senate in the trial, but for the purpose of having permis- 
sion to take his deposition in California before the end of 
these proceedings, we ask that the clerk read the affidavit 
which we submit upon an application for a commission to 
issue. 

The VICE PRESIDENT. Without objection, the affidavit 
will be read. 

The Chief Clerk read as follows: 


In THE SENATE OF THE UNTTED STATES, 
SITTING as A COURT or IMPEACHMENT. 


THE UNITED STATES OF AMERICA V. HAROLD LOUDERBACK, RESPONDENT 


City oF WASHINGTON, 
District of Columbia, ss: 

Harold Louderback, being duly sworn, deposes and says: I am 
the respondent in the above-entitled matter. On September 6 
and 7, 1932, the special committee of the House of Representa- 
tives, Seventy-second Congress, pursuant to House Resolution 239, 
at San Francisco, examined as a witness one W. S. Leake. At 
the conclusion of his examination by Mr. LaGuardia on Septem- 
ber 7, 1932, the following occurred: 

„Mr. LaGuarpra. Mr. Chairman, I want to reserve the right to 
recall this witness at a later day. 

„Mr. SUMNERS. Very well. 

“Mr. Hanter. We won't agk any questions at this time. 
will wait until he is recalled. 

“The Wrrness. Will I have time to go back and see about some 
matters? 

„Mr. Sumners. Yes; you are excused, Mr. Leake. 

“The Wrrness. If you phone me, I can get over here very 
quickly. 

“Mr, SuMNERS. Yes; we will telephone you. 

“The Wrrness. I thank you.” 

The witness, W. S. Leake, was never recalled, his direct exami- 
nation evidently not concluded, and the witness was not cross- 
examined. > 

Subsequently, on February 24, 1933, the Congress of the United 
States of America, in the House of Representatives, resolved that 
afflant be impeached for misdemeanors in office, and in the first 
article of impeachment it is alleged that afflant entered into a 
certain arrangement and conspiracy with the said W. 8. Leake for 
the objects and purposes set forth in said first article. Afflant 
never entered into any such arrangement or any such conspiracy 
or, in fact, any conspiracy with the said W. S. Leake, and the said 
W. S. Leake will testify that no such arrangement as alleged in 
said article I, and no such alleged conspiracy as there referred to, 
was ever entered into between himself and affiant. That the said 
W. S. Leake is a material and necessary witness for afflant upon 
the trial of this matter, without the benefit of which testimony 
affiant cannot safely proceed to trial. 

That on the 29th day of April 1933, and for several days there- 
after, two of the managers selected and appointed by the honor- 
able House of Representatives were in San Francisco, Calif., namely, 
the Honorable RANDOLPH Prnxims and the Honorable GORDON 
BROWN Nd. That the said W. S. Leake resides, and for many years 
past has resided, in the Fairmont Hotel in said city of San Fran- 
cisco, and was on said 29th day of April 1933 confined to his bed 
by illness, and upon and according to the information and belief 
of affiant, had been so confined to his bed for some time prior 
thereto, and was so confined to his bed on Tuesday last when 
amant left San Francisco for Washington. That upon and accord- 
ing to the information and belief of affiant the physical condition 
of the said W. S. Leake is such as to prevent his appearance in 
person in Washington before this honorable Senate. 

That on April 29, 1933, counsel for respondent called to the at- 
tention of said managers the condition of the said W. S. Leake 
and requested their consent to the taking of the deposition of 
the said W. 8, Leake to be used upon the trial of this matter, or, 
their consent to the reading before this honorable Senate of the 
testimony so given by the said W. S. Leake on the hearing already 
referred to, and the supplementing of that testimony by deposi- 
tion, counsel for respondent informing said managers at said 
time that they desired to examine the said W. S, Leake, in par- 
ticular as to these alleged charges of conspiracy so set out in the 
first article of impeachment and so filed months after the taking 
of the testimony of the said Leake as hereinbefore set forth. The 
said managers advised my said counsel they desired to interview 
Mr. Leake and would on the Monday following advise my counsel 
as to their conclusion in the matter. My counsel thereupon made 
arrangements for said managers to interview said W. S. Leake, 
and according to my information and belief both said managers 
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ADETTEN Mr. Leake on the afternoon of the 29th of April 

At said time and place my counsel also advised the said man- 
agers of their desire to supplement by deposition the testimony 
of one W. L. Hathaway, who was a witness at said hearing at 
San Francisco in September 1932, and also their desire to take 
the deposition of the wife of the said W. L. Hathaway, telling 
them of the testimony expected to be elicited from each of said 
witnesses, the same relating to the charge contained in said article 
I to the effect that the said W. S. Leake did receive certain fees, 
gratuities, and loans directly or indirectly from one Douglas Short 
amounting approximately to $1,200" and advising them that it 
was expected to be proven by said witnesses and each of them 
that the loan referred to in article I had no relation whatever 
to the said Douglas Short—did not come from any fees received 
by the said Douglas Short as attorney for any receiver or other- 
wise, but was a personal loan made by the said W. L. Hathaway 
and his wife to the said W. S. Leake, and arranged for by a borrow- 
ing upon a life-insurance policy on the life of the said W. L. 
Hathaway. 

My said counsel at sald time informed said managers that the 
said W. L. Hathaway was critically ill and unable to appear in 
person before this honorable Senate and testify on behalf of 
respondent, and that, due to his then condition, his said wife 
would not leave him and appear in person upon the trial of this 
matter. 

On the said hearing so had in September 1932, in San Francisco, 
the said wife of the said W. L. Hathaway did not appear and 
was not examined as a witness. Said managers requested an op- 
portunity of personally interviewing the said W. L. Hathaway 
and his said wife, and, as the result of arrangements made by 
my said attorneys, one of said managers—namely, Hon. Randolph 
Perkins—did, on the 30th day of April 1933, interview both Mr. 
and Mrs. Hathaway. On Monday, May 1, 1933, at about 5 p.m., 
Mr. Browning, on behalf of said managers, notified my 
the managers would not consent to the taking of the depositions 
of any of said witnesses and would not consent to the testimony 
of either Mr, Leake or Mr, Hathaway being supplemented by 
deposition. 

Subsequently and on the 2d and 3d of May 1933 said managers 
did enter into a stipulation with my counsel to the effect that 
the testimony so given by the said W. L. Hathaway at said 
hearing had in San Francisco in September 1932 might be read 
upon the trial of this matter and did enter into a stipulation to 
the effect that, if present, his said wife would testify in accord- 
ance with the statement attached to said stipulation, and that 
if the said W. S. Leake did not appear before this honorable 
Senate upon the trial of this proceeding, the testimony given by 
him at said hearing in San Francisco might be read, but beyond 
this said managers refused to go and refused to stipulate. 

Said W. S. Leake, at the time of the giving of the testimony 
aforesaid, was not asked and did not testify in regard to the 
$1,200 transaction referred to in article I, and was not asked and 
did not testify on the subject of the alleged conspiracy in said 
article I set forth. 

Affiant desires the testimony of the said W. S. Leake on these 
and other subjects. Afflant does not desire to delay the trial of 
this proceeding. The testimony of the said W, S. Leake can readily 
be taken and returned for use upon this proceeding before the 
close of this trial, and if the said deposition is taken on Saturday 
next, said deposition can be completed and returned to this hon- 
orable Senate for use upon this trial within 48 hours thereafter. 

Wherefore affiant respectfully requests that a commission forth- 
with issue, directed to Ernest E, Williams, United States com- 
missioner at San Francisco, Calif., authorizing him to take on 
Saturday, the 20th day of May 1933 the deposition of the said 
W. S. Leake upon oral interrogatories to be then and there pro- 
pounded to him by respective counsel, and thereafter return said 
deposition to this honorable body by air mail; said deposition to 
be taken either at his office or at the residence of the said witness 
in the event of his inability to attend in person at his office. 

HAROLD LOUDERBACK. 

Subscribed and sworn to before me this 15th day of May 1933. 

[sear] CHARLES F. PACE, 

Notary Public. 
My commission expires February 12, 1936. 


Mr. Manager SUMNERS. Mr. President, in reply to the 
application to take the deposition of W. S. Leake, the man- 
agers on the part of the House desire to say that they are 
extremely anxious to have W. S. Leake here. W. S. Leake 
was a very intimate associate of the respondent in this 
case. He was available to the respondent. I observe from 
the statement made that he was to be called. There was 
nothing to prevent the respondent from calling W. S. Leake 
and eliciting any information possessed by him which the 
respondent then regarded as desirable. 

I desire to direct attention of the Senate to the fact that 
when the managers on the part of the House were recently 
in San Francisco there was this stipulation with regard to 
the testimony of W. S. Leake: 8 


It is further stipulated that the testimony of W. S. Leake taken 
at a hearing above referred to 
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That is, the hearing to which counsel for the respondent 
refers— 
may be read upon said trial by either party hereto with the same 
force and effect as if the said witness were present and testified 
in person. This stipulation, however, insofar as W. S. Leake is 
concerned, is without waiver by either party hereto to insist 
upon the attendance of said Leake before the court above re- 
ferred to, and shall become operative only in the event of the 
nonappearance of the said Leake at Washington before the said 
Court of Impeachment. 

The observation of the managers on the part of the House 
is that counsel’s complaint with reference to the incomplete 
examination of W. S. Leake is without point because W. S. 
Leake was available to counsel on the part of the respondent 
at the time when counsel complains that the testimony of 
W. S. Leake was not fully developed. 

Second, when the managers on the part of the House were 
recently in San Francisco, the respondent, through his coun- 
sel, stipulated with the managers on the part of the House 
that, in the event of the nonappearance of W. S. Leake, the 
testimony of W. S. Leake when he was examined in San 
Francisco could be offered by either party, the respondent 
or the managers. 

We are very anxious to have the attendance of W. S. 
Leake. At this time the managers are not prepared to de- 
viate from the stipulation entered into by counsel for the 
respondent and the representatives of the managers. 

The VICE PRESIDENT. What is the pleasure of the 
court with reference to the request of respondent? 

Mr. HANLEY. Mr. President, we should like to be heard. 

Mr. ASHURST. Mr. President, a point of order. 

The VICE PRESIDENT. The Senator will state his point 
of order. 

Mr. ASHURST. All such matters ought to be decided by 
the Chair without debate at this juncture. It is not appro- 
priate at this time to take the time of the Senate in the dis- 
cussion of a matter like this. Let the affidavit be presented 
and be printed in the RECORD. 

The VICE PRESIDENT. As the Chair understands it, the 
question before the court, or before the Chair, according to 
the construction of the Senator from Arizona, is whether 
or not grant will be given by the court to take the deposi- 
tion of W. S. Leake. 

Mr. ASHURST. That is to be decided by the Chair. 

The VICE PRESIDENT. That, it seems to the Chair, is a 
matter which should be determined by the court itself. 

Mr. ASHURST. Very well. The Chair has a right to 
submit it to the court. 

The VICE PRESIDENT. It seems to the Chair that it is 
not a question for the Chair to determine. Therefore the 
Chair has recognized these gentlemen to make statements 
prior to the vote of the court. 

Mr. Manager SUMNERS. Mr. President, may I make a 
suggestion to the Chair and to the court? It is that this 
particular matter be held in abeyance until tomorrow for 
determination. 

Mr. HANLEY. We have no objection to that. 

The VICE PRESIDENT. Is there objection? 
hears none, and it is so ordered. 

OPENING STATEMENT ON BEHALF OF THE MANAGERS ON THE PART OF THE 
HOUSE OF REPRESENTATIVES 

Mr. Manager SUMNERS. Mr. President and members of 
the court, on account of the peculiar powers possessed by 
the Senate sitting as a Court of Impeachment, it is a little 
difficult to determine what ought to be the scope of the 
opening statement by the managers. 

If I may be permitted a very brief introductory statement, 
an examination of the place, the function, and the philosophy 
of the impeachment power lodged in the Senate of the 
United States discloses that when the Senate sits as a Court 
of Impeachment, it possesses all the powers of a civil court 
trying an ouster suit. In addition to that, with regard to a 
member of the judiciary, holding an office secure from the 
direct power of the people to remove, the Senate possesses 
all the power which a free people possess to rid themselves 
of a public official who disregards individual rights, and 
whose conduct in office is calculated to bring disrespect and 
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hurt to public institutions. I shall be very brief on this 
point. 

Mr. President, there is, perhaps, no more interesting power 
possessed by government than the power of impeachment 
possessed by the Senate. It is rather an anomalous thing 
that a judge in a free country should be commissioned to 
hold office and exercise power over a free people secure from 
their power and opportunity to procure his removal. So the 
power of removal in such cases has been lodged in the Sen- 
ate, and the Senate possesses all the power which free men 
have under our system of government to protect themselves 
and their institutions with regard to members of the Federal 
judiciary. 

When we came to frame our Constitution we recognized 
a fact which had developed in England, from which country 
we inherited our institutions. Prior to the adoption of our 
Constitution the exercise of the power of impeachment had 
become practically obsolete in England. The impeachment 
of Warren Hastings was contemporaneous with the adoption 
of our Constitution, and the case of Lord Melvin in 1804 was 
the last one in which an impeachment was had in England, 

In the beginning of the operation of our Constitution it 
was considered that an impeachment was a criminal action, 
notwithstanding the fact that our Constitution withdraws 
from the Senate all power to impeach. But in the process 
of time, because of the rather infrequent examination of 
the power, it has now come to be universally recognized, I 
believe, by all students of our Constitution that impeachment 
under the American Constitution is not a criminal action 
but, insofar as its distinctive features are concerned, it is an 
ouster suit, because the Senate has no power to punish. In 
addition to the power to oust, as I have indicated, and asso- 
ciated with that power to oust, is the delegated power of a 
free people to rid themselves of a public official whose con- 
duct violates the principles of government under which a 
free people live. 

Mr. President, this is the first time in 22 years that man- 
agers on the part of the House have appeared at the bar of 
the Senate offering to introduce testimony to substantiate 
impeachment charges. The House of Representatives, and 
particularly the Committee on the Judiciary, have a more 
frequent contact with this question. In this particular 
case the House of Representatives, in the first instance its 
Committee on the Judiciary, was moved to consider this 
matter by a letter received from the Bar Association of the 
city of San Francisco. With the permission of the Chair 
and as a matter explanatory and in line with the practice 
in the Archbald case, the last impeachment case consid- 
ered by the Senate, I desire to have read this letter and to 
ask permission that my colleague [Mr. BROWNING] may read 
it for me. 

The VICE PRESIDENT. Is there objection? The Chair 
hears none. 

Mr. Manager BROWNING read the letter, as follows: 

San Francisco, CALIF., May 24, 1932. 
JUDICIARY COMMITTEE, 
House of Representatives, Washington, D.C. 

Sms: Under date of May 2, 1932, the Bar Association of San 
Francisco addressed a communication to His Excellency Herbert 
Hoover, President of the United States, with reference to certain 
matters published in the press of San Francisco concerning Hon, 
Harold C. Louderback, judge of the United States District Court 
at San Francisco, Calif., accompanying said communication with 
clippings from San Francisco newspapers. 

Under date of May 9, 1932, we received an acknowledgment of 
said communication from Mr. Lawrence Richey, Secretary to the 
President, stating that the matter “is being referred for the con- 
sideration of the Attorney General”, and thereafter we received a 
letter dated May 12, 1932, from Mr. Charles P. Sisson, Assistant 
Attorney General, stating in effect that our letter addressed to 
the President had been referred to the Department of Justice for 
consideration, and further stating “that the Department of 
Justice has no jurisdiction whatsoever over United States judges. 
Criticisms of Federal judges are ordinarily addressed to the 
Judiciary Committee of the House of Representatives.” 

Pursuant to the suggestion contained in the letter from the 
Assistant Attorney General, we are hereby addressing your honor- 
able committee and forwarding copies of the above-mentioned 
correspondence, together with duplicate press clippings, for such 
action as your committee may deem proper. 

We feel certain that you will readily realize that the interest 
of the Bar Association of San Francisco in this matter is solely a 
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public one and that it is concerned only in preserving the integrity 
of the bench, public confidence in, and respect for, the courts and 
the due administration of justice. We believe that no department 
of the Government should occupy a higher position in the public 
mind, or perform a more important function, than that of the 
courts, and that it is of the utmost importance that they shall 
be maintained on a plane of the strictest honesty and efficiency 
and shall be above suspicion. Charges against a court or judge, 
especially when publicly made, require thorough investigation, not 
only in the interest of the public and respect for our judicial 
system but also in the interest of the incumbent. 

If your committee should undertake an investigation of the 
matters in question, our association will cheerfully render such 
assistance as is within its powers, in the hope that whatever the 
outcome may be the result will contribute to the maintenance 
of public confidence in our courts. 


Respectfully submitted. 
Bar ASSOCIATION OF SAN FRANCISCO, 
By RANDOLPH V. WHITING, President. 


Mr. Manager SUMNERS. Mr. President, in order to save 
time, we will not introduce the commission of the respondent 
and certain other documents which seem to have been 
usually introduced in the course of impeachment trials, but 
shall take it for granted that it will be understood that the 
respondent is a Federal judge of the northern district of 
California. Further, we shall not make specific reference to 
the preliminary action on the part of the House of Repre- 
sentatives, assuming that it will be understood that by due 
course and in the ordinary order this matter has gone 
through the preliminary processes and has now reached the 
Senate sitting as a Court of Impeachment. 

It is a regrettable thing, of course, whenever it shall be 
deemed necessary to take the judgment of the Senate of the 
United States as to whether or not a judge or any other 
public official has forfeited his right to hold office in this 
country, but there is a duty that rests, first, upon the House, 
and now upon the Senate. 

I shall be as brief as possible, and will introduce the con- 
duct of this judge, the respondent, by a brief recitation of 
the facts which the managers on the part of the House will 
undertake to establish by competent testimony. 

First, I desire to direct the attention of the court to the 
facts in what is known as the Russell-Colvin Co. case.” 
The Russell-Colvin Co. was a stock and bond brokerage con- 
cern, a member of the San Francisco Stock Exchange. Fol- 
lowing the crash in the fall of 1929, this company became 
involved in serious financial difficulty. The stock exchange 
for some months had been in close contact with this concern, 
having constantly in the office of that organization its audi- 
tors, and receiving reports from an auditor by the name of 
Strong. It became evident after a while that it would be 
impossible for this concern to continue in business, and an 
equity receivership was suggested by the circumstances and 
conditions in which it found itself. That is the conclusion 
that was arrived at by frequent consultations between repre- 
sentatives of the concern and the stock exchange. 

A proceeding brought in equity was determined, in the 
first instance, by those who had initiated this matter, the 
stock exchange and the copartnership. It was determined 
that the best man to be receiver was Strong, who was 
familiar with the affairs of the business. Representatives 
of the plaintiff in that case, representatives of the stock ex- 
change, representatives of the copartnership, attended upon 
the respondent, asking the appointment of Strong to be the 
receiver, stating the facts with reference to his peculiar 
qualifications quickly to begin work because of his familiarity 
growing out of his contact with the business, the stock ex- 
change having an interest in the matter which readily can 
be appreciated, and having only the interest of conserving 
the assets of that concern in order that its creditors might 
receive the largest possible amount. The respondents agreed 
to appoint Strong as receiver. 

I shall not go into details, but directly after the appoint- 
ment a controversy arose between Strong, the appointed 
receiver, and the respondent with reference to who should 
represent the receiver as attorney in this matter. The re- 
ceiver insisted, under the circumstances, that he wanted an 
expert with regard to stock-and-bond matters and preferred 
to have for his attorney the firm which was the attorney, 
and had been for a long time the attorney, of the San Fran- 
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cisco Stock Exchange. The respondent insisted upon the 
selection of an attorney by the name of Short. 

Short was then an employee in a law office at the rate of 
$200 per month, with certain divisions with reference to 
fees that he originated. The controversy terminated in the 
discharge of Strong and in the appointment of a man by 
the name of Hunter, who on the evening after his appoint- 
ment selected Short as his attorney. 

Unfortunately, with reference to the transactions center- 
ing in this development of the matter, there comes a clear 
issue of yeracity as between the respondent and gentlemen 
of high standing in that community. 

From the judge’s chambers, insofar as this transaction is 
concerned, the scene shifts to the Fairmont Hotel. In that 
hotel there was resident the father-in-law of Short. Hunter 
lived there, also; and Mr, Leake, who has been referred to 
this afternoon, also lived there. Mr. Hathaway was regis- 
tered at the hotel. Mr. Strong was registered at the hotel. 
Mr. Leake had two rooms with regard to which he was reg- 
istered, and in one of those rooms lived the respondent, not 
registered. In a room registered in the name of Sam Leake 
lived the respondent, judge of the Federal Court of the 
Northern District of California. 

A statement as to how Hunter came to be selected is 
about to this effect: On the evening of the day when 
Strong’s discharge was determined the respondent, sitting 
in the lobby of the Fairmont Hotel with Mr. Leake, dis- 
cussed with him the situation in which he found himself, 
namely, that it would be necessary, in his judgment, to 
discharge Strong, and he asked Mr, Leake to indicate to 
him a good man to take the job. Mr. Leake said he would 
have to think it over, and just at the psychological mo- 
ment Hunter appeared walking through the corridor, and 
Mr. Leake said, That is your man.” Commissioned by the 
judge, he interviewed Mr. Hunter, and Mr. Hunter asked 
the privilege of consulting his employer. The next day 
Mr. Hunter indicated that he would take the job, and that 
night Mr. Short was engaged by Mr. Hunter. 

The explanation which the respondent makes of the 
peculiar conditions under which he was living at the Fair- 
mont Hotel was that he anticipated or rather there was 
possible a lawsuit against him, a civil action, and that he 
did not want to register at the hotel, because registering 
at the hotel was indicative of residence, and that if the suit 
was brought against him he wanted to be able to shift it to 
Contra Costa County, Calif. In order to strengthen the 
claim of residence in Contra Costa County, the respondent 
had registered there and voted there. It is charged by the 
managers and we propose to prove that the respondent 
registered as a voter and voted but refused to disclose the 
truth as to his place of residence by registering his name 
as people ordinarily do who have not anything to hide, in 
order that he might, in furtherance of the conspiracy—I do 
not like to use the term—commit a fraud against the rights 
of the contemplated plaintiff to have the case tried in the 
place where as a matter of fact the judge resided. 

In this hotel resides Mr. Hathaway, the father-in-law of 
Mr. Short, the attorney whom the respondent was deeply 
concerned to have appointed. 

Mr. Leake, according to his testimony, has no business. 
He keeps no bank account. He does claim to have this 
business—he is a mental healer. He teaches people how to 
think right and does not charge them for his services, but 
they make contributions to him. His office costs him $72 a 
month and his hotel—and, by the way, it is one of the more 
expensive hotels in San Francisco—costs him $200 per 
month. He is a widower. We shall establish the fact that 
Mr. Hathaway, the father-in-law of Short and beneficiary 
of the judge’s interest, loaned to Mr. Leake $1,000 which 
he admits he had little hope of being able to collect, and 
later gave him $250. + 

Sam Leake, it is charged, is the cover-up man of the re- 
spondent, living those 2 years or mare in a room registered 
in the name of the respondent. In order to be just about 
the matter, and we hope we will be just, the evidence will 
show that while Mr. Leake paid for the room at the hotel 
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in which the respondent lived, the respondent reimbursed 
him. It is the contention of the managers that in these 
transactions we begin to see the picture of the respondent 
as the respondent appears to the people of the northern 
district of California where he exercises jurisdiction. 

The respondent’s claim for wanting to be rid of Strong 
because Strong would not select the attorney whom he 
wanted was that he wanted somebody, either the attorney 
or the receiver, known to him to be an honest man whom 
he could trust and whom he knew. It is the contention of 
the managers that that is the front, and that behind it lay 
the facts which we propose to develop. It is our contention 
that those facts will develop as we examine the other cases 
to which I now desire to make reference, and I shall be 
brief about it. 

We had raised the question that the fees in that case and 
the fees in the other cases to which we shall make reference 
were entirely out of proportion to what people of the ability 
of the receiver and the attorneys were drawing and were 
out of proportion to the services they rendered. Mr. Short, 
who was drawing a salary of $200 per month and whatever 
division of fees he could get for a little over a year, was 
allowed a fee of $51,000, and the receiver was allowed a fee 
of $45,000. It is the contention of the managers that, ex- 
travagant and unreasonable as are those fees, they do not 
constitute the gravamen of the respondent’s offense with 
regard to these transactions. 

Mr. Leake had another very intimate friend, Mr. Gilbert. 
The first appointment of Mr. Gilbert by the respondent was 
in the Stempel-Cooley case. I shall not take the time of 
the court to discuss that case because there is not anything 
very significant about it except that in that case Mr. Gilbert 
employed as his counsel the same Short referred to in the 
other transaction. 

We now move to the Sonora Phonograph Co. case and 
take the liberty of suggesting to the court that the transac- 
tions of the respondent with regard to the Sonora Phono- 
graph Co. case bear directly upon the claim of the respond- 
ent with reference to his desire to have competent receivers, 
attorneys, and so forth. The Sonora Phonograph Co. was 
a large distributor of phonographs and radios, one of the 
major businesses of that community. Without going into 
detail, financial difficulties brought it to the court of the 
respondent. The respondent selected for the receiver in 
that case a man whose whole training had been connected 
with the mechanical operations of a telegraph company, 
Mr. Gilbert. For thirty-odd years he had been an em- 
ployee of the telegraph company, and there is no evidence 
indicating any familiarity on the part of this referee with 
business transactions. In this case the respondent desig- 
nated as attorneys the firm of Dinkelspiel & Dinkelspiel, who 
showed up with three accounts which had been forwarded 
to them from New York, a typical case of bankruptcy ambu- 
lance chasing, as we contend. In this case they were 
allowed a fee of $20,000, which fee we shall undertake to 
establish was not a justified fee to be allowed. 

The Prudential Holding Co. were large real-estate oper- 
ators in that community, with alleged assets of $1,500,000, 
engaged in large and varied real-estate transactions; chiefiy, 
however, in the operation and probably the construction of 
apartment houses. The respondent selected to represent 
him and the interests of the creditors in that case this 
telegraph operator, Mr. Gilbert. I do not mean to reflect 
upon Mr. Gilbert by that observation. He probably was a 
very fine telegraph operator, a good man to have been se- 
lected if the question had been with reference to operating 
telegraph instruments. Dinkelspiel & Dinkelspiel were also 
the attorneys appointed in that case. 

There was a very remarkable transaction in connection 
with that case. The petition for the receiver was filed, 
sworn to by an attorney upon information and belief, and 
granted without a hearing. Immediately the concern itself 
came into court, seeking to have the action set aside. The 
respondent held that matter in abeyance until a petition in 
bankruptcy was filed in Judge St. Sure’s division. There were 
three judges in that court. When Judge St. Sure was absent 
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the respondent went across in Judge St. Sure’s division, and, 
upon the application in bankruptcy, agreed to the writ, and 
appointed this same Gilbert and Dinkelspiel & Dinkelspiel re- 
ceiver and attorneys, respectively, in that case. Then, later, 
he dismissed the application for the equity receivership on 
the ground that it ought not to have been issued, and granted 
the application in bankruptcy upon the sole ground that 
this action with reference to the eauity receivership in his 
court had been granted. Judge St. Sure came back to his 
bench and dismissed the whole thing. 

I am going to take up the time of the court to refer to 
only one additional case specifically. That is the Lumber- 
men’s Reciprocal Association case. 

The Lumbermen’s Reciprocal Association was an insur- 
ance company engaged in writing workmen’s compensation 
insurance. Perhaps I do not state it correctly; but they 
were insuring companies against the hazards to their work- 
ingmen. It was a Texas concern. It became known in Cali- 
fornia that the home office of the Texas concern was in 
difficulties; and immediately the insurance commissioner of 
the State of California busied himself to try to hold in Cali- 
fornia, for the benefit of the citizens of California insured 
and having claims, about $80,000 required by the law of 
California to be deposited in that State, the plan being not 
only to hold this money but to permit the administration 
of the affairs of this concern in California by the insurance 
commissioner of California in order to save the ordinary 
expense of equity administration for the benefit of the citi- 
zens of California who were being protected by that fund. 
We will show that the respondent not only refused to co- 
operate with the officials of California seeking to bring 
about that arrangement, but—I will make a general state- 
ment—that he did in substance whatever a Federal judge 
could do in the contest between the insurance commissioner 
and Mr. Samuel Shortridge, Jr., his receiver, to prevent those 
funds going back to the insurance commissioner of Cali- 
fornia. 

Without going into the details of the procedure had, the 
action of the respondent was appealed from. It went to 
the circuit court of appeals of that circuit, and the re- 
spondent was reversed and the funds ordered into the cus- 
tody of the insurance commissioner of California. When 
that mandate came back—and I will venture the statement 
that there is not to be found in the judicial history of this 
country a thing like it—when that mandate came back from 
the circuit court of appeals, commanding that these funds 
be turned over to the insurance commissioner, the respond- 
ent attached a condition to the mandate of the circuit 
court of appeals that the funds should not be turned back 
unless there should be effected an agreement that his de- 
termination, his assignment of fees to Shortridge and the 
attorney, would not be appealed from. 

There are a good many things about that case which we 
will undertake to develop. 

I beg the pardon of the court for having overlooked the 
Fageol Motor Co. case. 

The Fageol Motor Co. was one of the very largest con- 
cerns in that part of the country. It was engaged pri- 
marily in assembling automobiles, and was engaged to a 
degree in making at least the bodies of automobiles. It got 
into difficulty also. Now, here is the picture: 

Everybody interested came into conference with regard 
to what ought to be done in that situation; and after confer- 
ence they decided that a man by the name of Tuller, who had 
been prominently connected with an automobile activity, a 
man with large experience in business and all sorts of 
financial and business contacts, should be the man who 
would be intrusted with taking the affairs of that business, 
administering them intelligently and wisely and economi- 
cally, and giving back to the creditors the very greatest 
amount that could be salvaged from the concern. 

Following that agreement the papers were prepared and 
the counsel for all the parties in interest presented them- 
selves at the chambers of the respondent. That was 
shortly before the noon hour of adjournment. They were 
advised by the secretary of the respondent that the re- 
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spondent would not adjourn court at the usual hour; that 
he would be delayed. They left the papers. They went 
back at 1:30. They were told by the secretary for the 
respondent that the respondent had gotten through earlier 
than he expected and was gone. They returned at 2:30 to 
see the respondent, the judge of that people, and were told 
that he had already appointed Gilbert, this telegraph oper- 
ator, instead of this automobile man, the choice of a free 
people. 

An arrangement was finally effected, under a threat of 
going into bankruptcy, that if Gilbert and Dinkelspiel & 
Dinkelspiel—I did not mention that, the same Dinkelspiel & 
Dinkelspiel—would step into the background and let the 
people in interest run the thing, they would not go into 
bankruptcy; and Dinkelspiel & Dinkelspiel apparently faded 
into the background. They were satisfied with only $6,000. 
My impression is that this was a concern with assets that 
ran into some millions; and Gilbert, I believe, took the 
statutory fee. 

Just one word in conclusion, gentlemen: 

We propose to show to the court the picture of this re- 
spondent as it is developed by the facts in this case, to 
show that the reasonable and probable consequence of 
proven facts has been to destroy the confidence of the 
people of the northern district of California in the judicial 
integrity and fairness of this defendant, and make it, there- 
fore, necessary, unpleasant as may be the duty of the Sen- 
ate of the United States, to exercise its extraordinary 
power, the only power that this people have. 

OPENING STATEMENT ON BEHALF OF THE RESPONDENT 

Mr. HANLEY. Mr. President and Members of the Senate, 
you have just heard Mr. Manager Sumners make his 
opening statement. In the interest of accuracy I have put 
down, practically in form of writing, the whole situation 
as it will be developed to the Senate. I will try to follow 
that line of thought to show you that Judge Louderback 
should not be tried upon insinuation, not upon surmise, 
not upon suspicion, and not upon thoughts of any of the 
managers, but upon sworn testimony. In that respect let 
me address myself to you as to what we expect to show in 
this case. 

You judges and jurors of the fate of Harold Louderback 
are about to try the articles of impeachment which you 
just heard repeated in the opening statement of Mr, Man- 
ager Sumners. We deem it proper at this time, without 
waiting to hear a single bit of testimony that will be ad- 
duced by the managers in support of their five charges, 
expressed in the impeachment articles, to make our state- 
ment now, at this time, of what we expect to show to each 
and all of you Senators of the United States sitting as 
judges and jurors in this case, to prove that there is not 
one syllable, there is not one thing in any of those articles, 
for which Judge Louderback should be found guilty. 

Who is the man you are about to try? Judge Louderback 
is a man about 52 years of age. His father was Judge Davis 
Louderback, of San Francisco. His mother was born in San 
Francisco, where Judge Louderback was born. We are 
proud of our pioneers of California. Judge Louderback is 
the son of a mother pioneer, and his father was an old 
pioneer judge of the city of San Francisco and the State of 
California. 

Judge Louderback's brother is George D. Louderback, pro- 
fessor of geology of the University of the State of California, 
and the dean of that university in the college of science and 
letters. 

Judge Louderback in his youth was quite delicate. He was 
sent by his parents to Nevada, and while in Nevada he grad- 
uated from the University of the State of Nevada. He after- 
wards took his law course at Harvard University, and grad- 
uated therefrom. He then was admitted to the bar of the 
State of Massachusetts. He was then admitted to the bar 
of the State of California. He was a practicing attorney 
for a number of years, and was associated with men of the 
standing of the late William C. Van Fleet, a district judge; 
the late John S. Partridge, a former district judge of the 
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northern district of California; Mr. Mastick, and others— 
eminent lawyers, eminent men of our community. 

During the World War this same respondent went to the 
first officers’ training camp, graduated therefrom and became 
a captain of artillery, and, at the end of the war, came back 
and resumed the practice of the law in San Francisco, with 
few clients, as was the case with most of those returning 
from the war. 

Judge Louderback was elected a judge of the superior court 
of San Francisco for a term of 6 years. I am speaking of 
the man you are trying. Thereafter he was reelected to 
that office for another term of 6 years by the highest vote 
given any judge that year in the city and county of San 
Francisco. There are 16 judges of our superior court. 
Judge Louderback was elected the presiding judge thereof, 
and he remained the presiding judge for the term of 1 year. 
Thereafter he was nominated, selected, and appointed one 
of the three United States district judges for the northern 
district of California. 

He was vouched for by the late Chief Justice Taft. He 
was vouched for by Judge Gilbert, the presiding and eminent 
judge of the Ninth Circuit Court of Appeals. He was vouched 
for by the chief justice of the Supreme Court of the State 
of California, the present chief justice, William Waste. 
This is the man whom you are about to be asked to find 
guilty of the charges in the articles of impeachment. 

You heard Mr. Sumners in his opening statement say 
to you what he expected to prove. In the interest of an 
intelligent presentation of this matter, we deem it proper, 
not by rambling outside statements, not by anything that 
cannot be produced in evidence, but taking the articles of 
impeachment, to explain each and every one of them to you, 
so that when the testimony comes forth from the lips of 
the witnesses, you will be prepared to receive that testimony, 
and know what it is all about. 

We will prove to you from exhibits, from documents, and 
from records in the cases mentioned in the articles, and 
from witnesses produced on both sides, that each and every 
charge against Judge Louderback—and I say this now ad- 
visedly to you Senators—will fall of its own weight. 

You heard the half truth as told to you by the House 
manager about the Russell-Colvin Co. case. Let me tell you 
the whole truth about the matter. The Russell-Colvin Co. 
was a stockbrokerage concern doing a stock and bond busi- 
ness in San Francisco at the time of the receivership, on 
March 11, 1930. The appraised value of the securities be- 
longing to that firm and to its customers was about 
$2,100,000. The appraised value of the firm’s securities, not 
including other assets, was over half a million dollars. 

In the receivership 679 claims were filed, totaling in 
money, $1,300,000. Bank loans and repurchase securities 
liquidated in the receivership amounted to nearly a million 
dollars. That was the kind of a receivership with which the 
court presided over by the respondent was asked to deal. 

Respondent wanted the receiver to be a man of integrity 
and one of ability, a receiver who would follow instructions 
of the court in administering truly the affairs of that par- 
ticular estate. 

As we progress we will show to you that this receivership 
was one of the outstanding receiverships in the United 
States, both for ability shown, for integrity displayed, for 
economic and speedy operation, among all the receiverships 
in the United States. 

The creditors of the Russell-Colvin Co. entitled to prefer- 
ence—and I want you to pay particular attention to this— 
and the customers entitled to priority, received 100 cents on 
the dollar. The ordinary margin customers, those who 
signed cards giving the firm authority to deal with their 
securities as they would, and not entitled to priority, re- 
ceived 46 percent of their claims, either in cash or in 
securities. We will show that the claims of the general 
creditors of the firm, including margin customers who were 
relegated to the position of general creditors for a portion 
of their claims, amounted to over half a million dollars, of 
which $152,000 represented claims of general customers 
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not creditors, and about $352,000 represented the claims of 
margin customers who were relegated to the position of 
general creditors. 

We will show that the general creditors received 28 per- 
cent of their claims, with a prospect of an additional divi- 
dend of about 12 percent. We will show that the creditors 
and customers of the firm had received securities and cash 
in an amount of about $828,000, and, for all creditors of all 
kinds, of every nature and character, 65 percent was paid 
to the customers and the people who had dealings with that 
particular firm. 

We will show that, due to the splendid administration of 
this estate—remember, now, I told you that there were 679 
claims filed—only 21 objections were filed to the receiver’s 
report, either by customers or creditors, and those objec- 
tions were summarily settled, either at a hearing before the 
court or before the referee, with the result that the adminis- 
tration of this estate was substantially completed without 
any protracted litigation on the part of any dissatisfied cus- 
tomers, and the work of tracing the money and the securi- 
ties to which they were entitled was completed in a period 
of about 18 months, and we will show that there is still due 
to be distributed in this estate about 12 percent when the 
assets are finally distributed. 

It will be seen, from what I have stated to you, that this 
Russell-Colvin matter involved careful, conscientious, and 
expert handling. It was a case of magnitude, dealing with 
numerous customers of the concern, and with a great many 
conflicting claims. 

I say to you Senators now, is it to be wondered that Judge 
Louderback wanted men in charge of this estate who would 
honestly and freely consult with him and inform him con- 
scientiously and truthfully of the administration of the 
estate as and when it progressed? Judge Louderback felt 
that the receiver and the attorney for the receiver should 
have no entangling alliances with the stock exchange of San 
Francisco. The testimony will disclose to you that, because 
Judge Louderback did divorce the administration of this 
estate from the hands of the stock exchange of San Fran- 
cisco, its influence was such that he is now being here tried 
upon articles of impeachment. 

It is alleged in article I, and what might be termed a sub- 
division thereof, is in substance as follows. I quote now 
almost verbatim from article I of the impeachment articles. 
Here it is: 

That Judge Harold Louderback did, on or about the 13th day of 
March, at his chambers, in his capacity as judge, willfully, tyran- 
nically, and oppressively discharge one Addison G. Strong, whom 
he had formerly appointed, on the lith day of March 1930, as 
equity receiver in the Russell-Colvin case, after attempting to 
force the said Strong to appoint one John Douglas Short as the 
attorney for the receiver in said case. 

It is alleged immediately thereafter that Judge Louder- 
back did attempt to cause Addison G. Strong to appoint 
said Short as attorney for the receiver, by promises of allow- 
ance of large fees and by threats of reduced fees if Strong 
refused to appoint said Short. 

We have filed with the Senate a formal answer setting 
out in some detail our set-up, and we will show you by 
affirmative proof in relation to this matter and from the 
testimony to be adduced that—remember this, because it 
will be spoken of in the testimony frequently—that Thelen 
& Marrin, attorneys for the plaintiff in the Russell-Colvin 
case, De Lancey C. Smith, another attorney, and Francis C. 
Brown—they were the attorneys for certain defendants— 
requested the appointment of Strong on the 1lth day of 
March 1930; that at that time there were present in the 
chambers of Judge Louderback—now mark this well—Max 
Thelen, his partner, Mr. Marrin, Mr. DeLancey Smith, Mr. 
Francis C. Brown, Lioyd Dinkelspiel, who has no relation 
to the firm of Dinkelspiel & Dinkelspiel, adverted to by our 
friend, Mr. Manager Summers, but was one of the partners 
of the firm of attorneys known as Heller, who is dead, 
Ehrmann, who is alive, White, who is alive, and McAuliffe, 
who is alive, 
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They are the attorneys and have been the attorneys for 
the San Francisco Stock Exchange. Mark that well, because 
it is to be a very important matter in the consideration of 
the affairs of the the Russell-Colvin Co. These attorneys, as 
I have said, were all attorneys for the stock exchange and 
had been for some time. Addison Strong was auditor for 
the stock exchange. He was also auditor for the Russell- 
Colvin Co. as and when that firm was doing business. 

It is true he was recommended to Judge Louderback, as 
we will show you, to be appointed receiver. The recommen- 
dation was concurred in by all the parties present in the 
judge’s chamber that day—the attorney for the stock ex- 
change, the attorney for the plaintiff, the attorney for the 
defendant. Two of the partners of the firm of Russell- 
Colvin Co., namely, Ronald Burliner and Guy Colvin, were 
also present at the meeting. We will show you that Judge 
Louderback did not personally know Strong, although he 
knew him by reputation as a member of the firm of Hood 
and Strong, but personally Judge Louderback had never met 
Addison G. Strong. 

At the meeting while they were present Judge Louderback 
emphasized the proposition that Addison G. Strong, if ap- 
pointed receiver, would be an officer of the court and that 
he must confer with the judge in the matter of the appoint- 
ment of his attorney. That was said to the group there. 
There was no hiding about it; no going behind doors. It 
was said to Strong in the presence of all who were then and 
there assembled that in the appointment of the attorney 
the court must be consulted. 

Lloyd Dinkelspiel was there, representing the stock ex- 
change and representing his own firm, the attorneys for 
the stock exchange. Strong was asked by Judge Louderback 
then and there, “ Have you selected any one of the attorneys 
present in this room or in this chamber as your attorney?“ 
Strong said, no, that he had not done so. We will show 
you, from the testimony, that regardless, at the very time 
Strong made that statement, in fact the day before, he had 
already selected a man named Lloyd Ackerman to act as 
his attorney in the event he was selected as receiver in the 
Russell-Colvin case. We will show you from the deposition 
of Mr. Lloyd Ackerman, taken while two of the managers 
were out in San Francisco the other day, that when Strong 
stated to Judge Louderback that he had not selected an 
attorney in the event he was selected as the receiver he 
told that which was not true. At the time he had already 
selected Lloyd Ackerman to act as his attorney in the event 
that he (Strong) was appointed receiver, and Ackerman had 
accepted the office. That is the witness Strong, who, we are 
told, was such a marvelous receiver and was to be the friend 
of the court and that he was full of integrity. 

Later Strong was appointed, and he informed Ackerman 
that he could not appoint him. He said the p 
is, in substance, what we will show you—that the pressure 
brought to bear upon him by the San Francisco Stock Ex- 
change was too great; that they wanted Strong to appoint 
their own attorneys, the firm of Heller, Ehrmann, White & 
McAuliffe as the attorneys for the receiver. 

Let me say here parenthetically that we will show you 
under a rule of the stock exchange, the seats being very 
valuable, that in the case of a fellow member defaulting for 
any debts due to another member of the stock exchange 
the members must receive dollar for dollar before creditors. 
In other words, the seats that were sold in this case, with a 
curb seat, were worth 2 years before March 1930 one hun- 
dred and some odd thousand dollars, but we will show you 
that the receiver in this case sold the two seats on the ex- 
change for $75,000. We will show you why the stock ex- 
change was so anxious to control the appointment not only 
of the receiver but to have appointed the attorney for the 
San Francisco Stock Exchange. 

Judge Louderback relied upon the statement of Strong 
before he appointed him, the statement being made at the 
meeting at the time of his appointment. If Addison G. 
Strong, the receiver appointed, had told Judge Louderback 
at that time that he had selected Heller, Ehrmann, White, 
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& McAuliffe he might not have been appointed; the 
Russell-Colvin case would not be before you, and the fact is 
we would have no impeachment case here to be tried this 
day. 

What developed thereafter in the Russell-Colvin case? 
Immediately when the matter was placed before Judge Lou- 
derback what happened? The first thing that was discovered 
was that two filings were made in the same matter with the 
same defendants and in the same cause of action. Two 
filings—for what purpose? I leave that to the Senate when 
the time comes. The two filings were called to the attention 
of Judge Louderback after he had agreed on their recom- 
mendations to appoint their selected receiver, Addison G. 
Strong. We will show you that immediately suspicion was 
aroused in respondent’s mind that he had to be careful in 
dealing with the affairs of the Russell-Colvin Co. The filings 
were simultaneous, I say. In one instance the case number 
was 2594, assigned to Judge St. Sure, and in the other the 
case number was 2595, assigned to Judge Louderback. Time 
will not permit me to go into the details of how and when. 
The clerk will do that when he arrives here, as to how they 
assign cases to the three judges by a certain system of 
pooling they have in that particular district. Judge St. Sure 
was absent. I think he was in Sacramento. That is a 
place where we hold court. We hold court in Eureka; we 
hold court in San Francisco in that district, and we hold 
court in Sacramento. At different times the different judges 
are assigned to these various places to sit. At that time 
and at the time of the assignment to Judge St. Sure he was 
sitting in Sacramento. In the absence of Judge St. Sure, we 
will show by letter and by stipulation, that Judge Louder- 
back acts for him, and during the absence of Judge Louder- 
back Judge St. Sure acts for him. We will show that Judge 
Louderback said: “I cannot attend to this matter now; get 
in touch ’—or words to that effect with Judge St. Sure.” 
They said, “No; we will dismiss the action assigned to 
Judge St. Sure’s department. You appoint our receiver as 
selected ”; and Judge Louderback did appoint the receiver as 
selected. 

A strange thing will develop in this case, that is, the first 
double filing ever had in that Federal court is the double 
filing had in the Russell-Colvin case. When Judge Louder- 
back made his order appointing Addison Strong he ap- 
proved the bond. The hour was late, the closing time of 
the clerk’s office had passed. The judge sent word to the 
clerk, as we will show you, to do what? To hold the office 
open in order to accommodate the litigants. The bond was 
filed and the order appointing the receiver was filed. 

Now I want the Senate to just bear with me, because this 
man comes 3,000 miles from San Francisco; witnesses can- 
not all be brought here with reference to the matter, and it 
is important for us now, the only time we have to meet and 
face this accusation, to have the attention to some of the 
matters that will be brought out here; and I ask your in- 
dulgence and your patience to bear with me while I relate 
what took place at that time. 

Before Strong left Judge Louderback’s chambers, upon 
the afternoon of the lith of March 1930, he turned to 
Strong and he said to Strong, in words and substance to this 
effect, “I want to talk to you when you qualify; I will 
wait for you in the chambers; come back to see me; I want 
to talk to you.” 

I will tell you what then took place and what we expect to 
show. Strong promised to return. The clerk’s office is a 
distance of less than from the end of the Senate Chamber 
to the other end over here [indicating]—I would say a dis- 
tance of about 50 or 75 or 80 feet away from the judge’s 
chambers. The hour was about 5:30 or 5:35. The judge 
waited for Strong. Did Strong return? Oh, no. What did 
Strong do? All practitioners of the law in San Francisco, 
those who do not golf too early, try to leave their offices at 
about 5 or 5:15. But Strong immediately on his way down, 
as if the guiding hand of the stock exchange was waiting 
for him, moved to Montgomery and Market Streets and 
entered the Wells, Fargo Building. There in the great suite 
of offices was the lone man, Florence McAuliffe, waiting to 
receive him. Strong stayed with him for an hour or more, 
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and when he left him the firm of Heller, Ehrmann, White & 
McAuliffe, the attorneys for the stock exchange, was selected. 
A telephone message then went on to Lloyd Ackerman, “ We 
do not need you Lloyd; we have already taken the attorney 
for the stock exchange.” 

That is the picture we will show you of what took place 
in San Francisco in March of 1930. Then what took place? 

Strong got very busy—I say Strong in the interest of 
time—in the morning about 9:30 and immediately came 
to Judge Louderback’s chamber full of excuses and full of 
apologies for not having.been there the night before. The 
conversation then drifted to what he had done. The judge 
told him that he had waited for him, that there was a mat- 
ter he wished to talk to him about, and that was the matter 
of an attorney. Then he said to the judge that he had 
employed the firm of Heller, Ehrmann, White & McAuliffe 
as his attorneys—the attorneys for the stock exchange. 
The judge said to him in substance “ That is the very thing 
that I feared would take place.” Then the judge told him 
to think it over. We have some very eminent firms of law- 
yers in that city, the present speaker and his associate not 
included. We have the firm of Sullivan, Sullivan, and Theo- 
dore Roche, at that time, but now one of your own Members 
in it, Senator JoHNson. We have Pillsbury, Madison & 
Sutro. We have Cushing & Cushing, very eminent lawyers. 
They were there practicing law. The judge named several 
firms and went down the line to name a number of firms 
from among whom he might select one as his counsel. But 
Strong said. Heller, Ehrmann, White & McAuliffe” first, 
last, and all the time. That is not his exact language, but 
in substance and effect “I stand by them.” The judge told 
him that he would not take the firm, that he wanted to 
get away from the stock exchange in the receivership, that 
it was too close in the family. He gave his reason, not any 
personal reason against the members of the firm, but that 
the association was too close and that he wanted the estate 
handled in an open, free way, as we will show you. 

Strong refused to recede from his position. It was no one 
except that firm. He was defiant to the judge in his re- 
quest. The judge asked him at the time if he had signed 
any request for the appointment. He said, “ Not yet”; but 
he did cause a signed petition to be presented to the judge 
requesting the appointment of the firm of Heller, Ehrmann, 
White & McAuliffe, attorneys for the stock exchange. Mr. 
ee White may be a witness here and will probably so 

stify. 

Immediately Judge Louderback called into consultation 
the attorneys for the parties. He told them in substance 
that it was probably incumbent upon him to remove Addi- 
son G. Strong as receiver unless Strong resigned; that he 
had lost confidence in Strong by reason of his conduct. 
Would you if you were a judge? Judge Louderback stated 
that he had seriously contemplated the removal of Strong 
and the appointment of H. B. Hunter as receiver. He re- 
quested then and there of those attorneys that they go out 
and find the qualifications of H. B. Hunter and report to 
him their findings upon that subject matter. “Is he a fit 
and proper man?” he asked them. “Go and look him up, 
because the conduct of this man Strong is such that I feel 
that I cannot go along with him because of the defiant 
attitude he is assuming toward the court.” 

He finally determined there was no other course for a 
courageous, just, and decent man to take but to remove 
Strong; and he did remove Strong. 

It will also be shown that Judge Louderback said to the 
attorneys at this time—mark this—that it would be en- 
tirely agreeable to him to dismiss the proceedings, thereby 
getting rid of the entire matter. We will also show that 
before he appointed Hunter he caused his secretary to tele- 
phone the attorneys for the parties asking what their inves- 
tigation disclosed, and the word came back that the same 
was favorable and that Hunter was a competent man. 

The evidence will show that on the 13th of March, 
1930, Judge Louderback vacated and set aside his order 
appointing Strong as receiver and that the same was filed; 
that there was no arbitrariness involved, but that there 
was no other course left for a decent, courageous man to 
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pursue because Strong was so defiant in his attitude as an 
officer of the court, and because, as we will show you, a 
receiver is an officer of the court, and the judge did the 
only thing, the human thing, the right thing, and that was 
to dismiss him and remove him. 

We will further show to you that there is a standing 
general rule of that court, known as rule 53, which in part 
reads as follows: 

Receivers shall ona counsel only after obtaining an order 
of the court theref 

We will show you that this rule at that time and prior 
thereto had been construed by the court and by the judges 
thereof to mean that counsel should be satisfactory and 
acceptable to, the judge of said court. 

Subdivision 1, article I, of the articles of impeachment 
alleges that respondent—I shall follow this as closely as 
the language will give me permission without reading it 
verbatim—willfully, tyrannically, and oppressively dis- 
charged Addison G. Strong as receiver. We will disprove 
this allegation. We will prove that Judge Louderback had 
the right at any time to remove his own officer as receiver in 
that case or any other receiver who was an officer of that 
court. 

It will be established by the testimony of witnesses that 
Judge Louderback, the respondent, did not force or coerce 
Strong to appoint John Douglas Short as attorney, but that 
he suggested to him different attorneys of eminence and 
standing in the community for Strong to select from among 
them, but that the course of conduct of Strong and his defi- 
ance of the court made it necessary for the respondent at 
that time to remove Strong. 

In subdivision 2 of article I it is charged that the respond- 
ent improperly used his office and his power as district judge 
in his own personal interest by causing the appointment of 
John D. Short as attorney for H. B. Hunter. It is stated 
that this was done at the instance and at the suggestion 
and at the demand of the gentleman whom the managers 
have so thoroughly played up here, Mr. W. S. Leake; that 
the judge was under personal obligations to W. S. Leake; 
that they had entered into an alleged conspiracy, the articles 
charge, wherein Leake was to provide Judge Louderback 
with a room at the Fairmont Hotel, and made arrangements 
for registering it in Leake’s name and paying all bills in 
cash under an agreement with Leake; that Leake was to be 
reimbursed in full or in part, in order that the respondent 
might continue to actually reside in San Francisco, after 
having improperly and unlawfully established a fictitious 
residence in Contra Costa County for the sole purpose of 
removing for trial to said Contra Costa County the cause 
of action which the respondent expected to be filed against 
him. This is quoting in almost exact language subdivision 2 
of article I. 

It is further charged in said subdivision that said Attorney 
Short did receive large and exorbitant fees for his services 
as attorney for the receiver in the Russell-Colvin matter, 
and that W. S. Leake did receive certain fees, gratuities, and 
loans directly or indirectly from said Short amounting to 
approximately $1,200. 

We will show you in this matter by evidence that the re- 
ceiver, H. B. Hunter, appointed by Judge Louderback after 
the removal of Addison G. Strong, was at the time of his 
appointment by respondent connected with the firm of 
William Cavalier & Co., a company doing a general stock 
brokerage and banking business in San Francisco and thor- 
oughly competent to act as receiver, and that H. B. Hunter 
was at that time and is now for all purposes one of the most 
competent receivers that possibly could be appointed in any 
jurisdiction of the United States. 

The evidence will show that Hunter, after his appointment 
and qualification as receiver, petitioned for the appointment 
of the firm of Keyes & Erskine and John Douglas Short as 
his attorneys. Keyes & Erskine had been for a great many 
years one of the principal firms of attorneys handling at 
that time and now some of the biggest cases for the Bank 
of Italy, now the Bank of America, in the State of Cali- 
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fornia; that a former member of that firm, Keyes, was for 
years president of the Humboldt Savings Bank and was the 
attorney for the Humboldt Savings Bank, with hundreds of 
millions of dollars of the people’s money, when it merged 
with the Bank of America; that this firm was one of the 
outstanding firms in San Francisco, and that Short was 
connected with this firm; that it was this firm and Short 
who were selected as attorneys for H. B. Hunter; that the 
same was done upon petition, and the judge approved the 
petition. 

We will show that Short, mentioned in subdivision 2, was 
not appointed at the suggestion of Leake; that Louderback, 
the judge, was not under any obligation to Leake; that Leake 
was his friend, but that is all. 

We will show you that the appointment of this attorney 
was approved by the court, and that the conduct of the 
receivership and the results obtained more than justified 
Judge Louderback’s good judgment in confirming the ap- 
pointment and selection of H. B. Hunter, and in confirming 
the appointment of his attorneys. 

It will be shown from the testimony that the receivership, , 
as I stated in the beginning, was an outstanding receivership. , 
It was handled economically, intelligently, effectively, and 
expeditiously. The results achieved for the benefit of both 
the creditors and the customers of that company were most 
gratifying. It will be shown from the evidence that Leake 
for more than 20 years resided at the Fairmont Hotel; that 
he resided there with his wife until she died in November 
of 1931; that Hathaway resided there at the Fairmont for a 
great number of years—I have forgotten the number; I 
think 12 years—and that his wife resided there; that he 
had been for many years, and at the present time is, the 
resident manager in the northern district of California of 
the Mutual Life Insurance Co. of the State of New York, a 
man of eminent standing, and a man of integrity. 

Hathaway and Leake had been intimate friends from their 
boyhood—from the early eighties. At one time they were 
both residents of the city of Sacramento in our State. 
one time Mr. Leake was the postmaster in that city, during 
one of the terms of the Cleveland administration. It will be 
shown that Leake is a man of prominence in the State; that 
at one time he was the editor of the San Francisco Call when 
it was run by what are known as the Spreckels interests. For 
more than 20 years last past he has been a metaphysical 
student. Call it what the managers will; I care not, be he a 
Christian Scientist, a New Thoughtist, or what. It will be 
shown that due to the continuous illness of Mrs. Leake during 
the period of 2 years prior to her death Mr. and Mrs. Leake 
became embarrassed, and that while Mrs. Leake was suffer- 
ing her last illness Leake borrowed from Hathaway the 
sum of $1,000. This is part of the alleged amount that is 
stated in article I, in which Short was supposed to have 
given some of his fee to Leake in the way that is alleged in 
the article. 

What is the fact about the matter, as we will show you? 
Leake borrowed from Hathaway $1,000. The loan was made 
possible because of the fact that Mr. and Mrs. Hathaway 
borrowed upon a life-insurance policy in Mr. Hathaway’s 
own company, and $1,000 was made payable to Mr. and Mrs. 
Hathaway. Being the beneficiary under the clause, they in- 
sisted upon her signing it, and she signed the note to the 
insurance company and the application, and the check was 
made out by the insurance company. We will produce the 
check in evidence here, showing you the borrowers on the 
insurance policy, and give you the number thereof. We will 
show that the check was made payable to both of them; 
that they cashed this check for $1,000, and gave the cash 
to Sam Leake, or W. S. Leake, familiarly called “Sam” by 
those who know him. 

We will show you that Sam Leake paid interest upon this 
$1,000 loan for 1 year up to April of 1932; that Mr. Hatha- 
way and his wife made this loan to Leake because they were 
friendly, and because there was a great affection between 
the families one for the other, and they knew Leake’s finan- 
cial embarrassment. His wife had been dying for a period 
of 2 years. 
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It will be shown from the evidence introduced that son-in- 
law Short—that is, John Douglas Short—never knew a 
thing about the borrowing of the money by Leake from 
Hathaway, his father-in-law; and that the respondent, 
Judge Louderback, never heard of the situation until the 
proceedings were brought and the special investigation had 
in San Francisco. Then, for the first time, and the first 
time only, did Judge Louderback, the respondent, ever know 
that Leake had borrowed any money from any one, let alone 
Hathaway, because their intimacy was not of such a kind 
that they discussed the borrowing of money one from the 
other, or with others. 

The testimony of Mr. Hathaway which was taken while 
the managers were in San Francisco in September last has 
been stipulated now to be read because of his illness. He 
had a partial stroke and was confined to his bed, and Mr. 
Manager Perkins and the others saw him when they were 
there. That testimony will be read in accordance with the 
stipulation. A statement of what Mrs. Hathaway would 
testify to has been added to the stipulation, coupled with 
the application and the note, and so forth, that transpired 
between these two people. Mrs. Hathaway, attending to her 
ill husband, refused to come here unless forced by the Sen- 
ate to desert him in his illness, and the managers have 
agreed to take, in lieu thereof, her statement as sworn testi- 
mony, as if it were given under oath in this particular case. 

There was no thought of loaning Mr. Leake any money out 
of the fees that were allowed John Douglas Short in the 
Russell-Colvin receivership. We will show you that no one 
knew of the loan from Hathaway to Leake except Leake, 
Hathaway, and Mrs. Hathaway. It will be shown further 
from the testimony that when Mr. Leake needed more money 
at a subsequent time, Hathaway gave Leake $250. I do not 
know whether he considered it a loan or not, but my memory 
of the testimony that will be read to you is that he con- 
sidered that he could not go away upon a trip feeling that 
his old friend Sam was there in need, or probably in dis- 
tress, and that he let him have $250. That is the type and 
kind of a man that Hathaway is—the resident manager of 
the Mutual Life Insurance Co. of New York, whose testi- 
mony will be read to the Senate in this particular case. 

We will show you that the fees of Short and Keyes & 
Erskine as attorneys in the Russell-Colvin case had not any- 
thing to do, of any kind or character, with a loan made by 
Hathaway to Leake; and we will thoroughly disprove the 
allegation that the $500 alleged in article I, either directly 
or indirectly, or at all, came from Douglas Short’s portion of 
the fee, or any part of it. 

I want the Senate now to bear with me upon a propo- 
sition that will come to its attention with reference to this 
alleged exorbitant fee, as stated by the managers. In that 
connection I will say that we are going to show you that 
John Douglas Short and the firm of Keyes & Erskine did 
not receive any large or exorbitant fee for their services in 
the Russell-Colvin case as attorneys for the receiver. How 
are we going to do that? I will tell you how. 

We are going to show the Senate, upon the question of fee, 
that parts of 3 days were spent in that proceeding; that the 
hearing was upon application for the allowance of compen- 
sation to the 3 attorneys, the 2 Erskine brothers, and John 
Douglas Short for services rendered to the receiver; that a 
hearing was had, noticed in open court, upon that proposi- 
tion. I will show you that a hearing took place upon March 
14, 1916, and a day that some will remember, the 17th 
day of March 1931, in San Francisco, upon the question of 
fee; that there were present in court a great number of the 
creditors; that all of the attorneys representing the different 
‘parties were there; that there was a contest as to the amount 
of the fee. They had asked for the sum of $65,000. A hear- 
ing was had, and witnesses were examined, and upon that 
full hearing the court awarded the fees; but before I come 
to what he awarded I am going to tell you the proof upon 
which he awarded the fees. 

Upon the hearing there was introduced the testimony of 
three outstanding attorneys at the bar of San Francisco, 

i John L. McNab, Albert Rosenshine, and Henry A. Jacobs. 
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These three attorneys testified that, in their opinion, the 
services rendered by the attorneys in the Russell-Colvin case 
were worth somewhere between $55,000 and $75,000. 

One of the attorneys, John L. McNab, stated that, in his 
opinion, $75,000 was a fair fee for the services rendered. 
McNab is a man of standing in ourcommunity. He is a well- 
known attorney in both State and Federal practice. At one 
time he was United States district attorney for the Northern 
District of California—the same position as that to which 
you confirmed, the other day, H. H. McPike. He is quite an 
eminent man in national affairs. He nominated one of the 
Presidents of these United States. His honor and his in- 
tegrity have never been questioned. He testified, after cross- 
examination by eminent counsel, that the reasonable value 
of those services was the sum of $75,000. Fi 

Albert Rosenshine, who testified as to the value of the 
services, is an attorney of integrity and distinction in Cali- 
fornia. He has handled large affairs for very wealthy 
clients, and he is well known in our State. For many terms 
he was a member of the Legislature of the State of Cali- 
fornia. He has been the attorney for the banking super- 
intendent of that State. At the present time he is handling 
a similar affair for another stock-brokerage concern known 
as the Gorman-Keyser receivership. Rosenshine was emi- 
nently qualified to give his opinion as to the value of the 
services rendered by Keyes & Erskine and John Douglas 
Short, and we will show you that he testified that in his 
opinion their services were worth $65,000. 

Mr. Henry A. Jacobs is a prominent member of our bar, 
a lawyer of eminence, standing, and integrity. He is a 
member of the firm of Jacobs, Blanckenberg & May, who 
engage particularly in what is known as the commercial-law 
business, and is thoroughly familiar with the type of serv- 
ices rendered in the Russell-Colvin estate; and he, Jacobs, 
fixed the sum at $55,000. 

The receiver and the attorneys for the receiver gave to 
the court a set-up of their services, and testified as to the 
value of their services, and requested the court to fix a 
reasonable fee for them for the services rendered. 

I want the Senate to mark this well. On March 17, after 
one adjournment of the matter, a consultation was had be- 
tween the attorneys with reference to the fee. Those who 
had filed objections to the amount requested, and one of 
the attorneys who was carrying on the examination of the 
witnesses in reference to the value of their services, made a 
statement in open court. I am going to read to you as to 
what we are going to show about the extravagant fees which 
were alleged to have been given in this particular receiver- 
ship. This is the statement of the counsel leading the 
objectors: 

We are ready to proceed, if it please the court. the 
morning and noon, counsel on the other side and myself have 
been in conference for the purpose of arriving, if we possibly 
may, at a settlement of this application. We have come to the 
conclusion that if the court would ratify the settlement of the 
various other creditors heard in court, and if the creditors will 
be satisfied, that the court allow Mr. Hunter the sum of $20,000 
for services rendered in addition to what he had received (mean- 
ing $1,000 a month he had received up to that time), and to 
Messrs. Keyes & Erskine and Short the sum of $46,250. All of this 
will be without prejudice to the rights of the receiver and the 
attorneys to apply in the future in the ordinary course of business 
and under normal conditions for compensation for services to be 
rendered from this date on. We have also felt that the sum of 
$8,750 would be a reasonable and adequate compensation to be 
allowed for the attorneys for the plaintiff and the attorneys for 
the defendant, in such sum and such pro on as they may see 
fit to divide among themselves. I feel confident there are some 
very serious questions involved as to the right of the attorneys 
for the plaintiff and especially the attorneys for the defendant to 
come into court and ask for compensation. 


Mr. ASHURST. Mr. President, I desire to offer a resolu- 
tion at this point. 

The VICE PRESIDENT. Will counsel suspend for that 
purpose? 

Mr. ASHURST. I send forward a resolution, which I ask 
to have agreed to. It is necessary to have the resolution 
agreed to at this time. 
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The VICE PRESIDENT. The clerk will read the reso- 
lution. 
The legislative clerk read as follows: 


Ordered, That during the trial of the impeachment of Harold 
Louderback, United States district judge for the Northern Dis- 
trict of California, the Vice President, in the absence of the 
President pro tempore, shall have the right to name in open 
Senate, sitting for said trial, a Senator to perform the duties of 
the Chair. 

-The President pro tempore shall likewise have the right to name 
in open Senate, sitting for said trial, or, if absent, in writing, 
a Senator to perform the duties of the Chair; but such substitu- 
tion In the case of either the Vice President or the President 
pro tempore shall not extend beyond an adjournment or recess, 
except by unanimous consent, 


The VICE PRESIDENT. Is there objection? The Chair 
hears none, and the order will be entered. 

The Chair takes the privilege of appointing. the senior 
Senator from New Mexico [Mr. Bratton] to preside for the 
balance of the day. 

(Thereupon Mr. BRATTON took the chair.) 

The PRESIDING OFFICER. Counsel will proceed. 

Mr. HANLEY. The statement of counsel from which I 
was quoting proceeded as follows: 


However, I feel confident also and I am certain that they have 
rendered service for the benefit of this estate in this case, and 
with that point in view, I certainly am not going to contest their 
receiving a reasonable allowance. From that I conclude the ar- 
rangement is satisfactory to everybody, but I do feel that the 
sum of $8,750 is reasonable under all the facts of the case, and 
I also, without prejudice to their right to go into court in the 
future, if they see fit, and to ask for reasonable compensation 
for services which they will render in the future. 


That is the end of the statement of counsel asking the 
allowance. Then followed a discussion between the attor- 
neys, whereupon Judge Louderback said, and I quote the 
language used: 


This arrangement is within the scope of what I think proper, 
although I will be frank with you gentlemen and say that it is 
not what I would have made it if this matter were pressed—its 
present form—I am satisfied with it, if everyone else is, and 
apparently everyone else is satisfled—it being within the range of 
a proper fee. I think it is satisfactory to the court to accept 
that, and without proceeding further, then, with the hearing, in 
view of the fact that everybody is apparently satisfied, or has 
shown no objection to this matter, or no objection has been 
offered by anyone who has been participating in this hearing, 
I will allow the sums mentioned, $20,000 to Mr. Hunter in addi- 
tion to the money he has already received in monthly payment; 
I will allow $46,250 to the attorneys John Douglas Short and 
Erskine & Erskine, and I will allow the plaintiff's attorneys and 
the defendant’s attorneys the sum of $8,750, and I presume every- 
body present signifies his acceptance of that arrangement and 
all join in its approval. I see Mr. Thelen and I believe Mr. Brown 
is here. Are you satisfied with what has been done? 


Mr. Smith replied, “ Yes, sir.” 
The Court then said: 


And I presume these arrangements are satisfactory to both of 
you gentlemen. 


Mr. Smith said, Yes, sir.” 

Judge Louderback then said, in substance: 

I think you gentlemen ought to feel yourselves thanked in this 
proceeding for handling this matter in the way that you have. 


You certainly have undertaken a great deal of work in verifying 
all of these various petitions. 


I interrupt to say that over 300 petitions were filed, some 
very lengthy, requiring a great deal of care, labor, and in- 
telligence in their preparation. All of those were, by order 
of court, always O.K’d by Thelen & Marrin and by Brown 
and DeLancey Smith, and when the judge was speaking of 
the various petitions, he referred to the O.K. that had been 
placed upon them by the attorneys representing the parties. 
I continue quoting in substance from what the judge said 
on that occasion: 

You certainly have undertaken a great deal of work in verify- 
ing all of these various petitions, and satisfying yourselves that 
the interests of yourselves and your clients are being protected. 
I was given your names on the various petitions as they have 
gone through, and I thought it was very splendid, and such a 
close check was made by all the parties to see what was done was 
done properly, and I approve of it, and I presume you did, or 
you would not have allowed it to be done as it was, 


LxXvil——216 
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That is the extravagant fee we are alleged to have given 
to these attorneys. This is the proof we will offer to show 
that it was a stipulated fee, after a 3-day hearing in 
open court; yet you are asked to find Judge Louderback 
guilty because he allowed extravagant and exorbitant fees 
to the attorneys who stipulated to the genuineness and to 
the faithfulness of the services rendered. 

It will be seen from what I have just stated as to what, 
took place in open court on the 17th of March that the 
fee allowed for the receiver and the fee for the attorneys 
were stipulated to by all of the parties, and by the creditors, 
in open court, after the testimony of expert witnesses who 
were called to aid the court in fixing the fee for the receiver 
and the fee for the attorney for the receiver. They were 
and are reasonable fees, fixed by the respondent, as we will 
show you in this case. 

The attorneys for the receiver gave more than a year of 
their entire time to the receivership. Their intelligence and 
knowledge effected great saving to the estate. Litigation. 
was avoided. There were 659 claims against this estate, 
every one of them a potential lawsuit. Instead of it being 
necessary to refer the six hundred-odd claims to a master 
to settle them, the attorney and the receiver, really acting as 
masters themselves, were ‘successful in settling all but 21 of 
these particular claims. 

It is alleged in the concluding subdivision of article I of 
the articles of impeachment as follows: 

That Judge Louderback entered into a conspiracy to violate the 
provisions of the Political Code of the State of California to estab- 
lish a residence in Contra Costa County, when Judge Louderback 
in fact did not reside in the county, and could not have estab- 
lished a residence without concealment of his actual residence in 
the county of San Francisco, covered and concealed by means of 


his said conspiracy with said W. S. Leake, all in violation of the 
law of the State of California. 


Then the article goes on and, in substance, charges this: 


That to give color to his fictitious residence in Contra Costa 
County, all for the purpose of preparing and falsely creating proof 
necessary to establish himself as a resident of Contra Costa County 
in anticipation of an action he expected to be brought against 
him, for the sole purpose of meeting the requirements of the Code 
of Civil Procedure of the State of California, providing that all 
causes of action must be tried in the county in which the defend- 
ant resides at the commencement of the action, and did in ac- 
cordance with the conspiracy entered into with W. S. Leake, un- 
lawfully register as a voter in said Contra Costa County, when in 
law and fact he did not reside in said county, and could not so 
register, and the said acts of said Harold Louderback— 


Mark this— 


and the said acts of said Harold Louderback constituted a felony 
as defined by section 42 of the Penal Code of California. 


Senators, judges, and jurors, we are going to show you that 
Leake had been a friend of Judge Louderback; that Leake 
was a resident of the Fairmont Hotel, and that the re- 
spondent here, due to unhappy differences which existed 
between himself and his wife, on the 21st day of September 
1929 separated from his wife; that he obtained a room in the 
Fairmont Hotel, and that said room was registered in the 
name of Leake. Arrangements were made with respondent 
that he was to pay monthly to the hotel through W. S. 
Leake the amount of the hotel charges for the room, and 
also any expenses incident to the judge’s staying there, such 
as tailor’s bills, barber’s bills, meals, and so forth. 

In September 1929 Mr. Leake’s wife was very ill, and 
occasionally Mr. Leake, in order to obtain rest, had to take 
other rooms, because of two trained nurses who were with 
Mrs. Leake during that period. He had to get other rooms 
in the hotel in which to sleep. One of the rooms that was 
formerly occupied by Mr. Leake was a room Judge Louder- 
back took over as his temporary abode. Judge Louderback 
consulted with his friend Leake, and he told Mr. Leake that 
he did not know whether the separation was going to be a 
temporary one or a permanent one. We will show you that 
the judge, being a Federal judge, was careful about having 
it notorious in San Francisco that he and his wife had sepa- 
rated; he wanted to keep that matter out of the daily press, 
although he did not succeed, because it got in the daily 
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press as early as February 1930, AnA E APN, SRE OTE 
idea that has been stated here. 

When Leake heard these statements from the 88 
he made arrangements with the hotel management for 
Judge Louderback to stay at the hotel. We will show that 
every bill contracted at the hotel by respondent was paid by 
the respondent to Leake. This was either by check or cash. 
In turn, Leake paid the Fairmont Hotel. The room number 
was 26, and the Senate will hear of it many times. The 
canceled checks made to Leake for this room, which we 
have, we will present to the Senate and allow the Senate to 
see those checks. 

The respondent openly was about the hotel. He had his 
meals there, he signed the tags that were charged to the 
room, and he did everything open and aboveboard. There 
was no concealment of the fact that he was at the hotel, 
though he was not registered at the hotel. 

It will be shown that in September 1929 Judge Louderback, 
the respondent, had no intention of any kind or character of 
making his residence in Contra Costa County. It was not 
until April 1930 that he concluded to make his residence in 
Contra Costa County. Respondent will show that in the 
month of April 1930, and that for some years prior thereto, 
his brother, George D. Louderback—he is the professor to 
whom I referred in the beginning—and his wife resided at 
107 Ardmore Road in the Kensington district of Contra 
Costa County, which is a little division there about 100 yards 
in the Berkeley Hills, the county of Alameda stopping at that 
point and Contra Costa County being the adjoining county. 
Judge Louderback’s brother resided at that place. We will 
show you that it is about 40 minutes’ ride from San Fran- 
cisco. People commute all the time down the peninsula and 
across the bay, and it is within commuting distance from 
the business section of San Francisco. 

We will show that in the month of April 1930, with the 
consent of his brother, Prof. George D. Louderback, and his 
wife, the respondent determined to make his home with his 
brother, and he carried out his intention so to do, and that 
on the 17th of April 1930 he removed nearly all his personal 
effects, his trunk, and his clothing, and so forth, to a room 
in the home of his brother, and the room was given to him 
by his brother to be used by him and for his benefit. Judge 
Louderback left in his room at the Fairmont Hotel only such 
articles of clothing as he might need while stopping tempo- 
rarily at the hotel. . 

Judge Louderback in evidencing his intention to reside 
at his brother’s home and become a resident of Contra 
Costa County did on or about the 17th of April 1930 cancel 
his voting registration in the city and county of San Fran- 
cisco; and on the 18th of April 1930—the 18th of April is 
quite an official day with us out there and we can remem- 
ber it—on April 18, 1930, he registered in the little town 
of Martinez as a voter in the county of Contra Costa and 
has voted there ever since. He was actually living and 
residing there, and this was his home; it was his place of 
residence. 

Respondent will show that in moving to Contra Costa 
County and registering as a voter therein he acted then 
with the bona fide intention of abandoning San Francisco 
as his place of residence and making his home and his resi- 
dence at the home of his brother in Contra Costa County; 
that the residence of his brother was the only residence 
Judge Louderback has had from about the middle of April 
1930 up to and including the present time; that it was and 
is his bona fide residence; that he has no other residence. 

Respondent will show that when he was a young man he 
was a student at the Nevada University and that he lived 
with his brother, who was then a professor at that institu- 
tion prior to the time when he was appointed to the insti- 
tution in California. We will show this from the testimony 

af his brother, George Louderback, the professor to whom I 

have adverted. We will show you that George D. Louder- 

back is a man of standing and dean of the College of Letters 
and Science at the University of the State of California. 

It will be shown that the civil code of procedure, or the 
code of civil procedure, as we call it, does not provide that 
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all cases must be tried in the county where the defendant 
Tesides at the time of the commencement of the action. It 
is only a matter that the defendant can take advantage of if 
he will. It can be tried in any county. 

Respondent states that when the testimony shall be ad- 
duced, covering all the charges set forth in article I of 
the impeachment articles, it will be shown there never was 
any act of Judge Louderback, as stated in article I, that 
amounts to misbehavior, misconduct, crime, high or low, 
felony, or misdemeanor, or any other of the matters that 
are contemplated as high crimes or misdemeanors under 
the Constitution of the United States of America. 

I now turn to another matter. In the interest of having 
the Senate know that we are not in any way stopping 
this investigation, that we are now at the beginning, stating 
it fully, we tell you what we are going to prove in each 
article as they present themselves categorically and sequen- 
tially, I, II, III, IV, and V. I now come to what is known 
as the Lumbermen's Reciprocal Association case”, which 
is covered by the second article of impeachment. It is 
charged in the first part of article II that the respondent 
was guilty of a course of improper and unlawful conduct 
as a judge, filled with partiality and favoritism in improperly 
granting excessive, exorbitant, and unreasonable allow- 
ances and disbursements to one Marshall B. Woodworth 
and to one Samuel M. Shortridge, Jr., as receiver and at- 
torney, respectively, in the case. I might state here that 
the learned managers have misstated the situation. It is 
stated that Marshall B. Woodworth was the receiver. He 
was only the attorney. In the article as drawn Marshall B. 
Woodworth is named three times as the receiver instead of 
the attorney. 

It is charged in the second paragraph of said article II 
that respondent improperly acquired jurisdiction of the case 
contrary to the law of the United States and the rules of 
the court; that on the 29th day of July 1930 he appointed 
Woodworth and Shortridge receiver and attorney in said 
case; that after appeal had been taken from the order and 
other acts of respondent to the United States Circuit Court 
of Appeals, Ninth Circuit, the said court set aside the order 
and acts of respondent, which were reversed by that court, 
that after the mandate of the court directing respondent to 
turn over the assets of the associations in his possession to 
the insurance commissioner of California it is alleged that 
the respondent unlawfully and improperly and oppressively 
did sign an order directing the receiver to turn over said 
assets to the insurance commissioner but improperly and 
unlawfully made said order conditional that the insurance 
commissioner or any party in interest would not take an 
appeal from the allowance of fees and disbursements 
granted by respondent to said Woodworth and Shortridge, 
thereby improperly using his office as a judge to favor and 
enrich his personal and political friends and associates, to 
the detriment and to the loss of the said insurance commis- 
sioner and parties in interest in said action, causing un- 
necessary delay, and, it is alleged, forcing the State in- 
surance commissioner to unnecessary delay and expense in 
protecting the rights of all the parties against such arbi- 
trary, improper, and unlawful order of the respondent. 

Then the article goes on to allege that the respondent did 
improperly and unlawfully seek to coerce the insurance com- 
missioner and the parties in interest to accept and acquiesce 
in the excessive fees and exorbitant and unreasonable dis- 
bursements which were granted by the respondent to the 
said Woodworth and the said Shortridge, receiver and attor- 
ney, respectively. 

It is further alleged that respondent did unlawfully and 
improperly force and coerce the parties to enter into a stipu- 
lation modifying said improper and unlawful order. 

It is further alleged that the respondent did make it 
necessary for the insurance commissioner to take another 
appeal from said arbitrary, improper, and unlawful action of 
the respondent. 

It is further alleged in article II that the respondent did 
not give fair and impartial and judicial consideration to the 
objections of the insurance commissioner against the allow- 
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ance of excessive fees and unreasonable disbursements. 
Then, it is alleged, that it was all done to enrich his friends 
and at the expense of litigants, and then that the respondent 
did cause said insurance commissioner and the parties in 
interest additional delay and expense and labor and taking 
an appeal to the United States Circuit Court of Appeals in 
order to protect their rights. It is then alleged that, by rea- 
son of his alleged misconduct, respondent was guilty of a 
misdemeanor in office. That is the charge part of the 
second article of impeachment. 

We will show you in that connection the following: That 
on the 29th day of July 1930 a verified bill of complaint 
was filed in the office of the clerk of the court for the 
northern district, the southern division, by Helen Lay, who 
was plaintiff, against the Lumbermen’s Reciprocal Associa- 
tion, defendant; that the complaint was signed by Reisner 
& Deming, attorneys for the plaintiff; that an application 
was made for the appointment of a receiver for the Lum- 
bermen’s Reciprocal- Association. The testimony will show 
that Bronson, Bronson & Slaven were the attorneys for the 
defendant; that the attorneys representing both parties re- 
quested in writing the appointment of a receiver; that both 
parties signed a written application requesting the appoint- 
ment of Samuel M. Shortridge, Jr., as receiver; that there- 
after Samuel M. Shortridge, Jr., qualified as receiver and 
thereafter he petitioned the court for the appointment of 
Marshall B. Woodworth as his attorney, and the petition 
was granted; and that they entered upon the discharge of 
their duties. 

The receivership in this matter was for an insurance 
company that was incorporated under the laws of the State 
of Texas, from which comes our learned friend who made 
the opening statement on behalf of the managers. It had 
an office in the city and county of San Francisco, State of 
California. The plaintiff had a judgment against this in- 
surance company and was fearful that all its funds in Cali- 
fornia would be removed and impounded in the State of 
Texas, thereby lessening the chances of the plaintiff to col- 
lect her judgment. Suit was brought to hold the funds in 
the jurisdiction of California for the benefit of the corpora- 
tion and the creditors in California, 

We will show that, due to the state of the law in Cali- 
fornia, the insurance commissioner of California was unable 
to take action in this State, that is in California, until a 
receiver was appointed in the State of Texas. It will be 
shown that if the insurance commissioner of California 
was compelled to wait until the action was taken in the 
State of Texas it might be too late; and therefore the suit 
was brought in the Federal court of our district. 

It will be shown that Judge Louderback, the respondent, 
had no means of knowing that a petition would be filed in 
the matter; nor did he know nor was he informed, until 
after the filing of the suit, that the appointment of Samuel 
M. Shortridge, Jr., would be requested by both parties to act 
as receiver in the case; that on the 6th day of August 1930 
the defendant, in the action by its attorneys, the same ones, 
filed an answer and they admitted all allegations contained 
in the complaint; that in the said answer no attack was 
made upon the jurisdiction of the court presided over by 
the respondent to entertain the bill of complaint or to 
grant the relief prayed for. 

The evidence will show that Roy Bronson, one of the at- 
torneys for the Lumberman’s Reciprocal Association, advised 
with the Industrial Accident Committee of the State of 
California, and succeeded in having an award made in 
favor of Helen Lay, the plaintiff in this action. The award 
was for $5,000. This gave a jurisdictional amount for the 
plaintiff, Helen Lay, enabling her to bring the action she 
brought in the Federal court against the Lumberman’s 
Reciprocal Association. We will show you that the com- 
plaint in the equity proceeding in which Reisner & Deming 
appeared for the plaintiff, was prepared from data fur- 
nished by Bronson, Bronson & Slaven, and that Mr. J. T. 
Reisner accompanied Mr. T. J. Slaven and conferred with 
respondent at the time the receiver was appointed, 
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It will be developed from the evidence that the award of 
$5,000 to the plaintiff Helen Lay by the Industrial Acci- 
dent Commission was set aside after the filing of the equity 
suit by the plaintiff, Helen Lay. Frank L, Guerena, the at- 
torney for the insurance commissioner of California, ap- 
peared for the employer of the deceased husband of Helen 
Lay, the plaintiff in the equity suit, and asked for a rehear- 
ing of the award made by the Industrial Accident Commis- 
sion, and ex parte had the first award set aside. This was 
for the purpose of aiding the insurance commissioner of 
California to gain jurisdiction of this case after the Federal 
court had already appointed a receiver, at the request and 
with the consent of the plaintiff and defendant, and after 
the defendant had fully answered and admitted the allega- 
tions of the bill of complaint filed by the plaintiff, Helen 
Lay. This will be shown from the records and files in the 
action of Helen Lay v. Lumberman’s Reciprocal Association. 

It will be shown that an order to show cause to set aside 
the appointment of Samuel M. Shortridge, Jr., as receiver 
in said matter was issued at the request of the insurance 
commissioner of California and that a hearing was had 
thereon. Respondent denied said order to show cause. The 
respondent at no time, until the decision was rendered by 
the United States Circuit Court of Appeals, entertained any 
doubt of the jurisdiction of his court to proceed and pass 
upon the various matters that arose in said action. Re- 
spondent’s conduct in this regard was not filled with par- 
tiality and favoritism, or favoritism in any way, as alleged 
in article II of the impeachment articles. 

It will be shown that on the ist of December 1930 there 
was filed in the office of the clerk of the court an order fixing 
and allowing compensation to the receiver and his counsel, 
in the sum of $3,000 each for services rendered, covering a 
period from the 29th day of July 1930 to the 30th day of 
November 1930. The allowance was made by respondent 
upon a detailed statement of the services rendered by the 
receiver and his attorney and upon written stipulation of 
Reisner & Deming, the attorneys for plaintiff, and Bronson, 
Bronson & Slaven, the attorneys for the defendant. We will 
introduce said stipulation in evidence. In substance it pro- 
vides as follows: 

The compensation for the services of the receiver for the above 
period of time from July 29, 1930, to and including November 30, 
1930, in the sum of $3,000 is a proper and reasonable sum for the 
services rendered, and that the compensation for the legal services 
of the attorney for the receiver for the above period of time in 
the sum of $3,000 is a proper and reasonable sum for the legal 
services rendered by such attorney. 

We will show that thereafter, about the 23d day of April 
1931, respondent made a further order allowing said receiver 
and his attorney an additional sum of $3,000 each as com- 
pensation for services rendered by them, covering a period 
from December 1, 1930, to and including the 31st day of 
March 1931. This order was likewise based upon the written 
stipulation of the attorneys for the plaintiff and defendant 
that the same was a reasonable amount to be charged. We 
will introduce this stipulation in evidence, showing that the 
court in both instances acted not alone in the exercise of his 
own judgment but also upon the judgment and consent of 
the parties to the action. It will appear that no objection 
was made by anyone to the allowance of the fees to the 
receiver and his attorney until the hearing of the fourth 
and final account of the receiver, which was settled on the 
15th day of December 1931. 

Respondent never, at any time or at all, intended to, or 
did, in his opinion, grant excessive, exorbitant, and unrea- 
sonable allowances as disbursements to the attorney for the 
receiver or to the receiver in said matter. It is true that 
after the fourth and final account of receiver was settled, 
another appeal was taken to the circuit court of appeals for 
the ninth district from the order settling the fourth and 
final account and approving the fees heretofore allowed, as 
well as the disbursements of the receiver and his attorney. 
We shall show that the order of December 15, 1931, was 
made under the conditions set forth in our answer, and not 
otherwise, 
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We will show that it is not true that respondent improp- 
erly used his office as a district judge to favor and enrich 
his personal and political friends and associates to the 
detriment and loss of litigants in respondent’s court; and, 
further, it is not true that he was forcing the insurance 
commissioners of California and the parties in interest to 
unnecessary delay, labor, and expense in the action. It is 
not true that all this was done in an arbitrary, improper, 
and in an unlawful manner. The evidence will show that 
when the order of December 15, 1931, was prepared by 
Marshall B. Woodworth, who presented the same to Frank 
L. Guerena, the attorney for the insurance commissioner 
for the State of California, the attorneys discussed said pro- 
posed order and also the meaning of the proviso therein. 
By the way, Marshall B. Woodworth was a candidate for 
district judge at one time, secretary to the late Judge Mor- 
row, who was for many years a Member of Congress, for 
many years a district judge, and many years on the court 
of appeals. Marshall Woodworth was a candidate for office 
against Judge Louderback at the time the judge was ap- 
pointed. He was attorney in this particular case, a man 
of standing in our community, former United States dis- 
trict attorney, stepping up the ladder rung by rung until 
he reached some eminence in his profession. 

As explained by Mr. Woodworth to Mr. Guerena, the 
purpose of the proviso was to obtain a bond to insure the 
receiver that no liability would be incurred by him in sur- 
rendering assets to the insurance commissioner. A discus- 
sion was had between the attorneys as to the amount of the 
bond. They could not agree upon the amount and, therefore, 
the proviso was left in the order and presented to the re- 
spondent for signature. When the order was presented to 
the respondent by Marshall B. Woodworth, respondent in- 
quired of said Woodworth what he understood to be the 
meaning of said proviso. Mr. Woodworth explained to the 
court the discussion and talk he had had with Attorney 
Guerena with relation thereto. Respondent then signed said 
order, knowing at the time that he had a right under the 
terms of the order to modify the same. 

Respondent within a few days after he signed the order 
sent for Marshall B. Woodworth, the attorney for the re- 
ceiver, and stated to him, in substance, that, on mature re- 
flection, he was satisfied that the proviso in the order of 
December 15 was erroneous, and that he desired to modify 
said order by striking out the proviso provision and that, 
inasmuch as an appeal had been taken, a question might 
arise as to whether or not he had a right to so modify the 
order, and therefore suggested to him that he prepare a 
stipulation to that effect and have it signed by all the parties; 
whereupon he would then make an order based on the stipu- 
lation striking out the proviso from said order. 

We will show that respondent did, on the presentation of 
said stipulation to him on the Iith day of January 1932, 
make an order modifying his order of December 15, set- 
tling the fourth and final account in accordance with the 
stipulation signed by the parties to the action. The modi- 
fication made contained a clause that the stipulation signed 
was made without prejudice to the rights of any party 
thereto with respect to an appeal therein pending. We 
will demonstrate that respondent in settling the fourth and 
final account of the receiver never had in mind to enrich 
or to favor any friend, political or otherwise, or was said 
order made to the detriment of any litigant or litigants, or 
was said order made with the intention of forcing, or caus- 
ing to force, the insurance commissioner of California, or 
any party of interest, unnecessary delay and expense in 
protecting the rights of all or any of the parties in said 
action. 

We will demonstrate further that respondent did not im- 
properly, unlawfully or at all seek to coerce the said insur- 
ance commissioner or any parties in interest in the action 
to accept or to acquiesce in any fees and disbursements 
granted by respondent to the said receiver and to his said 
attorney. 

Respondent will show that in making the respective orders 
set out in article II of the impeachment articles allowing 
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the compensation to the receiver and his attorney and al- 
lowance of expenses and disbursements, respondent acted 
honestly and conscientiously, believing at that time that the 
disbursements and that the fees allowed by him were reas- 
onable and proper fees. Respondent will show that his 
judgment in this respect was influenced to some extent by the 
advice given him by the attorneys for plaintiff and de- 
fendant, in their written stipulation certifying that the 
services rendered by the receiver and his attorney were 
reasonably worth the amount requested and finally allowed 
by respondent. 

Respondent will demonstrate that if there was any mis- 
take made by him in the granting of the fees or in the 
allowing of the disbursements, the same was not brought 
about because or as the result of friendship for the parties 
or prejudice against anyone. If a mistake was made, it 
was made in good faith and without any thought or pur- 
pose or desire on part of respondent to be partial, oppres- 
sive, excessive, or unreasonable. There are many other 
matters that respondent will show in this connection, but 
time will not permit going into detail. All of this will be 
brought out in the evidence by witnesses that will testify. 

The fact that the United States Circuit Court of Appeals 
reversed Judge Louderback in this case in no way reflects 
upon his ability or integrity as a judge. 

It cannot be held that a judge, using his best judgment 
and giving his decisions on questions of law and questions 
of discretion in good faith, although a higher court may 
disagree with him, is subject to impeachment for that rea- 
son. If a reversal by a higher court is ground for impeach- 
ment, then there would be no judges remaining on the 
Federal bench of the United States. All judges sitting in 
courts of first instance are at some time in their careers 
reversed by higher courts. The Supreme Court justices of 
the United States differ with each other and have numerous 
dissenting opinions rendered by their members. To an- 
nounce or to hold the doctrine that the mere fact of a 
reversal of a judge by a higher court is ground for impeach- 
ment would be monstrous. 

Respondent will show that article II, in the light of the 
evidence to be introduced, will fall of its own weight. 

Mr. LONG. Mr. President, I should like to ask the Pres- 
ident if he will propound to counsel a question. What does 
the counsel allege to have happened? As I understand, 
when these fees were allowed to the attorneys for the re- 
ceiver, provided they did not take an appeal, the House 
managers allege—— 

Mr. ASHURST. Mr. President, a point of order. All 
questions propounded by a Senator must be in writing. 

The PRESIDING OFFICER. The Chair sustains the 
point of order. 

Mr. LONG. That is too much trouble. 

Mr. HANLEY. I have finished article IT; but I should 
have been very anxious to answer, although it was not in 
writing, the question of the Senator from Louisiana. 

Article II is the so-called Fageol Motor Co. case.” 

It is alleged in article III that respondent was guilty of 
misbehavior in office, resulting in expense, disadvantage, 
annoyance, and hindrance to litigants in respondent’s court 
in the Fageol Motor Co. case, in that respondent knew that 
G. H. Gilbert, whom he appointed receiver, was incompetent, 
unqualified, and inexperienced to act as such receiver. It 
is further alleged in article I that respondent oppressively, 
and in disregard of the rights of litigants in his court, did 
appoint Gilbert, knowing that he was incompetent, unfit, 
and inexperienced for such duties. It is further alleged that 
he further refused to grant a hearing to plaintiff, defendant, 
creditors, and parties in interest at the time of the appoint- 
ment of said receiver. It is further alleged in article III 
that he did cause the litigants and parties in interest to be 
misinformed of his action in appointing G. H. Gilbert 
receiver, while he took necessary steps to qualify as such 
receiver. It further alleges that this deprived litigants and 
parties in interest of the opportunity of presenting the facts 
and circumstances and condition of the receivership, the 
nature of the business, and the type of person necessary to 
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operate the business in order to protect creditors, litigants, 
and all parties in interest. It further alleges that this 
deprived the parties of the opportunity of protesting the 
appointment of an incompetent receiver. It then states that 
by reason of these acts the respondent was guilty of a course 
of conduct constituting misbehavior as a judge, and that he 
was and is guilty of misdemeanor in office. 

Having told you what we expect to prove, if at the end 
of the trial my statement is shown to be true, you will find 
that this article, like the others to which I have referred, 
will fall of its own weight. But what are we going to show 
you in this regard in reference to the Fageol Motor Co. case? 

We answered in our formal answer very fully the allega- 
tions set out in article II with reference to the Fageol Motor 
Co. case. In support of our answer we will show you by 
the pleadings, exhibits, documents, letters, and witnesses 
that there are no grounds for the allegations set forth in 
article III. Respondent will show you that on the 17th of 
February 1932 an order was made by him as district judge, 
appointing G. H. Gilbert as receiver of the Fageol Motor Co. 
upon the complaint of the Waukesha Motor Co. There was 
an answer filed by the defendant through its attorneys, 
Bronson, Bronson & Slaven. Upon the filing of the com- 
plaint, the application for the appointment was made. In 
the answer filed, the defendants asked that the relief prayed 
for in the bill be granted. 

Respondent was holding court when the attorneys for the 
plaintiff and defendant went to the judge’s chambers and 
left an order appointing the receiver, with the name of the 
receiver left blank, and requested respondent’s secretary to 
call respondent’s attention to the name of a party they de- 
sired appointed receiver. At this time respondent does not 
recall the name of the party suggested. Respondent having 
no information with reference to the party the attorneys 
suggested to be appointed receiver, respondent appointed 
G. H. Gilbert receiver by filling in the blank space in the 
order, and signing the order. 

The order signed by respondent appointing Gilbert— 
now, mark this well, Senators—contained the following. I 
do not want to bore you, but listen to it: 

Decreed that the receiver be, and hereby is, directed within 30 
days from the date of this decree to cause to be mailed to each 
and every creditor of the defendant known to such receiver a 
copy of this order and a notice of a motion to make the receiver- 
ship herein permanent, such mailing to be in a securely sealed 
envelope, postage prepaid, and to be addressed to said creditor at 
the last post-office address known to said receiver, and such service 
by mail is hereby decreed to be due, timely, sufficient, and com- 
plete service of notice of this decree and this suit, and of such 


notice and all proceedings had or to be had herein, and upon all 
such creditors, for all purposes, 


That is the order appointing temporarily, for a period of 
30 days, Gilbert as the receiver. 

Now, what took place? 

Upon the signing of the order appointing G. H. Gilbert 
receiver he qualified as such, and thereafter filed petition 
for authority to employ counsel. Dinkelspiel & Dinkelspiel 
were appointed attorneys for the receiver. After said re- 
ceiver and his said attorneys had acted for a period of 30 
days, and after they had caused the notices to be mailed to 
the creditors, as provided for in the order appointing G. H. 
Gilbert, this one who forced the receivership upon the 
Fageol Motor Co., as stated by Mr. Manager Sumners, never 
came into court, never opposed the continuance of the 
receiver, and we will show you that upon a hearing had, no 
one appeared to protest the continuance and permanency 
of the receivership of G. H. Gilbert; and this is the one that 
you are told we forced upon them! 

Respondent will show that written admissions of service 
were given by the attorneys for the parties upon the papers 
now on file in said matter; that the matter came on in 
open court on the 17th day of March 1932 and was con- 
tinued until the 21st day of March 1932. No opposition to 
making the temporary order permanent was offered by any- 
one. No objection was made by anyone in any written filing 
in said court to the appointment of G. H. Gilbert as either 
temporary or permanent receiver. Respondent did not know 
and never had any reason to believe said G. H. Gilbert was 
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incompetent, unfit, and inexperienced for his duties as such 
receiver, and in fact he was not incompetent. Respondent 
will show, by witnesses to be produced, that the services 
rendered by G. H. Gilbert as receiver redounded to the bene- 
fit of the estate. Respondent will show that one of the 
largest creditors, namely, the Central National Bank of 
Oakland, through its vice president, stated that the work 
done by Mr. Gilbert as receiver, and Dinkelspiel & Dinkel- 
spiel, was in every way satisfactory, and that the creditcrs 
found no trouble in working with the attorneys and receiver 
for the benefit of the Fageol Motor Co.; that they gave their 
cocperation in every way for the benefit of the corporation. 
The vice president of said creditor stated—mark you this, 
Senators—that if the receiver were one of his own choice, 
and had been selected by him, he could not have had better 
cooperation for the estate than was given in the matter by 
the receiver, Mr. Gilbert, and his attorneys, Dinkelspiel & 
Dinkelspiel. 

I am coming to an end very shortly. 

We will introduce evidence that G. H. Gilbert competently 
and carefully handled the affairs of the Fageol Motor Co. 
while receiver. 

Respondent will show you that he never refused to grant 
a hearing to the plaintiff and defendant, or any creditor or 
creditors, or any party or parties in interest in the Fageol 
Motor Co. matter. Respondent will show that he was never 
requested to grant a hearing to plaintiff and defendant, or 
any creditor or creditors, or anyone interested in the pro- 
ceeding in regard to the appointment of G. H. Gilbert as 
such receiver. Respondent will further show that he did 
not suppress the fact that he had appointed G. H. Gilbert 
as receiver to enable said Gilbert to take the necessary steps 
to qualify as such receiver. Respondent will show you in 
this regard that he simply signed the order that was left 
with him, filled in the name of G. H. Gilbert as receiver, and 
advised his secretary to notify the interested parties that 
Mr. Gilbert had been appointed receiver. 

Respondent will demonstrate to the Senate that all of his 
conduct and actions in relation to the appointment of G. H. 
Gilbert as receiver in the Fageol Motor Co. case were open 
and aboveboard, and were done by respondent for the pur- 
pose and with the thought in mind of having a receiver 
appointed in the matter in whom he had confidence and 
trust. Respondent will show by witnesses that the conduct 
and actions of G. H. Gilbert in the Fageol Motor Co. case, 
the subject of article III of the articles of impeachment, 
redounded to the credit and benefit of said estate. When 
we show you these facts and circumstances the allegations 
set forth in article III must fall of their own weight. 

I now come, Senators, to another article—article IV. 
There are five articles, and this is article IV. 

Article IV of the articles of impeachment charges “ mis- 
behavior in office, filled with partiality and favoritism, in 
improperly, willfully, and unlawfully granting, upon insuffi- 
cient and improper papers, an application for the appoint- 
ment of a receiver in the Prudential Holding Co. case for the 
sole purpose of benefiting respondent’s personal friends and 
associates.” 

Article IV then sets forth the alleged manner in which 
these acts were committed. 

Respondent will show that on the 15th day of August 
1931, upon the application of the Character Finance Co., of 
Santa Monica, Calif., in the matter of Prudential Holding 
Co., a Nevada corporation, respondent made an order ap- 
pointing G. H. Gilbert receiver, and thereafter made an 
order appointing Dinkelspiel & Dinkelspiel attorneys for re- 
ceiver. The facts and circumstances surrounding the ap- 
pointment of Mr. Gilbert as receiver are as follows: 

On the 15th day of August 1931 a complaint was filed 
asking for a receiver. The attorneys for the plaintiff were 
Gold, Quittner & Kearsley. Mr. Brice Kearsley, Jr., a mem- 
ber of said firm of attorneys, appeared for the plaintiff; and 
Mr. J. H. Stephens, vice president and director of the de- 
fendant, was present and represented the defendant. Mr. 
Stephens joined in the request of the attorney for the 
plaintiff for the order appointing a receiver. 
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A great many allegations of fact were made in the com- 
plaint for the purpose of establishing diversity of citizen- 
ship, and ownership of property by the defendant within 
the jurisdiction of the court presided over by the respondent, 
as the grounds of jurisdiction of said court. 

On August 20, 1931, a motion to dismiss said action was 
filed, the defendant appearing specially for the making of 
said motion. The grounds upon which the said motion 
was based were that said bill of complaint was not properly 
verified, and that plaintiff was a resident of the Southern 
District of California and the defendant a resident of the 
State of Nevada. A hearing was had on said motion on the 
29th of August 1931. On that date plaintiff was granted 
permission to file a memorandum of authorities. The 
motion to dismiss was finally submitted on the 19th day of 
September 1931, and was granted by respondent on the 2d 
day of October 1931. 

Respondent will show that on the 5th day of September 
1931, a petition in bankruptcy was filed against the Pru- 
dential Holding Co.; that the the matter was assigned to 
Judge St. Sure’s department; that during the absence of 
Judge St. Sure respondent acted for him; that on the 30th 
day of September 1931, respondent, acting for Judge St. Sure, 
appointed G. H. Gilbert receiver in bankruptcy, and there- 
after approved the appointment of Dinkelspiel & Dinkelspiel 
and a number of other attorneys as attorneys for the receiver 
in bankruptcy. 

Respondent will show that he did not willfully, improperly, 
and/or unlawfully take the jurisdiction of the cause in 
bankruptcy, but the matter came to him in the regular 
course of business while he was acting for Judge St. Sure, 
during the temporary absence of Judge St. Sure. Instead of 
bringing Judge St. Sure before this court as a witness, 
respondent, by his attorneys has secured the consent of the 
managers to introduce in evidence a letter from Judge 
St. Sure which sets forth the reason why respondent acted 
for him during his absence. This letter also contains other 
matters that are relevant to the proceedings, and at the 
proper time it will be read to the Senate. This letter will 
conclusively prove that Judge Louderback, the respondent, 
is not guilty of “ willfully, improperly, or unlawfully sitting 
in a part of the court to which he was not assigned, at the 
time, took jurisdiction of the case in bankruptcy, and though 
knowing the facts in the case and the application before 
him, for the dismissal of the petition and discharge of the 
equity receiver“, as charged in article IV. 

Judge Louderback did grant a motion to dismiss the case 
that was pending before him on the 2d day of October 1931. 
Respondent will show that the authorities as to the jurisdic- 
tional matter are conflicting, but that the judge exercised 
his judgment and dismissed the action pending before him. 
During the trial, these matters will be brought to the atten- 
tion of the Senate. In this connection, respondent will show 
that the bankruptcy matter pending before Judge St. Sure 
was ultimately dismissed by Judge St. Sure; that this com- 
pany afterward went into bankruptcy; that at the time the 
petition was filed, the Prudential Holding Co. was hope- 
lessly insolvent; and that although it had a large capitaliza- 
tion, it had practically no assets, this million-and-a-half- 
dollar corporation spoken of by Mr. Sumners. Respondent 
will show that the application for the appointment of a re- 
ceiver, and the order appointing receiver was made in good 
faith upon the representations of the plaintiff and the de- 
fendant also. It is true that the first petition for the ap- 
pointment of a receiver in this matter was verified by Brice 
Kearsley, Jr., attorney for plaintiff. It further appears in 
the verification that the attorney was duly authorized by 
the plaintiff to verify the petition, and respondent main- 
tains that said verification was good in law. It is true that 
an amended petition was filed, and one of the officers of the 
plaintiff verified the same. Respondent will show that re- 
spondent did not in any manner or form attempt to benefit 
and enrich the receiver or his said attorneys, that he did 
give his fair, impartial consideration to the application of 
the Prudential Holding Co. for a dismissal of the complaint, 
and that he did dismiss said complaint. We will show that 
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none of the matters alleged in article IV reflecting upon 
respondent’s conduct are true. In the Prudential Holding 
case, no fees were allowed either for the receiver or the 
attorneys for the receiver. 

When we have shown you these facts and circumstances, 
you Senators, as jurors, will see that the allegations of mis- 
conduct and wrongdoing contained in article IV are not 
true and must fall of their own weight. 

I now come to the last article, and you will be pleased when 
I tell you that. This is known as article V“ as amended.” 

This article deals with three new matters: 

SONORA PHONOGRAPH CASE, GOLDEN STATE ASPARAGUS CASE, AND 

STEMPEL-COOLEY CASE 

Article V, as amended, was filed in the Senate on the 18th 
day of April 1933. The record will show that the managers 
agreed that the reference in paragraph 1 of the amended 
article is only to the matters set out in articles I, II, III, and 
IV, and that the balance of amended article V sets out new 
matter. The new matter involves the Sonora Phonograph 
Co., Golden State Asparagus Co., and the Stempel-Cooley 
cases, and also an order made by respondent when he was a 
judge of the Superior Court of the State of California. 

In our formal answer to amended article V, we answered 
with some detail the matters charged in amended article V, 
and we have also fully set forth affirmatively our position 
in regard thereto before the Senate. 

With reference to the new and additional matters set up 
in article V, as amended, we expect to prove as follows: 

RUSSELL-COLVIN CASE 


Respondent did not know and never had heard, prior to 
the inception of these proceedings, that on March 25, 1931, 
or at any other time, John Douglas Short had given to his 
father-in-law, W. L. Hathaway, the sum of $5,000 or any 
sum in any amount from the compensation he had received 
as one of the attorneys for the receiver in the Russell- 
Colvin case. Respondent did not know at any time prior 
to the inception of these proceedings that W. L. Hathaway 
had advanced a loan to W. S. Leake in the sum of $1,000, 
or any other sum, or any amount. Respondent will intro- 
duce evidence, as heretofore stated, that the thousand dol- 
lars given by Hathaway to Leake was a loan, and a promis- 
sory note was taken therefor, and that said money loaned 
to said Leake came from a loan that Hathaway had nego- 
tiated with the Mutual Life Insurance Co. of New York 
upon an insurance policy on his life, and that the check 
made payable to W. L. Hathaway and wife was cashed and 
turned over to W. S. Leake as and for a loan. Respondent 
will show that the payment of the $5,000 by John Douglas 
Short to his father-in-law, W. L. Hathaway, had no rela- 
tion whatever to any loan that Hathaway had made to 
Leake. We will prove that this $5,000 was paid by Mr. 
Short to his father-in-law in part of moneys advanced to 
Mr. Short by said Hathaway, and that the remainder of the 
$5,000 paid by Short to Hathaway was on account of the 
purchase price of certain real property heretofore conveyed 
by the said Hathaway to said Short and his wife, the 
daughter of W. L. Hathaway. We will show that the mat- 
ters pertaining to this loan from the Hathaways to Leake 
were unknown to anyone other than the parties thereto 
until they were disclosed by the special committee of the 
House of Representatives at the hearing held in San Fran- 
cisco between the 6th and 12th days of September 1932, and 
that said loan from Hathaway to Leake never did or could 
have the effect of bringing the court over which respondent 
presides into disrepute as alleged in article V, as amended. 

Respondent will show that his relations with W. S. Leake 
at no time placed him under any obligations to, made him 
dependent upon, or put him under the influence of the said 
W. S. Leake in any manner and to any degree or at all. 

Respondent has answered article III fully in his formal 
answer, and in his answer to amended article V particularly 
with respect to what is known as the Fageol Motor case. 
We have heretofore stated to you what we will prove in this 
matter with reference to the fact that G. H. Gilbert was 
not without qualifications to discharge the duties of receiver- 
ship. We will show you that the appointment of Mr. Gil- 
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bert as receiver and of Dinkelspiel & Dinkelspiel as his 
attorneys was not made in “ tyrannical and oppressive dis- 
regard of the rights and interests of the parties in interest” 
as alleged in amended article V. We will show that there 
is no justification for the language used or the insinuations 
contained in amended article V, wherein reference is made 
to the Fageol Motor Co. case. 

Respondent will introduce evidence in regard to this mat- 
ter that will clearly establish that his conduct in relation 
to this case was unimpeachable, and that no criticism can 
justly. be made, or could have been made, in relation to the 
appointment of G. H. Gilbert as receiver and Dinkelspiel & 
Dinkelspiel as his attorneys. 

SONORA PHONOGRAPH CASE 

This case is treated for the first time in amended article V. 
The Sonora Phonograph case originated in New York, and 
the proceedings before Judge Louderback involved an ancil- 
lary receivership. Judge Louderback appointed G. H. Gil- 
bert as a receiver in bankruptcy. A petition was filed on 
December 19, 1929, and on December 20, 1929, Judge Louder- 
back appointed G. H. Gilbert and the Irving Trust Co. as 
coancillary receivers. It will be shown that subsequently 
the Irving Trust Co. on motion was released as coreceiver. 
The firm of Dinkelspiel & Dinkelspiel was appointed attor- 
neys for the receiver after a petition filed. The fees for the 
Receiver Gilbert were statutory and were allowed in the 
bankruptcy proceedings. 

Our formal answer to the allegations referring to the 
Sonora Phonograph Co. case denies specifically the alleged 
wrongdoing in this case as expressed in amended article V. 
We will show to the Senate, in line with the allegations of 
our answer, that that which is set forth in said amended 
article V about G. H. Gilbert being a personal and political 
friend of Harold Louderback is not true. 

The evidence will show that respondent had been ac- 
quainted with Mr. Gilbert for a number of years and had 
confidence and trust in his integrity and ability. We will 
show that G. H. Gilbert had qualifications to discharge the 
duties of receivership, and that he was a man of good 
executive ability and had for years many people under him 
in the position occupied by him with the Western Union 
Co. We will show you that his services with the West- 
ern Union Co. were valuable services, that he was with 
this company consecutively for a period of 34 years, that 
he raised himself in said company by his diligence and in- 
telligence from a clerk to traffic manager, and that he left 
this position with the company some time ago voluntarily, 
We will show you that the Sonora Phonograph Co. ran as 
a going business for a period of time under the direction of 
Mr. G. H. Gilbert, the receiver, and that he successfully 
handled said business, and collected large amounts of money 
in said receivership. When we have explained to you, as 
we will, all the facts and circumstances in relation to this 
Sonora Phonograph Co., we say to you Senators, judges and 
jurors, that the allegations in relation to this case will fall 
of their own weight. So far as the fees to Dinkelspiel & 
Dinkelspiel are concerned—the $20,000 allowed—we will 
show were not unreasonable and the parties interested were 
willing to and did consent to an allowance of $17,500. 

GOLDEN STATE ASPARAGUS CASE 

This case is alleged, for the first time, in amended article 
V. The American Can Co., through its attorneys, caused an 
action for the appointment of a receiver in equity against 
the Golden State Asparagus Co., to be filed on September 5, 
1930. At the request of the attorneys for the plaintiff and 
defendant, Mr. George M. Edwards was appointed equity re- 
ceiver. After Mr. Edwards qualified, he had a talk with 
Judge Louderback, the respondent herein, and after said 
talk filed a petition for the appointment of Dinkelspiel & 
Dinkelspiel as his attorneys. We will show you that the 
work accomplished by Mr. Edwards, the receiver, and Dinkel- 
spiel & Dinkelspiel was commended by the parties to the 
action. 

Respondent will show that he suggested to George M. 
Edwards the appointment of Dinkelspiel & Dinkelspiel in 
said receivership matter, that the suggestion was acceptable 
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to said George M. Edwards, the receiver. We will show that 
respondent stated to Mr. Edwards that if the attorneys re- 
spondent suggested were not satisfactory to him respondent 
would suggest others. We will show that the attorneys sug- 
gested by respondent were agreeable to Mr. Edwards, that he 
petitioned to have them appointed, and that his selection 
of attorneys was confirmed by order of court. We will show 
that the legal work in connection with the receivership re- 
quired the time and attention of the attorneys selected by 
the receiver, that it materially aided the proper adminis- 
tration of said receivership, and that there was allowed by 
respondent to said attorneys the sum of $14,000 on account. 

Respondent will show that he has not denied $1,500 each 
to the attorneys for the plaintiff and defendants, but that 
that matter is still pending and undetermined. Respondent 
states and will show that there was very substantial legal 
services rendered in the matter. We will show to the Sen- 
ate that the sum of $14,000 allowed on account for the 
services rendered to the receiver was a reasonable and 
proper amount to be allowed, at the time it was allowed, 
on account of services heretofore rendered by said attor- 
neys in the matter of said estate, that respondent allowed 
George M. Edwards, the receiver, the sum of $14,000 and 
the same amount to his attorneys. All parties had agreed 
upon $14,000 to Receiver Edwards. 

We will show that his conduct in the action in ratifying 
the appointment of the attorneys in the said matter did 
not add to or cause any “disrespect, apprehension, and 
public contempt of said respondent to the public in the 
northern district of California”, or anywhere else. That 
the fees of the attorneys for the receiver were fixed after 
a hearing had in open court with reference to the amount 
that should be allowed. And upon a full hearing of said 
matter, respondent fixed the fee in said case, which due 
to the value of the services rendered, were and are reason- 
able for the work performed by said attorneys. Nothing 
occurred in the Golden State Asparagus case which called 
for any censure of respondent. Nothing occurred which 
would tend to show that the discretion exercised and the 
judgment arrived at by respondent were not sound. We 
will show that none of the acts and conduct of respondent 
in this case, by any stretch of the imagination, could be 
construed as high crimes or misdemeanors spoken of in 
the Constitution of the United States. We expect to show 
these matters, and when we do, we state that the allega- 
tions in relation to this matter, as expressed in article V, 
as amended, will fall of their own weight. 

STEMPEL-COOLEY CASE 


In article V, as amended, references were made to what is 
known as “the Stempel-Cooley case.” This was a bank- 
ruptcy matter. The firm of Stempel-Cooley were the 
owners of some 5 apartment houses and 1 incomplete build- 
ing at the time the bankruptcy petition was filed. Mr. 
G. H. Gilbert was appointed receiver, and on a petition filed, 
Keyes & Erskine were appointed the attorneys. Respondent 
will show that said receiver was allowed the sum of $500 for 
his services and that said sum was and is a fair and reason- 
able sum for the services so rendered by the receiver in said 
matter, and that no appeal was ever taken from the amount 
of said sum of $500 to said Keyes & Erskine. That respond- 
ent did not fix the fee of said receiver in said matter. That 
the same was fixed and allowed by the referee in bankruptcy. 

Respondent will show you that there were no acts or 
conduct on his behalf that could call for any censure, or any 
lack of discretion on his part. His conduct in this case was 
free from any alleged commission of high crimes or mis- 
demeanors as this term is used in the Constitution of the 
United States. When this case is explained to the Senate, 
we feel sure that the allegations of his conduct in relation 
thereto as expressed in article V, as amended, of the im- 
peachment articles will fall of their own weight. 
APPOINTMENT OF G. H. GILBERT AS AN APPRAISER WHILE RESPONDENT 

WAS JUDGE OF THE SUPERIOR COURT OF THE CITY AND COUNTY OF 

SAN FRANCISCO, STATE OF CALIFORNIA 

We respectfully urge that we should not be called upon to 
explain anything in relation to this case because it was heard 
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prior to the time Judge Louderback, the respondent herein, 
was a Federal judge. 

However, respondent states that he will show that, al- 
though he did appoint G. H. Gilbert as appraiser while he 
was a State judge, he had no knowledge as to what work 
was performed by said G. H. Gilbert. And he states that 
whatever fees he may have allowed while a State judge in 
this case were reasonable fees that should have been allowed 
appraisers in such a matter. That if respondent is called 
upon to explain said matter, he will satisfy the Senate that 
whatever acts were done by him, and whatever appointments 
were made by him, were made in good faith. That three 
appraisers were appointed in an estate. G. H. Gilbert was 
1 of the 3. Respondent had no means of knowing the 
amount of services rendered by each. The fees charged were 
reasonable and paid by the executor. The respondent only 
had knowledge of these when the account in the estate was 
approved. 

We have outlined to the Senators, sitting as judges and 
jurors, what we expect to prove on behalf of the respondent 
herein. We know that we can establish and will establish 
the absolute innocence of wrongdoing of any kind or char- 
acter on behalf of Judge Harold Louderback, the respondent 
herein. And we confidently expect when the testimony is in, 
and the case is closed that the Senate will render a verdict 
acquitting Judge Harold Louderback, respondent herein, of 
each and every, all and singular, the alleged charges made 
against him. We confidently expect this. On behalf of 
Judge Louderback, we thank you for your attention, your 
kindness, and your patience. 

Mr. ASHURST. Mr. President, although under the rules 
all orders must be submitted in writing, I ask the court to 
indulge me for a moment on a matter relating purely to the 
time when the Senate shall sit as a court. Before present- 
ing an order, I want to sound out the sentiment and see 
what members of the court may have to say or think about 
the time for convening. If I may have the attention of the 
Senator from Oregon [Mr. McNary] I suggest that the Sen- 
ate sitting as a Court of Impeachment convene hereafter at 
10 o'clock in the forenoon; but before offering an order to 
that effect I should like to have some expression from mem- 
bers of the court. 

Mr. McNARY. Mr. President, I thank the Senator for 
his courtesy, which is habitual. I had intended to call a 
conference of the Republican minority for tomorrow to con- 
sider this very suggestion, as well as some pending legisla- 
tion. I would rather not at this time consent to an order 
being made for a meeting at 10 o’clock until after a confer- 
ence is had tomorrow. I want to cooperate with the Sena- 
tor, as he knows. We are anxious to get through. There 
is a question in my mind, however, whether we should con- 
vene at 10 o’clock and continue the trial until 1 o’clock, and 
then proceed with the consideration of legislative business. 
That would be one way to handle the matter. Another way 
would be to meet at 10 or 11 o’clock in the morning and go 
through the day, completing the trial at the earliest possible 
date, without the intervention of legislative business. I am 
not sure which is the wiser course. I would prefer that when 
we conclude today we adjourn until 11 or 12 o’clock tomor- 
row, at which time I shall be glad to discuss the subject 
further with the Senator. 

Mr. ASHURST. Mr. President, then I move that when 
the court concludes its business today it stand in recess 
until 11 o’clock tomorrow forenoon. 

The PRESIDING OFFICER. The question is on the mo- 
tion of the Senator from Arizona. 

The motion was agreed to. 

Mr. ASHURST. Now, Mr. President, the witnesses are 
on hand, we have 2 more hours of the day, and I send the 
following order to the desk and ask for its consideration. 

The PRESIDING OFFICER. The Senator from Arizona 
proposes an order, which the clerk will read. 

The legislative clerk read as follows: 

Ordered, That the witnesses shall stand while giving their 
testimony. 
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The PRESIDING OFFICER. Is there objection? The 
Chair hears none, and the order will be entered. 

The managers on the part of the House may call the 
first witness. 

Mr. Manager SUMNERS. Mr. President, I inquire of the 
Chair whether we shall call the first witness and have him 
sworn, or call all the witnesses available and have them all 
sworn at once? 

The PRESIDING OFFICER. The Chair thinks that the 
business of the court would be expedited by swearing each 
witness as he enters the Chamber. The oath can be ad- 
ministered quickly. 

Mr. Manager SUMNERS. May we inquire where the wit- 
ness will stand? 

The PRESIDING OFFICER. The Chair suggests that the 
witness stand in the center, at the desk, near the reporter, 
and equidistant from counsel. 

Mr. Manager SUMNERS. I should like to propound an- 
other inguiry, if it is not asking too much. Would the Chair 
prefer that counsel sit or stand while examining the witness? 

The PRESIDING OFFICER. It is the judgment of the 
present occupant of the Chair that counsel may sit or 
stand, according to their convenience. 

EXAMINATION OF FRANCIS C. BROWN 


Mr. Manager BROWNING. Call Mr. Francis C. Brown. 

Francis C. Brown, having been duly sworn, was examined 
and testified as follows: 

By Mr. Manager BROWNING: 

Q. What is your name?—A. Francis C. Brown. 

Q. Where do you live, Mr. Brown?—A. I reside in San 
Francisco, Calif. 

Q. What is your occupation?—A. I am an attorney. 

Q. For how long have you been an attorney? 

Mr. HEBERT. Mr. President, a parliamentary inquiry. 

The PRESIDING OFFICER. The Senator will state it. 

Mr. HEBERT. Would it be in order to call a quorum at 
this time? A number of Senators are absent from the 
Chamber, and it seems to me that it would be in order to 
call a quorum at this time, since the first witness is just 
starting to give his testimony. 

The PRESIDING OFFICER. It would be in order. 

Mr. HEBERT. I suggest the absence of a quorum. 

The PRESIDING OFFICER. The clerk will call the roll. 

The legislative clerk called the roll, and the following 
Senators answered to their names: 


Adams Coolidge Hebert Robinson, Ark. 
Ashurst Copeland Kendrick Robinson, Ind. 
Austin Costigan yes Russell 
Bachman Couzens Schall 

Balley Cutting La Follette Sheppard 
Bankhead Dickinson Lewis Shipstead 
Barbour 1 Smith 
Barkley Long Stelwer 

Black Erickson McAdoo ns 
Bone McCarran Thomas, Okla. 
Bratton Fletcher McKellar Thomas, Utah 
Brown Frazier McNary Townsend 
Bulkley George Me ell 
Bulow Glass Murphy Tydings 

Byrd Goldsborough Neely Vandenberg 
Byrnes Gore Norris Van Nuys 
Capper Hale Nye Wagner 
Caraway Harrison Patterson Walsh 

Carey Hastings pe Wheeler 
Clark Hatfield Reed White 
Connally Hayden Reynolds 


The PRESIDING OFFICER. Eighty-three Senators hav- 
ing answered to their names, a quorum is present. The 
managers on the part of the House will proceed. 

By Mr. Manager BROWNING: 

Q. How long have you practiced law in San Francisco?— 
A. Since 1924. 

Q. With whom were you associated in March 1930 in the 
practice of the law?—-A. With De Lancey C. Smith. 

Q. As such were you counsel for the Russell-Colvin Co, 
at that time?—A. We were. 

Q. What is the Russell-Colvin Co.?—A. The Russell-Col- 
vin Co. was a copartnership which was then engaged in the 
business of stock brokerage—a general stock-brokerage 
business. 
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Q. What was their financial condition at that time?—A. 
Their financial condition became very unliquid in March 
1930. 

Q. What steps were determined on by counsel to try to get 
them out of their difficulties?—A. Early in March or late 
in February 1930, an effort was made to liquidate some of 
the company’s frozen assets, consisting of real estate and 
stocks and bonds and other securities which they had under- 
written. These efforts were partially successful and par- 
tially unsuccessful. The San Francisco Stock Exchange 
notified the company that unless they raised a certain 
amount of money, $200,000, by Monday, March 9 or 10, 1930, 
a suspension would take place. The company was suspended 
from the stock exchange on March 9, 1930. We then 
directed our attention to placing the company in receiver- 
ship in the Federal court. 

Q. What steps did you take?—-A. We conferred with the 
firm of Thelen & Marrin, composed of Max Thelen and Paul 
S. Marrin, who are likewise attorneys, who represented a 
plaintiff known as Gardner M. Olmstead in an equity re- 
ceivership proceeding. The proceeding was initiated in the 
northern district of California by Messrs. Thelen and Marrin 
by filing a petition, to which we filed an answer admitting 
the allegation, and then proceeded before Judge Louderback, 
to whom one of these matters was assigned for the appoint- 
ment of a receiver. 

Q. When was the first time you went to the district court 
clerk’s office in connection with this matter?—A. It was on 
Monday, March 10, 1930. I think that was the date. 

Q. What was done about it on that date?—A. On that 
date we took out a petition and a verified answer and ten- 
dered it for filing. We were informed by the clerk that a 
number had been drawn which was assigned to the depart- 
ment of Judge A. F. St. Sure. We were further informed 
that Judge A. F. St. Sure was sitting in Sacramento, Calif., 
which is north of San Francisco, and that he would not 
preside at the appointment of a receiver unless we went to 
Sacramento. We were then informed that no other judge 
of the three judges sitting there would preside on the matter 
in the absence of Judge St. Sure, and Mr. Marrin, of the 
firm of Thelen & Marrin, then decided not to file the peti- 
tion. It was the next day that the petition was finally filed. 

Q. The next day did you take one or two petitions to the 
district court clerk’s office?—A. I personally did not take 
any, but Mr. Marrin, representing the plaintiff, did. 

Q. Were you with him?—A. I was with him; yes. 

Q. Were both of those petitions filed?—A. My recollection 
is that both the petitions were filed approximately at the 
Same time, or one shortly after the other. 

Q. And the names of the judges were drawn to consider 
these petitions?—A. The first petition was again assigned 
to Judge A. F. St. Sure, who was still absent in Sacramento. 
The next petition was assigned to Judge Louderback. 

Q. Will you explain why the two petitions were filed on 
that second day, on March 11?—A. The two petitions were 
filed, according to my understanding, primarily because of 
the absence of Judge St. Sure in Sacramento, and, sec- 
ondarily, because it was considered advisable to have two 
petitions. 

Q. After the petitions were filed, and you drew the names 
of Judge St. Sure and Judge Louderback, what further was 
done?—A. Mr. Marrin and Mr. Thelen and Mr. Addison G. 
Strong, who is the one we were proposing for receiver, Mr. 
Lloyd Dinkelspiel, representing the firm of Heller, Ehrmann, 
White & McAuliffe, attorneys for the San Francisco Stock 
Exchange, went into Judge Louderback’s secretary’s office 
and made an appointment to see the judge. He was holding 
a short session of court in the forenoon. The appointment 
resulted in our seeing the judge about 11 or 11:30 o’clock— 
some time in the forenoon shortly before 12 o’clock on that 
day, which was Tuesday. 

Q. Who was Mr. Strong?—A. Mr. Addison G. Strong was a 
member of an accounting firm of San Francisco, certified 
public accountants, known as Hood & Strong. They were the 
auditors for the San Francisco Stock Exchange, and they 
were likewise the accountants who had had charge of audit- 
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ing the books of the Russell-Colvin Co., the stock-brokerage 
firm. Furthermore, Mr. Strong had been for some months 
prior to March 1930 in immediate supervision of the affairs 
of the Russell-Colvin Co., which, as I have stated, were in a 
somewhat muddled condition. 

Q. Who sent him to supervise this concern?—A. He was 
sent by the stock exchange, and with the consent of the 
copartners constituting the partnership. 

Q. What right did he have there? Why was he sent 
there? What right did the stock exchange have to send 
him? 

Mr. LINFORTH. One minute. I object to that ques- 
tion as calling for the opinion or conclusion of the witness, 
Mr. President. 

Mr. ASHURST. Mr. President, I did not hear the counsel. 

The PRESIDING OFFICER. Will counsel please repeat 
his suggestion? 

Mr. LINFORTH. That question is objected to as calling 
for the opinion and conclusion of the witness and not binding 
at all upon the respondent. 

Mr. ASHURST. That is to be decided by the Presiding 
Officer without debate. 

The PRESIDING OFFICER. The present occupant of the 
chair is of the opinion that at this time the witness has 
not shown himself to be qualified to answer that question. 

By Mr. Manager BROWNING: 

Q. Who were Thelen & Marrin?—A. Thelen & Marrin 
were a firm of attorneys in San Francisco consisting of Max 
Thelen and Paul S. Marrin. 

Q. As attorneys for the Russell-Colvin Co., did you know 
their relationship to the San Francisco Stock Exchange?— 
A. I do not understand your question—the relationship of 
whom to the San Francisco Stock Exchange? 

Q. The Russell Colvin Co.—A. Oh, yes; they were mem- 
bers of the San Francisco Stock Exchange and owned a 
seat on the exchange. They had, periodically, I think 
semiannually, or possibly quarterly, to submit to the stock 
exchange a balance sheet and a financial statement which 
the auditors for the stock exchange reviewed, and on the 
basis of the showing in the balance sheet and the financial 
statement they were either permitted to continue to do 
business or were notified to improve their condition or were 
suspended, depending upon what conditions were shown by 
the balance sheet. 

Q. Was it in pursuance of their policy to try to find out 
the condition that Mr. Strong was in the firm that you rep- 
resented as an auditor or as a supervisor? 

Mr. LINFORTH. Just a minute. We object to that ques- 
tion as calling for the opinion or conclusion of the witness, 
and on a matter which is not binding upon the respondent. 

The PRESIDING OFFICER. The Chair overrules the 
objection. 

The WITNESS. Will you repeat the question, please? 

The PRESIDING OFFICER. The question will be read 
to the witness. 

The question was read by the Official Reporter, as follows: 

Was it in pursuance of their policy to try to find out the condi- 
tion that Mr. Strong was in the firm that you represented as an 
auditor or as a supervisor? 

A. Yes. If I may explain my answer, some time in Octo- 
ber—I believe it was in 1929 

Mr. LONG. Mr. President, I cannot hear the witness. 

The PRESIDING OFFICER. The witness will please 
speak louder. 

A. Some time in the fall of 1929 one of these financial 
statements had been submitted to the stock exchange which 
showed that the company was in a very weak condition from 
the standpoint of liquidity. From that date on, as I recall 
it, the stock exchange insisted that all further business 
transacted by the firm be reviewed by their representative, 
so that whatever action the firm desired to take might be 
vetoed, if necessary, by a representative of the exchange, 
and Mr. Strong was the designated man acting in that 
capacity. 

Q. Who consented to Mr. Strong or recommended him to 
the court as a proper person for receiver in this case?— 
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A. Mr. Marrin and I conferred concerning the man whom 
we would recommend to the court and agreed, in conjunc- 
tion with the attorneys for the stock exchange, the attorneys 
for several of the larger creditors, or several large creditors, 
I should say, to recommend Mr. Strong, arid we were the 
ones who did recommend Mr. Strong to the court. 

Q. Please state what occurred when you and the other 
parties whom you mentioned a few moments ago went into 
the chambers of Judge Louderback to confer with him about 
the appointment of Mr. Strong as receiver—A. When we 
arrived in the chambers of Judge Louderback he was there, 
and Mr. Marrin, representing the plaintiff, summarized to 
the judge the contents of the petition, stating the financial 
condition of the company, the fact that they had been sus- 
pended on the preceding day from doing any further busi- 
ness on the San Francisco Stock Exchange, and the further 
fact that attachments had been threatened and other legal 
proceedings were imminent. He further outlined the na- 
ture of the company’s business and the need for the 
appointment of a receiver, either to tide it over the period 
during which it was lacking money or to liquidate; and he 
outlined Mr. Strong’s qualifications at some length, pointing 
out that he had been acting in the supervisory capacity 
which I haye mentioned over the firm’s affairs. I then sup- 
plemented this statement by Mr. Marrin by further stating 
my opinion as to the qualifications of Mr. Strong. 

Q. Did you state to the judge at that time what parties 
had agreed to Mr. Strong or were asking his appoint- 
ment?—A. I believe I made the statement directly. In any 
event, during the course of the interview with the judge 
he inquired as to what the attitude of certain other cred- 
itors or other creditors were, and we pointed out that the 
receivership proceedings met with the approval of a number 
of other creditors, 

Q. Were they the ones he had asked about that you 
assured him had agreed to it?—A. I do not recall that any 
names were menetioned. We did mention the name of 
another law firm who represented two very large creditors, 
stating they were agreeable to the selection and were also 
agreeable to the proceeding, as I remember. 

Q. You mean the selection of Mr. Strong?—A. Yes. 

Q. Then state what occurred next.—A. The judge inter- 
rogated Mr. Marrin and me as to whether or not a bank- 
ruptcy was apt to overthrow or supersede the equity-receiv- 
ership proceeding. I believe we both made comment upon 
that, the substance of the comment being that the firm 
had an adequate defense by showing that it was solvent 
in fact even though it was in an unliquid condition. He 
then said that it would be necessary to dismiss the first peti- 
tion which had been assigned to the department of Judge 
St. Sure before he would act upon the petition which had 
been assigned to him. He said he would exact a bond of 
the receiver of $50,000 and would also exact of the plaintiff 
a bond of $50,000 conditioned to indemnify every other 
creditor than the party to the proceeding who might be 
injured by the appointment of a receiver in the event it 
subsequently appeared that the appointment of a receiver 
was improvident. 

Q. What kind of a bond is that, Mr. Brown?—A. I never 
heard of a bond of that kind before. I was informed by 
the clerk, Mr. Naling, that he had never heard of one, and 
we had great difficulty in getting it written. 

Q. Did you actually give the $50,000 indemnity bond by 
the petitioner?—A. If I may interrupt, it just occurs to me 
that something else took place when we were in the judge’s 
chambers that I did not refer to. The judge asked Mr. 
Strong whether any of the attorneys present were his at- 
torney. He mentioned them by name. Mr. Strong said 
they were not his attorney. He then asked Mr. Strong who 
his attorneys were and Mr. Strong said he had no regular 
counsel. 

Then we retired from the judge’s chambers, and had 
taken out to the clerk's office a representative of the Hart- 
ford Accident & Indemnity Co., to write the receiver’s bond. 
We questioned him concerning the bond which the judge 
said he would exact of the plaintiff and he informed us 
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that the company would not write a bond in the sum of 
$50,000 unless it had complete collateral, which the plaintiff 
was not in position to offer. 

We then went back into the judge’s chambers, as I re- 
member it, also in the forenoon, and told him that the 
bonding company would not write a $50,000 bond and sug- 
gested that a bond in that amount was excessive and asked 
him to reduce it. He then agreed to reduce it to $10,000. 
I believe this second interview which I have mentioned took 
place shortly after the 1st on the forenoon of Tuesday. 

Q. Then after that what steps did you take?—A. I went 
back to my office and Mr. Thelen and Mr. Marrin went back 
to their office, and we arranged for the dismissal or Mr. Mar- 
rin arranged for the dismissal of the petition which had 
been assigned to Judge St. Sure, and we both collaborated 
on securing a bond of $10,000 for the plaintiff and later in 
the afternoon went out again to the judge’s chambers—as I 
remember it, it was rather late, around 4 or 4:30—having 
with us the dismissal which Mr. Marrin filed and the neces- 
sary papers, the receiver’s bond and so on, and the order for 
the appointment of a receiver in the proceeding which had 
been assigned to Judge Louderback. 

Q. Did you see the judge at that time?—A. We did. 

Q. Who was present when you saw him on that occa- 
sion?—A. Mr. Thelen, Mr. Martin, Mr. Strong, and, I believe, 
Mr. Dinkelspiel was present, but I am not sure—yes, Mr. 
Dinkelspiel was present—and I. 

Q. Which Dinkelspiel?—A. Mr. Lloyd Dinkelspiel. 

Q. With what firm is he connected?—A. He is connected 
with the firm of Heller, Ehrmann, White & McAuliffe. 

Q. When you went out this time, as I understand it, you 
had completed the bond?—A. We had not completed the 
plaintiff’s bond because the condition which the bond should 
contain was not clear in our minds. The judge had not 
made it clear or had merely made a general statement that 
he wanted a bond of $10,000 of the plaintiff in case the re- 
ceivership proceeding was improvident, so we again took out 
a representative of the Hartford Co., together with a com- 
pleted receiver’s bond and a partially completed plain- 
tiff's bond. I believe at that time the answer of the 
company admitting the allegations of the complaint was 
filed, after the judge dictated an addition to be contained 
in that. 

Q. What occurred in this conference with the judge?— 
A. In this conference the judge looked over the order ap- 
pointing the receiver and filled in the amount of the bond. 
He also, as I remember it, dictated the exact wording which 
he would require in the plaintiff’s bond and dictated to me 
an addition which was to be inserted in the answer and 
which I specifically, on behalf of the defendant company, 
consented to the appointment of Mr. Strong as receiver. 

The order was signed appointing Mr, Strong receiver. 
The plaintiff’s bond was completed and was given to the 
judge, who approved it and approved the receiver’s bond. 
The judge told Mr. Strong that after he had qualified or 
after the qualification matters were attended to that he 
wanted to see him. After leaving the judge’s chambers we 
went into the clerk’s office where Mr. Strong signed the 
receiver’s oath and took the oath, and then bonds and orders 
were filed and the receiver qualified. Then we left. 

Q. What time of day was that?—A. I could not give you 
the exact time. It was quite late. It was probably between 
5 and 6, or around 5:30, I would say, because the clerk had 
held the office open for several hours to accommodate us on 
account of the fact that it was so urgent to have the receiver 
appointed. 

Q. At the time you left the judge’s chambers and he told 
Mr. Strong to come back after qualification was over, state 
whether or not he told him to come back that day.—A. He 
did not, to my recollection. 

Q. Do you recall what occurred there?—A. I recall what 
occurred perfectly; yes. 

Q. At the time Mr. Strong had qualified and you left the 
clerk’s office, to your knowledge had anything up to that 
time been said with regard to who would be his attorney or 
his counsel in this case?—A. By whom? 
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Q. By anyone to your knowledge—A. No; there was no 
discussion of any kind at that time. 

Q. Had you been in all the negotiations up to that time 
so far as you know?—A. I had been present on both of the 
two occasions on which the parties I have mentioned inter- 
viewed the judge, and no mention was made at that time 
other than I have stated. 

Q. The first information you had about his seeking coun- 
sel or his consideration of who would be counsel occurred 
at what time?—A. Mr. Strong and Mr. Marrin and Mr. 
Thelen and I rode down on the street car from the court- 
house or the Federal Building to Montgomery Street, which 
is some 6 or 7 blocks below. On the way down Mr. Strong 
and I, and, I believe, Mr. Thelen, were sitting on one of the 
side seats and also participated in the discussion. Mr. 
Strong asked me what I thought of Mr. McAuliffe—Mr, 
F. M. McAuliffe—— 

Mr. LINFORTH. Mr. President, we submit the witness is 
not answering the question, but the statement he is making 
is purely hearsay. and not binding on the respondent. We 
object to it for those reasons. 

The PRESIDING OFFICER. The objection is overruled. 

A. (Continuing.) Mr. Strong asked my opinion of Mr. 
F. M. McAuliffe, of the firm of Heller, Ehrmann, White 
& McAuliffe, as possibly counsel-or attorney for the receiver. 
I told him I thought Mr. McAuliffe was preeminently quali- 
fied in every respect. He also asked me my opinion of 
another attorney in San Francisco, Lloyd Ackerman, and I 
told him I considered Mr. Ackerman was well qualified also. 
I may state that both of those attorneys are attorneys for 
either the stock exchange in the case of Heller, Ehrmann, 
White & McAuliffe, or, as to Ackerman, attorney for the 
eastern members of the San Francisco Stock Exchange—I 
should say members of the San Francisco Stock Exchange 
who are also members of the New York Stock Exchange. 

By Mr. Manager BROWNING: 

Q. As such, do they specialize in that kind of work?—A. 
I considered that they were both well qualified in handling 
the duties of the attorneys for the receiver of this concern. 

Q. What was the next that you heard of the relationship 
between Mr. Strong and the judge after that time?—A. The 
following day I received a telephone call from Mr. Strong 
which came to my office in my absence. I called back on the 
telephone in response to that and made an appointment 
with Mr. Strong to go to his office and see him. He then 
informed me of 

Mr. LINFORTH. We submit, Mr. President, that the testi- 
mony about to be given by the witness is hearsay, self-serv- 
ing, not taking place in the presence of the respondent, and 
not binding upon him. 

The PRESIDING OFFICER. The present occupant of 
the chair thinks the objection is well taken. 

Mr. Manager BROWNING. Mr. President, if you will par- 
don me, I do not see how we can prove a conspiracy unless 
we are permitted to prove the attitude and the effect that 
this had on the parties directly concerned in this matter. 

The PRESIDING OFFICER. The Chair does not intend 
to proscribe counsel unduly, but he thinks the ruling just 
made is correct. 

By Mr. Manager BROWNING: 

Q. Then, in response to this telephone call, you went to 
see Mr. Strong?—-A. And I conferred with him; yes. 

Q. Did you ascertain from him then what had occurred 
between him and the court that morning?—A. Well, he 
outlined to me at great length 

Mr. HANLEY. Just a moment. We object to what Strong 
said to this witness as not binding on Judge Louderback, 
the respondent herein. It calls for hearsay testimony 
which he had no opportunity to contradict or to make any 
statement about. 

The PRESIDING OFFICER. Does the manager desire 
to have this witness testify what Mr. Strong told him had 
been said between Mr. Strong and the judge that morning? 

Mr. Manager BROWNING. No. The question was only 
as to whether he had obtained from Mr, Strong at that time 
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Mr. Strong’s version of what had occurred between him and 
the judge, but not as to what it was. 

Mr. LINFORTH. Mr. President, the witness had started 
to give the conversation which he was about to relate. 

The PRESIDING OFFICER, The Chair will sustain the 
objection. 

By Mr. Manager BROWNING: 

Q. After you visited Mr. Strong, what was the next thing 
you learned about the matter?—A. I had, as I recall it, one 
other conference with Mr. Strong after this; and on March 
13, 1930, I received a telephone call from the secretary to 
Judge Louderback, asking me to come to his chambers; that 
is, the next contact that I had with the judge or his secre- 
tary was a telephone call which came in on Thursday, I 
believe it was. 

Q. In response to that, did you go to the judge’s cham- 
bers?—A. I did. 

Q. Whom did you find there?—A. I went there in the 
company of Mr. Marrin and Mr. Thelen, and when we 
arrived there we were taken into the judge’s chambers, and 
we there saw the judge. 

Q. What transpired in that conference?—A. The judge 
stated that it had not been his custom to appoint receivers 
with whom he was not personally acquainted; that he had 
deviated in the instance of Mr. Strong because he had been 
so strongly urged and highly recommended by us for the 
appointment. He stated further that he did not under- 
stand Mr. Strong; that he had told him the first day to 
come back and see him, and he waited in his chambers until 
6:30, I believe he said, and that Mr. Strong did not come 
back; that he came back the following day and had seen 
him the following morning, which would be Wednesday 
morning, and he had then and there conferred with the 
judge, and everything had been very pleasant between them 
in their conversation until it came down to the selection of 
a lawyer or attorney for the receiver, and that Mr. Strong 
would not take counsel or accept the judge’s suggestion as 
to who should be the attorney for the receiver. He said 
furthermore that he had violated the judge’s instructions in 
that on the previous day, or the day before, I forget which, 
the judge had definitely instructed Mr. Strong not to go near 
Mr. McAuliffe, and that Mr. Strong had violated his instruc- 
tions and had signed a petition for the appointment of Mr. 
McAuliffe’s firm as attorneys for the receiver, and that he 
had further violated the judge’s instructions by taking pos- 
session of the assets or securities which this stock brokerage 
firm had in its box, contrary to the judge’s instructions, 
which were to the effect that he should do nothing until his 
attorney had been finally approved by the court. Then I 
replied to the judge, and I think Mr. Marrin likewise talked 
to him. 

Q. What was the purport of the conversation you had 
with him?—A, Well, the general purport of it was that I 
considered—if I may go back just a moment, the judge also 
said that he felt that Mr. Strong was not as well qualified 
as we had said he was, on account of the fact that he had 
broken faith with the judge. 

I pointed out that we had known Mr. Strong for many 
years, and that his firm enjoyed an enviable reputation in 
San Francisco; that he was attorney for the Stock Ex- 
change, and that I felt that any misunderstanding between 
them was entirely a misunderstanding, and was not due 
to any lack of good faith on Mr. Strong’s part. I also said 
that, in my opinion, it was probably due to a misunder- 
standing as to what was said in case Mr. Strong had not 
abided by the judge’s instructions; and I believe—yes; the 
judge also said that he had made up his mind to remove 
Mr. Strong as receiver unless he would sign a written resig- 
nation which the judge had prepared. He said, “I have in 
my desk a signed order, or an order which I will sign, and 
which I intend to serve on Mr. Strong unless he resigns.” 
He said, “I suggested that he select as his counsel some of 
the leading firms in the city ”; and he named the firm of 
Pillsbury, Madison & Sutro, who were a well-known law firm 
there, and the firm of Sullivan, Sullivan & Roche, or Cush- 
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ing & Cushing; and he said that Mr. Strong would not ac- 
cept any of these firms as attorneys, but insisted upon Mr. 
McAuliffe. 

Q. Did he state at that time that he had also named John 
Douglas Short, or Keyes & Erskine, or Erskine & Erskine? 
A. He never mentioned the name of Mr. Short, or Mr. 
Erskine, or either of the Messrs. Erskine. Mr. Keyes is 
dead. 


Q. Then what occurred next in the conversation?—A. 
There was quite a lengthy conversation. 

I stated my position very strongly—that I considered that 
the removal of Mr. Strong was unjustified, and attempted 
to dissuade the judge from following through the program. 
He said that he had summoned Mr. Strong to his office, 
and that he would be there shortly, as I remember, and 
that unless Mr. Strong resigned he intended to remove him. 
In other words, he was adamant in his position. 

He said that he had in mind to name as the successor 
of Mr. Strong a man by the name of Hunter—H. B. Hunter— 
who, he stated, had been recommended to him by Mr. Sidney 
Schwartz, the former vice president or president of the San 
Francisco Stock Exchange; I do not know which. He said 
that Mr. Hunter had served on a jury in his court, and 
that he had also acted as receiver in the case of the Security 
Bond & Finance Co., of Berkeley, Calif.; that. he con- 
sidered that Mr. Hunter was well qualified, and that he 
would give us until 4 o’clock that afternoon to make in- 
quiry concerning Mr. Hunter’s qualifications; that if, during 
that period of time—in other words, between 12 o’clock and 
4 o’clock—we notified him of any legitimate reason why 
Mr. Hunter should not be appointed, he would consider the 
objection, but that he was not giving us the opportunity 
of saying “yes” or “no.” He also stated to us that if 
any of us talked to Mr. Hunter, or communicated with him 
in any way, he would not appoint him. 

Q. Was that the end of the conference? Did he say any- 
thing to you at that time about who would represent Mr. 
Hunter as attorney?—A. Well, he said this: He said that he 
was determined, in view of the fact that a dispute had 
arisen between him and Mr, Strong, to appoint someone 
who was so highly qualified that there could be no question 
concerning his appointment; and at some time during the 
course of that conference he said that he had been ap- 
proached by a man who was high up in the local Masonic 
circles as a candidate for appointment as receiver in that 
case, but that he declined to consider his name on account 
of the fact that he had as his attorneys Shortridge & Mc- 
Inerney; Shortridge & McInerney being a firm of lawyers 
consisting of Samuel Shortridge, Jr., and, I believe, Joseph 
McInerney 


I think that is the general substance of that conference. 

Q. As you left the judge’s chambers, was Mr. Strong 
there?—A. Mr. Strong was in the judge’s anteroom as we 
went out, and he was ushered in as we left. 

Q. How long did you stay after that?—-A. As I remember 
it, we waited outside of the judge’s anteroom—in other 
words, in the corridor—until Mr. Strong came out, and then 
rode down on the street car with him. 

Q. What did you learn at that time had been the judge’s 
action?—A. I believe Mr. Strong showed us a copy of an 
order removing him. In any event, he informed us that he 
had been removed. 

Q. After Hunter entered upon his duties, or was qualified 
as receiver, whom did he employ as his attorney?—A. I be- 
lieve he nominated John Douglas Short as his attorney, and 
the latter subsequently associated with him the firm with 
which he was associated, namely, Keyes & Erskine, consist- 
ing of Herbert Erskine and Morse Erskine. 

Q. Do you know whether he was a partner in that firm? 
A. It is my understanding that he was not a partner. 

Q. What contract, if any, did you have with the conduct 
of the receivership under Mr. Hunter? -A. After Mr. Hunter 
had been appointed, and Mr. Morse Erskine and Mr. Short 
had assumed the duties of attorneys for the receiver, a 
conference was called, at which Mr. Marrin and I and the 
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receiver and his attorneys were present. We were then in- 
formed that the judge had desired us to supervise or approve, 
rather, every step that was taken in the receivership; and 
thereafter periodically during the course of the receivership 
a great number of petitions were filed for instructions con- 
cerning virtually every liquidation, and they were submitted 
to us, and we perused them, and either approved them or 
did not approve them, accordingly as they seemed to be 
Satisfactory or objectionable. 

Q. What, if any, appreciable amount of work connected 
with the receivership did you and your firm do?—A. A very 
substantial amount of work. 

Q. What was the nature of it?—A. Well, we had been so 
intimately connected with the firm’s affairs before it went 
into receivership that there were a great number of matters 
which were pending, of which we had knowledge—I do not 
Say a great number, but a number of matters of which we 
had knowledge, and we consulted with the attorneys for 
the receiver and endeavored to acquaint them with the facts 
as we knew them; and we were also attorneys for a corpora- 
tion known as the Consolidated Paper Box Co., the securities 
of which had been underwritten by Russell-Colvin & Co. 
There were a great number of transactions concerning the 
liquidation of Russell-Colvin & Co.’s holdings of the Con- 
solidated Box Securities which were handled almost entirely 
by us in the negotiating stages and turned over to the re- 
ceiver and his attorneys, and there were a great number of 
other matters where we were consulted, and a great many 
conferences. 

Q. Do you recall the time when the fees in this case were 
allowed to Mr. Short and to Mr. Hunter?—A. Yes, sir. 

Q. Before that allowance did you have any conferences 
with them with regard to it?—A. We had a conference with 
Morse Erskine, one of the receiver’s attorneys, and with the 
receiver, at which Mr. DeLancey Smith and Mr. Marrin and 
I were all present. 

Q. Whom did they all represent in this conference?—A. 
Mr. Smith and I represented the defunct firm and Mr. 
Marrin represented the plaintiff. I may add that the re- 
ceiver also informed Mr. Marrin in my presence that the 
judge desired to have him or his firm exercise the same 
degree of supervision that we exercised over the conduct of 
the receivership. 

Q. In this conference over fees, what amounts did they 
suggest to you as their fees in the case?—-A. We had been 
requested to attend the conference for two reasons. One 
was—— 

Mr. LINFORTH. One moment. We submit that that is 
not at all responsive to the question. I will ask the reporter 
to read the question. 

The Official Reporter read as follows: 

Q. In this conference over fees, what amounts did they sug- 
gest to you as their fees in the case?—-A. We had been requested 
to attend the conference for two reasons. One was—— 

The PRESIDING OFFICER. The Chair thinks the an- 
swer thus far is not responsive. 

A. The amount of fees which were suggested were $75,000 
compensation for the attorneys for the receiver for sery- 
ices performed up to that date, and it is my recollection 
that that conference took place in the latter part of Decem- 
ber or the first week in January of 1931. 

By Mr. Manager BROWNING. 

Q. Who suggested that amount?—A. Morse Erskine. 

Q. What was suggested for the receiver up to that time?— 
A. A fee of $50,000, against which was to be credited the 
sum of $1,000 which the receiver had been drawing monthly 
from the date of his appointment. 

Q. Did those of you who had been called into this con- 
ference with them at that time agree to those fees? —A. We 
did not. 

Q. What countersuggestion did you make?—A, Mr. 
Smith 

Mr. LINFORTH. Just a moment. We submit, Mr. Presi- 
dent, that the answer that was given cannot in any way, 
shape, or form be binding on the respondent unless that 
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matter was called to his attention at the time of the hearing 
on the application and the making of the order allowing the 
fees. 

The PRESIDING OFFICER. The objection is overruled. 

By Mr. Manager BROWNING. 

Q. What counterproposal was made by you, if any?—A. I 
forgot the exact figure. I think Mr. Smith and Mr. Marrin 
and I had agreed upon a figure which Mr. Smith then 
suggested at the conference. I believe that was $20,000 for 
the receiver, and either $25,000 or $30,000 for his counsel. 

Q. Do you know on what you based those figures?—A. I 
based it on our personal knowledge of the services which 
had been rendered, all of which we had had personal knowl- 
edge of. I believe we had been over or had reviewed—no; I 
withdraw that. Also upon what we understood to be the 
reasonable value of such services. 

Q. For what other purpose were you called into this con- 
ference except on this fee proposition?—-A. For the purpose 
of suggesting fees which the attorneys for the plaintiff and 
the attorneys for the defendant intended to apply for. 

Q. Was there any discussion of that at that time?—A. Yes. 
Mr. Erskine asked Mr. Marrin what fee—or asked Mr. Smith, 
I believe, what fee they intended to apply for, and Mr. Smith 
replied that the attorneys for the plaintiff and ourselves had 
agreed upon a joint application in the sum of $15,000 total 
compensation for all. 

Mr. LONG. I did not understand that. 
$15,000 or $58,000? 

A. Fifteen thousand. Mr. Erskine declined to commit 
himself when Mr. Smith refused—when we refused to accept 
the $75,000 suggestion of his fee. 

By Mr. Manager BROWNING. 

Q. Did you get any closer together in your agreement than 
the $30,000 on your part and the $75,000 on their part?—A. 
No, sir. 

Q. There was not any further discussion, as I understand, 
of the proposition of you and the attorneys for the petitioner 
making joint application for $15,000?—A. Well, the original 
understanding which we had had with the attorneys for the 
receiver at the time they informed us that the judge desired 
to have us do this work was that we were to be compensated 
out of the estate, and at various times Mr. Erskine had re- 
iterated that understanding. This conference more or less 
broke up in a strained condition on account of the fact that 
we were at loggerheads on the fees which they suggested. 

Q. How much was actually allowed at the hearing on 
these fees? 

Mr. LINFORTH. Just a moment. Do you mean allowed 
to the attorneys for the receiver or to the witness? 

Mr. Manager BROWNING. Answer the question. 

Mr. LINFORTH. May I have the question read? 

The PRESIDING OFFICER. The reporter will read the 
question. 

The Official Reporter read as follows: 


Q. How much was actually allowed at the hearing on these 
fees? 


Did you say 


Mr. LINFORTEH. Just a moment. Do you mean allowed to the at- 
torneys for the receiver or to the witness? 

The PRESIDING OFFICER. The Chair thinks counsel 
may cross-examine the witness on that phase of it when 
the proper time arrives. The witness may answer the 
question. 

A. The attorneys for the receiver were allowed $46,- 
250, and the attorneys for the plaintiff and the defendant 
combined were allowed $8,750. I forget the exact amount 
that was allowed the receiver. 

By Mr. Manager BROWNING. 

Q. Was this on account, or for the entire service in the 
case?—A. It was on account. 

Q. After that, how much more, if anything, was allowed 
the attorneys for the receiver?—A. $5,000. 

Q. Do you know the total amount that was allowed the 
receiver in this case?—A. I have not that exact figure in 
mind, Mr. Browning. 

Q. Over what period of time did this receivership run as 
an active receivership?—A. This application for fees, as I 
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recall it, was heard in April 1931, and the receivership had 
commenced on March 13—the work of Mr. Hunter had com- 
menced on March 13, 1930. At that time, at the time the 
fees were allowed, no dividends had been paid, and no secur- 
ities had been delivered, except safe-keeping securities; in 
other words, securities which were not subject to any mar- 
ginal requirements. 

Q. Has the receivership been closed yet?—A. No, sir. 

Q. Over what period of time was the bulk of the work to 
be done? How long did it require to do the principal part 
of the work in this case? 

Mr. LINFORTH. Just a moment. We object to that 
question as calling for the opinion or conclusion of the 
witness. 

Mr. Manager BROWNING. I asked him to state a fact 
as to what it was. 

The PRESIDING OFFICER. The witness may answer. 

A. The bulk of the work was accounting work, which 
was done by a staff of employees whom Mr. Hunter hired 
for that work. It consisted largely of tracing the securi- 
ties into the individual pools and determining the respec- 
tive equities of the various margin customers. That was 
due to the fact that the firm of Russell-Colvin & Co. had 
a brokerage account with E. A. Pierce & Co., and also with 
several other members of the New York Stock Exchange, 
each of which had been liquidated at or about the time the 
receiver was appointed, and, according to the system fol- 
lowed by Mr. Hunter and his attorneys, that required trac- 
ing, according to their system. 

By Mr. Manager BROWNING. 

Q. What was the size of this estate? What were the 
assets of the concern?—A. The assets of the general estate, 
as I recall it, were approximately $500,000. I would have to 
refresh my recollection on that. I have not those figures 
in mind. 

Q. Do you have the figures before you? — A. I have not 
them before me, but I can refresh my recollection and give 
them to you. 

Q. Are they available?—-A. They are available. The bulk 
of the estate consisted of securities which were held in mar- 
ginal accounts. 

Q. What disposition did the receiver make of them? 
A. They were ultimately delivered—such securities as re- 
mained were prorated against the accounts participating in 
the various pools, and the securities were delivered back to 
the persons who were entitled to them upon payment of 
their proportionate contributions. 

Q. What do you mean they were charged for, when you 
say upon the payment of their proportionate contribu- 
tions?—A. They were charged for contributions to the losses 
which had been sustained by other margin customers whose 
securities had been sold in the process of liquidation by the 
other stock brokerage firms with which Russell-Colvin & Co. 
had brokerage accounts, and also were charged with an 
overriding charge to compensate the receiver and his at- 
torney for work which was estimated to be allocated to 
that part of the liquidation. In other words, there was a 
percentage charge fixed against all margin customers which 
they had to pay, or which their securities had to bear before 
they could get delivery. 

Q. How much cash was realized by the receiver, if you 
know, in this liquidation for distribution to the creditors?— 
A. I am sorry, Mr. Browning; I did not understand you 
would want me to have that information offhand. I did not 
refresh my recollection. 

Q. Is that available?—A. That is available, yes. 

Q. Could you bring it tomorrow?—A. Yes, sir. 

Mr. Manager BROWNING. Mr. President, I really think 
it is important for us to have those facts which are avail- 
able, and we could have them in the morning, if the court 
saw fit to adjourn over until tomorrow. 

Mr. KING. Mr. President, may I be permitted, through 
the President, to inquire. of the honorable counsel whether 
or not they have some other witness with whom they could 
proceed this afternoon? 

Mr. Manager BROWNING. Yes; we have. 
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The PRESIDING OFFICER. Is it the desire of the man- 
agers on the part of the House to let this witness stand aside 
temporarily, and proceed with another witness? 

Mr. Manager SUMNERS. Mr. President, may we inquire 
how long the court anticipates sitting this afternoon? 

The PRESIDING OFFICER. That is entirely in the con- 
trol of the members of the court. 

Mr. KING. Mr. President, may I take the liberty of sug- 
gesting that we continue until 6 o’clock? 

Mr. NORRIS. Mr. President, under the rules, I believe, 
any Member of the Senate has a right to ask a question if 
he submits it in writing. 

The PRESIDING OFFICER. That is the understanding 
of the Chair. 

Mr. NORRIS. I have a question in writing which I should 
like to have propounded to the witness. 

The PRESIDING OFFICER. The Senator will send the 
question to the desk, and the clerk will read it. 

The Chief Clerk read as follows: 

Did the receiver get a salary as receiver in addition to the lump 
sum you have named? 

A. The receiver drew a monthly allowance or salary or 
drawing account of $1,000 a month. The understanding 
was that the fee suggested at this conference between the 
attorneys for the receiver and ourselves, namely, $50,000, 
was to be credited with the amount which had theretofore 
been paid to the receiver. Subsequently, when the allow- 
ance was made, it is my recollection that the order of allow- 
ance provided for the payment of a lump sum which did 
not include the money theretofore paid to the receiver. I 
am not entirely certain of that, however. 

Mr. KING. Mr. President, I submit the following inter- 
rogatory. 

The PRESIDING OFFICER. The Senator from Utah 
submits an interrogatory, which the clerk will read to the 
witness. 

The Chief Clerk read as follows: 

Did the respondent say that his objection to McAuliffe was that 
he was the attorney of the stock exchange? 

A. He did not. 

Mr. McKELLAR. I desire to propound an interrogatory. 

The PRESIDING OFFICER. The Senator from Tennes- 
see sends forward the following interrogatory, which the 
clerk will read to the witness. 

The Chief Clerk read as follows: 

How much money was realized from the estate and what was 
the total amount paid to the receiver and what amount to the 
receiver's attorneys? 

A. The receiver’s attorneys received an allowance, as I 
recall it, in April 1931, of $46,250, which was compensa- 
tion to the date of their application. Subsequently, the fol- 
lowing year, they received a further allowance of $5,000 as 
a fee, which the receiver himself received. There was so 
much that took place concerning that, that I really do not 
remember the exact figures at this moment. I might ex- 
plain it more fully if you desire to have it explained. 

Mr. McKELLAR. If the figures are available, you can 
get them. 

A. I can procure them, but I do not have them at 
hand. 

Mr. KING. I desire to submit two further interrogatories. 

The PRESIDING OFFICER. The Senator from Utah 
submits the following additional interrogatories, which the 
clerk will read. 

The Chief Clerk read as follows: 

Was it not a proper, requirement to have the second application 
for receiver dismissed 

A. Answering the question, the first petition was the 
onè which was dismissed. That was the one which had 
been assigned to Judge St. Sure; and the second petition 
was assigned to Judge Louderback. I do not consider there 
was anything improper, in my opinion, concerning the dis- 
missal of the first petition. It was merely a circumstance 
which the judge insisted upon before allowing the appoint- 
ment on the second petition, 
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Mr. KING. Mr. President, I modify the first interroga- 
tory, as read, in view of the answer of the witness and sub- 
mit the following. 

The PRESIDING OFFICER. The Senator from Utah 
submits the following interrogatory, which will be read to 
the witness by the clerk. 

The Chief Clerk read as follows: 

Was it not a proper requirement to have the first application 
for receiver dismissed? 

A. In my opinion, it was. 

Mr. KING. Mr. President, I submit a further interroga- 
tory. 

The PRESIDING OFFICER. The clerk will read to the 
witness the interrogatory propounded by the Senator from 
Utah. 

The Chief Clerk read as follows: 

What reason did the respondent give for not agreeing to the 


a ie aaa of McAuliffe or his firm as attorneys for the re- 
ver 


A. I do not recall that he assigned any reason. The 
objection or the comment which he made was that the 
receiver had broken faith with him and that he did not 
understand him and that he did not consider that he was 
as well qualified as we had outlined to him in our first 
statement. 

Mr. KING, I desire to submit another interrogatory, if I 
may. 

The PRESIDING OFFICER. The Senator from Utah sub- 
mits another interrogatory, which the clerk will propound 
to the witness. 

The Chief Clerk read as follows: 

Was not McAuliffe attorney for the stock exchange? 


A. Mr. McAuliffe was a member of the firm of Heller, 
Ehrmann, White & McAuliffe, which firm was acting at 
that time as attorneys for the San Francisco Stock Ex- 
change. 

Mr. LONG. I had two questions I desired to ask. The 
Senator from Utah has asked one of them, and I send the 
second to the desk. 

The PRESIDING OFFICER. The Senator from Louisiana 
propounds an interrogatory, which the clerk will read. 

The chief clerk read as follows: 

Were the receiver and attorney appointed men of good character 
and standing? 

A. I do not know anything about the character or stand- 
ing of Mr. Hunter. In our inquiry we found nothing 
which we could advance as a legitimate reason why he 
should not be appointed. I think that Mr. John Douglas 
Short is a man of good character. I do not consider that 
Mr. Herbert Erskine is a man of good character or good 
reputation. 

By Mr. Manager BROWNING: 

Q. Did you at that time know Mr. John Douglas Short?— 
A. I had known Mr. Short for some time; yes. 

Q. Now, with regard to the stock exchange, will you state 
what interest they had in the receivership?—A. Well, the 
firm of Russell-Colvin Co. was the first member firm which 
went into open liquidation; in other words, which failed; 
and Mr. Dinkelspiel, representing the governing board of 
the stock exchange, and the governing board informed us 
that they desired to see an orderly liquidation so as to pre- 
vent any feeling of panic on the part of other customers 
doing business with other firms. Furthermore, under the 
rules of the San Francisco Stock Exchange, the members of 
the exchange have a prior right to resort to the seats in 
settlement of any obligation to those members. The pri- 
mary reason that he assigned was that they wanted to 
see an orderly liquidation and an economical liquidation. 

Q. Soon after the receivership was established, or soon 
after a receiver was appointed and was operating, was there 
an effort to put the concern into bankruptcy?—A. There 
was. 

Q. What was done about that on the part of the re- 
ceiver and his attorneys?—A. I think, within a week or 
within 10 days, in any event, after the equity proceedings 
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had been initiated, a bankruptcy proceeding was commenced 
by a single creditor, which was subsequently supported by 
two intervening petitions. They were served upon the firm, 
and Mr. Erskine—Mr. Morse Erskine—suggested that we 
appoint or employ or agree to the employment of an attor- 
ney in San Francisco who is a known specialist in bank- 
ruptcy matters—or was a known specialist in bankruptcy 
matters—Milton Newmark—and Mr. Erskine stated that Mr. 
Hunter was very friendly with Mr. Newmark and would 
like to throw something his way. We agreed to the associa- 
tion of Mr. Newmark with ourselves, and an answer was 
filed denying insolvency but admitting the other allega- 
tions of the petition in bankruptcy with the exception of 
the statement as to one indebtedness. 

Q. Was that petition in bankruptcy sustained?—A. It was 
subsequently dismissed. One of the asserted claims set 
forth in the first petition in bankruptcy was, in our opinion, 
a very weak claim and could not be substantiated at the 
trial. Later that was compromised by the receiver and his 
counsel, and, as a condition of settlement, the proceeding 
was dismissed. 

Q. About the middle of last July or last summer, pre- 
vious to the visit of the committee from the House to San 
Francisco, did you have any conference with Judge Louder- 
back with regard to this case?—A. I did. 

Q. Please state what it was—A. I received a telephone 
call from the judge’s secretary asking me to come to his 
chambers, and I went there in response to the call. He then 
interrogated me as to whether or not Mr. Addison G, Strong, 
the receiver, had been present on both occasions when the 
attorneys had been before him concerning the appoint- 
ment of Mr. Strong as receiver. He also said that he did 
not understand who was instigating the publicity which had 
previously been running in the San Francisco newspapers 
for the attempted impeachment proceedings at that time, 
and he stated that he did not know whether or not Mr. 
Thelen had been instrumental in it. He said that he thought 
he might have been instrumental in it for the reason that 
Mr. Thelen’s younger associate, Mr. Gordon Johnson, was 
president of the Barristers’ Club in San Francisco. 

Then he also asked what I thought about the matter in 
which the receiver had conducted the liquidation, in the 
first place, and whether it was entirely satisfactory to us; 
and, in the second place, whether or not the amount of the 
fees which had been allowed were agreeable to us. I told 
him that all the proceedings which the receiver had taken 
were not satisfactory to us. He said, “You should have 
taken it up with me.” I said that I did not know that I 
enjoyed the privilege of taking the matter up with him. He 
said that that was the reason that he had requested the 
receiver and his attorney to submit all petitions to us. That, 
however, was the first information we had then about the 
fees. I told him that I considered the fees were quite ex- 
cessive, and I thought the liquidation might have been made 
much more economically. 

Mr. Manager BROWNING (to counsel for the respond- 
ent). You may take the witness. 

The PRESIDING OFFICER. Do counsel for the respond- 
ent desire to cross-examine this witness? 

Mr. LINFORTH. Yes; but we prefer to wait until the 
record is concluded with the witness. I will inquire of Mr. 
Manager Browninc if he is through with the witness? 

Mr. Manager SUMNERS. Mr. President, tomorrow we 
should like to have the witness testify merely to the figures 
with regard to which the witness has been interrogated. 

The PRESIDING OFFICER. Counsel for the respondent 
will proceed with the cross-examination. 

Mr. LONG. Mr. President, I should like to ask the witness 
two more questions. I send them to the desk. 

The PRESIDING OFFICER. The Senator from Louisiana 
propounds two more questions, which the clerk will read. 

The Chief Clerk read as follows: 

Q. Why did you not take matters up with the judge if, as you 
testified, you were required to look over all matters? 

A. The matters which I had in mind at the time I dis- 
cussed it with the judge were matters of general policy, 
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which were not made the subject of petition. If I may ex- 
plain, the petitions were submitted from time to time asking 
permission to deliver for safekeeping securities or asking 
for approval of a compromise of this claim or the other 
claim, and so on—maitters of general policy that had not 
been taken up in that form. The reason, however, that I 
did not take it up was that I did not understand and 
neither my associate nor I was ever informed by the judge 
directly that he desired to have us consult with him con- 
cerning any of his statements rather than to consult with 
the attorneys; and it was only in a very few instances when 
matters were submitted to us that we did not give our ap- 
proval because the petitions were carrying out the general 
program which the receiver had initiated for liquidating the 
concern. I believe that the general program might have 
been different, but the detail of the program which he 
selected was apparently proper. 

The PRESIDING OFFICER. The clerk will read the 
second question propounded by the Senator from Louisiana. 

The Chief Clerk read as follows: 

Q. Why did you not object to or appeal the fee order if you 
thought it improper? 

A. For two reasons. One was that insofar as our own 
compensation was concerned we felt that the finding by 
the court would undoubtedly be the amount which we were 
informed by the attorneys the court was prepared to allow 
us, and that the finding of fact would preclude an appeal 
on the facts. Secondly, for the reason that insofar 
as the fees allowed to the receiver and his counsel are con- 
cerned, at that time it definitely appeared that the partners 
in this concern whom we represented had no residuary inter- 
est left after settlement, and consequently there was no 
interest which they had to be saved by an appeal, and we 
had not been employed by them and were not employed by 
them or paid by them to prosecute any such objections on 
appeal. 

Mr. KING. Mr. President, I submit the following inter- 
rogatory. 

The PRESIDING OFFICER. The Senator from Utah 
submits the following interrogatory, which the clerk will 
read to the witness. 

The Chief Clerk read as follows: 

Q. Did you not state that the judge requested you or your firm 
to supervise the work of the receiver or his attorney? 

A. That is what the receiver and his attorneys informed 
us, that he desired to have us give our approyal to the 
various petitions which were filed from time to time and to 
consult with them. We did consult with them from time to 
time—not to consult with the judge but to consult with the 
attorneys for the receiver. 

The PRESIDING OFFICER. Counsel for the respondent 
may cross-examine. 

Cross-examination by Mr. LINFORTH: 

Q. Mr. Brown, you had two interviews with the judge on 
Tuesday, the 11th of March 1930?—A. Yes, sir. 

Q. One in the morning?—A. One shortly before noon. 

Q. And the other toward evening?—A. That is correct. 

Q. In the interview toward the noon hour who was pres- 
ent, do you say, at that time?—A. Mr. Thelen, Mr. Marrin, 
Mr. Strong, Mr. Dinkelspiel, and I. 

Q. Mr. Dinkelspiel was the representative of the Heller, 
Ehrmann, White & McAuliffe firm, was he not?—A. Yes, 
sir. 

Q. And Mr, Strong appeared in person at that time?— 
A. We had him there so that the judge could see him and 
interrogate him if he desired. 

Q. In the talk that was had on the first occasion, was 
the judge told of the connection of Mr. Strong with the 
San Francisco Stock Exchange?—A. It was outlined at some 
length to him; yes. 

Q. He was told that he was the auditor of the San Fran- 
cisco Stock Exchange? Is that right?—A. I believe he told 
us, and also told of his connection with the firm of Russell- 
Colvin Co. 
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Mr. HEBERT. Mr. President, we cannot hear the wit- 
ness over here. If the witness will face the center of the 
Chamber I think perhaps we can hear him better. 

The PRESIDING OFFICER. The witness will speak a lit- 
tle louder so that members of the court may hear. 

A. (Continuing.) He was told of Mr. Strong’s connec- 
tion with the stock exchange as auditor and also of his con- 
nection with the firm of Russell-Colvin & Co. as a member 
of the firm of Reed & Strong, who had supervised the audit 
of their books, and also had supervised for the stock ex- 
change some of the company’s activities for the previous 
month. 

By Mr. LINFORTH: 

Q. Do you recall, Mr. Brown, if he was also informed 
that the Russell-Colain people were members of the San 
Francisco Stock Exchange?—A. I believe he was; yes. He 
was informed that the firm was a member of the exchange. 
I do not remember that the San Francisco Stock Exchange 
was specifically mentioned, but I may say this, Mr. Linforth, 
that the fact that Mr. Dinkelspiel represented the San 
Francisco Stock Exchange and was there in its interest was 
made known to the judge. 

Q. Did the judge, on the first visit on the 11th, indicate 
that he was going to appoint Mr. Strong?—A. Yes. 

Q. On that occasion was the question of the amount of 
the bond discussed?—A. Les. 

Q. On that occasion did the judge say anything on the 
subject of reserving the right to select the attorney for the 
receiver?—A. The only thing he said which might even 
carry that inference was questioning Mr. Strong as to who 
was his attorney and whether any of the persons present 
were his attorneys. 

Q. He did ask Mr. Strong at the time—that is, on the 
first visit on the morning of the 11th—whether or not he 
had already employed counsel?—A. That is not what he 
asked him; no. 

Q. Did he ask him on the first visit on the morning of the 
lith whether or not he had already employed counsel?— 
A. He did not. 

Q. Did he ask him on the morning of the 11th whether he 
had already consulted counsel?—A. He did not. 

Q. What did he say to him on that subject on the first 
visit on the morning of the 11th?—A. He asked him 
whether—he said to Mr. Strong, “Are any of the lawyers 
present—Mr. Thelen, Mr. Marrin, Mr. Dinkelspiel, or Mr. 
Brown—your attorneys? ” taking them up one by one. Mr. 
Strong answered “No.” He said, Who are your attor- 
neys?” Mr. Strong said that he had no regular counsel, 
as I recall it. 

Q Was that the full extent of the talk that morning on 
the subject of attorneys?—A. To the best of my recollection 
that is all that was said. 

Q. The fact is that on that morning in answer to what 
the judge did ask, Mr. Strong did not reply that he had 
already consulted Mr. Lloyd Ackerman, did he?—A. I do not 
think that is a fact. 

Q. Did Mr. Strong reply that he had already at that time 
consulted Mr. Ackerman? —A. He did not. 

Q. When you returned on Tuesday, the 11th day of March, 
1930, was anything said at that time about his employment 
of attorneys?—A. I believe the entire comment or conversa- 
tion which I have just related took place in the forenoon 
and that there was nothing further said on that subject 
whatever at the afternoon conference. 

Q. In the morning conference or the afternoon conference 
did the judge emphasize the proposition that Mr. Strong, if 
appointed, would be an officer of the court?—A. I do not 
think he did; no. 

Q. Is your recollection clear on that subject, Mr. Brown? 
A. My recollection is as clear on that subject as it is on 
everything else, Mr. Linforth. 

Q. Did the judge at either the first or the second inter- 
view on Tuesday, the 11th day of March, tell Mr. Strong 
that if appointed he would be an officer of the court and 
that he must confer with the judge in the matter of the 
selection of his attorneys?—A. I have no recollection of it. 
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Q. Is that as far as you can go?—A. What do you mean 
by that? 

Q. You have no recollection on the subject whatever?— 
A. I do not recall any such statement having been made. 

Q. Are you in a position to say, and will you say, that 
that did not take place?—A. I would not be prepared to say 
that something of that kind might not have been said. It 
is my recollection that it was not said, however. 

Q. You were taking part in the conversation, were you 
not?—A. I took part in the conversation which I myself 
engaged in, and I listened to the rest of it. 

Q. Is it your present frame of mind that while you do 
not want to go on record as denying that such took place, 
yet it is your recollection that it did not?—A. My position 
is that it may have been said, but I have no recollection of 
having heard it. 

Q. Is it not the fact that after the judge had made the 
statement referred to in the preceding question, the judge 
then turned to Mr. Strong and asked him had he selected 
any attorney?—A. May I have the question read to me? 

The PRESIDING OFFICER. The reporter will read the 
question to the witness. 

The Official Reporter read as follows: 

Q. Is it not the fact that after the judge had made the statement 
referred to in the preceding question, the judge then turned to 
Mr, Strong and asked him had he selected any attorney? 

A. As I stated, I do not recall the judge’s having made 
the statement which your question implies you believe he 
did make, and I do not recall any such other connection. 
I do recall the fact that he asked him whether any of the 
persons present were his attorneys, and I recall Mr. Strong’s 
reply, and that is all. 

Q. Did he according to your recollection ask him at that 
time whether or not he had selected any attorney?—A. By 
that do you mean selected an attorney in the proceeding or 
for the proceeding? 

Q. In the receivership matter in the event of his being 
appointed as receiver.—A. Not to my recollection; no. 

Q. Is it your recollection that Mr. Short did not answer 
he had not?—A. You mean Mr. Strong? 

Q. Mr. Strong, yes; pardon me.—A. I do not recall the 
question having been asked, and, therefore, I certainly do 
not recall any such answer as that. 

Question. Will you deny that the judge made such a state- 
ment to Mr. Strong? 

Mr. Manager SUMNERS. Mr. President, are we permitted 
to object on the ground that questions have already been 
answered? 

The PRESIDING OFFICER. Such an objection is per- 
missible. 

Mr. Manager SUMNERS. We offer that objection to 
repetition of the question. 

The PRESIDING OFFICER. The Chair thinks the wit- 
ness has answered the question. 

Mr. LINFORTH. If the Presiding Officer thinks so, we 
shall not repeat it. 

By Mr. LINFORTH: 

Q. On Thursday! believe you have stated that was the 
13th, Mr. Brown?—A. Monday was the 10th, Tuesday the 
llth, Wednesday the 12th, and Thursday the 13th. That is 
my recollection. 

Q. That is correct, is it not?—A. That is my recollection. 

Q. Who was with you at the time you called at the cham- 
bers of the judge in answer to the telephone message from 
the secretary?—A. Mr. Thelen, Mr. Marrin, and I. 

Mr. ASHURST. Mr. President, I respectfully suggest to 
the honorable managers and the honorable attorneys on 
the part of the respondent that we would be willing to take 
a recess of the court at this time. 

The PRESIDING OFFICER. Does the Senator from Ari- 
zona so move? 

Mr. ASHURST. I move that the Senate sitting as a Court 
of Impeachment take a recess until 11 o’clock tomorrow 
morning, and that the Senate proceed to the consideration 
of legislative business. 
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The PRESIDING OFFICER. The Senator from Arizona 
moves that the Senate sitting as a Court of Impeachment 
take a recess until 11 o’clock tomorrow morning and that 
the Senate proceed to the consideration of legislative 
business. 

The motion was agreed to; and (at 5 o’clock and 30 min- 
utes p.m.) the Senate sitting as a Court of Impeachment 
took a recess until 11 o’clock am. Tuesday, May 16, 1933. 

EXECUTIVE SESSION 

Mr. ROBINSON of Arkansas. I move that the Senate 
proceed to the consideration of executive business. 

The motion was agreed to; and the Senate proceeded to 
the consideration of executive business. 

EXECUTIVE MESSAGES REFERRED 

The VICE PRESIDENT laid before the Senate several 
messages from the President of the United States submit- 
ting nominations, which were referred to the appropriate 
committees. 

(For nominations this day received, see the end of Senate 
proceedings.) 

REPORTS OF COMMITTEES 

The VICE PRESIDENT. Reports of committees are in 
order. 

Mr. STEPHENS, from the Committee on the Judiciary, 
reported back favorably the nomination of Francis A. Gar- 
recht, of Washington, to be United States circuit judge, 9th 
circuit, to succeed Frank H. Rudkin, deceased. 

Mr. TRAMMELL, from the Committee on Naval Affairs, 
reported back favorably sundry nominations for promotion 
in the Navy. 

The VICE PRESIDENT. The nominations will be placed 
on the calendar. : 

Are there further reports of committees? If not, the cal- 
endar is in order. 

THE CALENDAR—UNDER SECRETARY OF THE TREASURY 

The Chief Clerk read the nomination of Dean G. Acheson, 
of Maryland, to be Under Secretary of the Treasury. 

Mr. McNARY. Mr. President, when the Senate adjourned 
on Friday the Senator from Michigan [Mr. Couzens] was in 
the middle of a speech in connection with this nomination. 
I should not want to proceed with it in his absence. 

Mr. HARRISON. Mr. President, may I say to the Sena- 
tor from Oregon that I have talked with the Senator from 
Michigan, and I told him I did not think this matter would 
come up this afternoon. He has left the Chamber; so let 
the nomination be passed over for the present, with the 
hope that tomorrow we can have an executive session and 
take up the matter and dispose of it. 

Mr. ROBINSON of Arkansas. I ask that the nomination 
be passed over, and that the clerk proceed with the call of 
the calendar. 

The VICE PRESIDENT. Without objection, that order 
will be made. 

FOREIGN AND DIPLOMATIC SERVICE 


The Chief Clerk read the nomination of Dave Hennen 
Morris, of New York, to be Ambassador Extraordinary and 
Plenipotentiary to Belgium, also Envoy Extraordinary and 
Minister Plenipotentiary to Luxembourg. 

The VICE PRESIDENT. Without objection, the nomina- 
tion is confirmed. 

The Chief Clerk read the nomination of George Bliss Lane 
to be secretary, Diplomatic Service. 

The VICE PRESIDENT. Without objection, the nomina- 
tion is confirmed. 

GOVERNOR OF PUERTO RICO 

The Chief Clerk read the nomination of Robert Hayes 
Gore, of Florida, to be Governor of Puerto Rico. 

The VICE PRESIDENT. Without objection, the nomina- 
tion is confirmed. 

MARINE CORPS 

The Chief Clerk read the nomination of Edgar G. Kirk- 

patrick to be captain in the Marine Corps. 
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The VICE PRESIDENT. Without objection, the nomina- 
tion is confirmed. 

The Chief Clerk read the nomination of Bernard H. Kirk 
to be first lieutenant in the Marine Corps. 

The VICE PRESIDENT. Without objection, the nomina- 
tion is confirmed. 


FEDERAL RESERVE BOARD 


The Chief Clerk read the nomination of Eugene R. Black, 
of Georgia, to be a member of the Federal Reserve Board 
for the unexpired portion of the term of 10 years from 
August 10, 1928. 

The VICE PRESIDENT. Without objection, the nomina- 
tion is confirmed. 

THE ARMY 


The Chief Clerk proceeded to read sundry nominations in 
the Army. 

Mr. LA FOLLETTE. I ask unanimous consent that these 
routine Army nominations may be confirmed en bloc. 

The VICE PRESIDENT. Without objection, the nomi- 
nations are confirmed en bloc. 

There being no objection, the nominations were confirmed 
en bloc. 

Mr. RZED. There are two nominations of general offi- 
cers that are not routine matters. 


REAPPOINTMENT IN THE OFFICERS’ RESERVE CORPS 


The Chief Clerk read the nomination of John Ross Dela- 
field to be brigadier general, Ordnance Department Reserve. 

The VICE PRESIDENT. Without objection, the nomi- 
nation is confirmed. 


APPOINTMENT IN THE OFFICERS’ RESERVE CORPS 


The Chief Clerk read the nomination of Edward Caswell 
Shannon to be major general, Reserves. 

The VICE PRESIDENT. Without objection, the nomi- 
nation is confirmed. 


GREAT LAKES-ST. LAWRENCE WATERWAY TREATY 


Mr. LONG. Mr. President, while we are in executive 
session, I wonder if we cannot get the St. Lawrence Waterway 
Treaty taken off the calendar, so that we will not have to 
watch it every day. Nearly everybody in the Senate is 
against it, but there is danger of its going over some day 
because of all of us not being here. Would there be any 
objection to its being eliminated from the calendar for the 
time being, so that we will not have to worry around here 
and watch it all the time? I should like to move that it be 
eliminated from the calendar until it is restored by motion. 

Mr. VANDENBERG. There would be rather violent ob- 
jection, I fear. 

Mr. President, while we are on the subject, and pursuant 
to a rather familiar Senate custom, I should like to an- 
nounce that at the first legislative or executive session when 
there is time I shall ask to be recognized for the purpose 
of laying before the Senate the argument in behalf of the 
St. Lawrence Treaty; and I hope that may be done at an 
early day this week. 


NOTIFICATION TO THE PRESIDENT 


Mr. GEORGE. Mr. President, I ask unanimous consent 
that the President be notified of the confirmations this day 
made, especially of Mr. Eugene R. Black, of Georgia, as a 
member of the Federal Reserve Board. 

Mr. McNARY. Mr. President—— 

Mr. GEORGE. May I explain to the Senator from Oregon 
that the reason why the request is made is that I am advised 
that there is not at present in office a necessary quorum of 
the Federal Reserve Board. For that reason it is highly 
desirable that the President be notified of Mr. Black’s con- 
firmation, so that there may be a quorum actually in office 
and ready to function. 

Mr. McNARY. Mr. President, I always like to accom- 
modate the able Senator from Georgia; but many Members 
of the Senate have requested that procedure of this kind 
not be had, and that we follow the usual rule. Therefore, 
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while I know this is a very important matter, I should like 
to have it go over until tomorrow. 

The VICE PRESIDENT. Objection is made. 

The Senate resumed legislative session. 


EXTENSION OF GASOLINE TAX 


The VICE PRESIDENT laid before the Senate the action 
of the House of Representatives disagreeing to the amend- 
ments of the Senate to the bill (H.R. 5040) to extend the 
gasoline tax for 1 year, to modify postage rates on mail mat- 
ter, and for other purposes, and requesting a conference 
with the Senate on the disagreeing votes of the two Houses 
thereon. 

Mr. HARRISON. I move that the Senate insist on its 
amendments, agree to the request of the House for a confer- 
ence, and that the Chair appoint the conferees on the part 
of the Senate. 

The motion was agreed to; and the Vice President ap- 
pointed Mr. Harrison, Mr. KINd, Mr. GEORGE, Mr. REED, and 
Mr. Couzens conferees on the part of the Senate. 


REGULATION OF BANKING 


Mr. GLASS. Mr. President, I move that the Senate pro- 
ceed to the consideration of Senate bill 1631. 

Mr. LA FOLLETTE. Mr. President, what is the motion? 

Mr. GLASS. That the Senate proceed to the considera- 
tion of the bank bill. 

The VICE PRESIDENT. The clerk will state the title of 
the bill for the information of the Senate. 

The CHIEF CLERK. A bill (S. 1631) to provide for the 
safer and more effective use of the assets of Federal Reserve 
banks and of national banking associations, to regulate in- 
terbank control, to prevent the undue diversion of funds into 
speculative operations, and for other purposes. 

The VICE PRESIDENT. The question is on the motion 
of the Senator from Virginia. 

Mr. McNARY. Mr. President, I assume that a motion to 
take up this bill will be made tomorrow. To be very frank, 
indeed, with the Senator from Virginia, I have called a con- 
ference of Republican Members for tomorrow to discuss the 
bill, and I should not want it made the unfinished business 
this afternoon. The Senator will have a perfect right, in 
due course tomorrow, to move to take it up. At this time 
I shall have to object. 

Mr. GLASS. I am not disposed to press the motion, in 
view of the statement of the Senator from Oregon. 


RECESS 


Mr. ROBINSON of Arkansas. Mr. President, I move that 
the Senate take a recess until the conclusion of the sitting 
of the Court of Impeachment on tomorrow. 

The VICE PRESIDENT. The question is on the motion 
of the Senator from Arkansas. 

The motion was agreed to; and (at 5 o’clock and 38 min- 
utes p.m.) the Senate took a recess until the conclusion of 
the proceedings of the Senate sitting as a Court of Im- 
peachment on tomorrow, Tuesday, May 16, 1933, the hour 
of meeting of the Senate sitting as a Court of Impeachment 
being 11 o’clock a.m. 


NOMINATIONS 
Executive nominations received by the Senate May 15, 1933 
COMMISSIONER OF THE GENERAL LAND OFFICE 
Fred W. Johnson, of Wyoming, to be Commissioner of the 
General Land Office. 
COMMISSIONER OF PATENTS 
Conway P. Coe, of Maryland, to be Commissioner of Pat- 
ents, vice Thomas E. Robertson. 
UNITED STATES MARSHAL 


Al W. Hosinski, of Indiana, to be United States marshal, 
northern district of Indiana, to succeed Emmett O. Hall, 
term expired. 
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CONFIRMATIONS 
Executive nominations confirmed by the Senate May 15, 1933 
AMBASSADOR EXTRAORDINARY AND PLENIPOTENTIARY AND ENVOY 
EXTRAORDINARY AND MINISTER PLENIPOTENTIARY 

Dave Hennen Morris to be Ambassador Extraordinary and 
Plenipotentiary to Belgium, also Envoy Extraordinary and 
Minister Plenipotentiary to Luxembourg. 

SECRETARY IN THE DIPLOMATIC SERVICE 


George Bliss Lane to be secretary in the Diplomatic 
Service. 


MEMBER OF THE FEDERAL RESERVE BOARD 


Eugene R. Black to be a member of the Federal Reserve 
Board. 
GOVERNOR OF PUERTO Rico 


Robert Hayes Gore to be Governor of Puerto Rico. 
APPOINTMENT, BY TRANSFER, IN THE REGULAR ARMY 


Capt. Desmond O’Keefe to Judge Advocate General’s De- 
partment. 

Second Lt. Christian Gotthard Nelson to Field Artillery. 

First Lt. William Frank Steer to Infantry. 

Capt. Thomas Jefferson Davis to Adjutant General’s De- 
partment. 

rai John Alexander Klein to Adjutant General’s Depart- 
ment. 

Second Lt. Daniel Fulbright Walker to Field Artillery. 

Capt. John Sutherland Claussen to Quartermaster Corps. 

Capt. James Brian Edmunds to Quartermaster Corps. 


PROMOTIONS IN THE REGULAR ARMY 


Orrin Leigh Grover to be first lieutenant, Air Corps. 
Frederick Almyron Prince to be lieutenant colonel, Field 
Artillery. 
Russell Gilbert Barkalow to be major, Field Artillery. 
Arthur Lee Shreve to be captain, Field Artillery. 
George Raymond Connor to be captain, Infantry. 
Harry Forrest Townsend to be first lieutenant, Coast Artil- 
lery Corps. 
Francis Scoon Gardner to be first lieutenant, Field Artil- 
lery. 
William Arden Alfonte to be colonel, Infantry. 
John Mather to be lieutenant colonel, Ordnance Depart- 
ment. 
Gerald Howe Totten to be major, Quartermaster Corps. 
Ralph William Mohri to be first lieutenant, Veterinary 
Corps. 
Daniel Andrew Nolan to be colonel, Infantry. 
George William Carlyle Whiting to be lieutenant colonel, 
Infantry. 
William Fred Riter to be major, Quartermaster Corps. 
Herbert Warren Hardman to be major, Quartermaster 
Corps. 
John Dillard Goodrich to be major, Quartermaster Corps. 
Laurence Daly Talbot to be captain, Quartermaster Corps. 
Newman Raiford Laughinghouse to be captain, Air Corps. 
John Paul Dean to be captain, Corps of Engineers. 
Patrick Henry Timothy, Jr., to be captain, Corps of En- 
gineers. 
Hugh John Casey to be captain, Corps of Engineers. 
Patrick Henry Tansey to be captain, Corps of Engineers. 
Hans Kramer to be captain, Corps of Engineers. ; 
Albert Gordon Matthews to be captain, Corps of En- 
gineers. 
Amos Blanchard Shattuck to be captain, Corps of En- 
gineers. 
Leland Hazelton Hewitt to be captain, Corps of Engineers. 
Forester Hampton Sinclair to be first lieutenant, Field 
Artillery. 
Walter Morris Johnson to be first lieutenant, Infantry. 
Harold Stanley Isaacson to be first lieutenant, Field Artil- 
lery. 
Willis Webb Whelchel to be first lieutenant, Field Artil- 
lery. 
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Albert Harvey Dickerson to be first lieutenant, Infantry. 
Leander LaChance Doan to be first lieutenant, Cavalry. 
Arthur Edwin Solem to be first lieutenant, Field Artillery. 
Theodore Kalakuka to be first lieutenant, Cavalry. 
Charlie Wesner to be first lieutenant, Field Artillery. 
Henry Magruder Zeller, Jr., to be first lieutenant, Cavalry. 
Orville Melvin Hewitt to be first lieutenant, Infantry. 
Harry Rex MacKellar to be lieutenant colonel, Medical 
Corps. 
William Richard Arnold to be chaplain with the rank of 
lieutenant colonel. 


REAPPOINTMENT IN THE OFFICERS’ RESERVE CORPS 


John Ross Delafield to be brigadier general, Ordnance 
Department Reserve. 


APPOINTMENT IN THE OFFICERS’ RESERVE CORPS 
Edward Caswell Shannon to be major general, Reserve. 
PROMOTIONS IN THE Navx ' 
MARINE CORPS 


Edgar G. Kirkpatrick to be captain. 
Bernard H. Kirk to be first lieutenant. 


HOUSE OF REPRESENTATIVES 


Monpbay, MAY 15, 1933 


The House met at 12 o’clock noon. 
The Chaplain, Rev. James Shera Montgomery, D.D., 
offered the following prayer: 


We thank Thee, merciful Father, that with the birth of 
each day there comes the breath of freshness and life, full 
of wonder and growth to be revealed, and thus we know 
that all is well. By our fellowship in this Chamber may 
our ministeries be helpful and our characters made stronger 
and nobler and purer. With all this world about us with its 
ebbs and tides, may we learn to know Thee in the hidden 
places of our breasts. Give us the heart, O God, to lift all 
labor above drudgery into a blessed, patient service. Bless 
us all with rejoicing and with the assurance of this day. 
At evening time, when its veil has begun to thicken, may we 
be conscious that we have put no cloud upon it and that our 
shadow has been love, our speech music, and our step a 
benediction. Through Jesus our Savior. Amen. 


The Journal of the proceedings of Friday, May 12, 1933, 

was read and approved. 
MESSAGE FROM THE SENATE 

A message from the Senate, by Mr. Horne, its enrolling 
clerk, announced that the Senate had passed with amend- 
ments in which the concurrence of the House is requested, a 
bill of the House of the following title: 

H.R. 5040. An act to extend the gasoline tax for 1 year, 
to modify postage rates on mail matter, and for other 
purposes. 


The message also announced that the Senate had ordered | Bak 


that Mr. Townsenp be appointed a member of the com- 
mittee of conference on the part of the Senate on the dis- 
agreeing votes of the two Houses on the amendments of 
the Senate to the bill of the House (H.R. 5480) entitled 
“An act to provide full and fair disclosure of the character 
of securities sold in interstate and foreign commerce and 
through the mails, and to prevent frauds in the sale thereof, 
and for other purposes.” 

The message also announced that the Senate insists upon 
its amendment to the bill (H.R. 5390) entitled “An act mak- 
ing appropriations to supply deficiencies in certain appro- 
priations for the fiscal year ending June 30, 1933, and prior 
fiscal years, to provide supplemental appropriations for the 
fiscal years ending June 30, 1933, and June 30, 1934, and for 
other purposes”, disagreed to by the House; agrees to the 
conference asked by the House on the disagreeing votes of 
the two Houses thereon, and appoints Mr. Brarron, Mr. 
Glass, Mr. McKetiar, Mr. Hate, and Mr. Keyes to be the 
conferees on the part of the Senate. 
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The message also announced that the Senate had passed 
a joint resolution of the following title, in which the con- 
currence of the House is requested: 

S. J Res. 50. Joint resolution designating May 22 as Na- 
tional Maritime Day. 


MUSCLE SHOALS 


Mr. McSWAIN. Mr. Speaker, by direction of a majority of 
the conferees on the part of the House, I present a confer- 
ence report upon the bill (H.R. 5081) to provide for the 
common defense; to aid interstate commerce by navigation; 
to provide flood control; to promote the general welfare by 
creating the Tennessee Valley Authority; to operate the 
Muscle Shoals properties; and to encourage agricultural, 
industrial, and economic development, for printing under 
the rule. 

SUSPENSIONS 
The SPEAKER. This is suspension day. 


CONFERRING DEGREE OF BACHELOR OF SCIENCE UPON GRADUATES 
OF NAVAL ACADEMY 


Mr. VINSON of Georgia. Mr. Speaker, I move to suspend 
the rules and pass the bill (S. 753) to confer the degree of 
bachelor of science upon graduates of the Naval Academy, 
which I send to the desk and ask to have read. 

The Clerk read as follows: 

Be it enacted, etċ., That the Superintendents of the United 
States Naval Academy, the United States Military Academy, and 
the United States Coast Guard Academy may, under such rules 
and regulations as the Secretary of the Navy, the Secretary of 
War, and the Secretary of the Treasury may prescribe, confer the 
degree of bachelor of science upon all graduates of their respective 
academies. 

The SPEAKER. Is a second demanded? 

Mr. BLANTON. Mr. Speaker, I demand a second. : 

Mr. VINSON of Georgia. Mr. Speaker, I ask unanimous 
consent that a second be considered as ordered. 

The SPEAKER. Is there objection? 

There was no objection. 

The SPEAKER. The gentleman from Georgia is entitled 
to 20 minutes and the gentleman from Texas to 20 minutes. 

Mr. BLANTON. Mr. Speaker, this is a most important 
matter, while it looks trivial. I think the Membership of 
the House ought to be here during the discussion. I make 
the point of order that there is no quorum present. 

The SPEAKER. The Chair will count. [After counting.] 
One hundred and twenty-six Members present, not a 
quorum. 

Mr. BYRNS. Mr. Speaker, I move a call of the House. 

The motion was agreed to. 

The doors were closed. 

The Clerk called the roll, and the following Members 
failed to answer to their names: 


[Roll No. 41] 
Almon wW Kennedy, N.Y. Rudd 
Andrew, Mass. Ditter Kenney Seger 
Andrews, N.Y. Dondero Kerr Shannon 
Auf der Heide Driver Lea, Calif. Strovich 
ewell Eaton Lee, Mo. Snell 

Blerman Edmonds Lehlbach Somers, N. T. 

Evans Lewis. Colo Stokes 
Boland Fitzgibbons Lindsay Stubbs 
Boylan Focht Studley 
Brand Fulmer McGugin van 
Brooks Gavagan ers, 

Gifford Sutphin 
Buckbee Goldsborough Maloney, Conn. 
Cannon, Wis. Granfield in 
Celler Hancock, N.Y. Mead Underwood 
Claiborne lan Montague Waldron 
Clark, N.C. oynihan Weideman 
Connery Hildebrandt Muldowney Wigglesworth 
Cooper, Ohio Hollister Oliver, N.Y. Williams 
Co: r misano Withrow 
Cox Johnson, Okla. Parker, Ga. Wolfenden 
Culkin Kee Reed, N.Y. Wood, Mo. 
Cullen Kennedy, Md. Reid, Ill. Young 


The SPEAKER. Three hundred and thirty-nine Mem- 
bers have answered to their names, a quorum. 

Mr. BYRNS. Mr. Speaker, I move to dispense with fur- 
ther proceedings under the call. 

The motion was agreed to. 

The doors were opened. 
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Mr. VINSON of Georgia. Mr. Speaker, for the benefit of 
the Members who came in after this motion to suspend the 
rules was made, I think it is important to call attention to 
the nature of the measure now before us for consideration. 
I have moved to suspend the rules and pass a bill which 
will confer upon the boys who graduate at West Point, at 
the Naval Academy, and at the Coast Guard Academy the 
degree of bachelor of science. This does not entail any cost 
whatever to the Government. When a boy graduates at 
either one of these academies today he receives nothing but 
a diploma. The purpose of this measure is to give to each 
one of them who passes his examination the degree of 
bachelor of science. That is all the bill does, nothing more 
and nothing less. 

I yield 5 minutes to the gentleman from South Carolina 
[Mr. McSwarn], the chairman of the Committee on Mili- 
tary Affairs. 

Mr. McSWAIN. Mr. Speaker, the proposal here is to 
amend the bill reported by the Committee on Naval Affairs 
by substituting for it the language of a bill introduced by 
the gentleman from Minnesota [Mr. Knutson] and referred 
to the Committee on Military Affairs, seeking to confer the 
degree of bachelor of science upon the graduates of all three 
of the academies, the Military Academy, the Naval Acad- 
emy, and the Coast Guard Academy. The advantage to the 
graduates of these academies, if that be done, is that those 


` who will not be commissioned in the service for which they 


are being trained—and there will be many in that group 
because of the necessity for economy—will find, when they 
go into private life to seek perhaps to continue their profes- 
sional studies, in universities and colleges, it will be an ad- 
vantage to have actually a legally conferred degree of 
bachelor of science. 

In my humble judgment the conferring of this degree 
upon these graduates is amply justified by the course of 
instruction given in these institutions. I happen to know 
from long contact something about the course of study 
required in private, denominational, and State institutions 
for the degree of bachelor of science. I know something, 
also, about the courses of study relating to scientific sub- 
jects prescribed by these three academies in question. I 
say with complete confidence, with the course of study, 
thoroughness of instruction, and the comprehension of 
scientific subjects involved, that the graduates of these 
academies are undoubtedly entitled to academic honors 
equal to the graduates of most of the private, denomina- 
tional, and State institutions now conferring that degree. 
Therefore it is no entrenchment upon academic circles, it 
is no invasion of academic honors to give this. It will be 
of convenience to the graduates, and it will not involve 
one dollar of expenditure from the Treasury. I cannot see 
any just reason why this should not be done. 

Mr. HASTINGS. Mr. Speaker, will the gentleman yield? 

Mr. McSWAIN. Yes. 

Mr. HASTINGS. How does the course of study at the 
Coast Guard Academy compare with the course of study 
at West Point and Annapolis? 

Mr. McSWAIN. While it is true that perhaps the course 
of study at the Coast Guard Academy is not as far ad- 
vanced in certain subjects, particularly what we might term 
the liberal arts, and perhaps not quite so thorough, yet 
even the course at the Coast Guard Academy and its 
thoroughness is, in my judgment, equal to the course of 
study prescribed in some of the institutions in the gen- 
tleman’s State and in my State which do now confer the 
degree of bachelor of science. 

Mr. HASTINGS. Is it a 4-year course at the Coast 
Guard Academy? 

Mr. McSWAIN. Oh, yes. 

Mr. HASTINGS. And do they require an examination to 
enter, like Annapolis and West Point? 

Mr. McSWAIN. Exactly. They have certain minimum 
standards of education for entrance, and of course after 
they come in the course is very thorough. 

Mr. KNUTSON. Will the gentleman yield? 

Mr. McSWAIN. I yield. 
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Mr. KNUTSON. The question has been raised with ref- 
erence to the Coast Guard course of study. The only dif- 
ference between the curriculum in the Coast Guard and the 
Naval Academy is that the Naval Academy gives higher gun- 
nery. It would seem that at this particular time, when per- 
haps half the graduates of these academies will go out into 
private life, it would assist them materially. For instance 
some of them would engage in teaching if they would give 
them a degree. It would not cost the Government a cent if 
this bill is passed. 

Mr. BLANTON. Mr. Speaker, where did Professor KNUT- 
son get all that information? 

Mr. McSWAIN. The gentleman from Minnesota has been 
in contact evidently with some other gentleman of great 
intelligence like himself. 

I think this legislation is entirely justified. It costs noth- 
ing. It will be a great convenience to these graduates who 
do not go into the services, and I favor the legislation. 

The SPEAKER. The time cf the gentleman from South 
Carolina [Mr. McSwarn] has expired. 

Mr. VINSON of Georgia. Mr. Speaker, I ask the gentle- 
man from Texas [Mr. BLANTON] to use some of his time. 

Mr. BLANTON. Mr. Speaker, I yield myself 5 minutes. 

Mr. Speaker, probably I shall be the only Member here 
who will vote against this bill. Nevertheless, I shall vote 
against it, even if I stand up alone, because I am convinced 
that it is not a wise governmental policy. I am as good a 
friend of the midshipmen at Annapolis and of the cadets 
at West Point and of the Coast Guard, as is any other 
Member of this House. I have been just as active for them 
and just as sympathetic with their work and their problems 
as any other colleague. It so happens that one of my 
appointees at Annapolis came from one of the poorest 
families in the United States, and yet he was the first honor 
man in his graduation class at Annapolis. 

I am not seeking to do an injustice to any of those men. 
I want to do them absolute justice, but at the same time I 
want to do justice to all the other thousands of thousands 
of young men all over the United States. And I want to do 
justice to all of the institutions of learning in the United 
States. 

The trouble with this Nation today is due, more than 
anything else, to the fact that Congress has been voting 
“yes” to too many bills of this kind. Congress has been 
passing measures without giving them serious thought. 
Things are continually brought up here and passed by 
unanimous consent. Members cannot see “ where they will 
do any harm and they vote “yes”, and the bill is passed, 
and the country suffers on account of it. I think at this 
time, more than at any other period in our history, we ought 
to hesitate before passing these pet schemes that are con- 
tinually brought up here to favor particular classes. 

The boys who get to go to the United States Naval Acad- 
emy at Annapolis and to the Coast Guard Academy and to 
the United States Military Academy at West Point are 
favored over all of the other boys in the United States. 
They get their appointments and their examinations free. 
Other boys going to other colleges have to pay to be exam- 
ined. Our cadets are paid their expenses up to these acade- 
mies. It does not cost them one penny. Other boys have 
to pay their way to their schools. Our cadets are granted 
hospital service, free nurses, free doctors, and free medicine. 
All other boys going to other schools must pay for these 
services. Our cadets are given a full course of study at 
these Government academies, with splendid training, a 
course that other boys must work hard at night for and pay 
for themselves. In addition, our cadets are allowed at 
Annapolis $780 a year allowance and, in addition to that, 
75 cents commuted ration allowance per day. At West 
Point they are given $800 a year allowance and also com- 
muted ration allowance of 75 cents a day. In the Coast 
Guard they are given $780 a year allowance and also com- 
muted ration allowance of 75 cents a day. And when they 
graduate they have usually about $1,000 to their credit, be- 
sides 4 full years of training and education. Other Ameri- 
can boys have nothing left but to start life flat broke. When 
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our cadets graduate they get a diploma from Annapolis, they 
get a diploma from West Point, and they get a diploma 
from the Coast Guard. Is that not sufficient? Why should 
they want something else? It is because they will need it 
in the commercial world. It is not fair to the thousands of 
boys in every State who have to work their way through 
universities, who have to study hard at night, who often even 
have to wait on the table in a menial position in dining 
rooms to pay their way through college and get their degree. 

It is not fair to them if you give our cadets this diploma 
from these institutions and then confer upon them the 
degree of bachelor of science. It is not treating the other 
boys fair. It gives our cadets an advantage over all of the 
other boys of this country. They can say, “I have a 
bachelor of science degree and I also have a diploma from 
the military establishment at West Point”, or they can say, 
“I have a diploma from the Naval Academy at Annapolis 
and a degree of bachelor of science. You should prefer me 
over these other boys from Columbia, from Michigan Uni- 
versity, from Chicago University, from Leland Stanford, 
from Princeton, Yale, and Harvard. You should prefer me, 
forsooth, because I have two degrees. I have a diploma 
from the academy and I have the degree of bachelor of 
science.” Why should we do that for our cadets? 

Mr. BRITTEN. Will the gentleman yield? 

Mr. BLANTON. As my time is so very limited, I want 
my friend to get his time from the gentleman from Georgia 
(Mr, VNSONI. 

Mr. BRITTEN. I do not want time, but we cannot hear 
what the gentleman is saying. Will the gentleman yield 
for a question? 

Mr. BLANTON. Certainly. 

Mr. BRITTEN. I may say to the gentleman from Texas 
that because his face has been turned that way most of 
the time we on this side of the Chamber do not know 
whether he is for or against this resolution. 

Mr. BLANTON. I did not think the few votes left on the 
Republican side mattered. So I was talking over here to 
our numerous Democrats. [Laughter.] I am going to come 
over to the gentleman’s side of the Chamber and talk in a 
minute. 

Mr. BRITTEN. Will the gentleman tell this side of the 
House whether he is for or against this resolution? 

Mr. BLANTON. I will do that in a minute, and I will not 
take it out of the gentleman’s time but will use my own. It 
is quite likely that I may be the only Member here who 
votes against this bill. But I am against it, and am going 
to vote against it. It is popular because all the cadets want 
it and their professors want it. But I am thinking of all of 
the rest of the American boys back home. 

[Here the gavel fell.] 

Mr. BLANTON. Mr. Speaker, I yield myself 2 more 
minutes. 

Mr. Speaker, the great trouble with all these admirals, 
Admiral BRITTEN, Admiral Vinson, and the various generals, 
General McSwatn and General HIL, is that they have been 
associating with admirals and generals so long they now 
think and speak their language. The retired admirals and 
generals have taken over the great commercial positions of 
life. Of these retired admirals and generals, drawing for life 
their retired pay as admirals and generals, many are holding 
positions with big corporations paying as high as $50,000 a 
year in the commercial enterprises of the United States. It 
is because of their prestige, if you please, they have gotten 
free from the Government. It is not fair to the other men 
and the other boys of the United States who have not been 
so favored by the Government. 

If you get an Army pay bill or a Navy pay bill and read it, 
you cannot tell what it means as to the emoluments they 
receive, but have to employ the services of an auditing expert 
to find out. Why, even Cart Vinson, our present great 
chairman of our great Naval Affairs Committee, a few min- 
utes ago could not even tell me what allowances these boys 
got, did not even know they got a commuted ration allow- 
ance. These Army and Navy pay bills are written in techni- 
cal language so no one outside the service can understand 
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them. The great trouble is they do not want to let Con- 
gressmen know what these bills mean; they do not want the 
public to know what they draw. 

I think we have done enough for these boys, and I do not 
think we ought to pass these bills. 

[Here the gavel fell.] 

Mr. BLANTON. Mr. Speaker, I reserve the balance of my 
time. 

Mr. VINSON of Georgia. Mr. Speaker, I yield 3 minutes 
to the gentleman from Arkansas [Mr. GLOVER]. 

Mr. GLOVER. Mr. Speaker, not more than 2 weeks ago 
I had the privilege of serving on a committee appointed by 
the President of the United States, by the Vice President, 
and by the Speaker of the House to visit Annapolis and make 
an inspection of that institution. 

I may say as one who has had some experience in teach- 
ing—I was a teacher myself for 10 years—that the Academy 
at Annapolis is one of the finest institutions of learning in 
the United States. It is thorough and is doing its work 
well. 

To my surprise when I went there I found a sad expression 
on the faces of a number of the pupils. Having studied 
there 4 years, and expecting to graduate this year, not 
knowing that Congress would pass the statute we recently 
did, they are naturally disappointed for they expected to be 
commissioned. We are responsible for the fact that we 
must pass this legislation. We passed an act which pro- 
vided that not more than half of those graduating could 
be commissioned. Half the class are now deprived of the 
opportunity of being commissioned and they will not receive 
a penny. More than that they will be turned out of the 
institution without any showing of the achievement they 
have made in the 4-year course of study. 

They are very anxious that at least this little courtesy 
be shown them by Congress. They want at least to have 
something to show for what they have accomplished in 
point of education. 

If my good friend the gentleman from Texas [Mr. 
Branton] should go over to Annapolis and associate with 
the 1,700 or more boys now there studying and marching to 
the tap of discipline, I do not think he would stand on this 
floor and oppose this measure of simple justice. 

Mr. BLANTON. I was over there the other day. I saw 
everything there that my friend from Arkansas witnessed. 
I conferred with all of my appointees there, and also had 
a pleasant visit with several officers. 

Mr. GLOVER. I do not believe the gentleman was there 
long enough to learn anything. [Laughter.] 

I imagine the gentleman from Texas went over there in 
order to be prepared to criticize this bill, because it would 
haye been the law now but for the gentleman from Texas, 
It passed the other body and came here last session of 
Congress. Unanimous consent was asked for its considera- 
tion, and the gentleman from Texas is the man who stopped 
its speedy passage. 

Mr. BLANTON. I stopped it because I thought it was 
unwise. Mr. Speaker, will the gentleman yield for a ques- 
tion? 

Mr. GLOVER. Yes. 

Mr. BLANTON. When the gentleman went to Annapolis 
did he pay his way? I paid all of my own expenses, when 
I went to Annapolis, just as I pay my own expenses when 
I check up other Government institutions. 

Mr. GLOVER. I may say to the gentleman that I paid 
my own hotel bills, $4 a day. [Applause.] 

I may further say to the gentleman that if he thinks he 
can make any money out of a 3-day trip over there to try 
it, then come back and count his money. [Laughter.] 

[Here the gavel fell.] 

Mr. VINSON of Georgia. Mr. Speaker, I yield 2 addi- 
tional minutes to the gentleman from Arkansas. 

Mr. GLOVER. Mr. Speaker, I certainly hope no man in 
this House will follow the leadership of the gentleman from 
Texas and vote against this bill. I do not believe there 
ought to be a vote against it in this House. I do not believe 
any man who would go to Annapolis and study the situation, 
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and realize what an efficient institution it is, would vote 
against this bill. 

This does not cost the Government 1 penny, not 1 penny, 
On the other hand it saves the Government money. 

If these men were commissioned they would go out and 
draw their pay as ensigns, but in this way they do not draw 
such pay. They. are just as capable and just as ready for 
service as if they had been given a commission and they 
can be called out at any time the Government wants them. 

I say this is a fine solution of the question, because the 
time may come when we will need to call out every one of 
these boys, and the degree which they are to get, bachelor 
of science, is no greater degree than they are entitled to. 
It is not a higher degree than that given by some of our 
universities or some of our colleges that are issuing such 
degrees now. I say this because I know what I am talking 
about. 

I do not know so much about the Coast Guard school, but 
I do know that the schools at Annapolis and West Point 
certainly reach the standard of bachelor of science in their 
teaching, and go much further than that. I certainly hope 
that this House will not slap these boys, who have stayed 
there and toiled and studied for 4 long years, in the face, 
when they thought they were to be given a commission. 
Let us at least say to these boys that they are entitled to 
the standard of efficiency and education that they have 
actually attained by hard study. [Applause.] 

Mr. BLANTON. Mr. Speaker, I yield 5 minutes to the 
gentleman from Oklahoma [Mr. McCuimric], who is a 
former chairman or ranking member of the Naval Affairs 
Committee. 3 

Mr. McCLINTIC. Mr. Speaker, I hope I may have the 
attention of the House for just a few minutes. I served long 
enough on the Naval Affairs Committee to learn that whem- 
ever they brought in a bill and said it did not cost the 
Government anything to immediately begin to hunt for the 
joker. 

On occasions prior to this I have called attention to the 
enormous cost of maintaining the Annapolis Academy in 
comparison with West Point. I venture to assert that we 
use over there three times as many employees as any other 
educational institution in the United States that has the 
same number of pupils. 

I do not say that I particularly object to this provision, but 
I want to tell you why it is being done. They know and 
you know that unless you can hold out some inducement to 
the boys who graduate that it will mean a decreased enroll- 
ment, and a decreased enrollment means a curtailment of 
expenditures. You may not know it, but I do, that the cost 
of the maintenance of this institution is practically as high 
as it was during the World War; and you know as well as I 
that we have so many Army and Navy officers in Washing- 
ton that in order to keep them from wearing out their right 
arms saluting each other there is an order to keep them 
from wearing uniforms; and you know further that prior to 
the World War we housed all of these officers in the State, 
War, and Navy Building, but now it takes about 10 acres of 
room to take care of the set-up. We have another set-up 
now, and if I could have my way I would send these officers 
out to the posts where they belong rather than haye them 
congregate here in Washington. 

I believe in economy at a time when the country is in a 
bad condition. I have no particular objection to giving 
these boys this kind of a degree; but as sure as you do this 
it means we have got to maintain these expensive set-ups in 
the future. So I feel it is my duty to bring these facts to 
the attention of the House and then let you do as you please. 

Mr. BLANTON. Mr. Speaker, I yield 2 minutes to the 
gentleman from Alabama [Mr. ALLGOOD]. 

Mr. ALLGOOD. Mr. Speaker, I think we are really doing 
the graduates of Annapolis and West Point an injustice by 
merely holding out to them the opportunity to get a little 
B.S. degree, when we promised them a commission, which 
means to them a job. That is what we promised them and 
this promise is wrong and we ought to correct it by reducing 
the scholarships, 
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This wrong should have been corrected in the bills as they 
came up this year. I had an amendment written out to be 
offered to the West Point provision of the bill when that 
appropriation bill was up for passage, but I was invited by 
President Roosevelt to go on the inspection trip to Muscle 
Shoals, Ala., and the bill was passed while I was away. 

We are graduating more men from these institutions than 
can be commissioned. What we need to do is to cut down 
on the number of men who can go there and thereby reduce 
the expenditures for these institutions. It is, to a certain de- 
gree, political favoritism. If we Members of Congress had 
to pay for these scholarships at Annapolis and West Point 
we would not do it, and yet we take credit for it back home 
85 enue that we sent so-and-so to Annapolis or to West 

oint. 

I think that in view of the fact that Congress has cut 
down on Government wages and on soldiers pensions, we 
ought to come along and economize in every possible way. 

I am bringing this point to your attention and to those 
who will be in charge of the bills for the Army and Navy 
at the next session of Congress, that if the number of 
cadets and midshipmen who are permitted to enter West 
Point and Annapolis are limited to the number that can be 
given commissions, it will cause a saving of approximately a 
million dollars a year at these institutions. 

Mr. BLANTON. Mr. Speaker, I yield 2 minutes to the 
gentleman from Minnesota [Mr. KNUTSON]. 

Mr. KNUTSON. Mr. Speaker, there seems to be some 
misapprehension on the part of the House as to the relative 
standings of these institutions. Several Members with 
whom I haye spoken were under the impression that the 
Coast Guard Academy has a 3-year course. Let me say 
that it was changed to a 4-year course 2 years ago, and 
the curriculum at the Coast Guard Academy is on all fours 
with the Naval Academy at Annapolis, saye in this one 
particular. At the Coast Guard Academy the students get 
more maritime and customs law than they do at the Naval 
Academy. They get more navigation and maritime law, 
while at the Naval Academy they get more instruction in 
higher gunnery. That is the only difference between the 
two. As far as the other qualifications are concerned they 
are practically identical to all intents and purposes. 

The reason for this legislation is this. Two years ago a 
young man graduated from the Naval Academy. He was 
not commissioned because of physical disability incurred in 
athletics at that institution. He applied for position as in- 
7 tis in mathematics at a high school in the Middle 

est. 

The faculty wanted to employ him as he was in every 
way competent, but found that they could not do so because 
he did not have a degree. 

Is there anyone here who will deny that a graduate of 
any of these academies is not fully qualified to teach mathe- 
matics in any form in any school? We are simply helping 
these boys who are not going to be commissioned. It is 
not going to help those who are commissioned, but it is 
going to help the boys who are not commissioned, because it 
will enable them to get positions in those institutions of 
og where they cannot now be employed without a 

egree. 

I fail to agree with the logic of the gentleman from Okla- 
homa. We are simply proposing to grant this degree to 
those boys who are not commissioned in order to help them 
make a living and be self-sustaining. [Applause.] 

[Here the gavel fell.] 

Mr. BLANTON. Mr. Speaker, I yield 2 minutes to the 
gentleman from Connecticut, Colonel Goss. 

Mr. GOSS. Mr. Speaker, I am not going to vote for H.R. 
2834 this morning because of the Coast Guard. 

The gentleman from Minnesota said that 3 years ago they 
had a 3-year course. Within the last few years they have 
buit a new Coast Guard station in my State. I do not 
think it is fair to give these boys a degree in the Coast 
Guard at the present time. I am for it for the Military 
Academy and the Naval Academy, but I am not for it for 
the Coast Guard. 
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Mr. VINSON of Georgia. Will the gentleman yield? 

Mr. GOSS. Yes. 

Mr. VINSON of Georgia. Does not my friend think that 
this is in the interest of economy and would be a wise thing 
to do, and not in the interest of the curriculum at all? 

Mr. GOSS. What is the reason for doing that? 

Mr. VINSON of Georgia. It is in the interest of economy. 

Mr. GOSS. If this bill included the Military Academy at 
West Point and the Naval Academy at Annapolis, only, I 
think the situation would be far different from what it is 
right here today. Until the Coast Guard matter is taken 
out, I hope the bill will be defeated. 

Mr. BLANTON. Mr. Speaker, I realize that this bill will 
pass. But if I am the only one to stand up, I shall vote 
against it. It is a most unwise measure. It is a bad gov- 
ernmental policy. It is unsound economically. 

I have done my duty in trying to stop it. The responsi- 
bility is upon the shoulders of those who vote for it. 

For my last appointment, last December, I had the Civil 
Service Commission hold a competitive examination in 
Texas in 12 cities in my district. Fifty-six high-school 
graduates were applicants for that appointment. That 
shows the great desire of the American youth to go to one 
of these free Government academies, where everything is 
furnished plus a handsome yearly allowance. 

Mr. LOZIER. Mr. Speaker, will the gentleman yield? 

Mr. BLANTON. I regret that I cannot just now, as my 
time is limited. When I conclude I will gladly yield. I ask 
gentlemen who intend to vote for this popular bill whether 
they are treating the other boys of the United States fairly 
when they do so. You are not carrying on any free Gov- 
ernment university of the first class for the other boys 
down at Graham, in Young County, or over in Benton 
County or in Wise County or in Throckmorton County, in 
my friend’s district—and I believe he asked for time to 
speak for this bill. What are you going to say to those 
other boys down in Texas who cannot go to Annapolis or to 
West Point? 

Mr. McFARLANE. I will tell the gentleman in a minute. 

Mr. BLANTON. How is the gentleman going to explain 
to them that when they go to a university to get a bachelor 
of science degree they have to pay everything—their own 
way—they have to pay to be examined, and they have to 
buy their own food and clothing and their own instruction 
and books, and they have to pay for their own doctors and 
nurses and medicines and hospitals; and then, if they can 
worry through the 4 years, they may get a degree. 

In this matter we are furnishing our cadets with their 
examinations free, with their traveling expenses to go to 
the academy from their homes, with their food and lodg- 
ing, and clothing and instruction and hospital treatment, 
doctors’ bills, nurses, medicines, and special training in 
social arts—everything free, and allowing them $780 a year 
for Annapolis and the Coast Guard and $800 for the Military 
Academy at West Point. When they graduate, all of them 
have about $1,000, more or less, to their credit. They are 
taught how to dance, just how they should put their arms 
around the girls, and are given a full course in social 
etiquette. But other American boys are denied all these 
privileges. Is that treating the other boys of the country 
fairly? Iam not for giving them more than their diploma. 

The Naval Academy was created for one purpose only, 
and that was to prepare and train naval officers for naval 
defense. The United States Military Academy at West 
Point was created to prepare Army officers for military de- 
fense, and the Coast Guard Academy is to prepare them for 
Coast Goard service. They are not academic institutions; 
they are military institutions, pure and simple. This whole 
idea of granting degrees was gotten up by a bunch of pro- 
fessors over here, not by the boys. These professors want to 
keep their personnel intact, and want to have their salaries 
raised; they want to have their teaching force increased; they 
want to retain the ones they already have there. As the gen- 
tleman from Oklahoma said, they are top heavy now in the 
teaching staff. They will say if you are going to confer 
bachelor of science degrees, you will have to give us the 
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necessary equipment so that our bachelor of science degree 
may be recognized by the colleges and universities of the 
country. 

Mr. LOZIER. Mr. Speaker, will the gentleman yield? 

Mr. BLANTON. Yes. 

Mr. LOZIER. Mr. Speaker, the gentleman speaks about 
the great number of applicants for these positions. Is that 
not because of economic conditions, because these boys have 
not the money to go to ordinary colleges and universities? 

Mr. BLANTON. No; not altogether. I had applications 
from them in war time, from boys 16 and 17 years old, who 
knew that they were going to be equipped for war purposes. 
I have had many applications every year. While I realize 
full well that there is no chance whatever to defeat this bill, 
I have done all within my power to stop it. I have done my 
full duty according to my judgment and conscience. 

Mr. VINSON of Georgia. Mr. Speaker, I yield the re- 
mainder of my time to the gentleman from Texas [Mr. 
MCFARLANE]. 

Mr. McPARLANE. Mr. Speaker, I was amused at the 
statement of my colleague from Texas [Mr. BLANTON], who 
seems to be so worried about the great cost involved in this 
measure and the degree that we are going to give to these 
boys who spend 4 years there making the fight of their life 
to finish at these wonderful schools. I know and you know 
that these schools are second to none in the world, and when 
a man has finished his work and completed his course at 
any one of these schools, he is on a parity, so far as educa- 
tion is concerned, with that received at any school in the 
world, especially from a scientific standpoint. My friend 
and colleague from Texas would have you believe that we 
should not grant them this degree. Let us examine that 
thought for a minute. A boy goes to the trade school. Do 
they turn him out without a degree? Certainly not. They 
give him a degree. The trade schools are all Nation-wide, 
mostly supported by taxpayers of the country. The same is 
true of our State colleges and universities. Do they turn 
boys out without a degree? Certainly, they do not. Why 
should we be unfair to the boys who fight the battle and 
attend our academies of the Army and the Navy schools? 

The gentleman would have you believe that we are doing 
too much for these boys in granting them the degree of 
bachelor of science, which they richly deserve. These schools 
are members of the American Association of Universities and 
Colleges. They are on a parity with any school in the coun- 
try. They do the work. There is no question about that. 
Then why should they not receive their proper recognition? 
This Congress is very largely responsible for this condition 
existing at this time. 

Mr. ZIONCHECK. Will the gentleman yield? 

Mr. McFARLANE. In just a moment. My time is very 
limited. If I have time after I finish, I will be glad to yield. 

This situation is due to a measure put through in the last 
Congress, and I understand my colleague was in a large way 
responsible for the 50-percent cut, and I understand 50 per- 
cent or thereabouts of these boys will go out into the world 
without receiving a commission. What do we find the situa- 
tion to be? 

If the business world knew what this Congress knows and 
what those familiar with the work of the academies know, 
this bill would not be necessary, but when one of the gradu- 
ates of those schools goes out into the business world to 
apply for a position they ask him, “ What degree do you 
hold?“ Or if he applies for a teaching position, they ask 
him, What degree do you hold?” He is forced to tell 
them, I do not have a degree. I have a diploma that shows 
Iam a graduate of this school.” In all fairness to the grad- 
uates of these schools I believe you will agree with me that 
we should support this bill. We ought to vote for it unani- 
mously, to keep faith with these boys. These boys are work- 
ing their way through school, working every minute of the 
day from dawn until dark, just as the boys are working their 
way through other schools. They work for every thing they 
get. Let us not break faith with those boys. In time of 
trouble we look to these boys to defend our country; certainly 
they are entitled to tHis little degree of consideration. Let 
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us vote for this bill and give them the degree they so richly The act of May 6, 1932 (Public, No. 122, 72d Cong.) 


deserve. 

Mr. HILL of Alabama. Will the gentleman yield? 

Mr. McFARLANE. I yield. 

Mr. HILL of Alabama. The truth is this bill has passed 
the Senate, and it has been favorably reported by the House 
Committee on Military Affairs, and the Naval Committee 
as well. 

Mr. McFARLANE. Unanimously. 

Mr. HILL of Alabama. If this Congress would vote down 
this bill today, it would be a reflection on the fine work of 
those young men in the academies. 

Mr. McFARLANE. That is exactly right. The gentleman 
is correct. 

Mr. COCHRAN of Missouri. Will the gentleman yield? 

Mr. McFARLANE. I yield. 

Mr. COCHRAN of Missouri. I agree with the purpose of 
the bill, but I think the gentleman has misstated a fact. 
The gentleman said these boys work their way through. 
They work to get through school, but the gentleman knows 
the United States Government, once he enters the school, 
takes care of that boy until he is discharged, and it does 
not cost him a 5-cent piece. 

Mr. McFARLANE. Perhaps the gentleman did not un- 
derstand my view of the situation. I say they worked every 
minute of the day during the curriculum, better qualifying 
themselves to carry on the work of the United States when 
they become officers and enter into the kind and character 
of work they are called upon to do. 

Mr. BRITTEN. Will the gentleman yield? 

Mr. McFARLANE. I yield. 

Mr. BRITTEN. There is being scattered about the House 
a copy of the bill, S. 753, and most of the Members 
are of the opinion that that is the bill to be voted upon. 
The fact of the matter is that it has been very materially 
amended, so as to include the Military Academy at West 
Point and the Coast Guard Academy. If most of us had 
an opportunity to do so, we would vote against including 
the Coast Guard Academy, because the Coast Guard Acad- 
emy is no school, never has been a school, comparable to the 
Military Academy or the Naval Academy. It is a 3-year 
course. 

Mr. McFARLANE. I only yielded for a short question. 

Mr. BRITTEN. I wanted the gentleman to make clear 
to the House that this bill, S. 753, is not being voted upon 
at all, but a substitute, where everything was stricken out 
but the enacting clause. 

Mr. McFARLANE. In answer to the gentleman, I think 
it is understood that the chairman of the committee, Mr. 
Vinson, has offered an amended bill, which provides that 
the graduates of these three schools, each of which has 4- 
year courses to do the work, are to receive this degree. They 
are doing the scientific work involved which qualifies them 
for the bachelor of science degree which they will receive, 
and they would receive that same degree if they did the 
same kind and character of work in any school of the United 
States. The requirements of these academies, I believe, 
meet the requirements of any school in the United States 
granting this degree. 

This bill if enacted into law will not cost the Government 
a penny. It merits your unanimous support. [Applause.] 

Under the amendment offered by Mr. Vryson, Chairman 
of the Naval Affairs Committee, all graduates of the United 
States Naval Academy, the United States Military Academy, 
and the Coast Guard Academy are to be entitled to receive 
the degree of bachelor of science. Under the present law 
graduates of these schools receive nothing but a diploma 
other than those fortunate graduates who are selected to 
the rank of ensign in the Navy or second lieutenant in the 
Army or ensign in the Coast Guard, which in 1933 and for 
several years in the future will likely not be more than 50 
percent of the graduating class of each school. 

The curriculums of the schools are on a parity with those 
of the leading engineering and technological schools of the 
country and are amply high and sufficient to warrant the 
granting of the bachelor of science degree to its graduates. 


authorizes the President to commission at least 50 percent 
of the graduates of these schools. It is anticipated that in 
June 1933, one half of the graduating class will receive com- 
missions and the other one half will have to go into civilian 
life. It is estimated that in future years about the same 
ratio of the graduating class will be unable to get a commis- 
sion. In addition to these there are each year several 
graduates who are required to resign on graduation by 
reason of physical defects or injuries received while in 
school, such as defective vision, broken teeth, etc. 

The degree of bachelor of science will be of great benefit 
to these graduates in civil life. Considering the entrance 
requirements and the curriculums in the different schools, 
these institutions as technical schools are comparable with 
our leading engineering schools which confer such degrees 
upon their graduates. Their courses are equal to 4-year 
college courses and are so considered by the universities and 
colleges to which their postgraduate students are sent. 

The diploma alone from these academies is assurance of 
ability and worth along lines of mental, physical, and char- 
acter development to those acquainted with the activities 
of the academies; but those graduates who leave the service 
will come in contact with many people unacquainted with 
these institutions and who will not place the value upon the 
diploma that it justly deserves. A degree of bachelor of 
science will materially assist such graduates in seeking em- 
ployment as well as their admission into schools of higher 
education. Such a degree will give graduates something to 
strive for when a commission is unlikely, and will without 
question raise the efficiency of these schools. 

The enactment of this legislation will result in no cost to 
the Government. 

Similar legislation was proposed by the Navy Department 
in the Seventy-second Congress. 

The following letters addressed to the Speaker of the 
House and the chairman of the committee from the Secre- 
tary of the Navy set forth the Navy Department’s views and 
favorable recommendation of this bill: 


Navy DEPARTMENT, 
Washington, November 26, 1932. 


The CHamMAN COMMITTEE ON NAVAL AFFAIRS, 
House of Representatives, Washington, D.C. 

My Dear Mr. Cuarnman: There is enclosed herewith a copy of a 
letter, together with a copy of a proposed bill to confer the 
degree of bachelor of science upon graduates of the Naval Academy, 
me day forwarded to the Speaker of the House of Representa- 

ves. 

Sincerely yours, 
C. F. ADAMS, 
Secretary of the Navy. 


Navy DEPARTMENT, 
Washington, November 26, 1932. 
The SPEAKER OF THE HOUSE OF REPRESENTATIVES, 
Washington, D.C. 

My Dear Mr. SPEAKER: I have the honor to transmit herewith a 
draft of bill to confer the degree of bachelor of science upon 
graduates of the Naval Academy. 

The act of May 6, 1932 (Public, No. 122, 72d Cong.), authorizes 
the President to commission as ensigns at least 50 percent of all 
future graduates of the Naval Academy. It is anticipated that in 
June 1933 one half of the graduating class only will receive their 
commissions, the remainder will have to go into civilian life. In 
future years it is probable that a number of each graduating class 
will be unable to get commissions as ensigns. In addition to these 
there are each year several graduates who are required to resign on 
graduation by reason of physical defects, such as defective vision. 

The degree of bachelor of science will be a great aid to these 
graduates in civil life. 

Considering the entrance requirements and the curriculum at the 
Naval Academy, that institution as a technical school is compar- 
able with our leading engineering schools which confer such de- 
grees upon their graduates. Its course is equal to a 4-year college 
course and is so considered by the universities and colleges to 
which its duate students are sent. 

The Naval Academy diploma alone is assurance of ability and 
worth along lines of mental, physical, and character development 
to those acquainted with the activities of the academy, but those 
graduates who leave the service will come in contact with many 
people unacquainted with that institution and who will not place 
the value upon the diploma that it justly deserves. A degree of 
bachelor of science will materially assist such graduates in seek- 
ing employment as well as their admission into schools of higher 
education. Such a degree will give these graduates something to 
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strive for when a commission is unlikely and will without question 
raise the efficiency of the Naval Academy. 

The enactment of this legislation will result in no cost to the 
Government. 

For the reasons stated, it is recommended that the proposed 
legislation be enacted. 

Sincerely yours, 
C. F. Apams, Secretary of the Navy. 

The SPEAKER. The time of the gentleman from Texas 
(Mr. MCFARLANE] has expired. 

All time has expired. 

The question is on the motion of the gentleman from 
Georgia (Mr. Vinson] to suspend the rules and pass the 
bill, as amended. 

The question was taken; and on a division (demanded by 
Mr. Branton) there were—yeas 211, noes 4. 

So, two thirds having voted in favor thereof, the rules 
were suspended and the bill, as amended, was passed. 

CHAMBER OF COMMERCE, COLUMBUS, OHIO 


Mr. LAMNECK. Mr. Speaker, I ask unanimous consent 
to extend my remarks in the Recorp by inserting a set of 
resolutions passed by the Columbus (Ohio) Chamber of Com- 
merce with reference to the work of Congress. 

The SPEAKER. Is there objection to the request of the 
gentleman from Ohio [Mr. LAMNECK]. 

There was no objection. 

Mr. LAMNECK. Mr. Speaker, under the leave to extend 
my remarks in the Recor» I include the following resolutions 
adopted by the Columbus (Ohio) Chamber of Commerce 
expressing confidence in President Roosevelt and pledging 
itself to help business and industry: 

Cotumsvus, OHIO, May 12, 1933. 

The Columbus Chamber of Commerce, by action of its board 
of directors, expresses complete confidence in President Roosevelt, 
appreciates fully the conditions which exist at this time in this 
country, appreciates the tremendous efforts on the part of the 
Government in this emergency, and reaffirms its desire to co- 


operate. 

The Columbus Chamber of Commerce fully recognizes the seri- 
ousness of unemployment in industry generally, and realizes also 
that industry should cure itself of the evils of unfair competition. 

The Columbus Chamber of Commerce heartily approves of 
President Roosevelt's plan of correcting these evils through in- 
dustry itself, and by trade associations, without projecting Gov- 
ernment into business further than it is necessary. 

The Columbus Chamber of Commerce, representing the business 
interests of this community, pledges itself to help industry and 
business in this area, to its trade associations for the 
purpose of correcting these evils and instituting these reforms, 
and for that purpose we stand ready and willing to assist the 
President in every possible way in his program to restore industry 
and relieve unemployment. 

Respectfully submitted. 
- THE COLUMBUS CHAMBER OF COMMERCE, 
CHARLES E. Nrxon, President. 
FrED D. CONNOLLEY, Executive Director. 


AMENDMENT OF BANK CONSERVATION ACT 


Mr. STEAGALL. Mr. Speaker, I call up Senate bill 1410, 
to amend section 207 of the Bank Conservation Act with re- 
spect to bank reorganizations, ahd ask for its immediate 
consideration. 

The Clerk read the title of the bill. 

Mr. STEAGALL. Mr. Speaker, I have submitted this 
unanimous-consent request purely in the interest of time, 
and the comfort and convenience of the House. 

I am going to explain what the bill does. 

In the emergency bank bill passed on the 9th day of 
March, I believe it was, provision was made setting up 
methods for the reorganization of closed banks. In that 
legislation the phrase “ National Banking Association” was 
used. It is found that some of the banks in the District of 
Columbia that were chartered under State laws do not come 
within the provisions of that legislation as embodied in 
section 207, in which the phrase “ National Banking Asso- 
ciation ” was used. The bill before us changes this language 
so as to substitute the word “banks” for the phrase Na- 
tional Banking Associations.” 

It will facilitate the reorganization of banks in Washing- 
on that embrace banks that were chartered under State 

Ws. 

Mr. BRITTEN. Mr. Speaker, will the gentleman yield for 
a question? 
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Mr. STEAGALL. I yield. 

Mr. BRITTEN. Of course, the bill, S. 1410, has not 
been printed. Therefore it is impossible to get a copy of 
the matter the gentleman desires to take up. 

Does it involve simply the change in language the gentle- 
man has indicated? 

Mr. STEAGALL. That is all. 

Mr. BRITTEN. So as to take care of certain banks in 
the District of Columbia. 

Mr. STEAGALL. That is the only thing there is in it, 
and that is the purpose of it. It was unanimously reported 
by the Senate Committee on Banking and Currency. It has 
been passed by the Senate. It was reported unanimously 
by the House Committee on Banking and Currency, and I 
am asking for consent to its consideration at the present 
time in the interest of saving time. 

Mr. MARTIN of Massachusetts. Have hearings been held 
on it by the Committee on Banking and Currency? 

Mr. STEAGALL. No hearings were thought necessary. 

Mr. MARTIN of Massachusetts. Has that committee 
acted upon it? 

Mr. STEAGALL. Yes. It was unanimously reported by 
the committee. It had passed the Senate. 

Mr. JENKINS. Mr. Speaker, will the gentleman yield for 
a question? 

Mr. STEAGALL. I yield. 

Mr. JENKINS. Inasmuch as the gentleman has another 
bill to come up under suspension of the rules from the same 
committee, would it inconvenience him if he deferred con- 
sideration of this bill until the gentleman from Massachu- 
setts [Mr. Luce], the ranking minority member of the com- 
mittee, can be present? 

Mr. MARTIN of Massachusetts. Mr. Speaker, I feel con- 
strained to object at this time because the minority repre- 
sentative is not here. I do not want to take upon my 
shoulders to permit the bill to go through without his seeing 
the bill at least. 

Mr. STEAGALL. I can assure the gentleman that the 
gentleman from Massachusetts [Mr. Luce] will not object to 
the passage of this bill. 

Mr. MARTIN of Massachusetts. Why not delay it a little? 
Why not call up the other bill and come back to this one 
later? 

Mr. STEAGALL. The bill was unanimously reported from 
the committee. Of course, we can take it up later. 

Mr. MARTIN of Massachusetts. Why not take up the bill 
H.R. 1415 and then come back to this one? By that time we 
will have had an opportunity to communicate with the 
gentleman from Massachusetts [Mr. Luce]. 

Mr. Speaker, I object. 

Mr. STEAGALL. Mr. Speaker, I move to suspend the 
rules and pass the bill, S. 1410, to amend section 207 of the 
Bank Conservation Act with respect to bank reorganization. 

The SPEAKER. Will the gentleman withhold his motion 
a moment? 

Mr. STEAGALL. Mr. Speaker, I withhold it. 

EXTENSION OF GASOLINE TAX AND MODIFICATION OF POSTAGE 
RATES 

Mr. DOUGHTON. Mr. Speaker, I ask unanimous con- 
sent to take from the Speaker’s table the bill (H.R. 5040) to 
extend the gasoline tax 1 year, modify postage rates on 
mail matter, and for other purposes, disagree to the Senate 
amendments, and ask for a conference. 

Mr. COLLINS. Mr. Speaker, reserving the right to ob- 
ject, the so-called “ Whittington amendment”, requiring 
power companies to pay the Federal tax on power used by 
consumers, was changed and rewritten in the Senate. Be- 
fore the House conferees yield from the position of the House 
on that amendment will the gentleman from North Carolina 
agree to bring this amendment back to the House for a 
separate vote? 

Mr. DOUGHTON,. As far as I am concerned personally, 
I am always pleased to have the House express itself upon 
any matter in which it is interested. I am perfectly willing 
to do this if it is agreeable to the other members of the 
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conference committee. As far as I am concerned, I have no 
objection. 

Mr. COLLINS. Will the gentleman assure the House of 
a vote on the Whittington amendment before the House 
conferees recede from the position of the House on that 
amendment? 

Mr. DOUGHTON. I do not know that I can go that far. 
A majority of the conference committee might not agree 
with me, but I will favor it, I may say to the gentleman 
from Mississippi. 

Mr. COLLINS. With the assurance that the gentleman 
will insist upon the House amendment, I withdraw my 
reservation of objection. 

Mr. MAPES. Mr. Speaker, reserving the right to object, 
it is utterly impossible for anyone 10 feet away from the 
gentleman from North Carolina to hear what he is saying. 
I think we ought to know a little about what is going on 
before we give unanimous consent to proceed. 

The SPEAKER. The gentleman from North Carolina 
asks unanimous consent to take from the Speaker’s table 
the bill (H.R. 5040) to extend the gasoline tax for 1 year, 
to modify postage rates on mail matter, and for other pur- 
poses, disagree to the Senate amendments, and ask for a 
conference. 

Is there objection? [After a pause.] The Chair hears 
none and appoints the following conferees: 

Messrs. DOUGHTON, Racon, SAMUEL B. HILL, TREADWay, and 
BACHARACH. 

Mr. MARTIN of Massachusetts. Mr. Speaker, I find that 
the minority membership of the Banking and Currency 
Committee is in favor of the bill S. 1410 and I therefore 
withdraw my objection. 

Mr. STEAGALL. Mr. Speaker, I ask unanimous consent 
for the present consideration of the bill (S. 1410) to amend 
section 207 of the Bank Conservation Act with respect to 
bank reorganizations. 

Mr. BRITTEN. Mr. Speaker, I reserve the right to ob- 
ject for the purpose of asking a question. The Chairman 
of the Banking and Currency Committee a few moments ago 
was understood, at least by me, to say that this slight change 
in the banking act is being presented in the interest of the 
banks of the District of Columbia. 

Mr. STEAGALL. Yes. 

Mr. BRITTEN. I have been told by a member of the 
gentleman’s committee that it applies to the banks through- 
out the United States. 

Mr. STEAGALL. Yes, it does; but it uses the word 
“ba-k as a substitute for National Banking Association“ 
in section 207 of the Emergency Act, which will make pos- 
sible the reorganization of banks in the District of Colum- 
bia, where they are ready to act today if this legislation is 
passc l. I have no such information at the moment, but 
probably there will be other instances where such situations 
may develop; but in any event the word “bank” will em- 
brace every purpose of the original legislation and will make 
possible the action that is so much desired in the District 
of Columbia now. 

Mr. BRITTEN. I am told that this legislation is also 
desired for the Cleveland, Ohio, banks. 

Mr. STEAGALL. That is probably true. 

Mr. BRITTEN. And will changing the words national 
banking association” to “bank” take in State banks? 

Mr. STEAGALL. Yes; that is the purpose of it—banks 
and trust companies everywhere and of all kinds. 

The SPEAKER. Is there objection to the request of the 
gentleman from Alabama? 

There was no objection. 

The Clerk read the Senate bill, as follows: 

Be it enacted, etc., That section 207 of the Bank Conservation 
Act is amended by striking out “national banking association” 
wherever it appears therein and inserting in lieu thereof the 
word “ bank.” 

The bill was ordered to be read a third time, was read 
the third time, and passed. 

On motion of Mr. SreacaLL, a motion to reconsider the 
vote by which the bill was passed was laid on the table. 
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REMOVAL OF CERTAIN LIMITATIONS ON NATIONAL BANKS 


Mr. STEAGALL. Mr. Speaker, in the interest of time, I 
am going to submit another unanimous-consent request. 

Mr. Speaker, I ask unanimous consent for the present 
consideration of the bill (S. 1415) to amend sections 5200 
and 5202 of the Revised Statutes, as amended, to remove 
the limitations on national banks in certain cases. 

The Clerk read the title of the bill. 

Mr. GOSS. Mr. Speaker, may we have the bill read? 

The Clerk read the Senate bill, as follows: 

Be it enacted, ete., That section 5200 of the Revised Statutes, 
as amended, is amended by adding at the end thereof the fol- 
lowing new ph: 

“(9) Obligations representing loans to any national banking 
association or to any banking institution organized under the 
laws of any State, or to any receiver, conservator, or superin- 
tendent of banks, or to any other agent, in charge of the business 
and property of such association or banking institution, when 
such loans are approved by the Comptroller of the Currency, 
shall not be subject under this section to any limitation based 
upon such capital and surplus.” 

Sec. 2. Section 5202 of the Revised Statutes, as amended, is 
8 by adding at the end thereof the following new para- 


graph: 

“Ninth. Liabilities incurred on account of loans made with 
the express approval of the Comptroller of the Currency under 
paragraph (9) of section 5200 of the Revised Statutes, as 


The SPEAKER. Is there objection to the request of the 
gentleman from Alabama? 

Mr. JENKINS. Mr. Speaker, I reserve the right to object, 
so I may ask the chairman of the committee or the ranking 
member on the Republican side to explain this bill. 

Mr. STEAGALL. Mr. Speaker, let me say that this bill 
removes the limitation of the national banking law which 
restricts loans in certain cases to 10 percent of the amount of 
capital and 10 percent surplus of the lending bank. The 
limitation is removed as to— 
loans to any national banking association or to any banking insti- 
tution organized under the laws of any State, or to any receiver, 
conservator, or superintendent of banks, or to any other agent 


in charge of the business and property of any such association or 
banking institution— 


With the approval of the Comptroller of the Currency. 

The purpose of the legislation is to liberalize the lending 
facilities of banks, based upon assets of closed banks. It is 
designed to make practicable the unfreezing of assets in 
banks that are closed or in the hands of conservators or 
liquidating agents by new banks that are being organized. 

That is the purpose of the legislation. I may say that 
the bill has passed the Senate, is unanimously reported by 
the Banking and Currency Committee, and it is thought that 
helpful work could be accomplished by liberalizing the na- 
tional banking law so as to remove the limitation in the 
manner to which I have referred. 

Mr. WATSON. Will the gentleman yield? 

Mr. STEAGALL. I yield. 

Mr. WATSON. Then would it be possible for a borrower 
to obtain 15 or even 20 percent of the surplus and capital 
of a bank, if it were agreed to by the Comptroller? 

Mr. STEAGALL. It would be. 

Mr. WATSON. I thought we were endeavoring to limit 
loans. 

Mr. STEAGALL. It is the desire to limit them in a gen- 
eral way, but it is very desirable in the work of reorganizing 
closed banks that a new bank may be able to use a part of 
its assets and its new capital in undertaking to unfreeze 
a portion of the assets of banks that have been closed. 

Mr. WATSON. I thought one of the troubles has been 
with the banks’ lending too much money, and for thie reason 
we had a financial break-down. 

Mr. STEAGALL. There is quite a number of exceptions 
to the limitations in section 5200, which limits loans to 10 
percent of the capital and 10 percent of the surplus if a 
lending bank. I may say to my friend that the business of 
the country would be seriously hampered if the 10-percent 
limitation were universally applied. 

Mr. LOZIER. Will the gentleman yield? 

Mr. STEAGALL. Yes. 
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Mr. LOZIER. Did I understand the gentleman to say that 
this law will amend the present law which prohibits loans 
to one individual or corporation in excess of 10 percent of 
the capital and surplus of any going concern? 

Mr. STEAGALL. Yes. 

Mr. LOZIER. Does the gentleman think it is a wise pro- 
vision to repeal the present limitation and make it easy 
for a comparatively few favored customers of a bank to 
monopolize the credit and obtain practically all the money 
the bank has to lend? 

Mr. STEAGALL. This is an unusual situation that we 
are undertaking to meet. Many banks are closed, and ef- 
forts are under way to reopen them. Exceptions to the gen- 
eral limitations are necessary in supporting commerce and to 
aid in moving the agricultural crops of the country. It is 
important that the general limitation be liberalized, and it 
has been done in numerous cases. In this measure we are 
liberalizing it for loans to conservators and liquidating 
agents for closed banks in the hope of being able to unfreeze 
some of the assets of these institutions. It also affords an 
opportunity for the employment of some portion of the new 
capital of newly organized banks, a thing helpful to a bank 
in its initial stages. So it serves a dual purpose. 

Mr. LOZIER. May I suggest that you are not confining 
this liberalization to reorganized banks or banks that take 
over the assets of failed banks. But under the cover of af- 
fording relief to banks that are in liquidation, or to banks 
helping banks that are being reorganized, you are increasing 
the amount of loans that a bank may make to one individual, 
firm, or corporation. No bank should be allowed to loan to 
one person in excess of 10 percent of the capital and sur- 
plus. I want to say to you that a violation of the 10-percent 
limitation and a manipulation of loans to favor a few cus- 
tomers are responsible for many of the bank failures and for 
the deplorable condition of the banks in the United States. 
I think the bill ought not to be enacted. It is bad legisla- 
tion. The 10-percent limitation should be kept in the law. 

Mr. WATSON. Will the gentleman yield? 

Mr. STEAGALL. I yield. 

Mr. WATSON. The gentleman made the statement that 
it would be necessary to increase from 10 to 20 percent the 
borrowing power when a citizen applied to make a loan. 

Mr. STEAGALL, I did not intend to so state. 

Mr. WATSON. Within a very few years national banks 
have joined together for that purpose. They have increased 
their capital stock and surplus in order to make increased 
loans. In Philadelphia we had not enough money to meet 
the demand, and borrowers had to go to New York. There- 
fore, two banks joined so that they might have a greater 
capital and surplus in order to make these loans. I think 
it is a great error to pass this bill. 

Mr. McFADDEN. Will the gentleman yield? 

Mr. STEAGALL. I yield. 

Mr. McFADDEN. I think there is some confusion in the 
minds of Members on the floor as to the purpose of the 
bill. As I interpret it, it gives the banks the right to borrow 
from the Reconstruction Finance Corporation to facilitate 
reorganization and gives to the receivers and conserva- 
tors the right to borrow. This does not affect the borrower 
from a bank in any sense, but it enlarges the right of the 
bank to borrow from the Reconstruction Finance Corpora- 
tion to facilitate the reorganization and consolidation of 
other banks. Am I right or wrong? 

Mr. STEAGALL. It amends section 5200. 

Mr. McFADDEN. That limits to 10 percent the amount 
that it may borrow. This amends it and gives the bank, 
with the consent of the Comptroller, the right to borrow in 
order to consolidate with other banks. 

Mr. STEAGALL. That is a different way of stating the 
same thing—that is what we are trying to do. It applies 
both to borrowing banks and loaning banks. 

The SPEAKER. Is there objection to the request of the 
gentleman from Alabama? 


Bras HOEPPEL. Under the statement of the chairman, I 
object. 
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Mr. STEAGALL. Mr. Speaker, I move to suspend the 
rules and pass the bill (S. 1415) to amend sections 5200 and 
5202 of the Revised Statutes, as amended, to remove the 
limitations on national banks in certain cases. 

The Clerk read the bill, as follows: 


S. 1415 (Rept. No. 122) 


An act to amend sections 5200 and 5202 of the Revised Statutes, 
as amended, to remove the limitations on national banks in 
certain cases 
Be it enacted, etc., That section 5200 of the Revised Statutes, as 

amended, is amended by adding at the end thereof the following 
new paragraph: 
“(9) Obligations representing loans to any national banking 
association or to any banking institution organized under the 
laws of any State, or to any receiver, conservator, or superin- 
tendent of banks, or to any other agent, in charge of the business 
and property of any such association or banking institution, when 
such loans are approved by the Comptroller of the Currency, shall 
not be subject under this section to any limitation based upon 
such capital and surplus.” 

Src. 2. Section 5202 of the Revised Statutes, as amended, is 
eee by adding at the end thereof the following new para- 
graph: 

e th.. Liabilities incurred on account of loans made with the 

express approval of the Comptroller of the Currency under para- 

graph (9) of section 5200 of the Revised Statutes, as amended.” 

The SPEAKER. Is a second demanded? 

Mr. COCHRAN of Missouri. Mr. Speaker, I demand a 
second. 

Mr. STEAGALL. Mr. Speaker, I ask unanimous consent 
that a second be considered as ordered. 

The SPEAKER. Is there objection? 

There was no objection. 

The SPEAKER. The gentleman from Alabama is entitled 
to 20 minutes and the gentleman from Missouri to 20 
minutes. 

Mr. STEAGALL. Mr. Speaker, I have spoken in brief of 
the purpose of this legislation. For the moment I do not 
care to say any more. I reserve the remainder of my time. 

Mr. COCHRAN of Missouri. Mr. Speaker, I yield 10 min- 
utes to the gentleman from Massachusetts [Mr. Luce]. 

Mr, LUCE. Mr. Speaker, I do not want one tenth of 10 
minutes. The whole story can be told in half a dozen sen- 
tences. This is a measure to make it possible for the Comp- 
troller of the Currency, when in his judgment he thinks it 
wise, to permit a relaxation of the law about loans in order 
to help out closed banks. That is the sole purpose of the 
bill. It is the desire of the Comptroller of the Currency, 
and opens the door to no serious danger. The matter does 
not demand long discussion. With that explanation I hope 
that my friend the gentleman from Missouri [Mr. COCHRAN] 
will understand the situation. 

Mr. COCHRAN of Missouri. Mr. Speaker, I demanded a 
second in order to get some information. What benefit will 
this be to a bank in course of reorganization? 

Mr. LUCE. It will permit it to get more money from the 
Reconstruction Finance Corporation. 

Mr. COCHRAN of Missouri. That is exactly what I want 
the Recorp to show. That is the sole reason I demanded a 
second. 

Let me cite section 304, title III, of the act of March 9, 
1933: 

Sec. 304, If in the opinion of the Secretary of the Treasury any 
national banking association or any State bank or trust company 
is in need of funds for capital purposes either in connection with 
the organization or reorganization of such association, State bank 
or trust company or otherwise, he may, with the approval of the 
President, request the Reconstruction Finance Corporation to sub- 
scribe for preferred stock in such association, State bank or trust 
company, or to make loans secured by such stock as collateral, and 
the Reconstruction Finance Corporation may comply with such 
request. The Reconstruction Finance Corporation may, with the 
approval of the Secretary of the Treasury, and under such rules 
and regulations as he may prescribe, sell in the open market or 
otherwise the whole or any part of the preferred stock of any 
national b: association, State bank or trust company ac- 
q by the Corporation pursuant to this section. The amount 
of notes, bonds, debentures, and other such obligations which the 
Reconstruction Finance Corporation is authorized and empowered 
to issue and to have outstanding at any one time under existing 


law is hereby increased by an amount sufficient to carry out the 
provisions of this section. 
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This section was enacted, I am sure, for one purpose, and 
that is to assist banks in course of reorganization. It is not 
so easy to get the Reconstruction Finance Corporation to 
purchase preferred stock under this section. I have inter- 
viewed members of the Committee on Banking and Currency 
and they tell me that it was their understanding that the 
enactment of this section was demanded to meet the emer- 
gency and to help closed banking institutions to reorganize. 
They further tell me that such was the intent of the Con- 
gress in agreeing to the section. We all know that this sec- 
tion was including in the law passed to provide relief in the 
national emergency in banking that confronted President 
Roosevelt when he took office. I have heard of several cases 
where the Reconstruction Finance Corporation has not acted 
in accord with the intent of Congress, if I understand the 
intent of Congress correctly. 

The Reconstruction Finance Corporation has been liberal 
in dealing with corporations. I do not blame them as the 
law was passed for that purpose. It should be remembered, 
however, that in dealing with banks the corporation is not 
only dealing with the officials but when it grants relief it is 
extending relief to thousands of depositors. Frankly, it 
seems to me that preferred stock in a solvent banking insti- 
tution is equal to any collateral that the Corporation has 
received for loans. A liberal interpretation of this section 
will help many banks now closed. I would not ask that any 
assistance be rendered a bank until the new set-up had been 
passed upon by the Comptroller or his representatives, but 
when the national-bank examiners are willing to place their 
O.K. on the new set-up, that surely should justify the Cor- 
poration to extend aid. Nothing is delaying a return to 
norma] more than the failure of hundreds of banks to 
resume operations. Many banks will be able to resume busi- 
ness, in my opinion, if as I stated before a liberal interpreta- 
tion will be placed upon section 304 of the act of March 9. 

In conclusion, I want to repeat I am pleased to receive the 
assurance of the chairman of the committee, the gentleman 
from Alabama [Mr. SrzacaLLI, and the ranking member of 
the committee, the gentleman from Massachusetts [Mr. 
Luce], that this legislation is designed to help the situation 
that I refer to. 

If the Reconstruction Finance Corporation will accept the 
verdict of the Comptroller of the Currency, I think the cor- 
poration will be able to come to the rescue of many banks 
anxious to open, and in so doing will be coming to the rescue 
of hundreds of thousands of our citizens, business men, 
whose funds are still tied up in these banks. A bank that 
is insolvent has no business resuming business, but a bank 
that presents a new set-up approved by the national-bank 
examiners should receive assistance. [Applause.] 
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business and ruining in every section of the country. I do 
not think we should make possible still greater credits to 
those large institutions at the expense of the small dealers, 
the small manufacturers, and the general public of America. 
I think the large institutions have received in years gone by 
altogether too much from our Government. Instead of 
granting them additional aid the Government ought to cur- 
tail their activities. As it is, chain stores are financed and 
controlled, as is practically everything else, by the Wall 
Street manipulators who brought about the destruction of 
our Nation. [Applause.] I, for one, feel that we should 
not extend further and greater credit to those destructive 
e than that which we have already granted them here- 
ore. 

I am just bringing this to the attention of the House be- 
cause from this time on people will try to show that the 
chain stores are underselling the independents. This may 
apply to a few leading commodities but not to all. Per- 
sonally I do not believe that they undersell the independents, 
because the things they sell are inferior to those handled by 
the independents. I think it would be well for the women of 
this country, the consumers, to patronize their neighborhood 
stores, and thereby aid and give protection to their own 
sections of the country. 

The SPEAKER. The time of the gentleman from Illinois 
(Mr. SapaTH] has expired. 

Mr. PIERCE. Will the gentleman yield? 

Mr. SABATH. My time has expired. 

The SPEAKER. The question is on the motion of the 
gentleman from Alabama [Mr. STEAGALL]. 

Mr. PIERCE. Mr. Speaker, I think we are entitled to 
know just what this bill does provide. We had one state- 
ment by the gentleman from Pennsylvania 

The regular order was demanded. 

Mr. STEAGALL. I will say to the gentleman that this bill 
is designed, and all that can be accomplished by its pro- 
visions, is to aid in the reorganization of banks and com- 
munities that are left without banking facilities and help 
the depositors to realize on assets that are now tied up in 
closed banks. That is all there is to this bill. 

Mr. PIERCE. Does it raise the loaning limit? 

Mr. STEAGALL. Yes; it removes the limit as to loans 
that may be made and applies to both a borrowing and a 
loaning bank. 

Mr. Speaker, I ask for a vote on the bill. 

The SPEAKER. The question is on the motion of the. 
gentleman from Alabama to suspend the rules and pass the 
bill. 

The question was taken; and two thirds having voted in 
favor thereof, the rules were suspended and the bill was 


That is all I have to say, Mr. Speaker. I propose to sup- | passed 


port the bill in view of the assurance I have received that 
the legislation will be beneficial to such banking institutions 
as I have referred to. I yield back the balance of my time 
and suggest to the chairman of the committee that he 
move the previous question. [Applause.] 

Mr. STEAGALL. Mr. Speaker, I yield 3 minutes to the 
gentleman from Illinois [Mr. SABATH]. 

Mr. SABATH. As I understand this bill, it will remove in 
some instances the limitations on bankers with respect to 
loans they can make to large corporations. 

Just now I secured a Washington paper showing that the 
report of the Federal Trade Commission, as ordered by this 
House, on the so-called “chain stores ” has been made. The 
paper gives the chain stores a boost by showing that they 
are selling at a lower figure than independent stores. The 
advantages that those chain stores have over independents 
naturally make it possible for them to sell a little cheaper, 
but the paper does not say to what extent the chain stores 
are responsible for lowering the prices of all commodities, 
whether they are manufactured or agricultural commodities. 

I have maintained for years that the tremendous pur- 
chasing power of the chain stores makes it possible for them 
to control and dictate prices of commodities which they are 
purchasing, and consequently they can at times under- 
sell the small man, whom they are gradually putting out of 


Mr. HOEPPEL, Mr. Speaker, I make a point of no 
quorum. 
The SPEAKER. The Chair will count. 
Mr. HOEPPEL. Mr. Speaker, I withdraw the point of 
order. 
PAYMENT OF CLAIMS TO INDIAN PUEBLOS 


Mr. HOWARD. Mr. Speaker, I ask unanimous consent 
for the present consideration of the bill (H.R. 4014) to au- 
thorize appropriations to pay in part the liability of the 
United States to the Indian pueblos herein named, under 
the terms of the act of June 7, 1924, and the liability of the 
United States to non-Indian claimants on Indian pueblo 
grants whose claims, extinguished under the act of June 7, 
1924, have been found by the Pueblo Lands Board to have 
been claims in good faith; to authorize the expenditure by 
the Secretary of the Interior of the sums herein authorized 
and of sums heretofore appropriated, in conformity with the 
act of June 7, 1924, for the purchase of needed lands and 
water rights and the creation of other permanent economic 
improvements as contemplated by said act; to provide for 
the protection of the watershed within the Carson National 
Forest for the Pueblo de Taos Indians of New Mexico and 
others interested, and to authorize the Secretary of Agri- 
culture to contract relating thereto, and to amend the act 
approved June 7, 1924, in certain respects. 
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The SPEAKER. Is there objection to the present con- 
sideration of the bill? 

Mr. JENKINS. Reserving the right to object, I think 
I shall object, Mr. Speaker, because this is a very important 
bill. This bill calls for the expenditure of a million dollars 
and I should much prefer to have the distinguished gentle- 
man from Nebraska [Mr. Howarp] bring this bill up 
under suspension so that we may have time to discuss it. I 
do not know that there is very much opposition on this side, 
but I know there is considerable opposition to taking up a 
bill of this magnitude under unanimous consent, and if I am 
pressed I shall object. 

The SPEAKER. Is there objection to the request of the 
gentleman from Nebraska [Mr. Howarp]? 

Mr. JENKINS. I object. 


Mr. HOWARD. Mr. Speaker, I move to suspend the rules 
and pass the bill (H.R. 4014) to authorize appropriations to 
pay in part the liability of the United States to the Indian 
pueblos herein named, under the terms of the act of June 7, 
1924, and the liability of the United States to non-Indian 
claimants on Indian pueblo grants whose claims, extin- 
guished under the act of June 7, 1924, have been found by 
the Pueblo Lands Board to have been claims in good faith; 
to authorize the expenditure by the Secretary of the Inte- 
rior of the sums herein authorized and of sums heretofore 
appropriated, in conformity with the act of June 7, 1924, for 
the purchase of needed lands and water rights and the 
creation of other permanent economic improvements as con- 
templated by said act; to provide for the protection of the 
watershed within the Carson National Forest for the Pueblo 
de Taos Indians of New Mexico and others interested, and to 


1924, which appropriations shall be made in 
stallments as hereinafter , and shall be deposited 
Treasury of the United States and shall be 
Secretary of the Interior, subject to approval of 
authorities of each pueblo in question, at such times 
amounts as he may deem wise and proper; for the purchase 
lands and water rights to replace those which have 
from said pueblo under the act of June 7, 1924, or 
chase or construction of reservoirs, irrigation works, or o' 
5 improvements upon or for the benefit of the 
pueblos. 

Sec. 2. In addition to the awards made by the Pueblo 
Board, the following sums, to be used as directed in 
this act, and in conformity with the act of June 7, 1924, be, 
hereby are, authorized to be appropriated: 

Pueblo of Jemez, $1,885; pueblo of Nambe, $47,439.50; pueblo 
Taos, $84,707.09; pueblo of Santa Ana, $2,908.38; pueblo of San 
Domingo, $4,256.56; pueblo of Sandia, $12,980.62; pueblo of San 
Felipe, $14,954.53; pueblo of Isleta, $47,751.31; pueblo of Picuris, 
$66,574.40; pueblo of San Ildefonso, $37,058.28; pueblo of San 
Juan, $153,863.04; pueblo of Santa Clara, $181,114.19; pueblo of 
Cochiti, $37,826.37; pueblo of Pojoaque, $68,562.61; in all, $761,- 
954.88: Provided, however, That the Secretary of the Interior shall 
report back to Congress any errors or omissions in the foregoing 
authorizations measured by the present fair market value of the 
lands involved, as heretofore determined by the appraisals of said 
tracts by the appraisers appointed by the Pueblo Lands Board, 
with evidence supporting his report and recommendations. 

Sec. 3. Pursuant to the aforesaid act of June 7, 1924, 
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occupation 
under said act of June 7, 1924, for the fair market 
improvements appurtenant thereto, 
Indian claimants, or their successors, 
said Pueblo Lands Board, to be compensated out of said appro- 
priations to be disbursed under the direction of the Secretary of 
the Interior in the amounts due them as appraised by the 
praisers appointed by said Pueblo Lands Board, as follows: 

Within the pueblo of Tesuque, $1,094.64; within the pueblo 
Nambe, $19,393.59; within the pueblo of Taos, $14,064.57; wi 
the Tenorio Tract, Taos Pueblo, $43,165.26; within the pueblo 
Santa Ana (El Ranchito grant), $846.26; within the pueblo 
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Santo , $66; within the pueblo of Sandia, $5,354.46; 
within the pueblo of San Felipe, $16,424.68; within the pueblo of 
Isleta, $6,624.45; within the pueblo of Picuris, $11,464.73; within 
the pueblo of San Ildefonso, $16,209.13; within the pueblo of San 
Juan, $19,938.22; within the pueblo of Santa Clara, $35,350.88; 
within the pueblo of Cochiti, $9,653.81; within the pueblo of 
Pojoaque, $1,767.26; within the pueblo of Laguna, $30,668.87; in 
all, $232,086.80: Provided, however, That the Secretary of the In- 
terior shall report back to Congress any errors in the amount of 
award measured by the present fair market value of the lands 
involved and any errors in the omissions of legitimate claimants 
for award, with evidence supporting his report and recommenda- 
tions. 

Sec. 4. That for the purpose of saf the interests and 
welfare of the tribe of Indians known as the Pueblo de Taos of 
New Mexico in the certain lands hereinafter described, upon which 
lands said Indians depend for water supply, forage for their do- 
mestic livestock, wood and timber for their personal use and as the 
scene of certain of their religious ceremonials, the Secretary of Ag- 
riculture may and he hereby is authorized and directed to designate 
and segregate said lands, which shall not thereafter be subject to 
entry under the land laws of the United States, and to thereafter 
grant to said Pueblo de Taos, upon application of the governor 
and council , a permit to occupy said lands and use the 
resources thereof for the personal use and benefit of said tribe 
of Indians for a period of 50 years, with provision for subsequent 


necessary and proper safeguards for the efficient supervision and 
operation of the area for national-forest purposes and all other 
purposes herein stated, the area referred to being described as 
follows: 

Beginning at the northeast corner of the Pueblo de Taos grant, 
thence northeasterly along the divide between Rio Pueblo de Taos 


thence southwesterly on a line half a mile east of Rio Pueblo de 
Taos and parallel thereto to the northwest corner of township 25 

range 15 east; thence south on the west boundary of town- 
25 north, range 15 east, to the divide between Rio Pueblo de 
Rio Fernandez de Taos; thence westerly along the divide 
boundary of the Pueblo de Taos grant; thence north 
t of beginning, containing approximately 30,000 acres, 


or less. 
herein, the Secretary of the 
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Except as otherwise provided 
shall disburse and expend the amounts of money herein 
to be ap in accordance with and under the 
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lands and water rights that can be pure 
appropriations and earlier appropriations made for the same pur- 
pose, with full authority to disburse said funds in the purchase of 
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sary period required to investigate titles and which may be 
required before disbursement can be further, 


That the Secretary of the Interior be, and he is hereby, authorized. 
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That 
matters pertaining to the purchase of lands in behalf 
pueblos, which matters, or contracts relative 
binding or concluded until approved by the 
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of the authorization of appropriations contained in section 2 
hereof, providing for the dismissal of pending and the abandon- 
ment of contemplated original proceedings, in law or equity, by, 
or in behalf of said Pueblo Indian tribes, under the provisions of 
section 4 of the act of June 7, 1924 (43 Stat. L. 636), and the 
pueblo concerned may elect to accept the appropriations herein 
authorized, in the sums herein set forth, in full discharge of all 
claims to compensation under the terms of said act, notifying the 
Secretary of the Intericr in writing of its election so to do: 
Provided, That if said election by said pueblo be not made, said 
pueblo shall have 1 year from the date of the approval of this act 
within which to file any independent suit authorized under section 
4 of the act of June 7, 1924, at the expiration of which period the 
right to file such suit shall expire by limitation: And provided 
further, That no ejectment suits shall be filed against non-Indians 
entitled to compensation under this act, in less than 6 months 
after the sums herein authorized are appropriated, 

Sxc. 7. Section 16 of the act approved June 7, 1924, is hereby 
amended to read as follows: 

“Sec.16. That if the Secretary of the Interior deems it to be 
for the best interest of the Indians that any land adjudged by the 
court or sald Lands Board against any claimant be sold, he 
may, with the consent of the governing authorities of the pueblo, 
order the sale thereof, under such regulations as he may make, to 
the highest bidder for cash; and if the buyer thereof be other 
than the losing claimant, the purchase price shall be used in 
paying to such losing claimant the adjudicated value of the 
improvements aforesaid, if found under the provisions of section 15 
hereof, and the balance thereof, if any, shall be paid over to the 
proper officer or officers, of the Indian community, but if the 
buyer be the losing claimant, and the value of his improvements 
has been adjudicated as aforesaid, such buyer shall be entitled to 
have credit upon his bid for the value of such improvements 
so adjudicated.” 

Sec. 8, The attorney or attorneys for such Indian tribe or tribes 
shall be paid such fee as may be agreed upon by such attorney 
or attorneys and such Indian tribe or tribes, but in no case shall 
the fee be more than 10 percent of the sum herein authorized to 
be appropriated for the benefit of such tribe or tribes, and such 
attorney’s fees shall be disbursed by the Secretary of the Interior 
in accordance herewith out of any funds appropriated for said 
Indian tribe or tribes under the provisions of the act of June 7, 
1924 (43 Stat.L. 636), or this act: Provided, however, That 25 per- 
cent of the amount agreed upon as attorneys’ fees shall be retained 
by the Secretary of the Interior to be disbursed by him under 
the terms of the contract, subject to approval of the Secretary of 
the Interior, between said attorneys and said Indian tribes, pro- 
viding for further services and expenses of said attorneys in 
furtherance of the objects set forth in section 19 of the act of 
June 7, 1924. 

Sec.9. Nothing herein contained shall in any manner be con- 
strued to deprive any of the Pueblo Indians of a prior right to 
the use of water from streams running through or bordering on 
their respective pueblos for domestic, stock-water, and irrigation 
purposes for the lands remaining in Indian ownership, and such 
water rights shall not be subject to loss by nonuse or abandon- 
ment thereof as long as title to said lands shall remain in the 
Indians. 

Sec. 10. The sums authorized to be appropriated under the terms 
and provisions of section 2 of this act shall be fe leroy in 
three annual ts, beginning with the fiscal year 1937. 


ORDER OF BUSINESS 


Mr. BYRNS. Mr. Speaker, I ask unanimous consent 
that it may be in order on tomorrow to call the Consent 
Calendar. 

The SPEAKER. Is there objection to the request of the 
gentleman from Tennessee? 

Mr. MARTIN of Massachusetts. Reserving the right to 
object, is there any other business scheduled for tomorrow? 

Mr. BYRNS. I am hoping it may be possible, if this con- 
sent is granted, to also get up the Muscle Shoals conference 
report, but I am not altogether certain. 

Mr. MARTIN of Massachusetts. There is no other busi- 
ness aside from that? 

Mr. BYRNS. None that I know of now, unless some con- 
ference report is brought in. 

The SPEAKER. Is there objection to the request of the 
gentleman from Tennessee? 

Mr. BRITTEN. Mr. Speaker, reserving the right to ob- 
ject, can the gentleman tell the House for its benefit just 
what the next order of business is likely to be as reported 
from the fraternity brothers at the other end of Pennsyl- 
vania Avenue? 

Mr. BYRNS. I suppose the gentleman is serious. 

Mr. BRITTEN. Yes, I am serious. I am wondering 
whether it will be the public-works program. I know the 
fraternity is very busy. 

Mr. BYRNS. I do not know to whom the gentleman re- 
fers when he speaks of a fraternity. 


CONGRESSIONAL RECORD—HOUSE 


May 15 


Mr. BRITTEN. I mean the collegians who have been 
preparing all this legislation for us. ; 

Mr. BYRNS. Of course the gentleman is facetious. 

Mr. BRITTEN. No, I am not. 

Mr. BLANTON. Is not our President the gentleman’s 
President also? It is the President of the United States 
who has been sending us his emergency bills. And I know 
that our distinguished, able colleague from Illinois is always 
patriotic. 

Mr. BRITTEN. I have said nothing about the President. 
I merely wanted to know from the distinguished leader for 
whom I have the very highest regard, if he knows what the 
next order of business is likely to be that is to come from 
the fraternity brothers at the other end of Pennsylvania 
Avenue? 

Mr. BYRNS. I do not know what the gentleman means 
by the fraternity brothers, but I may say the President will 
probably send down a message on the public works bill 
tomorrow or next day. 

Mr. BRITTEN. The gentleman means the President will 
if he gets it from the fraternity. 

Mr. BYRNS. The President of the United States makes 
up his own mind with reference to the legislation he recom- 
mends, and the people of the country have confidence in 
that ability. 

Mr. BLANTON. And when his stenographers get through 
writing up what he dictates the President will send it down 
to us. 

Mr. BRITTEN. Oh, well, of course, the gentleman from 
Texas does not realize that all this legislation is prepared by 
the fraternity brothers in advance and is then sent to the 
President to check over. 

Mr. BLANTON. Oh, no. The gentleman is wrong. The 
entire program that comes to us comes from the President 
and nobody else. This is one administration whose Presi- 
dent has his own ideas, his own program, his own policies, 
and he knows how to put them into effect by having us pass 
his bills he prepares and sends us. 

Mr. ALLGOOD. Did not the gentleman from Ilinois 
graduate from some institution himself? 

Mr. BRITTEN. I am only sorry to say I did not. 

Mr. ALLGOOD. At least he graduated from a high 
school? 
ere BRITTEN. No; I am sorry to say I did not even do 

Mr. BLANTON. Our distinguished friend from Mlinois 
{Mr. Britten] is a graduate of one of the greatest schools 
in the world—the school of experience. He is one of the 
most effective debaters in this House. All of us have enjoyed 
his brilliant thrusts and his inimitable repartee. But withal, 
he is a partisan Republican, and naturally he does not relish 
the great fraternity brothers of democracy who are now 
running this Government. 

The SPEAKER. Is there objection to the request of the 
gentleman from Tennessee? 

There was no objection. 

PAYMENT OF CLAIMS TO INDIAN PUEBLOS 

Mr. JENKINS. Mr. Speaker, I demand a second. 

Mr. HOWARD. Mr. Speaker, I ask unanimous consent 
that a second may be considered as ordered. 

The SPEAKER. Is there objection to the request of the 
gentleman from Nebraska? 

There was no objection. 

Mr. HOWARD. Mir. Speaker, this bill which I have called 
up is the final adjustment of a controversial subject which 
has pended in Congress long years. 

The pending measure has been agreed upon by every 
contending interest; that is, interests heretofore contending. 
It is agreed upon by the representatives of the Indians 
themselves, by the Interior Department, and by every inter- 
est of which I know. 

It simply is a proposition to carry out the plain provisions 
of an act of this Congress passed 7 years ago. 

Mr. Speaker, I now ask my colleague the gentleman from 
New Mexico [Mr. CHAVxZ I, who has had more to do with 
this legislation than anybody else, and who, when it shall 
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have been passed, will be entitled to more credit than any 
other, may be pleased to explain the details of the bill to any 
inquiring Member. [Applause.] 

Mr. Speaker, I yield to the gentleman from New Mexico 
[Mr. Cuavez] such time as he may desire. 

Mr. CHAVEZ. Mr. Speaker 

Mr. BLANCHARD. Mr. Speaker, will the gentleman yield 
for a question before he starts his remarks? 

Mr. CHAVEZ. I yield. 

Mr. BLANCHARD. Has the Secretary of the Interior ap- 
proved this measure? 

Mr. CHAVEZ. The Secretary of the Interior has approved 
it and asks that Congress take action. 

Mr. CULKIN. Mr. Speaker, will the gentleman yield? 

Mr. CHAVEZ. I yield. 

Mr. CULKIN. Can the gentleman tell the House how 
much irrigation and reclamation is involved in this? 

Mr. CHAVEZ. About 98,000 acres of Indian lands alto- 
gether. 

Mr. CULKIN. What is the status of that work now? How 
far has it progressed? 

Mr. CHAVEZ. It has been progressing for the last 300 
years. It has been irrigated and in use for the last 300 
years. 

Now, Mr. Speaker, I am glad the gentleman from Ohio re- 
quested that the bill be considered under suspension of the 
rules rather than under the unanimous-consent request. 
The purpose of the gentleman from Nebraska in asking 
unanimous consent to consider the bill was in the interest 
of saving time, but I am glad it is being considered this way, 
because I feel sure I can explain to the entire satisfaction 
of the gentleman from Ohio that it is a meritorious meas- 
ure and that we should take some action here this after- 
noon. 

The purpose of the measure is to end once and forever 
a controversy which has existed between 15 Pueblo Indian 
tribes and some 5,545 white claimants who, together with 
their families, make around 20,000 white people affected. 

The title to the Indian lands was derived from the Crown 
of Spain, Charles V, granting to the Pueblo Indians in 
New Mexico a grant of land in 1551. During the time Spain 
had possession of that section of what is now the United 
States the Indians had absolute title to this land. 

In 1848, under the treaty between the United States and 
Mexico, the United States recognized the title of the Indians 
in the particular lands we are talking about. 

In 1859 the Congress of the United States confirmed that 
title. 

In 1864 President Lincoln called the tribal heads of the 
17 pueblos from New Mexico to Washington and delivered to 
those tribal heads patents to the original grant of land 
from the King of Spain, together with a silver-headed cane 
that has been used up to this time and is now being used as 
the insignia of office by each successive governor of the 
Pueblo Indians in New Mexico. 

After 1848, due to the fact that the definite boundary lines 
of the different grants were not definitely known, many 
white men commenced to encroach, in good faith, on the 
lands of the Indian pueblos, and on many occasions the land 
that he is now claiming was purchased at a valuable price. 
This continued. The Government of the United States did 
not protect the Indians from the encroachments, whether 
they were in good faith or otherwise, and this continued until 
1913, when a case came to the United States Supreme Court, 
known as the Sandoval case, reported in 231 United States, 
page 27, by which the Supreme Court of the United States 
decided that the Pueblo Indians of New Mexico were wards 
of the Government and could not dispose of their property 
without the consent of the Government. Of course this 
threw all the settlers who had been in adverse possession, 
actually living on the land within the pueblo land grants, in 
a turmoil. They found out, after being in possession for 60 
or 75 years and after paying taxes for this number of years 
that they did not have any title to their land. They ap- 
pealed to the Congress. The Congress of the United States, 
after 3 or 4 years of study, in 1924 passed what is known 


CONGRESSIONAL RECORD—HOUSE 


3435 


as the Pueblo lands bill—Forty-third Statutes at Large, page 
636. It was approved on March 7, 1924. 

The pueblo lands bill created what is known as the 
“Pueblo Lands Board”, composed of 3 men, 1 to repre- 
sent the President of the United States, 1 to represent 
the Department of Justice, and another to represent the 
Department of the Interior. 

The bill authorized the Pueblo Lands Board to go into 
New Mexico and examine each and every claim where there 


was any controversy. It was also authorized to report its 


findings back to Congress and to make awards either to the 
whites or to the Indians, as the case may be, based upon the 
fair market value of the property. 

Where the Indian lost the land to a white man, who had 
title under the provisions of the act of 1924, it was intended 
by Congress, and so stated in the act of 1924, that the In- 
dian should be compensated for what he had lost. On the 
other hand, where the white man, in good faith, had been 
in adverse possession and had paid taxes, but did not have 
the legal title, the act of Congress said they had to com- 
pensate him for his improvements. 

In some cases men who had been there for 100 years or 
50 or 60 years, and on down the line, were involved. 

The Pueblo Lands Board went into New Mexico and com- 
menced its work in 1924 and finished on July 1, 1932. The 
Board was there for 7 years and examined 5,545 claims. In 
some instances the decision went to the Indians and in some 
instances to the whites. The Board spent several hundred 
thousand dollars under authority of Congress and has re- 
ported back to the Congress, in effect, this is our work and 
this is what should be done. 

All this bill does is this. It provides for payment to the 
whites of some $232,000 that the Pueblo Lands Board de- 
cided was the amount of improvements on the lands as- 
signed to the Indians. 

Mr. JENKINS. Will the gentleman yield? 

Mr, CHAVEZ. I yield. 

Mr. JENKINS. The gentleman has made a statement to 
the effect that Abraham Lincoln gave these Indians their 
title or their charter rights. 

Mr. CHAVEZ. Delivered a United States patent. 

Mr. JENKINS. If that is true, by what process, if these 
Indians had this charter and if they were wards of the 
Government, could anyone go in there and claim any right 
or have any right or get any right that any court would have 
to recognize, such right now having grown to the propor- 
tions of $232,000. 

Mr. CHAVEZ. For this reason: The Congress of the 
United States realized that there were some moral and 
equitable rights involved on the part of people who in good 
faith had adverse possession against the Indians, or thought 
they had bought from the Indians property that the Indian 
could not sell; who had paid taxes on the land; who had 
built their homes on the land; and had helped create 
communities within the land. 

Mr. JENKINS. To whom would they pay taxes if it were 
Indian lands? 

Mr. CHAVEZ. They thought it was their land. They did 
not know it was Indian land until after the decision of the 
Supreme Court in 1913 in the Sandoval case. 

Mr. GILCHRIST. Will the gentleman yield? 

Mr. CHAVEZ. Yes. 

Mr. GILCHRIST. At that time the lines had not been 
established. 

Mr. CHAVEZ. The lines were not defined until 1917. 

Mr. GILCHRIST. So the white settler could go there 
thinking he had the right to go on the land. 

Mr. CHAVEZ. And he paid taxes and made improve- 
ments for a long period of years. 

Mr. TABER. Will the gentleman yield? 

Mr. CHAVEZ. Yes. 

Mr. TABER. The situation is somewhat like this, is it 
not? Everywhere, throughout the United States, folks have 
bought property or they think they have bought property 
where they thought they were getting title, but did not get it, 
and this is just like such cases. These folks went on the 
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land there and thought they were buying a title, but did not 
take the proper steps to protect themselves, so the Govern- 
ment is making it good. Therefore we should go ahead and 
do this everywhere in the United States where anybody has 
bought property thinking he was getting title to it and did 
not. 

Mr. CHAVEZ. No; I think the gentleman is mistaken. 
There is a difference between the proposition he has in mind 
and the actual conditions that exist in New Mexico. 

Mr. JENKINS. Does the gentleman know whether or 
not any consideration was given to the fact that these 
whites have occupied this land and have had the use of it 
all these years? 

Mr. CHAVEZ. Yes, certainly; and all they are getting is 
the value of the improvements based upon an appraisement 
made under oath. 

Mr. JENKINS. The gentleman from Nebraska [Mr. 
Howarp] made a statement that everybody involved in this 
matter was satisfied. Is it not a fact that if there is any 
satisfaction urged here it is the satisfaction that Uncle Sam 
is going to pay $1,000,000 to satisfy the Indians who have 
neglected their rights and to a group of citizens who had no 
rights? 

Mr. CHAVEZ. This bill was passed by Congress in 1924, 
If Congress had not thought then that it was a meritorious 
proposition and should be straightened out they would not 
have passed that act. 

Mr. PEAVEY. Will the gentleman yield. 

Mr. CHAVEZ. I yield. 

Mr. PEAVEY. Is it not a fact that this whole question 
comes before Congress upon moral and equitable grounds 
imposed on the United States because the Indians were 
under the guardianship of the United States? 

Mr. CHAVEZ. Yes; both moral and equitable grounds. 

Mr. JENKINS. Is not it a fact that we have had nu- 
merous Indian cases here ever since the Government took 
the Indians as wards? Is not this a case gotten up at the in- 
stigation of a lot of lawyers who expect to get large com- 
pensation out of it? 

Mr. CHAVEZ. I assure the gentleman that that is not 
the fact. This is the fact, that 5,545 white claimants in 
New Mexico honestly believed that they were the owners of 
property and are being dispossessed. There are numerous 
suits pending before the United States courts seeking to evict 
these people who have been there from sixty to a hundred 
years. 

Mr. ALLGOOD. Will the gentleman yield? 

Mr. CHAVEZ. I yield. 

Mr. ALLGOOD. Is there anything in the report to show 
that they are simply squatters on the land? I have not had 
time to read the report. 

Mr. CHAVEZ. I can state this to the gentleman and to 
the House. Everyone knows that the Secretary of the In- 
terior is a friend of the Indians. Everyone knows that the 
new Commissioner of Indian Affairs is a friend of the In- 
dians. Everyone knows that the Solicitor for the Depart- 
ment is a friend of the Indians, 

Now, the Secretary of the Interior has this to say in 
reference to the emergency down there. I want to read 
it because it covers the whole subject. Speaking of the 
emergency, he says: 

A number of suits in ejectment are now pending in the United 
States District Court of New Mexico, and others may be brought, 
on behalf of the Pueblo Indians, involving several thousand de- 
fendants who will be subjected to large expense through years of 
litigation unless an early adjustment can be had through this or 
similar legislation. In addition, in the absence of this legislation 
the Government will be compelled to bring suits in ejectment 
against several hundred non-Indians in possession of a portion 
of the lands involved. This bill will end the entire controversy 
and provide the needed lands for these Indians, and for these 
reasons and others is properly emergency legislation, 

The bill, if enacted, will effectuate the terms of the act of June 
7, 1924, and will discharge an obligation to Indians and whites 
which was assumed by the Congress 8 years ago. It will bring to 
an end the most vexed and ancient of land controversies affecting 
Indian lands under the jurisdiction of the United States. It will 
conserve the effect of the work done from 1925 to 1932, at a cost 
of. several hundred thousand dollars, by the Pueblo Lands Board 
and the Department of the Interior and the Department of Jus- 


CONGRESSIONAL RECORD—HOUSE 


May 15 


tice. It will procure and thereafter will insure the basis for eco- 
nomic self-support of the several Pueblo tribes. Failure to enact 
the bill at the present session of Congress would have results 
vexing and possibly disastrous to several thousands of Indians and 
to a greater number of their white neighbors. I recommend the 
prompt and favorable consideration of the bill. 

The Director of the Bureau of the Budget has advised that the 
legislation proposed by the bill would not be in conflict with the 
financial program of the President. 

Sincerely yours, 
Haroun L. Ickes, 
Secretary of the Interior. 

Mr. CULKIN. Will the gentleman yield? 

Mr. CHAVEZ. I yield. 

Mr. CULKIN. Is it not a fact that adverse possession does 
not run against the United States or the Government’s 
wards? 

Mr. CHAVEZ. That is true. 

Mr. CULKIN. Why do not the squatters reimburse the 
Indians? 

Mr. CHAVEZ. Because they have been there so long 
without being dispossessed and have paid the taxes and 
made improvements and homes that they feel that they have 
a moral and equitable right to the land. 

Mr. HOPE. Mr. Speaker, will the gentleman yield? 

Mr. CHAVEZ. I want to yield first to my colleague from 
Wisconsin [Mr. PEAVEY]. 

Mr. PEAVEY. I would prefer that the gentleman first 
answer the question of the gentleman from Kansas. 

Mr. CHAVEZ. Very well. 

Mr. HOPE. The gentleman has indicated that part of the 
titles of the whites are derived from purchases from Indians. 

Mr. CHAVEZ. And some by encroachment. 

Mr. HOPE. And some from some other source. What 
is that other source? Has the United States Government 
ever patented any of these lands on these Indian reserva- 
tions to the whites? 

Mr, CHAVEZ. Yes; the United States Government has 
on more than one occasion issued patents on homesteads 
and mining claims to lands that the Board found belonged 
to the Indians who are being compensated under this bill. 

Mr. HOPE. In that case then this Board has found that 
the lands really belong to the Indians and that the Govern- 
ment had no right to issue those patents. Is that the case? 

Mr. CHAVEZ. Yes; but the Board is carrying out the 
intent of Congress, pure and simple. The Board is the one 
recommending these payments to the whites and to the 
Indians with the exception that the awards made by the 
Board to these Indians have been increased under the pro- 
visions of this bill. 

Mr. HOPE. Are any of the whites who are being com- 
pensated under the terms of this bill men who went in 
there and got squatters’ rights, or did they all have some 
valid basis for claim of title? 

Mr. CHAVEZ. They had a claim of title under the pro- 
visions of the act of June 7, 1924. 

Mr. HOPE. I mean an original claim of title. 

Mr. CHAVEZ. I do not know the original claim, but the 
act of 1924 authorized the Board under certain conditions to 
decide in favor of the Indians, or if the white claimants had 
had possession for a certain number of years either with 
color of title or without color of title, to decide in favor of 
the whites. In other words, in the act of 1924 Congress said 
under certain conditions the land should go to the Indians, 
and under other conditions it must go to the whites. It is 
in order to settle that controversy, affecting 25,000 whites 
and practically that many Indians, that this legislation is 
desired. Lou can go to the city of Taos, N. Mex. It is a 
town of about 3,000 people, and there is not a single town 
lot or a business lot where the legal title is in the white 
man, though he and his predecessors may have occupied 
the land for many years. 

Mr. HOPE. Will this bill settle all those claims, for all 
time? 

Mr. CHAVEZ. This is the final settlement and will carry 
out the provisions of the 1924 act. 

The SPEAKER pro tempore. The time of the gentleman 
from New Mexico has expired. 
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Mr. JENKINS. Mr. Speaker, this bill in various forms 
has been before Congress for several years, and every time 
it presents itself there, has been found to be vulnerable, and 
good reasons have been shown why it should not have 
passed. In the Seventy-second Congress it was recom- 
mitted. I do not blame the gentleman from New Mexico 
[Mr. Cuavez] for his advocacy of this proposition. It will 
take $1,000,000 into his State. I do not know the present 
value of all the property involved, but I very much doubt 
that it is worth $1,000,000. 

Mr. CHAVEZ. Mr. Speaker, will the gentleman yield? 

Mr. JENKINS. Yes. 

Mr. CHAVEZ. The gentleman speaks of a million dollars. 
The bill does not provide an appropriation of $1,000,000. It 
provides an authorization of $700,000 for the. Indians, to be 
paid in three installments, commencing in 1937. 

Mr. JENKINS. It provides for an eventual appropriation 
of $232,000 to the white people and $761,000 to the Indians, 
which makes approximately $1,000,000. 

Mr. CHAVEZ. The $232,000 will probably be paid any- 
way, because it will likely be in the next Budget, whether we 
authorize it here or not. 

Mr. JENKINS. I have no personal interest in this matter 
at all, but I have been here for years, and have watched 
these Indian bills come and go, and the result is that mil- 
lions of dollars are dragged out of the Federal Treasury 
upon some pretext or another. The United States Govern- 
ment has been humane with the Indians as everybody 
knows. The Indian is the ward of the Government, and 
the Government never fails to respond charitably and with 
all compassion toward those people. They come before us 
and make us believe that this is an emergency measure, 
that something must be done this year. If you will follow 
that argument out, you will notice that nobody says that if 
it is not done somebody will perish. The fact that the pay- 
ments are deferred for years proves that there is no emer- 
gency. The distinguished gentleman from New Mexico told 
us about the town of Taos. There is a town, a municipality, 
and the white people claim to own that property. They, 
no doubt, pay the taxes and exercise all right of ownership. 
Are we going to pay the white people for that property and 
give it to the Indians? Why do we not make them pay for 
it themselves? Or why not compel them to adjust their 
rights in court? Practically all of this property is now in 
the courts. The report shows that many lawsuits are 
pending in the United States courts now. The Government 
is not guilty of any negligence or contributory negligence. 
The Government did not do anything that could be con- 
strued as responsibility. The United States Government 
has fully equipped the Department of Justice. 

Why not permit these people to go into court and there 
present their claims and counterclaims, and let the judge 
and jury say who shall pay and who shall not pay, and who 
is responsible and who is not responsible. If someone owns 
a lot that belongs to the Pueblo Tribe, let him pay for it. 
Why should we drag out $1,000,000 from the United States 
Treasury? 

Mr. CHAVEZ. It is a proposition that can and has been 
decided by the courts, along with the efforts of the Pueblo 
Lands Board. 

Mr. JENKINS. If it cannot be decided by the courts then 
that is a sign that somebody has no right in court. This 
proposition is a legal one or a moral one. If a man has a 
right in court, the doors of the court are open and he has a 
right to step into that court. If it is a moral one, then I 
must be convinced. 

But this is a lawyers' contest with each other and they 
find that if the Indian is defeated they cannot get any 
money from him, but if they can involve and inveigle the 
United States Government into this controversy, then it will 
be settled satisfactorily to everybody concerned, providing 
Uncle Sam pays out a million dollars. 

Mr. CHAVEZ. Will the gentleman yield? 

Mr. JENKINS. In just a moment. 
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Now, if you want to spend a million dollars of the Govern- 
ment’s money and wish to indicate your inclination so to do 
by your vote, that is your privilege; but I am opposed to an 
economy that takes from the soldiers and pays to others 
who have no legitimate claim. That is the reason I ob- 
jected to the matter being taken up under unanimous con- 
sent. I have for years maintained that any bill which calls 
for the expenditure of a large sum of money should not be 
taken up under unanimous consent. 

A bill of this magnitude should not be taken up under 40 
minutes’ debate. You can easily see this carries with it im- 
plications that would ramify in various directions, and we 
should have 2 or 3 hours’ discussion of a proposition like 
this. We should have ample opportunity for discussion 
after due notice. The membership of the House had no ad- 
vance notice that this bill would come up today. 

I am a friend of the Indian, but here is the Indian on one 
side and Uncle Sam on the other. I also feel that Uncle 
Sam needs a friend once in awhile. Of course, I notice the 
Secretary of the Interior has recommended the passage of 
this bill and the Director of the Budget has recommended 
the passage of the bill, but the Director of the Budget comes 
from Arizona. That may have something to do with it. 
The Director is seeking to make a great reputation as a 
money saver and I agree with him generally, but where is he 
justified in cutting the soldiers and at the same time recom- 
mending the payment of this enormous sum? I would like 
to ask you Democrats over there if this is in line with our 
economy program, to vote out a million dollars just on 
20 minutes’ discussion, with nobody making objection to it 
except a few of us Republicans, and we are unprepared. 

I am not a member of the committee and I have had no 
opportunity to know the facts, but I can appreciate what 
a million dollars is and I am sure that the United States 

feels the shock when a million dollars moves out 
of the United States Treasury. 

There are United States judges and United States at- 
torneys who have been and are being paid to adjudicate such 
controversies and they should do so thereby relieving the 
Treasury of this terrible drain. 

Mr. CHAVEZ. Will the gentleman yield? 

Mr. JENKINS. Yes; I yield. : 

Mr. CHAVEZ. I assure the gentleman from Ohio that 
the United States Court for the District of New Mexico has 
passed on each of these 5,545 cases. 

Mr. JENKINS. And what has been the decision? 

Mr. CHAVEZ. The decisions have been in support of the 
Board in some instances and against it in others. Every 
one of these cases went before the United States District 
Court. That is probably why the Board was there for 7 
years. 

Mr. JENKINS. But the United States District Court did 
not find that Uncle Sam owed these people the money. 
They found that those two people owed each other, but 
Uncle Sam did not owe those people anything. 

Mr. CHAVEZ. Then the gentleman has not read the act 
of 1924. 

Mr, CARTER of Wyoming. Will the gentleman yield? 

Mr. JENKINS. I yield. 

Mr. CARTER of Wyoming. Did I understand the gentle- 
man to say that, because the Director of the Budget comes 
from the State of Arizona, that might induce him to pass 
favorably upon this bill? 

Mr. JENKINS. Yes; I said it and I think it would, and 
I know that the gentleman agrees with me that it would, 
and I thank him for his interruption. 

Mr. CARTER of Wyoming. I just wanted to know if the 
gentleman said that. 

Mr. JENKINS. Mr. Speaker, I yield to the gentleman 
from Wisconsin [Mr. Peavey], a member of the committee, 
although he is in opposition to my view on this proposition. 
I want to be fair and I yield to the gentleman 5 minutes. 

Mr. PEAVEY. Mr. Speaker, I want to say to the gentle- 
man from Ohio [Mr. Jenxtns] who I know would not do 
any injustice to the Indians, that I am perfectly satisfied 
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if the gentleman had had an opportunity to sit on the Indian | and bring it up at a regular session of Congress, when we 


Affairs Committee with me for the last several months while 
we have been considering this proposition, he would be the 
last one today to oppose this bill. 

The gentleman said that no one is to be injured directly 
and no one is to suffer directly if this bill is not enacted 
into law. I take issue with that statement because witnesses 
appeared before our committee that proved the contrary to 
be true. Thousands of dependent Indians who always have 
been loyal to the United States, who always have been peace- 
able, who have supported the United States during every 
Indian controversy on the border before the Civil War and 
since, are going to be dispossessed, not only of their homes 
but of an opportunity to raise crops and make a living, if 
this bill does not pass, thereby making it possible to revest 
these Indians with lands that have been taken up by the 
whites. That is the prime purpose of this bill, to revest 
these Pueblos with the irrigated lands taken from them by 
whites while under the guardianship of the United States. 

Mr. JENKINS. Will the gentleman yield? 

Mr. PEAVEY. I yield. 

Mr. JENKINS. If the white man has taken Indian lands, 
is there not any opportunity for that Indian to go into 
court and defend his rights? 

Mr. PEAVEY. I will answer the gentleman in this way: 
I am not a lawyer, and therefore I cannot answer the gen- 
tleman in legal phraseology, but as a practical proposition, 
he cannot from this standpoint: The white man is there. 
He is in possession of the land. He is able to hire lawyers 
to represent him in the courts. Those lawyers are in the 
courts today representing the white man. The Indian is 
destitute. Cases of the very nature which the gentleman 
spoke of are now before the United States Supreme Court. 
The Indians have not a dollar with which to defend them- 
selves. What is the practical result of that situation? The 
gentleman knows as well as I do; the whites will get the 
land and the Indian will be dispossessed. I am not here 
fighting the whites nor fighting to raid the Treasury, but I 
am fighting to do justice to these Pueblo Indians, because 
the Government of the United States took over the guard- 
ianship of those Indians without their wish or consent, and 
have held it since 1848, and I maintain the Government 
owes the Indian that duty—to protect him in the owner- 
ship and possession of his land. That is simply a matter of 
justice. 

The SPEAKER pro tempore. The time of the gentleman 
from Wisconsin [Mr. Peavey] has expired. 

Mr. JENKINS. Mr. Speaker, I yield 2 minutes to the 
gentleman from Alabama [Mr. ALLcoop]. 

Mr. ALLGOOD. Mr. Speaker, this legislation might have 
been good legislation back in 1924, but we are not now 
legislating in 1924. The conditions that confront the people 
of this Nation today are not the conditions that confronted 
us in 1924. We are running a tremendous deficit, and there 
are thousands of claims throughout this Nation, which 
claims are before the committees of this Congress, claims of 
individuals who have been done an injustice, and it has been 
proven, and yet we are not attempting to get these claims 
up and have them passed at this extra session of Congress. 

I do not think at this time we should bring up and pass 
in 40 minutes a measure taking $1,000,000 out of the Treas- 
ury, because this is no more an emergency than the diffi- 
culties confronting hundreds of other people who have 
claims against the Government. This session of Congress 
was called to take care of the entire Nation, not individuals, 
or States. 

I am going to vote against the measure because it is not 
on the President’s program of relief. 

Mr. HOWARD. Mr. Speaker, will the gentleman yield? 

Mr. ALLGOOD. I yield. 

Mr. HOWARD. Does not the gentleman know that in- 
stead of taking $1,000,000 out of the Treasury at this time 
the bill provides that no payment shall be made under this 
act until the fiscal year 1937, and only one third of it then? 

Mr. ALLGOOD. Then why not wait until 1937 to pass it? 
If the money is not to be spent until 1937, why not wait 


can have a full discussion of the facts? 

Mr. CHAVEZ. Is the gentleman more anxious than the 
Director of the Budget to save money for the country at 
the present time? 

Mr. ALLGOOD. The Director of the Budget cut the sol- 
diers deeper than we thought he would. If we are going 
to take money from the soldiers to balance the Budget, I 
am going to vote to take it from the other fellows, many of 
whom are not as much entitled to it as were some who lost 
a part or all of their pension. 

Mr. CHAVEZ. The gentleman voted to cut the soldiers’ 
benefits. 

Mr. ALLGOOD. Yes; I voted for it. 

Mr. CHAVEZ. I did not. 

Mr. ALLGOOD. The fact that I did vote for the economy 
bill causes me today to stand here and oppose this measure. 
The soldiers and Government employees have been given 
reductions, and I intend to speak and vote against ques- 
tionable appropriations of every mature. I dare say that 
90 percent of the soldiers who were drawing pensions will 
uphold Congress in the Economy Act if this administration 
succeeds in bringing back prosperity, so that men and women 
will have jobs and so that farm products bring fair prices. 
The passage of measures of this kind, however, will keep 
the Budget unbalanced and will retard the return of 
prosperity. 

Mr. JENKINS. Mr. Speaker, I yield the balance of my 
time to the gentleman from New York [Mr. Taser]. 

Mr. TABER. Mr. Speaker, it appears that in 1924 we 
passed a law which I have not had time to read since this 
debate started. It is about eight pages long. That law con- 
tained a provision under which this committee is seeking 
this further authorization. I have not had time to read the 
provision, 

It appears that in a great many cases white folks went 
onto Indian lands and settled on them without authority 
of law. Although they paid them some money, they did not 
get good title. Now, is it up to the Government of the United 
States to protect those white folks any more than folks in 
New York City who buy land without taking pains enough 
to see they are getting good title? 

Is it up to the Government of the United States to pay 
Indians for land which white folks paid them for in the 
first place, perhaps illegally, but paid them? 

What is the situation? I tried to bring out just exactly 
what the situation was. 

If this bill were confined to an authorization to pay people 
who went on this land and received patents for it from the 
United States Government, I should not object to it, but it 
does not appear what part of it is that way and what part 
of it is any other way. 

It also appears that none of this money is to be paid 
under any circumstances until 1937. So 4 years will inter- 
vene between now and then. Why not wait until we can go 
into this situation carefully and have all the facts presented 
to Congress before we attempt to consider a piece of legis- 
lation of such importance? 

One million dollars today is as great as, if not greater 
than, $15,000,000 was in 1924. 

We must not pass so important a bill as this with such 
brief consideration. 

Mr. DOCKWEILER. Mr. Speaker, will the gentleman 
yield? 

Mr. TABER. I yield. 

Mr. DOCKWEILER. I see from the report on this bill 
that on page 5 one of the claimants is a man named A. 
Dockweiler, who is to be paid $11.12. Later on the name 
appears again as the recipient of $230.50. 

I shall vote for this bill but I want to admonish the House 
that this is no relative of mine; I do not know him. In 
order to defend myself on this account and my seven 
brothers, I want to say that this man Dockweiler is no 
relation of ours. [Applause.] 

Mr. HASTINGS. Mr. Speaker, will the gentleman yield 
for a question? 
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Mr. TABER. I yield. 

Mr. HASTINGS. This is a controversy that has been 
pending in Congress for many years. It resulted finally in 
the act of June 7, 1924, I think it was, under which a board 
was created. 

If the Membership of the House would take time to read 
the four pages of the report of the Secretary of the Interior 
and carefully consider it and the recommendation he makes, 
I do not believe there would be a single vote against this 
bill in the House. 

It is an old controversy. It has extended over a period 
of years. Of course, on the floor of Congress, we cannot 
take up all the details of the controversy, but after the 
most mature consideration, after having a full report made 
by the Indian Bureau and the Secretary of the Interior, 
who is the one who administers the affairs of the Indians, 
this bill is presented. Further, may I say, it is approved by 
the Bureau of the Budget. 

Mr. TABER. Mr. Speaker, I cannot yield further. 

I call attention to page 17 of the report which speaks of 
the increase of compensation to the amount of $761,954.88 
for the parcels of land in question as being the difference 
between the appraised unimproved, present market value of 
the lands and the amount previously awarded. May I call 
attention to the fact that, instead of going up in value at 
this time, land has gone down in value? 

Mr. HASTINGS. Will the gentleman permit me to say 
further that the prior Secretary of the Interior under the 
last administration, after giving detailed consideration to 
all of the facts, recommended favorable action upon this 
bill? 

So, the former Secretary of the Interior, the present Sec- 
retary of the Interior, the former Commissioner of Indian 
Affairs, and the present Commissioner of Indian Affairs 
recommend favorable action upon this bill. 

[Here the gavel fell.] 

The SPEAKER pro tempore. The question is on the sus- 
pension of the rules and the passage of the bill. 

The question was taken; and on a division (demanded by 
Mr. JENKINS) there were—ayes 80, noes 26. 

So (two thirds having voted in favor thereof), the rules 
Were suspended and the bill was passed. 


RESOLUTIONS OF THE FLORIDA STATE LEGISLATURE 


Mr. GREEN. Mr. Speaker, I ask unanimous consent to 
address the House for 1 minute. 

The SPEAKER. Is there objection? 

There was no objection. 

Mr. GREEN. Now, Mr. Speaker, I ask to revise and extend 
my remarks and to include therein resolutions from the 
Florida State Legislature. 

There was no objection. 

Mr. GREEN. Now, Mr. Speaker and my colleagues, Flor- 
ida State Senate concurrent resolution no. 4 urges that 
Florida State road no. 82, from Lake City, Fla., to the 
Georgia State line, be included in Florida’s allotment of 
roads entitled to Federal aid as a military road or other- 
wise. This is one of the most important highways in my 
State. It leads from the upper central portion of the State 
to northern points. It is important not only to Florida, 
but to other States. 

Senate concurrent resolution no. 5 asks federalizing of 
State roads no. 2 and no. 23. It leads from Ocala, Fla., 
to Palmetto and Bradenton. While senate concurrent res- 
olution no. 10 requests the same for Florida State road 
no. 50. It leads from near Jasper, Fla., to the Georgia 
State line. These last-named highways are also main high- 
ways in Florida and will add considerably to our national 
highways system. 

The resolutions calling for these designations follow. 


Senate concurrent resolution 4 


A concurrent resolution requesting that State road no. 82 from 
Lake City and Columbia County, Fla., to the Georgia line, be in- 
cluded in the State of Florida’s allotment of roads entitled to 
Federal aid as a military road or otherwise. 


Whereas State road no, 82 running from Lake City in Columbia 
County, Fla.. to the Georgia line is an existing highway, which 
has been substantially graded and improved as included in the 
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designation of State highways in the State of Florida in its State 
highway system, and 

Whereas the location and route of said road is such as to make 
the same extremely valuable for the use of a military road in 
time of war and for use as a commercial highway at other times: 
Therefore be it 

Resolved by the Senate of Florida (the house of representatives 
concurring), That the Legislature of the State of Florida respect- 
fully calls the attention of the Senators and Representatives of 
the State of Florida in the Congress of the United States to said 
road no. 82 from Lake City in Columbia County, Fla., to 
the Georgia line, and request the Senators and Representatives in 
the Congress of the United States from this State to present to 
the proper Federal bureau or department and to the Congress of 
the United States the advisability of having said road included 
in the system of roads in the State of Florida entitled to Federal 
aid as a military road or otherwise; be it further 

Resolved, That a copy of this resolution under the great seal 
of the State of Florida be forwarded to each of the Senators 
and Representatives of Florida in the Congress of the United 
States, to be filed with said Congress of the United States and 
with the proper Federal bureau or department having jurisdic- 
tion of matters hereinbefore referred to. 

Approved by the Governor of Florida May 10, 1933. 

STATE OF FLORIDA, 
Office Secretary of State, ss: 

I, R. A. Gray, secretary of state of the State of Florida, do 
hereby certify that the foregoing is a true and correct copy of 
senate concurrent resolution no. 4 as passed by the Legisla- 
ture of Florida, session 1933, and filed in this office. 

Given under my hand and the great seal of the State of Florida, 
at Tallahassee, the capital, this 12th day of May A.D. 1933. 

[SEAL] R. A. Gray, Secretary of State. 


— 


Senate concurrent resolution 5 


Whereas State road no. 2 and State road no. 23 running from 
Ocala, Fla., to Palmetto and Bradenton, Fla., by the way of Belle- 
view, Bushnell, Dade City, Plant City, and Oak Park, also from 
Coleman to Lakeland, via Bevilles Corner, Webster, is an existing 
highway which has been substantially graded and improved as 
included in the State highways in the State of Florida in its 
State highway system; and 

Whereas, the location and route of said road is such as to make 
the same extremely valuable for use as a military road in time 
of war, and for use as a commercial highway at other times, and 
a valuable and useful highway for the transportation of vegetables 
throughout the section through which it traverses, enabling better 
marketing conditions for the growers of such fruits and vege- 
tables; be it therefore 

Resolved by the Florida State Senate (the house of representa- 
tives concurring), That the ture of the State of Florida 
respectfully calls to the attention of the Senators of the State of 
Florida and their Representatives in Congress of the United States 
to said State road no. 2 and State road no. 23, running from 
Ocala, Fla., to Palmetto and Bradenton, Fla., by way of Belleview, 
Bushnell, Dade City, Plant City, and Oak Park, also from Coleman 
to Lakeland, via Bevilles Corner and Webster, and request the Sen- 
ators and Representatives in Congress of the United States from 
Florida to present to the proper Federal bureau or department and 
to the Congress of the United States the advisability of having said 
road included in the system of roads in the State of Florida en- 
titled to Federal aid as a military road or otherwise; be it further 

Resolved by the Florida State Senate (the house of representa- 
tives concurring), That the State Road Department of the State 
of Florida shall make request to all proper Federal boards, engi- 
neers, or commission to have placed upon and in the allotment 
State road no. 2 and State road no 23, entitling such highway 
to Federal aid as a military road or otherwise; be it further 

Resolved, That a copy of this resolution under the great seal 
of the State of Florida be forwarded to each of the Senators 
and Representatives of Florida in the Congress of the United 
States to be filed with said Congress of the United States and 
with the proper Federal bureau or department having jurisdic- 
tion of matters hereinbefore referred to and that a copy be for- 
warded to the membership of the State Road Department of the 
State of Florida for their immediate action and consideration. 

Approved by the Governor of Florida, May 10, 1933. 

STATE OF FLORIDA, 
Office Secretary of State, ss: 

I, R. A. Gray, secretary of state of the State of Florida, do hereby 
certify that the foregoing is a true and correct copy of senate 
concurrent resolution no. 5 as passed by the Legislature of 
Florida, session 1933, and filed in this office. 

Given under my hand and the great seal of the State of Florida, 
at Tallahassee, the capital, this the 12th day of May A.D. 1933. 

[SEAL] R. A. Gray, Secretary of State. 


Senate concurrent resolution 10 


Whereas State road, that part of the State road no. 50, being the 
certain road beginning at State road no. 2 just west of Jasper, 
Fla., and running in a northerly direction to the 
the most direct and practical route, same being a 
Suwanee Scenic Highway, is an existing highway which has been 
substantially graded and improved as included in the State high 
ways in the State of Florida in its State highway system; 

Whereas the location and route of said road is such as to 
the same extremely valuable for use as a military road in 
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of war, and for use as a commercial highway at other times, and 
a valuable and useful highway for the transportation of vegetables 
throughout the section through which it traverses, enabling bet- 
ter marketing conditions for the growers of such fruits and vege- 
tables: Be it therefore 

Resolved by the Florida State Senate (the house of representa- 
tives concurring), That the Legislature of the State of Florida re- 
spectfully calls to the attention of the Senators of the State of 
Florida and their Representatives in Congress of the United States 
to said State road no. 59, being the certain road beginning at State 
road no. 2, just west of Jasper, Fla., and running in a northerly di- 
rection to the Georgia line in the most direct and practical route. 
same being a part of the Suwanee Scenic Highway, and the 
Senators and Representatives in Congress of the United States 
from Florida to present to the proper Federal bureau or depart- 
ment and to the Congress of the United States the advisability 
of having said road included in the system of roads in the State 
of Florida entitled to Federal aid as a military road or otherwise; 


by the Florida State Senate (the house of 
representatives concurring), The State Road Department of the 
State of Florida shall make request to all proper Federal boards, 
engineers, or commission to have placed upon and in the allot- 
ment State road no. 50, being the certain road beginning at 
State road no. 2 just west of Jasper, Fla, and running in a 
northerly direction to the Georgia line in the most direct and 
practical route, same being a part of the Suwanee Scenic High- 
Way, entitling such highway to Federal aid as a military road or 
otherwise; be it 

Further resolved, That a copy of this resolution under the 
great seal of the State of Florida be forwarded to each of the 
Senators and Representatives of Florida in the Congress of the 
United States to be filed with said Congress of the United States 
and with the proper Federal bureau or department having juris- 
diction of matters hereinbefore referred to and that a copy be 
forwarded to the membership of the State Road Department of 
the State of Florida for their immediate action and consideration. 

Approved by the Governor of Florida May 10, 1933. 

STATE oF FLORIDA, 
Office of Secretary of State, ss: 

I, R. A. Gray, secretary of state of the State of Florida, do 
hereby certify that the foregoing is a true and correct copy of 
senate concurrent resolution no. 10 as passed by the Legislature 
of Florida, session 1933, and filed in this office. 

Given under my hand and the great seal of the State of Flor- 
ida, at Tallahassee, the capital, this the 12th day of May A.D. 1933. 

[SEAL] R. A. Gray, Secretary of State. 


PER CAPITA PAYMENT TO THE MENOMINEE TRIBE OF INDIANS 


Mr. HOWARD. Mr. Speaker, I ask unanimous consent 
for the present consideration of the bill (H.R. 4494) author- 
izing a per capita payment of $100 to the members of the 
Menominee tribe of Indians of Wisconsin from funds on 
deposit to their credit in the Treasury of the United States. 

The SPEAKER pro tempore. Is there objection to the 
present consideration of the bill? 

There was no objection. 

The Clerk read the bill as follows: 

Be it enacted, etc., That the Secretary of the Interior be, and 
he is hereby, authorized to withdraw from the fund in the Treas- 
ury of the United States on deposit to the credit of the Menomi- 
nee Indians in the State of Wisconsin a sufficient sum to make 
therefrom a per capita payment or distribution of $100, in two 
equal installments of $50 each, immediately upon passage of this 
act, and on or about October 15, 1933, to each of the living mem- 
bers on the tribal roll of the Menominee tribe of Indians of the 
State of Wisconsin, under such rules and regulations as the said 
Secretary may prescribe. 

With the following committee amendments: 

Page 1, line 8, strike out “two equal installments of $50 each” 
and insert “three installments, $50”; in line 9, strike out the 
word “and” and insert “$25”; and on page 2, line 1, after 
“ 1933 ”, insert and $25 on or about January 15, 1934.” 

The committee amendment was agreed to. 

The bill, as amended, was ordered to be engrossed and 
read a third time, was read the third time, and passed. 

On motion of Mr. Howarp, a motion to reconsider the vote 
by which the bill was passed was laid on the table. 

CLAIM OF DISTRICT NO. 13, CHOCTAW COUNTY, OKLAHOMA 

Mr. CARTWRIGHT. Mr. Speaker, I ask unanimous con- 
sent for the present consideration of the bill (S. 73) to 
authorize the Comptroller General to allow claim of district 
no. 13, Choctaw County, Okla., for payment of tuition for 
Indian pupils. 

The Clerk read the Senate bill as follows: 


Be it enacted, etc, That the Comptroller General is hereby 
authorized and directed to allow payment of claims of the public 
school district no. 18, Choctaw County, Okla., for tuition of Indian 
pupils during the fiscal year 1931, in the sum not to exceed 
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$3,435.61, from the appropriation entitled “Indian schools, Five 
Civilized Tribes, Oklahoma, 1931.” 

Mr. MARTIN of Massachusetts. Mr. Speaker, I reserve 
77 right to object. Will the gentleman explain what this 

? 

Mr. CARTWRIGHT. Yes. It authorizes the Comptroller 
General to allow a claim of district no. 13, Choctaw 
County, Okla., for payment of tuition of Indian pupils. In 
other words, the bill provides an authorization for the 
Comptroller to approve a contract for the payment of the 
tuition of 100 or more orphan Indian children who are now 
taken care of in a little orphan home in my district in 
Oklahoma. The money has already been appropriated, and 
this is simply an authorization. 

Mr. HASTINGS. With the permission of my colleague 
from Oklahoma, let me say that this bill has passed the 
Senate. It passed the Senate at the last session of Con- 
gress. It was favorably recommended by the House Com- 
mittee on Indian Affairs at the last session of Congress, and 
this identical Senate bill has been favorably reported by the 
House Committee on Indian Affairs and is H.R. 3853. 

Mr. MARTIN of Massachusetts. What does the bill do? 

Mr. HASTINGS. Let me say to the gentleman that it 
has a unanimous report from the House Committee on 
Indian Affairs, and the bill does this: 

In Oklahoma and throughout the West where Indian 
pupils attend white schools there is an appropriation for a 
certain per capita allowance. This is true in all of the 
Western States. This is true in Oklahoma and was true 
in 1931, when this appropriation of $350,000 was made to 
supplement the taxes of white schools for the attendance 
of Indian pupils, and is made in lieu of taxes not collected 
from nontaxable Indian lands. 

The gentleman may not be as familiar as the Members 
from the West in this matter, but this appropriation has 
been made for a number of years. 

In this particular case a certain number of Indian chil- 
dren were living at the old Goodland Orphan School. The 
school had been discontinued, but they were boarding there. 
They were sent over and attended an Indian district day 
school, and this is permitting the payment out of this ap- 
propriation that was made for that year the same amount 
that was paid for other Indian pupils who attended the 
same school. 

Mr. MARTIN of Massachusetts. This comes out of the 
general Indian fund? 

Mr. HASTINGS. It comes out of that appropriation. 

Mr. MARTIN of Massachusetts. How much does it 
amount to? 

Mr. HASTINGS. Three thousand four hundred and 
thirty-five dollars and sixty-one cents. 

Mr. MARTIN of Massachusetts. I have no objection. 

The SPEAKER pro tempore. Is there objection to the 
consideration of the bill? 

There was no objection. 

The bill was ordered to be read a third time, was read 
the third time, and passed. 

A motion to reconsider was laid on the table. 


AMENDING SECTION 1025 OF THE REVISED STATUTES 


Mr. KURTZ. Mr. Speaker, I ask unanimous consent to 
take from the Speaker’s table the bill (S. 1582) to amend 
section 1025 of the Revised Statutes of the United States 
and consider the same. 

The SPEAKER. The Clerk will report the bill. 

The Clerk read the bill, as follows: 


8. 1582 


An act to amend section 1025 of the Revised Statutes of the 
United States 

Be it enacted, etc., That section 1025 of the Revised Statutes 
of the United States be, and the same is hereby, amended so as 
to read as follows: 

“ Sec, 1025. No indictment found and presented by a grand jury 
in any district or other court of the United States shall be deemed 
insufficient, mor shall the trial, judgment, or other proceeding 
thereon be affected by reason of any defect or imperfection in 
matter of form only, which shall not tend to the prejudice of 
the defendant, or by reason of the attendance before the grand 
jury during the taking of testimony of one or more clerks or 
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stenographers employed in a clerical capacity to assist the dis- 
trict attorney or other counsel for the Government who shall, 
in that connection, be deemed to be acting for and on 
behalf of the United States in an official capacity and function.” 

The SPEAKER pro tempore. Is there objection? 

Mr. JENKINS. Reserving the right to object, I should 
like to ask the gentleman whether or not this bill had 
the thorough consideration of the Judiciary Committee— 
whether or not the membership of the Judiciary Committee 
was full when it was considered. 

Mr. KURTZ. This is a bill passed by the Senate. We 
considered a similar bill and there was not a single vote 
against it. 

Mr. McFARLANE. Will the gentleman from Pennsyl- 
vania explain the provisions of the bill? 

Mr. KURTZ. I shall be glad to. Under the common law 
a district attorney was not permitted to be before the grand 
jury when a vote was taken on any indictment. Frequently 
a district attorney, unskilled in the practice, would remain 
before the grand jury while the vote was being taken. In 
cases of that kind the defendant’s attorney could move to 
quash the indictment. Sometimes the statute of limitations 
was about to run and frequently the defendant would 
escape. 

So most of the jurisdictions within the United States have 
passed laws permitting the district attorney to be in the 
grand jury room when the vote is taken on a particular bill. 
Some jurisdictions have not passed any laws providing for 
permission of any clerk or stenographer to be before a grand 
jury. 

Frequently, it is absolutely essential in this day, and so 
this bill provides that a clerk or a stenographer may be 
present when the vote is taken. 

Mr. GLOVER. Does the gentleman say that this provides 
that a stenographer or clerk may be present when a vote of 
the grand jury is taken? 

Mr. KURTZ. Yes. This permits the clerk or a stenog- 
rapher to be present. 

Mr. GLOVER. While the vote on the indictment is being 
taken? 

Mr. KURTZ. Yes. How could that have any infiuence 
on the vote by the grand jury. 

Mr. GLOVER. Because it is a sacred place where they 
are dealing with the rights of the individual. The law does 
not allow the prosecuting attorney to be present in the 
grand jury room when the vote is taken. I think it is a 
safe rule. I have been a prosecuting attorney for 4 years, 
and I do not believe that the prosecuting attorney ought to 
be allowed in the grand jury room when the vote is being 
taken. 

Mr. KURTZ. The prosecuting attorney in most jurisdic- 
tions today is permitted to be in the grand jury room when 
the vote is taken. 

Mr. GLOVER. As far as I know, that is not the fact. 

Mr. KURTZ. It could not be done, of course, under the 
common law. 

Mr. McKEOWN. Will the gentleman yield? 

Mr. KURTZ. I yield. 

Mr. McKEOWN. There is no purpose here by this bill 
to influence any vote but to prevent irregularities. 

Mr. GLOVER. Whenever any irregularity comes up in 
a grand jury room an indictment can be quashed and 
returned again in 10 minutes. 

Mr. McKEOWN. The main purpose of this bill is simply 
to give the prosecuting attorney an opportunity to have a 
clerk or stenographer to take the testimony before the 
grand jury. 

Mr. GLOVER. Oh, for the taking of testimony, yes; but 
this the gentleman says is to provide for their presence when 
they they are voting on an indictment. 

That is the gentleman’s statement, and I am not going to 
vote for anything that will allow a stenographer or a prose- 
cuting attorney or anybody else to be present when the grand 
jury is voting on the liberties of our people. What is the 
haste for taking this bill up at this time? 

Mr. KURTZ. The chairman of the Committee on the 
Judiciary happens to be one of the managers on the part of 
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the House and is in the Senate on the Louderback im- 
peachment. 

Mr. GLOVER. I thought that that impeachment was to 
proceed from 9 o’clock until 12 o’clock every day. 

Mr. KURTZ. It began at 12:30 o’clock today. 

Mr. HOOPER. Mr. Speaker, will the gentleman yield? 

Mr. KURTZ. Yes. 

Mr. HOOPER. Has this bill been reported out during 
this session by the Committee on the Judiciary? 

Mr. KURTZ. This is a bill that was passed by the Senate. 
We had a similar House bill, and it was reported out at this 
session. 

Mr. HOOPER. When? 

Mr. KURTZ. About 10 days ago. 

Mr. HOOPER. I do not recall being present, and I think 
I have been present every meeting of the committee. 

Mr. O'MALLEY. Mr. Speaker, as far as I can see, after 
reading this particular bill, there is nothing in it that could 
be construed to mean that a prosecuting attorney or clerk 
or stenographer could be present at the time the grand jury 
is voting on an indictment. 

Mr. KURTZ. Not when they are voting, but when the 
testimony is being taken. 

Mr. GLOVER. Mr. Speaker, I ask to see the bill. Since 
reading the bill I find that it does not correspond with what 
I understood the gentleman to state and what he did state 
to the House. The bill does not provide that they shall be 
there when the vote is being taken. Under the bill as I have 
read it, it only provides for taking testimony. I have no 
objection to it. 

The SPEAKER pro tempore. The question is on the 
third reading of the Senate bill. 

The Senate bill was ordered to be read a third time, was 
read the third time and passed, and a motion to reconsider 
laid on the table. 

A similar House bill was ordered laid on the table. 

The bills H.R. 2834 and 3853 were laid on the table, simi- 
lar Senate bills having passed the House. 

LEAVE OF ABSENCE 

By unanimous consent, leave of absence was granted as 
follows: 

To Mr. CLAIBORNE, for 3 days, on account of illness. 

To Mr. BERLIN, for Wednesday and Thursday, on account 
of important business. 

To Mr. Kes, for 3 days, on account of business relative to 
the good of the State of West Virginia. 

To Mr. PARKER of Georgia, indefinitely, on account of im- 
portant business. 

To Mr. Brooxs, for 3 days, on account of illness in his 
family. 

TWENTIETH AMENDMENT TO THE CONSTITUTION OF 

` UNITED STATES 

The SPEAKER pro tempore laid before the House a com- 
munication from R. A. Gray, secretary of state of the 
State of Florida, transmitting a resolution of the Legisla- 
ture of the State of Florida, confirming the twentieth amend- 
ment to the Constitution of the United States. 

SENATE ENROLLED BILL SIGNED 

The SPEAKER announced his signature to an enrolled 
bill of the Senate of the following title: 

S. 7. Providing for the suspension of annual assessment 
work on mining claims held by location in the United States 
and 
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ADJOURNMENT 

Mr. HOWARD. Mr. Speaker, I move that the House do 
now adjourn. 

The motion was agreed to; and accordingly (at 3 o'clock 
and 11 minutes p.m.) the House adjourned until tomorrow, 
Tuesday, May 16, 1933, at 12 o’clock noon. 


- COMMITTEE HEARING 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE 
(Tuesday, May 16, 10 a.m.) 


Continuation of the hearings on H.R. 5500—the Emer- 
gency tion Act, 1933. 
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EXECUTIVE COMMUNICATIONS, ETC. 

Under clause 2 of rule XXIV, executive communications 
were taken from the Speaker’s table and referred as follows: 

64. A letter from the Secretary of War, transmitting a 
letter from the Chief of Engineers, United States Army, 
dated May 9, 1933, submitting a report, together with ac- 
companying papers, on a preliminary examination of har- 
bors at Glen Arbor and Glen Haven, Mich., authorized by 
the River and Harbor Act approved July 3, 1930; to the 
Committee on Rivers and Harbors. 

65. A letter from the Secretary of War, transmitting a 
letter from the Chief of Engineers, United States Army, 
dated May 9, 1933, submitting a report, together with ac- 
companying papers, on a preliminary examination of Big 
Muddy River, Ill., authorized by the River and Harbor Act 
approved March 3, 1925; to the Committee on Rivers and 
Harbors. 

66. A letter from the Secretary of War, transmitting a 
letter from the Chief of Engineers, United States Army, 
dated May 9, 1933, submitting a report, together with ac- 
companying papers, on a preliminary examination of Ana- 
huac Channel, Tex., authorized by the River and Harbor 
Act approved July 3, 1930; to the Committee on Rivers and 
Harbors. 

67. A letter from the Secretary of War, transmitting a 
letter from the Chief of Engineers, United States Army, 
dated May 9, 1933, submitting a report, together with ac- 
companying papers, on a pre on of Ana- 
cortes Harbor and Cap Saute Waterway, Wash., authorized 
by the River and Harbor Act approved July 3, 1930; to the 
Committee on Rivers and Harbors. 


REPORTS OF COMMITTEES ON PUBLIC BILLS AND 
RESOLUTIONS 


Under clause 2 of rule XII, 

Mr. DICKSTEIN: Committee on Immigration and Natu- 
ralization. H.R. 3673. A bill to amend the law relative to 
citizenship and naturalization, and for other purposes; with- 
out amendment (Rept. No. 131). Referred to the House 
Calendar. 


REPORTS OF COMMITTEES ON PRIVATE BILLS AND 
RESOLUTIONS 


Under clause 2 of rule XIII, 

Mr. COFFIN: Committee on Military Affairs. H.R. 3032. 
A bill for the relief of Paul Jelna; without amendment 
(Rept. No. 129). Referred to the Committee on the Whole 
House. 

Mr. THOMPSON of Illinois: Committee on Military Af- 
fairs. H.R. 363. A bill for the relief of James Moffit; with- 
out amendment (Rept. No. 132). Referred to the Committee 
of the Whole House. 

Mr. THOMPSON of Illinois: Committee on Military Af- 
fairs. H.R. 371. A bill for the relief of Peter Guilday; 
without amendment (Rept. No. 133). Referred to the Com- 
mittee of the Whole House. 

Mr. THOMPSON of Illinois: Committee on Military Af- 
fairs. H.R. 541. A bill for the relief of John P. Leonard; 
with amendment (Rept. No. 134). Referred to the Commit- 
tee of the Whole House. 

Mr. THOMPSON of Illinois: Committee on Military Af- 
fairs. H.R. 1859. A bill for the relief of Albert D. Castle- 
berry; without amendment (Rept. No. 135). Referred to the 
Committee of the Whole House. 

Mr. THOMPSON of Illinois: Committee on Military Af- 
fairs. H.R. 2032. A bill for the relief of Richard A. Chavis; 
with amendment (Rept. No. 136). Referred to the Com- 
mittee of the Whole House. 

Mr. THOMPSON of Illinois: Committee on Military Af- 
fairs. H.R. 2670. A bill for the relief of James Wallace; 
without amendment (Rept. No. 137). Referred to the Com- 
mittee of the Whole House. 

Mr. THOMPSON of Illinois: Committee on Military Af- 
fairs. H.R. 2743. A bill for the relief of William M. Stod- 
dard; with amendment (Rept. No. 138). Referred to the 
Committee of the Whole House. 
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Mr. THOMPSON of Illinois: Committee on Military Af- 
fairs. H.R. 3054. A bill for the relief of Christopher Cott; 
without amendment (Rept. No. 139). Referred to the Com- 
mittee of the Whole House. 

Mr. THOMPSON of Illinois: Committee on Military Af- 
fairs. H.R. 3553. A bill for the relief of Harvey O. Willis; 
without amendment (Rept. No. 140). Referred to the Com- 
mittee of the Whole House. 


CHANGE OF REFERENCE 


Under clause 2 of rule AM, the Committee on Pensions 
was discharged from the consideration of the bill (H.R. 
4997) granting an increase of pension to Amanda E. Wald- 
ws on the same was referred to the Committee on Invalid 

nsions. 


— — 


PUBLIC BILLS AND RESOLUTIONS 


Under clause 3 of rule XXII, public bills and resolutions 
were introduced and severally referred as follows: 

By Mr. HOEPPEL: A bill (H.R. 5626) to amend the act 
approved March 20, 1933 (Public, No. 2, 73d Cong.), to ex- 
tend the benefits of domiciliary and hospital care to men 
discharged from the military service because of disease or 
injury incurred in line of duty; to the Committee on Mili- 
tary Affairs. 

By Mr. JOHNSON of Texas: A bill (H.R. 5627) to amend 
the Tariff Act of 1922; to the Committee on Ways and 
Means. 

By Mr. FLETCHER: A bill (H.R. 5628) to increase to 
$7,000 the maximum amount which may stand to the credit 
of any one person in a postal-savings account; to the Com- 
mittee on the Post Office and Post Roads. 

By Mr. DICKSTEIN: A bill (H.R. 5629) to provide correc- 
tion of status of aliens lawfully admitted without requirement 
of departure to foreign country; to the Committee on Immi- 
gration and Naturalization. 

Also, a bill (H.R. 5630) to provide for review of the action 
of consular officers in refusing immigration visas; to the 
Committee on Immigration and Naturalization. 

By Mr. HASTINGS: A bill (H.R. 5631) to authorize the 
Secretary of the Interior to place with the Oklahoma His- 
torical Society at Oklahoma City, Okla., as custodian for 
the United States, certain records of the Five Civilized 
Tribes, and of other Indian tribes in the State of Oklahoma, 
under rules and regulations to be prescribed by him; to the 
Committee on Indian Affairs. 

By Mr. KLEBERG: A bill (H.R. 5632) to supplement and 
support the Migratory Bird Conservation Act by providing 
funds for the acquisition of areas for use as migratory-bird 
sanctuaries, refuges, and breeding grounds, for developing 
and administering such areas, for the protection of certain 
migratory birds, for the enforcement of the Migratory Bird 
Treaty Act and regulations thereunder, and for other pur- 
poses; to the Committee on Agriculture. 

By Mr. HOWARD (by departmental request): A bill (H.R. 
5633) to permit relinquishments and reconveyances of 
privately owned and State school lands for the benefit of 
the Indians of the Acoma pueblo, N. Mex.; to the Commit- 
tee on Indian Affairs. 

By Mr. JOHNSON of Texas: A bill (H.R. 5634) to provide 
for the use of net weights in interstate and foreign com- 
merce transactions in cotton, to provide for the stand- 
ardization of bale covering for cotton, for the purpose of 
requiring the use of a domestic product, and for other 
purposes; to the Committee on Agriculture. 

By Mr. McSWAIN: A bill (H.R. 5645) to amend the Na- 
tional Defense Act of June 3, 1916, as amended; to the Com- 
mittee on Military Affairs. 

By Mr. PATMAN: Resolution (H.Res. 144) requesting the 
Attorney General to make an investigation of the produc- 
tion, distribution, or exhibition of motion and sound pic- 
tures; to the Committee on the Judiciary. 

By Mr. McSWAIN: Joint resolution (H.J.Res. 181) to au- 
thorize and direct the reexamination of all personal and 
corporate income-tax returns for the years 1930, 1931, and 
1932; to the Committee on Ways and Means. 
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MEMORIALS 


Under clause 3 of rule XXII, memorials were presented 
and referred as follows: 

By the SPEAKER: Memorial of the Legislature of the 
State of California, memorializing Congress to enact the 
Ludlow unemployment bill; to the Committee on the 
Judiciary. 

Also, memorial of the Territory of Hawaii, memorializing 
Congress to place under the operation of the Hawaiian 
Homes Commission Act, certain parcels of land to be made 
available for allotment by the Hawaiian Homes Commis- 
sion to native Hawaiians, and to enact and adopt a bill 
which will give effect to such purpose; to the Committee on 
the Territories. 

Also, memorial of the Legislature of the State of Texas, 
memorializing Congress to so amend the Wagner bill that 
the Reconstruction Finance Corporation funds to be ap- 
propriated to the Texas Relief Commission may be used for 
the building of good roads in any section of the State which 
cannot use them more profitably in the work of reforesta- 
tion, flood prevention, or soil erosion; to the Committee on 
Banking and Currency. 

Also, memorial of the Legislature of the State of Wiscon- 
sin, relating to the allotment to the States of a part of the 
Federal excise tax on beer; to the Committee on Ways and 
Means. 

Also, memorial of the Territory of Alaska, memorializing 
Congress in re regulations by the United States authorities 
to reduce the number of traps, and to prevent any person 
or company from having exclusive rights of fishery in False 
Pass and Ikatan Bay, and giving equal rights to all Amer- 
ican purse seiners and gill netters while protecting the free 
flow of salmon through the False Pass stream; to the Com- 
mittee on Merchant Marine, Radio, and Fisheries. 

Also, memorial of the Legislature of the State of Wiscon- 
sin, relating to the bill of President Roosevelt for the re- 
financing home mortgages; to the Committee on Banking 
and Currency. 

Also, memorial of the Legislature of the State of Califor- 
nia, memorializing Congress to exempt from the provisions 
of legislation limiting hours of labor to 30 hours a week 
people engaged in the mining industry; to the Committee on 
Labor. 


PRIVATE BILLS AND RESOLUTIONS 


Under clause 1 of rule XXII, private bills and resolutions 
were introduced and severally referred as follows: 

By Mr. BACON: A bill (H.R. 5635) for the relief of Frank 
Kroegel, alias Francis Kroegel; to the Committee on Mili- 
tary Affairs. 

By Mr. CHAVEZ: A bill (H.R. 5636) for the relief of Jose 
Ramon Cordova; to the Committee on Claims. 

By Mr. KOPPLEMANN: A bill (H.R. 5637) for the relief of 
John J. Moran; to the Committee on the Post Office and 
Post Roads. 

By Mr. McSWAIN: A bill (H.R. 5638) for the relief of 
James E. Daniel; to the Committee on Claims. 

By Mr. SISSON: A bill (H.R. 5639) for the relief of Har- 
riet V. Schlindler; to the Committee on Claims. 

By Mr. SWEENEY: A bill (H.R. 5640) for the relief of 
Harry Morganstern; to the Committee on Military Affairs. 

By Mr. THURSTON: A bill (H.R. 5641) granting an in- 
crease of pension to Emma L. Townsley; to the Committee 
on Invalid Pensions. 

By Mr. UNDERWOOD: A bill (H.R. 5642) granting a 
pension to Mary Emma Bussard; to the Committee on In- 
valid Pensions. 

By Mr. WALTER: A bill (H.R. 5643) to confer the Medal 
of Honor to Wilbert E. Bruder for service in the World War; 
to the Committee on Military Affairs. 

By Mr. WILCOX: A bill (H.R. 5644) for the relief of Wil- 
liam E. Fossett; to the Committee on Claims. 


PETITIONS, ETC. 


Under clause 1 of rule XXII, petitions and papers were 
laid on the Clerk’s desk and referred as follows: 
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1035. By Mr. BEITER: Petition of the members of the 
Order Sons of Zion, Buffalo, N.Y., protesting against un- 
civilized and shameful treatment accorded Jews in Ger- 
many; to the Committee on Foreign Affairs, 

1036. Also, petition of the Erie County Committee, the 
American Legion, Buffalo, N.Y., opposing legislation enacted 
by Congress and orders and regulations issued thereunder 
by the Executive, and demanding repeal or modification of 
them with a view of securing plain and pure justice for the 
deserving disabled veterans; to the Committee on World 
War Veterans’ Legislation. 

1037. Also, petition of the Mystic Art Chapter, No. 568, 
Order of the Eastern Star, Buffalo, N.Y., protesting against 
any further economic steps being taken for disarmament; 
to the Committee on Economy. 

1038. Also, petition of the Lake Erie Lodge, No. 343, 
Independent Order Brith Sholom, Buffalo, N.Y., protesting 
against the alleged barbaric treatment of Jews and other 
Soe in Germany; to the Committee on Foreign Af- 
airs. 

1039. By Mr. FOSS: Petition of the Massachusetts Depart- 
ment, Veterans of Foreign Wars, Boston, Mass., urging re- 
peal of the Public Law No. 2, Seventy-third Congress; to 
the Committee on Economy. 

1040. By Mr. GOODWIN: Petition and telegrams from 
Jewish resident citizens and members of the Jeffersonville 
Synagogue of Jeffersonville, Sullivan County; Sisterhood of 
Temple Emanuel, board of trustees of Temple Emanuel, and 
Men’s Club of Temple Emanuel, Kingston; and Hudson Val- 
ley Zionist Region (Rabbi Maurice J. Bloom, president) New- 
burgh, all of the State of New York, protesting against the 
barbarities visited by the Hitler regime upon the Jews in 
Germany; to the Committee on Foreign Affairs. 

1041. By Mr. JOHNSON of Texas: Telegram signed by 
R. L. Wheelock, H. R. Stroube, J. L. Collins, W. C. Stroube, 
J. N. Wheelock, G. C. Hudson, Roy Love, C. C. Albritton, 
O. L. Albritton, Will Thompson, and Wilbur Thompson, of 
Corsicana, Tex., urging the appointment of a Federal dic- 
tator for the oil industry; to the Committee on Interstate 
and Foreign Commerce. 

1042. Also, telegram of Hon. Frank A. Woods, of Frank- 
lin, Tex., opposing Senate bill 1094; to the Committee on 
Banking and Currency. 

1043. By Mr. JOHNSON of Minnesota: Petition of 
Brotherhood of Railroad Trainmen, Local 569, Duluth, 
Minn., opposing coordination of railroads; to the Committee 
on Interstate and Foreign Commerce, 

1044. Also, petition of the Joe Paul Post, No. 334, Redby- 
Red Lake, Minn., that the regional offices of the Veterans’ - 
Administration be maintained and no change be made in 
their present status; to the Committee on World War Vet- 
erans’ Legislation. 

1045. By Mr. LUNDEEN: Petition of Kaniewski-Loss 
Post, No. 1852, Veterans of Foreign Wars, Department of 
Minnesota, urging Congress to increase postage on second- 
class mail to such amount that there will be no deficit; to 
the Committee on the Post Office and Post Roads. 

1046. Also, petition of the Washington County Farmer- 
Labor Campaign Committee, asking for Federal aid for the 
construction and improvement of State highways; to the 
Committee on Roads. 

1047. By Mr. RUDD: Petition of Industrial Chemical 
Sales Co., Inc., New York City, opposing the passage of 
House bill 3759; to the Committee on the Judiciary. 

1048. Also, petition of E. E. Cady, Brooklyn, N.Y., favor- 
ing the passage of the Wilcox municipal refinancing bill; 
to the Committee on Banking and Currency. 

1049. By Mr. SADOWSKI: Petition of 150 citizens of De- 
troit, Mich., protesting against the Hitler regime in Ger- 
many; to the Committee on Foreign Affairs. 

1050. By Mr. SUTPHIN: Petition of the committee of 
American-Jewish citizens of the county of Monmouth, N.J., 
protesting against unjust, unwarranted, and inhuman ex- 
clusion of Jews from the civic, political, and professional life 
of the country (Germany) in which they have lived over 
1,600 years and to which they brought untold glory and dis- 
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tinction in every field of endeavor; to the Committee on 
Foreign Affairs. 

1051. By Mr. SWEENEY: Petition of Mr. and Mrs. M. 
Lange, 9504 Adams Avenue, Cleveland, Ohio, protesting 
against the barbarities by the Hitler regime upon the Jews 
in Germany; to the Committee on Foreign Affairs. 

1052. By the SPEAKER: Petition of the city of Chelsea, 
Mass., opposing the closing of the United States naval hos- 
pital located in Chelsea; to the Committee on Naval Affairs. 


SENATE 
TUESDAY, MAY 16, 1933 
(Legislative day of Monday, May 15, 1933) 


The Senate, sitting as a court for the trial of articles of 
impeachment against Harold Louderback, judge of the 
United States District Court for the Northern District of 
California, met at 11 o’clock a.m. on the expiration of the 
recess. 

The managers on the part of the House of Representa- 
tives appeared in the seats provided for them. 

The respondent, Harold Louderback, with his counsel, 
Walter H. Linforth, Esq., and James M. Hanley, Esq., ap- 
peared in the seats assigned to them. 

CALL OF THE ROLL 

Mr. ASHURST. I suggest the absence of a quorum. 

The VICE PRESIDENT. The clerk will call the roll. 

The legislative clerk called the roll, and the following 
Senators answered to their names: 


Adams Copeland Kendrick Robinson, Ark. 
Ashurst Costigan Keyes Robinson, Ind. 
Austin Couzens King Russell 
Bachman Cutting La Follette Schall 
Bailey Dale Lewis Sheppard 
Bankhead Dickinson Logan Shipstead 
Barbour Long Smith 
Barkley McAdoo Steiwer 
Erickson McCarran Stephens 
Bone McGill Thomas, Okla. 
Bratton Fletcher McKellar Thomas, Utah 
Brown Prazier McNary Townsend 
Bulkley George Metcalf Trammell 
Bulow Glass Murphy Tydings 
Byrd Goldsborough Neely Vandenberg 
Byrnes Gore Norris Van Nuys 
Capper Hale Nye W 
Caraway Harrison Patterson Walcott 
Carey Hastings Pittman Walsh 
Clark Hatfield Pope Wheeler 
Connally Hayden Reed White 
Coolidge Hebert Reynolds 


The VICE PRESIDENT. Eighty-seven Senators have 
answered to their names. A quorum is present. 


WITNESSES SUBPENAED—REPORT OF SERGEANT AT ARMS 


The VICE PRESIDENT. The Chair lays before the Sen- 
ate sitting as a Court of Impeachment a communication from 
the Sergeant at Arms, which the clerk will read. 

The legislative clerk read as follows: 


SENATE OF THE UNITED STATES, 
OFFICE OF THE SERGEANT AT ARMS, 
Washington, D.C., May 15, 1933. 
Hon. JoHN N. G 


Vice President and President of the Senate, 
Washington, D.C. 

My Dear Mer. VICE Prestpent: There are attached hereto a list 
of witnesses for the Government submitted to me by the manag- 
ers on the part of the House of Representatives, and a list of 
witnesses for the respondent submitted to me by his counsel, all 
of said witnesses to be subpenaed for the trial of Harold Louder- 
back, United States district judge for the northern district of 
California. 

There are also attached hereto original subpenas personally 
served by me on the witnesses desired by both parties, said sub- 
penas being duly served and return made according to law. 

Respectfully, 
CHESLEY W. JURNEY, 
Sergeant at Arms. . 
WITNESSES FOR THE GOVERNMENT IN THE IMPEACHMENT TRIAL OF 

HAROLD LOUDERBACK, UNITED STATES DISTRICT JUDGE FOR THE 

NORTHERN DISTRICT OF CALIFORNIA 

Roy Bronson, San Francisco, Calif.; Francis C, Brown, San Fran- 
cisco, Calif.; W. C. Crook, San Francisco, Calif.; Lloyd Dinkelspiel, 
San Francisco, Calif.; Harold A. Dittmore, San Francisco, Calif.; 
Guy H. Gilbert, San Francisco, Calif.; F. L. Guerena, San Francisco, 
Calif.; C. M. Hawkins, San Francisco, Calif.; Sam Leake, San Fran- 
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cisco, Calif.; Miss Dorothea A. Lind, San Francisco, Calif.; Paul S. 
Marrin, San Francisco, Calif.: H. H. McPike, San Francisco, Calif.; 
Fred C. Peterson, San Francisco, Calif.; Erwin E. Richter, San Fran- 
cisco, Calif.; Sidney Schwartz, San Francisco, Calif.; John Douglas 
Short, San Francisco, Calif.; T. W. Slaven, San Francisco, Calif.; 
DeLancy C. Smith, San Francisco, Calif.; Addison G. Strong, San 
Francisco, Calif.; Delger Trowbridge, San Francisco, Calif.; J. A. 
Wainwright, San Francisco, Calif.; Randolph V. Whiting, San 
Francisco, Calif.; Jerome B. White, San Francisco, Calif.; Marion 
paige See Francisco, Calif.; and Sidney M. Ehrman, San Fran- 
cisco, A 


WITNESSES FOR THE RESPONDENT, HAROLD LOUDERBACK, UNITED STATES 
DISTRICT JUDGE FOR THE NORTHERN DISTRICT OF CALIFORNIA 


Miss Grace C. Berger, San Francisco, Calif; H. B. Hunter, San 
Francisco, Calif.; George N. Edwards, San Francisco, Calif.; Marshall 
B. Woodworth, San Francisco, Calif.; Samuel M. Shortridge, Jr., 
San Francisco, Calif.; John M. Dinkelspiel, San Francisco, Calif.; 
Herbert Erskine, San Francisco, Calif.; Morse Erskine, San Francisco, 
Calif.; Harry L. Fouts, deputy clerk United States court, San Fran- 
cisco, Calif.; J. G. Reisner, San Francisco, Calif.; George D. Louder- 
back, San Francisco, Calif.; Lloyd A. Lundstrom, San Francisco, 
Calif; William H. Metson, San Francisco, Calif.; J. H. Zolinsky, 
San Francisco, Calif.; David K. Byers, San Francisco, Calif.; Sam 
Leake, San Francisco, Calif.; W. L. Glasheen, San Francisco, Calif.; 
A. B. Kreft, San Francisco, Calif.; Gerald W. Murray, San Fran- 
cisco, Calif.; Brice Kearsley, Jr., Los Angeles, Calif.; Francis C. 
Quittner, Los Angeles, Calif. 

The VICE PRESIDENT. The letter will be printed and 
the attached documents will be noted in the Journal. 


THE JOURNAL 


The legislative clerk proceeded to read the Journal of the 
proceedings of May 15, when, on request of Mr. ASHURST 
and by unanimous consent, the further reading was dis- 
pensed with and the Journal was approved. 

HOURS OF DAILY SESSION 


Mr. ASHURST. Mr. President, I ask the attention of the 
senior Senator from Oregon to an order which I am going 
to propose for consideration. 

The VICE PRESIDENT. The Senator from Arizona pre- 
sents an order, which the clerk will read. 

The legislative clerk read as follows: 

Ordered, That the daily sessions of the Senate sitting for the 
trial of the impeachment of Harold Louderback, United States 
district judge for the northern district of California, shall, unless 
otherwise ordered, commence at 10 o’clock in the forenoon. 

The VICE PRESIDENT. Is there objection to considera- 
tion of the order? 

Mr. McNARY. Mr. President, there is no implication 
that there will be a separation of the legislative business 
and the impeachment trial by reason of this proposal? 

Mr. ASHURST. There is no suggestion of that kind; but, 
Mr. President, I am of opinion that from time to time there 
will arise the necessity for legislative business being trans- 
acted. I believe that the Senate sitting as a Court of Im- 
peachment should convene at 10 o’clock and proceed with 
the taking of the testimony for at least 3 hours a day, and 
then, as necessity may arise, the Senate may proceed to 
the consideration of legislative business. It is not intended 
to have the trial of the impeachment wholly interrupt 
and suspend legislative business. 

Mr. McNARY. It is the purpose, I understand, of the 
Senator to have the impeachment proceedings commence 
at 10 o’clock a.m. each day? 

Mr. ASHURST. Yes; and run as long as conditions will 
permit. 

Mr. McNARY. And that applies only to the matter now 
before the Senate? 

Mr. ASHURST. Les, sir. 

Mr. McNARY. I have no objection to that. 

The VICE PRESIDENT. The Chair will suggest that, of 
course, the order could be changed at any time the Senate 
sitting as a court may desire. 

Mr. HEBERT. Mr. President, may I suggest to the Sen- 
ator from Arizona that, unless necessity otherwise requires 
and a motion to the contrary be made, this case proceed 
throughout the day from the convening of the Senate at 
10 o’clock in the morning without interruption. 

Mr. ASHURST. I believe that is a very sensible and prac- 
tical suggestion and a helpful one. It is the intention, I am 
sure, of the Senate to proceed with the trial with all possible 
decent haste and to suspend proceedings of the impeach- 
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ment only when imperative legislative business shall require. 
I thank the Senator for his suggestion. 

The VICE PRESIDENT. Is there objection to the order 
submitted by the Senator from Arizona? 

There being no objection, the order was considered and 
agreed to. 

PROCLAMATION 

The VICE PRESIDENT. The Sergeant at Arms will make 
the usual proclamation. 

The Sergeant at Arms made the usual proclamation. 


DEPOSITION OF W. S. LEAKE 


Mr. Manager BROWNING. Mr. President, respondent’s 
counsel was cross-examining the witness yesterday at the 
time of adjournment. I take it that it will be in order to 
resume the cross-examination this morning. 

Mr. HANLEY. Mr. President, prior to proceeding with 
the witness, there was a matter pending yesterday upon the 
question of having a commission issued for taking the depo- 
sition of W. S. Leake. That matter was continued until 
today. We are prepared to present the matter as to why 
a commission should issue. If the Senate and the Presiding 
Officer desire us to be heard upon that matter, we are 
willing now to be heard. 

Mr. Manager PERKINS. The managers on the part of 
the House resist the motion to take the deposition of Mr. 
Leake on the ground, first, that the matter was fully antici- 
pated both by the counsel for the respondent and by the 
managers and a stipulation entered into that in case Mr. 
Leake could not be present by reason of illness his deposi- 
tion taken heretofore would be read. The stipulation entered 
into provides that upon the trial of the above-entitled matter 
before the Senate of the United States— 

The testimony of W. S. Leake, taken at the hearing above referred 
to, may be read upon said trial by elther party hereto, with the 
same force and effect as if the said witness were present and 
testified in person. This stipulation, however, insofar as said 
Leake is concerned, is without waiver by either party hereto to 
insist upon the attendance of said Leake before the court above 
referred to, and shall become operative only in the event of 
the nonappearance of said Leake at Washington before said Court 
of Impeachment. 

The application is made merely on the affidavit of the 
respondent based on information and belief that Leake can- 
not be here. It is of prime importance in the trial of this 
matter that if this man Leake’s testimony be taken, it be 
taken before the trial body. 

If I may be permitted to do so, I would refer to a tele- 
gram received by the Vice President from Leake’s doctor 
which does not in any way indicate that it is impossible for 
him to be here, but merely that it is impractical, the tele- 
gram saying: 

Mr. Leake, under subpena Louderback trial, quite weak physi- 
cally, due age and cerebral arteriosclerosis. Been his family doctor 
many years. Travel to Washington impractical, but if imperative 
should be accompanied by a nurse. Please instruct. 

So we resist on the ground, first, that there is no medical 
testimony here that Leake cannot be here; that it is of prime 
importance in the trial of this case that this witness, who 
is charged with being a coconspirator of the respondent, be 
in the presence of the trial body and his demeanor and 
testimony examined here rather than to take his deposition 
far away, where no one knows the circumstances. Further- 
more, there is no person on the part of the managers who 
could examine this man in California. In order to properly 
further examine Leake it is necessary to have a complete 
knowledge of the case. £ 

We therefore insist the matter was fully concluded by the 
stipulation entered into when both parties knew it was pos- 
sible that Mr. Leake could not be present. 

Mr. HANLEY. Mr. President and members of the court, 
this is a very important matter to the respondent, Judge 
Louderback. The situation is just this: At the time of the 
special hearing and the alleged deposition of W. S. Leake 
no charges were filed against Judge Louderback, no ques- 
tion of conspiracy was made, and it was only subsequent to 
the filing of the impeachment articles that we knew for the 
first time that he was charged with conspiracy. Leake is 
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alleged to be a conspirator. Without the testimony of 
Leake, how are we going to meet that situation? 

The two managers were out upon the coast in the early 
days of May, this month, and at that time we wished to 
take the deposition of Leake, anticipating the conditions 
here. It is true we have received a stipulation, but it does 
not go far enough. It was “ Hobson’s choice” with us. We 
wanted what they had, but we wanted more. We were en- 
titled to more. This trial cannot be completed with the 
number of witnesses now here, and we can have the depo- 
sition taken. There is no great amount of learning involved 
to take the deposition of Leake. Our friend from New Jer- 
sey who just spoke is a flyer. He came out to California 
in 30 hours. He could do it again over the week-end and 
take the deposition and could be back here in another 48 
hours with the deposition, which would be upon Tuesday 
next. 

In justice to Judge Louderback, it is of importance that 
this deposition be taken. We stand upon our subpena to 
have him here. If we cannot get an order by reason of his 
physical condition, we surely ought to have his deposition, 
and therefore we are insistent upon the right, fairness, and 
justice to the respondent to have Leake’s deposition taken. 

The VICE PRESIDENT. The Chair thinks this is a 
matter that ought to be submitted to the court. It seems 
to the Chair, from the statement and the telegram to the 
Chair, that Mr. Leake could come to Washington if he was 
accompanied by a nurse. It seems to the Chair that itis a 
question for the court to determine whether or not they 
want to ask him to come to Washington accompanied by a 
nurse, or to authorize the deposition to be taken, or to take 
the position of the House managers with reference to the 
reading of the deposition already taken. 

Mr. CLARK. Mr. President, may we have the telegram 
read again? 

The VICE PRESIDENT. The clerk will read the tele- 


gram. 
The legislative clerk read the telegram, as follows: 
Hon. JOHN N. GARNER, 
Vice President of United States and President of Senate, 
Washington, D.C.: 

Mr. Leake, under subpena Louderback trial, quite weak physi- 
cally, due age and cerebral arteriosclerosis. Been his family doc- 
tor many years. Travel to Washington impractical, but if impera- 
tive should be accompanied by a nurse. Please instruct. 

Russet, C. Ryan, M.D. 
Fairmont Hotel. 

The VICE PRESIDENT. The Sergeant at Arms advises 
the Chair that he could wire to San Francisco and ask that 
Mr. Leake come to Washington accompanied by a nurse. 
What is the pleasure of the Senate? 

Mr. BRATTON. Mr. President, if it be in order, I move 
that the Vice President be authorized to arrange for Mr. 
Leake to attend the trial accompanied by a nurse if that is 
deemed necessary. 

The VICE PRESIDENT. Without objection, that order 
will be issued. Counsel will proceed with the cross-exami- 
nation of the witness Brown. 

Cross-examination of Francis C. Brown (continued): 

By Mr. LINFORTH: 

Q. Mr. Brown, at the interview had with Judge Lounder- 
back—— 

Mr. LA FOLLETTE. Mr. President, will counsel for the 
respondent speak louder? It is impossible to hear him in 
this part of the Chamber. 

Mr. HEBERT. Mr. President, may I suggest that counsel 
stand near the center of the Chamber, so that when the 
witness answers the interrogatories we may hear what he 
says? 

The VICE PRESIDENT. Counsel will kindly comply with 
the suggestion of the Senator from Rhode Island, and both 
counsel and the witness will endeavor to speak louder so 
they may be heard. 

By Mr. LINFORTH: 

Q. Mr. Brown, at the interview had with Judge Louder- 
back on Thursday, March 13, did Judge Louderback, in 
substance, say to Mr. Thelen, Mr. Marrin, and yourself that 
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inasmuch as he had appointed Mr. Strong at the solicitation 
of you gentlemen he had sent for you to advise you what 
had happened since?—A. He did. 

Q. And after he had advised you of what had happened 
after the appointment, did he then, in substance, say to each 
one of you that it would be entirely agreeable to him for 
you gentlemen to dismiss the proceeding then pending be- 
fore him and in that way get rid of the unfortunate situa- 
tion that had arisen?—A. He did not advise us of everything 
which had happened subsequent to the appointment of Mr. 
Strong. He did, however, inform us that the petition could 
be dismissed if desired. That, however, was impossible, due 
to the urgent need for the appointment of a receiver to take 
charge of this company’s affairs and to stave off attach- 
ments and other threatened legal proceedings. 

Mr. LINFORTH. I move to strike out the last part of the 
answer of the witness as in no way responsive to the question. 

The VICE PRESIDENT. The Chair is of the opinion that 
this is a very intelligent jury before which the case is being 
tried. The extra remarks by the witness hardly would in- 
fluence the Senate of the United States in the trial. How- 
ever, if counsel desires to submit it to the membership of 
the court, the Chair will do so. 

Mr. LINFORTH. I am perfectly satisfied with the ruling 
of the Chair. I may add, Mr. President, that my examina- 
tion will be shortened considerably if the witness will answer 
the questions as directly as possible upon cross-examination. 

The VICE PRESIDENT. The witness will answer the 
questions as directly as possible. 

By Mr. LINFORTH: 

Q. Mr. Brown, what did Judge Louderback say at that 
time, if anything, with reference to you gentlemen making 
an investigation as to who Mr. Hunter was?—A. He told us 
he would allow us from the time of the interview, which was 
approximately noon, until 4 o’clock in the afternoon to 
ascertain if there existed anything about Mr. Hunter’s past 
which we could submit to him as a legal reason why he 
should not be appointed, but he added that he was not 
allowing us the privilege of saying yes or no at our desire. 

Q. And did he thereafter, and before he appointed Mr. 
Hunter, again communicate with you to ascertain whether 
or not you had any objection to Mr. Hunter?—A. About 
3:30 or a quarter of 4 in the afternoon, I believe, I received 
a telephone call from the judge’s secretary, in response to 
which I spoke to the judge personally over the telephone. 

Q. Did you at that time advise him as to whether or not 
you and your associates had ascertained if Mr. Hunter was a 
proper person to be appointed receiver?—A. I told the judge 
that I had ascertained nothing which I could advance as a 
legal reason why Mr. Hunter should not be appointed, but 
that I would not under the circumstances consent to Mr. 
Hunter’s appointment. 

Q. Did you at that time say to the judge, and this before 
he appointed Mr. Hunter, that he was probably a competent 
man as far as you could ascertain?—A. I said that in effect; 
yes. 

Q. Did you at that time consent to his appointment?—A. 
I did not. 

Q. Did you at any time thereafter, and before he was 
appointed, consent to his appointment?—A. I never at any 
time consented to the appointment of Mr. Hunter. 

Q. Is your recollection positive on that question?—A. My 
recollection is very positive. 

Q. I hand you a paper filed in the matter of Russell-Colvin 
& Co. on the Tth day of March 1931 and which is entitled 
“Application of De Lancey C. Smith and Francis C. Brown 
for allowance of compensation ”; and I call your attention to 
the signatures on the third page over the word “ petition- 
ers ”, and ask you whose signatures those are.—A. The sig- 
nature of De Lancey C. Smith written by him, and the 
signature of Francis C. Brown written by Mr. Smith. 

Q. I call your attention to the verification before Lulu P. 
Loveland, appearing on the next page, and ask you if that is 
the signature of De Lancey C. Smith to that verification.— 
A. That is the signature of De Lancey C. Smith. 
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Q. And did you prepare this petition?—A. I aided in the 
preparation; yes. 

Q. At the time you signed it, and at the time your part- 
ner swore to it, did you know the contents of it?—A. I did 
not sign it personally. I knew the contents of it in sub- 
stance, however. 

Q. Is the signature on page 3, “ Francis C. Brown”, your 
signature?—A. It is written in the handwriting of De 
Lancey C. Smith, and it is not my signature. 

Q. But you did know the contents of that paper prior to 
its filing, did you not?—A. I knew the general nature and 
contents of the paper; yes. 

Q. Calling your attention to the following language on 
page 2— 

That all the services rendered by petitioners and shown in 


schedule A were rendered for the benefit of and did benefit the 
administration of the estate of the defendant by the receiver— 


And then turning to that exhibit and calling your atten- 
tion to page 8, under date of March 13, detailing the services 
which you had rendered, I call your attention to the fol- 
lowing: 

I also discussed various features of the receivership with the 
attorneys for other creditors and gave my approval to the ap- 
pointment of H. B. Hunter as receiver of the company’s affairs. 

Were you aware of that language in that petition at the 
time it was filed? 

A. I cannot say whether or not I was aware of that lan- 
guage in the petition at the time it was filed. It is not, how- 
ever, meant to say or to be construed as any consent on my 
part to the appointment of Mr. Hunter. 

Just a minute; if I may explain my answer, I can point 
out how I know this to be true. 

Subsequent to the appointment of Mr. Hunter a petition 
was filed by Mr. Addison G. Strong, represented by other 
attorneys, in which he sought to revoke the order removing 
him, and setting aside the appointment of Mr. Hunter as 
his successor. At that time Mr. Morse Erskine, one of the 
then attorneys for Mr. Hunter, came to me with a written— 
typewritten, prepared form of consent to Mr. Hunter’s ap- 
pointment, and requested my signature to it on behalf of 
the defendant corporation. The original of that document 
was delivered to Mr. LaGuardia at the time of the commit- 
tee hearing in San Francisco, and it is unsigned, and it is 
on the stationery of Keyes & Erskine. That I refused to 
sign for the reason, as I stated to Mr. Morse Erskine, that 
it was entirely inconsistent with the position which I had 
theretofore taken; and inasmuch as I considered the removal 
of Mr. Strong wholly unjustified and outrageous, I would 
not sign it. 

Mr. LINFORTH. Mr. President, I move to strike out the 
entire answer of the witness commencing with the paper 
that he gave to Mr. LaGuardia as in no way responsive to 
the question that I have asked him. I am directing my 
inquiry at the present time to the meaning of the language 
contained on page 8 of the statement that I called to his 
attention. 

The VICE PRESIDENT. The Chair recalls that the wit- 
ness suggested that he might be permitted to explain his 
answer. It seems to the Chair that counsel at that time 
should have objected to the explanation. However, the 
Chair does not see any reason why that part of the answer 
should not be stricken out. He calls attention, however, to 
the fact that if counsel on the part of the respondent per- 
mits the witness to explain his answer, he would seem 
estopped from asking to have it stricken out. 

Mr, LINFORTH. May I add, Mr. President, that in 
courtesy to the witness and in courtesy to the court itself I 
did not desire to interrupt the witness in the middle of the 
answer; but if it is the wish that where the witness is, in the 
opinion of counsel, not responding to the question, we 
should interrupt, I shall be glad to follow that course in the 
future. 

The VICE PRESIDENT. That part of the answer will be 
stricken out. 
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By Mr. LINFORTH: 

Q. Were you aware, at the time this petition was filed, that 
it contained this language? 

And I also discussed various features of the receivership with 
the attorneys for other creditors, and gave my approval to the 
appointment of H. B. Hunter as recelver of the company’s affairs. 

A. I have no specific recollection of that language. The 
first time that it was called to my attention was at the 
committee hearing. I did, however, have general knowledge 
of the contents of the entire petition, together with the 
exhibits, at the time it was filed. 

Q. Did you dictate this portion of the petition that I have 
read to you?—A. It is entirely possible that I did. I do not 
remember at this time. 

Mr. LINFORTH. Mr. President, we offer at this time, as 
part of the cross-examination of the witness, the document 
to which I have just referred. 

The VICE PRESIDENT. It will be filed as part of the 
record. 

By Mr. LINFORTH: 

Q. Yesterday you referred to a conyersation which you 
had with the receiver and Mr. Morse Erskine before the 
application for fees had been presented to Judge Louderback, 
and if I understood you correctly at that time you stated 
that you people had suggested as attorney fees twenty-five or 
thirty thousand dollars. Merely for the purpose of refresh- 
ing your memory, was the amount that you suggested as 
attorney fees greater than that?—A. I do not believe so. 

Q. Did you not suggest at that time $35,000 as attorney 
fees?—A. I personally made no suggestion. The suggestion, 
however, was made by Mr. Smith, and it was my recollection 
that the fee was either $25,000 or $30,000. 

Q. Was Mr. Short present at that conversation?—A. I be- 
lieve he was. He did not participate in the conversation, 
however. 

Q. Were you in court March 17, 1931, when the application 
for fees was on hearing?—A. If that is the date on which 
the testimony was being taken, I was present; yes. 

Q. That is the last day of the hearing, Mr. Brown, accord- 
ing to my information.—A. Yes; I was present. 

Q. And was your partner, De Lancey Smith, also present 
at that time?—A. Mr. Smith was present also. 

Q. And was Mr. Thelen also present at that time?—A. Mr. 
Thelen was present also. 

Q. Was Mr. Marrin, Mr. Thelen’s partner, also present?— 
A. Mr. Marrin was not present. He was absent from the 
city. 

Q. Were you present in court at that time on that hearing 
when a Mr. Scampini was there, representing certain cred- 
itors, and objecting to the allowance of fees?—A. I was. 

Q. Were you there when Mr. Scampini stated to the court 
the arrangement that the parties had entered into, namely, 
that $46,250 should be allowed to Short & Erskine, $8,750 to 
your firm and to Messrs. Thelen and Marrin, and $20,000 to 
the receiver, in addition to the monthly allowance that he 
had already received?—A. I believe that is the statement, 
in substance, which he made; and I was present at the time. 

Q. And you heard him make that statement, did you? 
A. Yes; I did. 

Q. Did you say anything in objection to that statement at 
the time that statement was made to his honor, Judge 
Louderback?—A. I did not. 

Q. Did you hear Judge Louderback say, after that ar- 
rangement and statement had been made by Mr. Scampini, 
“I see Mr. Thelen, and I believe Mr. Brown is also here. 
You are satisfied with what has been done?” Did you hear 
the judge make that statement at that time?—A. I heard 
him make a statement to that general effect; yes. 

Q. And when he made that statement, did either you or 
your partner, Mr. Smith, say Les, sir ”?—A. My recollec- 
tion is that Mr. Smith made the reply—said “ Yes.” 

Q. And after Mr. Smith, in your presence and hearing, 
had answered “ Yes, sir”, did you then hear the court say 
this: 


And I presume these arrangements are satisfactory to both of 
you gentlemen? 
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Referring to you, as well? 

A. The arrangements were not satisfactory to me, and I 
did not 

Q. Just a moment; answer the question—aA. I did not 
understand his question to mean that. 

Mr. LINFORTH. I submit that the answer is not respon- 
sive, and I move to strike it out. 

The VICE PRESIDENT. Answer the question directly. 

Mr. Manager BROWNING. Mr. President, I object to 
the question if counsel is going to insist on giving his con- 
struction of whom the judge referred to, when he did not 
say whom it was that he referred to. I think it is unfair to 
the witness for counsel to insist on his construction of what 
the judge said. 

The VICE PRESIDENT. The witness can answer whether 
or not he gave the answer suggested by counsel. 

Mr. LINFORTH. The question, Mr. President, is this: 
Did he, at that time, hear the respondent say: 

And I presume these arrangements are satisfactory to both of 
you gentlemen? 

Referring to the witness and to his partner, Mr. Smith. 

Mr. Manager BROWNING. Mr. President, that is the 
part of the question to which I object, because the judge 
never said to whom he referred. 

The VICE PRESIDENT. The objection is sustained. 
counsel cannot conclude that the judge had in view the 
witness because he said “ both of you gentlemen.” 

Mr. LINFORTH. I will follow the suggestions of the Vice 
President, and I will read from the record, with your per- 
mission (p. 9). 

Did you hear Judge Louderback at that time make this 
statement? 

I will allow the sums which have been mentioned 620,000 to 
Mr. Hunter in addition to the money he has already received in 
monthly payments; I will allow $46,250 to the attorneys, John D. 
Short and Erskine & Erskine; and I will allow to the plaintiff's 
attorneys and to the defendant's attorneys the sum of $8,750; and 
I presume everybody present signifies their acceptance of that 
arrangement, and all join in its approval. I see Mr. Thelen, and 
I believe Mr. Brown is here. You are satisfied with what has 
been done? 

Mr. Brown. Yes, sir. 

The Court. And I presume these arrangements are satisfactory 
to both of you gentlemen? 

Mr. Brown. Yes, sir. 

Did you hear the court make those announcements, and 
did either you or your partner answer as shown by the record 
that I have just read from? 

The WITNESS. I heard the court make a statement to 
that effect, and I heard, according to my recollection, Mr. 
Smith make the reply which the record indicates was made 
by myself. 

Q. In other words, what I have read to you agrees with 
your present recollection, except that it was Mr. Smith 
instead of Mr. Brown that made the replies, “ Yes, sir”? Is 
that correct? A. In substance and effect it agrees; yes. 

Q. Mr. Smith was at that time, and still is, your part- 
ner?—A. Mr. Smith was at that time, and still is, associated 
with me, or, rather, I am associated with him jointly in this 
case. 

Q. And you and Mr. Smith, and Messrs. Thelen and Mar- 
rin, were the attorneys to whom the court awarded the 
$8,750?—A. Joint compensation for all parties; yes, sir. 

Q. After this sum of $46,250 was allowed, was there a 
further application for fees made on behalf of Keyes, Erskine 
& Short?—A. According to my recollection, there was. 

Q. How much was that application for; do you recall?— 
A. $5,000 for the attorneys, and around $8,000 for the 
receiver. 

Q. Merely to refresh your memory, if I may, was the ap- 
plication for attorney fees $7,500 instead of $5,000?—A. My 
recollection is that it was $5,000. It may, however, have 
been larger. 

Q. Did you know of the making of that application?—A. I 
was requested to consent to it, and I declined to do it. 

Q. Were you present in court when the application came 
on for hearing?—A. I was not. 
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Q. Had you received notice of the time of the hearing of 
the application?—A. I did. 

Q. And you did not attend?—A. I did not attend; no. 

Q. You say the court at that time allowed $5,000 on that 
application?—A. That is the information which I subse- 
quently received. 

Q. Did you and your partner receive part of that $5,000?— 
A. I did not receive any part of it. I understand that Mr. 
Smith received some portion of it from Keyes & Erskine. 

Q. Mr. Smith was your partner——A. Mr. Smith—— 

Q. And your partner received some part of it, but not you. 
Is that what you say?—A. Mr. Smith and I were associated 
in the case. We were not in a general partnership. 

Q. Was not that part of the understanding that was 
entered into by you people at the time the $46,500 was 
allowed, namely, that if any further applications were made 
and granted, your firm, and the firm of Thelen & Marrin, 
would receive 20 percent of what the court allowed to Keyes 
& Erskine and Short?—A. That is not a correct statement 
of the understanding. 

Q. You say there was no such understanding?—A. I say 
that is not a correct statement of what the understanding 
was. 

Q. I am asking you, was there such an understanding?— 
A. Not an understanding such as you have stated; no. 

Q. Were you in court at the time the application for the 
original fees was on hearing, and did you at that time hear 
Mr. Erskine make the following statement to the court, page 
6 of the record?— 

Mr. Erskine. We might add, if Your Honor please, in order to 
be entirely candid with the court, in order to bring about this 
arrangement we have agreed with the attorneys for the plaintiff 
and defendant that if any additional compensation is allowed us 
in this estate for services to be rendered in the future we will pay 
them 20 percent up to the sum of twenty-five hundred dollars. 
We want the court to be fully advised of that arrangement in 
order to be entirely candid about it. 

Did you hear that statement made to the court at that 
time?—A. I do not remember hearing that statement. That, 
however, as you just read it, is substantially a correct state- 
ment of the understanding. 

Q. And did your firm, and the firm of Thelen & Marrin, 
to your knowledge, receive 20 percent of the additional 
$5,000 subsequently awarded by the court to Keyes, Erskine 
& Short?—A. My best recollection is that the remittance 
was made in the sum of $1,000 to Mr. Smith, who in turn 
made some settlement with Thelen & Marrin. 

Q. Do you tell the Senate and His Honor that you ac- 
cepted that money knowing that the original allowance of 
$46,250 was excessive?—A. I personally did not accept any 
of the money. However, my definite feeling and conviction, 
and my present feeling is 

Mr. LINFORTH. Just a moment. I submit the witness is 
not responding to my question. May my question be read? 

The VICE PRESIDENT. The reporter will read the ques- 
tion. 

The Official Reporter read as follows: 

Q. Do you tell the Senate and His Honor that you accepted 
that money knowing that the original allowance of $46,250 was 
excessive? 

Mr. BROWNING. Mr. President, we except to the ques- 
tion, as the counsel undertakes to put into the mouth of 
the witness the statement that he did accept the money, 
and I insist that he has a right to deny that in his answer. 
His answer was in response to his right to deny that he ever 
received that $1,000. 

Mr. LINFORTH. Mr. President, may I add that the wit- 
ness has stated that while he did not receive the money, his 
partner received and retained half of it and turned the 
other half over to Thelen & Marrin? 

Mr. BROWNING. No; that is not in the record. 

Mr. LINFORTH. I submit that is his answer. 

The VICE PRESIDENT. You can get the record, but I 
think counsel is mistaken. I think the witness said part of 
it, not all of it. 

Mr. LINFORTH. May I withdraw the question for the 
time being? 
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By Mr. LINFORTH: 

Q. How much of that 20 percent, or $1,000, did your 
partner retain?—A. I do not know; and, if I may add, 
several times I have made the observation that Mr. Smith 
and I were not general partners. You are referring to him 
as my partner. That is the understanding. 

Q. You and he were partners insofar as the Russell- 
Colvin matter was concerned, were you not?—A. Mr. Smith 
associated me in the case with him at the time he departed 
for New York. 

Mr. LINFORTH. I submit the witness is not answering 
the question. 

The VICE PRESIDENT. I think that is a fair answer. 

By Mr. LINFORTH: 

Q. Did you receive a portion of the $8,750 that was allowed 
to the attorneys for the plaintiff and the defendant in that 
matter?—A. I did. 

Q. Did you receive the full half of what was allowed to 
your firm, or the portion which your firm received, of the 
$8,7502?—A. I believe I did. 

Q. I hand you what purports to be a typewritten copy of 
a letter of date November 30, 1931, from Keyes & Erskine, 
addressed to your partner, De Lancey C. Smith. Had you, 
on or about that date, seen that letter [handing witness 
letter] ?—A. I do not recall that I did see it. I knew, how- 
ever, that the remittance had been forthcoming. 

Q: But you did not know it came in the letter to which I 
have called your attention?—A. I knew that it came. I do 
not recall—I do not believe I ever saw the letter, Mr. 
Linforth. 

Q. Yesterday in your testimony you made some reference 
to the employment of Milton Newmark in the bankruptcy 
proceeding. Do you recall that?—A. I do. 

Q. I think you said that Mr. Hunter preferred Mr. New- 
mark because, on account of his friendship, he would like 
to throw something his way. Do you recall making use of 
that expression?—A. No; I did not use that expression. I 
can tell you what I said. 

Q. Pardon me. You did not make use of the expression 
that Mr. Hunter preferred Mr. Milton Newmark because he 
would like to throw something his way?—A. I said that Mr. 
Morse Erskine told me that Mr. Hunter would like to throw 
something Mr. Newmark’s way; yes. 

Q. When Mr. Newmark was employed, was it not under-. 
stood between all of you, your firm, the Thelen & Marrin 
firm, and the attorneys for the receiver, that whatever his 
compensation should be, the attorneys would pay it, and not 
the Russell-Colvin estate?—A. That was unde 

Q. And is it not a fact that the fees that were paid to 
him were paid by the attorneys out of the allowance which 
the court had made to them?—A. I do not know what fees 
he received other than from Mr. Smith and myself. He 
received the proportion which we agreed to pay him. 

Q. You do know that no fees were paid to him out of the 
Russell-Colvin estate?—A. My recollection is that no ex- 
press court order allowing him expressly a fee was made. 

Q., Were you present in court upon the hearing to which 
I have called your attention, on the 17th of March, when 
the application for fees was on hearing, and when it was 
stated to the court that the compensation of Mr. Newmark. 
would be taken care of by the attorneys out of their allow- 
ances, and would not be a charge against the estate?—-A, 
I have no recollection of that statement being made. It 
may have been made. There was no secret about the ar- 
rangement with Mr. Newmark. 

Q. Were you in court and did you hear the court at that 
time make this statement?— 

That leaves nothing in question except the 5 dollar 
SSE ee aon ee eka a Newmark 
makes any claim, the firm of Erskine & Erskine will see that 
it is properly attended to. 

Did you hear His Honor make that statement?—A. I — 
not recall the statement. It may have been made, ais 
ever. 

Q. Was there not a statement made at that time, in tus 
presence of His Honor, and before His Honor made this re- 
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mark, to the effect that the compensation of Mr. Newmark 
would not come out of the Russell-Colvin estate?—A. I do 
not recall that the subject of Mr. Newmark was mentioned 
at that hearing at all. 

Q. You stated yesterday that Judge Louderback informed 
you and your associates on the meeting of March 13 that 
he had suggested various attorneys to the receiver from 
which he might select his counsel. You have that in mind, 
Mr. Brown? And among those counsel you mentioned Pills- 
bury, Madison & Sutro, Sullivan, Sullivan & Roche, and 
Cushing & Cushing. Do you recall that?—A. They were 
the firms which, it is my recollection, were mentioned by 
the judge. 

Q. Yes, sir. Did the judge tell you that he had recom- 
mended those firms to the receiver before he made any 
order removing the receiver?—A. At the time he told us 
that, he had not removed the receiver. 

Q. Did the judge at that time, in the same connection, 
tell you that the receiver had refused to accept his sug- 
gestions in regard to the employment of any of those men?— 
A. He did. 

Q. And did he also at that time tell you that the receiver 
told him that he would employ no one except the regular 
attorneys for the San Francisco Stock Exchange?—A. He 
did not put it that way. 

Q. What did he say in that regard?—A. He said that 
everything was very pleasant between the receiver and him- 
self until they came to the subject of the receiver’s counsel, 
and that Mr. Strong would have no one except Mr. Mc- 
Auliffe. 

Q. Of course, you knew that Mr. McAuliffe was a member 
of the firm who were the regular attorneys for the San 
Francisco Stock Exchange?—A. Everyone knew that. 

Q. When the judge made the order appointing Mr. 
Strong as receiver, you said it was about 5 o’clock?—A. My 
recollection is that it was around 5 o'clock, sometime. 

Q. And at that time the judge knew from what was said, 
did he not, that the receiver was then and there going to 
qualify2—A. I do not believe any statement was made to 
that effect. 

Q. At that time you had presented the bond to the judge 
for his approval, had you not?—A. Yes. 

Q. After the bond was presented to the judge for ap- 
proval and after he had approved it, did not the judge then 
say to Mr. Strong that after he qualified he wanted to see 
him?—A. He said, in substance, “After the business of 
qualifying is over, I want you to come back and see me.” 

Q. You know that Mr. Strong did not return that day to 
see the judge, do you not?—A. That same afternoon? 

Q. Yes; that same af ternoon.— A. That is my opinion; yes. 

Q. Well, did you not tell us yesterday that he went down 
town with you on the car?—A. That is correct. 

Q. You also said yesterday that the various petitions and 
the various orders made in this proceeding were all ap- 
proved or O.K.’d. by your firm; is that right?—A. No, sir; a 
great number of them were consented to by us; a few of 
them were not consented to by us. 

Q. But most of them were examined by your firm and 
O.K'd by you?—A. Yes; that is correct. 

Q. Is that also the situation so far as Thelen & Marrin 
are concerned, who were the attorneys for the plaintif ?— 
A. I believe that is true also. 

Q. So that the judge took the precaution to require all 
of these papers to be O.K’d by both of you before he acted 
upon them, did he not?—A. If you are asking my opinion, 
my opinion was that the judge was endeavoring to compro- 
mise us, in view of the dispute which had arisen between 
Mr. Strong and himself, and in view of our attitude con- 
cerning Mr. Strong’s removal. 

Q. But you understood, did you not, that the judge had 
required this sort of checking up by you people representing 
the defendant and Thelen & Marrin representing the plain- 
tiff?—A. Mr. Morse Erskine or Mr. Hunter, one or the other, 
gave me the only information I had about it. 

Q. Was the information he gave you, that the judge de- 
sired both of you to check up on all proceedings of that kind 
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that took place?—A. The information or the statement 
which one or the other of these men made to me was that 
the judge had requested them to submit all papers to us 
for our consent or rejection before they were filed. 

Q. Do you know how many petitions prepared by Keyes, 
Erskine & Short were submitted to you for your approval? 
I do not mean to be exact, but about how many?—A. Well, 
I do not think I could give you a fair estimate; it was well 
over a hundred. 

Q. Well over a hundred? Would I be wrong in saying 
over 300?—A. In my opinion you would. 

Q. I understood you to say yesterday that the reputation 
of Mr. Short was good.. Is that correct?—A. I personally 
considered Mr. Short to be a man of good character. 

Q. I understood you to say that you did not consider the 
reputation of Mr. Herbert Erskine to be good?—A. That 
question was asked me, and that is my opinion; that was 
my answer. 

Q. You made no reference to his partner, Morse Ers- 
kine?—A. No. 

Q. Do you consider him a reputable attorney?—A. I pre- 
fer not to answer the question. 

Q. How long have you known Mr. Herbert Erskine?—A. 
I have either known or known of Mr. Herbert Erskine ever 
since I have been in San Francisco. 

Q. Did you know him when the firm was Keyes & 
Erskine?—A. I did. 

Q. Did you know Mr. Keyes?—A. I knew Mr. Keyes very 
well. 

Q. Was he one of the most reputable lawyers in San 
Francisco?—A. Mr. Keyes was one of the most reputable 
lawyers in San Francisco. 

Q. And how many years had Mr. Herbert Erskine been 
his partner?—A. For a great many years; long prior to my 
coming to San Francisco. 

Q. And he was his partner at the time that Mr. Keyes 
died, was he not?—A. He was. 

Q. Mr. Herbert Erskine, whom you speak of, was one of 
the directors of the bar association of San Francisco in 
1932, was he not? —A. He may have been; I do not know. 

Q. One of the governors, I think, is the proper term. You 
knew Mr. Erskine when Keyes & Erskine were the attor- 
neys for the Humboldt Bank in San Francisco?—A. I knew 
Mr. Keyes quite well. I knew Mr. Erskine slightly at that 
time. I met him several times. 

Q. But you knew him when that firm represented the 

Humboldt Bank, did you not?—A. Mr. Keyes was president 
of the Humboldt Bank and majority stockholder of the 
bank. 
Q. After Mr. Keyes’ death you knew, did you not, that 
Mr. Herbert Erskine was one of the attorneys for the Bank 
of America in California?—A. I knew that he was employed 
in connection with some of the stock of the Humboldt Bank 
as attorney for the Bank of America. 

Q. How long, to your knowledge, has Mr. Herbert Erskine 
been one of the attorneys for the Bank of America in 
California?—I believe between 1928 and 1932. I do not 
know whether he is still attorney for the bank or not. 

Q. Have you had any personal differences with him?—A. I 
personally have not had any differences with him, but I 
have known a great many people who have. 

Mr. LINFORTH. I move to strike that out as not respon- 
sive to my question. 

The VICE PRESIDENT. 
question direct. 

Q. (By Mr. LINFORTH.) Have you had any personal dif- 
ferences with him?—A. I have never had any personal dif- 
ferences with him. 

Q. Has your partner, to your knowledge, had any personal 
differences with him?—A. My partner, Mr. Smith, used to 
be a very close friend of Mr. Erskine. 

Q. I am asking you, to your knowledge, has your partner 
had any differences with Mr. Herbert Erskine?—A. If you 
are referring to Mr. Smith, not to my knowledge. He has 
never had any differences, 
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Mr. LINFORTH. I think that will conclude the cross- 
examination, Mr. President. 

The VICE PRESIDENT. Do the managers on the part 
of the House desire to further examine the witness? 

Mr. Manager BROWNING. Yes, Mr. President. 

Redirect examination by Mr. Manager BROWNING: 

Q. Mr. Brown, when the respondent suggested that the 
petition in the Russell-Colvin case could be dismissed, 
will you state why it could not have been dismissed at that 
time?—A. For two reasons: One was that it was absolutely 
necessary to have a receiver in charge of that company’s 
affairs on account of the fact that a large number of margin 
customers were asking delivery of their securities and tender- 
ing payment on their balances. If those deliveries had been 
made, it would have resulted in a great many preferences. 
Other legal proceedings were threatened, such as attachments 
and replevin suits, and so on. We contemplated at one time 
filing a petition for the appointment of a receiver in the State 
court, but concluded against that, in view of the fact that 
we felt that bankruptcy proceedings would follow and a re- 
ceiver in bankruptcy would be appointed who would super- 
sede the State court receiver. Mr. Marrin and I discussed 
the matter, and concluded that we would make an issue of 
the case and see it through. 

Q. Did the respondent know at that time that there was 
danger of a bankruptcy proceeding?—A. He had asked us 
if it was not possible or probable that a bankruptcy proceed- 
ing would supersede a Federal equity receivership proceed- 
ing. 


Q. What effort was made to get you to consent to the 
appointment of Mr. Hunter as receiver? 

Mr. LINFORTH. One minute. We object to that as be- 
ing thoroughly incompetent and unless connected with the 
respondent, hearsay, and not binding on him. 

Mr. Manager BROWNING. In view of the cross-exami- 
nation, I think it is thoroughly competent to let the witness 
explain the very thing that counsel for respondent brought 
out. 

Mr. LINFORTH. I submit he has a right to explain any- 
thing, but his explanation can only be by means and by 
ways of competent testimony. 

The VICE PRESIDENT. The witness will not testify to 
hearsay, if he has not the information of his own knowledge. 

By Mr. Manager BROWNING: 

Q. My question is, What effort was made to get you to 
consent to the appointment of Mr. Hunter as receiver and 
who made the effort? 

Mr. LINFORTH. We make the same objection, that it is 
calling for his opinion or conclusion as to whether there were 
efforts or not, not limiting the question to anything that 
took place with reference to the respondent or in his pres- 
ence or hearing. We are not bound by what this witness or 
any other witness may have done out of the presence and 
out of the hearing of the respondent. 

The VICE PRESIDENT. The Chair stated before—and he 
reiterates now—that the jury trying this case is an intelli- 
gent jury, and the Chair does not believe any statement 
made by the witness in response to a direct question will 
influence the jury. 

Q. (By Mr. Manager BROWNING.) In order to satisfy 
counsel, I will ask it in this way: What effort did the 
respondent make with you to get you to consent to the 
appointment of Mr. Hunter as receiver?—A. In the late 
afternoon of Thursday, March 13, after Mr. Strong had 
been removed, I talked to the respondent over the telephone, 
and he asked me if I would consent to Mr. Hunter’s appoint- 
ment. I told him that I would not consent to Mr. Hunter’s 
appointment. While I found no objection which I could 
advance as a legal reason why he should not be appointed, 
I could not, in view of the fact that I considered Mr. 
Strong’s removal unjustified, consent to the appointment of 
a successor. 

Q. After that time, who else made an effort with you, if 
anybody did, to get you to consent to the appointment of 
Mr. Hunter as receiver? 
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Mr. LINFORTH. One moment. We object to that as 
incompetent, as hearsay, and not binding on the respondent. 

The VICE PRESIDENT. The objection is sustained. 

By Mr. Manager BROWNING: 

Q. After that time, did the counsel for the receiver request 
of you to consent to the appointment of Mr. Hunter?— 
A. They did. 

Q. When the fee of $8,750 was allowed, was that to you 
and your associate, Mr. Smith, or were you getting a division 
of that?—A. That $8,750 was the entire allowance for 
Messrs, Thelen & Marrin and Mr. Smith and myself. 

Q. And what part of it came to you and your associate, 
Mr. Smith?—A. Approximately 50 percent—slightly over 50 
percent, I believe. 

Q. At the time you saw the respondent about noon the 
day that Mr. Strong was discharged as receiver, and he 
mentioned to you that the firms that he had submitted to 
Mr. Strong as his suggestion for attorneys, did he at that 
time mention the fact that he had suggested John Douglas 
Short?—A. He told us that he had suggested the other 
attorneys, but he did not tell us that he had suggested Mr. 
Short, and Mr. Short’s name was never mentioned nor were 
the names of Keyes & Erskine. 

Q. Did you, one Monday in March, in company with other 
attorneys and Mr. Strong, go to the chambers of the re- 
spondent and present to him a petition for receivership?— 
A. Not on Monday. 

Q. Why were the defendants not the same in the two 
petitions that were filed on Tuesday, March 11, 1930?—A. 
My information on that is indirect. 

Mr. LINFORTH. Just one second. If the information is 
based on hearsay, Mr. President, we object to it as being 
incompetent. 

Mr. HANLEY. The record is the best evidence. Both of 
the complaints are here with the clerk and the jury can 
see them without his opinion. 

The VICE PRESIDENT. The objection is sustained. 

By Mr. Manager BROWNING: 

Q. We will not insist on it if the witness did not know of 
his knowledge. In either of your conferences with the 
respondent, while Mr. Strong was present, did he say this 
or this in substance, “If I appoint you, will you consent 
to take my suggestion as to who the attorney shall be?“ 
A. He did not. 

Q. Did you and those associated with you in filing the 
case fail to make the bond the first day the petition was 
presented to the respondent?—A. Will you have the question 
repeated? 

Q. Did you and those associated with you fail to make the 
bond required by the court the first day the petition was 
presented to the respondent?—A. No. The first day the 
petition was actually presented to the respondent was on 
Tuesday, and on that same day the bonds were procured. 
We were, however, unable to procure a plaintiff’s bond in 
the sum of $50,000, and the respondent, reduced the require- 
ment to $10,000. 

Q. Did you and those associated with you in filing the 
petition request the respondent to keep the clerk’s office 
open after closing hours?—A. I do not believe so. I think 
that request was made directly of the clerk, Mr. Maling. 

Q. Did you show an unusual interest in connection with 
this case, and was there great excitement at the time the 
case was filed? If so, on whose part was it? 

Mr. HANLEY. We object to the question as calling for. 
his opinion or conclusion as to whether he showed unusual 
interest. 

The VICE PRESIDENT. The witness may state the facts. 

Mr. Manager BROWNING. I have read the exact alle- 
gation made by the respondent as to the fact in this case, 
and I request this witness, who was present throughout the 
proceeding, to state whether or not that is the fact or the 
condition. 

The VICE PRESIDENT. Let the witness state any facts 
within his knowledge. 
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By Mr. Manager BROWNING: 

Q. Did you or those associated with you show unusual 
interest in connection with this case and was there great 
excitement? If so, on whose part? 

Mr. HANLEY. We object to the question as being im- 
proper and incompetent and calling for an opinion or con- 
clusion of the witness as to what the great interest was and 
as to whether there was great excitement. 

The VICE PRESIDENT. The Chair thinks it is for the 
court to determine whether there was great excitement. 
The witness may state the facts. 

Mr. Manager BROWNING. With all deference, I want to 
make this statement. The question I have read to the wit- 
ness is the exact allegation made by the respondent of the 
conditions surrounding the filing of this case, and I have 
read it in his language. I desire to ask the witness if that 
is the fact. 

The VICE PRESIDENT. Let the witness state what the 
facts are, and whether that constitutes great excitement is 
for the court to determine. The respondent would have to 
state the facts in order to sustain his allegation. 

By Mr. Manager BROWNING: 

Q. You may answer the question—A. We proceeded in 
a quiet and orderly manner into the judge’s anteroom. 
We spoke to his secretary and asked for an appointment. 
We spoke in a quiet and orderly manner to the judge, and, 
in my opinion, I personally was not excited and I observed 
no excitement on the part of Mr. Thelen or Mr. Marrin or 
Mr. Strong. I did, however, observe some excitement on the 
part of some of the court attachés. 

Q. On the afternoon that Mr. Strong was appointed and 
left to qualify, state whether or not the respondent at that 
time told him to return that same day—A. He did not. 

Q. To your knowledge, did Mr. Strong pick Heller, Erh- 
mann, White & McAuliffe as his attorneys in this case prior 
to his appointment? 

Mr. HANLEY. We object to that as calling for his con- 
clusion or opinion and not binding upon the respondent. 

Mr. Manager BROWNING. I said, “ State whether or not, 
to your knowledge.” 

The VICE PRESIDENT. Let the witness state what is 
within his knowledge. 

The WITNESS. Not to my knowledge. 

Mr. Manager BROWNING. That is all. 

The VICE PRESIDENT. The Chair appoints the Senator 
from Utah [Mr. Kine] to preside over the court for the 
balance of the day. 

(Thereupon Mr. Kd took the chair.) 

Recross examination by Mr. LINFORTH: 

Q. Just a question or two. Did you represent any creditor 
or creditors of the Russell-Colvin Co.?—A.I do not be- 
lieve so. 

Q. Do you recall whether or not your firm were creditors 
of that company?—A. Yes. Mr. Smith was a creditor. 

Q. Just one other matter and I am through. Counsel 
asked you as to why you could not have dismissed this 
petition upon which the receiver was appointed, in accord- 
ance with the judge’s suggestion. You have that in mind, 
have you?—A. Yes. 

Q. How long would it have taken you to have filed a new 
petition?—A. We had a new petition all prepared and it 
would not have taken very long. 

Q. You could have dismissed this petition, filed a new 
one, and had another receiver appointed within 24 hours, 
could you not?—-A. When I say we had another petition pre- 
pared, I mean it was a State court petition prepared, but we 
would not have gotten anywhere by dismissing the first 
petition, but would have been right back where we started. 

Q. How long would it have taken you, after dismissing this 
particular petition, to have filed another?—A. Several hours, 
I suppose; half a day. 

Mr. NORRIS. Mr. President, I send to the desk a ques- 
tion I would like to have propounded to the witness. 
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The PRESIDING OFFICER. The clerk will read the 
question. 

The legislative clerk read as follows: 

Give us the entire amount of expense of the receivership, item- 
ized so far as you can, and the nature and amount of the services 
rendered in each case. 

The WITNESS. The fees which were awarded to the at- 
torneys for the receiver were, first, $46,250, and a second 
allowance of $5,000. The first allowance to the receiver 
personally, Mr. H. B. Hunter, was $33,000, including the 
$1,000 per month which he had theretofore been drawing 
for a period of 13 months. In October 1931 he received a 
further allowance of $7,500. The fees which were allowed 
to the attorneys for the plaintiffs, Messrs. Thelen & Marrin 
and Mr. Smith and to myself, totaled $8,750. 

In addition to that there were other expenses, accounting 
expenses for services rendered by accountants employed by 
the receiver, and other administrative expenses, the exact 
figures of which I could not give you. I think the account- 
ing expense was approximately $14,000. That is my recol- 
lection. Those figures are available, I believe, in the report 
which was filed by the receiver, a copy of which was printed 
in the committee report of the House of Representatives. 

By Mr. Manager BROWNING: 

Q. What amount of cash, if you know, was taken in 
by the receiver in this case, collected from all courses?— 
A. I made a memorandum according to my best recollec- 
tion, which I believe is fairly accurate. There was received 
from the sale of the stock of Coen & Co. $25,000. The 
sale of the stock exchange seat brought $75,000. The 
sale of the stock and debentures of the Consolidated Paper 
Box Co. brought approximately $115,000. The sale of miscel- 
laneous assets brought approximately $9,000. In addition 
to that there was some cash in bank or on hand or turned 
back from the brokers who had liquidated more than the 
amount needed to settle their indebtedness. I think that 
was approximately $11,000. Then there was the sale of the 
Anchorage Power & Light securities, the exact amount of 
which I have not at hand. 

Q. Can you give what the total is of the items you have 
enumerated?—A. Two hundred and thirty-five thousand 
dollars approximately, not including the Anchorage securi- 
ties. 

Q. At the time these initial fees were allowed, had any 
dividends been paid?—A. Not at that time. 

Mr. NORRIS. Mr. President, I did not hear the witness’ 
answer to the question I propounded. I did not hear him 
tell how much the attorneys for the receivers received. 

The WITNESS. The attorneys for the receiver received a 
first allowance of $46,250 in March or April 1931. Later in 
the fall of 1931, October or November of 1931, they received 
a further fee of $5,000, making their total compensation 
$51,250. 

Mr. NORRIS. I call the attention of the witness to a 
further part of the question: What services were rendered 
for the various fees? That was included in the question. 

The WITNESS. The services which were rendered, as I 
observed them, consisted of the consideration of a few, ap- 
proximately 100, petitions which they prepared requesting 
instructions from the court, authorizing the receiver to 
make delivery of securities and prescribing the conditions 
which should be fixed for the delivery of securities under 
certain circumstances; the preparation of claims, aiding 
in the preparation of a form of claim which was submitted 
to the receiver, and which the receiver circulated among the 
creditors to be filled out in the blank form; the general ad- 
vice which was given to the receiver as to his own rights, 
I assume—I personally was not present at all those con- 
ferences—and consultations with us and with the receiver 
concerning the sale of the stock-exchange seat and of the 
Consolidated Paper Box Co. securities. As I stated yester- 
day, the sale of the Consolidated Paper Box securities was 
largely handled by Mr. Smith and a creditor named Littler 
and by me. The closing negotiations, however, were reduced 
to writing by the receiver. Then they appeared in court 
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on a hearing on a number of those petitions and secured a 
court order, and also prepared the first accounts and the 
second accounts, and petitions for allowance of fees, and 
so on. 

Mr. LOGAN. Mr. President, I desire to submit three brief 
questions. 

The PRESIDING OFFICER. The Senator will transmit 
them to the clerk to be read. 

The legislative clerk read the first question, as follows: 

Do you have any feeling of ill will, prejudice, or malice toward 
the respondent? 

The WITNESS. No. 

The legislative clerk read the second question, as follows: 

Do you have any feeling or desire in these matters under con- 
sideration that the Court of Impeachment shall return the find- 
ings one way or the other? 

The WITNESS. It is my opinion that the charges which 
have been made in the case of the Russell-Colvin Co. are 
justified. 

The legislative clerk read the third question, as follows: 


Are your feelings toward the respondent kind or unkind? 


The WITNESS. My feelings toward the respondent are 
indifferent so far as he personally is concerned. 

The PRESIDING OFFICER. Are there any other ques- 
tions to be propounded to the witness? 

Mr. Manager BROWNING. Mr. President, just one more 
question: 

Q. What proportionate part of the legal work connected 
with the administration of this receivership was done by the 
attorneys for the receiver on the one hand, as against the 
attorneys for the petitioner and the defendant on the other 
hand?—A. It is very difficult to apportion the services. A 
great many of the services were handled by both parties at 
the same time, all working together, in concert. As I recall 
it, at the time of the first allowances, in April of 1931, the 
record which was submitted to the court showing the time 
devoted by the attorneys for the receiver as against the attor- 
neys for the defendant and the attorneys for the plaintiff 
showed that the latter had put in about 50 percent of the 
time put in by the attorneys for the receiver, and I believe 
that the work which was done by Mr. Marrin and Mr. Smith 
and myself was in many instances of equal importance to 
the work done by the receiver’s attorneys. 

Q. What part of the time listed in the reports of the at- 
torneys for the receiver was legal work, and what part of 
it was clerical work? 

Mr. LINFORTH. Just a minute. We object to that as 
calling for the witness’s opinion or conclusion. 

The PRESIDING OFFICER. The witness may state if 
he knows. 

The WITNESS. I do not believe I could give you an esti- 
mate of how much. I would say that a large part of the 
work was, in my opinion, clerical work rather than purely 
legal work. 

Mr. Manager BROWNING. That is all, Mr. President. 

Mr. LONG. I have a question, Mr. President. 

The PRESIDING OFFICER. The question submitted by 
the Senator from Louisiana will be read. 

The legislative clerk read the question as follows: 

If you did not agree to that settlement in open court when 
your partner, Smith, said he did, then why did you not say 
something? 

The WITNESS. The explanation of that is this: It is 
rather a long explanation: 

For several days during the course of that hearing we 
had been sitting in court observing the way in which the 
hearing was being directed, and in my opinion the oppo- 
sition which was being put up was not effective opposition. 
Then we came back after the noon recess on either the 
second or the third day, and I was informed by Mr. Smith, 
in the presence 

Mr. LINFORTH. Just a moment. The President in- 
vited us to interrupt when anything was objectionable, Mr. 
President. 
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The PRESIDING OFFICER. State the ground of your 
interruption. 

Mr. LINFORTH. We object to the witness stating what 
Mr. Smith informed him as being hearsay and not binding 
on the respondent. 

The PRESIDING OFFICER. The Chair holds that it is 
hearsay; but, in view of the question which is propounded, 
the witness is giving the reasons upon which he acted. 
Whether those reasons were sound or unsound would be for 
the court to determine. Proceed. 

The WITNESS. I was informed by Mr. Smith, in the 
presence of Mr. Herbert Erskine, that in our absence the 
attorney for the objectors to the allowances which were 
being requested had consented to an allowance of $45,000 for 
the attorneys for the receiver, $33,000 for the receiver, and 
$10,000 combined for the attorneys for the plaintiff and the 
attorneys for the defendant. I stated to Mr. Smith that I 
considered that to be entirely insufficient insofar as we were 
concerned, and to be excessive insofar as the attorneys for 
the receiver were concerned, and he reiterated my view. 

Then we went into a conference with Mr. Thelen; and 
as the judge had stated that no continuance would be al- 
lowed for the hearing, and Mr. Marrin, Mr. Thelen’s partner, 
who had done the bulk of the work for their firm, was out 
of town, and consequently Mr. Thelen had no person whom 
he could put on the witness stand to testify as to those 
services, and in view of the fact that there was some question 
under the authorities as to whether or not the attorneys for 
the defendant had an absolute legal right to compensation 
other than a right which might be wholly within the dis- 
cretion of the court, Mr. Smith concluded, and Mr. Thelen 
very reluctantly concluded, that the proposal would be 
accepted. } 

Then Mr. Erskine came back and said that his brother, 
Morse Erskine, would not accept the fee of $45,000, but 
wanted an additional $1,250; and there was only one place to 
take it from, so they took it from the $10,000 which was 
to be allowed to Mr. Smith, Mr. Thelen, Mr. Marrin, and 
myself, cutting our compensations under this proposed set- 
tlement to $8,750. 

All during this conference, on at least two or three occa- 
sions, I had observed either the attorney for the receiver, 
Mr. Short, and in at least one instance the receiver himself, 
consulting with the respondent in his chambers either be- 
fore or after or during the intermission at this hearing; 
and on account of the fact that we understood that he was 
a friend—the receiver’s attorney, Mr. Short, was a friend— 
of the judge, and on account of the fact that he had re- 
moved Mr. Strong, and on account of the further fact that 
Mr. Herbert Erskine said that the judge was prepared to 
make allowances which he suggested, we felt that it would 
be futile under these circumstances to prosecute an inde- 
pendent inquiry or an independent application, in view of 
the uncertainty under the authorities as to our own com- 
pensation. 

Mr. LONG. Mr. President, I have tried to elicit an an- 
swer, and probably my question was a little too broad to 
get it. I send another question to the desk. 

The PRESIDING OFFICER. The question will be read. 

The legislative clerk read the question, as follows: 

In view of your answer, will you please tell me why now you let 
your partner say that matters were agreeable to you both, and 
you remained silent? Were you afraid to speak? 

The WITNESS. I felt that it was personally entirely un- 
satisfactory to me, and I was prepared to take my chances on 
prosecuting my application independently. Mr. Smith, how- 
ever, felt differently. He felt that he did not want to run 
that chance, and consequently he felt that he was forced to 
acquiesce, and that any objection would be futile. 

The PRESIDING OFFICER. Are there any other ques- 
tions? 

Mr. LINFORTH. Mr. President, there is a question or 
two further that we desire to propound to the witness. 

By Mr. LINFORTH: 

Q. In addition to the amount of assets which you have 
referred to this morning, how much was collected by the 
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receiver on accounts and notes due from customers?—A. 
There was very little collected up to the time that first 
application was filed. 

Q. Was there, in all, $512,944 collected on accounts and 
notes due from customers?—A. I do not believe so; no. 

Q. What amount was collected on accounts and notes due 
from customers, if you know?—A. I have previously stated 
that I did not have the exact figures. I do, however, know 
that there was great delay in prosecuting the collections on 
accounts receivable, 

The PRESIDING OFFICER. The answers should be re- 
sponsive to the questions. Do not make suggestions. 

Q. Then you do not intend, by the answers that you have 
given, to create the impression that the assets handled by 
the receiver were only the amounts that you have referred 
to?—A. The amounts which I have referred to were the 
principal assets of the general estate. The other collections, 
I believe, that you are referring to were collections from 
margin customers, were they not? 

Q. Yes, sir. Do you know how much that was that was 
collected?—A. I could not give you that figure; no. 

Q. You also referred to some $10,000 cash on hand. Was 
that a guess on your part?—A. That was my recollection. 

Q. Was the amount over $16,000 instead of $10,0007— 
A. Over $16,000? 

Q. Yes.—A. My recollection is that it was between 10 and 
11 thousand dollars. 

Q. And instead of being about $10,000 from sale of mis- 
cellaneous things, was the amount collected by the receiver 
from that source over $30,000?—A. The amount collected 
from the sale of the furniture and furnishings which I 
referred to as miscellaneous things, as set forth in the 
receiver’s account, was $9,083.61. 

Q. Was there $21,870 in addition to that received by the 
receiver from the sale of miscellaneous assets?—A. What do 
you refer to when you say miscellaneous assets ”? 

Q. Those not specified as accounts and notes due from 
customers, cash on hand, firm securities, sale of furniture, 
and sale of stock-exchange seat—A. It may have been. I 
do not remember. 

Q. Was not the amount actually received by the receiver, 
including the amount collected on accounts and notes due 
from customers, over $1,000,000?—A. The amount of the 
general estate was considerably less than $1,000,000. 

Q. Mr. Brown, I am trying to shorten this. Will you 
please follow my questions and see if you can answer di- 
rectly?—A. I do not remember the exact figure. 

Q. Was not the amount actually received by the receiver 
over $1,000,000?—A. I do not remember the exact figures. 

Mr. LINFORTH. I have no further questions. 

Mr. Manager BROWNING. Mr. President, in view of that 
question, I should like to ask this: 

By Mr. Manager BROWNING: 

Q. How much of this total amount was actually a part of 
the estate, and how much did they hold as bailee in relation 
to bailor?—A. My recollection is that they held well over 
$1,000,000, according to their book value, of securities as 
bailee, 

Q. What disposition was made of those securities?—A. 
They were either ultimately sold to satisfy the indebtedness, 
margin indebtedness, due the firm, or were delivered upon 
payment of those balances. 

Q. Was the amount of money collected on these marginal 
accounts in reality a part of the estate? 

Mr. LINFORTH. One minute. 

The WITNESS. Not in my opinion. 

Mr. LINFORTH. One minute. We object to that, Mr. 
President, upon the ground that it calls for his opinion and 
conclusion. 

The PRESIDING OFFICER. The objection is sustained. 
State the facts. 

Mr. BARKLEY. Mr. President, I desire to propound the 
interrogatory which I send to the desk. 

The PRESIDING OFFICER. The question will be read. 

The legislative clerk read the question, as follows: 
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Do you know how the fees allowed to the attorneys for the 
receiver compared with the fees allowed in other similar cases? 

The WITNESS. I could not make a comparison, because 
I know of no other case of the same general nature—in other 
words, a stock-brokerage failure presenting the same prob- 
lem—except one which occurred subsequently, and in which 
no fees have thus far been allowed, so I am informed. 

The PRESIDING OFFICER. Do counsel for the respond- 
ent desire to ask any further questions? 

Mr. LINFORTH. Just one further question, Mr. Presi- 
dent. 

By Mr. LINFORTH: 

Q. From your knowledge as attorney for this company, 
is it not a fact that upon the books they had assets of 
$1,521,096.54 book value?—A. The assets as listed on March 
11, book value, were $1,722,960. 

Q. And is it not a fact that they had in customers’ ac- 
counts securities, some pledged and some unpledged, to a 
total of $1,538,879.81?—A. I did not get the first part of 
that figure. One million and how much? 

Q. $1,538,879.81—A. I think that is approximately cor- 
rect; yes. 

Q. So that the value of the assets held by them belonging 
to others, plus the book value of their own assets, was three 
million fifty-nine thousand and odd dollars, was it not, 
approximately?—A. Is that the total of the two? 

Q. Yes, sir.— A. It is a matter of addition. I should say 
that is correct. 

Mr, LINFORTH. That is all. 

The PRESIDING OFFICER. Are there any further 
questions? 

By Mr. Manager BROWNING: 

Q. Did those two amounts overlap, and were they included, 
part of them, in the same thing?—A. My understanding was 
that the assets of $1,722,000 included the marginal customers’ 
accounts receivable, but counsel implies that that was not 
the case. 

Q. And the difference between the two was the actual 
estate?—A. That was my understanding of it up until this 
time. 

Mr. BLACK. Mr. President, I desire to submit an inter- 
rogatory. 

The PRESIDING OFFICER. The question will be read. 

The legislative clerk read as follows: 

What is the largest fee you have known to be allowed in a 
receivership or bankruptcy case in that vicinity, outside of the fee 
in the Colvin case? 

The PRESIDING OFFICER. The witness will answer, if 
he knows. 

The WITNESS. I have searched my recollection, and I 
could not give you an accurate reply on that. I have had 
the figures in mind, and I know they were considerably less 
than the allowance in this case, but I could not give you the 
exact figures or mention the exact sum. 

Mr. CONNALLY. Mr. President, I want to make an in- 
quiry about procedure. Is there anything that requires the 
witness to stand? Why could not the witness have a seat, 
and be comfortable? 

The PRESIDING OFFICER. Answering the interroga- 
tory of the Senator, a rule has been adopted that the wit- 
ness shall stand. 

The witness will retire. 

(The witness retired from the stand.) 

Mr. ASHURST. Mr. President, if I may be heard a 
moment, the expenses of witnesses are very great to the 
Government, and I am assuming that counsel for the 
respondent and the managers themselves are finally through 
with the witness who has just left the stand and that he will 
proceed to his home and thus save the expense of his sub- 
sistence. 

The PRESIDING OFFICER. The Senator inquires of the 
managers upon the part of the House and also counsel for 
the respondent, as to whether or not the further attendance 
of this witness is desired. 
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Mr. Manager BROWNING. Mr. President, we should like 
one intermission to give us time to determine whether we 
will need him for rebuttal testimony, and then we will 
advise the court. 

Mr. ASHURST. The expense for the subsistence of wit- 
nesses is very considerable. Of course, no expense will be 
spared in affording the respondent a fair trial, but I hope 
that the honorable managers and the honorable counsel for 
the respondent, when they finish with a witness, will let the 
court know that they are finally through with the witness, 
so that he may proceed to his home. 

The PRESIDING OFFICER. The request of the man- 
agers, the Chair thinks, is quite reasonable. The managers 
on the part of the House will call their next witness. 

EXAMINATION OF PAUL S. MARRIN 

Mr. Manager BROWNING. Call Mr. Paul Marrin. 

Paul Marrin, having been duly sworn, was examined and 
testified as follows: 

By Mr. Manager BROWNING: 

Q. Is this Mr. Paul Marrin?—A. That is correct. 

Q. Are you a practicing attorney in San Francisco?—A. 
I am. 

Q. For how long?—A. For about 13 years. 

Q. Of what firm are you a member?—A. Thelen & Marrin. 

Q. Mr. Marrin, what was your first information with 
regard to the Russell-Colvin receivership?—A. On Friday, 
the 7th of March, Mr. Francis C. Brown advised me that 
the Russell-Colvin Co. were in difficulties, that they had 
been advised 

Mr. LONG. Mr. President, there is so much disorder in 
the galleries that we cannot hear the witness. 

The PRESIDING OFFICER. The ladies and gentlemen 
in the galleries must preserve order. They are here by the 
courtesy of the court, and unless they shall preserve order 
the Sergeant at Arms will be instructed to remove those who 
are creating the disorder. 

The WITNESS. Mr. Brown advised me that Russell-Col- 
vin Co. had received a letter from the stock exchange advis- 
ing them that unless they raised the sum of $200,000, and 
placed it at the disposal of their business by the following 
Monday, which was the 10th of March, the exchange would 
suspend the firm. He stated that negotiations were pro- 
ceeding by certain of the partners to raise this money, but 
that there was not a great deal of hope of success; that in 
case they were unable to raise the money and the firm was 
suspended on the following Monday, he anticipated that 
there would be a run on the firm by its customers and 
creditors which would perhaps result in suits being filed and 
attachments levied, and because of the badly frozen condi- 
tion of the firm would inevitably result in bankruptcy, and 
that he believed in case it was impossible to raise the money 
and avoid the suspension an equity receivership was the best 
solution of the difficulty, and would result in an orderly 
liquidation. 

He stated that, in his opinion, the firm was solvent, but 
that because of the market conditions, its assets were frozen 
and could not be liquidated quickly, but that if under a 
receivership they could be liquidated in an orderly manner, 
and sufficient time could be given, that the firm could real- 
ize a sufficient amount on its assets to pay its creditors in 
full. 

The next day we had further conferences concerning this 
matter. I was also requested to attend a conference at Mr. 
Brown’s office on the following Sunday. I attended the con- 
ference at Mr. Brown’s office on the following Sunday, and 
there were present at that time Mr. Brown, Mr. Addison 
Strong, Mr. Guy Colvin, Mr. Ronald Berlinger, Mr. Rock, 
and I believe certain other members of the Russell-Colvin 
Co. partnership. I was at that time also introduced to Mr. 
Gardner Olmstead, who subsequently became the plaintiff 
in this case. 

At this conference the question was further discussed as 
to the possibility of raising the $200,000, and I believe two 
members of the partnership were absent from the room a 
considerable portion of the day, and I was told that they 
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were attempting to negotiate the raising of this money. I 
believe that Mr. Rock was one of the members of the firm. 

The situation was explained to Mr. Olmstead, and he 
requested me, on his behalf, in case the firm was unable to 
raise the money and prevent the suspension, to file an appli- 
cation for a receiver in Federal court on the succeeding day. 
That Sunday afternoon I drafted a form of complaint in 
preparation for filing an application for receiver the suc- 
ceeding day if they were unable to raise the money. On the 
following Monday morning, I think, I was advised that the 
firm had been unable to raise the money, and was requested 
to proceed with the filing of the complaint. I then completed 
the form of the papers. 

Q. What was done with this petition on Monday?—A. On 
Monday morning I first—Mr. Brown advised me first that the 
firm had been unable to raise sufficient funds to avoid 
suspension, and that the suspension would be announced 
that morning. That Monday morning, also, I first met Mr. 
Lloyd Dinkelspiel, who stated that he represented the San 
Francisco Stock Exchange, which was interested in the mat- 
ter because Russell-Colvin Co. was a member of the ex- 
change. Mr. Brown, Mr. Dinkelspiel and myself, and Mr. 
Thelen went to the office of the clerk of the United States 
district court for the purpose of filing the petition for the 
appointment of a receiver. We went there sometime during 
the morning of March 10. Mr. Thelen had previously known 
nothing about this matter, but he was an older man, and 
we requested him to go along with us on that Monday 
morning. 

When we arrived at the clerk’s office, we told the clerk 
that we desired to file a petition. He asked us the nature 
of the proceeding, according to my recollection, and we 
told him that it was an application for a receivership. I 
laid the complaint down on the desk, and the clerk drew a 
card from under his desk, which was a blue card, as I recall 
it, with the letter “S” on it, and told us that the petition 
would be assigned to Judge St. Sure. We asked the clerk 
if we could see Judge St. Sure immediately. I told him that 
the firm had been suspended that morning, that it was es- 
sential, in order to preserve the assets, that a receiver be 
appointed immediately, and that we would like to see the 
judge as soon as possible. The clerk told us it would be 
impossible to see Judge St. Sure because he was in Sacra- 
mento holding court. We asked the clerk how long Judge 
St. Sure would be in Sacramento, and he told us for about 
a week. We then asked the clerk if one of the other judges, 
either Judge Louderback or Judge Kerrigan, would take up 
the petition in the absence of Judge St. Sure, and we were 
told by the clerk that they would not. This left us in a 
position, apparently, of not having a judge whom we could 
consult in the matter for a period of a week, so we hesitated 
somewhat about the matter, and finally decided not to file 
the petition at all, under those circumstances, until we could 
think the matter over further. 

We then went back to our offices and, after discussing 
what would be dome under the circumstances, we decided 
that we would prepare a second petition. The first petition 
had named as parties defendant only Russell-Colvin & Co., 
a copartnership. A question had been raised as to the sufi- 
ciency of this petition in that it did not name the individual 
partners as such. We then decided to prepare a second 
petition naming the individual partners as such. We did 
that for two reasons: In the first place, because by the 
system they have of assigning judges in the District Court 
for the Northern District of California we might very well 
have gotten Judge St. Sure again at the second time of 
filing another petition, because, as I understand the system, 
they place cards in a box or under the desk and they are 
shuffled, and when a petition is filed they are drawn out by 
the clerk without knowing who the judge is going to be. 
We felt that it would be disastrous to this concern and its 
creditors if we again drew Judge St. Sure as he was still 
out of town and we would be effectively blocked from taking 
any action in this matter for a period of a week; but that 
by filing two petitions we stood a chance of getting one 
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judge who was in town, either Judge Louderback or Judge 
Kerrigan, before whom we could present this matter and 
proceed. 

We did not file the two petitions on Monday, because the 
Russell-Colyin Co. had a matter pending at that time—a 
sale of certain real estate, as I understand it, upon which 
it expected to realize a substantial sum of money; and it 
was represented to us that if this money could be realized in 
cash and used to repurchase some of the securities which 
had been pledged, the affairs of the copartnership would be 
placed in better position before a receiver was appointed, 
and that the appointment of a receiver would effectively 
block the real-estate deal and would leave another frozen 
asset in the hands of the receiver. 

That deal was closed on the afternoon of Monday; and 
on Tuesday morning Mr. Brown, Mr. Dinkelspiel, Mr. Thelen, 
Mr. Colvin, Mr. Berlinger, and myself and a representative 
of the Hartford Accident & Indemnity Co., Mr. Jansen by 
name, went to the office of the clerk of the United States 
District Court. 

I do not believe that anyone other than the attorneys 
actually went into the clerk’s office, the others remaining out 
in the hallway. We filed both petitions simultaneously. 
The clerk drew two of the cards from under the table. One 
of the cards contained the letter S, the other had on it the 
letter “ L”, and one petition was assigned to Judge St. Sure 
and the other to Judge Louderback. The attorneys then 
proceeded to the office of the secretary of Judge Louderback 
with the complaint which had been filed and assigned to his 
department, and asked his secretary when we could have an 
appointment to see Judge Louderback. The secretary told 
us that Judge Louderback was on the bench, but, as I recall 
it, he expected to adjourn court rather early that day, and 
that she thought we could see him between 11 and 12 o’clock. 
We then stayed at the courthouse until about 11:30. In fact, 
I think we went into Judge Louderback’s court room, where 
he was holding court, and sat in the spectators’ chairs until 
he adjourned court. 

When he went into his chambers, we went back into the 
secretary’s office, and after a short delay were told that we 
could see Judge Louderback. We went into his chambers. 
There were present at that time, to the best of my recollec- 
tion, besides myself, Mr. Max Thelen, Francis C. Brown, 
Mr. Lloyd Dinkelspiel, Mr. Addison G. Strong, Mr. Colvin, 
and Mr. Berlinger. 

I explained to Judge Louderback that I had just filed an 
application for the appointment of a receiver for the Russell- 
Colvin Co.; that the firm had been suspended from the 
stock exchange on the preceding day; that it could not con- 
tinue its business; that the fact that its suspension had 
been announced in the newspapers would inevitably lead to 
demands and had led to demands by numerous creditors and 
customers; that we had given the matter consideration and 
believed that the only way in which the affairs of the part- 
nership could be successfully wound up was by the appoint- 
ment of an equity receiver. 

Judge Louderback asked us if we did not think that upon 
the appointment of a receiver a petition in bankruptcy would 
be filed. We told him that perhaps such a petition would 
be filed, but that we felt that we could successfully defend 
against such a petition because, in our opinion, at that time 
the firm was not insolvent, but was simply in such a frozen 
condition that it could not liquidate the assets on hand 
sufficiently rapidly to meet the demands of its various 
creditors. 

I then told Judge Louderback that the parties would like 
to suggest as the appointment of a receiver, if he decided to 
appoint a receiver, Mr. Addison G. Strong, who was present 
in the room. I explained to the judge that Mr. Strong was 
a certified public accountant, a member of the firm of 
Hood & Strong, that he had been auditor for the stock ex- 
change for some time; that Mr. Strong had been auditing 
the affairs of this particular partnership; that he was thor- 
oughly familiar with all the accounts and all the business; 
that he was a man of high reputation and ability, and we 
believed that because of his familiarity with the matter he 
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was the best qualified man whom the parties knew to act 
as receiver in this matter. 

Mr. Brown, then, after I had spoken, talked to Judge 
Louderback further about Mr. Strong’s qualifications and 
explained them more fully. I think he also explained, per- 
haps more fully, the situation with regard to the affairs of 
the partnership. The judge then asked Mr. Strong if he 
were represented by any of the attorneys in the room. Mr. 
Strong told him that he was not. The judge then said to 
Mr. Strong, “If you are appointed receiver by me, you 
realize that you will be an officer of the court, representing 
the court and not any of the parties, and if you are ap- 
pointed as receiver will you consult me with reference to 
the employment of your counsel? ” Mr. Strong said that he 
would. 

The judge then said that he would fix a bond for the 
receiver in the amount of $50,000 and that he would also 
fix a bond to be put up by the plaintiff in the amount of 
$50,000. We were somewhat surprised at the requirement 
for a plaintiff’s bond, and we asked Judge Louderback the 
reason for this requirement. The judge said that he re- 
quired the filing and the posting of plaintiff’s bond in order 
to protect the other creditors of the estate against injury on 
account of the appointment of a receiver if the appoint- 
ment were subsequently found to have been wrongfully 
made. 

I believe that was the substance of everything that oc- 
curred, according to my recollection now. I do not recall 
anything else particularly that occurred. 

We then left Judge Louderback’s chambers and went out 
in the hallway. There we consulted with Mr. Jansen, the 
representative of the Hartford Accident & Indemnity Co., 
concerning the bond. Mr. Jansen said they would write the 
receiver’s bond; there was no question about that, but they 
would not write the plaintiff’s bond for the protection of 
other creditors in the amount of $50,000 without having col- 
lateral security in that amount deposited with the surety 
company. This condition it was impossible to meet. So, Mr. 
Thelen, Mr. Dinkelspiel, Mr. Brown, and myself returned to 
the judge’s chamber—I believe that was within about 10 
minutes after we had left—and we explained to the judge 
the impossibility of securing plaintiff’s bond in this amount. 
The judge thereupon concluded to reduce the bond to 
$10,000. 

Q. What was the amount of the plaintiff’s claim?—A. 
The amount of the plaintiff’s claim, according to my recol- 
lection, was about $3,900. We then left the judge’s 
chambers. 

I did overlook one fact in connection with our first con- 
ference with Judge Louderback. I believe that the judge 
had before him the other petition which had been filed; at 
least he knew of the filing of the other petition, and he asked 
us about it. I do not recall exactly the conversation that 
was had, but, anyway, it was to this effect: That he would 
not act upon this petition unless we would consent to dis- 
miss the other petition; and we agreed to dismiss the other 
petition. We left the conference with the judge—the first 
conference—with the understanding that when we had se- 
cured the bonds and had them ready for filing and approval, 
we may return, and the judge would then appoint Mr. 
Strong as receiver. 

After we left the second conference, at which the judge 
reduced the amount of the plaintiff's bond, we returned to 
our offices and got in touch with the surety company and 
made arrangements for the writing of the bonds. The re- 
ceiver’s bond presented no difficulty whatever, because that 
is the usual form of bond. We could not, however, find any 
record of there ever having been any requirement in any 
other case of a plaintiff’s bond, and we consulted the records 
of the clerk’s office, and the clerk was unable to give us any 
information with reference to it. The surety company had 
no record of ever having written any such bond, and we 
could find no form which had been followed in any other 
proceeding as to that form of bond. However, we took the 
form of order and during the course of the afternoon, work- 
ing, I think, principally in the clerk’s office, because it was 
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there we were attempting to get information as to the form 
of the bond, we prepared a bond for presentation to the 
judge in a form that we believed would be satisfactory to him. 
My recollection is that we had incidentally during the course 
of the afternoon dismissed the complaint which had been 
filed and which had been assigned to Judge St. Sure. Dur- 
ing the course of the afternoon we completed forms of bonds 
or at least completed a form for submission to the judge, 
and it is my recollection that about 4 o’clock in the after- 
noon of Tuesday, March 11, we returned to the judge’s 
chambers, or returned, rather, to the office of his secretary, 
and requested a further interview with him concerning the 
appointment of the receiver. 

It is my recollection that we were told that the judge was 
sitting with the circuit court of appeals that afternoon and 
that we would have to wait, but that he would see us when 
he came off the bench of the circuit court of appeals. We 
did wait and saw the judge later that afternoon, my recol- 
lection being that this conference was held at about 5 o’clock 
in the afternoon on the 11th of March. There were present 
at that conference Mr. Strong, Mr. Dinkelspiel, Mr. Thelen, 
Mr. Brown, and myself, and I believe that the representative 
of the surety company was present at that time, because 
we were there in the matter of getting the bond approved. 
We presented to the judge the form of order for the ap- 
pointment of the receiver. He made a slight change in the 
form of the order, my recollection being that he wrote in a 
phrase requiring that the bond be filed before the receiver 
should take possession of the property. We then presented 
the form of bonds, and my recollection is that on the plain- 
tiff’s bond, because of the uncertainty as to the form, we had 
not at that time written in the penalty clause. We had the 
frame of the bond prepared and had a penalty clause pre- 
pared, but I do not believe we had written it in at that 
time, but desired to submit it to the judge for his approval 
before we placed it in the bond. The judge approved the 
form of the penalty clause and approved the bond, and the 
clause was then written into the bond, according to my 
best recollection, and the judge approved the bond at that 
time. He also signed the order appointing Mr. Strong as 
receiver. 

We then left the judge’s chambers, and just as we were 
leaving the judge’s chambers he said to Mr. Strong, “ When 
this business of qualifying is over, I should like to see you.” 

We then went out into the clerk’s office and filed the 
bond and the order appointing the receiver, and also Mr. 
Strong took the oath as receiver and qualified. We were 
quite some little time in the clerk’s office, because we wanted 
to make out complete copies of all the instruments we were 
filing, with all the interlineations and signatures and dates. 
I also desired to procure certain certified copies of the order 
appointing the receiver so that he would have evidence of his 
authority to take possession of the assets of the firm. 

We then left the clerk’s office, my recollection being that 
this was about a quarter to 6 or 6 o’clock; and I returned 
to my office. We rode on the street car down Market Street 
from the Post Office Building, in which the Federal courts 
are located, and I recall only riding down with Mr. Strong 
and Mr. Thelen. There may have been others present. I 
returned to my office. I saw some of the parties on the fol- 
lowing day, which was Wednesday. I did not see the judge 
again on this matter until Thursday following. During the 
morning of Thursday I was out of my office part of the day, 
and when I got back before noon my secretary advised me 
that Judge Louderback’s secretary had phoned and had re- 
quested Mr. Thelen and Mr. Brown—Mr. Thelen or me, I 
believe—and Mr. Brown to have a conference with Judge 
Louderback at noon. At noon Mr. Thelen, Mr. Brown, and 
I together went to the chambers of Judge Louderback and 
we were shown into his chambers. When we came in Judge 
Louderback told us that he had decided to remove Mr. 
Strong as receiver. He stated that Mr. Strong had failed 
to keep an appointment with him, that he was insubordi- 
nate, that he had shown disrespect for the court, and that 
he intended to discharge him as receiver. He stated that 
he had requested Mr. Strong to return to see him, I believe, 
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about the appointment of counsel; and that instead of doing 
so Mr. White, of the firm of Heller, Ehrman, White & Mc- 
Auliffe, had called to see the judge. 

Q. What time was this that Mr. White had called in 
relation to the time Mr. Strong came back after his ap- 
pointment?—A. Mr. White had called before Mr. Strong 
had returned to see the judge. The judge stated that he 
regarded this as an effort to force him to approve Heller, 
Ehrman, White & McAuliffe as attorneys for the receiver, 
aa that he resented it and did not like the attitude of Mr. 
Strong. 

I then stated that I felt that if Mr. Strong had failed to 
keep an appointment that it was undoubtedly due to a mis- 
understanding; that I did not believe Mr. Strong would 
deliberately defy the court, and that I felt that if the parties 
should get together and talk the matter over that it could 
all be adjusted. 

Incidentally, Mr. Brown also spoke up, and we argued 
with the judge for quite some little time, attempting to get 
him to reverse his decision and retain Mr. Strong, again 
Pointing out Mr. Strong’s qualifications and the necessity 
for a competent man in charge of this firm, which was a 
stock brokerage firm, and the affairs of which were very 
involved. The judge, however, stated that he had made up 
his mind and that he did not intend to change it; that he 
had asked Mr. Strong to call and see him at a quarter to 1, 
and that he was going to request his resignation; that if 
Mr. Strong did not resign, he was going to discharge him 
as receiver. My recollection is the judge told us at that 
time that he had already prepared an order of discharge. 

He then stated that a number of—that he had been ap- 
proached by a number of different persons requesting that 
he appoint various parties as receiver in this case, and he 
turned to me and said “ You know these receiverships are 
the plums and sugar in this business.” Then he said that 
two parties had approached him in the hall requesting that 
he appoint a man by the name of Sherman who, according 
to his statement, had some connection or former connec- 
tion with a masonic lodge in San Francisco; but he said 
“Of course I cannot appoint Mr. Sherman because his at- 
torneys are Joseph McInerney and Samuel Shortridge, Jr.” 
But he said in thinking the matter over there had just 
occurred to him the name of a man who was on his jury 
panel in his court, a Mr. H. B. Hunter; that he had ascer- 
tained that Mr. Hunter was connected with the stock broker- 
age firm of William Cavalier & Co.; that he believed for that 
reason that he would be qualified to handle this particular 
receivership and was a man who would be familiar with 
the problems of this busimess. He stated that Mr. Hunter 
was formerly a receiver of the Security Bond & Finance Co., 
of Berkeley, and had been recommended to him by Mr. 
Sidney Schwartz, a former president of the San Francisco 
Stock Exchange. He said he was going to hold the matter 
of the appointment of Mr. Hunter open until 4 o'clock that 
afternoon in order to give us an opportunity to look up 
Mr. Hunter and see if we found out anything against Mr. 
Hunter which we would desire to report to the judge. 

He stated that he had purposely selected Mr. Hunter 
because he did not know him; that he desired, because of 
the trouble which had arisen in this case, to make an ap- 
pointment which would not subject him to any criticism, 
and that he desired to appoint a man with whom he was 
not personally acquainted and whom he did not know, but 
who had ability and integrity which could not be ques- 
tioned. He stated that if he appointed Mr. Hunter that he 
would not have anything to say about the selection of 
counsel by Mr. Hunter, but would let Mr. Hunter employ 
his own attorney of his own selection. 

We then left the judge’s chambers and I returned to my 
office. I made some inquiry concerning Mr. Hunter’s ability 
and integrity. I had no personal knowledge of Mr. Hunter 
prior to that time. From my inquiry I was advised that he 
was a man of fair ability and, so far as I could ascertain, 
a man of integrity. I then gave this information to Mr. 
Thelen, and I understand—but I cannot testify of my own 
knowledge to this—that Mr. Thelen made independent in- 
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quiry. I asked Mr. Thelen to phone Judge Louderback the 
results of what we had ascertained, and I understand that 
he did so; but I cannot say this of my own knowledge, 
because I was not present when he phoned. 

I was present with Mr. Francis C. Brown when he tele- 
phoned to Judge Louderback about 3 o’clock that after- 
noon and stated that he had recommended Mr. Strong as 
receiver for the position and that he could not consent to 
the appointment of anyone else. 

This is my best recollection of what occurred during those 
2 days. I did not see the judge again, I think, for perhaps 
several months. I believe it was on the day following Mr. 
Hunter’s appointment that I was called on the telephone by 
Mr. Hunter's secretary and asked to be present at a confer- 
ence between Mr. Brown and Mr. Hunter and others at 
Mr. Hunter’s office in the Russell-Colvin & Co. former offices. 

I attended this conference, at which conference I met 
Mr. John Douglas Short. I also met Mr. Erskine, of the 
firm of Keyes & Erskine, who stated they were attorneys for 
the receiver, and Mr. Hunter. We had a short conference 
about the conduct of the receivership. Mr. Hunter told us, 
according to my best recollection, that he had been requested 
by the judge to confer and have his attorneys confer with 
attorneys for the plaintiff and the defendant in matters 
concerning the receivership; that he would undoubtedly call 
upon us frequently. That is about all I recall occurring at 
that time. 

Q. Mr. Marrin, at the first conference which you had with 
Judge Louderback in this case on the morning of the 11th 
of March 1930, did you at that time on that day fail to 
make the bond as required by him that day?—A. No. The 
bond was made, filed, and approved on that day. 

Q. Was there any petition presented by you on Monday 
of that week?—A. No; that is, the petition was taken out to 
the clerk’s office, but no petition was filed on that day. 

Q. On the afternoon of the 11th of March, when you left 
there after Mr. Strong qualified, state whether or not the 
respondent at that time told Mr. Strong to return that 
day.—A. No; he did not. My recollection of what he told 
Mr. Strong is that “ when this business of qualifying is over, 
I should like to see you“, without specifying any date or any 
particular time. 

Q. Was there any understanding between those who were 
interested there that he was to come back that day?—A. No. 

Q. On the occasion when you were sent for by respondent 
and told that he was going to discharge Mr. Strong, was 
there any complaint made by him at that time about the 
connection of the stock exchange with the attorneys he had 
selected? 

Mr. HANLEY. Objected to. What happened is the best 
evidence, and not what complaint was made. 

The PRESIDING OFFICER. The witness will state what 
Was said. 

The WITNESS. To the best of my recollection, the stock 
exchange was not mentioned. The judge complained about 
the fact that Mr. Strong had not kept the appointment; that 
‘instead of keeping the appointment with him he had sent a 
‘member of the firm of Heller, Ehrmann, White & McAuliffe 
to see him. 

Incidentally I omitted something in my recitation of what 
occurred at that conference. The judge did state to us that 
jhe had suggested as possible attorneys for Mr. Strong the 
‘firm of Pillsbury, Madison & Sutra, and Sullivan, Sullivan & 
Roche, but that Mr. Strong would not have anything to do 
with those firms, but insisted upon the appointment of 
Heller, Ehrmann, White & McAuliffe. The judge did not 
mention the name of Mr. Short nor of Keyes & Erskine. 

Q. Did he ever suggest Short to you as having been recom- 
mended by him to the receiver, Mr. Strong, as attorney for 
the receiver?—A. No. The judge never suggested Mr. Short’s 
name to me at any time. 

Q. Was there any effort on . 
to control the receivership?—A. Not to my knowledge. I 
may say that I did not at that time personally know the 
attorneys for the stock exchange. The first time I ever met 
a member of that firm personally was when I met Mr. 
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Dinkelspiel on the Monday morning when we first took the 
complaint to the office of the clerk for filing on the day 
when it was not filed. 

The PRESIDING OFFICER. The Chair takes the liberty 
of suggesting to the witness that we might proceed a little 
more rapidly if the witness would answer the questions 
propounded. 

By Mr. Manager BROWNING: 

Q. Before the qualification of Mr. Strong, had you heard 
any discussion of who his attorney was going to be? 

Mr. HANLEY. We object on the ground that that would 
not bind the respondent and calls for hearsay. 

The PRESIDING OFFICER. It is a part of the res 
gestae. While it may not be so important, it is for the court 
to decide. Answer the question. 

The WITNESS. No; there was no discussion whatever as 
to who his attorney should be. 

By Mr. Manager BROWNING: 

Q. The first time you heard it mentioned was at what 
time?—-A. My best recollection is on Wednesday following 
the appointment of Mr. Strong as receiver. 

Q. Who suggested or who requested that the clerk’s office 
be held open that afternoon for the qualification of Mr. 
Strong as receiver, if you know?—A. The attorneys—my- 
self, Mr. Dinkelspiel, and Mr. Brown—requested Mr. Maling 
to hold his office open until we could get the bond approved 
and the receiver appointed, so that we could qualify the 
receiver that night. 

Q. Did you, or any of the attorneys connected with it in 
your presence, request the judge to hold the clerk’s office 
open?—A. No. 

Mr. Manager BROWNING. Take the witness. 

The PRESIDING OFFICER. Proceed, gentlemen. 

Cross-examination by Mr. HANLEY: 

Q. Mr. Martin, you were not a witness at the hearing had 
in San Francisco in September last?—A. No. 

Q. And you have given us your memory of the affair as 
you remember it from its inception?—A. To the best of my 
recollection. 

Q. Who refreshed your memory upon that?—A.I re- 
freshed my own memory. I had a rather vivid recollection 
of those events, and also after I was subpenaed in this case 
I went back over my files and looked at the various papers 
and proceedings that occurred, letters and memorandums 
written, and refreshed my own recollection. No one re- 
freshed my recollection. 

Q. Did you read the testimony that was taken at the 
preliminary hearing of this matter in San Francisco be- 
tween the dates of the 6th and the 12th of September of 
1932?—A. I have read part of the testimony. 

Q. What part?—A. I believe that I have read substantially 
all of the testimony which had to do with the Russell-Colvin 
case. 

Q. By that do you mean that you read your partner’s 
testimony, Mr. Max Thelen, that he gave at that hearing?— 
A. Yes; I did. 

Q. Did you help Mr. Max Thelen prepare his memoranda 
of the events that took place?—A. I did not. 

Q. Did you read the memoranda of Max Thelen that he 
made as to what transpired immediately following the re- 
moval of Strong?—A. I read those memoranda which are set 
forth in the transcript of the proceedings in San Francisco. 

Q. And in San Francisco between the 6th and the 12th 
days of September 1932 did you consult with Mr. Browning 
or Judge Sumners or Mr. LaGuardia?—A. At that time? 

Q. Yes.—A. I did not. I was not present in San Fran- 
cisco. 

Q. Were you in San Francisco at any time, and did you 
give any statement in relation to the matters at that time?— 
A. The first time I ever met Mr. LaGuardia, Mr. Brown- 
ing—— 

The PRESIDING OFFICER. Will you answer the ques- 
tion “ yes ” or “ no ng 

The WITNESS. May I have the question read? 

The PRESIDING OFFICER. The reporter will read the 
question. 
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The Official Reporter read the question, as follows: 

Q. Were you in San Francisco at any time, and did you give any 
statement in relation to the matters at that time? 

The WITNESS. Yes; I was in San Francisco. 

Q. Did you give a statement to any of the three man- 
agers, or, rather, the three special committeemen coming 
from the House to San Francisco in September of 1932?— 
A. No. 

Q. Did you talk with any one of the three?—A. In Sep- 
tember 1932? 

Q. Yes—A. No. 

Q. Were you present in San Francisco at that time?— 
A. No. 

Q. When was the first time that you talked with anyone 
on behalf of the house?—A. About 3 or 4 weeks ago, when 
Mr. Browninc was in San Francisco. 

Q. And that is the first time that you met him?—A. The 
first time I ever met him. 

Q. And was that the time that you refreshed your memory, 
or when?—A. At that time I was requested to meet Mr. 
Browninc at a conference of witnesses. The day preceding 
that I went over my files in this case. When Mr. BROWNING 
told me he wanted me to come to Washington, and I was 
subpenaed, I further went over the files carefully to be sure 
of my recollection. 

Q. When you said that that was 4 weeks ago, you mean 
it was about the 29th of April, less than 3 weeks ago; do 
you not?—A. I would not fix the date with certainty. It 
was when Mr. Browninc was in San Francisco. 

Q. Can you tell me what date of April or May it was that 
you talked with Brownrnc in San Francisco? When I say 
“ BrowninG ”, I mean Congressman BOW] Nd. I say that 
for shortness—A. I could not fix the date accurately. I 
think it was probably 3 weeks ago Monday. That is my best 
recollection. 

Q. But you do recollect distinctly everything that took 
place in 1930, in March; do you not?—A. I keep a diary, 
Mr. Hanley. 

Q. Have you your original notes of your diary of March 
of 19302?—A. No; I have not. 

Q. Did you bring it with you? A. I have it at the hotel. 

Q. Did you discuss that with Mr. Brownrnc when you met 
him in San Francisco?—A. No; I do not think I did. 

Q. Did you have it with you when you discussed it in San 
Francisco?—A. I had it with me; yes. 

Q. I mean at the interview that you had.—A. Yes; I had 
it with me. 

Q. And you refreshed your memory from that; did you?— 
A. I had refreshed it the day or so preceding that. 

Q. Did you refresh it on your way over on the train since 
you left San Francisco?—A. No; I do not believe I looked 
at it. 

Q. Did you discuss it with Mr. Brown?—A. Mr. Brown was 
not on the train. 

Q. Did you discuss it in San Francisco or any other place 
with Mr. Brown?—A. I have discussed it briefly with Mr. 
Brown in Washington. 

Q. When?—A. Yesterday. 

Q. Who was present at that conversation?—A. Mr. De 
Lancey Smith and Mr. Brown’s wife. 

Q. And you went over your testimony that you were to 
give here today; did you?—A. I told Mr. Brown my recollec- 
tion of what happened. 

Q. You had been associated with Mr. Brown and also with 
De Lancey Smith as one of the attorneys upon some matters 
of the Russell-Colvin firm heretofore, had you not?—A. I 
had approved a form of trust indenture on which deben- 
tures were issued in connection with the Consolidated Paper 
Box Co. 

Q. Anything else?—A. Nothing else to my recollection. 

Q. How about the Coen Products Co.?—A. I know noth- 
ing whatever about that. 

Q. Would you say that the firm of Thelen & Marrin were 
not employed by De Lancey Smith upon the writing or un- 
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Q. Would you say that you did not render any bill or 
services to that concern or to De Lancey Smith with refer- 
ence to that proposition, the Coen Co.?—A. No; I did not. 

Q. What is your best memory as to whether you did or 
you did not do any work with the Coen Co.?—A. My best 
memory is that I did not do anything whatever. 

Q. Do you ever recall the name of the Coen Co., Inc., in 
any business of any kind or character that your firm did 
for De Lancey Smith or Russell Colvin?—A. I knew there 
was such a concern, but I do not recall having done any 
work for them at all—any legal work. 

Q. As a matter of fact, Gardner Olmstead in this case 
was introduced to you by the defendants in the case; was 
he not?—A. That is correct. 

Q. You never met Gardner Olmstead until one of the 
partners who were going into receivership wanted to use 
you as the attorney for the plaintiff. Is not that true?— 
A. No; that is not true. 

Q. When you met Gardner Olmstead, what member of 
the firm was it—Ronald Berlinger, or was it Guy Colvin— 
that introduced you to him?—A. My recollection is that Guy 
Colvin introduced Mr. Olmstead to me. 

Q. Was Brown present?—A. I do not think he was in the 
same room. 

Q. Was he there at the time?—A. He was in the same 
offices, the same suite of offices; yes. 

Q. Had you a close relationship with this firm of De 
Lancey Smith and Francis C. Brown that you called each 
other in upon various matters that they were interested in 
and that you were interested in?—A. No. Our firm has ab- 
solutely no connection with their firm. 

Q. You were called in by what party in the early days of 
March 1930?—A. Mr. Brown first talked to me. 

Q. And he made the contact for the conference; did he? 
A. Yes; he did. 

Q. And you met then—had you known Ronald Berlinger 
or Guy Colvin at that time?—A. I had met Mr. Berlinger. 
I do not believe that I knew Mr. Colvin before that time. 

Q. Did you know at that time, or did anyone inform you 
at the conference had, that Russell-Colvin had borrowed 
from brokers and banks $330,000 more than the customers 
had borrowed from them?—A. I do not recall that anyone 
made that statement to me. 

Q. Did anyone give you a set-up of the condition of the 
company that showed that Russell-Colvin & Co. had bor- 
rowed some three hundred or odd thousand dollars from 
the banks and the brokers more than the customers had 
borrowed, or any such amount?—A. I do not recall that de- 
tail, Mr. Hanley. 

Q. When you filed this petition for the appointment of a 
receiver, did you prepare it?—A. I prepared it; yes. 

Q. Did you send it over to Brown’s office to have him 
O.K. it—the attorney for the defendant?—A. No. I pre- 
pared that petition myself, and 

The PRESIDING OFFICER. Can you not answer that 
“yes” or “no”? 

The WITNESS. No. 

Q. Did Brown prepare any part or amend any part of 
your draft of the proposed complaint?—A. He suggested one 
amendment. According to my recollection, he suggested one 
amendment. 

Q. Did he prepare the amendment and attach it to the 
complaint?—A. No. According to my best recollection, the 
amendment consisted simply of an interlineation so that the 
complaint would be brought in behalf of all of the creditors 
instead of simply this plaintiff. 

Q. Russell Colvin was introduced to you by Guy Colvin 
upon the statement that he was a resident of the State of 
Nevada, was he not?—A. You mean Mr. Olmstead? 

Q. Yes; Mr. Gardner Olmstead. Is that right?—A. Yes; 
I was told that he was a resident of Reno. 

Q. And the reason for that was diversity of citizenship, to 
give the Federal court jurisdiction, was it not?—A. Yes. 

Q. The only reason they picked out Gardner Olmstead was 
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resident of our friend’s town here at Reno, Nev., is it not?— 
A. I do not know what their reasons were. I know that the 
plaintiff must be a resident of another State in order to 
confer jurisdiction on the Federal court. 

Q. Well, the partner in the matter, Guy Colvin, told you, 
“Here is Mr. Gardner Olmstead, who wants to sue us for 
receivership ”, did he not?—A. I do not recall that he made 
any such statement. 

Q. There was no question about why he was introduced, to 
your mind, was there?—A. No. 

Q. You knew that Guy Colvin introduced Mr. Gardner 
Olmstead for one purpose, and one purpose only, namely, 
to sue that company, did you not?—A. Yes. 

Q. And the very object of meeting these people in Brown’s 
office or your office with these partners was to have this 
receivership appointed, was it not?—A. Yes. 

Q. There was no question about that, was there?—A. No. 

Q. Who gave you the facts, outside of Gardner Olmstead, 
which caused you to prepare the two complaints in equity?— 
A. I believe Mr. Brown; I would not be certain. 

Q. The last witness, Francis C. Brown?—A. I think so; 
yes, sir. 

Q. You said the first meeting took place on Saturday, the 
8th; or was it Friday, the 7th?—A. Friday, the 7th. 

Q. You had conferences, then, on Saturday?—A. Yes. 

Q. And then you determined to draw the complaint, and 
you drew in a draft form upon Sunday what would be the 
complaint in the matter?—A. I did not determine to draw 
the complaint until Sunday afternoon. 

Q. Then you dictated the complaint Sunday afternoon, did 
you?—A. Yes. ; 

Q. And you had it typed that same afternoon in regular 
form; or did you wait until Monday?—A. I had a draft of it 
prepared on Sunday. 

Q. Did you turn that over to Brown on Sunday, or on 
Monday?—A. My recollection is that I did not turn it over 
to Brown. 

Q. Did you send it over to Brown?—A. No. 

Q. How did it get in his office and return to you, if you 
know? -A. Mr. Brown came to my office and looked at it. 

Q. And it was while at your office that he prepared the 
amendment to it, was it?—A. He did not prepare it; he 
suggested it. 

Q. You are sure, now—and I do not want to trap you— 
that Brown did not at any time take to his office and amend 
the draft as you prepared it?—A. My best recollection is 
that he did not. 

Q. When did you prepare the second complaint?—A. 
During the noon hour on Monday the 10th of March. 

Q. You went out upon the 10th of March; are you sure 
that both verifications to the two complaints were not 
sworn to simultaneously, the one that went to Judge Lou- 
derback and the one that went to Judge St. Sure?—A. I am 
practically sure of that. 

Q. That they were?—A. That they were not. 

Q. Again I do not want to trap you. I am asking you if 
you have any recollection—and if you have not, say so— 
that the two verifications, the one to the Louderback and 
the one to the St. Sure complaint, were not sworn to upon 
the same day before the same notary?—A. They were both 
sworn to on the same day before the same notary. 

Q. Simultaneously?— A. My recollection is that they were 
not. 

Q. What time intervened between?—A. I do not recall 
distinctly the time. I know the reason why I do not think 
they were subscribed and sworn to at the same time. 

Q. After the complaint was filed, you went to the clerk’s 
office per appointment with this number of people. Is that 
true?—A. Appointment with whom? 

Q. At the clerk’s office; you went there on the 10th, I un- 
derstand; Monday?—A. Yes; but not by appointment with 
the clerk. 

Q. The clerk had nothing to do with it?—A. No. 

Q. But you did find out from the clerk, without paying 
the fee, who the judge would be to whom that case would 
be assigned, did you not?—A. Yes. 
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Q. And before you paid the fee you withdrew the com- 
plaint, and did not file it. Is not that true?—A. That is 
correct. 

Q. And after you had ascertained the name of the judge 
without paying the fee, you withdrew the filing, did you 
not?—A. Yes; it had never been filed. 

Q. Ah, but you placed it upon his desk, and you showed 
him that you were about to file a complaint, did you not?— 
A. Yes. 

Q. And you told him you were ready to file it, did you 
not?—A. We told him we had a complaint to file, sure. 

Q. And he drew from the box the assignment to St. Sure, 
and then you withdrew and did not file. Is not that true? 
A. That is correct. 

Q. Now, with reference to the appointment of the meet- 
ing of the parties. You say that Mr. Max Thelen and 
Lloyd Dinkelspiel and Francis Brown and Ronald Berlinger 
and Guy Colvin all went to the clerk’s office on the 10th. 
That is true, is it not?—A. Mr. Colvin and Mr. Berlinger 
did not go into the clerk’s office. They may have gone to 
the building. 

Q. You went to the post office or Federal court building 
with the parties, did you not?—A. Yes. 

Q. And that was per appointment either the day before 
or that very morning, was it not?—A. That morning, yes. 

Q. Can you tell us whether it was a man or a woman 
who gave you the information that no one would act with- 
out Judge St. Sure being present?—A. My recollection is 
that Mr. Maling himself gave us that information. 

Q. That morning?—A,. Yes; that morning. 

Q. Did you have with you at that time the two com- 
plaints prepared to file?—A. No. 

Q. Will you say that you prepared the second one, which 
had gone into Judge Louderback’s court at the time, from 
Monday, when you went to the clerk’s office, until the actual 
filing on Tuesday, the 11th?—A. Yes; that was prepared 
subsequently. 

Q. Then, if it was prepared subsequently, what day was 
it prepared?—A. Monday. 

Q. What time on Monday?—A. Between 12 and half- 
past 1. 

Q. Was it verified on Monday?—A. My recollection is 
that it was. 

Q. The next morning you say you had some real-estate 
transaction to close. Is that true?—A. I was told that there 
was one Monday afternoon; yes. 

Q. And that was the reason for not going and making the 
double filing at the post-office building, the clerk’s office, 
was it?—A. The reason they were not filed Monday after- 
noon; yes. 

Q. Who told you that? You said Brown, did you?—A. I 
believe Mr. Brown told me that. 

Q. Did he tell you what the transaction was, the nature 
of it, or the amount of money that was to go to Russell- 
Colvin?—A. Not in detail; no. 

Q. So, with reference to the situation, you were following 
Brown upon it, were you?—A. No; I would not say that. 

Q. Did you dictate an answer, when you were dictating 
the complaint, to be signed by Brown?—A. I did not. 

Q. Will you say that it was not upon your stationery, that 
the same typewriter that prepared the complaint did not 
prepare the answer?—-A. I do not know anything about the 
typewriter. I know I did not dictate the answer. 

Q. Did you prepare the answer at the time you prepared 
the complaint in both actions?—A.I never prepared the 
answer. 

Q. Who told you about the system of how the cases were 
assigned, and when, for the first time?—A. The first time I 
was aware of it was when we filed this complaint. 

Q. You did not know the manner in which the judges had 
the clerk draw the assignments, did you?—A. I knew nothing 
about it. 

Q. Do you know now the manner?—A. Not except from 
what I saw in this case. 

Q. What is that?—A. Not except from what I saw in this 
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Q. You mean you read the Sen of the clerk, Mr. 


Fouts, as to the manner in which the ents were 
made?—A. I did not read his testimony. 

Q. Did you talk to anybody as to how the assignments 
were made?—A. No. 

Q. You said here that Judge St. Sure might get the two 
in succession. Who gave you that information?—A. We 
were told that at the clerk’s office that day. 

Q. So that when you went out, did you know the number, 
upon Monday that was alleged to be the next number of the 
filings that were to be had?—A. No. 

Q. Did you know that criminal, bankruptcy, and equity 
have different numbers in that clerk’s office?—A. No. 

Q. Did you see the number at all as it was drawn from 
the slip that you were to get if you paid your fees?—A. No. 

The PRESIDING OFFICER. Will counsel permit the 
Chair to ask whether there is any controversy as to the 
question of the filing of the two complaints, or the prepara- 
tion of the two complaints, the time when they were pre- 
pared, and the time when they were presented, and who were 
present in the clerk’s office? 

Mr. HANLEY. They wanted to pick a judge. Is not that 
evident to the jurors? That is what we are trying to show. 

By Mr. HANLEY: 

Q. Did the same array who went out upon Monday pre- 
sent themselyes to the clerk’s office on Tuesday?—A. Do 
you mean the same parties? 

Q. Yes.—A. The same attorneys. I am not clear in my 
recollection as to whether Mr. Colvin and Mr. Berlinger 
were present on Monday or not. 

Q. Did you not say that upon Monday Mr. Berlinger— 
we call him different ways, but it is the same thing; I think 
I have known him longer than you have—Mr. Ronald 
Berlinger and Mr. Colvin were there upon Monday?—A. I 
would not be sure about that. My recollection is that they 
were there on Tuesday when we first saw Judge Louderback; 
but as to Monday I am not sure. 

Q. But Dinkelspiel and your partner, Thelen, were there?— 
A. Yes. 

Q. On both days?—A. On both days. 

Q. And Strong was there on both days?—A. I think he 
was; yes. 

Q. Brown also?—A. Brown was there, I know. 

Q. Finding the judge engaged upon Tuesday, as you 
stated in the opening, you went around the corridors, and 
finally went into his court until he was through, did you?— 
A. We made an appointment to see him first, and then we 
had an hour or so to wait, so we went in and sat down in his 
court room. 

Q. When, as to time, between the opening hour of 9 and 
the hour of noon did you actually make the double filing?— 
A. I believe that it was between 10 and 11 o’clock. 

Q. So that the double filing was made after the usual 
court hour of commencing at 10 o’clock, the session in the 
Federal court?—A. I am not certain about the exact hour, 
but I think it was about 10 o’clock. 

Q. Did you not know, Mr. Marrin, that in the whole his- 
tory of the Federal filing this is the first double filing that 
was ever made in any action there?—A. No. 

Q. Can you name one other before this that established a 
precedent?—A. I do not know anything about it. 

Q. Did you know that there never had been up to this time 
a double filing for the same defendant with the same plain- 
tiff?—A. No. 

Q. You did not know that. Did you think that unusual 
to make the double filing?—A. I cannot say that I gave it 
any thought. 

Q. You had the point made to you there was some ques- 
tion about whether the partnership ought not to have in- 
cluded all of the members of the partnership, was there not, 
after you had prepared the first complaint?—A. Yes. 

Q. Why, then, was it necessary to file two complaints?— 
A. The reason it was necessary to file two complaints is that 
it was absolutely necessary to get one of the judges who was 
in San Francisco to act upon this matter. We did not care 
which one. 
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Q. Do you not know that at that time, and for a long time 
prior thereto, there was an understanding between Judge 
St. Sure and Judge Louderback that, in the absence of one, 
the other would do his work?—A. I do not. 

Q. Had you been in the habit of making double filings, 
or was this the first time that you, as attorney in the matter 
of filing a suit, had made a double filing?—-A, This was the 
2 time I had ever flled similar complaints in the same 
action. 

Q. But you filed a double filing simultaneously, did you 
not?—A. Yes. 

Mr. Manager BROWNING. I think he has been over that 
about six times, but I do not want to be captious about it. 

Mr. HANLEY. I think he has answered it. 

Mr. President, is there any objection to my examining 
from this point? I think it is a better position. If there is 
any objection, I will keep in the well. 

The PRESIDING OFFICER. If the Members of the Sen- 
ate sitting as a court can hear, there is no objection. 

Mr. HANLEY. That is the purpose I have in view, my 
voice being a little husky today. 

By Mr. HANLEY: 

Q. Mr. Marrin, is it not true that after you told the judge 
that you had Strong selected and agreed upon by all that 
was the first time you said to him there was a double fil- 
ing?—A. No. My recollection is that the judge asked about 
the other filing. 

Q. The moment the judge arrived in his chambers from 
the bench you went into his chambers, did you not?—A. 
Not at that moment; no. I think there was some delay. 

Q. “Some delay”; but when you went in there—without 
detailing what you have already given us—you and Brown 
had this general talk, as it were, “selling” Strong to the 
judge as a competent receiver, had you not?—A. Recom- 
mending him to the judge; yes. 

Q. So that the judge would be impressed with the bril- 
liancy of Strong and his integrity; you were giving his quali- 
fications to the judge, were you not?—-A. We gave him quali- 
fications in full. 

Q. And you had him agree to appoint him, did you not?— 
A. No; I do not think we did. The judge indicated that he 
would appoint him if he secured the necessary bond. 

Q. And is it not true, after he had indicated that he 
would appoint him, then, for the first time, either you or 
Brown, said, “ Well, we had already filed one and it is be- 
fore Judge St. Sure? -A. No. 

Q. That did not take place?—A. No. 

Q. Did not the judge, then and there, send for the papers 
out in the clerk’s office to be brought in to find out about 
the matter?—A. I do not recall that he did; no. 

Q. Did he not tell you that the number of Judge St. Sure 
was first in time, and that you would have to go to Sacra- 
mento or he would get him on long distance phone for 
you?—A. He did not. 

Q. Was anything said at that time to the effect that the 
judge would get him on long distance phone and agree upon 
a receiver if you could, then and there?—A. No. 

Q. Nothing was said about that?—A. No. 

Q. And finally you insisted that it needed immediate at- 
tention and you could not go to Sacramento? Is not that 
true?—A. I do not think we said anything about going to 
Sacramento; I do not recall that we did. 

Q. You learned that Judge St. Sure was sitting in Sacra- 
mento in the middle of the day of the 15th, did you not?— 
A. Yes. 

Q. And you knew that by flying it was an hour from San 
Francisco, and you knew that by train it was 3 hours; why 
did you not go over on Monday to get Judge St. Sure to 
sign and fix the receiver?—A. We were not advised that 
Judge St. Sure would act on the matter in Sacramento. 

Q. What is that?—A. In the first place, we were not ad- 
vised that Judge St. Sure would act in the matter while sit- 
ting in Sacramento. In the second place, after the receiver 
was appointed it was required that we get bonds and have 
them filed and approved and those orders by him, and we 
wanted a judge who was in town. 
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Q. The reason that you did not take this trip by automo- 
bile in about 2% hours or on the train in 3 hours or fly in 
an hour was that you wanted a judge in San Francisco? Is 
that your reason?—A. That is the reason. 

Q. What is that?—-A. That reason, and the reason that 
we were not told that Judge St. Sure would act on the 
matter while sitting in Sacramento. 

Q. Who told you that Judge St. Sure would not act on the 
matter while sitting in Sacramento?—A. Nobody told us that. 

Q. Did you not know that the northern district of Cali- 
fornia was all one district and that he could act on an order 
at any point in the district?—A. I knew that he could; yes. 

Q. But you did not go, did you?—A. We did not. 

Q. On Tuesday the judge did tell you that when he 
appointed Strong he was an officer of the court, did he not? 
A. He told Mr. Strong that. 

Q. Now let us see if your memory has not been somewhat 
refreshed by the exact memorandum of Thelen that was 
made immediately at the time when he testified at the other 
hearing. See if this corresponds with your memory: 

Judge Louderback emphasizes the proposition that Mr. Strong 
will be an officer of the court and that he must confer with the 
judge in the matter of the appointment of his attorney. The 
judge asked Mr. Strong whether he had selected any attorney, and 
particularly whether he had selected any of the attorneys who 
were there present in the room. Mr. Strong said no, that he 
had not. Judge Louderback also insisted upon the dismissal of 
case no. 2594, which had preceded case no. 2595, before the 
receiver would appoint in the latter case. After leaving Judge 
Louderback’s court room the attorneys conferred, and it seemed 
that it would be impossible to raise a bond of $50,000 for the 
plaintiff, so the attorneys return to Judge Louderback’s chambers 
and he thereupon consented to reduce the amount of the plain- 
tiff’s bond to $10,000. 

Is not that what refreshed your memory today—by read- 
ing what your partner wrote immediately at the time and 
that you had no independent memory at all?—A. No. 

Q. It is not?—A. No. 

Q. Can you tell us the exact language you used in your 
testimony in narrating here this morning almost verbatim, 
as if a speech had been prepared, that Judge Louderback 
emphasized the proposition that Mr. Strong will be an offi- 
cer of the court and must confer with the judge in the 
matter of the appointment of the attorneys? 

Mr. Manager BROWNING. Mr. President—— 

Mr. HANLEY. Just a moment. Let me finish the ques- 
tion. 

Q. Will you say that you did not use the exact language 
that your partner wrote in his memorandum af March 1930? 

The PRESIDING OFFICER. The witness may answer 
the question. 

The WITNESS. I should like to hear what I said this 
morning before answering that. 

Q. Time will not permit us to do that. There are about 
four reporters here shooting in and out, and I will take 
my memorandum. Will you deny that you did in almost 
exact language at this very session use the language I have 
quoted from the memorandum of Mr. Max Thelen?—A. Yes; 
I will, because my recollection is not identical with Mr. 
Thelen’s. ; 

Q. When did you know for the first time that Lloyd 
Dinkelspiel, of the firm of Heler, Ehrmann, White & 
McAuliffe, was a member of that partnership?—A. I knew 
that, I believe, for the first time on Sunday or Monday 
preceding the filing of the complaint. 

Q. You said that when Judge Louderback went into the 
matter of the receiver and had him qualify he made the 
statement in substance and to this effect, When you qualify 
I want to see you ”, did he not?—A. Yes. 

Q. And you attempted to interpret it here to the man- 
agers that it meant any time, did you not?—A. I did not 
intend to interpret it at all. 

Q. So that the language stands as given that when he 
qualified he was to see him?—A. My recollection of the lan- 
guage is that he said, “ When this business of qualifying is 
over I should like to see you.” 

Q. Did you expect that to be 2 weeks from then or did 
you expect it to be immediately?—A. I had no particular 
expectation about it. 


Q. Well, he said he had no attorney, in the talk he had 
with the judge as to whether he had selected an attorney, 
did he not?—A. I do not remember that the judge asked 
him whether he had selected an attorney. 

Q. Did you not know from the equity rules of that court 
that no attorney in any estate of any kind or character 
involving a receivership could be ratified and paid unless the 
judge confirmed the particular selection?—A. Certainly I 
knew that. 

Q. Did you not know, when the judge talked to him, that 
he had that rule in mind?—A. I do not know what the judge 
had in mind; I assumed that is the rule he had in mind. 

Q. For the purpose of the record, because some Senators 
have been there and others have not, the post office is at 
Seventh and Mission, is it not?—A. Yes. 

Q. It is one block from Market to Seventh, the next street, 
is it not?—A. Yes. 

Q. And down to Montgomery about seven?—A. Approxi- 
mately. 

Q. In other words, a car ride of about 6 or 7 minutes?—A. 
That is right. 

Q. In the open street car do you recall that Lloyd Dinkel- 
spiel was with you?—A. I do not recall anyone except Mr. 
Strong and Mr. Thelen and myself. 

Q. Can you remember a conversation that was had on 
that street car before he got off at Montgomery?—A. Be- 
tween whom? 

Q. Between Mr. Strong and Mr. Brown.—A. No. 

Q. Where were they seated relatively—on the outside of 
one of our electric Market Street cars or were they inside? 
I mean by that a car not having glass on the outside in front 
and back?—-A. My recollection is that I stood on the inside 
of the car. 

Q. And Thelen and Strong and Brown were seated or 
standing with you?—A. Mr. Thelen and Mr. Strong and I 


were together, to the best of my recollection. I do not - 


remember whether Mr. Brown was even on the car. 

Q. Will you tell us whether you heard a conversation on 
that car between Brown and Strong about who was to be 
attorney or who would be a fine attorney?—A. No; I do not. 

Q. Will you say that no conversation took place there 
with relation to the qualifications of Florenz M. McAuliffe 
or the disqualifications of Lloyd Ackerman?—A. I did not 
hear it. 

Q. Did you hear either of the names mentioned on the 
six- or seven-block ride from Seventh and Market down to 
Montgomery and Market?—A. I do not recall it. 


Q. Where did you get off?—A. I got off at Sansom and 


Market. 

Q. You rode one block beyond?—A. One block beyond. 

Q. At about what time did you get there?—A. I think it 
was about 6 o’clock, or a little after. 

Q. Did Strong leave before or after you?—A. I believe 
Mr. Strong got off before I did. 

Q. He got off at Montgomery, one block before you. 
Where were his offices then—in the Hunter Building?—A. I 
do not know. 

Q. Your office was then in the Balfour Building?—A. That 
is true. 2 

Q. Were you going back to your office? — A. I was. 

Q. Did Thelen go with you?—A. Yes. 

Q. No one went with Strong?—A. Not that I know of. 

Q. And immediately at the corner of Market and Mont- 
gomery and Post is the Wells Fargo Building, is it not?— 
A. Yes. 

Q. That is where McAuliffe’s office is—almost within 50 
or 60 feet of the car line, is it not?—A. Yes. 

Q. It was after 6 o’clock—that is true?—A. Yes; it was. 

Q. What is the usual time law offices in San Francisco 
close, from your experience?—A. My experience has been 
they do not have any regular hours. 

Q. What is your usual hour?—A. All the way from 9 in 
the morning until 10 at night sometimes. 

Q. What are your stenographer’s hours? Let us see how 
they conform to the workmen’s compensation and women’s 
work hours’ measures?—A. The stenographer’s hours are 
from 9 to 5. 
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Q. What?—A. From 9 to 5. 

Q. The clerks get away at 5, do they not?—A. The law 
clerks? 

Q. Yes.—A. Not always. 

Q. Well, the lawyers work when there is business?— 
A. Yes. 

Q. As a matter of fact, it is unusual for clients to meet 
attorneys at 6 o’clock, the dinner hour, is it not?—A. I 
would not say with reference to anyone else. I occasionally 
meet clients in the evening, but not as often as I do in the 
daytime. 

Q. What are your usual office hours; let me put it that 


` ‘way?—A. My usual office hours are from 9 to about 6:15. 


Q. You did not see Strong the next day at all, which was 
the 12th, did you?—A. Yes; I saw Strong on the 12th. 

Q. When did you see Strong on the 12th? Give us the 
hour, because he was out with the judge and I do not want 
any doubt about it. ¢ 

Mr. Manager BROWNING. Mr. President, I do not think 
this is necessary. I think these gratuitous insults to the 
witness are unnecessary, and I object. 

The PRESIDING OFFICER. Counsel will not argue with 
the witness. 

By Mr. HANLEY: 

Q. What time did you see Mr. Strong on the 12th?— 
A. I could not fix the hour. 

Q. Have you no memory on that? Your memory has been 
good upon the hours of March or the Ides of March, as we 
say. What time was it you met him that day?—A. My best 
recollection is it was around 3 or 4 o’clock in the afternoon. 

Q. That was after he had his conference that morning 
with the judge, was it not?—A. Yes. 

Q. We will not go into the conversation. Did you have 
any business dealing with him about the estate?—A. No. 

Q. With whom did you meet him and where?—A. My best 
recollection is it was in Mr. Brown’s office. I cannot be sure 
about it. 

Q. Is it not true that you went to the offices of Heller, 
Ehrmann, White & McAuliffe?—A. I went there late in the 
afternoon; yes. 

Q. Of the 12th, is it not?—A. Of the 12th; yes. 

Q. At the time that Strong told you that firm of attorneys 
was not going to be selected, was it not?—A. He did not tell 
me that. 

Q. You had a conference with him about that, did you 
not?—A. I had no particular conference with Strong about 
his attorneys; no. 

Q. That is the first time up to that time in your practice 
of the law that you had ever been in the offices of the firm 
of Heller, Ehrmann, White & McAuliffe?—A. I think it was. 

Q. And you went there upon the invitation of Lloyd Din- 
kelspiel, did you not?—A. I forget whether Mr. Dinkelspiel 
or Mr. Brown asked me to go over there late that afternoon 
around 4 or 5 o’clock. 

Q. You had a conference about the refusal of the judge 
to confirm the attorney, did you not?—A. I did not have a 
conference with anybody. I was told then as to what had 
occurred when Mr. Strong went to see Judge Louderback. 

Q. You heard that from Mr. Strong, did you? -A. My 
recollection is that Mr. Strong told me or stated in my 
presence what had occurred. 

Q. Let us get the parties present on the afternoon at 3:30 
of the 12th—A. I would not say it was exactly 3:30, but 
on that afternoon there was Mr. Strong—I believe he was 
present—Mr. Florenz McAuliffe, Mr. White, Mr. Stephens, 
Mr. Dinkelspiel, and Mr. Brown. 

Q. As far as the firm was concerned, you had no personal 
relations and knew none of them at that time; is not that 
true?—A. I had met Mr. Dinkelspiel on Monday of that 
week. 

Q. But you did not know Stephens?—A. No. 

Q. You did not know Jerome White?—A. No. 

Q. And you did not know Florenz McAuliffe?—A. No. 

Q. You knew Brown and you knew Dinkeispiel only, did 
you not?—A. Yes. 
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Q. They were all put out because Judge Louderback would 
not appoint their firm as attorneys; is not that true?—A. I 
would not say they were put out; no. 

Q. Did you meet McKenzie there, James by name?—A. I 
met Mr. McKenzie there one day, but I do not believe it 
was on that day. I think it was a day or so later. 

Q. Strong told you at that time that the judge was going 
to remove him unless he resigned, did he not?—A. No; I do 
not think he did. 

Q. Was there any proposition at that time to employ an 
acsistant attorney who had been connected with newspapers 
for the purpose of contesting it, in that interview?—A. No; 
I do not think so. 

Q. Were you present at any such conference, whether it 
was upon the 12th or 13th after the removal?—A. After the 
removal I was present at a conference for a short time, and 
at that conference Mr. McKenzie was present. My recol- 
lection is that there was discussion about the employment 
of John Francis Neylan by Heller, Ehrmann, White & Mc- 
Se and Strong. I was there only a short time, and I 

t. 

Q. You knew at that conference where McKenzie was 
present that the Heller firm were about to employ John 
Francis Neylan, then and for a long time the personal 
attorney for the Hearst interests and former editor of the 
Call, did you not?—A. I do not know whether they were 
about to employ him. They were talking about it. 

Q. You knew they did it?—A. I saw it in the newspapers 
afterward that Mr. Neylan filed a petition for them. 

Q. Do you not know as a matter of fact, and were you not 
consulted, that that had actually been done?—A. I was not 
consulted; no. I knew they had done it. 

Q. You knew they were then attempting to appeal from 
the order that he had made removing Strong, did you 
not?—A. I do not know what steps they followed because I 
did not follow that matter at all. 

Q. Did not Lloyd Dinkelspiel tell you he had prepared the 
papers to haye Neylan make the signature?—A. He did 
not. 

Q. You did not know that, did you?—A. I did not. 

Mr. LINFORTH. Mr. President, may I ask that we have 
a recess for about 5 minutes? 

Mr. LONG. I make that motion. 

The PRESIDING OFFICER. Counsel for the respondent 
suggests that the court take an informal recess for a few 
moments. Without objection, the Senate sitting as a Court 
of Impeachment will take a recess until 2:30 o'clock p.m. 

Thereupon the Senate sitting as a Court of Impeachment 
took a recess until 2:30 o'clock p.m. at which time it 
reassembled. 

The PRESIDING OFFICER. The Senate sitting as a 
Court of Impeachment will resume its session. Are counsel 
for the respondent ready to proceed? 

Mr. HANLEY. Yes, Your Honor. 

The PRESIDING OFFICER. The Chair is going to take 
the liberty of suggesting to counsel on both sides that so 
far as possible they expedite the proceedings. 

By Mr. HANLEY: 

Q. Mr. Marrin, you recall that you returned at the request 
of Judge Louderback just prior to the time that the judge 
had removed Strong as receiver? Do you recall that?— 
A. Yes. 

Q. And you have narrated here your memory of that at 
this session; have you not?—A. Yes. 

Q. Let us see if I can refresh your memory, and see if it 
corresponds with the testimony of Mr. Thelen that you 
said you read: 


The judge told us that he was dissatisfied with the attitude of 
Mr. Strong, and that he had failed to keep an engagement to 
return to see him the afternoon before, and that instead of that, 
a member of the Heller firm had called upon the judge, and then 
said that he regarded Mr. Strong's signature to a petition to have 
the Heller firm appointed as his attorney as an attempt to force 
the judge's hand, and thereupon the judge said that he had sug- 
gested to the receiver the possible appointment of other counsel 
besides the firm of Pillsbury, Madison & Sutro, or the firm of 
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Sullivan, Sullivan & Theodore J. Roche, but that the receiver did 
not regard either of those suggestions favorably. 

Mr. Manager BROWNING. Mr. President, may I inquire 
what record the counsel is reading from? 

Mr. HANLEY. I am reading from the verbatim testimony 
of Mr. Thelen to see if that refreshes his memory. 

Mr. Manager BROWNING. Mr. Thelen’s testimony is not 
in the record. 

Mr. HANLEY. I am asking him if that refreshes his 
memory, and if that is not why his memory was refreshed. 

The PRESIDING OFFICER. The Chair thinks the ques- 
tion is proper. It seems to the Chair, though, that we are 
spending rather too much time on matters that may be 
relevant but do not require so much time in their elucida- 
tion. Proceed. 

By Mr. HANLEY: 

Q. Will you answer that question, Mr. Marrin?—A. You 
asked me two questions. 

Q. Answer them both, if you can.— A. First, as to whether 
that refreshes my recollection. 

Q. Yes.—A. I will say this: That my recollection, while in 
substance the same as Mr. Thelen’s, is not in all respects 
identical. Secondly, as to whether that is what refreshed 
my recollection, the answer is no.“ 

Q. You had an independent recollection of it? A. I did. 

Q. But you made no detailed memoranda from which you 
refreshed it except notes in a diary?—A. I made a memo- 
randum—yes—that week of what had occurred. 

Q. But you made it after the occurrences, did you not?— 
A. Within 2 or 3 days afterward. 

Q. And after you talked with all the parties concerned?— 
A. I made that memorandum independently. 

Q. No; but it was after the talk that you had with Strong 
and with Brown and with Dinkelspiel and all the others 
before you put it down in writing. Is not that true?—A. 
Yes; it was after all of these conferences. 

Q. But it was not dictated simultaneously with the occur- 
rence, was it, or written simultaneously with the occur- 
rence?—A. About 3 or 4 days afterward. 

Q. But that was after everybody had gotten together and 
chewed it over, was it not?—A. No; I would not say that. 

Q. There was a great deal of talk about it, as to what was 
said and what was done, and that is your memorandum; is it 
not?—A. I do not think we ever discussed between ourselves 
what had happened at these conferences. 

Q. You never discussed that at all, would you say?— 
A. Prior to the writing of this memorandum; no. 

Q. You never did?—A. Except insofar as matters were 
reported to me as having happened at conferences at which 
I was not present. > 

Q. Just a few more questions. Did you not know that 
there was a rule of court that they could exact from plaintiffs 
bonds in receivership matters, or did you ever hear of such 
a rule?—A. I had not at that time; no. 

Q. Did you ever read the equity rules to find out whether 
or not the court could so do?—A. You mean prior to filing 
this complaint? 

A. Yes.—A. No; I did not. 

Q. Is it not a fact that in State practice the statute pro- 
vides it?—-A. Where a receiver is appointed without notice, 
the statute provides that a bond must be given to the defend- 
ant. This was a different bond. 

Q. In State practice it is statutory; is it not?—A. Not 
where the defendant appears and consents to the appoint- 
ment of the receiver. 

Q. But in this particular matter the defendants had gath- 
ered the plaintiff for you, had they not? It was really the 
defendants’ action. Is not that true?—A. No. 

Q. Will you say that the judge is not the party who sent 
out to Mr. Maling or to the officers there to keep the clerk’s 
office open?—A. I do not know what action the judge took, 
or whether he took any action, in that respect. I do know 
that we did not make that request of the judge. 

Q. In your presence, you mean?—A. I do not know what 
action the judge took. 
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Q. I say, you do not know what kept the clerk’s office open 
from its usual 4-o’clock closing time to the extension of the 
time when the bonds were filed and the order filed and the 
receiver qualified?—-A. No. All I know is that we requested 
Mr. Maiing to keep it open. 

Q. And you do not know whether or not Mr. Maling re- 
quested the judge whether he would allow him so to keep 
it open, do you?—A. I do not. 

Mr. HANLEY. May I have just a little conference on one 
point, as to whether I will go into it or not? [After a brief 
conference.] I think that is all. 

The PRESIDING OFFICER. Are there any further ques- 
tions? 

Mr. Manager BROWNING. Yes, Mr. President. 

By Mr. Manager BROWNING: 

Q. Mr. Marrin, why were you not present in San Francisco 
last September when the investigating committee was 
there?—A. I had just got married, and I was away on my 
honeymoon. 

Q. Did you use the memo of Mr. Thelen in any way in 
preparing or refreshing your memory with regard to the 
statements that you have made here today?—A. No; I used 
my own memorandum. 

Q. Counsel for respondent asked you if in the conference 
you had with Mr. Strong on the afternoon of the 12th of 
March 1930 he did not tell you at that time that the judge 
had told him that if he did undertake to appoint the firm 
of Heller, Heller, White & McAuliffe, he would force him 
to resign; and your answer was that he did not tell you that. 
I will ask you to state what he did tell you in that conversa- 
tion.—A. Mr. Strong told me that—— 

Mr. LINFORTH. Just a moment, Mr. President. We 
want to object to any conversation with Mr. Strong, not in 
the presence and hearing of the respondent, as hearsay. 

The PRESIDING OFFICER. The objection is sustained, 
and for the further reason that the matter has been gone 
into, and the witness has testified with regard to this matter 
before. 

Mr. Manager BROWNING. May I have just a word, if 
the President will indulge me? 

The PRESIDING OFFICER. Yes. 

Mr. Manager BROWNING. I understand the rule to be 
that possibly it would not be competent had not the re- 
spondent’s counsel opened the question; but he asked the 
witness if he did not say certain things in this conversation, 
and the witness never has testified as to that conversation. 
His answer was that he did not say that. Now, I think 
under the rule we have a right to ask him what the conver- 
sation was which they undertook to show was a certain 
thing. He says it was not that. Since they opened it, 
under the rule we insist that we have a right to show what 
Mr. Strong said to him on that occasion. 

The PRESIDING OFFICER. The Chair thinks the coun- 
sel is right if this is an entirely different conversation from 
that as to which the witness was interrogated by counsel, 
and also cross-examined by respondent’s counsel. 

Mr. Manager BROWNING. Mr. President, of course we 
did not have a right to ask the witness in the original ex- 
amination what Strong said to him. I concede that; but on 
cross-examination he was asked if Strong did not say cer- 
tain things. He denies that he said them. Now, my insist- 
ence is that under the rule we have a right to ask him what 
Strong did say to him. 

Mr. LINFORTH. Mr. President, we said we did not want 
the conversation that took place between the parties. 

Mr. Manager BROWNING. O Mr. President—— 

The PRESIDING OFFICER. The Chair adheres to his 
Tuling. Proceed. 

By Mr. Manager BROWNING: 

Q. Mr. Marrin, is there any State statute that requires, 
in equity proceedings, in an application for a receiver, a 
bond to be given to indemnify other creditors by the peti- 
tioner?—A. No. You mean, any State statute of California? 

Q. Any State statute of California. Do you know of any 
rule of equity that requires that, either in State or in Fed- 
eral courts?—A. No. 
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Q. As I understand, this was not that kind of a bond?— 
A. This was a bond to the other creditors, yes; not to the 
defendant. 

Mr. Manager BROWNING. That is all. 

The PRESIDING OFFICER. Stand aside. 
witness. 

Mr. LINFORTH. In accordance with the suggestion, Mr. 
President, we announce that we do not wish to keep this 
witness any longer. So far as we are concerned, he may be 
excused. 

Mr. Manager BROWNING. Mr. President, we should 
like one intermission after the session before we determine 
that, if we may be granted that. 

The PRESIDING OFFICER. The request is reasonable. 

Addison G. Strong, having been duly sworn, was examined 
and testified as follows: 

By Mr. Manager BROWNING: 

Q. This is Addison G. Strong?—A. Yes, sir. 

Q. Where do you live, Mr. Strong?—A. My residence is in 
Berkeley. My office is in San Francisco. 

Q. What is your business? A. Certified public accountant 
and member of the firm of Hood & Strong. 

Q. Who compose that firm?—A. I have three partners 
Walter Hood, Edward Lamont, William Doyle, and myself. 

Q. In October 1929 was your firm the auditor for the 
San Francisco Stock Exchange?—A. We were. 

Q. As such, were you sent to the Russell-Colvin Co. to 
audit that firm?—A. No; I was not. I was engaged by 
Russell-Colvin & Co. ‘They were my clients for several 
years, and according to the practice of the stock exchange 
every member has to submit a questionnaire 

Mr. LINFORTH. Mr. President, may I interrupt and 
suggest that the answer is not responsive, and under the 
suggestion of the Vice President this morning we should 
interrupt. 

Mr. Manager BROWNING. Mr. President, his answer is 
entirely responsive. 

The PRESIDING OFFICER. The question will be read; 
and may I say to the witness that we will make greater 
progress if the witness will answer the questions, and an- 
swer as directly as possible. If explanations are necessary 
in order to explain a categorical reply, leave may be granted 
if deemed necessary. 

The reporter read as follows: 


As such [that is, as auditor for the San Francisco Stock Ex- 
change] were you sent to the Russell-Colvin Co. to audit that 
firm? 


Call the next 


The PRESIDING OFFICER. Answer that “ yes” or “ no.” 

The WITNESS. No, sir. 

By Mr. Manager BROWNING: 

Q. Under what capacity were you there, if you went to 
that firm to audit?—A. I was engaged by them, who were 
my clients, to prepare a questionnaire for the San Francisco 
Stock Exchange, to exhibit their financial position, which I 
did as of October 31, 1929. 

Q. After that time what, if any, connection did you have 
with Russell-Colvin?—A. In the early part of January 1930, 
on account of the crash in the market, they found them- 
selves to be in somewhat—the working capital was some- 
what depleted, and they asked me to come in and prepare 
a statement about the middle of January in order to show 
what their financial position was, which I did. 

Q. Who asked you to come in and prepare this state- 
ment?—A. The partners of the firm. 

Q. Did the stock exchange assign you to this Russell- 
Colvin Co. at any time, for any purpose?—A. The infor- 
mation—— 

The PRESIDING OFFICER. Answer “yes” or “no”, if 
you can. 

The WITNESS. Subsequently, yes. 

By Mr. Manager BROWNING: 

Q. When was that?—A. That was in the—about the Ist 
of February. 

Q. What assignment did they give you there?—A. The 
stock exchange had been in very close touch with this com- 
pany on account of their financial position; and due to the 
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fact that they felt that they could reorganize the company 
by putting more capital in there, they were watching them 
closely, and on account of my close connection, they asked 
me—— 

The PRESIDING OFFICER. There is too much noise in 
the galleries. Those who are in the galleries are guests of 
the court and will preserve order. 

The WITNESS. They asked me to watch out and see 
that they did not become any more extended, and report to 
them frequently the progress of the reorganization. 

By Mr. Manager BROWNING: 

Q. Did you do it?—A. I kept in touch with them almost 
every day. 

Q. Do you recall, about the 10th of March 1930, when this 
concern was suspended by the New York Stock Exchange?— 
A. Ido. The San Francisco Stock Exchange. Pardon me. 

Q. Yes; the San Francisco Stock Exchange. What con- 
nection did you have with the firm at that time, if any?— 
A. I was still engaged by them as my clients. 

Q. When did you first hear of the application for receiver- 
ship?—A. That was on Monday, the 10th of March. 

Q. Who approached you about it?—A. Mr. Francis Brown 
acquainted me with the fact that they were about to file a 
petition for receivership in equity—an equity receivership. 

Q. Please state what insistence was made to you at that 
time for you to take the receivership, if any.—A. Mr. Brown, 
and also Mr. Guy Colvin, and Mr. Ronald Berlinger, who 
were partners of the firm, came to me and asked me to 
accept the position as receiver. I told them I did not wish 
to do so; that I felt that it would hurt me in my private 
business more than it would do me good. They kept—they 
talked to me several times, and the stock exchange also re- 
quested me to take the position on account of my knowledge 
of the company. I told them the same thing, and subse- 
quently they prevailed upon me to accept the position. 

Q. And you gave your consent on the 10th of March?— 
A. On the 10th. 

Q. Did you go with the attorneys to the courthouse on 
the 10th of March?—A. I did. 

Q. Did you go back with them on the 11th of March?—A. 
I did. 

Q. The 11th was on Tuesday, I believe?—A. On Tuesday. 

Q. Was that the day when the petition was filed in the 
case?—A. That was the day the petition was filed. 

Q. Were you in the conference that was had with Judge 
Louderback that morning?—A. I was. 

Q. About what time was it?—A. I would state about half 
past 10 or 11 o’clock. 

Q. Where did this occur?—A. In the chambers of Judge 
Louderback. 

Q. Before this conference in his chambers, where did you 
wait for the engagement?—A. Are you speaking of the time 
on Monday or on Tuesday? 

Q. On Tuesday.—A. On Tuesday 

The PRESIDING OFFICER. Where did you wait? 

The WITNESS. In the court room of Judge Louderback. 

By Manager BROWNING: 

Q. State what transpired in this conference—A. The pe- 
tition was submitted to Judge Louderback by Mr. Marrin, 
and Mr. Francis Brown spoke in regard to the company. I 
did not pay particular attention to that, and my memory is 
rather hazy, because that was outside of my province. But 
during the course of that conference Judge Louderback 
turned to me and asked me if I had any person present in 
the room in mind as my counsel, and I told him I did not. 
That was about all that was said, as far as I was concerned. 

Q. You left then to undertake to make the bonds that 
were required by the court?—A. That is right. 

Q. When did you see the judge the next time?—A. Later 
on that afternoon, about 4:30, at which time the bonds had 
been arranged, we returned to Judge Louderback in his 
chambers to have the petition signed and the bonds ac- 
cepted. We were only there for a short time. 

Q. What, if anything, did respondent say to you at that 
conference?—A. As I recall it, the only statement that Judge 
Leuderback made to me was when we had finished and were 
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leaving the room, I think there were about five of us pres- 
ent, and I was about the third or fourth person going out 
the door, and Judge Louderback turned to me and said, 
“When you have made your qualification, come back and 
see me.” 

Q. Did he tell you at that time to come back that same 
day? A. He did not. 

Q. What time of the day was that?—A. That was about 
5 minutes or 10 minutes past 5. 

Q. Where did you go from there?—A. We went from 
there to the clerk’s office to file the papers. 

Q. What time did you get through with the qualifica- 
tion?—A. We got through there about 5:45; about a quar- 
ter of 6. 

Q. Where did you go after that?—A. When we left the 
clerk’s office, in the hall, someone suggested that we were 
all through, and that we would go back to our offices, and I 
mentioned to the gentlemen present that Judge Louderback 
had asked me to return to see him, and they all agreed that 
it was too late in the evening, being a quarter of 6, that 
Judge Louderback had not stressed the fact to return that 
night, and after some little discussion it was agreed that I 
should return the first thing in the morning to see Judge 
Louderback. 

Q. Up to that time had you had any discussion with those 
who were present with regard to who would be your at- 
torney in the case?—A. I had not. 

Q. Up to that time, whom, if anybody, had you consulted 
about an attorney, if you were appointed receiver?—A. I had 
talked the matter over with my partner, Mr. Hood. 

Q. Anyone else?—A. Not up to that time. 

Q. Did you contact any attornmey?—A. Yes. 

Q. Who was it?—A. I phoned to Mr. Ackerman on Mon- 
day night. 

Q. Is that Mr. Lloyd Ackerman?—A. Mr. Lloyd Ackerman. 

Q. What was the purport of your telephone message to 
him?—A. Mr. Lloyd Ackerman was one of the outstanding 
attorneys who specialized 

Mr. LINFORTH. Just one moment. 

The PRESIDING OFFICER. Answer the question, please. 

Mr. LINFORTH. We move to strike that out as not 
responsive. 

The PRESIDING OFFICER. It will be stricken out. The 
reporter will read the question. 

The reporter read as follows: 


Q. What was the purport of your telephone message to him? 


The WITNESS. To find out whether Mr. Ackerman was 
in a position whereby he might become my counsel in case 
I desired him. 

By Mr. Manager BROWNING: 

Q. Did you agree at that time to appoint him as your 
counsel?—A. I did not. 

Mr. LINFORTH. We object to that as calling for the 
opinion or conclusion of the witness and not calling for any 
fact. 

Mr. Manager BROWNING. That is certainly a fact. 

The PRESIDING OFFICER. In view of the opening 
statement of counsel for the respondent, as well as some of 
the testimony that has been presented, the objection is 
overruled. Proceed. 

By Mr. Manager BROWNING: 

Q. Did you agree in that conversation to employ Lloyd 
Ackerman as your counsel if you were appointed receiver?— 
A. I did not. 

Q. Why did you call Lloyd Ackerman?—A. Because Lloyd 
Ackerman was the attorney for E. A. Pierce & Co., who were 
the largest correspondent of Russell-Colvin, and I did not 
know but what on account of his connection in that capacity 
he might not feel free to serve as my counsel, and that is 
what I wished to assure myself of. 

Q. Is Lloyd Ackerman a specialist in any kind of litiga- 
tion?—A. He is the secretary of the Pacific Coast Associa- 
tion of the New York Wire Houses, and he has a number of 
stock-brokerage houses as his clients. 

Q. Was he your personal attorney?—A. No. 
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Q. Why did you select him?—A. Just because of his repu- 
tation, and on account of his connection with these—and! 
on account of his intimate knowledge of stock-brokerage 
problems. 

Q. After you left the clerk’s office what, if anything, did 
you do with regard to the employment of your counsel?—A. 
I left there about a quarter of 6. Going down to my own 
office I stopped in and saw Mr. Florenz McAuliffe. 

Q. Why did you do that?—A. Because, in thinking the 
matter over, I decided that I had known Mr. McAuliffe 
more intimately than I knew Mr. Ackerman, and I decided 
that I would er have him as my counsel, and I called on 
him to find out#iwhether he was in a position to serve as such. 

Q. At that time were you acquainted with the order of the 
court appointing you as receiver?—A. I had read it. 

Q. I will ask you if you understood from that order that 
you had a right to employ your counsel?—A. It so stated. 

Q. The order so stated?—A. Yes. 

Mr. Manager BROWNING. Mr. President, we should like 
to offer a copy of that order which was marked as an ex- 
hibit in the hearing before the committee of the House. 

The PRESIDING OFFICER. It will be received and filed 
with the clerk. You may proceed. 

By Mr. Manager BROWNING: 

Q. What time did you get to Mr. McAuliffe’s office?— 
A. About 6 o’clock. 

Q. Did you have any prearranged engagement with him?— 
A. I had none. 

Q. Did you know whether or not he was there before you 
reached the office?—A. I did not. 

Q. When did you see the respondent next?—A. I saw the 
respondent the next morning at 9:30 at his chambers. 

Q. I wish you would describe now the conference you had 
with the respondent at that time on the morning of the 
12th?—A. When I went into the chambers of Judge Louder- 
back, he asked me why I had not returned last night”, 
and I told him that I did not know that I was supposed to 
return the previous night. He told me that he had in- 
sisted—had told me to return the previous night, and I 
told him that apparently there was a misunderstanding, that 
I did not understand it as such, and, therefore, I came out 
the first thing in the morning to see him. There was con- 
siderable—some statements made by Judge Louderback rela- 
tive to my delinquency. Then he turned to me and told me 
that he had accepted me as receiver on the recommendation 
of the plaintiff and the defendant in this case; that he ordi- 
narily desired to have someone whom he knew in the matter; 
that inasmuch as he had appointed me receiver, that he felt 
that I should appoint as counsel someone whom he should 
suggest, and he named Mr. John Douglas Short. I told 
Judge Louderback that I did not know Mr. Short; that I 
felt, on account of the complex problems in this brokerage 
work, that I should want an attorney as counsel who was 
familiar with these stock brokers, who had them as their 
clients, and also that I felt that I should have somebody 
whom I knew personally. 

Judge Louderback said, “ Just exactly what I was afraid 
of. You went away and thought this matter over. If you 
had come back last night, the whole thing would have been 
obviated. In fact, I had Mr. Short here last night for you 
to meet him.” I again told Judge Louderback that I was 
sorry, that apparently there was a misunderstanding. Judge 
Louderback then asked me whom I had in mind, and I 
said Mr. McAuliffe. With that Judge Louderback became 
very indignant, and threw his pencil on the table. He said, 
That is just exactly what I thought. You went down and 
made your arrangements and I wished to see you before you 
had made any arrangements.” 

We then discussed the matter at some length. I assured 
the judge that the only thing I had in mind was to have 
competent counsel, one whom I knew and who understood 
these problems; and, on account of my bond, I thought I 
could not take the risk of somebody whom I did not know, 
because if they gave me improper advice I was the one who 
would take the responsibility. We discussed the matter at 
some length. Finally the judge came up to me and took me 
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by the coat and said, “I do not know whether you realize 
what a plum you have picked; do you realize that your fees 
will be somewhere between ten and eighty thousand dollars.” 
I told Judge Louderback that I did not; in fact, I did not 
know even how they were based; that I was not concerned 
with my fees at that particular time; that I was only inter- 
ested in the counsel. He then said to me, “Do you realize 
that I am the one who is going to set your fee?” I said, “I 
understand that.” 

We then discussed Mr. McAuliffe. He turned to me and 
said, “If I should send for your friend McAuliffe and tell 
him that there were not any fees in this case for him, I do 
not think he would be so anxious for the position.” I told 
him that that was a matter between him and Mr. McAuliffe. 
He then asked me if I knew that he appointed receivers at 
frequent intervals. I told him that I understood that he did. 
He then said, “If you do this work properly, and something 
of a similar nature comes up, your name will undoubtedly 
be considered.” I still talked to Judge Louderback and tried 
to explain to him the contracts and bonds that a brokerage 
office has in connection with full-paid securities, with their 
margin account and safe-keeping items and various other 
matters. I told him that I did not wish to take the time to 
talk with an attorney who was not familiar with the prob- 
lems, because I wanted to start in immediately on the work. 
It was about 10 minutes past 10 at that time. Judge Louder- 
back said he could not talk with me any longer, that he had 
to go on the bench. Leaving his chambers, he said to me, 
“Think the matter over for 2 or 3 days, come back and see 
me; there is no hurry about it.“ He also said, Do not go 
to see any attorney or take any legal advice.” 

I walked with Judge Louderback from his chambers to 
the door of his court, and tried to explain to him how immi- 
nent this matter was, how important it was to have legal 
advice in order that I could take action. He again told me 
there was no hurry, to think the matter over and come back 
in 2 or 3 days’ time and talk to him. 

Q. What attorneys, if any, did he offer you in that confer- 
ence?—A. John Douglas Short only. 

Q. Did he mention the names of Pillsbury, Madison, and 
Sutro to you?—A. He did not. 

Q. At that or any other time?—A. At that or at any other 
time. 

Q. Did he offer Keyes & Erskine to you then?—A. He did 
not. He told me that John Douglas Short was in Keyes & 
Erskine’s office, and I understood from his conversation that 
he was a clerk and not an associate in the firm. 

Q. Did he offer you the firm of Sullivan, Roche?—A. He 
did not. 

Q. Or Cushing & Cushing?—A. He did not. I know all 
those firms and I would have been only too happy to have 
had any one of them. 

Q. Did he have anything to say about the qualifications 
of the attorney for this work?—A. When I stressed the 
matter of my counsel, he told me that I exaggerated the 
importance of it. He said any attorney in San Francisco 
could handle these matters. 

Q. Did you observe his admonition not to talk to counsel 
about it before you saw him again?—A. I did. 

Q. What time did you come back?—A. I came back at 
12 o’clock with my partner, Mr. Hood. 

Q. Did you see the respondent at that time?—A. I saw 
him as soon as he came off the bench. I followed him into 
his chambers. 

Q. Did Hood go in with you?—A. No; he did not. He 
stayed in the anteroom. 

Q. Did he try to go in with you?—A. He wanted to go 
in but he could not go. 

Q. Why?—A. The judge would not permit him. 

Q. What occurred between you and the respondent in that 
conyersation?—A. I told Judge Louderback that I had 
thought the matter over ever since I left him that morning 
and that it was a matter of supreme importance and ex- 
treme urgency; that there were so many customers who were 
clamoring at the doors requesting permission to do certain 
things which required legal advice that I felt that I could 
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not wait any longer, and I came out to him to see if we 
could not get the matter settled in regard to counsel. Judge 
Louderback turned to me and said, “ If you cannot have your 
friend as counsel, do you wish to resign?” I told him that 
I understood that my name was put up by the petitioners 
and that the defendant in the case had agreed to the petition 
on condition that I should be receiver, and under the cir- 
cumstances I felt in duty to them I should not resign. He 
then insisted that I should resign, and told me if I would 
step outside to his clerk that she would prepare my resig- 
nation and have me sign it. I told Judge Louderback that 
I felt in fairness to the persons who had put up my name 
that I should be permitted to go back and see them first and 
acquaint them with the conditions. I also told him that I 
felt under the circumstances that I should be permitted to 
talk to Mr. McAuliffe and explain the matter to him. 

Q. In the conversation, did you try to talk with any other 
attorneys except Heller, Erhmann, White & McAuliffe?— 
A. We discussed that matter for a few moments and then 
Judge Louderback asked if I had any other attorney in mind. 
I named Lloyd Ackerman. He said, “It is all in the same 
family; not satisfactory.” 

Q. Was Lloyd Ackerman attorney for the stock ex- 
change?—A. He was not. 

Q. Whai instructions did you have from the respondent 
when you had that second conference on the 12th?—A. We 
talked about various things, and when I came to leave, inas- 
much as we had been talking about other subjects, I again 
repeated to Judge Louderback my understanding that “I 
am to be permitted to go to Mr. Francis Brown and advise 
him of your request for my resignation, and also that I be 
permitted to talk to Mr. McAuliffe.” He said, “I know ex- 
actly what is going to happen; if you talk to McAuliffe, he 
is going to come here to see me, and it is going to be very 
embarrassing for me.” I left with the understanding that 
I was to be permitted to talk to both of these gentlemen. 

Q. Did the judge in that conference offer you any other 
attorneys except John Douglas Short?—A. The only attor- 
ney that was offered to me by Judge Louderback was John 
Douglas Short. 

Q. When did you next see or hear from the judge?—A. 
The following morning I received a telephone message from 
his secretary, Miss Berger, asking me to come out to see 
Judge Louderback at 12:45. That was on Thursday. 

Q. Did you go there on that occasion?—A. I went out 
there and saw Judge Louderback in his chambers. 

Q. What occurred in that conference? 

Mr. CONNALLY. Mr. President, will the witness speak a 
little louder so that we may hear him. 

The PRESIDING OFFICER. The Chair admonishes the 
witness to speak so that all Members of the Senate may 
hear. The Chair suggests that the witness lift his voice. 

The WITNESS. What was the question? 

By Mr. Manager BROWNING: 

Q. What occurred in the conference that you had with 
respondent at 12:45 on the 13th?—A. Judge Louderback 
told me that he was very much disappointed; that he was 
not going to talk any longer, and he asked me if I wished 
to resign. I told him the same answer; that I thought, in 
view of the persons who had appointed me, that I could not 
resign. He then asked me if I had talked to Mr. McAuliffe, 
and he had advised me not to resign, and I said “yes.” 
With that the judge stood up and opened his desk drawer 
and pulled out a paper all prepared and signed and handed 
it to me and said, “I now hand you herewith a formal 
notice of discharge as receiver for good cause.” He said, 
“Do you understand?” I said, “No.” He said, “In other 
words, you are ‘fired’; you are ‘canned’; you are out.” 
Then he took me by the arm and thrust me out of his room 
and presented the copy to his secretary and asked that it be 
filed immediately in the clerk’s office and went back to his 
chambers and slammed the door, and I was out. 

Mr. Manager BROWNING. I offer at this time, Mr. 
President, a certified copy of the order of discharge. 

The PRESIDING OFFICER. The order will be received 
and filed with the clerk. 
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By Mr. Manager BROWNING: 

Q. In the evening after you left the clerk's office when 
you had qualified and went to see Mr. McAuliffe, did you 
go to your office any more that evening?—A. I did. 

Q. Did you receive any telephone message from either the 
judge or the judge’s secretary?—A. I had no telephone call 
there. 

Q. The next morning, what time did you leave your 
office?—A. I left my office about 8 o’clock and went over to 
Russell-Colvin & Co. 

Q. Before you left did you receive any telephone message 
from the judge or the judge’s secretary?—A. I did not. 

Q. After that time did you get any notice of any telephone 
message coming to your office from them?—A. My secretary 
did not phone me and tell me I had any message. 

Q. When you went to the court room on the 11th at the 
time the petition was filed and you were appointed did you 
see H. B. Hunter there?—A. I saw him in the court room; 
yes. 

Q. When did you see him with reference to the time that 
you were appointed by Judge Louderback?—A. While we 
were waiting, because Judge Louderback’s court was in ses- 
sion. We all went into the court room to wait until court 
was adjourned. It so happened I sat down next to Mr. 
Hunter. 

Q. Were you well acquainted with him?—A. I had known 
him for some time before that time. 

Q. What was his business?—A. At that time he was the 
junior partner in the firm of William Cavalier & Co., stock 
brokers, 

Q. What, if any, conversation took place between you and 
Mr. Hunter then? 

Mr. LINFORTH. We object to that, Mr. President, as 
being hearsay and not binding on the respondent here. 

The PRESIDING OFFICER. Do counsel contend that 
that is admissible? 

Mr. Manager BROWNING. Yes; we do; on the theory 
that we have alleged a conspiracy that involves the judge, 
this man Hunter, and the man Leake, who, we contend, was 
the intermediary, and we think it is competent for us to 
show the attitude of this man Hunter at that time. 

Mr. LINFORTH. May I add that after there has been 
some proof of conspiracy offered, then declarations of any 
one of them may be admissible; but until that foundation 
is laid and there is some proof tending to establish con- 
spiracy, then, of course, the matter is purely hearsay; and 
I maintain that up to the present time no evidence has been 
offered in this case tending to show a conspiracy. 

The PRESIDING OFFICER. Do the managers allege a 
conspiracy between the respondent and Mr. Hunter? 

Mr. Manager BROWNING. Yes, sir. 

Mr. LINFORTH. May I say I think counsel is mistaken 
in that. The only conspiracy alleged is a conspiracy be- 
tween Mr. Leake and the respondent, and none whatever in 
regard to Mr. Hunter. I think if counsel will look at the 
pleadings he will find that to be so. 

Mr. Manager BROWNING. Our allegation covers that, I 
am quite sure. 

Mr. LINFORTH. If you will refer to it—or I will refer 
to it, if the Presiding Officer desires me to do so—— 

The PRESIDING OFFICER. The Chair is not able to 
read through the pleadings at this time to acquaint him- 
self with all the allegations. The Chair will hear the testi- 
mony; and if it is not properly connected and the present 
occupant is in the chair, a motion to strike out the testimony 
will be received and will be ruled upon at that time. 

Mr. Manager BROWNING. Very well. 

The PRESIDING OFFICER. Proceed. 

By Mr. Manager BROWNING: 

Q. What was said to you at that time with regard to this 
case by Mr. Hunter, if anything?—A. Mr. Hunter asked me 
what I was out there for, explaining that he was 

Mr. LONG. Mr. President, I have been listening very 
attentively to what counsel said. What time is he talking 
about now? 
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Mr. Manager BROWNING. It is the occasion when the 
parties went to the judge for the first time and were waiting 
in his court room to get their audience to apply for the 
receivership on the morning of the 11th of March 1930. 

Mr. HEBERT. Mr. President, the conspiracy alleged ap- 
pears in article I, on page 5, of the print of the proceedings 
of the Senate which I have before me, wherein it says: 

In that the said Harold Louderback entered into a conspiracy 
with the said Sam Leake to violate the provisions of the Cali- 
fornia political code. 

There appears to be no mention of anybody else, unless 
there is reference to it in some other part of the articles of 
impeachment. 

The PRESIDING OFFICER. The Chair announced that 
he did not have time to read the articles of impeachment; 
but if at the conclusion of the testimony there is no con- 
nection between Mr. Hunter and the respondent tending to 
show a conspiracy, of course, the testimony will be stricken 
from the record. 

Mr. LINFORTH. It will save some considerable time, no 
doubt, in the cross-examination of this witness if counsel at 
the present time is required to call attention any such allega- 
tion of conspiracy with Mr. Hunter. We maintain most re- 
spectfully that there is nothing in the articles of impeach- 
ment from beginning to end, as amended, other than the 
charge of conspiracy between Mr. Leake and the respondent. 

The PRESIDING OFFICER. The Chair will adhere to 
the ruling; but unless the House managers show allegations 
warranting introduction of the testimony, if the present 
occupant of the chair is in the chair at the time, he will 
entertain a motion to strike from the record all of this 
testimony. 

By Mr. Manager BROWNING: 

Q. The question is, What conversation took place between 
you and Mr, Hunter at that time with regard to this case? 

Mr. WHITE. Mr. President, would it be proper to ask 
counsel, for the benefit of the court, to indicate that part 
of the article of impeachment which alleges a conspiracy 
involving Mr. Hunter? 

Mr. NORRIS. Mr. President, I rise to a point of order. 

The PRESIDING OFFICER. The Senator from Nebraska 
will state the point of order. 

Mr. NORRIS. As I understand, members of the court 
should not be allowed to participate in any argument. 

The PRESIDING OFFICER. The point of order is sus- 
tained. Proceed, Mr. Manager. 

By Mr. Manager BROWNING: 

Q. State the conversation between you and Mr. Hunter at 
that time with regard to this case—A. Mr. Hunter asked 
what I was doing out in that court and explained he was 
there as a member of the trial jury. I told him I was out 
there in connection with the Russell-Colvin matter, that my 
name had been presented as receiver and we were waiting 
to have an audience with Judge Louderback in the matter. 
He turned to me in a laughing way and said, “ You do not 
want a good man as receiver?“ I said, “I do not think that 
is necessary. That is taken care of.” 

The PRESIDING OFFICER. The witness is again ad- 
monished to speak louder so that members of the court 
may hear him. 

By Mr. Manager BROWNING: 

Q. Repeat what he said to you with regard to it—A. Mr. 
Hunter turned to me and asked in a laughing manner if they 
did not want a good receiver, and I told him I thought it 
had already been taken care of. 

Q. When did you take possession of the assets of the con- 
cern, if at all?—A. Wednesday morning, the 12th, immedi- 
ately after my appointment I went to the office of Russell- 
Colvin and took possession of all the assets. 

Q. Was that before you went back to see the respond- 
ent?—A. Before I went back. 

Q. What assets did you take possession of at that time?— 
A. I advised the officers that I was in control, and I took 
over the safe deposit box in the bank covering the securi- 
ties. 
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Q. How long after you were discharged before you were 
called on to turn over to the receiver the assets of the com- 
5 About two weeks; I received an order of the 


ap Did you have any demand made on you before that 
time?—A. No. 

Mr. Manager BROWNING. Take the witness. 

Cross-examination by Mr. LINFORTH: 

Q. Mr. Strong, had you at any time prior to this been 
appointed receiver in any matter?—A. I never had. 

Q. This was your first appointment in any receivership 
matter?—A. Yes, sir. 

Q. Before you were appointed in this particular matter 
you had been working in the capacity you stated for the 
Russell-Colvin Co.?—A. That is correct. 

Q. And you had also been working in the capacity that 
you have stated for the San Francisco Stock Exchange?— 
A. That is correct. 

Q. Were you in the employment of the San Francisco 
Stock Exchange at the time you were appointed receiver, 
regularly employed by it?—-A. They were one of my clients; 


yes. 

Q. And had been one of your clients for some years prior 
thereto?—A. That is correct. 

Q. Had the San Francisco Stock Exchange—that is, the 
governing board of that exchange—prevailed upon you to 
act as receiver in this matter?—A. They had. They re- 
quested me to act. 

Q. Did they do more than request you to act? Did they 
prevail upon you to act?—A. They requested me to act in 
the matter. 

The PRESIDING OFFICER. Did they do more than re- 
quest you to act? 

The WITNESS. No; I would not say so. 

By Mr. LINFORTH. 

Q. Then I am not correct in saying that they prevailed 
upon you to act as such receiver?—A. They finally pre- 
vailed upon me; yes. 

Q. They finally did prevail upon you to act?—A. Yes. 

Q. In other words, when they first spoke to you about 
acting you did not want to act on account of your own per- 
sonal engagements; is that right?—-A. That is correct. 

Q. Then the governing board of the stock exchange pre- 
valled upon you to change your opinion and to act?—A. 
Simply on account of my intimate knowledge of the firm. 

Q. No matter what the reason was, they did prevail upon 
you to act?—A. Yes. 

Q. And you finally consented after they had so prevailed 
upon you?—A. That is correct. 

Q. In addition to the governors of the San Francisco 
Stock Exchange Board prevailing upon you to act, you were 
also consulted by Mr. Francis Brown on the subject, were 
you not?—A. That is correct. 

Q. He was then one of the attorneys for Russell-Colvin 
Co.?—A. That is right. 

Q. Your relations with the stock-exchange board at this 
time and for some time prior thereto had been that at its 
request you were making daily reports to it of the condition 
of the Russell-Colvin Co.; is that right?—A.I have so 
stated. 

Q. You knew at the time that you were appointed receiver 
that the firm of Heller, Ehrmann, White & McAuliffe were 
the regularly employed attorneys of the stock exchange, did 
you not?—A. I did. 

Q. When it came to the question of attorneys whom did 
you first consult, Mr. Lloyd Ackerman or Mr. McAuliffe?— 
A. Mr. Lloyd Ackerman. 

Q. Did you see him personally about the matter or was 
your communication by phone?—A. By phone. 

Q. And that was the day before you were appointed 
receiver?—A. That is correct. 

Q. That would be on Monday the 10th, Mr. Strong? 
A. That is correct. 

Q. Do you recall what time it was on Monday the 10th 
that you talked with Mr. Lloyd Ackerman on that subject?— 
A. Some time in the evening. I talked from my office. 
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Q. Did you ask him at that time in the event of your 
appointment as receiver if he would act for you?—A. Not ia 
that language; no. 

Q. What did you say to him on the subject?—A. I told him 
my name had been suggested as receiver and I wished to 
know whether he was in a position to act as my counsel in 
case I desired him. 

Q. What did he say?—A. He said he would have to think 
whether there was any connection which would prevent him 
from acting as such. 

Q. Did he tell you whether or not he would let you hear 
from him the next day?—A. Yes. 

Q. Did you hear from him the next day on that subject?— 
A. No, sir. 

Q. Did not he communicate with you the next day and 
tell you that he could and would act?—A. No, sir. 

Dr ee are positive of that?—A. I am absolutely positive 
0 5 

Q. To refresh your recollection, Mr. Strong, if possible 
A. To help you I will tell you what took place that night. 

Q. No; I should rather you would answer my question. 
We will get at it in our own way. Did he, before you had 
spoken to anyone connected with the attorneys for the stock- 
exchange board, tell you that he would be glad to represent 
you as attorney for the receiver if you were appointed?— 
A. He did, on Monday night. 

Q. My question was limited to whether or not he told you 
at any time before you had talked with anyone representing 
the stock-exchange board.—A. Who do you mean by repre- 
senting the stock-exchange board? 

Q. Mr. McAuliffe, Mr. Heller, Mr. Ehrmann, Mr. White, 
and Mr. Lloyd Dinkelspiel—aA. Yes; he talked to me before 
I spoke to any of them. 

Q. He talked with you before you had talked with any 
of them and told you that he could and would act for you 
if you wished?—A. That is correct. 

Q. Is that right?—A. That is correct. 

Q. So that before you had talked with anyone connected 
with the firm of attorneys for the stock-exchange board you 
had not only talked to Lloyd Ackerman but you had also 
had his reply?—A. That is correct. 

Q. After you had received word from Mr. Lloyd Acker- 
man that he could and would represent you, who talked to 
you about employing the firm of Heller, Ehrmann, White 
& McAuliffe, the attorneys for the stock-exchange board? 
A. No one at any time. 

Q. Had anyone representing the stock-exchange board, its 
board of governors, or anyone else, spoken to you on the sub- . 
ject of employing their law firm?—A. No, sir. 

Q. What happened in the meantime, between the time 
that Mr. Ackerman reported that he was willing to accept 
the appointment and your calling on Mr. McAuliffe, that 
caused you to change your mind?—A. I have known Mr. 
McAuliffe much more intimately than I have Mr. Acker- 
man, After thinking the matter over and turning it over 
in my own mind, I decided I should prefer to have Mr. 
McAuliffe. : 

Q. You knew, when you first spoke to Mr. Lloyd Acker- 
man, that you had known Mr. McAuliffe for many years.— 
A. I had. } 

Q. And you knew at that time that he was one of the at- 
torneys for the stock board, did you not?—A. That is right. 

Q. Have you given us the full reason why, after getting 
word from Mr. Lloyd Ackerman that he could represent you, 
that you changed your mind and went to Mr. McAuliffe?— 
A. Yes, sir. 

Q. At the time that you were in the chambers of the re- 
spondent, Judge Louderback, did not the judge tell you that 
if he appointed you, you would be an officer of the court?— 
A. Ido not recall. 

Q. You have no recollection on that subject? Did the 
judge at that time also say to you that if he appointed you 
as receiver, you must confer with the court on the appoint- 
ment of your attorney?—A. He may have done so. I do not 
recall. 

Q. You have no recollection on that point, either?—A. No. 
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Q. Did he not also at the same time ask you if you had 
already selected an attorney?—A. No, sir. 

Q. He did not?—A. No, sir. 

Q. And did he not also say to you at the same time, “And 
particularly any of the attorneys who are present here ”?— 
A. He did. 

Q. And what did you answer?—A. I told him I had no 
attorneys who were present in mind. 

Q. Mr. Lloyd Dinkelspiel was present at that time, was 
he not?—A. He was. 

Q. And he was one of the members of the firm of Heller, 
Ehrmann, White & McAuliffe?—A. He was; but I was nam- 
ing Mr. McAuliffe, not the firm. 

Q. Do you recall, at the time that you saw the respond- 
ent, Judge Louderback, on Wednesday, the 12th of March, 
that you told him that one of the reasons why you wanted 
Mr. McAuliffe as your attorney was because his firm repre- 
sented the San Francisco Stock Board?—A. No, sir. 

Q. You never told him that?—A. I told him he probably 
represented the San Francisco Stock Board, but that was 
not the compelling reason. 

Q. No; but did you tell the judge at that interview that 
one of the reasons why you wanted Mr. McAuliffe was be- 
cause his firm were the attorneys for the San Francisco 
Stock Board?—A. No; sir. 

Q. Are you quite positive about that?—A. Quite positive. 

Q. Have you read recently the testimony that was given 
by you in San Francisco in September of last year before 
the investigating body?—A. Yes, sir. 

Q. Calling your attention to page 46, toward the bottom 
of the page— 

Q. Did you ask him then if he had any personal objection to 
Mr. McAuliffe or the firm with which he was connected?—A. I did 
not ask that direct question; no. 

Q. Did you offer any other counsel?—A. Judge Louderback 
asked me why I picked Mr. McAuliffe and I told him that I picked 
Mr. McAuliffe because I knew he was the attorney for a number 
of stockbrokers, was very familiar with their procedure and the 
rules and the law, and also their firm represented the stock ex- 
change— 

Do you remember giving that testimony?—A. Yes, sir. 

Q. Is it correct that you told the judge at that time that 
one of the reasons why you wanted McAuliffe was because 
his firm represented the stock exchange?—A. The sole rea- 
son in mentioning the name of the stock exchange was 
simply to show his familiarity with the transactions, but it 
was not the impelling reason, because he was. 

Q. Was one of the reasons why you wanted Mr. McAu- 
liffe as your attorney because he was one of the attorneys 
that regularly represented the stock exchange?—A. Not in 
itself, but it might be of some assistance. 

Q. Did you tell the judge at the time I have referred to 
that that was one of the reasons why you wanted Mr. 
McAuliffe?—A. It may have been. I do not recall. 

Q. Would you care to read what I have read to you? 

Mr. Manager BROWNING. Mr. President, I insist that 
counsel is undertaking to put into the mouth of the witness 
what he never said on the former occasion. He did not say 
in that testimony that he told the judge that about Mr. 
McAuliffe at that time. 

The PRESIDING OFFICER. The Chair thinks the cross- 
examination is proper. Proceed. 

Mr. LINFORTH (to the Official Reporter). 
the last question? 

The Official Reporter read as follows: 

Q. Did you tell the judge at the time I have referred to that 
that was one of the reasons why you wanted Mr. McAuliffe?—A. 


It may have been. I do not recall. 
Q. Would you care to read what I have read to you? 


By Mr. LINFORTH: 

Q. Would it refresh your memory if I handed you the 
record on that subject, Mr. Strong?—A. I do not think it is 
necessary. 

Q. When you made that statement to the judge, did he 
not then say to you, in words or substance, The whole 
matter is in a family circle. It is all the same family, the 
same people "?—A, I believe he did. 
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Q. That was after he had appointed you as receiver, you 
being an employee of the stock exchange, and after you had 
asked on to employ its attorneys as yours. That is 
right; is it not?—A. May I correct that? I was not an em- 
ployee of the stock exchange. 

Q. Your firm was; was it not?—A. They were my clients; 
yes. 

Q. Your firm was?—A. Yes. 

Q. And it was after the judge had been so advised that 
he said to you, “ The whole matter is too much of the same 
family. It is too close a proposition.” Did not the judge 
tell you that?—A. I believe he did. 

Q. And he gave you that as the reason why he did not 
want you to employ the regular attorneys of the stock ex- 
change as your attorneys. That is correct; is it not?—A. 
That was the reason he gave; yes. 

Q. That is what I am asking you, Mr. Strong. He gave 
you that as the reason why he did not want to accede to 
your request. That is correct; is it not?—A. Correct. 

Q. Did not the judge, the respondent here, at that time 
in substance say to you this: That Heller, Ehrmann, White 
& McAuliffe were the attorneys for the exchange; that you 
were sponsored by the exchange; that if the exchange was 
mixed up with this situation, both you and the exchange 
would be in a position or feel that you would not want to 
bring it to light. Do you recall his telling you that?—A. 
Yes; and I told him that it was possible but highly im- 
probable. 

Q. The judge was telling you at that time, was he not, 
that the relations being so close, Russell-Colvin also being 
a suspended member of that firm, complications might 
come up, and it would be embarrassing to you and to him 
to appoint that firm? Did he not, in substance, tell you 
that?—A. He made that statement that you have repeated 
before. 

Q. Yes, sir; and is it not a fact that when the judge 
reasoned with you in that way, you replied that what he said 
was possible, but it was not probable?—A. It was highly 
improbable. 

Q. Did you not say, after the judge had reasoned in this 
way with you, that such a condition was possible, but it was 
not probable? 

The PRESIDING OFFICER. The witness has answered 
the question. Answer it again, though. Proceed. 

A. I said it was possible but highly improbable. 

The PRESIDING OFFICER. Proceed. 

Mr. BRATTON. Mr. President, I send forward a question 
to be propounded to the witness. 

The PRESIDING OFFICER. The question will be read. 

The legislative clerk read the question, as follows: 

Q. You asked Mr. Ackerman to represent you, and he agreed to 
do so. You later selected Mr. McAuliffe. Why did you make the 
change, and why did you fail to tell Mr. Ackerman about it? 

The WITNESS. AsI stated, I knew Mr. McAuliffe more in- 
timately than I did Mr. Ackerman. Both of them were very 
high gentlemen. It was my knowing Mr. McAuliffe more 
intimately that was one of the chief reasons why I decided 
to take Mr. McAuliffe. I phoned to Mr. Ackerman on 
Wednesday and told him of my change of my selection. 

The PRESIDING OFFICER. Proceed. 

Mr. LONG. Mr. President, does that answer the question? 
I understood the question to be why he did not tell Mr, 
Ackerman that he was going to get Mr. McAuliffe. 

The PRESIDING OFFICER. The Senator will pardon the 
Chair if he reminds the Senator that under the rule ques- 
tions must be submitted in writing. 

Mr. LONG. I am talking about this question. Perhaps I 
misunderstood the question. 

The PRESIDING OFFICER. The Chair suggests, if the 
Senator will pardon him, that the Senator prepare the ques- 
tion that he desires submitted. Proceed as fast as you can. 

By Mr. LINFORTH: 

Q. When Mr. Ackerman had advised you that he was will- 
ing to accept the employment, what did you say to him 
then—that that was satisfactory to you?—A.I told him 
that I would let him know. 
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Q. What time elapsed between the time that he told you 
he was willing to accept the appointment and the time you 
went down and talked with Mr. McAuliffe?—A. About 24 
hours. 

Q. You had heard from Mr. Ackerman 24 hours before 
your appointment that he was willing to act for you? Is 
that your present recollection?—A. About that; yes—the 
night before. 

Q. And how long was it before you saw Mr. McAuliffe that 
you notified Mr. Ackerman that you did not want him?— 
A. I believe it was the following afternoon. 

Mr. BRATTON. Mr. President, I send forward another 
question to be propounded to the witness. 

The PRESIDING OFFICER. If it will not interrupt coun- 
sel, the question will be read. 

Mr. LINFORTH. No; it will not interrupt me. 

The legislative clerk read the question, as follows: 

Q. At the time you telephoned Mr. Ackerman asking him to 
represent you, and he agreed to do so, you knew then that you were 
better acquainted with Mr. McAuliffe than you were with Mr. 
Ackerman; did you not? 

The WITNESS. I did. 

The PRESIDING OFFICER. Proceed, Mr. Counsel. 

By Mr. LINFORTH: 

Q. What was the comparative length of your acquaintance 
with the two gentlemen—Mr. Ackerman and Mr. Mc- 
Auliffe?—A. I do not recall exactly; a number of years in 
both instances. 

Q. I do not want to be exact; but approximately how 
long had you known Mr. Florenz McAuliffe?—A. About 5 or 
6 years. 

Q. Five or six years before that time?—A. Right. 

Q. And how long had you known Mr. Ackerman?—A. 
About the same length of time. 

Q. Then in saying that you knew one better than the 
other, you did not mean with reference to time?—A. No, sir. 

Q. Had you had Mr. McAuliffe as your attorney on prior 
matters?—A. Not any of my affairs; no. 

Q. Had you had Mr. Ackerman as your attorney on prior 
matters?—A. No, sir. 

Q. But you knew that, during all of your acquaintanceship 
with Mr. McAuliffe, he or his firm were the regular attorneys 
of the stock board?—A. I have so stated. 

Q. I understood you to say that in none of his talks with 
you did the judge, the respondent, suggest any counsel except 
Mr. Short.—A. That is quite correct. 

Q. Had you, before you talked with Mr. McAuliffe about 
his employment, talked with the other partner, Mr. Dinkel- 
spiel, on the subject?—A. Yes; I had mentioned it to him 
after I had qualified, and when I was leaving the post-office 
building. He was in a group with other persons, and I 
believe he overheard me. 

Q. Did you talk with Mr. Lloyd Dinkelspiel of that firm 
about their probable appointment before you talked to Mr. 
McAuliffe?—A. Yes; he was present and heard me talk 
about it. 

Q. Did you tell him that you had already talked with Mr. 
Ackerman on the same subject?—A.I do not believe I 
had; no. 

Q. Do I understand you to say, Mr. Strong, that at no time 
did the respondent judge suggest to you that either one of 
the firms mentioned here would be satisfactory to him?—A. 
Which firms have you in mind? 

Q. Sullivan, Sullivan & Roche have been mentioned; Cush- 
ing & Cushing have been mentioned; and Pillsbury, Madison 
& Sutro have been mentioned.—A. Positively at no time was 
any attorney mentioned to me except John Douglas Short. 

Q. Your recollection is clear?—-A. Absolutely clear. 

Q. And definite on that subject? I understood you to say 
that you did not understand the judge’s reference to coming 
back after you had qualified to mean that afternoon. Is 
that right?—A. He simply suggested in an offhand manner, 
“When you have qualified come back and see me”, with 
no reference as to time. 

Q. Did you understand that to mean that afternoon or 
the next day?—A. At any time after I had qualified. 
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Q. Did you understand, from what was said, that you 
were not to come back that afternoon?—A. Not necessarily; 
no. 

Q. After you qualified you talked with the lawyers who 
were along with you as to whether you should go in at that 
time and see the judge, did you not?—A. I did. 

2 a You have said that today here, have you not?—A. 
ve. 

Q. So you had in mind at that very time, did you not, the 
possibility that the judge meant that very afternoon after 
you qualified, had you not?—A. He asked me to come back 
and see him; but on account of the lateness of the hour, I 
came back the next morning. 

Q. Yes; but you have said, have you not, Mr. Strong, that 
when you finished qualifying, and before you left the build- 
ing, you talked with Mr. Brown and Mr. Dinkelspiel and the 
other gentlemen about whether you should go in and see the 
judge that afternoon?—A. That is correct. 

Q. Is not that true?—A. That is correct. 

Q. So you had the thought in mind at that time, did you 
not, that that was the time to see the judge?—A. If the hour 
permitted. f 

Mr. LONG. Mr. President, will counsel permit me to send 
up a question? 

The PRESIDING OFFICER. Would it disturb counsel to 
have a question propounded? 

Mr. LINFORTH. Not a particle. 

The PRESIDING OFFICER. The question will be read. 

The Chief Clerk read as follows: 

Q. Is it not a fact that you wanted Mr. McAuliffe for attorney 
because his firm were attorneys for the stock exchange, and the 
stock-ex Officers asked you to not employ Ackerman, but 
McAuliffe? 

The WITNESS. That is absolutely not so. 

Mr. LINFORTH. May I resume? 

The PRESIDING OFFICER. You may proceed. 

By Mr. LINFORTH: 

Q. Did you take up with the stock exchange, or anyone 
connected with it, the appointment of Lloyd Ackerman?—A. 
I did not. 

Q. Did you take up with the stock exchange, or anyone 
connected with it, the fact that you had already talked to 
Mr. Ackerman on the subject?—A. I had not. 

Q. When the judge in chambers suggested to you the name 
of John Douglas Short, did he at that time tell you he was 
connected with the firm of Keyes & Erskine?—A. I under- 
stood that he was connected with Keyes & Erskine in a 
minor capacity. 

Q. You told the judge at that time you did not know 
that firm?—A. I told him I did not know John Douglas 
Short. I knew of the firm. 

Q. You knew of the firm. Did you know whether or not 
that firm had represented stockbrokers in stock transactions 
for years before?—A. I did not at that time. 

Q. Did you know that they had represented Cavalier & 
Co. for some years before?—A. I did not know that at that 
time. 

Q. Did you tell the judge that you would make some inves- 
tigation and see whether or not Mr. Short of that firm was 
satisfactory?—A. I did not. 

Q. In other words, you told the judge, without making any 
investigation whatever, you would not accept him. Is that 
right?—A. I did not tell him that I would not accept him at 
any time. 

Q. You told him that you would not accept anyone but 
Mr. McAuliffe, did you not?—A. I did not. 

Q. Whom did you qualify that by?—A. I told him that 
all I wanted was a man whom I knew and who had the 
reputation and the experience in stock-brokerage work; that 
that was all I was after. 

Q. Did he not tell to you at that time that Mr. Erskine, 
of Keyes & Erskine, was regularly doing that work?—A. He 
did not. 

Q. Did you ask him whether they were?—A. I did not. 

Q. When you called on him Wednesday morning following 
your appointment, and after you told him that you had been 
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down and employed the stock-exchange firm, the judge did 
say to you, “ That was the very thing I was trying to avoid”, 
did he not?—A. Let me correct the statement. I had not 
employed Mr. McAuliffe at that time. I could not. 

Q. I am calling attention, Mr. Strong, to the day after 
your appointment.—A. Right. 

Q. I understood you to say you were appointed late on 
Tuesday.—A. Right. 

Q. And the judge at some time late on Tuesday had re- 
quested you to return after you had qualified?—A. Right. 

Q. And you did not return until the following morning, 
Wednesday. Is that right?—A. Right. 

Q. Then Wednesday morning when you called you toid 
the judge that you had been down the night before employ- 
ing the stock-exchange firm, did you not?—A. I told the 
judge that I had been down and saw Mr. McAuliffe. 

Q. With a view of employing his firm, did you not?— 
A. Right. 

Q. Did not the judge then say to you, “ That is exactly 
what I tried to avoid by requesting you to come back last 
night ?—A. That is correct. 

Q. I understood you to answer just a moment ago that 
you had not employed the stockbrokers’ attorney on Tues- 
day night. Is that right?—A. I had not employed him. I 
could not without the approval of the judge. 

Q. But had you gone as far as you could in the appoint- 
ment?—A. I asked him if he would be willing to represent 
me as my counsel. 

Q. And he told you what?—A. He told me he would. 

Q. Aud you told him that was satisfactory if the court 
would approve it?—-A. Right. 

Q. So that that was done on Tuesday, the very day you 
were appointed, was it not?—A. Correct. 

Q. And the judge said to you, upon your telling him what 
had taken place, that if you had returned the night before, 
that unfortunate situation would not exist, did he not? I 
do not mean in words, but in substance, Mr. Strong.—A. He 
told me that if I had returned the night before, that that 
would have been obviated. 

Q. That that would have obviated that situation. That is 
what he told you?—A. Correct. 

Q. Did he tell you, when you went there Wednesday 
morning, the day after you were appointed, that already, 
before you got there, Mr. White, of the Heller, Ehrmann, 
White & McAuliffe firm, had been to see him over your 
appointment?—A. No, sir; he did not. 

Q. You made some reference here today to the judge say- 
ing something to you about what could be done on fees. 
I did not quite catch that. Would you be kind enough to 
repeat it?—A. He stated to me, “I do not think you realize 
what a plum you have picked. You know your fees will be 
somewhere between ten thousand and eighty thousand 
dollars.” 

Q. That is sufficient for my purpose. He stated to you 
that your fees would be somewhere between 10,000 and 
80,0002?—A. That is correct. 

Q. That was the range he made, between 10 and 80?— 
A. Yes, sir. 

Q. You are quite sure of that?—A. Yes, sir. 

Q. When you left the courthouse on the night of your 
appointment without going back to see the judge, what time 
did you get to Mr. McAuliffe’s office?—A. About 6 o'clock. 

Q. You did not go to see the judge because, I think you 
said, it was too late?—A. That is correct. 

Q. But not too late to see Mr. McAuliffe?—A. Mr. 
McAuliffe is a late worker. 

Q. Had you an appointment with McAuliffe for that 
evening?—A. I had not. 

Q. You just took a chance on finding him in, Mr. Strong?— 
A. That is it exactly. 

Q. There is not any question in your mind, is there, but 
what the judge did say to you after he had approved your 
bond in words substantially this, “When you qualify, come 
back and see me ”?—A. That is correct. 

Q. And you qualified about what time? 
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oe PRESIDING OFFICER. That is in the record several 
es. 

Mr. LINFORTH. Is it in? Pardon me, Mr. Chairman. 

By Mr. LINFORTH: 

Q. I understood you to say today that when you called on 
the judge on Thursday, the 13th, which was the day of your 
removal, he asked you whether McAuliffe told you not to 
resign.—A. He asked me if I had asked Mr. Auliffe and if 
he advised me not to resign, and I said he did. 

Q. And that was the fact, Mr. McAuliffe had advised you 
not to resign?—A. That is correct. 

Mr. LONG. Mr. President, may I send a question to the 
desk? 

The PRESIDING OFFICER. Would counsel consent to be 
interrupted for the propounding of a question? 

Mr. LINFORTH. 

The PRESIDING OFFICER. The interrogatory will be 
read. 

The Chief Clerk read as follows: 

Q. In view of your last answer, please answer this question yes 
or “no.” Did you not tell the judge you would not employ any 
of the lawyers present, including a member of the McAuliffe 
firm? Then did you not, after having consulted Ackerman ae 
receiving his acceptance, go and employ McAuliffe, a member of 
whose firm was present when you agreed to exclude attorneys 
present from consideration? 

Mr. BROWNING. Mr. President, I suggest that the ques- 
tion should be divided. 

The PRESIDING OFFICER. That is for the witness to 
determine. If it is not intelligible to him and he desires to 
have it divided, it may be done. 

The WITNESS. I would appreciate that. 

The PRESIDING OFFICER. The clerk will read the first 
part of the question. 

The Chief Clerk read as follows: 

Q. In view of your last answer, please answer this question yes 
or “no.” Did you not tell the judge you would not employ any 
of the lawyers present, including a member of the McAuliffe firm? 

The WITNESS. Yes. 

The Chief Clerk read as follows: 

Q. Then did you not, after having consuled Ackerman and re- 
ceiving his acceptance, go and employ McAuliffe, a member af 
whose firm was present when you agreed to exclude attorneys 
present from consideration? 

The WITNESS. I was engaging Mr. McAuliffe and not his 
firm. 

Mr. LINFORTH. Just a question or two further and I 
am through. From the work that you had done for the 
Russell-Colvin Co. you knew, did you not, that their records 
were not of the best?—-A. They were pretty good. 

Q. But you knew they were not of the best, did you not?— 
A. I have seen better; yes. 

Mr. LINFORTH. I think that is all. 

Redirect examination: 

The PRESIDING OFFICER. Is there further reexamina- 
tion? 

Mr. Manager BROWNING. Yes, Mr. President. 

In view of the question asked by the Senator from Louisi- 
ana [Mr. Lonc] I will ask the witness if the judge in his 
statement to you asked you if you had employed any attorney 
who was present or if you would employ any attorney who 
Was present? 

Mr. LINFORTH. I ask to have that question read. I did 
not get it. 

Mr. Manager BROWNING. I will ask the question again. 

At the time the judge referred to the attorneys who were 
present, did he ask you if you had employed any attorney 
present or if you intended to employ any attorney pres- 
ent?—A. He asked me if I had in mind any of the persons 
present as my attorneys; that is true. 

Q. And you told him you did not?—A. I told him that I 
did not. 

Q. Did you employ Lloyd Ackerman in your telephone con- 
versation with him on the night of the 10th, on Monday, or 
did you ascertain whether he would be available? 


3472 


Mr. LINFORTH. We object to that. That is calling for 
the opinion of the witness or his conclusion. He may state 
the fact, but he should not be permitted to go beyond that. 

The PRESIDING OFFICER. The record shows that the 
witness has answered that question several times, so it is 
unnecessary to repeat it. Proceed with the questioning. 

Mr. Manager BROWNING. Mr. President, with all due 
deference, there is some misunderstanding on the part of 
the witness as to the question asked by the Senator from 
New Mexico. We have a feeling that he should have a 
chance to clear that up. 

The PRESIDING OFFICER. The witness answered very 
succinctly about his interview with Mr. Ackerman and stated 
what occurred, and the kind of arrangement which was 
entered into. If there is something other that he desires to 
elaborate, the Chair will permit it; but that question was 
fully answered. 

By Mr. Manager BROWNING: 

Q. When you testified that, after you had fully qualified, 
you talked to Lloyd Dinkelspiel with regard to the employ- 
ment of Mr. McAuliffe, I will ask you to state whether or 
not at that time you inquired if there would be any conflict 
between his acting as attorney for the stock exchange and 
representing you as the receiver?—A. I discussed the matter 
myself with the three or four persons who were present and 
told them I had in mind Mr. Ackerman or Mr. McAuliffe, 
that I thought that possibly, on account of the fact that Mr. 
Lloyd Dinkelspiel was present in the room, Mr. McAuliffe 
might be disqualified. I was told by the persons present that 
they did not believe so. I asked them if Mr. McAuliffe was 
not of that firm, I had not known Mr. Dinkelspiel up to 
that time. 

Q. Was anything said to you at that time as to whether 
or not there was a conflict between his representing the 
stock exchange and also the receiver?—A. I had asked Mr. 
Dinkelspiel whether he thought there might be any conflict at 
all between the interests of his firm as representative of the 
stock exchange and as my counsel, and he assured me that 
he could not understand any reason why there should be. 

Mr. Manager BROWNING. That is all, Mr. President. 

The PRESIDING OFFICER. The witness is excused. 
Do the managers or counsel for the respondent desire that 
the witness be retained or may he be excused? 

Mr. Manager BROWNING. We should like to notify him 
in the morning. 

Mr. LINFORTH. We announce on behalf of the re- 
spondent that we do not desire to retain the witness, 

The PRESIDING OFFICER. The witness will return 
tomorrow morning. 

Mr. Manager BROWNING. Mr. President, pursuant to 
the stipulation entered into by counsel for respondent and 
the managers on the part of the House, we desire at this 
time to read the testimony given by W. S. Leake at the 
hearing in San Francisco last September. 

The PRESIDING OFFICER. If the testimony offered is 
in pursuance of a stipulation already entered into, the 
manager may proceed. 

Mr. LINFORTH. We have not the slightest objection to 
it, Mr. President, with the understanding that Mr. Leake 
will appear in obedience to the subpena which is being served 
upon him. We do not want merely a part of his testimony 
in the record. 

The PRESIDING OFFICER. The Chair cannot make a 
ruling with those qualifications. Do counsel for the re- 
spondent insist that the paper which has been signed by 
their respective parties, the stipulation, permits the reading 
of that testimony regardless of the attendance of Mr. Leake, 
or is it conditional? 

Mr. LINFORTH. The stipulation provides that it shall 
only be operative in the event that Mr. Leake is not here. 

Mr. Manager BROWNING. Yes; but Mr. President, I do 
not feel that we should be hampered in the orderly presenta- 
tion of our case because Mr. Leake in fact is not here. I 
think that the terms and qualifications of the stipulation 
have been fulfilled when he failed to appear as subpenaed. 
He was subpenaed to be here yesterday. 
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ae PRESIDING OFFICER. Will counsel read the stipu- 
on? 

Mr. Manager BROWNING. It is as follows: 

It is further stipulated that the testimony of W. S. Leake taken 
at the hearing above referred to may be read upon said trial by 
either party hereto with the same force and effect as if the said 
witness were present and testified in person. This stipulation, 
however, insofar as the said W. S. Leake is concerned, is without 
waiver by either party hereto to insist upon the attendance of said 
Leake before the court above referred to, and shall become oper- 
ative only in the event of the nonappearance of the said Leake at 
Washington before the said Court of Impeachment. 

The PRESIDING OFFICER. That it shall be operative 
only upon his nonappearance. 

Mr. Manager BROWNING. Yes, sir. 

Mr. HANLEY. The stipulation, we claim, Mr. President— 
I am not speaking loud, for the Chair is to rule on this 
point—means that the testimony will only be read in the 
event Leake is not present. Who says he will not be pres- 
ent? Do counsel say so? No. I understood this morning 
that the Vice President was taking up the question of having 
Leake, with a trained nurse, appear here. Why not make 
one bite of the cherry, when we will have the whole matter 
here? Let us have Leake here, and then, if he is not here, 
let us live up to the stipulation. 

The PRESIDING OFFICER. In view of the statement of 
counsel that the matter has been brought to the attention 
of the Vice President, the Chair will not rule upon the ques- 
tion and will ask the managers on the part of the House to 
proceed with some other witness. 

Mr. Manager BROWNING. Mr. President, in the orderly 
presentation of our case we feel that it is almost imperative 
for us to present Leake’s testimony at this time. The event, 
as we understood it, was his absence when he was subpenaed 
to be here. We are not in any way responsible for his fail- 
ure to appear. Counsel for the respondent will have oppor- 
tunity to cross-examine him and present any further testi- 
2 if he does appear, of which we have no assurance 
at all. 

The PRESIDING OFFICER. May the Chair ask counsel 
if the witness, because of illness or untimely death, should 
not be present, if he would insist that the testimony would 
be admissible? 

Mr. Manager BROWNING. Yes, sir; under the stipula- 
tion it would be because it is agreed that either party may 
read his testimony in the event of his nonappearance. 

The PRESIDING OFFICER. If counsel haye some other 
witness, they had better proceed with him. The Vice Presi- 
dent having in part considered this matter, the Chair feels 
a delicacy in going further in the matter. 

Mr. Manager BROWNING. Very well. Call Mr. White. 

Mr. ROBINSON of Arkansas. Mr. President, if the court 
desires to suspend the impeachment proceedings, I think we 
might follow that course and proceed with legislative busi- 
ness. 

The PRESIDING OFFICER. Is that agreeable to the 
managers on the part of the House and is it agreeable to 
counsel representing the respondent? 
ate Manager BROWNING. It is absolutely agreeable 

us. 

Mr. LINFORTH. It is agreeable to us. 

The PRESIDING OFFICER. Without objection, then, 
the Senate sitting as a Court of Impeachment will stand 
adjourned until 10 o’clock tomorrow morning, at which time 
it will reconvene. 

Thereupon (at 4 o’clock and 10 minutes p.m.) the Senate 
sitting as a Court of Impeachment adjourned until tomor- 
row, Wednesday morning, May 17, at 10 o’clock a.m. 

LEGISLATIVE SESSION 

The Senate, pursuant to the order for a recess entered yes- 
terday, resumed legislative session. 

MESSAGE FROM THE PRESIDENT 

During the impeachment proceedings, on motion of Mr. 
Rostnson of Arkansas, and by unanimous consent, the Sen- 
ate sitting as a Court of Impeachment took a recess in order 
to receive, as in legislative session, a message in writing 
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from the President of the United States, which was com- 
municated to the Senate by Mr. Latta, one of his secretaries. 
CALL OF THE ROLL 

Mr. ROBINSON of Arkansas. I suggest the absence of a 
quorum. 

The PRESIDING OFFICER. The clerk will call the roll. 

The legislative clerk called the roll, and the following 
Senators answered to their names: 


Adams Copeland Kendrick Reynolds 

Ashurst Costigan es Robinson, Ark. 

Austin Couzens Robinson, Ind. 
Cutting La Follette Russell 

Bailey Dickinson Lewis Schall 

Bankhead Dieterich Logan Sheppard 

Barbour Dill Lonergan Shipstead 

Barkley Long Smith 

B Erickson McAdoo Steiwer 

Bone McCarran Stephens 

Borah Fletcher McGill Thomas, Okla. 

Bratton Prazier McKellar Thomas, Utah 

Brown George McNary Townsend 

Bulkley Glass Metcalf 

Bulow Goldsborough Murphy 

Byrd Gore Neely Vandenberg 

Byrnes Hale Norris Van Nuys 

Capper Harrison Nye Wagner 

Caraway Hastings Overton Walcott 

Carey Hatfield Patterson Walsh 

Clark Hayden Pittman Wheeler 

Connally Hebert Pope White 

Coolidge Johnson Reed 


The VICE PRESIDENT. Ninety-one Senators have an- 
swered to their names. A quorum is present. 


MESSAGE FROM THE HOUSE 


A message from the House of Representatives, by Mr. 
Chaffee, one of its clerks, announced that the House had 
passed the bill (S. 753) to confer the degree of bachelor of 
science upon graduates of the Naval Academy, with amend- 
ments, in which it requested the concurrence of the Senate. 

The message also announced that the House had passed 
without amendment the following bills of the Senate: 

S.73. An act to authorize the Comptroller General to 
allow claim of district no. 13, Choctaw County, Okla., for 
payment of tuition for Indian pupils; and 

S. 1582. An act to amend section 1025 of the Revised 
Statutes of the United States. 

The message further announced that the House had passed 
bills of the following titles, in which it requested the con- 
currence of the Senate: 

H.R. 4014. An act to authorize appropriations to pay in 
part the liability of the United States to the Indian pueblos 
herein named, under the terms of the act of June 7, 1924, 
and the liability of the United States to non-Indian claim- 
ants on Indian pueblo grants whose claims, extinguished 
under the act of June 7, 1924, have been found by the 
Pueblo Lands Board to have been claims in good faith; to 
authorize the expenditure by the Secretary of the Interior 
of the sums herein authorized and of sums heretofore ap- 
propriated, in conformity with the act of June 7, 1924, for 
the purchase of needed lands and water rights and the 
creation of other permanent economic improvements as con- 
templated by said act; to provide for the protection of the 
watershed within the Carson National Forest for the Pueblo 
de Taos Indians of New Mexico and others interested, and 
to authorize the Secretary of Agriculture to contract relat- 
ing thereto and to amend the act approved June 7, 1924, in 
certain respects; and 

H.R. 4494. An act authorizing a per capita payment of 
$100 to the members of the Menominee Tribe of Indians of 
Wisconsin from funds on deposit to their credit in the Treas- 
ury of the United States. 

PETITIONS AND LIEMORIALS 

The VICE PRESIDENT laid before the Senate a petition 
of 245 citizens of the State of California, praying for the 
passage of legislation to restore to all veterans who were 
actually disabled in the military or naval service the former 
benefits, rights, privileges, ratings, schedules, compensation, 
presumptions, and pensions heretofore enjoyed by them 
and existent prior to the passage of the so-called “ Economy 
Act”, which was referred to the Committee on Appropria- 
tions. 
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He also laid before the Senate resolutions adopted by the 
executive board of the Georgia Federation of Business and 
Professional Women’s Clubs, deploring the removal of Miss 
Jessie Dell as United States Civil Service Commissioner and 
commending Miss Dell “for her highly ethical conduct in 
not participating in partisan politics during the recent 
Presidential campaign”, which were referred to the Com- 
mittee on Civil Service. 

He also laid before the Senate a letter in the nature of a 
memorial from L. M. Fournet, superintendent of the Louisi- 
ana State Penitentiary, Angola, La., opposing continuation 
of the investigation by the Special Committee of the Senate 
to Investigate Campaign Expenditures of the Louisiana Sen- 
atorial Election of 1932, which was referred to the Com- 
paned to Audit and Control the Contingent Expenses of the 
Senate. 

He also laid before the Senate resolutions adopted by the 
San Francisco County (Calif.) Council of the Veterans of 
Foreign Wars of the United States condemning the so-called 
“bonus marches” on Washington by veterans or alleged 
veterans, which were referred to the Committee on Finance. 

He also laid before the Senate a resolution adopted by 
Westchester County (N.Y.) District Council, United Broth- 
erhood of Carpenters and Joiners of America, favoring the 
passage of legislation establishing the 6-hour day in indus- 
try, which was ordered to lie on the table. 

He also laid before the Senate a resolution adopted at a 
mass meeting held under the auspices of the Thirty Hour 
League of America in Los Angeles, Calif., favoring the prin- 
ciple of the 6-hour day and the 5-day week, with the highest 
possible compensation to be paid to the largest number of 
those who need employment; also endorsing the withhold- 
ing of “ Reconstruction Finance Corporation aid to institu- 
tions that fail to make substantial reduction in the gigantic 
Salaries now paid to executives and who refuse to justiy 
compensate their employees, which was ordered to lie on 
the table. 

He also laid before the Senate resolutions adopted by the 
Tennessee Valley Association (composed of 25 cooperating 
business, fraternal, and civic organizations), of Chattanooga, 
Tenn., favoring the passage of legislation tocompletely carry 
out the program of the President relative to the conserva- 
tion and development of water-power resources, and deplor- 
ing modification of proposed Muscle Shoals legislation so as 
to restrict the Tennessee Valley Authority with respect to 
the construction of power dams, the acquiring, condemning, 
or construction of transmission lines, or the engaging in 
such other undertakings as may be necessary, in the judg- 
ment of the President, to the full development of the Ten- 
nessee Basin’s resources for the benefit of all the people, 
which were ordered to lie on the table. 

Mr. COPELAND presented a resolution adopted by Hollis- 
Bellaire Post, No. 980, the American Legion, Department of 
New York, Jamaica, N.Y., favoring increase in second-class 
postage rates to such extent as may be necessary to defray 
the actual cost of handling this class of mail matter and 
the discontinuance of subsidies in the form of contracts for 
carrying the mails by steamship and air transport com- 
panies, which was referred to the Committee on Post Offices 
and Post Roads. 

He also presented a resolution adopted by the Alumni As- 
sociation of St. Francis College, of Brooklyn, N.Y., protesting 
against recognition of the Soviet Government of Russia, 
which was referred to the Committee on Foreign Relations. 

He also presented a resolution adopted by the Geraldine 
Club, of New York City, N.Y., calling attention to certain 
public utterances of Mr. Ramsay MacDonald, the British 
Premier, relative to the Irish Free State, and opposing the 
cancelation or further reduction of debts owed to the United 
States by foreign nations, which was referred to the Com- 
mittee on Foreign Relations. 

Mr. DILL presented a memorial of sundry citizens of Spo- 
kane, Wash., remonstrating against the reduction or fur- 
loughing of officers or enlisted personnel of the Army, Navy, 
or Marine Corps, suspension of the National Guard and 
Reserve Officers’ Training Corps training camps, suspension 
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of Federal aid to military schools, and reduction in the pay 
of Army, Navy, or Marine Corps Air Service flying officers, 
which was referred to the Committee on Appropriations. 
VETERANS’ BENEFITS 

Mr. ROBINSON of Indiana. Mr. President, I present a 
petition signed by many citizens of the State of California, 
praying that Congress restore to service-connected disabled 
veterans their former benefits, rights, privileges, ratings, 
schedules, compensation, presumptions, and pensions, and 
ask that it may be referred to the appropriate committee. 

The VICE PRESIDENT. Without objection, the petition 
will be received and referred to the Committee on Appro- 


priations. 
REPORTS OF COMMITTEES 

Mr. STEIWER, from the Committee on Public Lands and 
Surveys, to which were referred the following bills, reported 
them each without amendment and submitted reports 
thereon: 

S. 284. An act authorizing the conveyance of certain lands 
to school district no. 28, Deschutes County, Oreg. (Rept. 
No. 74); and 

S. 285. An act to authorize the addition of certain lands 
to the Ochoco National Forest, Oreg. (Rept. No. 75). 

Mr. McKELLAR (for Mr. Grass), from the Committee on 
Appropriations, to which was referred the bill (H.R. 5389) 
making appropriations for the Executive Office and sundry 
independent executive bureaus, boards, commissions, and 
offices, for the fiscal year ending June 30, 1934, and for 
other purposes, reported it with amendments and submitted 
a report (No. 76) thereon. 

BILLS INTRODUCED 

Bills were introduced, read the first time, and, by unani- 
mous consent, the second time, and referred as follows: 

By Mr. FESS: 

A bill (S. 1700) to amend the act entitled “An act to 
enable the George Washington Bicentennial Commission to 
carry out and give effect to certain approved plans”, ap- 
proved February 21, 1930, as amended; to the Committee on 
the Library. 

By Mr. HALE: 

A bill (S. 1701) correcting the naval record of Frank J. 
Curran (with accompanying papers); to the Committee on 
Naval Affairs, 

By Mr. REED (for Mr. Davts): 

A bill (S. 1702) for the relief of H. Bluestone; to the 
Committee on Claims. 

By Mr. BONE: 

A bill (S. 1703) for the relief of William Smith; to the 
Committee on Claims. 

(By request.) A bill (S. 1704) to secure to unemployed 
American citizens the right to work advantageously for 
themselves in the production and mutual exchange of food, 
shelter, clothing, and commodities; to the Committee on 
Finance. 

By Mr. NYE: 

A bill (S. 1705) to amend the Air Mail Act of February 2, 
1925, as amended by the acts of June 3, 1926, May 17, 1928, 
and April 29, 1930, further to encourage commercial aviation; 
to the Committee on Post Offices and Post Roads. 

By Mr. COPELAND: 

A bill (S. 1706) granting a pension to Vincent San Filipo; 
to the Committee on Pensions. 

By Mr. OVERTON: 

A bill (S. 1707) for the relief of Carlos C. Bedsole; to the 
Committee on Public Lands and Surveys. 

By Mr. CLARK: 

A bill (S. 1708) for the relief of the Mississippi Valley 
Trust Co., of St. Louis, Mo.; and 

A bill (S. 1709) for the relief of the Mercantile Commerce 
Bank & Trust Co., formerly Mercantile Trust Co., of St. 
Louis, Mo.; to the Committee on Claims. 

HOUSE BILLS REFERRED 

The following bills were each read twice by their titles 
and ordered to be placed on the calendar or referred, as 
indicated below: 
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H.R. 4014. An act to authorize appropriations to pay in 
part the liability of the United States to the Indian pueblos 
herein named, under the terms of the act of June 7, 1924, 
and the liability of the United States to non-Indian claim- 
ants on Indian pueblo grants whose claims, extinguished 
under the act of June 7, 1924, have been found by the Pueblo 
Lands Board to have been claims in good faith: to authorize 
the expenditure by the Secretary of the Interior of the 
sums herein authorized and of sums heretofore appropri- 
ated, in conformity with the act of June 7, 1924, for the 
purchase of needed lands and water rights and the creation 
of other permanent economic improvements as contemplated 
by said act; to provide for the protection of the watershed 
within the Carson National Forest for the Pueblo de Taos 
Indians of New Mexico and others interested, and to au- 
thorize the Secretary of Agriculture to contract relating 
thereto; and to amend the act approved June 7, 1924, in 
certain respects; to the calendar. 

H.R. 4494. An act authorizing a per capita payment of 
$100 to the members of the Menominee Tribe of Indians of 
Wisconsin from funds on deposit to their credit in the 
Treasury of the United States; to the Committee on Indian 
Affairs. 

AMENDMENT TO INDEPENDENT OFFICES APPROPRIATION BILL 


Mr. ROBINSON of Arkansas submitted an amendment 
proposing that the Botanic Garden, together with all rec- 
ords, property, and personnel pertaining thereto, be trans- 
ferred to the Department of Agriculture, effective the first 
day of the second month following the enactment of this 
act, and the appropriations for the support thereof are 
hereby made available to the Department of Agriculture, 
intended to be proposed by him to House bill 5389, the inde- 
pendent offices appropriation bill, which was ordered to lie 
on the table and to be printed. 

REGULATION OF BANKING—AMENDMENTS 


Mr. CONNALLY submitted two amendments intended to 
be proposed by him to the bill (S. 1631) to provide for the 
safer and more effective use of the assets of Federal Reserve 
banks and of national banking associations, to regulate 
interbank control, to prevent the undue diversion of funds 
into speculative operations, and for other purposes, which 
were ordered to lie on the table and to be printed. 
BACHELOR OF SCIENCE DEGREE FOR NAVAL ACADEMY GRADUATES 


The VICE PRESIDENT laid before the Senate the 
amendments of the House of Representatives to the bill 
(S. 753) to confer the degree of bachelor of science upon 
graduates of the Naval Academy, which were to strike out 
all after the enacting clause and insert: 

That the Superintendents of the United States Naval Academy, 
the United States Military Academy, and the United States Coast 
Guard Academy may, under such rules and regulations as the 
Secretary of the Navy, the Secretary of War, and the Secretary 
of the Treasury may prescribe, confer the degree of bachelor of 
science upon all graduates of their respective academies. 

And to amend the title so as to read: “An act to confer 
the degree of bachelor of science upon graduates of the 
Naval, the Military, and the Coast Guard Academies.” 

Mr. TRAMMELL. I move that the Senate disagree to 
the amendments of the House, ask for a conference with the 
House on the disagreeing votes of the two Houses thereon, 
and that the Chair appoint the conferees on the part of the 
Senate. 

The motion was agreed to; and the Vice President 
appointed Mr. TRAMMELL, Mr. RUssELL, and Mr. HALE con- 
ferees on the part of the Senate. 


MUSCLE SHOALS—CONFERENCE REPORT 


Mr. SMITH. Mr. President, I ask that the conference 
report on the Muscle Shoals bill be laid before the Senate. 

The VICE PRESIDENT laid before the Senate the report 
of the committee on conference on the disagreeing votes of 
the two Houses on the amendment of the Senate to the bill 
(H.R. 5081) to provide for the common defense; to aid 
interstate commerce by navigation; to provide flood control; 
to promote the general welfare by creating the Tennessee 
Valley Authority; to operate the Muscle Shoals properties; 
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and to encourage agricultural, industrial, and economic 
development. 
The VICE PRESIDENT. The conference report was read 
on yesterday. The question is on agreeing to the report. 
The report was agreed to. 


JOHN BOYD THACHER COLLECTION—OPINION OF COURT GF APPEALS 


Mr. FESS. Mr. President, in 1927 the widow of John 
Boyd Thacher, of Albany, N.Y., died. She had made a will 
leaving to the Library of Congress a very valuable collection 
of books which had belonged to Mr. Thacher. That collec- 
tion includes, in addition to books, many very valuable auto- 
graphs and manuscripts and documents, and so forth, which 
are generally estimated to be worth about $500,000. There 
was a condition in the will that the collection had to be 
kept together and named the “John Boyd Thacher collec- 
tion“; also that in case any provision of the will was not 
respected the books should revert to the estate. 

There was an effort to set aside the will on the ground 
that its provisions had not been carried out. In the lower 
court the Government was sustained on the ground that the 
conditions of the will had been carried out. The case was 
appealed to the Court of Appeals of the District of Columbia 
and a decision has just been rendered upholding the posi- 
tion of the lower court and sustaining the position of the 
Government that the conditions of the will had been re- 
spected. Consequently the very valuable collection will be 
retained in the permanent possession and ownership of 
the Library of Congress. 

The opinion of the court is a most valuable statement, 
and the country generally will be interested in reading it, 
Iam sure. Rather than leave it to the limited files of the 
court records, I would like to have it printed in the RECORD 
so that readers of the Recorp may have the opportunity 
to read it. I ask unanimous consent that the opinion of 
the Court of Appeals of the District of Columbia may be 
printed in the RECORD. 

There being no objection, the opinion was ordered to be 
printed in the Recorp, as follows: 

COURT oF APPEALS OF THE DISTRICT OF COLUMBIA 
No. 5728 


GEORGE CURTIS TREADWELL AND HUGH REILLY, AS EXECUTORS OF THE 
WILL OF EMMA TREADWELL THACHER, AND LAURA BUTLER TREADWELL, 
EXECUTRIX OF THE WILL OF GEORGE CURTIS TREADWELL, DECEASED, 
APPELLANTS, U. HERBERT PUTNAM, APPELLEE 


Appeal from the Supreme Court of the District of Columbia. 
(Argued April 3 and 4, 1933. Decided May 15, 1933) 


Richard H. Wilmer, Douglas L. Hatch, and Bethuel M. Webster, 
all of Washington, D.C., and C, Dickerman Williams, of New York 
City, for appellants. 

Leo A. Rover, John W. Fihelly, and John J. Wilson, all of Wash- 
ington, D.C., for appellee. 

Before Martin, chief justice, and Robb, Van Orsdel, and Groner, 
associate justices. 

Groner, associate justice: The parties occupy the same position 
here as below, and we shall speak of them as plaintiffs and 
defendant. 

Mrs, Emma Treadwell Thacher, the widow of John Boyd 
Thacher, formerly lived in Albany, N.Y. She died February 18, 
1927, leaving a last will dated in 1925, in which she bequeathed 
to the United States a valuable collection of books, autographs, 
manuscripts, and documents, then in the possession of the 
Library of Congress, where she had deposited it as a loan some 
15 years prior to her death. 

The fifth paragraph of her will is as follows: 

“I give and bequeath to the United States of America all the 
books which formerly composed that part of the library of my late 
husband, John Boyd Thacher, which is now contained in the 
Library of Congress in the city of Washington in the District of 
Columbia; also, all autograph letters, manuscripts, and documents 
written or subscribed by the kings and queens or other rulers of 
England, Germany, Spain, and Italy, including the Popes of Rome, 
and the rulers of France, including the Napoleonic collection; 
also, all the books and pamphlets on, or relating to, the subject 
of the French Revolution and the special collection of autographs, 
autograph letters, and documents relating to that subject, all 
owned by my late husband, John Boyd Thacher, at the time of 
his death and thereafter acquired and now owned by me and 
which have not been otherwise disposed of by me at the time of 
my death or by any other provisions of this my last will and 
testament or any codicil or codicils thereto; upon condition, 
however, that said books, pamphlets, autographs, autograph let- 
ters, and documents shall be kept together and maintained as an 
entire collection to be always included with and as a part of the 
library formerly belonging to the said John Boyd Thacher now in 
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the Library of Congress in the city of Washington in the District 
of Columbia, known and to be always known and designated as 
the ‘Collection of John Boyd Thacher’ and forever held by the 
United States of America under such name and designation in 
said Library of Congress in the custody of its Librarian; pro- 
vided further, that said Librarian of Congress shall prepare and 
publish, in such form as shall be approved of by my executors, 
a catalog of said books, pamphlets, autographs, autograph let- 
ters, and documents, unless a satisfactory catalog of the same 
shall be so prepared and published by me during my lifetime; 
and provided further, that all possible precautions necessary for 
the preservation and safety of the same shall be applied and ob- 
served at all times by the proper officials and representatives of 
the Government of the United States of America.” 

In October 1930 this replevin suit was instituted in the court 
below to recover from the defendant, the Librarian of Congress, 
the collection of books and documents referred to in the above 
paragraph of the will. The declaration alleges that the collection 
was at the time of Mrs. Thacher's death and since in the posses- 
sion of defendant; that defendant had been notified by the 
executors of the will of its terms; that he assented to the condi- 
tions of the legacy but had not fulfilled them; and that demand 
for return of the collection had been made and refused. 

Paragraph 7 of the will specifically provides for a reversion of 
the legacy in the event the United States shall not faithfully and 
fully observe the terms and conditions prescribed by the will, or 
perform any of the requirements imposed for the care, preserva- 
tion, and safety of the collection; and paragraph 14 of the will 
gives the residue of the estate to George Curtis Treadwell, the 
nephew of the testatrix and one of the executors of the will. 

The case was tried to a jury, but at the conclusion of the evi- 
dence, on motion of both parties for a directed verdict, the court 
instructed the jury in favor of the defendant. Prior to this 
action, the court had made special findings of fact; among others, 
that the United States had observed all proper precautions, neces- 
sary for the preservation of the collection; that the executors had 
never consented, prior to the 6th day of September 1929, to the 
United States retaining as its own the articles bequeathed; that 
on that date demand for the return of the articles having been 
made by the executors and refused by the defendant, the com- 
plete title passed to the United States; that prior thereto the 
defendant neither understood nor believed, nor had reasonable 
cause to understand or believe, that complete title had passed to 
the United States. The court concluded from this that the duty 
with relation to the segregation and cataloging of the collection 
did not arise until September 1929. The court also found that the 
collection, consisting of five groups, was up to September 1929 in 
various parts of the Library building, but that at all times since 
Mrs. Thacher’s death had been known and designated as the 
John Boyd Thacher collection“; that since March 1930 it had all 
been kept together and maintained as an entire collection in the 
Thacher room; ‘that the catalog published by the Library of 
the incunabula was a satisfactory compliance with the terms of 
the will in relation to that subject; and that the catalog of the 
other articles had been begun within a reasonable time and 
copies submitted to the executors, and the whole finally published 
in 1931. 

We find in the record 170 assignments of error, and these we 
have examined patiently, but we do not need to refer to them each 
separately, if for no other reason, because counsel have condensed 
the argument so that it is really only necessary to decide whether 
there was evidence sufficient to raise an issue of fact for the jury 
as to compliance with the terms of the will, which, of course, 
involves deciding whether the court below was correct in taking 
the case from the jury and entering judgment for the defendant. 

We have carefully read all of the evidence and have reached in 
the main the same conclusion reached by the lower court. 

As we have already had occasion to say, the Thacher collection 
had been turned over by Mrs. Thacher to the Library of Congress 
many years prior to her death. She visited the Library on a num- 
ber of occasions and ted the arrangement of the different 
groups in the building. She therefore knew how the collection was 
arranged. Some 10 years before her death the Librarian caused 
to be prepared a catalogue of the incunabula, as to which she 
expressed her enthusiastic approval. In her will carrying out a 
p she had previously expressed, she gave the collection to 
the United States on thie conditions mentioned in her will. The 
conditions were that the collection should be maintained as an 
entirety and be designated as the “Collection of John Boyd 
Thacher ”, and that the Librarian should prepare and publish with 
the approval of the executors a catalog of the books, pamphlets, 
autographs, and documents, unless such catalog had been pre- 
viously prepared and published during her lifetime, and also that 
the safety of the collection should be preserved at all times in all 
proper ways. 

In the early part of March 1927 counsel for the executors sent 
defendant a copy of Mrs. Thacher’s will. To this letter defendant 
replied that the conditions of the bequest would be met. His atti- 
tude in this respect has never changed. The will was probated 
some 2 months later, in the early summer of 1927. Between these 
two dates there was some correspondence between counsel for 
executors and defendant, the purpose being to determine whether 
all the papers, autographs, etc., bequeathed in the will were then 
in the possession of the Library, and, particularly in the later cor- 
respondence, whether the Library had possession of articles not 
bequeathed under the will. In this exchange of communications 
counsel fot the executors wrote to the defendant that if the Library 
already had in its possession all the things bequeathed, there 
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would then remain only the formal transfer to be made; and the 
defendant on his part, acknowledging on behalf of the United 
States possession of all the property bequeathed, agreed that noth- 
ing more remained to be done than the formal transfer. Obviously 
at this time both parties contemplated some method of transferring 
complete title, but the formality never was observed. In the mean- 
time the property remained just as it had been for more than 15 
years. About this time counsel for the executors requested the 
defendant to furnish a list of all the property in the hands of the 
Library for the purpose of assisting the executors in the prepara- 
tion of an inventory and appraisal, stating that at a later time it 
would be necessary to obtain an expert evaluation of the property 
for the purposes of administration. In midsummer of 1927 the 
correspondence with relation to the appraisal continued and 
defendant was notified that the executors and their counsel con- 
templated a visit to W: n after the inventory and appraisal 
had been finished. Equally obviously the executors still consid- 
ered as of this time some further duty on their part to make the 
bequest effective. The record discloses that though the inventory 
was finished and a tentative appraisal made, the promised visit of 
the executors was postponed until midsummer of 1929, when, to 
quote from the testimony of counsel for the executors, “ the 
trouble started.” The date was August 1929. 

From this brief statement of the facts we think it is clear that 
up to the time the breach is alleged to have occurred nothing was 
done by the executors of Mrs. Thacher to vest complete and abso- 
lute title in the United States, and in this view the court below 
was quite correct in thinking the Librarian of Congress was justi- 
fied in his belief that when the administration of the estate was 
sufficiently advanced the executors would deliver to the Govern- 
ment some sort of instrument formally relinquishing claim of the 
executors to the property. We are not able to find in the record 
a statement of the executors’ accounts with the probate court in 
New York, and we are therefore not informed when the estate 
was settled, but it is perfectly clear that in the latter part of 
1927 and near the beginning of 1928 they were in correspondence 
with the Librarian for the purpose of getting data to include in 
the report to enable them to close the administration. After that 
time they continued inactive, so far as the bequest here is con- 
cerned, until the visit in the summer of 1929 and the demand in 
September of that year. 

All of the parties agree that under the law title to a specific 
legacy vests in the legatee upon the death of the testator. All 
agree likewise that the title which then vests is not complete, as 
th? property is subject to contribution for the testator’s debts; 
that it only becomes complete upon the assent by the executor; 
and that this assent may be express or implied. Undoubtedly 
this is the rule. When the property is in the possession of a leg- 
atee, acquiescence by the executors in continued possession is or- 
dinarily sufficient to imply assent. Here we have a case in which 
it is not claimed there was an express assent and in which, as 
we have seen, there was in the early stages of the administration 
correspondence between the representative of the legatee on the 
one hand and the executors on the other—the one located in 
Washingon and the others in New York—looking to the appraisal 
of the property in the proper settlement of the estate. 

These things tended to delay the formal transfer and equally 
to delay the operation of the rule of implied transfer. In these 
circumstances it would be going very far to say that the silence 
and inaction of the executors during all of this period were suf- 
ficient to authorize defendant to proceed to carry out at once the 
provisions of the will. And we think the record clearly contra- 
dicts the idea that the executors themselves so understood, for 
after the trouble began in the summer of 1929 there were three 
or four demands by the executors for the delivery of specific ar- 
ticles then in the possession of the Library. The Librarian com- 
plied with these demands to the extent of over 250 items. All of 
this merely tends to prove the uncertainty that surrounded the 
final carrying out of the terms of Mrs. Thacher’s will. While by 
the terms of the will the United States is required to maintain 
the collection in the way designated by the testatrix, the will it- 
self sets no specific time for the performance of these conditions, 
and in such circumstances the universal holding is that the law 
will imply a reasonable time. Appellant does not deny that this 
is true but insists that the reasonable time had expired at the 
time of the demand. This position, we think, should not be 
conceded. 

The preparation of the catalog which the will provides should 
be made was completed in 1931. It took nearly 2 years in its 
preparation. The collection has been brought together as directed 
by the will and marked as directed by the will, and though most of 
this occurred subsequent to the demand in 1929, and though con- 
cededly some of the things required to be done might have been 
done within a shorter period, yet, in view of the circumstances, we 
think the Librarian was wholly justified in delaying final and 
complete compliance with the exact terms of the will until he was 
assured that no claims from any source would be asserted against 
the collection in his possession. In this view it is unnecessary, we 
think, to draw any dead line as to which to say that delivery and 
vesting of title was complete. Obviously such a time was not, as 
insisted by appellant, a few months after the probate of the will. 
If the question were necessary to a decision of the case, it would 
not be going too far to say that until after the expiration of a year 
from the probate of the will (the usual period for settlement), or 
until after the final settlement of the accounts of the executor in 
the court of administration, no implied assent on their part to the 
transfer could be said to arise. And if we should adopt one or the 
otber of these dates as the period when the bequest definitely and 
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finally vested, the time between either and actual compliance with 
the conditions was entirely reasonable. To reach a different con- 
clusion would be unjustifiable and would have the effect to frus- 
trate the obvious intention of the testatrix. 

It is impossible to read the evidence and correspondence between 
Mrs. Thacher and the defendant and not be struck with evidences 
of her pride in the collection by her distinguished husband of 
these historical papers and equally of her desire to maintain in his 
honor the collection entire for the benefit of posterity. She could 
have chosen no better instrumentality for this than the great 
Library to which she committed the property, and it is unthink- 
able, if she had been alive, she would ever have complained, much 
less canceled her gift and abandoned her purpose because the 
designated arrangement of the collection in the Library was de- 
layed. But, as we have already said, we are not even prepared to 
go to the extent of saying there was any delay, or, if there was, 
that it was the fault of defendant. On a fair consideration of his 
attitude and actions we see nothing to criticize, and certainly 
nothing to condemn. He was eager to have the collection of Mrs. 
Thacher preserved, and received the bequest with the purpose of 

fully the terms on which she gave it. He has done so, 
and it would be wholly arbitrary to say that the time required for 
this, in the circumstances we have narrated, was unreasonable. 

Having reached this conclusion, we find it unnecessary to discuss 
the question as to whether this is in fact a suit against the United 
States, or another question, discussed elaborately at the bar, 
whether, on the motion by each side for a directed verdict, de- 
fendant is net now foreclosed by the findings of fact of the lower 
court. 

The judgment of the lower court is affirmed. 
Affirmed. 


INTERNATIONAL PROBLEMS THAT FACE PRESIDENT ROOSEVELT—. 
ADDRESS BY FREDERICK J. LIBBY 


Mr. COSTIGAN. Mr. President, Mr. Frederick J. Libby, 
executive secretary of the National Council for Prevention 
of War, a consistent and effective friend of peace, delivered 
an address in Denver, Colo., March 13, 1933, on the subject 
of international problems. I ask leave to have that address 
printed in the RECORD. 

There being no objection, the address was ordered to be 
printed in the Recorp, as follows: 


The world is the economic unit. This is the central fact of 
our times. It is a fact to which our national policies and those 
of other nations must be adjusted before any of us can prosper. 
It needs to become central in our thinking before we can justly 
call ourselves realists. It is a factor with which the new Chan- 
cellor of Germany will find eventually that he must reckon. It 
will prove in the long run to be of far greater importance to 
Japan than her present leaders have yet recognized. A blind 
economic and militaristic nationalism has been reeking its will 
on the world and the appalling consequences are felt in every 
household. Unemployment not only destroys material values; it 
attacks human values. 

We have been defying economic law. A thousand economists 
warned the President and Congress that the Hawley-Smoot tariff 
bill was fundamentally wrong, but the bill was passed. Other 
nations followed our lead. Economic warfare has been raging 
throughout the world. It has been nearly as ruinous as military 
warfare, A reversal of policy is now generally recognized as 
necessary. 

THE ECONOMIC DEPENDENCE OF THE UNITED STATES 

We must establish beyond peradventure of a doubt this central 
fact of the world’s economic unity. The research department of 
the National Council for Prevention of War has prepared an eco- 
nomic survey of our dependence upon other countries, both by 
States and cities and by industries. I will quote from the study 
by industries, since it is the more dramatic of the two. 

Our automobile industry is generally regarded among us as 
peculiarly American. Yet our automobile industry depends upon 
18 countries for essential materials that go into the automobile. 
From Algeria and Spain comes cork; from Asia Minor, mohair; 
from Australia, molybdenum; from Bolivia and Borneo, tin; from 
Borneo and Brazil, rubber; from Brazil and Russia, manganese; 
from Canada, nickel, as well as arsenic, an ingredient of the 
glass; from China, more molybdenum, which is used in giving 
hardness to steel, and tungsten; from France, aluminum and 
talc; from India, shellac; from New Caledonia, chrome; from Peru, 
vanadium; and so on. Some of these imported materials could 
be obtained, though at a higher cost, in the United States, and 
some of the essential ones do not exist here. But the net result 
is that our automobile is in reality a world automobile, which 
our factories put together. 

The same situation holds for practically all our important 
industries. Our clothing industry uses imported materials from 
21 countries. Even the buttons come mostly from abroad. Our 
electrical industry depends upon 17 countries for its raw materials. 
Our furniture industry uses imported materials from 25 countries, 
our leather industry from 22, our hardware industry from 25, our 
drug and tobacco industries from 27, our stationery-supplies 
industry from 24. Our grocers sell imported foodstuffs from 21 
countries or more. A simple little luncheon was set upon the 
table recently in Tacoma, Wash., the ingredients of which came 
from 24 countries, Our radio industry uses imported materials 
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from 18 countries and our telephone instrument contains material 
from 15 countries. There are those who have thought that 
building a spiritual tariff wall, if one may so term it, on top of 
our present material tariff walls with a “buy American” cam- 
paign would improve our condition. This cam comes a cen- 
tury too late. If we were willing to give up our telephone, our 
radios, our electric lights, our automobiles, a large share of the 
contents of our tables and of our clothing, and go back to the sim- 
plicity of the log cabin and homespun days, we might be success- 
ful in buying American.“ But we are not looking toward such 
a lowering of our standards of living. We want rather to improve 
them. 
OUR EXPORT TRADE TELLS THE SAME STORY 

Our economic nationalists have been inclined to tell us that a 
reduction of 10 percent in our production would make us self- 
contained. It is true that in dollars our exports have been approxi- 
mately one tenth of our production, but they are unevenly dis- 
tributed. Fifty percent of our cotton was exported in 1929 and it 
ranges around that figure every year. No one can expect the 
Southern States to reduce their cotton production 50 percent in 
an attempt to produce nationally only what we consume. 

In the same year 41 percent of our tobacco was exported, 33 
percent of our lard, 18 percent of our wheat, 36 percent of our 
copper, 35 percent of our kerosene, 31 percent of our lubricating oil. 

The same is true of our machinery. Twenty-three percent of 
our agricultural machinery was exported that year; 29 percent of 
our printing machinery; 30 percent of our sewing machines; 41 
percent of our typewriters; 50 percent of our motorcycles. 

Even the machine with which “Buy British” is stamped upon 
the letters of cur English friends in a similar campaign is made 
in America. “Buy American” is printed by the Hearst press 
largely on paper made from Canadian wood pulp. The world is 
the economic unit; and if we wish to maintain and improve our 
present standards of living, the world will be the economic unit 
increasingly as the years unroll. The frank acceptance of this 
central fact must be the background of the Roosevelt foreign 
Policies, just because escape from our present economic condi- 
tions is the primary task that we have laid upon the new ad- 
ministration. 


HOOVER'S “ THREE ROADS” TO RECOVERY 


President Hoover in his valedictory address in New York on 
February 13, in what seemed to me to be a generous and patriotic 
preparation for his successor, pointed the way to a policy of inter- 
national cooperation with tariff reduction, which makes non- 
partisan support of the Roosevelt p easy. Mr. Hoover said: 

“Daily it becomes more certain that the next great constructive 
step in remedy of the illimitable human suffering from this de- 
pression lies in the international field. * * + 

“The American people will soon be at the fork of three roads. 
The first is the highway of cooperation among nations, thereby 
to remove the obstructions to world consumption and rising 
prices. This road leads to real stability, to expanding standards of 
living, to a resumption of the march of progress by all peoples. 
It is today the immediate road to relief of agriculture and unem- 
ployment, not alone for us but the entire world. 

“The second road is to rely upon our high degree of national 
self-containment, to increase our tariffs, to create quotas and 
discriminations, and to engage in definite methods of curtailment 
of production of agricultural and other products, and thus to 
secure a larger measure of economic isolation from world in- 
fluences. It would be a long road of readjustments into unknown 
and uncertain fields. But it may be necessary if the first way out 
is closed to us. Some measures may be necessary pending coopera- 
tive conclusions with other nations. 

“The third road is that we inflate our currency, consequently 
abandon the gold standard, and with our depreciated currency 
attempt to enter a world economic war, with the certainty that 
leads to complete destruction, both at home and abroad.” 


1. REDUCTION OF TARIFFS BY INTERNATIONAL AGREEMENT 


Having built now our solid foundation, we are in position to 
rear the su cture; and first comes reduction of tarifs by 
international agreement, removing the first of what President 
Hoover calls “the obstructions to world consumption.” Every 
nation has surrounded itself with a tarif wall as if it were a unit. 
But the world is the unit. Tarif walls are competitive. We build; 
they build. There is no winning this race. I remember going once 
for $90 round trip from Portland, Maine, to California. Our rail- 
roads were in a rate war. It profited none of them. No 
more has the economic war of the past few years profited any 
nation. Economic laws are as inexorable as God’s moral laws are. 
You can't defy God in any field and win. Reduction of tariffs, 
first by negotiation with a nation at a time and later in a general 
economic conference, is in the very nature of things the first item 
on the Roosevelt program of permanent recovery. 


2. STABILIZATION OF CURRENCIES 


As a n accompaniment of reduction of tariffs comes 
stabilization of currencies. Fluctuating currencies are a deadly 
foe to international trade. More than 40 nations are off the gold 
standard. Stabilization of currencies is the second necessary item 
in an intelligent program for world recovery. President Roose- 
velt, to improve our economic condition, has the task not only of 
increasing the purchasing power of our own farmers but of in- 
ae — purchasing power and therefore the prosperity of the 
entire wor 
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3. DEBT READJUSTMENT 


It is my belief that Secretary Cordell Hull is right in believing 
that the war debts have been exaggerated among the obstructions 
to world trade. Senator Boram said the same thing last summer 
in Minneapolis. He was probably correct in saying that the out- 
right cancelation of the debts would hardly touch the world- 
wide depression if it were an isolated act. 

But that reduction of the debts is an essential part of a general 
program of world recovery, no one can deny. The shells have been 
fired, the food has been eaten, for which the debts stand. Now 
they constitute a great mountain at one end of what is normally 
a two-way road. We don't want the goods that we should have 
to take, over and above our normal imports, to pay these debts. 

President Roosevelt has indicated that he will use these debts 
in bargaining. Three nations have “nuisances” to trade. We 
have the debts; the British have their depreciated and controlled 
currency; the French, their armaments. President Roosevelt evi- 
dently intends that all three nuisances shall be abated together 
as a part of a general program of world recovery. 

4. DISARMAMENT 


There is no argument against the drastic reduction of the 
world’s present armaments by international agreement. Four 
thousand million dollars a year is too much for the world to be 
spending on what it vainly calls national defense.“ Armaments, 
like tariffs, are competitive. We build; they build. No one can 
win this race any more than one can win a race in tariffs. And 
it has always led to war. 

President Hoover proposed in June a one-third cut in arma- 
ments with abolition of the weapons of attack. He named specifi- 
cally for abolition bombing planes, poison gas, disease germs, 
tanks, heavy mobile artillery, and submarines. 

Other proposals have been made to the Disarmament Confer- 
ence. The latest is that of Prime Minister MacDonald, which 
deals with the reduction of the armies of Western Europe to a 
maximum figure of 200,000 men each, with an extra allowance of 
colonial troops. 

President Roosevelt has recognized the crucial importance of 
success in the reduction of armaments by giving Mr. Norman H. 
Davis the rank of an ambassador and pledging him strong support 
in his efforts. 

Success in reduction of armaments is economically of vital im- 
portance from two standpoints. In the first place, no nation, not 
even the United States, can afford to spend what is now being 
spent upon competitive armies and navies. The United States is 
leading the world in its outlays for national defense, outstripping 
its nearest rival, Great Britain, by more than $100,000,000 a year. 
We need this money now for constructive purposes. 

Still more important economically is the instability that re- 
sults from competitive armaments. Even Mussolini has recognized 
this, and, despite his provoking speeches, he has volunteered to 
join with Great Britain, France, and Germany in guaranteeing the 
peace of Europe for 10 years. He wants Italy to prosper and no 
one knows better than he does that only a stable Europe can 
recover from this depression. 

There is another reason why success in the Disarmament Con- 
ference has become of great importance to all nations. This is 
the fact recently publicly recognized by the British Government, 
that am economic conference cannot succeed unless the Disarma- 
ment Conference succeeds. The powerful interests in whose be- 
half tariffs have been imposed will fight tariff reductions. Success 
at Geneva must precede success at London. 


5. ADHERENCE TO THE WORLD COURT 


Only a stable world can be a prosperous world. Only an organ- 
ized world can be a stable world. If the use of war as a method 
of settling disputes is to be prevented, law must be established in 
its place. This has been the position taken by American states- 
men and by all the American Presidents for 35 years. Ever since 
the American delegation worked at the first Hague conference 
for the setting up of a World Court similar to our Supreme Court. 
International disputes are bound to be frequent in our kind of 
world. Conflicts of interest are inevitable as far as one can see 
ahead into the dark. Our Supreme Court was set up, not after the 
disputes between our States had been settled but as a method of 
settling part of them—that part that is susceptible of judicial 
settlen:ent. 

All political parties in the last campaign endorsed America’s ad- 
herence to the World Court. There is no important opposition to 
it in the country outside the Hearst press. Few Senators now 
oppose it. It is a step in international cooperation on which the 
country is thoroughly prepared to go forward. 

President Roosevelt has already indicated, through Senator 
Rosinson of Arkansas, that he includes adherence to the World 
Court in his program of world recovery to be adopted at this 
session. The stabilizing effect of our adding our full moral sup- 
port now to this branch of the international-peace machinery will 
be obvious to anyone who reads the newspapers. It is reasonable 
to hope that this long-drawn-out fight is to be pushed by the 
President to an early conclusion. A successful vote under his 
leadership is assured. 


6. RECOGNITION OF RUSSIA 


Frequent rumors are coming from Washington to the effect that 
our Government will soon recognize Russia. This step is long 
overdue. As I said here a year ago, recognition of Russia involves 
no approval of communism. It makes possible, on the other hand, 
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our sitting down with Russia at the table and settling our very 
real differences. 

Secretary Hughes in 1923 laid down three conditions for Russian 
recognition: That Russia pay her governmental debts to us; that 
Russia pay for confiscated American property; and that Russia 
agree to abstain from carrying on communistic propaganda in our 
country. Russia replied at once that she was prepared to negotiate 
with us on this basis, but that she had a little debt of her own to 
present. It was the bill for our illegal expedition to Archangel, 
where for more than a year we maintained an army without 
declaration of war, killing Russian citizens and destroying Russian 
property. You will remember that a year or so ago we brought 
home the American dead. 

There are three reasons why we should recognize Russia now: 
First, we need Russia's trade. Russia's purchase of American goods 
has fallen off $100,000,000 between 1930 and 1932. Germany and 
Great Britain have got this trade. France and even Italy are trad- 
ing with Russia officially. 

More important than this, however, although this is not unim- 
portant in our present economic condition, is the stabilizing in- 
fluence that our recognition of Russia now would have upon con- 
ditions both in Europe and in the Orient. The reasoning that 
makes it important that we adhere to the World Court applies 
equally to our recognition of Russia. We need a stable world in 
which to recover economically; and for two great nations like 
Russia and the United States to be unable to speak to each other 
encourages chaos and not stability. 

In the third place, we are committed by the Paris Pact to the 
principle of settling all our disputes at the table. Our issues 
with Russia can be settled by negotiation. They can never be 
settled by the methods which we have been pursuing. 

It is strongly to be hoped, therefore, that the rumors that our 
policy toward Russia is to be reversed in the near future are 
justified. 

7. AMENDMENT OF THE PHILIPPINE INDEPENDENCE BILL 


The Filipinos hope to secure improvements in the Philippine 
independence bill which Congress passed in the last session over 
President Hoover's veto. Have you read the Philippine independ- 
ence bill? If you have, I believe that you will agree with me 
that it can be amended with advantage in certain particulars. I 
will venture to suggest three. 

In the first place, in preparing our ward to go into business 
for itself, we certainly want at least to be just and if possible 
generous in the financial arrangements. When you examined the 
tariff relations that are to subsist between the Philippines and 
the United States during the next 10 years or more, you were un- 
doubtedly aware of the fact that the program is more favorable 
to us than to the Philippines. In other words, we have taken 
advantage of our power in a manner that, I believe, does not ex- 

the true spirit of the American people. Ought we not, 
rather, to make the tariff arrangements equitable and reciprocal, 
as we shall undoubtedly try to do with other nations in the ap- 
proaching Economic Conference? This is my first on. 

In the second place. did you observe the inconsistency of re- 
serving a naval and military base for ourselves after independence 
has been granted, with the provision for the neutralization of the 
islands under a guaranty from the Pacific powers? If the Philip- 
pines are to be neutralized, as I hope they will, then we can have 
no naval base there. 

Moreover, our present naval base in the Philippines is, as every 
Navy man on the coast will tell you, quite inadequate for their 
protection from a power like Japan. In the Washington Treaty 
of 1922 we gave up further fortification of the Philippines or of 
Guam in the interest of peace and general reduction of naval 
armaments. Japan could capture the Philippines tomorrow if she 
wanted to and we could not prevent it. An inadequate naval base 
is more dangerous, both for the Philippines and for us, than none 
at all. Its capture by Japan would probably involve both the 
United States and the Philippines in another war for “ national 
honor.” 

For these reasons, both because of its inconsistency with neu- 
tralization and because of its inherent danger, this provision for a 
naval base ought to be eliminated from the bill. 

In the third place, we are allowing the Philippines an immigra- 
tion quota of 50 a year during the period of tutelage and then 
are cutting them off entirely. Wouldn't it be better to continue 

ntly the quota of 50? We hope to retain the good will 
of the Philippines after letting them go and to continue our trade 
with them in the happiest of relations throughout all future time. 
Is it good business sense, not to stay friendly, to slap their faces 
when we bid them good-bye? In my judgment, it would be far 
better in every way if Japan and China, as well as the Philippines, 
were permitted their small immigration quotas of 186 and 100 a 
year, respectively, instead of suffering exclusion. 

8. OUR POLICY TOWARD JAPAN'S ACTION IN MANCHURIA 

It is generally understood that President Roosevelt will continue 
the policy which President Hoover inaugurated toward Japan’s 
action in Manchuria, involving nonrecognition of any situation 
growing out of a violation of the Paris Pact and consultation 
with the other signatories of the pact when faced with the viola- 
tion or the threat of its violation. In pursuance of this policy 
the President has appointed Hugh Wilson to sit with the Com- 
mittee of Twenty-one, though without a vote, in the consultations 
as to possibilities of common action. 

Secretary Stimson, in a prophetic speech which he made on 
August 8, 1932, before the Council on Foreign Relations in New 
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York City, spoke of the “revolutionary” change in human 
thought that has taken place toward the war system as evidenced 
by the Covenant of the League of Nations and the Paris Pact, 
and then continued: 

“War between nations was renounced by the signatories of 
the Briand-Kellogg Treaty. This means that it has become illegal 
throughout practically the entire world. It is no longer to be 
the source and subject of rights. It is no longer to be the 
principle around which the duties, the conduct, and the rights 
of nations revolve. It is an illegal . Hereafter when two 
nations engage in armed conflict either one or both of them must 
be wrongdoers, violators of this general treaty law. We no longer 
draw a circle about them and treat them with the punctilios of 
the duelist’s code. Instead we denounce them as lawbreakers.“ 

Secretary Stimson, later in the same speech, dated the turning 
point in the world’s history as October 1929, when President 
Hoover and Ramsay MacDonald declared in a joint statement that 
the United States and Great Britain will direct their national 
policies in accordance with the Paris Pact. This passage in 
Secretary Stimson’s speech reads as follows: 

“In October 1929 President Hoover joined with Mr. Ramsay 
MacDonald, the Prime Minister of Great Britain, in a joint state- 
ment at the Rapidan, in which they declared: 

“t+ ©% Both our Governments resolve to accept the peace 
pact, not only as a declaration of good intentions but as a positive 
obligation to direct national policy in accordance with its pledge.’ 

“That declaration marked an epoch.” 

There is no doubt that the decision of the two most powerful 
countries to live by the Paris Pact is of outstanding importance to 
the future history of the world. But a more dramatic expression 
of the revolution that has taken place in the world’s thinking 
about war occurred on February 24 at Geneva. Your children’s 
children’s children will study in their history textbooks the story 
of that day. 

After full preparation, after sending an impartial commission to 
Manchuria, Japan, and China to report authoritatively on the 
facts and to make recommendations, a report that was received 
throughout the world, except in Japan and China, as both just 
and wise; after a Committee of Nineteen had built a report on that 
report, in which Japan was found guilty of this “illegal thing”, 
going to war, and thus violating her international obligations, a 
report which was broadcast from the League of Nations radio sta- 
tion to all peoples; then that great town meeting of the world, 
the Assembly of the League of Nations, met to take action. 

More than 40 nations were present. Japan was there, on trial 
among her peers. A roll call was demanded. The yote, mind you, 
was on the adoption of this report of the Committee of Nineteen, 
finding Japan guilty of this “illegal thing”, going to war. The 
votes came, strong and without hesitation: “Aye”, “aye”, “oui”, 
“oui”, “aye.” Forty nations yoted “yes.” Siam, for her own 
reasons, abstained from voting. Japan voted “no”, but her vote 
was not counted because she was a party to the dispute. Then, 
found guilty by her peers, guilty of going to war and, therefore, 
of violating her international obligations, and unwilling to accept 
the good offices of her colleagues for the peaceful settlement of 
her disputes with China, Japan walked out alone into the dark. 

Her guns have gone on thundering in Jehol, but they have a 
hollow sound. For Japan, even more than for us, the world is 
the economic unit. She can win against China on the military 
front, but she can never win against the world on the economic 
front. It is not a time for the use of drastic measures against 
Japan. As Walter Lippmann said in his illuminating column next 
day, the world can afford to wait better than Japan can. She 
will need the help of these nations whose good offices she has 
spurned. She will learn, as the French learned in the Ruhr dis- 
trict and as we learned in Nicaragua, that trade is not advanced by 
the bayonet. China’s good will is essential to Japan’s economic 
recovery. Militarists are driving Japan toward economic ruin. By 
and by wiser leaders are going to restore her to the only sane path 
for any nation today—the highway of international cooperation. 

President Roosevelt was wise in not making our foreign policies 
a subject of campaign controversy. He thus left himself free to 
follow, as he is following, the course laid down by the previous 
administration of maintaining the sanctity of international obliga- 
tions as the only possible basis of continuing peace. 

SUMMARY 

Summing up, the old order was based on the preposition 
e . We built tariff walls “against” the rest. We armed 
“ against” the rest. We sought our prosperity at the expense of 
the rest. We sought national security against that of the rest. 
The consequences of our folly are all about us. 

The slogan of the new order is the preposition “with.” We 
must work with the rest to lower our tariff walls and to reduce 
by agreement our intolerable and menacing armaments, to achieve 
a joint prosperity and joint security. 

Not by warfare, military or economic, but only by cooperation 
can we build a nobler, happier, richer civilization. 


SALARY SCHEDULES OF BANKS, RAILROADS, PUBLIC UTILITIES, ETC. 


Mr. COSTIGAN. Mr. President, I ask unanimous consent 
for the immediate consideration of a resolution which is 
lying on the table, being Senate Resolution 75, as modified. 

The VICE PRESIDENT. The Senator from Colorado asks 
unanimous consent for the consideration of a resolution, 
which the clerk will read for the information of the Senate. 
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The Chief Clerk read the resolution (S.Res. 75) submitted 
by Mr. Costican on the 8th instant, as modified, as follows: 

Resolved, That the Federal Reserve Board is requested to prepare 
and transmit to the Senate as soon as practicable a report show- 
ing the salary schedule of the executive officers and directors of 
each Federal Reserve bank and member bank of the Federal 
Reserve System; be it further 

Resolved, That the Reconstruction Finance Corporation is re- 
quested to prepare and transmit to the Senate as soon as prac- 
ticable a report showing the salary schedule of the executive 
officers and directors of each bank not a member of the Federal 
Reserve m to which loans or advances have been made by the 
Corporation; be it further 

Resolved, That the Federal Power Commission is requested to 
prepare and transmit to the Senate as soon as practicable a report 

showing the salary schedule of the executive officers and directors 
of each public-utility corporation engaged in the transportation of 
electrical energy in interstate commerce and of all other corpora- 
ae licensed under the Federal Water Power Act; and be it 
urther 

Resolved, That the Federal Trade Commission is requested to 
prepare and transmit to the Senate as soon as practicable a report 
showing the salary schedule of the executive officers and directors 
of each corporation engaged in interstate commerce (other than 
public-utility corporations) having capital and/or assets of more 
than a million dollars in value, whose securities are listed on the 
New York Stock Exchange or the New York Curb Exchange. 

For the purposes of this resolution the term “salary” includes 
any compensation, fee, bonus, commission, or other payment, 
direct or indirect, in money or otherwise, for personal services. 

The VICE PRESIDENT. Is there objection to the present 
consideration of the resolution? 

Mr. McNARY. Mr. President, a number of Senators have 
left the Chamber upon the theory that no further business 
would be transacted today other than executive business. 
Very few, I think, have had an opportunity to read the reso- 
lution. I do not know whether there would be any opposi- 
tion to it; but, in view of the situation which I have just 
suggested, I shall have to object to its present consideration. 

Mr. COSTIGAN. Mr. President, may I ask that the reso- 
lution, in its modified form, be printed in the Recorp? 

The VICE PRESIDENT. The resolution has been read as 
modified and will appear in the Recorp. Objection is made 
to its present consideration. 


WORLD POLITICAL AND ECONOMIC PEACE (H.DOC. NO. 36) 


The VICE PRESIDENT laid before the Senate a message 
from the President of the United States, which was read, and, 
with the accompanying paper, referred to the Committee on 
Foreign Relations and ordered to be printed, as follows: 


To the Congress: 

For the information of the Congress I am sending here- 
with a message that I have addressed this morning to the 
sovereigns and presidents of those nations participating in 
the Disarmament Conference and the World Monetary and 
Economic Conference. 

I was impelled to this action because it has become in- 
creasingly evident that the assurance of world political and 
economic peace and stability is threatened by selfish and 
short-sighted policies, actions, and threats of actions. 

The sincere wish for this assurance by an overwhelming 
majority of the nations faces the danger of recalcitrant 
obstruction by a very small minority, just as in the domestic 
field the good purposes of a majority in business, labor, or in 
other cooperative efforts are often frustrated by a selfish 
few. 

The deep-rooted desire of Americans for better living con- 
ditions and for the avoidance of war is shared by mass 
humanity in every country. As a means to this end I have, 
in the message to the various nations, stressed the practical 
necessity of reducing armaments. It is high time for us 
and for every other nation to understand the simple fact 
that the invasion of any nation or the destruction of a 
national sovereignty can be prevented only by the complete 
elimination of the weapons that make such a course possible 
today. 

Such an elimination will make the little nation relatively 
more secure against the great nation. 

Furthermore, permanent defenses are a nonrecurring 
charge against governmental budgets, while large armies 
continually rearmed with improved offensive weapons con- 
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stitute a recurring charge. This more than any other factor 
today is responsible for governmental deficits and threatened 
bankruptcy. 

The way to disarm is to disarm. The way to prevent in- 
vasion is to make it impossible. 

I have asked for an agreement among nations on four 
practical and simultaneous steps: 

First. That through a series of steps the weapons of offen- 
Sive warfare be eliminated. 

Second. That the first definite step be taken now. 

Third. That while these steps are being taken no nation 
shall increase existing armaments over and above the limita- 
tions of treaty obligations. 

Fourth. That subject to existing treaty rights no nation 
during the disarmament period shall send any armed force 
of whatsoever nature across its own borders. 

Our people realize that weapons of offense are needed only 
if other nations have them, and they will freely give them 
up if all the nations of the world will do likewise. 

In the domestic field the Congress has labored in sympa- 
thetic understanding with me for the improvement of social 
conditions, for the preservation of individual human rights, 
and for the furtherance of social justice. 

In the message to the nations which I herewith transmit, 
I have named the same objectives. It is in order to assure 
these great human values that we seek peace by ridding the 
world of the weapons of aggression and attack. 

FRANKLIN D. ROOSEVELT. 

Tue WHITE HovseE, May 16, 1933. 

May 16, 1933. 

The following message was cabled today to the sovereigns 
and presidents of the nations listed below: 

His Majesty Zog I, King of the Albanians, Tirana, Albania. 

His Excellency Agustin P. Justo, President of the Argen- 
tine Nation, Buenos Aires, Argentina. 

His Excellency Wilhelm Miklas, President of the Confeder- 
ation of Austria, Vienna, Austria. 

His Majesty Albert, King of the Belgians, Brussels, 
Belgium. 

His Excellency Getulio Vargas, President of the United 
States of Brazil, Rio de Janeiro, Brazil. 

His Excellency Enrique Olaya Herrera, President of the 
Republic of Colombia, Bogota, Colombia. 

His Excellency Daniel Salamanca, President of Bolivia, 
La Paz, Bolivia. 

His Majesty Boris III, King of the Bulgarians, Sofia, 
Bulgaria. 

His Excellency Arturo Alessandri, President of the Repub- 
lic of Chile, Santiago, Chile. 

His Excellency Ricardo Jimenez, President of Costa Rica, 
San Jose, Costa Rica. 

His Excellency Lin Sen, President of the National Govern- 
ment of the Republic of China, Nanking, China. 

His Excellency Gerardo Machado, President of the Repub- 
lic of Cuba, Habana, Cuba. 

His Excellency Thomas G. Masaryk, President of Czecho- 
slovakia, Praha, Czechoslovakia. 

His Majesty Christian X, King of Denmark, Copenhagen, 
Denmark. 

His Excellency Rafael Leonidas Trujillo, President of the 
Dominican Republic, Santo Domingo, Dominican Republic. 

His Excellency Juan de Dios Martinez Mira, President of 
the Republica of Ecuador, Quito, Ecuador. 

His Majesty Fouad I, King of Egypt, Cairo, Egypt. 

His Excellency Konstantin Pats, Head of State, Tallinn, 
Estonia. 

His Imperial Majesty Haile Selassie I, Emperor of Ethi- 
opia, Addis Ababa, Ethiopia. 

His Excellency Pehr Evind Svinhufvud, President of 
Finland, Helsingfors, Finland. 

His Excellency M. Albert Lebrun, President of the French 
Republic, Paris, France. 

His Excellency Field Marshal Paul von Beneckendorff und 
von Hindenburg, President of the Reich, Berlin, Germany. 
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His Majesty George V, King of Great Britain, Ireland, 
and the British Dominions Beyond the Seas, Emperor of 
India, etc., London, England. 

His Excellency Alexander Zaimis, President of the Hel- 
lenic Republic, Athens, Greece. 

His Excellency Jorge Ubico, President of the Republic of 
Guatemala, Guatemala, Guatemala. 

His Excellency Stenio Vincent, President of Haiti, Port- 
au-Prince, Haiti. 

His Serene Highness Admiral Nicholas De Horthy, Regent 
of the Kingdom of Hungary, Budapest, Hungary. 

His Excellency Tiburcio Carias A., Constitutional President 
of the Republic of Honduras, Tegucigalpa, Honduras. 

His Majesty Faisal I, King of Iraq, Baghdad, Iraq. 

His Majesty Victor Emanuel III, King of Italy, Rome, 
Italy. 

His Majesty Hirohito, Emperor of Japan, Tokyo, Japan. 

His Excellency Alberts Kviesis, President of the Republic 
of Latvia, Riga, Latvia. 

His Excellency Antanas Smetona, President of the Repub- 
lic of Lithuania, Kaunas, Lithuania. 

Her Royal Highness Charlotte, Grand Duchess of Luxem- 
bourg, Luxembourg, G.D. 

His Excellency General Abelardo L. Rodriguez, President 
of the United Mexican States, Mexico City, Mexico. 

Her Majesty Wilhelmina, Queen of the Netherlands, The 
Hague, Netherlands. 

His Excellency Juan B. Sacasa, President of the Republic 
of Nicaragua, Managua, Nicaragua. 

His Majesty Haakon VII, King of Norway, Oslo, Norway. 

His Exellency Harmodio Arias, President of Panama, Pan- 
ama, Panama. 

His Excellency Eusebio Ayala, President of the Republic 
of Paraguay, Asuncion, Paraguay. 

His Imperial Majesty Reza Shah Pahlevi, Shah of Persia, 

His Excellency Ignace Moscicki, President of the Re- 
public of Poland, Warsaw, Poland. 

His Excellency General Oscar Benavides, President of 
Peru, Lima, Peru. 

His Excellency General Antonio Oscar de Fragoso Car- 
mona, President of the Republic of Portugal, Lisbon, Portu- 


gal. 

His Majesty Carol II, King of Rumania, Bucharest, Ru- 
mania. 

President Michail Kalinin, All Union Central Executive 
Committee, Moscow, Russia. 

His Majesty Prajadhipok, King of Siam, Bangkok, Siam. 

His Excellency Alcala Zamora, President of the Spanish 
Republic, Madrid, Spain. 

His Majesty Gustaf V, King of Sweden, Stockholm, 
Sweden. 

His Excellency Edmond Schulthess, President of the 
Swiss Confederation, Berne, Switzerland. 

His Excellency Gazi Mustafa Kemal, President of the 
Turkish Republic, Ankara, Turkey. 

His Excellency Gabriel Terra, President of the Republic 
of Uruguay, Montevideo, Uruguay. 

His Excellency Juan V. Gomez, President of the United 
States of Venezuela, Caracas, Venezuela. 

His Majesty Alexander I, King of Yugoslavia, Belgrade, 
Yugoslavia. 

THE MESSAGE 

A profound hope of the people of my country impels me, 
as the head of their Government, to address you and, 
through you, the people of your nation. This hope is that 
peace may be assured through practical measures of dis- 
armament and that all of us may carry to victory our 
common struggle against economic chaos. 

To these ends the nations have called two great world 
conferences. The happiness, the prosperity, and the very 
lives of the men, women, and children who inhabit the 
whole world are bound up in the decisions which their gov- 
ernments will make in the near future. The improvement 
of social conditions, the preservation of individual human 
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rights, and the furtherance of social justice are dependent 
upon these decisions. 

The World Economic Conference will meet soon and must 
come to its conclusions quickly. The world cannot await 
deliberations long drawn out. The conference must estab- 
lish order in place of the present chaos by a stabilization 
of currencies, by freeing the flow of world trade, and by 
international action to raise price levels. It must, in short, 
supplement individual domestic programs for economic re- 
covery, by wise and considered international action. 

The Disarmament Conference has labored for more than 
a year and, as yet, has been unable to reach satisfactory 
conclusions. Confused purposes still clash dangerously. Our 
duty lies in the direction of bringing practical results 
through concerted action based upon the greatest good to 
the greatest number. Before the imperative call of this 
great duty, petty obstacles must be swept away and petty 
aims forgotten. A selfish victory is always destined to be 
an ultimate defeat. The furtherance of durable peace for 
our generation in every part of the world is the only goal 
worthy of our best efforts. 

If we ask what are the reasons for armaments, which, in 
spite of the lessons and tragedies of the World War, are 
today a greater burden on the peoples of the earth than ever 
before, it becomes clear that they are twofold: First, the 
desire, disclosed or hidden, on the part of governments to 
enlarge their territories at the expene of a sister nation. 
I believe that only a small minority of governments or of 
peoples harbor such a purpose. Second, the fear of nations 
that they will be invaded. I believe that the overwhelming 
majority of peoples feel obliged to retain excessive arma- 
ments because they fear some act of aggression against them 
and not because they themselves seek to be aggressors. 

There is justification for this fear. Modern weapons of 
offense are vastly stronger than modern weapons of defense. 
Frontier forts, trenches, wire entanglements, coast de- 
fenses—in a word, fixed fortifications—are no longer im- 
pregnable to the attack of war planes, heavy mobile artillery, 
land battleships called “ tanks ”, and poison gas. 

If all nations will agree wholly to eliminate from posses- 
sion and use the weapons which make possible a successful 
attack, defenses automatically will become impregnable and 
the frontiers and independence of every nation will become 
secure. 

The ultimate objective of the Disarmament Conference 
must be the complete elimination of all offensive weapons. 
The immediate objective is a substantial reduction of some 
of these weapons and the elimination of many others. 

This Government believes that the program for immediate 
reduction of aggressive weapons, now under discussion at 
Geneva, is but a first step toward our ultimate goal. We do 
not believe that the proposed immediate steps go far enough, 
Nevertheless, this Government welcomes the measures now 
proposed and will exert its influence toward the attainment 
of further successive steps of disarmament. 

Stated in the clearest way, there are three steps to be 
agreed upon in the present discussions: 

First. To take, at once, the first definite step toward this 
objective, as broadly outlined in the MacDonald plan. 

Second. To agree upon time and procedure for taking the 
following steps. 

Third. To agree that while the first and the following steps 
are being taken no nation shall increase its existing arma- 
ments over and above the limitations of treaty obligations. 

But the peace of the world must be assured during the 
whole period of disarmament, and I, therefore, propose a 
fourth step concurrent with and wholly dependent on the 
faithful fulfillment of these three proposals and subject to 
existing treaty rights: 

That all the nations of the world should enter into a 
solemn and definite pact of nonaggression. That they should 
solemnly reaffirm the obligations they have assumed to limit 
and reduce their armaments and, provided these obligations 
are faithfully executed by all signatory powers, individually 


1933 


agree that they will send no armed force of whatsoever 
nature across their frontiers. 

Common sense points out that if any strong nation refuses 
to join with genuine sincerity in these concerted efforts for 
political and economic peace—the one at Geneva and the 
other at London—progress can be obstructed and ultimately 
blocked. In such event the civilized world, seeking both 
forms of peace, will know where the responsibility for failure 
lies. I urge that no nation assume such a responsibility, and 
that all the nations joined in these great conferences trans- 
late their professed policies into action. This is the way to 
political and economic peace. 

I trust that your Government will join in the fulfillment 
of these hopes. 

FRANKLIN D. ROOSEVELT. 


TAX-FREE CITIES, ETC.—ARTICLE BY LOUIS BARTLETT 


Mr. DILL. Mr, President, I ask unanimous consent to 
have printed in the Recorp an article by Louis Bartlett, 
appearing in the Nation of May 17, 1933, entitled “ Tax-Free 
Cities—Public Profits from Municipal Power.” 

There being no objection, the article was ordered to be 
printed in the Recorp, as follows: 


[From the Nation, May 17, 1933] 
TAX-FREE CITIES—PUBLIC PROFITS FROM MUNICIPAL POWER 
By Louis Bartlett 


Eighty-four cities in the United States levy no taxes, yet per- 
form all the functions of ordinary cities, and keep out of debt. 
There is nothing extraordinary in their location or natural ad- 
vantages; they pay operating expenses, as many efficient factories 
do, from their by-products, and they keep expenses down by cut- 
ting out waste. These cities range in population from a few hun- 
dred to over 20,000, and are located in 16 States. Oklahoma has 
55; Kansas, 7; Indiana, 3; Michigan, Iowa, Minnesota, Wisconsin, 
and Nebraska, 2 each; and Georgia, Texas, Vermont, Idaho, Wash- 
ington, New York, New Jersey, and Wyoming, 1 each. It sounds 
too good to be true, but the fact is stubborn; these cities levy 
no taxes, yet they are efficiently run and furnish the services— 
police and fire protection, streets, sewers, and schools—that well- 
Managed modern towns need. 

How is this possible, when most American cities are reducing 
salaries, cutting down improvements, neglecting upkeep, and at 
the same time struggling under a load of taxes in many cases too 
heavy to bear, as the delinquency lists show? The answer is 
simple. These cities use the profits from the sale of municipal 
water, gas, and electricity, which would otherwise go to private 
companies, to carry on police, educational, and other nonrevenue- 
producing services. In reality what citizens pay for public-utility 
services is a tax; but we are not used to calling it that, because 
it is not paid at the city hall twice a year, but is turned over 
monthly to private companies which make a profit out of the 
transaction. More people pay for water, gas, and electricity than 
for the support of city, county, State, and National Governments; 
and they pay far more for these services than they pay in taxes 
to any governmental unit. To illustrate: In California the cost 
of the State government for the current year is $126,000,000; gas 
and electric bills alone amount to $188,000,000, or nearly 50 percent 
more. City governments in California cost $145,000,000 and county 
governments $123,000,000. If the cost of water, telephone, and 
transportation were added to the $188,000,000, the disproportion 
would be much greater. No study of taxation, therefore, is com- 
plete if it omits consideration of what is paid for essential sery- 
ices which are furnished by a duly licensed monopoly, in other 
words, by a public-utility company. Necessary services, such as 
the supplying of bread under a competitive system, are, of course, 
in a different category. 

Do we pay a fair price for our gas and electricity? Are the 
private utility companies honest and efficient? Ask the stock- 
holder in the Insull holding companies. He knows. So do the 
stockholders of most utility companies. Their stocks are being 
put through the wringer, and they are realizing that, with the 
water squeezed out, little remains. The first issuance of these 
so-called “securities” was a fraud on the public. But tons of 
paper and ink are still used to tell the world that the private 
companies which admittedly were dishonest in their stock deal- 
ings are honest and efficient in the management of their 
erties; that consumers receive from them good service at a fair 

rice. 

But the fact that cities owning their own systems get equally 
good service at lower rates will not down. Sometime ago Senator 
Norets introduced a graph into the CONGRESSIONAL RECORD Show- 
ing that the average rate for domestic electric service in 24 Amer- 
ican cities over a period of 16 years was 7.4 cents per kilowatt- 
hour, while during the same period in Ontario, Canada, the average 
for 21 cities was 1.6 cents per kilowatt-hour. Since this study was 
made, prices under both public and private ownership have been 
reduced, but in about the same ratio. 

Ambassador Frederick Sackett told the World Power Conference 
in Germany 2 years ago that there was something wrong with an 
industry that sold its product for 15 times its original cost. 
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Two thousand cities which own and distribute their own electric 
power have discovered what is wrong—the companies make exces- 
sive profits which they hide from the public in a maze of holding 
companies, fictitious capitalization, and juggled bookkeeping that 
would make the Cretan labyrinth look like a 4-track highway. 
And in order to keep people deluded, they employ all the arts of 
the propagandist and keep in pleasant personal touch with the 
leaders in every community—at the ratepayers’ expense. 

An interesting disclosure of how it is done came out recently 

in a rate hearing before the California Railroad Commission, when 
the San Joaquin Light & Power Co. was forced to give in detail all 
the items charged to its “operating expenses.” It paid the fol- 
lowing club dues and expenses for its employees: 22 in the Com- 
mercial Club, 5 in the Exchange Club, 4 in the Rotary Club, 1 
in the Round Table, 5 in the Lions Club, 3 in the Bakersfield 
Club (outside of the territory it serves), 1 in the Optimists Club, 
4 in the Engineers Club, 3 in the University-Sequoia Club, 1 in 
the Business Men's Club, 1 in the Petroleum Club, 1 in the 
Kiwanis Club, 4 in the Fresno City Farm Center, 7 in the Ad 
Club, 1 in the American Legion, 1 in the Dairymen’s Club, 1 in 
the Press Club. And besides being a member of many of these 
clubs, the president of the company which operates in the vicinity 
of Fresno, 200 miles from San Francisco, had the ratepayers pay 
his club dues in the California Club, Commercial Club, Family 
Club, and Bohemian Club of San Francisco, as well as in other 
clubs lumped together under the title “miscellaneous.” One 
wonders when he found the time to earn his salary of $22,900 a 
year. 
No one is louder in the cause of good government than these 
club members; in fact, that is why they are members. They must 
be leaders in their respective communities and see that the towns 
are run “right.” There must be no extravagance in city govern- 
ment; es must be kept down to the minimum. Especially 
in times of depression the pruning shears must be used freely to 
keep taxes down. They form “economy leagues”, ‘ taxpayers’ 
associations”, and similar tions with patriotic titles, and 
enroll many good citizens who innocently think they are working 
for the community. Let us look closely at one of these organi- 
zations. 

California, like other States, must pull in its belt. Since 1931 
its government has been operating with the abandon of a flush 
mining camp and piling up a deficit. There is a legitimate place 
for organizations to study the cost of government and stimulate 
the legislature to reduce taxes. It is no wonder that the State 
Chamber of Commerce and the California Taxpayers Association 
assumed leadership in this direction. When the legislature met, 
the senate appointed a “ fact-finding” committee on the cost of 
government which in 3 weeks made a survey of every department 
of the State government and of many county and city activities, 
and presented 400 bills to the legislature. It seemed a superhuman 
task for a small group, but it developed that they had been 
“assisted by the California Taxpayers Association. According to 
the survey, salaries were to be cut to the bone, consolidations 
and eliminations were to be made, schools were to be curtailed. 
Among other things, the aggregate salaries of the seven supreme 
court justices were to be cut from $77,000 to $56,000, or from an 
average of $11,000 to $8,000 every year. 

But who runs the California Taxpayers Association? Among its 
directors are the heads of the most important public-utility com- 
panies of the State. They want governmental taxes reduced. But 
what about the taxes they themselves collect in gas, electric, tele- 
phone, telegraph, and railway rates? Is this clamor for tax reduc- 
tion a means of diverting attention from their own extravagance? 
One hesitates to say, but the list of salaries of over $5,000 a year 
recently reported to the California Legislature by the railroad 
commission is interesting, to say the least. A. F. Hockenbeamer, 
president of the Pacific Gas & Electric Co., the largest electric 
utility in the State, receives $75,000 a year, or enough to pay the 
Seven salaries of the supreme court, at the figure his “ California 
Taxpayers Association” thinks just, for a period of 1 year and 
4 months; Paul Shoup, president of the Southern Pacific Railway 
Co., listed at $100,000, reported by the press to have been kicked 
upstairs at a salary of $125,000, gets enough to support the entire 
supreme court for 2 years. 

Other presidential salaries reported are: Pacific Telephone & 
Telegraph Co., $60,000; Southern California Gas Co., $50,000; West- 
ern Pacific Railroad, $43,500; Southern California Edison Co., 
$68,500. The total of salaries of over $11,500 paid by the last- 
named company would pay the reduced salaries of the seven 
supreme court justices for 7 years. 

The presidents of these companies are generous to others as 
well. The Pacific Gas & Electric Co. pays 1 salary of $40,000; 
7 of $21,600, 2 of $18,000, 7 more over $11,000—in all, 94 salaries 
over $5,000. The Southern California Edison Co. reports 1 of 
$45,500, 1 of $33,500, 1 of $27,500, 3 more over $15,500, 13 more 
over $11,500—in all, over $5,000. The Southern Pacific Co., in 
addition to 1 salary of $125,000, pays 1 of $36,000, 1 of $35,000, 
2 of $30,000, 2 of $25,000, 2 of $24,000, 1 of $20,000, 2 of $18,000, 
3 of $15,000—in all, 160 over $5,000. 

Even small electric utilities are solicitous for the welfare of their 
presidents. The Vallejo Electric Light & Power Co., generating 
no power and serving a small community, pays $15,000 a year to 
its president, not far from a dollar apiece from every man, woman, 
and child in the town. 

These fine salaries should enable the companies to get the very 
best brains in the community, which should be reflected in good 
service and lower rates to the consumers. Service, in general, is 
good, but rates are another story. Exact comparison of rates is 
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difficult to make, because each company has a policy all its own, 
usually making its rates by adding to a minimum charge a 
price per kilowatt-hour which varies according to the quantity 
used. Such comparisons are not available in all the States, but I 
recently made such a study for the Commonwealth Club of San 
Francisco, published in its Transactions for June 1932. It may 
be said that the private companies’ rates in California are lower 
on the average than those of companies operating elsewhere in 
the United States, though more than twice as high as the rates 
in Ontario, Canada, under public ownership. Twenty-one Cali- 
fornia cities own their own distributing systems, most of them 
buying power wholesale from the private companies. A compari- 
son of domestic rates in these cities for lighting, and 
cooking with those of the Pacific Gas & Electric Co. shows that 
three small towns in the group charge slightly higher rates and 
that all the others charge less. 

For instance, for $1 a month the Pacific Gas & Electric Co. 
gives 13 kilowatt-hours; Los Angeles, Glendale, and Burbank give 
21. For $2 the Pacific Gas & Electric sells 37 kilowatt-hours; Palo 
Alto sells 46, Pasadena 47, Los Angeles 48, and Healdsburg 60; Ot- 
tawa, Ontario, sells 128; and Tacoma, Wash., 130. Much the same 
ratios are found in the amounts of current for domestic use that 
can be bought for $3, $5, or more per month, and apply also for 
energy for commercial lighting and industrial use. Los 
attributes a large part of its industrial growth to its cheap mu- 
nicipal power rates, which had to be met by private competitors. 

These cheaper power rates would hardly justify the cities, how- 
ever, if they caused a deficit which had to be met from taxes. 
That side of the picture should be examined also. Do the cities 
subsidize their electric plants? The report I have cited contains 
exact data on this subject. It was found that after paying all 
operating expenses, depreciation on the investment, interest on 
debt, and so on—all of the items except taxes that the private 
companies pay—the cities made the following net profits per an- 
num: Pasadena 47 percent, Redding 46 percent, Anaheim 46 per- 
cent, Glendale 45 percent, Lodi 38 percent, Healdsburg 37 percent, 
Alameda 35 percent, Riverside 35 percent, Palo Alto 34 percent, 
Roseville 32 percent, Santa Clara 28 percent, Los Angeles 28 per- 
cent. Moreover, the least net profit was 19 percent, in Burbank, 
where the city has not a monopoly and must compete with the 
Southern California Edison Co. In California electric-utility taxes 
average about 10% percent of gross receipts. After that item is 
deducted (for bookkeeping purposes) the cities, operating with 
low-paid management, make from 8% percent net to 3514 percent 
net profit every year, the average being well over 20 percent. 

This theoretical tax allowance of 10% percent has no real sig- 
nificance, however, as all the net profit of the municipal plants 
is used for city purposes. None goes out as dividends. What 
the private companies pay is an involuntary contribution to the 
cost of government, which we call a tax; the profits on operation 
made by the cities are all voluntary contributions for the same 
ends, and remove the necessity for a tax to raise the amount of 
this contribution. These are the sums that make “ tax-free cities.” 
In California there are none such, for the cities have adopted the 
policy of reducing rates and thus giving a wider usefulness to 
electric energy, but as we haye seen, even at the lower rates great 
profits are made. Some statistics gathered just before the crash 
by Bird and Ryan in their book, Public Ownership on Trial, show 
that the net profits of the public electric plants aggregate over 
80 percent of the amount raised by taxation in the same cities. 
The results of later years show substantially the same percentage. 
The net profits of the public plants have suffered less from the 
depression than almost any private business, and their net profits 
are approximately the same as 3 or 4 years ago. Those cities 
which also distribute gas make a comparable showing, so that if 
we add to the profits made from the sale of electricity those to 
be made by selling gas and water and giving telephone service at 
fair rates, the mystery of the tax-free city is solved. 


EXECUTIVE SESSION 


Mr. ROBINSON of Arkansas. Mr. President, I move that 
the Senate proceed to the consideration of executive business. 
The motion was agreed to; and the Senate proceeded to 
the consideration of executive business. 
REPORTS OF COMMITTEES 


The VICE PRESIDENT. Reports of committees are in 
order. 

Mr. DILL. From the Committee on the Judiciary I report 
back favorably for the second time the name of Charles 
Wyzanski, Jr., of Massachusetts, to be Solicitor of Labor. 

Mr. KING. Mr. President, the Senator is not going to 
ask for the confirmation of Mr. Wyzanski at this time? 

Mr. DILL. No; I made no request in connection with the 
report. 

Mr. DILL, from the same committee, also reported back 
favorably the nomination of George E. Hoffman, of Florida, 
to be United States attorney for the northern district of 
Florida. 

Mr. KENDRICK, from the Committee on Public Lands 
and Surveys, reported back favorably the nomination of 
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Fred W. Johnson, of Wyoming, to be Commissioner of the 
General Land Office. 

The VICE PRESIDENT. The nominations will be placed 
on the calendar. 

Are there further reports of committees? If not, the 
calendar is in order. 

THE CALENDAR—THE NAVY 

Mr. ROBINSON of Arkansas. Mr. President, pending 
further consideration of the Acheson case, I ask unanimous 
consent that the routine nominations in the Navy on the 
calendar may be confirmed en bloc. 

The VICE PRESIDENT. Is there objection? The Chair 
hears none, and the nominations are confirmed en bloc. 

UNDER SECRETARY OF THE TREASURY 


The Chief Clerk read the nomination of Dean G. Acheson, 
of Maryland, to be Under Secretary of the Treasury. 

Mr. COUZENS obtained the floor. 

Mr, VANDENBERG. Mr. President, will my colleague 
yield to me? 

Mr. COUZENS. I yield. 

Mr. VANDENBERG. I suggest the absence of a quorum. 

The VICE PRESIDENT. The clerk will call the roll. 

The Chief Clerk called the roll, and the following Senators 
answered to their names: 


Adams Copeland Kendrick olds 
Ashurst Costigan Keyes Robinson, Ark. 
Austin Couzens Robinson, Ind. 
Bachman Cutting La Follette Russell 
Bailey Dickinson Lewis Schall 
Sheppard 
Barbour Dill Lonergan Shipstead 
Barkley Duffy Long Smith 
Black Erickson McAdoo Steiwer 
Bone Fess McCarran Stephens 
Borah Fletcher McGill Thomas, Okla 
Bratton Prazier McKellar Thomas, Utah 
Brown George McNary Townsend 
Bulkley Metcalf Trammell 
Bulow Goldsborough Murphy Tydings 
Byrd Gore Neely Vandenberg 
Byrnes Hale Norris Van Nuys 
Capper Harrison e Wagner 
Caraway Hastings Overton Walcott 
Carey Hatfield Patterson Walsh 
Clark Hayden Pittman Wheeler 
Connally Hebert Pope White 
Coolidge Johnson Reed 


The PRESIDING OFFICER (Mr. Surg in the chair). 
Ninety-one Senators having answered to their names, a 
quorum is present. 

Mr. COUZENS. Mr. President, I dislike very much to 
have to repeat. I dislike to have to listen to Senators who 
say the same thing over and over again. On last Friday 
evening, however, through the insistence of the senior Sen- 
ator from Mississippi [Mr. Harrison], we were required to 
proceed with the consideration of the nomination of Mr. 
Dean G. Acheson for Under Secretary of the Treasury. 
After reviewing the matter for nearly three quarters of an 
hour, we found that we had only 24 Senators present, and 
obviously we could not conclude the nomination that eye- 
ning. Therefore it is apparent that, in all probability, not 
more than 20 or 25 Senators have read or heard the testi- 
mony with respect to the confirmation of Mr. Acheson. 
The testimony was taken by the Committee on Finance. 

I do not intend to repeat all of the arguments I used last 
Friday evening against the confirmation of Mr. Acheson, 
but I do desire to draw to the attention of the Senate the 
testimony that was taken before the Finance Committee. I 
understand that the testimony has not been printed, and 
therefore it is not available, except as it appears in the 
RECORD, 

When Mr. Acheson appeared before the Finance Com- 
mittee, the senior Senator from Mississippi [Mr. HARRISON] 
was presiding, and he said: 

Mr. Acheson, you have been nominated as Under Secretary of 
the , and the committee felt they wanted to look you 
over and might want to ask you some questions. 

Mr. AcHEsoNn. I am delighted to come up, Senator. 

Mr. President, I am going to leave out some of the ques- 
tions and answers that do not seem relevant. 


1933 


Mr. Acheson said: € 


I was born in Connecticut and lived there until after the war. 
Then I came down to Washington as secretary for Mr. Justice 
Brandeis and intended to stay only a short time with him, and 
I stayed 2 years, and then went into Judge Covington’s law firm 
and practiced law ever since. I have lived in Georgetown and 
have a house there. Then I bought this place in Sandy Springs, 
and we live there a little more than half the year. 

Senator Couzens. What was your practice when you were with 
Judge Covington? 

Mr. AcHEson. I have been almost everything, Senator. I think 
we have a considerable tax practice. I myself have done most of 
the international law work. I went with the firm for that pur- 
pose in 1922. Our firm was representing the Norwegian Govern- 
ment in an arbitration with the United States that took pes 
under the old Permanent Court of Arbitration at The Hague, and 
I prepared that case, which took a little over a year, and went to 
The Hague and presented it to the court with Mr. Burling, the 
senior partner. 

Senator Couzens. Have you practiced before the Bureau of In- 
ternal Revenue? 

Mr. AcHESON. Yes, sir; I have been frequently before the Bureau. 

Senator Couzens. Can you name offhand some of your clients? 

Mr. Achso. It is hard to think of them now. Going back- 
ward—I am now representing Mr. James E. Davidson, of Bay City, 
Mich. That is my most recent thing. I was doing that up to a 
tew days ago. Before that I represented Mr. Polk, publisher of 
the 

Senator Couzens. Polk’s Directory? 

Mr. AcHEsoN. Pclk’s Directory. I represented the Bethlehem 
Steel Corporation in a case which originated—no, that did not 
originate in the Bureau. That was in the Court of Claims. These 
things have completely gone out of my mind. 

Senator Couzens. Perhaps you could get a list and give it to 
us later on, if it is more convenient? 

Mr AcHEson. That will be a very simple thing to do, They are 
largely individual taxpayers. There are some corporate taxpayers, 
but not very many. 

Senator Couzens. Are the cases still open or closed? 

Mr. ACHESON. I think there are about three that are still open. 

The CHAIRMAN. Do you recall those cases that are still open? 

Mr. ACHESON. Yes; there may be more than three. The ones 
that are still open are Mr. James Davidson, an estate tax case. 
There is the case of one of the partners of Price Waterhouse, a 
comparatively small one, which is still open. There is the case of 
an individual, Daniel Altland, of Detroit, which is still open. 

Senator Couzens. How did you come to get all of these De- 
troit cases? Most of everything seems to come from Michigan. 

Mr. AcHEson, Mr. Bonchron, who is a partner of Price Water- 
house, has been a friend of mine for a long time, and almost all 
the things he has here he sends to me. 

The CHAIRMAN. Judge Covington, your law partner, was on the 
bench of the Supreme Court of the District here, was he not? 
He was chief justice? 

Mr. Achso. Chief justice; yes, sir. 

Senator BARKLEY. And a former Member of the House? 

Mr. ACHESON. Yes. 

Senator CONNALLY. Was the case you had in Norway these ship- 
ping claims? 

Mr. ACHESON. Yes. 

Senator BARKLEY. These tax cases—are they for refund or are 
they protesting against increased assessments? 

Mr. ACHESON. I think there is only one case for a refund that 
I recall now. That is the case of what was the First National 
Bank of Detroit, in regard to its 1929 and 1930 tax. That has 
now left the Bureau and there will be suit in the district court 
of the United States. The Bureau has assessed the tax finally, the 
tax has been paid, and the next step is a suit for refund. 

Senator Kine. Are any of these dealings that you had, or your 
relations, with the tax department of the Government such that 
they would prove embarrassing to you in the duties of this office? 

Mr. ACHESON. I do not think they would in any way, Senator. 

Senator Couzens. You would have to pass upon the decisions, I 
suppose, that the Bureau might render, since I notice the law 
requires the Treasury to approve those matters, and I suppose the 
Under Secretary—you, as Under Secretary—would have that re- 
sponsibility? 

Mr. AcHEsoNn. I suppose I would in respect to any of the re- 
funds. Cases of additional taxes would not, as I understand it, 
come before me at all. 

5 RExD. Mr. Acheson, what financial experience have you 

Mr. AcHEsoN. I have had practically none, Senator. 

grees REED. Have you made any study of public finances 
at all? 

Mr. AcHESON. None at all. 

The CHAIRMAN. Where did you attend school, Mr. Acheson? 

Mr. AcHEson. I went to Groton School, in Massachusetts, and I 
went to Yale University and the Harvard Law School. 

Senator BARKLEY. Were you an applicant for this place? 

Mr. ACHESON. No, sir; I was not. 

Senator Couzens. Who was your sponsor—Senator Tydings? 


Senator Tres, who was present, said: 


Of course, of course. 
The CHAIRMAN. You said you were not an applicant for it, Mr. 
Acheson? 
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Mr. AcHEsoNn. Not at all. 

The CHAIRMAN. The suggestion came from without? 

Mr. AcHEson, I had absolutely no knowledge of this at all until 
the Secretary asked me to come over and see him; and when I 
went over he asked me if I would do this job for him. 

Senator Couzens. Is your firm also a representative of the Inter- 
national Telephone & Telegraph Co.? 

Mr. ACHESON. Yes; they are. 

Senator Couzens. And Mr. John Marshall is also a member of 
your firm? 

Mr. AcHEson. He is associated with our firm. He is not a mem- 
ber of our firm. 

Senator Couzens. Do you represent in any way the Radio Cor- 
poration of America? 

Mr. ACHESON, I believe that we do, Whether we represent them 
generally or in specific litigation, I don’t know. I myself have 
never had anything to do with those general retainers, and I don’t 
know what goes on exactly. 

There is a suit, I believe, in the Court of Appeals of the District 
of Columbia, and I understand that our firm is representing the 
Radio Corporation there 

Senata Couzens. Do you represent the Van Sweringens in any 
cases 

Mr. AcHEson. Mr. Marshall does. That is his own retainer. My 
firm has nothing to do with that and is not connected with it in 
any way, either sharing in the fees paid or participating in any 
advice. We have no knowledge at all of what is done in that. 

Senator Couzens. You have quite a lot of corporate affiliations, 
do W not? 

Mr. ACHESON. My firm does. 

Senator BARKLEY. Do you represent aay. New York banks that 
are known as “ international bankers” 

Mr Achrsorx. In these recent 8 Judge Covington repre- 
sented the National City Bank. Whether that is an international 
bank or not, I do not know, 

Senator Couzens. I would say it is a very decided international 
bank, according to the testimony before the Committee on Bank- 
ing and Currency. 

5 BakKLET. Does your firm represent J. P. Morgan in any 
way 

Mr. AcHEson. Mr. John Davis represents J. P. Morgan & Co., 
and he occasionally asks Judge Covington for his advice on specific 
questions. We have no general retainer or any specific employ- 
ment by them. 


I want to point out that Mr. Acheson has for many years 
been a partner of Judge Covington, and Judge Covington 
has been an adviser of J. Pierpont Morgan & Co., the Radio 
Corporation of America, the American Telegraph & Tele- 
phone Co., and a great many other corporations and interests 
a list of which I have had printed in the Recor as a result 
of a list submitted to the committee by Mr. Acheson. 

Further on the following occurred: 


Senator CONNALLY. In addition to the duties of the Under Secre- 
tary, as the first assistant to the Secretary, does he have supervision 
over any particular departments over there? 

Mr. AcHEson. I understand, Senator, the things that are directly 
under him are those bureaus that have to do with the public debt. 
I have a very vague idea of what are the duties of an Under Secre- 
tary, but I believe the financing of the Government and anything 
to do with the public debt comes directly under him. 

Senator McApoo. The fiscal bureaus come under the Under 
Secretary, do they not? 

Mr. AcHEsoN. I think there is one Assistant Secretary, Senator 
McApoo, who has charge of the internal revenue and another who 
has the customs. 

Senator McApoo, I know that; but when I was Secretary of the 
Treasury the technical division was the fiscal bureau, so-called, 
and they were particularly in charge of one of the Assistant Secre- 
taries. But since then I think the Department has been reor- 
ganized to some extent, and the Under Secretary having been 
created, I think he is considered as the right arm of the Secretary, 
and he acts generally with reference to all bureaus on all questions 
that arise in the Department. 

Mr. AcHESON, That is my understanding. 

Senator McApoo. And he is practically the Secretary in his 
absence. Isn’t that the jurisdiction you will exercise? 

Mr. Acueson. I think that is about it. 

Senator Krnc. With your understanding of the technique and 
the modus operandi in and of the Treasury Department, would 
you say your duties would be similar to those which were per- 
formed by Ogden Mills? 

Mr. AcHEson. When he was Under Secretary? 

Senator KING. Yes. 

Mr. AcHEson. I presume they would be. 


I want to point out that the Senator from Utah [Mr. 
Krnc] intimated that Mr. Acheson was familiar, in the lan- 
guage of the Senator from Utah, with the modus operandi 
and the technique of the Treasury Department,” and yet in 
answer to a query from the Senator from Pennsylvania [Mr. 
REED], he made the statement that he had no familiarity with 
finance and no familiarity with the Treasury Department. 

I read further from the hearing: 
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pny tor Couzens. Have you ever represented the Insulls in any 
case 

Mr. Achrsox. I don't think we have ever had anything to do 
with the Insulls. 

Senator Couzens. None of your firm has? 

Mr. AcHEson. That is my understanding. 

Senator Couzens. Have you ever represented any of the Kruegers’ 
companies? 

Mr. ACHEsON. Not at all. We have represented the Swedish 
Government. 


very much for coming up, Mr. Acheson. 

Senator Trias. Apart from the fact that Mr. Acheson comes 
from Maryland, I believe you gentlemen will find he will be a 
pleasant surprise in the office. 

I have since been encouraged to withdraw my objection 
to Mr. Acheson on the alleged statement that he is a So- 
cialist, and I assume that is what the Senator from Mary- 
land meant when he said Mr. Acheson would be a pleasant 
surprise. It was apparently thought that would appeal to 
me, and the assumption was based on the theory that he 
had been a former associate of Justice Brandeis, and hav- 
ing, apparently, some of Justice Brandeis’ liberal thoughts, 
it was suggested to some of my friends in the Senate that 
I ought to withdraw my opposition to Mr. Acheson. 

At this point I want to repeat, Mr. President, that nothing 
Iam saying against Mr. Acheson is meant to cast the slight- 
est reflection on him as a man. But, as I said Friday even- 
ing, ever since I have been in Congress I have resisted fill - 
ing the Treasury Department, the very heart of the Gov- 
ernment, with men who had either served special interests 
or would have special-interest connections. 

Mr. President, so far as I can remember there has always 
been a complete coalition in the Treasury Department be- 
tween Democrats and Republicans. Never during all of the 
investigations the special Senate committee made of the 
activities of the Bureau of Internal Revenue were we able 
to get a rise out of the Democrats, and I do not expect now 
that I shall get a rise out of the Republicans by pointing out 
the kind of men who are being placed in the Treasury 
Department. 

Mr. President, when it comes to the management of money 
there is no partisanship. No two men of wealth, either Re- 
publicans or Democrats, ever fought each other seriously. 
Their interests are against it. They are solidified, and there 
is the finest working coalition between all parties when it 
comes to the control of the Treasury Department of the 
United States. 

The Senator from Maryland [Mr. Typrncs] said that Mr. 
Acheson would be a pleasant surprise, and, now that the 
Senator from Maryland is in the Chamber, I assume he is 
going to tell us why he is to be a pleasant surprise; and I 
want to apologize to the Senator for going ahead Friday 
evening when he was not here, but I did so upon the in- 
sistence of the Chairman of the Committee on Finance, who 
had charge of the nomination. 

The Senator from Maryland said: 

He has great ability and great industry and holds high concep- 
tion of any governmental responsibility, and it is a real pleasure 
for me to endorse him. I am satisfied the committee will have no 
regrets if they endorse him. 

Senator Kins. Mr. Woodin, then, did not initiate the movement 
to bring him into the Treasury; it came from you; is that it? 

Senator Typrnes. Partly, he did. He wanted a man who had 
not too much financial connections with banks and so on, yet who 
had enough general background and industry and general under- 
standing to act in that office, so he told me over the telephone. 

Senator Kina. He didn't know Mr. Acheson? 

Senator Trias. He knew him, but not well. But he investi- 
gated him, he told me, very thoroughly and he seemed to be the 
very character of man he wanted. 

The CHARMAN. Thank you very much, 

Mr. President, of course there is no doubt about the fact 
that Secretary Woodin, who had been long associated with 
New York interests, had to be satisfied that Mr. Acheson 
was right before he approved of his nomination, and ob- 
viously the Secretary of the Treasury made a very thorough 
investigation of Mr. Acheson’s past connections and his 
activities; otherwise he would not have approved of his 
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appointment. So Iam quite satisfied that the Senator from 
Maryland told the truth. : 

Mr. President, as I said Friday evening, I know that the 
nomination will be confirmed, and I know that I could do 
no more than make a public record of the kind of men being 
placed in the Treasury Department, and the associations of 
these men. I am quite sure that in a short time there will 
come before us a nomination for Commissioner of Internal 
Revenue. I think that there will be more to be said about 
that nominee as a man, and his connections, which will be 
more appealing to the Senate, perhaps, than mere opposi- 
tion to Mr. Acheson on the theory of his previous connections. 

I assure the Senate and the public that when these gen- 
tlemen have been confirmed and have taken office, every 
act they perform will be closely watched, because I am 
quite sure, as I said last Friday evening, that the President 
of the United States, with his multitude of duties, does not 
know the former connections and all of the activities of the 
men he is placing in the Treasury Department. 

Mr. TYDINGS. Mr. President, I shall detain the Senate 
for only a few minutes: I have known Mr. Acheson for a 
long time. I know something of his political philosophy. 
I think I know something of his beliefs and something of 
his integrity of character. 

Mr. Acheson comes from Connecticut, but during all the 
time the Republican Party has been in power here in Wash- 
ington, during which time he has been practicing law, insofar 
as I know he has not surrendered his political beliefs for 
any monetary, partisan, or other advantage. He has re- 
mained an active member of the Democratic Party. ; 

It has not been said, but should be said, that Mr. Acheson 
has represented the Union of Soviet Socialist Republics. It 
might be contended that because he represented modern 
Russia in a case before the Tariff Commission he is just the 
opposite of the kind of man who would represent Mr. Mor- 
gan, that because the Soviets have been his clients, there- 
fore he is “red” or “radical”, or unfitted to hold the office 
to which he has been nominated. 

Mr. Acheson has also represented labor unions. Indeed, 
very recently in my own State he appeared for one of the 
typographical unions in Baltimore City. 

Mr. Acheson secured this business not because of any 
connection he had, but because he possessed the one thing 
which this Government requires; that is, ability backed up 
with character and integrity. If some financier from Wall 
Street had been selected, I think that many of the observa- 
tions made by the Senator from Michigan would have been 
well grounded. But Mr. Acheson has had no financial con- 
nection with Wall Street. He has been employed as an at- 
torney, and employed as an attorney because he had out- 
standing ability. I am told that in the Supreme Court of 
the United States he occupies a very enviable position, 
gained from the very concise and logical way in which he 
has presented many intricate matters before that august 
tribunal. 

Mr. Acheson is not a reactionary. I think he is a pro- 
gressively minded man. I do not think he is a mossback 
in any sense of the word, and I do not think the connec- 
tions with large financial interests which he has had, to- 
gether with connections with labor and communistic in- 
terests, have in any way altered his viewpoint of life or of 
government. I know that he has the highest concepts of 
citizenship. I know that he will give every ounce of his 
energy, every bit of his ability and integrity to the perform- 
ance of the duties of his office in such a manner as will, in 
my judgment, please the Senator from Michigan. 

What is an attorney to do? If he has the ability to 
attract a case he does not have to sleep in bed with the man 
who hires him, nor to share the political philosophy of the 
man who employs him, nor to accept ill-gotten gains per- 
chance from the man who wants him to act as a lawyer. 
All he has to do is to present that side of the case. Mr. 
Acheson has done that with signal ability, and although 
comparatively only a young man, has won for himself a 
Place of esteem in the highest courts of the land. 
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May I say to the Senator from Michigan that I am not 
out of sympathy with the observations he has made, and I 
admire his zeal in trying to keep public office removed from 
sources that might, to some extent, influence it unwisely; 
but I can assure him that if Mr. Acheson makes mistakes 
they will not be because of any desire to help one interest 
or one group at the expense of the country or of the popu- 
lation as a whole. I can assure him, from my contact with 
Mr. Acheson, that everything of citizenship which he has 
to give will be given to the furtherance of the duties of his 
office, in the hope that he may, by reason of his executive 
ability and industry, win the approval of the country in the 
discharge of his duties. 

Mr. COUZENS. Mr. President, will the Senator from 
Maryland yield to me? 

Mr. TYDINGS. Yes; I yield. 

Mr. COUZENS. May I ask the Senator if it was on his 
own initiative that Mr. Acheson’s name was submitted by 
the President for nomination for Under Secretary of the 
Treasury? 

Mr. TYDINGS. No; it was not. I had recommended Mr, 
Acheson for Solicitor General of the United States, and I 
am glad to state—and it is no breach of confidence to do 
so—that those in high authority would have liked to give 
him that position, because of very high recommendations 
from the bench as to his ability. I believe he was se- 
lected because he is an industrious man, with a very good 
grounding in history and philosophy. He is exceptionally 
well educated; he has been since he left college a student in 
a multitude of subjects, and it will not be long before his 
ability will be shown in the Treasury Department. 

I do not believe a man has to work in a bank; I do not 
believe a man has to be an international banker or even a 
city banker to be a good Secretary of the . Iwill 
concede such an experience should be valuable, but there is 
no mystery about that office. It is nothing but a large 
book-keeping office, with sound principles upon which it 
should be run. I know that Mr. Acheson has the ability to 
master the duties of the office of Under Secretary of the 
Treasury and will be a very valuable official in the conduct 
of the affairs of the Government. 

Mr. Acheson, insofar as I know, was sent for to receive 
the “plum” at the hands of the administration; he was 
asked whether he would take it; and I was simply consulted 
in the matter, because I happened to be the only Demo- 
- cratic Senator from Maryland. I was asked if I would 
object to him. I said then, as I say now, that I am genu- 
inely glad to see him get the office and am sure he will 
discharge his duties in a highly creditable manner. 

The PRESIDING OFFICER. The question is, Will the 
Senate advise and consent to the confirmation of the nomi- 
nation? 

Mr. ROBINSON of Indiana. Mr. President, I ask for the 
yeas and nays. 

The yeas and nays were not ordered. 

The nomination was confirmed. 

CONFIRMATION OF EUGENE R. BLACK—NOTIFICATION TO THE 

PRESIDENT 

Mr. GEORGE. Mr. President, I wish to renew the request 
for unanimous consent that I submitted to the Senate on 
yesterday that the President be notified of the confirmation 
of the nomination of Mr. Eugene R. Black to be a member of 
the Federal Reserve Board. The Senator from Oregon asked 
that the request go over for the day, but for the same reason 
stated yesterday I hope there will be no objection today to 
the request that the President may be notified. 

The PRESIDING OFFICER. Is there objection? 

Mr. McNARY. Mr. President, it will only require one 
further day for the consideration of this matter. The Presi- 
dent will then be automatically notified. Inasmuch as a 
number of Senators desire that that procedure be followed, 
I think the Senator from Georgia had better not press his 
request at this time. 

Mr. COUZENS. Mr. President, may I ask the Senator 
what was the request which was made by the Senator from 
Georgia? 
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Mr. McNARY. The request was for the notification of 
the President of the confirmation of Mr. Eugene R. Black 
as a member of the Federal Reserve Board, to which I 
objected yesterday. 

Mr. GEORGE. I have asked that the President may be 
notified of the confirmation of Mr. Black’s nomination. 

Mr. McNARY. I stated to the Senator from Georgia that 
I objected yesterday because there are a number of Senators 
who like the old procedure to be followed rather than taking 
the short cut. We have had two executive sessions and to- 
morrow, automatically, the President will be notified of the 
confirmation; so I think the Senator from Georgia had 
better withhold his request. 

The PRESIDING OFFICER. Objection is made, 

Mr. TYDINGS. Mr. President, I suppose what the Senator 
from Oregon has just stated applies to other nominations, 
and I therefore will not make a request similar to that 
which has been made by the Senator from Georgia. 


THE JUDICIARY 


The legislative clerk read the nomination of Francis A. 
Garrecht, of Washington, to be United States circuit judge, 
ninth circuit. 

The PRESIDING OFFICER. Without objection, the 
nomination is confirmed. That completes the calendar. 


LEGISLATIVE SESSION 


Mr. ROBINSON of Arkansas. I move that the Senate 
return to legislative business. 

The motion was agreed to, and the Senate resumed the 
consideration of legislative business. 


ARMS EMBARGO AND NEUTRALITY—ARTICLE BY EDWIN M. BORCHARD 


Mr. REED. Mr. President, I ask unanimous consent that 
there may be printed in the CONGRESSIONAL Record an article 
on the Arms Embargo and Neutrality, by Edwin M. Borchard, 
of the Yale University School of Law. 

There being no objection, the article was ordered to be 
printed in the Recorp, as follows: 


THE ARMS EMBARGO AND NEUTRALITY 


In the closing days of the-Hoover administration, the United 
States Senate passed, but then reconsidered, a joint resolution 
reading, in part, as follows: 

“ Joint resolution to prohibit the exportation of arms or munitions 
of war from the United States under certain conditions 


“ Resolved, etc., That whenever the President finds that in any 
part of the world conditions exist such that the shipment of 
arms or munitions of war from countries which produce these 
commodities may promote or encourage the employment of force 
in the Soe of a dispute or conflict between nations, and, after 
securing the 8 of such governments as the t 
deems n „ he makes proclamation thereof, it shall be un- 
lawful 8 export. or sell for export, except under such limitations 
and exceptions as the President prescribes, any arms or munitions 
of war from any place in the United States to such country or 
countries as he may designate, until otherwise ordered by the 
President or by Congress.” 

The resolution did not reach the floor of the House of Repre- 
sentatives, but in committee was amended to limit its application 
to the American continent. The new administration has again 


reported 
ged division, by the Foreign Affairs Committee 


and Neutrality submitted to the House committee on February 
7 by the Secretary of State, deserve careful consideration. 

It will be observed that the resolution in effect authorizes the 
President, whenever he finds that “dispute”, “conflict”, or war, 
de facto or de jure, exists between nations “in any part of the 
world” or that conditions exist” anywhere which by the supply 
of arms might lead to “the employment of force” in their devel- 
opment or solution, to prohibit, “after securing the operation 
of such governments as the President deems n the export 
of “arms or munitions of war” from the United States “to such 
country or countries as he may designate.” 

It is believed that the grant of such power to the President is 
unconstitutional and dangerous. It gives the President the power 
(1) to make treaties with foreign governments without the con- 
sent of the Senate; (2) to enter into alliances without the con- 
sent of the Senate: (3) to violate the neutrality laws of the 
United States by embargoing the shipment of arms to one of two 
or more ts: and (4) in effect to declare war on the 
country thus selected without the consent of Congress. 

No such power has ever been conferred on any President, and 
it is believed unwise, as well as illegal, for the House of Repre- 
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sentatives and Senate thus to abdicate their constitutional func- 


tions. 

It will be observed that no restriction of any kind is laid upon 
the President as to the countries with whom he need “ cooperate.” 
He may make a treaty or an alliance with any countries or with 
as many or as few as he wishes, without consulting any desires 
but his own. 

The export of arms is one of the most important of trades, 
because it has not only commercial, but political, implications. 
It can so vitally affect the course of hostilities abroad that it has 
always impinged upon international law. The free and unre- 
stricted supply of arms to all belligerents by neutral citizens is 
not illegal and is defended on the ground that it is not the duty of 
neutral governments by international law to prohibit their citi- 
zens from manufacturing and selling arms, so long as the privilege 
of purchase is open to all belligerents, On the other hand, some 
countries, realizing the resulting danger of enlarging and pro- 
longing foreign conflicts and the danger to their own and their 
citizens’ neutrality, have, like the Scandinavian countries, Brazil, 
and Switzerland, on occasion, by statute prohibited the export 
of arms in time of war. 

But in either case, the permission or prohibition must, in order 
to be defensible in international law, apply to all the countries 
at war, and not to some of them. Impartiality is the keynote of 
neutrality (Oppenheim, 4th ed., 563). If some only could be 
selected either for the permission or prohibition, neutrality would 
at once be violated and the country discriminated against would 
have a legitimate casus belli. The discrimination is an un- 
friendly and hostile act of greatest significance, and against a 
strong power might very readily be a prelude to war. It is, in- 
deed, a warlike act, if not itself an act of war, It is as dangerous 
as the boycott which some Americans urged against Japan in the 
spring of 1932, but which Congress and the country wisely re- 
jected. It is in fact a boycott of a special kind It can, moreover, 
hardly be applied by governmental action without breach of the 
usual commercial treaty, if any, concluded with the country 
against which it is applied. 

The President is thus given the power to make an alliance and 
a treaty for hostile action against a third state or states, without 
consultation with, and hence without the consent of, Congress. 
Such power, even in time of war, was refused to the last Demo- 
cratic President. Now, in time of peace, without any restrictions 
or limitations, it is proposed to confer it upon the occupant of 
the Presidential office. 

As already observed, the resolution contemplates a hostile act 
which empowers the President to breach our commercial treaties, 
violate and impair the neutrality of the United States—perhaps 
its most valuable asset and safeguard—and take a step which 
every self-respecting belligerent would probably regard as a casus 
belli, It amounts to a declaration of war against the country 
singled out for the application of the embargo. 

It is said, however, in the official memorandum submitted in its 
support that the existing embargo power, in cases of domestic vio- 
lence on the American continent and in China, has been employed 
“with great effect and negligible friction.” One may respectfully 
venture to doubt this conclusion. As in the case of Brazil in 
1930, the embargo was employed against the revolutionary party, 
who the next day took over the seat of government. The unneu- 
tral act involved produced serious criticism. A few days after 
declaring an embargo against the revolutionists the United States 
recognized them as the Government of Brazil. Contrary to a com- 
mon assumption, there is no duty upon the United States to stop 
a revolution abroad any more than it was the duty of Russia or 
Spain to stop the American Revolution. To undertake such a 
function, indeed, is a breach of neutrality, and hence illegal as a 
matter of international law. It involves intervention in the af- 
fairs of a foreign country and has already incurred for the United 
States distrust on the American Continent. It enables the admin- 
istration to play favorites abroad, interfere when it should ab- 
stain, and thus forfeit that impartiality and neutrality which is 
the keystone of foreign respect. The interfering partisan often 
invites and enlists the hatred and contempt of both sides, and 
experience might indicate that the Government is as likely to be 
mistaken as it is to be correct in estimating the merits of a 
foreign controversy, even if such judgments were possible and 
even if it were deemed an American duty to be a judge. 

But in interfering in domestic struggles on the American con- 
tinent by withholding arms from one side or the other, no great 
power has as yet been affected. The Uni States is not likely 
to get into full war because of its breach o neutrality or other 
error in choosing sides. But when it comes to dealing with powers 
“in any part of the world”, not in their domestic struggles or 
civil wars but when engaged in foreign wars, much more respon- 
sibility is assumed. It enables the United States to participate 
in foreign wars by withholding arms from one side or another, 
as the President sees fit, and perhaps thus to determine the out- 
come of the war. It is to be doubted whether any single chief 
of state anywhere in modern times has had, or claimed, such unre- 
stricted power. 

It seems strange that Senators who were not willing to have 
the United States join the League of Nations, where the United 


Some of the legal consequences of such a boycott, which the 
proponents of an arms embargo against a single belligerent may 
not adequately have considered, are set out by Messrs. Hyde and 
Wehle in their article, The Boycott in Foreign Affairs.” 

2 John Bassett Moore, Candor and Common Sense, address be- 
fore Bar Association of New York, Dec. 4, 1930, p. 20. 
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States would be but one of many powers and where action under 
article 16 could be taken only by unanimity, should be willing 
to permit the President, on his own unreviewable election, to join 
with one or more powers of the League to do that which article 
16 at least safeguards by the requirement of unanimity. 

The Senate has declined to pass the Capper resolution. The 
present resolution would seem to be equally, if not more, dan- 
gerous. It, in effect, authorizes the President to make war in the 
name of peace. 

The official memorandum submitted in its support states that 
in case of a foreign war the embargo would “not, of course, be 
employed unless there was general cooperation and united opin- 
ion among the principal powers who could supply munitions.” 
There is nothing to indicate any such limitation in the resolu- 
tion. It seems unusual statutory construction to suggest that an 
unlimited and unrestricted power could or would only be used 
under limitations and restrictions. To the suggestion that the 
President would not abuse the power given, the answer may be 
made that there is no test of abuse afforded and that the same 
argument would sustain the conferring of complete dictatorial 
powers. It is not readily apparent what beneficial purpose or 
contemplated exigency the arms embargo is supposed to subserve. 

The memorandum indicates in its paragraph marked “ Second” 
that the resolution is to be used against an “aggressor.” No 
more shoddy and shallow, if not mischievous, conception has 
come out of the League of Nations than the conception of “ ag- 
gressor.“ Its origin and purpose are well known, but its effect 
has been to confuse the world. It awakens in many minds a kind 
of emotional morality which enables indignation and violence to 
clothe themselves in the mantle of righteousness. Possibly that 
is one of the reasons why the world is now twice as heavily armed 
as it was in 1913, with disorder and chaos extending their domain. 
The idea that the peace of the world is promoted by combining 
against an “aggressor” is, it is believed, false and romantic. It 
threatens and requires war to produce peace. Fortunately, that 
idea had not developed when the United States was expanding 
on this continent. To prevent the natural development of strong 
and responsible states by supporting the chaotic, the weak, and 
the disintegrating is a sorry service to peace and stability. The 
“verdict of the League of Nations”, for which the memorandum 
shows so much respect, is a political verdict and must necessarily 
be so. The embargo resolution may be deemed a temptation to 
the President to carry out the “verdict” of the League of Na- 
tions, provided he agrees with that “verdict.” Thus, if the 
League should determine that Japan has been an aggressor 
the United States, not a member of the League, might be placed 
in a position to carry into execution the verdict of a League it 
itself refused to join, against a nation that left the League for 
aot of the very reasons on which the United States declined to 
enter, 

The memorandum suggests that the “ old conception of neutral- 
ity as a possibility is gone in the modern world if large nations are 
involved in war.” It is respectfully submitted that this is a 
deplorable and unjustified view, certainly so long as the neutrality 
laws remain on the statute books and neutrality treaties are con- 
cluded. Twenty or more nations, including some fairly large ones, 
exercising their considered judgment, decided to remain neutral in 
the late war. Their acumen has been rewarded. The supposition 
adduced in the memorandum implies that it is not possible to 
remain sensible when others lose their heads, but that the sense 
of self-interest and of self-preservyation have gone from the world, 
their places to be taken by vacuity or hysteria, I am not prepared 
to believe that the entire world has lost its senses and that dnarchy 
has taken the place of law. Washington and Jefferson were able 
in time of stress to preserve their sense of the fitness of things 
and of the self-interest of the United States. The very shortness 
of war which science promises should make neutrality easier, and 
not more difficult, to preserve. As it is assumed that the life and 
reputation of the United States will be a matter of importance to 
the future statesmen of the country, it is likely that the United 
States will again remain neutral. 

The suggestion that it is not possible to remain neutral is nega- 
tived by the fact that countries much more closely affected by the 
late struggle than the United States, such as the Scandinavian 
countries and Holland, were perfectly able to to maintain their 
neutrality. In all the wars fought since 1919, including that 
between Poland and Russia, Greece and Turkey, Japan and China, 
and those on this Continent, the nonparticipating members of the 
League of Nations and the United States remained neutral. Neu- 
trality has been stipulated in innumerable treaties since 1919. 
including treaties between European powers and those concluded 
at Habana in 1928. It is interesting to note that immediately 
upon the publication of the Report of the Committee of Nineteen, 
denouncing Japan, the British Government declared an embargo 
on arms, not against Japan but against both belligerents, for the 
very purpose of preserving British neutrality. When the embargo 
was lifted neutrality was still the keynote of the policy; and this, 
doubtless, because the major responsibility of every government is 
to its own people, a fact which alone is likely to prevent the 
execution of general schemes for alleged universal peace or security 
by threat of or actual hostility. 

The conception that every war in which a large power is engaged 
must involve the world and that neutrality is a thing of the past 


The report of the Committee of Nineteen does not characterize 
Japan as an “aggressor”; it is said that this occission was inten- 
tional, to prevent the sanctions of art. 16 from coming into force. 
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is a view reconcilable only with permanent anarchy in the world. 
It takes no account of the self-interest of nations in refusing to 
be dragged into a war in which they have no concern. It is doubted 
whether the masses of the people in most countries will permit 
themselves freely to be slaughtered in wars in which they have 
no interest. Moreover, if neutrality were really a thing of the 
past, the Disarmament Conference is directly contrary to the in- 
terests of all the participating nations, for in that event all na- 
tions must, and should, arm to the teeth. If law is dead, then 
force is the only arbiter. It is to this conclusion that the peace” 
advocates who toy with such conceptions as combinations and 
embargoes against “ rs”, “verdicts of the League of Na- 
tions”, any war is an attack on all mankind”, and war to end 
war” risk misleading the world; and its present state is in part 
attributable to such unhistorical and unrealistic, yet dangerous, 
conceptions. 

The mere fact that the commerce of the neutral may be “ under 
fire "—an assumpticn which doubtless presupposes the continued 
existence of neutrality—is no reason for plunging a nation into 
war and risking its extermination. If neutral rights are, despite 
protest, legally violated, there are other sanctions than war avail- 
able. Many claims conventions in the past have been set up to 
determine the liability consequent upon a belligerent's violation 
of the neutral rights of neutral powers and their citizens. 

The embargo resolution, it is submitted, should pass only if 
amended to safeguard the neutrality of the United States under 
all circumstances; that is, it should be made impossible to em- 
ploy it against one pelligerent alone, but only against both or all 
the belligerents. In addition, it should reject any implication of 
the abdication by House and Senate of their constitutional func- 
tions, either with respect to the making of treaties or alliances 
with foreign powers, or, alone or in combination with other pow- 
ers, entering into hostilities. 


THE SILVER RACKET—ARTICLE BY NEIL CAROTHERS 


Mr. REED. Mr. President, I ask unanimous consent that 
there may be printed in the Rrcorp an article entitled The 
Silver Racket ”, by Prof. Neil Carothers, which appeared in 
last Sunday’s New York Herald Tribune. 

There being no objection, the article was ordered to be 
printed in the Recorp, as follows: 


[From the New York Herald Tribune, May 14, 1933] 


THE SILVER RACKET—WITH INFLATION AUTHORIZED AND WITH BIMETAL- 
LISM AND THE PAYMENT OF PART OF THE WAR DEBT IN SILVER UNDER 
CONSIDERATION, SILVER AGAIN ENTERS THE AMERICAN STAGE, WHERE 
IT HAS OFTEN PLAYED A TRAGIC ROLE—HERE IS THE FIRST OF TWO 
ARTICLES ON ITS SINISTER HISTORY 


By Neil Carothers, professor of economics and Director of the 
College of Business Administration at Lehigh University 

Imagine, if you will, another people in another age—the French 
Nation in the time of Louis XV, poverty-stricken and economically 
illiterate. Watch a clever and designing man, presenting with 
facile reasoning to a deluded king and an ignorant people a 
scheme for unlimited wealth for all. See the king and people 
embrace this scheme, and in the end collapse and ruin. Thus a 
susceptible ruler and a helpless people and a plausible adven- 
turer, France and Louis XV and John Law and the Mississippi 
Bubble inflation scheme, in the year 1720. 

Turn to your own country in the year 1933, and see a rich and 
powerful people, sorely stricken, wretched, and rebellious after 
4 bitter years of distruess. Listen to the economic Babel, a be- 
wilderi confusion of theories, proposals, and panaceas, beside 
which the Biblical “confusion of tongues” was lucidity itself. 
Note the rival devices, actual and proposed—beer, planting trees, 
closing 18,000 banks and reopening 15,000, a 6-hour day and a 
5-day week, guaranty of business profits, payment of the debts 
of those who speculated in land, a minimum wage, a planning 
board” to mobilize industry, and on indefinitely; but far out- 
numbering these chimeras, endless proposals for tinkering with 
the currency. 

In all the realm of human affairs there are no problems so 
complex, no forces so delicate, as those involved in the relation- 
ship of money to prices, credit, and international exchanges. It 
was with an unconscious wisdom that Will said that there 
were two kinds of crazy people, the ordinary kind who work jig- 
saw puzzles and the special kind who think they understand 
inflation. One false step in managing the intricate mechanism 
of money and credit and the savings of millions of people are 
swept away; another kind of mistake and a ruinous orgy of specu- 
lation begins; another, and a government goes bankrupt. 

Consider finally the body that controls this delicate financial 
mechanism, the Congress of the United States, in the main without 
equipment to grasp the fundamental principles of m 
science, not even aware of the major events in the history of the 
country’s currency. Look still further, and find in the Senate a 
group of men, shrewd and powerful, committed to the interests of 
a single monetary commodity. 

This is the setting for the extraordinary drama in which silver 
has once again made her reentry on a stage that has repeatedly 
presented an American tragedy, with silver in the leading role. 
All through American there runs a sinister story of silver, 
from the mistaken adoption of bimetallism by Alexander Hamilton 
to the raid on the Public Treasury by the Pittman Act of 1918. 
Always lurking in the wings, silver comes on the scene when the 
economic lights are dark. President Roosevelt's inflation measure 
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of April 20 contained three essential provisions—one to authorize 
a vast issue of paper money, another to pare down our standard 
gold dollar, and a third to permit payment of the war debts in 
silver bullion. 

It is not within the province of this article to discuss the ex- 
pediency of the first two provisions. They constitute the most 
extraordinary proposals ever made by a President in time of peace. 
The critical condition of the country may or may not justify them. 
We are concerned here only with the provision for payment of the 
war debts in silver. Even the well-informed student of finance 
was mystified by this proposal. How can it help the unemployed 
millions or restore industry? What is it for? 

The answer is to be found only in the long and dramatic story 
of silver. It is an older history than the Bible's, and no page of it 
lacks color and interest. But we must begin with modern times. 
A hundred and fifty years ago every important nation of Europe 
Was waging a losing struggle with bimetallism, which is merely a 
monetary system in which prices are quoted and debts are paid 
in two metals—gold and silver. In ancient times other metals were 
used, and Russia tried the plan in modern times with platinum. 
For any single nation bimetallism is impractical—it will not 
“work.” One metal or the other is always disappearing. For a 
century England, France, and Spain, with discordant ratios be- 
tween the two metals, took from one another their small silver 
change or their valuable gold reserves. England first, then the 
Latin countries of Europe, and Germany, and Japan abandoned 
bimetallism. Germany conquered France in 1870 and used a 
billion-dollar gold indemnity to set up her single gold standard. 

Hamilton established American bimetalism in 1792, with the 
same silver dollar we have now and a gold dollar somewhat larger 
than the one we use today. The system didn't work. Our gold 
was drained to England. In 1834 and 1837 ess reduced the 
size of the gold dollar, making the ratio 16 to 1. This caused the 
disappearance of all the silver change in the country, creating 
chaos in retail trade. In 1853 Congress abolished bimetalism 
for all the silver coins except the dollar. Since then our small 
silver coins have been made of silver of reduced weight and sold 
by the Government at a profit. A dime contains about 3 cents’ 
worth of silver. They could just as well be made of paper or 
nickel or aluminum. Their silver content has nothing to do 
with their value. 

The silver dollar was left as it was. Legally we were still on 
the double standard at the ratio of 16 to 1. At this ratio silver 
dollars could not be coined. The silver dollar had never been in 
use and was unknown at the time of the Civil War. In 1873 the 
coinage laws were revised and the silver dollar was dropped. The 
action was quite deliberate, but Congress was entirely unaware 
of the importance of the measure. The United States had 
stumbled into the gold standard. 

The silver mines were increasing their output of the metal, 
and the world-wide adoption of the gold standard reduced the 
market. The price of silver was falling. When the ratio rose 
above 16 to 1 it was profitable to take silver bullion to the United 
States mints and coin it, for the first time since 1834. This situa- 
tion developed in 1874, but the law of 1873 had abolished silver 
coinage. From that day to this the silver interests have waged a 
ruthless, relentless struggle to force the Government to subsidize 
the silver industry. They have in the past influenced Secretaries 
of the Treasury and Mint Directors, resorted to propaganda, log- 
rolling, and political bargains, slipped jokers into financial legis- 
lation, and browbeaten administrations. 

They have achieved three major measures. One of those was the 
Pittman Act of 1918, too involved for explanation here. The other 
two we must glance at briefly. The double standard was abolished 
just at the beginning of the long “ depression of 1873.” It was in 
no way connected with it. A systematic propaganda to make the 
country believe that the coinage law was responsible for the 
depression, that it was a crime perpetrated by eastern capital, 
and that restoring bimetallism would end the depression resulted 
finally in the passage of the infamous Bland-Allison Act of 1878. 
In brief, it commanded the Treasury to buy the output of the 
United States silver mines and coin it into dollars. By this time 
the dollar piece was worth about 80 cents. It was clumsy and 
unknown. The people would have none of it, Thereupon the 
Treasury passed them out to the people by a trick. It issued 
“silver certificates”, simply warehouse receipts for the dollars, to 
the people. The rejected dollars it piled in the vaults. The dollar 
bill in your pocket is probably a silver certificate. It calls itself a 
dollar. Actually it is a receipt entitling you to a silver dollar, 
worth as metal at the present writing about 28 cents. A few 
weeks ago it was worth about 19 cents. The certificate is worth a 
dollar to you so long as the Government’s credit is good; no longer. 
The dollar your certificate stands for is one of 500,000,000 that lie 
in a dead and useless mass in the Treasury, where they have been 
for 50 years. 

The Bland-Allison Act stimulated silver production. In 1890 the 
silver interests in Congress traded votes and put through the 
Sherman Act. One of the provisions of this famous measure 
amended the earlier act so that the Government was forced to buy 
about twice as much silver. The two laws resulted in the coinage 
of nearly 600,000,000 silver dollars. The country's finances could 
not digest this mass. Worth only 50 cents, the coin could not be 
used to pay foreign debts. Our American gold slipped away. The 
coin could be used to pay taxes, and the Treasury paid out its 
gold and received silver dollars in tax payments. In the fall of 
1893 a desperate panic resulted. It ushered in a depression in 
many respects as unhappy as the one we now endure. 
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What is the significance of this curious proposal to permit the 
payment of war debts in silver, presented by President Roosevelt 
a few weeks ago and recently adopted by the Congress of the 
United States? It is merely the Bland-Allison Act of 1878 in new 
dress. Silver, like all other commodities, has fallen in price dur- 
ing the depression. The decline in price has been much less than 
that of most of the really important and useful commodities, such 
as cotton, wheat, or copper. The average price of silver was 58 
cents an ounce in 1928. It was 28 cents in 1932. The silver 
industry, in contrast to all the important industries, has been for- 
tunate. And yet this fall in a commodity of no importance has 
resulted in constant political turmoil, endless discussion, and 
international bitterness. During President Hoover's entire admin- 
istration he was pressed and harried by the silver interests. 

The depression is the primary cause of the decline of the value 
of silver. Overproduction as a result of the subsidy granted by the 
Pittman Act of 1918 is another. A third is the gradual abandon- 
ment of silver as a material of coinage the world over. In all the 
world only China is on the silver standard, with some Latin- 
American countries partly involved with silver. Even for debased 
small-change coinage, silver is in some respects less satisfactory 
than copper, nickel, and aluminum. Many countries have been 
melting up their coins and selling the silver as bullion. In 1926 
England set up a new currency system in India, accumulating in 
the process a large mass of silver amounting at one time to more 
than 400,000,000 ounces, Hard- pressed financially, England has 
been selling this bullion. Every possible expedient has been tried 
in an effort to coerce or frighten England into a promise not to 
sell this reserve. When President Hoover refused to bring pressure, 
he was publicly accused by a Senator of being a tool of England. 

And here we find the explanation of the silyer-payment clause. 
So long as England has silver bullion to sell, the price of silver 
will be depressed. The original proposal called for a limit of $100,- 
000,000 to be accepted at a price of not more than 50 cents. The 
silver so received is to be deposited in the vaults, there to join 
the useless millions lying in the dust for the past half century. 
Against them silver certificates are to be issued to swell the volume 
of governmental liability and risk. But the silver never will be 
allowed to come out of the vaults. It will be taken off the world 
market forever. And the objective of the whole measure will be 
achieved, a rise in the price of silver. The mere announcement 
of the proposal drove the price of silver above 30 cents. When the 
Senate received the bill, it was amended to authorize the pay- 
ment of $200,000,000 in silver. When this news was broadcast, the 
price of silver jumped to 36 cents. One more chapter is to be 
added to the history of silver legislation. 

It is a tragic feature of our financial situation that the general 
public has neither the time nor the facilities for study of the 
financial forces at work. In all the vast mass of propaganda for 
silver, only one reason for Government action has been advanced. 
That is the contention that a rise in the price of silver will benefit 
India and China and thereby stimulate world trade. The argu- 
ment is unsound. The Indian people are not on the silver stand- 
ard, and have not been for 40 years. The statement that “ silver 
is the money of half the world’s population” has become a slogan 
of the silver interests. It is false. 

China, the only important country on the silver standard, holds 
one fifth of the world’s population, the vast majority coolies 
whose economic significance is zero. China’s foreign trade is 
insignificant, less than that of the Argentine. She has actually 
benefited from the inflation caused by the decline in silver. A 
rise in the price of silver probably would damage the country. It 
would so greatly reduce Chinese exports that the reaction would 
probably still further reduce her purchases from the rest of the 
world. : 

Silver is a byproduct of the mining of more important metals. 
As such it has no cost of production, employs almost no labor, 
has no population group or area dependent upon it. The total 
value of all the silver produced in the United States in 1932 was 
$8,000,000 less than the value of the Eskimo pies produced in the 
same year. In the State of Nevada, which dictates the silver legis- 
lation of the country, the silver industry is of less economic 
importance than the hotels and night resorts of Reno. 

So much for the provision for payment of the war debts in 
silver. But at the last moment the Senate adopted as part of 
the inflation measure a provision authorizing the President to 
reestablish bimetallism. This extraordinary proposal, pregnant 
with possibilities of reorganization of American economic life, is 
another story. 


REGULATION OF BANKING 

Mr. BULKLEY. Mr. President, I move that the Senate 
proceed to the consideration of Senate bill 1631, the so-called 
“Glass banking bill.” 

The PRESIDING OFFICER. The question is on the mo- 
tion of the Senator from Ohio that the Senate proceed to 
the consideration of a bill, the title of which will be stated. 

The LEGISLATIVE CLERK. A bill (S. 1631) to provide for 
the safer and more effective use of the assets of Federal 
Reserve banks and of national banking associations, to reg- 
ulate interbank control, to prevent the undue diversion of 
funds into speculative operations, and for other purposes. 

Mr. McNARY. Mr. President, earlier in the day I con- 
ferred with the Senator from Ohio, at which time I expressed 
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the hope that the motion would not be made today in the 
absence of the Senator from Virginia [Mr. Grass]. A great 
many Members of the Senate on the minority side desire a 
little further time to consider this very important measure. 
The impeachment trial is now proceeding, and I believe, in 
the interest of economy of time and expedition we should 
go forward with the trial, at least during the week, and early 
next week or the latter part of the present week a motion 
such as the Senator from Ohio has made may more properly 
be in order. If the motion be delayed, it will give an oppor- 
tunity to study this very important measure, and I desire to 
see the Senator from Virginia before the motion is made. 
He is absent today and I ask the Senator to withhold the 
motion until tomorrow. 

Mr. BULKLEY. Mr. President, of course there is no 
purpose to proceed to the consideration of the bill this 
evening. 

Mr. McNARY. I appreciate that. 

Mr. BULKLEY. The impeachment trial will go on to- 
morrow until such hour as may be appropriate, in any event. 

Mr. ROBINSON of Arkansas. Mr. President, may I say 
to the Senator from Oregon that the motion is made at the 
request of the Senator from Virginia, as I understand? 

Mr. BULKLEY. It is. 

Mr. ROBINSON of Arkansas. He is anxious to have the 
bill made the unfinished business. Of course, from time to 
time there will be occasion when the Senate will be in legis- 
lative session, even during the consideration of the impeach- 
ment case; and I wish to say now that if the same course 
of procedure shall be pursued that has been followed since 
the beginning of the trial now in progress by the Senate as 
a court it looks like a conclusion of that case may be almost 
indefinitely deferred. It will be necessary during the trial 
to proceed from time to time with legislative business, and I 
hope the Senator from Oregon will concede that fact. 

Mr. McNARY. Mr. President, that hardly answers the 
purpose of my objection. I wanted to have an opportunity 
to confer with the Senator from Virginia, in the hope that 
we may come to some agreement that we can proceed for a 
few days with the trial and later on take up the measure 
which is now presented to the Senate. Entertaining that 
view, I hope the motion will not be made tonight. It can be 
made tomorrow if it is so desired, but I should like to have 
the opportunity 

Mr. ROBINSON of Arkansas. Mr. President—— 

Mr. McNARY. Just a moment—at least I should like to 
have the opportunity of conferring with the Senator from 
Virginia before the status of this bill is fixed as the un- 
finished business. 

Mr. ROBINSON of Arkansas. Mr. President, the Senator 
from Virginia himself yesterday sought to make the motion 
and was induced to defer it at the suggestion of the Senator 
from Oregon. He called me this morning and requested 
that this motion be made, and I am sure he has been in 
conference with the Senator from Ohio, 

There is no disposition to crowd action on the bill. 
Ample opportunity will be afforded for Senators to famil- 
iarize themselves with it. Many of the provisions of the 
bill have already been fully threshed out by the Senate 
during the course of prolonged consideration, and, as I 
understand, there are comparatively few new provisions in 
the bill. So I think the Senator from Oregon ought not 
to ask again that the Senate proceed without some unfin- 
ished business. 

Mr. McNARY. Mr. President, I have no doubt that the 
able Senator from Virginia has made the request, but I 
should like to have the opportunity of conferring with that 
Senator concerning this matter before the motion is made, 
and I simply ask that it go over until tomorrow. 

The PRESIDING OFFICER. Does the Senator from Ohio 
withdraw his motion or insist upon it? 

Mr. BULKLEY. I still am inclined to insist upon the 
motion at this time. I can assure the Senator from 
Oregon 

Mr. ROBINSON of Arkansas. May I make a suggestion 
to the Senator from Ohio? 
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Mr. ROBINSON of Arkansas. In view of the statement 
often repeated by the Senator from Oregon that there is 
some reason which prompts him to desire a conference with 
the Senator from Virginia before the motion is voted on, may 
I suggest to the Senator from Ohio that he let the motion 
be pending and that we now take a recess. 

Mr. McNARY. That will be very satisfactory to me. 

Mr. BULKLEY. I am quite satisfied with that. 

RECESS 

Mr. ROBINSON of Arkansas. I move that the Senate 
stand in recess until the conclusion of the session of the 
Senate sitting as a Court of Impeachment on tomorrow. 

The PRESIDING OFFICER. The question is on the mo- 
tion of the Senator from Arkansas, 

The motion was agreed to; and (at 5 o’clock and 12 min- 
utes p.m.) the Senate took a recess until the conclusion of 
the proceedings of the Senate sitting as a Court of Impeach- 
ment on tomorrow, Wednesday, May 17, 1933, the hour of 
meeting of the Senate sitting as a Court of Impeachment 
being 10 o’clock a.m. 


CONFIRMATIONS 
Executive nominations confirmed by the Senate May 16 
(legislative day of May 15), 1933 
UNDER SECRETARY OF THE TREASURY 
Dean G. Acheson to be Under Secretary of the Treasury. 
UNITED STATES CIRCUIT JUDGE 


Francis A. Garrecht to be United States circuit judge, 
ninth circuit. 
PROMOTIONS IN THE NAvY 


To be rear admiral 

Joseph R. Defrees, 
To be captains 

Damon E. Cummings. Bryson Bruce. 

To be commander 
Carroll M. Hall. 

To be lieutenant commander 

Herbert M. Scull. 

To be lieutenants 
Paul Graf. 
Warren D. Wilkin. 
Everett W. Abdill. 


Walter S. Ginn. 
Emory W. Stephens. 
John M. Kennaday. 
Philip M. Boltz. Paul L. F. Weaver. 
Sumner K. MacLean. Willis E. Cleaves. 


To be chief pharmacists 

Paul T. Rees. 
To be chief pay clerks 
Lawrence W. Sadd. Arthur D. Gutheil. 


HOUSE OF REPRESENTATIVES 
TUESDAY, MAY 16, 1933 


The House met at 12 o'clock noon. 
The Chaplain, Rev. James Shera Montgomery, D.D. 
offered the following prayer: 


Blessing and honor, glory and power, be unto Him who 
sitteth upon the throne, and to the Lamb forever and ever. 
In all things, blessed Lord, inspire us to be faithful and 
diligent, patient and hopeful, and to know that it is no vain 
adventure to be directed and held by these virtues. Give 
glad assurance to us, and cease not to guide us in all our 
ways. By Thy grace bind together the tissues of our habits. 
Bless us today with the hand that helps and with the 
heart that cheers. May we remember those who haye been 
watching and longing for the day dawn through these un- 
rewarding years. We appeal to Thee, Lord; give help, and 
set their very souls climbing eagerly toward that life that is 
vastly big and fine, and in which there are no more fears 
and distrust. Bring to our whole land peace and service, and 
hail the hour of rejoicing. Amen. 


Will Grimes. 
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The Journal of the proceedings of yesterday was read and 

approved. 
MESSAGE FROM THE SENATE 

A message from the Senate, by Mr. Horne, its enrolling 
clerk, announced that the Senate insists upon its amend- 
ments to the bill (H.R. 5040) entitled “An act to extend the 
gasoline tax for 1 year, to modify postage rates on mail 
matter, and for other purposes ”, disagreed to by the House, 
agrees to the conference asked by the House on the disagree- 
ing votes of the two Houses thereon, and appoints Mr. Har- 
RISON, Mr. Kinc, Mr. GEORGE, Mr. REED, and Mr. Couzens 
to be the conferees on the part of the Senate. 


LEAVE OF ABSENCE 
Mr. BYRNS. Mr. Speaker, I ask unanimous consent that 
the gentleman from California [Mr. Bunk] be excused 
today and tomorrow on account of the death of his father. 
The SPEAKER. Without objection, it is so ordered. 
There was no objection. 
PERMISSION TO ADDRESS THE HOUSE 


Mr. GRIFFIN. Mr. Speaker, I ask unanimous consent to 
address the House for 15 minutes, 

The SPEAKER. Is there objection to the request of the 
gentleman from New York [Mr. GRIFFIN]? 

There was no objection. 

Mr. GRIFFIN. Mr. Speaker, Lawrence Sullivan, in the 
Washington Post today, intimates that there is a growing 
sentiment in the House in favor of the sales tax. I doubt 
very much whether that expression of opinion is based on 
very reliable authority. So far as I am concerned, I have 
not changed my attitude on the sales tax, and I know of 
no one else who has. 

A sales tax is fundamentally a consumption tax, and a 
consumption tax falls on the ultimate consumer, not only 
on those who have regular incomes but upon the 12,000,000 
or more who are without any means whatever. 

It is said that exemptions can be made, but the moment 
you make exemptions to a sales tax it ceases to be a sales 
tax, and you are immediately in a maze of contradictions. 

Mr. RANKIN. Will the gentleman yield? 

Mr. GRIFFIN. I yield. 

Mr. RANKIN. Those who have been advocating the sales 
tax for years have been doing so for the purpose of trying 
to take the income and inheritance tax off of large incomes 
and large fortunes. All they want is to get their noses un- 
der the tent. If they can ever establish the policy in this 
country, their hope is to impose all taxes through a sales 
tax, and therefore on the people least able to pay. 

Mr. GRIFFIN. That is very true. The sentiment for 
a sales tax comes largely from those who have to pay heavy 
income and inheritance taxes. While that is true, our ex- 
perience should teach us that there is an element of justice 
in their dissatisfaction with the conditions that exist. 
Heavy taxation leads to evasion and shifting. The idea of 
having a part of the country pay all the taxes is in my 
opinion a fallacy. The fundamentals of sound taxation re- 
quire a tax which is spread over a broad area, and one 
which falls equitably upon all of the tax-paying public. It 
is unjust to impose heavy burdens upon a part and allow 
others to go scotfree, and yet that is what has been done 
blindly for years. 

Mr. FREAR. Will the gentleman yield? 

Mr. GRIFFIN. Let me finish my statement first and 
then I will yield. 

Mr. FREAR. I wanted to find out who was going scot- 
free. 

Mr. GRIFFIN. We are letting them go scotfree of taxa- 
tion because we have blindly tried to overdo taxation. The 
old tax rates were fairly reasonable. That is, the reduced 
tax rates that were put into effect in January 1929. The 
income derived was encouraging; but in 1932 we raised the 
income taxes to such an extent that evasions continued as 
they never did before. 

There were 498,000 corporations which filed income-tax 
returns in 1930. Of that number, 231,287 showed no net 
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income whatever. In other words, they evaded their burden 
of responsibility for the support of their Government, and 
yet those corporations which ducked their taxes showed 
gross incomes of $41,000,000,000 and over. 

That is not only true of corporations but it is also true 
of individuals, In the same year the number of returns for 
individuals was 3,376,552. The number of returns that 
showed no net income was 1,429,877. How were they able 
to escape? Easy enough. First, in the case of corporations, 
by padding their pay rolls, giving bonuses to their officers, 
representing that they had taken losses on their invest- 
ments, selling stock of their holdings to dummies and then 
purchasing it back after the transaction with the Gov- 
ernment on the income tax was completed. One of them is 
on trial today for doing that very thing which he brazenly 
admitted before a Senate committee. 

Mr. RICH. Will the gentleman yield? 

Mr. GRIFFIN. I will yield first to the gentleman from 
Wisconsin (Mr. FREAR]. 

Mr, FREAR, I understood the gentleman from New York 
[Mr. GRIFFIN] to say that there are men who go scotfree 
on the question of taxation. I wanted to know what class 
of people go scotfree. In other words, does not every indi- 
vidual pay directly or indirectly some taxes, Federal taxes 
or local? 

Mr. GRIFFIN. Theoretically that is true. 

Mr. FREAR. Of course, those who are best able to pay 
have been paying income taxes. 

Mr. GRIFFIN. But many of those best able to pay are 
the very ones who go scotfree. Their number is so great 
that it is absolutely menacing the carrying on of our Goy- 
ernment. In a democracy every individual cught to bear 
his burden of taxation. 

Mr, FREAR. They all ought to and they do to a certain 
extent. 

Mr. GRIFFIN. What I am fighting for is to have every 
citizen bear this burden honestly and directly and not have 
it shifted over upon his shoulders by someone else who may 
have the cunning to evade it. 

Mr. KELLER. May I suggest that the gentleman con- 
tinue with the thought he has in mind, that he continue 
to develop his argument? 

Mr. BRITTEN. Mr. Speaker, will the gentleman yield 
for a question? 

Mr. GRIFFIN. I am going to follow the suggestion of 
the gentleman from Illinois and develop any argument. 

Mr. RICH. Mr. Speaker, will the gentleman yield for a 
question? 

Mr. GRIFFIN. I yield. 

Mr. RICH. If the gentleman knows these corporations 
are doing things that are illegal, why does he not see that 
some action is brought against them? I believe statements 
made on the floor of the House by Members that they know 
such things are going on are more detrimental than helpful. 

Mr. BRITTEN. Mr. Speaker, will the gentleman yield for 
a short question right at this point? 

Mr. GRIFFIN. I wish to say to the gentleman from 
Pennsylvania first that I am merely submitting the facts 
gathered from the reports, namely, that out of 498,000 cor- 
porations 231,287 failed to show any net income whatever 
although their gross income was $41,000,000,000. 

I merely ask you to allow the facts to speak for them- 
selves. 

Mr. BRITTEN. Will the gentleman yield for a question 
right at this point? 

Mr. GRIFFIN. Yes. 

Mr. BRITTEN. I agree with the gentleman in his conten- 
tion that many officials of big corporations do deceive the 
Government in their income taxes. There is no question 


about that. But is not this, after all, the very best argument 
for a manufacturers’ sales tax? 

Mr. GRIFFIN. No. The sales tax is too limited as to 
the groups selected as the targets for attack and in all the 
bills so far proposed too circumscribed by exemptions. My 
proposal aims to equitably compel all groups earning incomes 
to make a reasonable contribution toward paying the ex- 
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penses of government. I make no exceptions, no qualifica- 
tions, and would close the door on all evasions. 

Here are the facts: Under the present law over 50 percent 
of those who are required to file income-tax returns fail to 
pay a single dollar of tax to the Government. This speaks 
for itself. This shows that the high income-tax rates invite 
evasion and a shifting of taxes, invite fraud and misrepre- 
sentation. 

If we adopted a gentler system of imposing taxes, spread- 
ing the burden on all, the invitation and the inducement 
to misrepresentation would disappear because no single group 
would be called upon to pay such a high proportion of the 
revenue. When once we adopt the plan of spreading the 
field of taxation the rate will go down for all. 

Let me show you how this can be done. Today I intro- 
duced in the House a bill preposing, first of all, to restore 
the income-tax rates as they were prior to the Revenue Act 
of 1932; secondly, it imposes a tax of 1 cent per dollar on 
gross incomes. 

The proposal to return to the income-tax rates in effect 
prior to 1932 was prompted by the report of the Treasury 
Department for May 11. It shows that the increased rates 
of the Revenue Act of 1932 have utterly failed. In the 
fiscal year 1932, up to May 11, the income-tax revenue of 
the Nation was $879,000,000. Up to May 11 of the present 
year, under the increased income-tax rates, the revenue was 
$588,000,00; in other words, $290,000,000 short of what we 
ought to raise. It is quite evident we can never balance the 
Budget under the present income-tax system. 

I recognize that we cannot change the present income-tax 
law with one stroke. What I want to do is to abate its nui- 
sance provisions by degrees. The first thing to be done, in 
my opinion, is restore income-tax rates as they were prior to 
the enactment of the Revenue Act of 1932; that is, the rates 
as reduced to a reasonable basis by the act of December 16, 
1929. 

Secondly, to offset this reduction I want to have a tax 
imposed upon everyone who earns a settled, regular income, 
without exception, without exemption, without regard to 
brackets. This is easy enough to put into operation, because 
the general provisions of the income-tax law will not be dis- 
turbed by my proposal. The income-tax return is made up 
showing a gross income of, say, $100,000. You add at the 
foot of the income-tax return 1 cent per dollar, or $1,000. 
That is the tax. 

Let us consider the great body of Federal and other 
salaried employees who have steady, regular incomes of from 
$3,000 to $5,000 or $6,000. Do they pay an income tax under 
the complicated provisions of the present income-tax law? 
Not a cent. They are allowed exemptions for their wives, 
for their children, for their investment losses. 

Mr. O'CONNOR. Mr. Speaker, will the gentleman yield 
at this point? 

Mr. GRIFFIN. Yes. 

Mr. O’CONNOR. In order to reach State and municipal 
employees a constitutional amendment would be needed. 
They are exempt by reason of the taxing obligations of the 
State and the municipalities and subdivisions of the State. 

Mr. GRIFFIN. That is true; but all of the employees of 
the Federal Government and private salaried employees 
draw settled incomes for which they ought to be grateful, 
and they ought to be content to pay a modest sum in the way 
of taxation. The States can follow suit if they like—as, for 
instance, Mississippi has done. There is a State which has 
adopted the gross-income tax idea and in a short time wiped 
out its deficit. Indiana, I understand, is about to adopt a 
similar law. So this proposal is no wild innovation. 

[Here the gavel fell.] 

Mr. GRIFFIN. Mr. Speaker, I ask unanimous consent to 
proceed for 5 additional minutes. 

The SPEAKER pro tempore (Mr. McKeown). Is there 
objection to the request of the gentleman from New York? 

There was no objection. 

Mr. RICH. Mr. Speaker, will the gentleman yield for a 
question? 

Mr. GRIFFIN. I yield. 
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Mr. RICH. If 1-percent income tax were charged on gross 
incomes, does not the gentleman believe the manufacturers 
would take that as an item of expense and pass it on to the 
consumers? Would it not be the same as a sales tax? 

Mr. GRIFFIN. They could not do that. I went into this 
very question very fully in my speech of a year ago when I 
introduced my original resolution (H.J.Res. 381), on May 
7, 1932. I will send the gentleman a copy of it, but I think 
the following extract answers the gentleman’s question: 

HOW THE GROSS-INCOME TAX WORKS 


Corporations: A corporation selling $1,000,000 worth of goods 
would pay a $10,000 tax. If the article they manufactured and 
sold was, for instance, f. 


pan would figure out about one fourth of 1 cent—too small oe 
shifted, pyramided, or otherwise burdensome to the consumer. 

Mr. BROWN of Kentucky. Mr. Speaker, will the gentle- 
man yield? 

Mr. RICH. I yield. 

Mr, BROWN of Kentucky. The gentleman proposes to 
change the income-tax brackets to the brackets prior to 
1932? 

Mr. GRIFFIN. That is the idea; yes. 

Mr. BROWN of Kentucky. And as an argument for that 
the gentleman states that evasions of income taxes are due 
to the high and exorbitant rates? 

Mr. GRIFFIN. Yes. 

Mr. BROWN of Kentucky. Is it not true that all of the 
evasions of income taxes took place before the 1932 act? 

Mr. GRIFFIN. No. 

Mr. BROWN of Kentucky. Did not the Mitchell evasion 
and the Mellon evasion, as set out by the gentleman froin 
Pennsylvania [Mr. McFappen], take place before the 1932 
act? 

Mr. GRIFFIN. There has never been a time since the 
enactment of the first income tax law that evasions have not 
taken place. The reason is plain. No tax is effectual which 
is punitive in its rates to the extent of inviting fraud. 
Evasions have occurred and always will occur so long as we 
adhere to the false principle of discriminating against groups 
instead of spreading a fair tax, like the gentle rain, over all. 

Mr, FREAR. If the gentleman will permit just one ques- 
tion in reference to his bill, is this supposed to be a substi- 
tute for the regular income tax or in addition to the regular 
income tax? 

Mr. GRIFFIN. Aside from the cent-a-dollar tax on gross 
incomes, it merely reinstates the income-tax rates for indi- 
viduals and corporations; and that is done to lighten the 
burden and make the cent-a-dollar tax more easy to bear. 

Mr. FREAR. Instead of the present law? 

Mr. GRIFFIN. Instead of the present law; yes. 

Mr. FREAR. Then a man who has an income of $1,000,000 
annually would only pay $10,000 of taxes? 

Mr. GRIFFIN. No; the cent-a-dollar tax on gross incomes 
does not take the place of the existing income tax law. 
Under the proposal that I make, the existing brackets of the 
income tax are not disturbed. The individual or corporation 
makes his return in the usual way, but uses the rates of the 
act of 1929. Then at the foot of his return he adds a 1-cent- 
per-dollar tax. 

Under the provisions of the old act, with its exemptions 
and its brackets, he still has the liberty, it is true, and still 
has the opportunity, I admit, to resort to evasions. We can- 
not help this unless we finally come to the conclusion that 
the best way to tax is to make one broad, general tax at the 
source and let it filter its way down to the ultimate 
consumer as best it can. 

But with this humble, modest suggestion of 1-cent-a- 
dollar tax on gross incomes, no one can be hurt. 

When I introduced this proposal last year I discussed it 
with some Federal employees and they’ began to protest 
about a cent-a-dollar tax on their income. One fellow, get- 
ting $4,000 a year, said, “ Well, I would have to pay $40 a 
year on that”; and I said, “Sure, you will, but if you do 


not get this tax you will stand a reduction of $400 in your 
salary ”; and this is precisely what happened. He said, “I 
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do not pay any tax; I have these exemptions for my wife 
and family.” 

Why should not every man who earns a regular income 
contribute his share to the support and maintenance of his 
Government? 

I submit this question to you for your consideration. 

Mr. MARTIN of Colorado. May I ask the gentleman a 
question? 

Mr. GRIFFIN. Yes. 

Mr. MARTIN of Colorado. As the gentleman has stated, 
the subject of a sales tax is one in which every Member of 
this body is vitally interested, particularly at this moment. 
The gentleman started out by stating he was opposed to the 
sales tax because if was passed on to the consumer. I wish 
the gentleman would kindly explain to the House the modus 
operandi by which the sales tax is passed on to the con- 
sumer, 

Mr. GRIFFIN. It is imposed directly on the consumer 
like the tax on ice cream and soda water. 

Mr. MARTIN of Colorado. Is that the manufacturer’s 
sales tax? 

Mr. GRIFFIN. That is another exemption or another 
way of getting around it, but, inevitably, any sales tax which 
is proposed will be shifted and will be pyramided and fall 
upon the ultimate consumer. Another objection to the 
manufacturer’s sales tax is its limited application and its 
inevitable exemptions in favor of certain groups. 

Mr. MARTIN of Colorado. I will say to the gentleman 
that that is my understanding and that is my objection to 
it—it is not only added, but pyramided, and a profit made 
on the taxes. 

Mr. GRIFFIN. That is one reason why the gentleman 
ought to support my bill providing a tax of 1 cent a dollar 
on gross income. 

Mr. MARTIN of Colorado. As the gentleman has given 
this particular subject a great deal of study I thought the 
gentleman could explain the matter so the membership of 
the House would understand it thoroughly. 

Mr. GRIFFIN. The whole subject of the manufacturers’ 
sales tax has been thoroughly canvassed and I dare not ven- 
ture to believe it is not understood. What I am solicitous 
about is to make sure that my colleagues will understand 
my proposal of a cent-a-dollar tax on gross incomes. Per- 
mit me to give this summary of its principles and purposes: 

First. Imposes the tax at the source, so gently and equi- 
tably that it cannot be shifted, evaded, or pyramided. 

Second. Taxes those who have the ability to pay. 

Third. Reaches all who have regular incomes and who 
evade taxation through the complicated exemptions of the 
present law. 

Fourth. Spreads a light tax equitably, making citizens 
tax-conscious. 

Fifth. Wipes out the custom of filing fictitious income-tax 
returns showing “ no net incomes.” 

I hope it will be kept in mind that this proposal is offered 
as a means of raising money and closing up the deficit. It 
is a veritable gold mine. Upon the basis of the income-tax 
returns of 1930, to which I have before alluded, if the cent- 
a-dollar tax on gross incomes were in effect, it would have 
put into the Treasury $1,499,572,174 additional. I have not 
succeeded as yet in breaking down or analyzing the income- 
tax returns of 1932, but I venture the estimate that instead 
of the books showing $1,056,756,697 (a drop of nearly $70,- 
000,000 over 1931) it would have raised the total receipts 
to $1,800,000,000—a gain of $644,000,000. 

AMENDMENT OF THE NATIONAL BANKING ACT 

Mr. STEAGALL. Mr. Speaker, I ask unanimous consent 
that I may have until midnight tonight to introduce an 
amended banking bill. 

Mr. PATMAN. Mr. Speaker, reserving the right to object, 
I want to ask the gentleman a question about the bill: Is 
the bill similar to the Glass bill reported to the Senate 
yesterday? 

Mr. STEAGALL. The bill, insofar as amendments to the 
banking laws are concerned, is practically the same as the 
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Glass bill. The deposit-insurance provision of the bill is 
substantially the same and entirely in accord with it in prin- 
ciple, but there are some differences in detail relating in 
part to the method of admitting State banks to participation 
in the benefits of the guaranty fund, and a slight change as 
to the time in which the bill is to become effective. 

Mr. PATMAN. I presume the chairman contemplates 
reporting the bill out from the committee tomorrow? 

Mr, STEAGALL. The committee has ordered the bill 
reported and I am asking permission to introduce the bill as 
amended so as to avoid the necessity of considering com- 
mittee amendments in the House. 

Mr. PATMAN. The reason I ask the question is this: I 
asked permission to be heard before the committee on this 
bill. There are two features of it to which I am very much 
opposed. One is to further farm out the privilege of issu- 
ing money to a few powerful bankers in the Nation and 
giving them all the profits they make out of using the 
Government credit free of charge. Particularly, I call the 
gentleman’s attention to section 3 of his bill or section 4 
of the Glass bill, which amends section 7 of the Federal 
Reserve Act, which bill formerly required all excess profits 
to go into the United States Treasury as a franchise tax, 
which was later amended providing that excess profits may 
be retained until the surplus amounted to 40 percent of the 
capital stock of the Federal Reserve banks, and then in 
1919, in March, it was further amended so as to permit 
excess earnings to go into the surplus fund until such sur- 
plus fund amounts to 100 percent of the capital stock of the 
Federal Reserve banks. This bill, if I understand it cor- 
rectly, will give all the excess earnings to the Federal Re- 
serve banks instead of the excess earnings going into the 
United States Treasury. The Government does not own one 
penny of stock in the Federal Reserve banks; it is all owned 
by private bankers. 

This is one of the features of the bill I am very much 
opposed to, and I sought an opportunity to be heard before 
the committee, and I am awfully sorry I was not allowed 
that opportunity. 

Mr. STEAGALL. I will say to my friend that the com- 
mittee would have appreciated the benefit of his views. I 
am sure the gentleman realizes the desire that exists every; 
where to finish the work of this session of Congress. The 
legislation has been thoroughly considered in the Senate, 
both in committee and by the entire body. The provision to 
which the gentleman refers was passed by the Senate in the 
last Congress. The House committee had the benefit of 
the Senate hearings. In view of the peculiar conditions 
that exist and the emergency nature of the measure, and the 
desire to end the session at an early date, it was decided 
by the committee that we should proceed to the consid- 
eration of the bill in executive session and report it immedi- 
ately. We called an expert from the Treasury Department 
to discuss some of the technical provisions of the bill, but 
the committee decided that it would not hold open hearings 
at this late day in the session. 

Mr. PATMAN. May I ask the gentleman one more ques- 
tion? Will the chairman of the committee request a special 
rule on the bill or will it come up under the general rules 
of the House subject to amendment with plenty of time 
allowed for discussion? As I was not afforded permission to 
appear before the committee, I should like to discuss the 
bill at some length on the floor. 

Mr. STEAGALL. I hope the gentleman will be permitted 
to discuss the bill at length on the floor. 

Mr. PATMAN. Will it be subject to amendment? 

Mr. STEAGALL. The gentleman is asking me to say 
more than I am permitted to say. Of course, I desire to have 
plenty of time for discussion. 

Mr. PATMAN. I am not in favor of expediting a bill that 
gives a billion-dollar franchise to a few bankers, although 
it may contain some desirable provisions. 

Mr. STEAGALL. I am sure the gentleman does not care 
to discuss the merits of the legislation now. 

Mr. PATMAN. The guarantee feature, as I understand it, 
provides that the Government shall put up $150,000,000 from 
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its surplus fund, the Federal Reserve banks will put up 
$150,000,000, which in fact belongs to the Government of the 
United States, so that the Government puts up $300,000,000 
and then the bankers will put up $150,000,000 more. How- 
ever, the bankers putting up the last $150,000,000 will be 
relieved of paying interest on demand deposits, which will 
save them $259,000,000 annually. So the banks are not only 
not out anything but will actually make a profit of $114,- 
000,000 the first year with increased profits each year. 

Mr. STEAGALL. The gentleman is slightly in error as to 
the initial subscription to stock of the Deposit Insurance 
Corporation. The Federal Reserve banks are to subscribe 
one half of their surplus, which amounts in round numbers 
to close to $140,000,000. The surplus fund of the Reserve 
banks is something like $280,000,000. The gentleman is also 
in error as to the payment of interest on demand deposits. 
That provision is not in the bill which is to be introduced in 
the House. 

Mr. PATMAN. I understand the provisions will be insisted 
upon at the other end of the Capitol. I hope the gentle- 
man will bring in a bill accompanied by a rule allowing 
amendments and liberal debate. This is not an adminis- 
tration measure, so we cannot be charged with disloyalty to 
the party if we humbly ask for permission to offer and 
discuss amendments to the bill. 

(Cries of “ Regular order! ”) 

The SPEAKER. Is there objection to the request of the 
gentleman from Alabama? 

Mr. COCHRAN of Missouri. Reserving the right to object, 
I should like to ask the gentleman a question. 

Mr. FULLER. Mr. Speaker, I demand the regular order. 

Mr. COCHRAN of Missouri. Mr. Speaker, I object. 


THE CONSENT CALENDAR 


The SPEAKER. Pursuant to the unanimous-consent 
order of yesterday, it is in order now to consider bills on the 
Consent Calendar. The Clerk will call the first bill. 


FEDERAL CONFORMITY ACT 


The business on the Consent Calendar was the bill (H.R. 
5091) to amend section 289 of the Criminal Code. 

The SPEAKER. Is there objection? 

Mr. JENKINS. Mr. Speaker, reserving the right to object, 
blew not that bill passed yesterday under suspension of the 

es? 

Mr. McKEOWN. No. 

The SPEAKER. Is there objection? 

There was no objection. 

The Clerk read the bill, as follows: 


Be it enacted, etc., That section 289 of the Criminal Code (U.S.C. 
title 18, sec. 468) be, and it is hereby, amended to read as follows: 

“Sec. 289. Whoever, within the territorial limits of any State, 
organized Territory, or District, but within or upon any of the 
places now existing or hereafter reserved or acquired, described in 
section 272 of the Criminal Code (U.S.C., title 18, sec, 451), shall 
do or omit the doing of any act or thing which is not made penal 
by any laws of Congress, but which if committed or omitted within 
the jurisdiction of the State, Territory, or District in which such 
place is situated, by the laws thereof in force on January 1, 1933, 
would be penal, shall be deemed guilty of a like offense and be 
subject to a like punishment; and every such State, Territorial, 
or district law shall, for the purposes of this section, continue 
in force, notwithstanding any subsequent repeal or amendment 
thereof by any such State, Territory, or District.” 


The bill was ordered to be engrossed and read a third 


time, was read the third time, and passed, and a motion to 
reconsider laid on the table. 


ARREST AND RETURN OF PROBATION VIOLATORS 


The next business on the Consent Calendar was the bill 
(H.R. 5208) to amend the probation law. 

There being no objection, the Clerk read the bill, as 
follows: 


Be it enacted, etc., That the first sentence of the second para- 
graph of the act of March 4, 1925, entitled “An act to provide 
for the establishment of a probation system in the United States 
courts, except in the District of Columbia” (U.S. C., title 18, sec. 
725), be, and the same is hereby, amended to read as follows: 
“At any time within the probation period the probation officer 
may arrest the probationer wherever found, without a warrant, or 
the court which has granted the probation may issue a warrant 
for his arrest, which warrant may be executed by either the 
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probation officer or the United States marshal of either the dis- 
trict in which the probationer was put upon probation or of any 
district in which the probationer shall be found and, if the 
bationer shall be so arrested in a district other than tha 
which he has been put upon probation, any of said officers 1 — 
return probationer to the district out of which such warrant 
shall have been issued.” 

The bill was ordered to be engrossed and read a third 
time, was read the third time, and passed, and a motion 
to reconsider laid on the table. 


BRIDGE ACROSS LAKE SABINE, PORT ARTHUR, TEX 


The next business on the Consent Calendar was the bill 
(H.R. 4870) to extend the times for commencing and com- 
pleting the construction of a bridge across Lake Sabine at 
or near Port Arthur, Tex. 

The SPEAKER. Is there objection? 

Mr. SWANK. Mr. Speaker, I object. 

Mr. MILLER. Mr. Speaker, I object. 


BRIDGE ACROSS NORTHWEST RIVER, VA. 


The next business on the Consent Calendar was the bill 
(H.R. 5152) granting the consent of Congress to the State 
Highway Commission of Virginia to replace and maintain a 
bridge across Northwest River in Norfolk County, Va., on 
State Highway Route No. 27. 

The SPEAKER. Is there objection? 

There was no objection. 

The SPEAKER. Without objection, the Clerk will report 
the committee amendment. 

The Clerk read as follows: 

Strike out all after the enacting clause and insert: 

“That the consent of Congress is hereby granted to the State 
Highway Commission of Virginia, and its successors, to replace 
and operate a free highway bridge and approaches thereto across 
the Northwest River, at a point suitable to the interests of naviga- 
tion, at or near Norfolk County, Va., on State Highway Route No. 
27, in accordance with the provisions of an act entitled ‘An act 
to regulate the construction of bridges over navigable waters’, 
approved March 23, 1906.” 

SEC, 2. The right to alter, amend, or repeal this act is hereby 
expressly reserved. 

The committee amendment was agreed to; and the bill 
as amended was ordered to be engrossed and read a third 
time, was read the third time and passed, and a motion to 
reconsider laid on the table. 


BRIDGE ACROSS STAUNTON AND DAN RIVERS, VA. 


The next business on the Consent Calendar was the bill 
(H.R. 5173) granting the consent of Congress to the State 
Highway Commission of Virginia to maintain a bridge 
already constructed to replace a weak structure in the same 
location, across the Staunton and Dan Rivers, in Mecklen- 
burg County, Va., on United States Route No. 15. 

There being no objection, the Clerk read the bill, as 
follows: 

Be it enacted, etc., That the consent of Congress is hereby 
granted to the State Highway Commission of Virginia, and its suc- 
cessors, to maintain and operate, in accordance with the provisions 
of the act entitled “An act to regulate the construction of bridges 
over navigable waters”, approved March 23, 1906, a bridge and 
approaches thereto already constructed to replace an inadequate 
structure already constructed across the Staunton and Dan Rivers, 
at their mouths—Clarksville, in Mecklenburg County, which bridge 
is hereby declared to be a lawful structure to the same extent and 
in the same manner as if it had been constructed in accordance 
with the provisions of said act of March 23, 1906 

Sxc. 2. The right to alter, amend, or repeal this act is hereby 
expressly reserved. 

The bill was ordered to be engrossed and read a third 
time, was read the third time, and passed, and a motion 
to reconsider laid on the table. 

BRIDGE ACROSS SAVANNAH RIVER, GA. 

The next business on the Consent Calendar was the bill 
(H.R. 5476) to extend the times for commencing and com- 
pleting the construction of a bridge across the Savannah 
River at or near Burtons Ferry, near Sylvania, Ga. 

There being no objection, the Clerk read the bill, as fol- 
lows: 


Be it enacted., That the times for kd tasers eon a ana complet- 
ing the construction of a bridge authorized by act 
approved May 26, 1928, heretofore revived and nee by act of 
Congress approved April 22, 1932, to be built by the South Caro- 
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lina and Georgia State Highway Departments across the Savannah 
River at or near Burtons Ferry, near Sylvania, Ga., are hereby 
by Ibsen aa 1 and 3 years, respectively, from the date of approval 


Src. 2. So ge oa nad ee ay cla a a 
expressly reserved 

The hill was dared to. be ahonda aid eda take 
time; was read the third time and passed, and a motion to 
reconsider laid on the table. 


IDENTITY OF THE DALLES BRIDGE CO. 


The next business on the Consent Calendar was the bill 
(S. 1278) to amend an act (Public, No. 431, 72d Cong.) to 
identify The Dalles Bridge Co. 

The SPEAKER. Is there objection? 

Mr. GOSS. Mr. Speaker, I reserve the right to object, 
Is that meant to indemnify or identify? 

Mr. MILLIGAN, It is meant to identify. 

Mr. GOSS. Is this the same bridge bill that is before 
the Committee on Military Affairs? 

Mr. KNUTE HILL. It is. 

Mr. GOSS. In connection with the building of a bridge 
across that canal? 

Mr. KNUTE HILL. This bill was passed authorizing the 
Dalles Bridge Co. to build that bridge in the last session 
of the Congress. There are two Dalles companies. One 
is a corporation organized in Washington and the other 
is organized in Oregon. It was not specified in the bill, and 
this is to identify the Washington corporation and not the 
Oregon. 

Mr. GOSS. The gentleman is aware of the fact that the 
Committee on Military Affairs has a bill before it about this 
same bridge, at the present time, and that the subcom- 
mittee having it in charge has not reported the bill favor- 
ably? 

I understand there was some difficulty about the land over 
the canal and rights of way there. 

Mr. MILLIGAN. Will the gentleman yield? 

Mr. GOSS. Yes; I yield. 

Mr. MILLIGAN. That is not involved in this bill. The 
authority to build this bridge was granted in the last session. 

Mr. GOSS. I understand that. 

Mr. MILLIGAN. There are two corporations—an Oregon 
corporation and a Washington corporation. This merely 
designates the corporation as the Washington corporation. 

Mr. GOSS. But the Committee on Military Affairs, of 
which I am a member, has this same bill back again, because 
they could not build the bridge without certain amendments 
to the bill as it passed the House last year. 

Mr. MILLIGAN, Is that not for authority to construct 
over certain Government land? 

Mr. GOSS. Yes. 

Mr. COCHRAN of Missouri. Will the gentleman yield? 

Mr. GOSS. I yield. 

Mr. COCHRAN of Missouri. Is this bridge to be con- 
structed over the Columbia River at Astoria? 

Mr. GOSS. No; not at Astoria. It is at The Dalles. The 
bill that was passed last year would not give authority to 
build this bridge over a Government canal without addi- 
tional authority. The Military Affairs Committee has that 
bill before it. The only reason they have it instead of the 
Committee on Interstate and Foreign Commerce is because 
it affects the War Department’s property. I do not want 
to see this mixed up with that bill which is before the 
committee now. 

Mr. MILLIGAN. That has nothing to do with it. 

Mr. GOSS. I wish the gentleman would let this go over 
until the Chairman of the Committee on Military Affairs is 
present. I would ask the gentleman to let it go over with- 
out prejudice until the Chairman of the Military Affairs 
Committee is on the floor. 

Mr. MILLIGAN. That will be satisfactory. 

Mr. GOSS. Mr. Speaker, I ask unanimous consent that 
the bill be passed over without prejudice. 

The SPEAKER. Is there objection to the request of the 
gentleman from Connecticut [Mr. Goss]? 

There was no objection. 
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TOLL BRIDGE ACROSS MISSOURI RIVER, PLATTE COUNTY, MO., TO 
KANSAS CITY, KANS. 


The Clerk called the next business on the Consent Calen- 
dar (H.J.Res. 159) granting the consent of Congress to a 
compact or agreement between the State of Kansas and the 
State of Missouri authorizing the acceptance for and on be- 
half of the States of Kansas and Missouri of title to a toll 
bridge across the Missouri River from a point in Platte 
County, Mo., to a point at or near Kansas City, in Wyan- 
dotte County, Kans., and specifying the conditions thereof. 

The SPEAKER. Is there objection to the present con- 
sideration of the House joint resolution? 

Mr. COCHRAN of Missouri. Reserving the right to ob- 
ject, I should like to ask the author of the bill why the sug- 
gestion of the Department of Agriculture was not carried 
out? The letter from the Assistant Secretary of Agricul- 
ture suggests an amendment, that some provision should be 
inserted, conditioning the approval of Congress to said com- 
pact or agreement upon the maintenance and operation of 
the bridge free of tolls after the amortization of its con- 
struction costs. 

Mr. MILLIGAN. If the gentleman will look on page 5 of 
the report on the original bill granting the franchise to 
build this bridge, he will see that provision is contained in 
the original authority. 

Mr. COCHRAN of Missouri. It is in the original au- 
thority? 

Mr. MILLIGAN, Yes. 

Mr. COCHRAN of Missouri. Then the Department of 
Agriculture did not have that information before it? 

Mr. MILLIGAN. They were mistaken, 

Mr. COCHRAN of Missouri. Eventually it is to become a 
free bridge? 

Mr. MILLIGAN. Yes, sir. 

The SPEAKER. Is there objection? 

There was no objection. 

The Clerk read as follows: 


Whereas by an act of Congress approved May 22, 1928, a fran- 
chise was granted to the Interstate Bridge Co. for the construction 
of a toll bridge across the Missouri River at or near Kansas City, 
Kans., which has been extended by the acts of March 2, 1929, and 
June 30, 1930, and which is now owned by the Regional Bridge 
Co., a corporation organized and existing under the laws of the 
State of Delaware, as assignee of the Interstate Bridge Co.; and 

Whereas authority has been granted to the State Highway Com- 
mission of Kansas by an act of the Legislature of the State of 
Kansas, approved March 24, 1933, and published in the official 
State paper on March 27, 1933, and to the State Highway Commis- 
sion of Missouri by an identical act, mutatis mutandis, of the 
General Assembly of the State of Missouri, approved April 17, 
1933, to include in the highway systems of the respective States 
of Kansas and Missouri any toll bridge across any river forming 
a common boundary between the two States; to join in entering 
into contracts with the owner of any such toll bridge and with the 
holders of any bonds issued in connection with the construction 
of such bridge, by the terms of which the State Highway Commis- 
sions of Kansas and Missouri shall maintain, operate, and insure 
such bridge, and fix and collect and apply tolls thereon, and shall 
construct, maintain, and operate as free State highways, ap- 
proaches thereto, and shall make and treat as part of the high- 
way system of their respective States such entire bridge and any 
part of such approaches lying within their respective States; and 
to accept conveyance of title to and ownership of any such bridge 
or part thereof situated within their respective States, subject to 
any encumbrance against any such bridge and pledge of its tolls 
previously executed; and 

Whereas Regional Bridge Co. has obtained an agreement from 
the Reconstruction Finance Corporation of the United States to 
aid in financing the construction of a bridge under the franchise 
granted by the act of May 22, 1928, and extensions thereof, under 
authority of the act of Congress known as the “ Emergency Relief 
and Construction Act of 1932”, by purchasing at par the bonds of 
Regional Bridge Co., secured by mortgage on such bridge, in the 
amount of $600,000, upon condition that certain requirements be 
met and agreed to by the States of Kansas and Missouri; and 

Whereas the Legislature of the State of Kansas and the General 
Assembly of the State of Missouri, to make effective the acts of 
their respective legislative bodies herein cited and to meet the 
requirements imposed by the Reconstruction Finance Corporation 
have each adopted the following resolution: 

“Whereas Regional Bridge Co., a corporation organized and 
existing under the laws of the State of Delaware, is the owner 
and holder of a franchise granted by the Congress of the United 
States to construct (according to plans approved by the War De- 
partment of the United States), maintain, and operate a toll 
bridge across the Missouri River from a point at or near Kansas 
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Sa a ETE County, Kans., to a point in Platte County, 
= an 

“ Whereas Regional Bridge Co. desires to commence the con- 
a of such bridge as soon as the same is fully financed; 
an 

“Whereas Reconstruction Finance Corporation of the United 
States has agreed with Regional Bridge Co. to aid in financing 
the construction of such bridge, under authority of the act of 
Congress known as the ‘Emergency Relief and Construction Act 
of 1932’, by purchasing at par the bonds of Regional Bridge Co., 
sires by mortgage on such bridge, in the amount of $600,000; 

u 

“ Whereas Reconstruction Finance Corporation has imposed cer- 
tain requirements, to be met and agreed to by the States of Mis- 
souri and Kansas, as conditions precedent to its purchase of such 
bonds; and 

“ Whereas inasmuch as such bridge will form an important link 
in and improvement to the highway systems of the States of Mis- 
souri and Kansas, and will be of benefit and advantage to the 
citizens of both, and the public, and inasmuch as Regional Bridge 
Co., by resolution duly passed by the unanimous vote of its stock- 
holders, has agreed to transfer and convey such bridge, free of 
cost, to the State Highway Commissions of Missouri and of Kan- 
Sas, on behalf of such States of Missouri and Kansas, jointly, such 
conveyance to be made as soon as such mortgage shall have been 
properly recorded in both Missouri and Kansas, subject to the 
right of and duty upon Regional Bridge Co. fully to complete 
the construction of such bridge, it is to the interest and benefit 
of the States of Missouri and Kansas, and the citizens of both, 
that the States of Missouri and Kansas meet and agree to the 
requirements of the Reconstruction Finance Corporation, as con- 
ditions precedent to the purchase of such bonds: Now, therefore 

“In consideration of the benefits and advantages accruing to 
the States of Missouri and Kansas, and the citizens of both, and 
in consideration of the adoption of this resolution by both the 
States of Missourl and Kansas, the States of Missouri and Kansas 
hereby enter into the following compact and agreement: Be it 

“ Resolved by the Senate of the State of Kansas (the house of 
representatives agreeing thereto): 

“Section 1. Regional Bridge Co., its successors and assigns, shall 
be, and it is hereby, authorized to construct, maintain, and operate 
such bridge across the Missouri River from a point at or near 
Kansas City, in Wyandotte County, Kans., to a point in Platte 
County, Mo., according to plans approved by the War Department 
of the United States; and the said States hereby authorize Regional 
Bridge Co. to enter upon and use for the purpose of constructing, 
main „and operating such bridge all necessary lands under 
water belonging to said States, and the fee to any lands so used 
shall upon such use be vested in such Regional Bridge Co. 

“Sec. 2. The State Highway Commission of Missouri and the 
State Highway Commission of Kansas shall be, and they are 
hereby, authorized and directed to accept, when tendered by 
Regional Bridge Co., conveyance of such bridge and franchise 
therefor to such State Highway Commission jointly, on behalf of 
the States of Missouri and Kansas. Such conveyance shall not be 
in assumption of such mortgage, but shall expressly be subject to 
such mortgage, and to the right and duty upon Regional Bridge 
Co. fully to complete the construction of such bridge. 

“Sec. 3. The State Highway Commission of Missourl and the 
State Highway Commission of Kansas shall be, and they, and each 
of them, hereby are, authorized to maintain, operate, and insure 
such bridge and to fix and collect tolls thereon and apply such 
tolls, and to enter into any and all contracts with said Recon- 
struction Finance Corporation or any other party or parties con- 
sidered by said highway commissions, or either of them, to he 
necessary or expedient for or in connection with the proper main- 
tenance, operation, and insurance of such bridge and such fixing, 
collection, and application of tolls thereon, and to incur joint and 
several obligations under such contracts; and to construct and 
maintain, and to enter into any contracts, severally, with said 
Reconstruction Finance Corporation or any other party or parties, 
considered by said highway commissions or either of them to be 
necessary or expedient, for or in connection with the construction 
and maintenance of approaches to such bridge and roadways lead- 
ing thereto, lying within their respective States. And said high- 
way commissions, and each of them, are further authorized to 
make and treat as a part of the State highway system of their 
respective States the entire such bridge and that portion of the 
approaches thereto lying within their respective States, and to 
enter into contracts with the Reconstruction Finance Corporation 
or any other party or parties in respect thereto. 

“Sec. 4. Neither the State of Kansas nor the State of Missouri, 
nor any department or political subdivision thereof, shall con- 
struct or cause to be constructed, or grant any right, privilege, or 
franchise for the construction of, any bridge, ferry, tunnel, or 
other competing facility across or under the Missouri River within 
a distance of 5 miles from said bridge, measured along the mean- 
derings of the thread of the stream of the Missouri River, until 
the construction costs of said bridge, with interest thereon, shall 
have been fully paid. 

“Sec. 5. To the faithful observance of this compact and agree- 
ment the States of Missouri and Kansas, by the adoption of this 
resolution, each pledges its good faith. 

“Src. 6. This compact and agreement shall be in force and take 
effect from and after its adoption by the General Assembly of the 
State of Missouri, and approval by the Governor of Missouri, and 
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its adoption oye Legislature of the State of Kansas, and ap- 
proval by the Governor of Kansas, and publication in the official 
State paper of the State of Kansas, and upon its receiving the 
consent and approval of the Congress of the United States”: 
Therefore be 1 

Resolved, etc, That the consent of Congress is hereby given to 
the aforesaid compact or agreement and to each and every term 
and provision thereof, and to all agreements to be made pursuant 
thereto by and between the said States or any agencies, commis- 
sions, or public or municipal bodies thereof: Provided, That noth- 
ing herein contained shall be construed to affect, impair, or 
diminish any right, power, or jurisdiction of the United States 
or of any court, department, board, bureau, officer, or official of 
the United States, over or in regard to any navigable waters, or 
any commerce between the State or with foreign countries, or any 
bridge, railroad highway, pier, wharf, or other facility or im- 
provement, or any other person, matter, or thing, forming the 
subject matter of the aforesaid compact or agreement or otherwise 
affected by the terms thereof: And provided further, That the 
right to alter, amend, or repeal this resolution or any part thereof 
is hereby expressly reserved. 


With the following committee amendment: 


On page 7, line —, after the word “public”, insert the words 
“or municipal.” 


The committee amendment was agreed to. 

The House joint resolution as amended was ordered to be 
engrossed and read a third time, was read the third time, 
and passed. 

A motion to reconsider was laid on the table. 


ST. LAWRENCE BRIDGE COMMISSION 


The Clerk called the next business on the Consent Calen- 
dar, H.R, 5329, creating the St. Lawrence Bridge Com- 
mission and authorizing said commission and its successors 
to construct, maintain, and operate a bridge across the St. 
Lawrence River at or near Ogdensburg, N.Y. 

There being no objection, the Clerk read as follows: 


Be it enacted, etc., That in order to facilitate international com- 
merce, the St. Lawrence Bridge Commission (hereinafter created, 
and hereinafter referred to as the Commission) and its suc- 
cessors and assigns, be, and are hereby, authorized to construct, 
maintain, and operate a bridge and approaches thereto across the 
St. Lawrence River at or near the city of Ogdensburg, N.Y., at a 
point suitable to the interests of navigation, in accordance with 
the provisions of an act entitled “An act to regulate the construc- 
tion of bridges over navigable waters”, approved March 23, 1906, 
subject to the conditions and limitations contained in this act, 
and subject to the approval of the proper authorities in the Do- 
minion of Canada. For like purposes said Commission and its 
successors and assigns are hereby authorized to , main- 
tain, and operate all or any ferries across the St. Lawrence River 
within 5 miles of the location which shall be selected for said 
bridge, subject to the conditions and limitations contained in this 
act, and subject to the approval of the proper authorities in the 
Dominion of Canada. 

Sec. 2. There is hereby conferred upon the Commission and its 
successors and assigns all such rights and powers to enter upon 
lands and to acquire, condemn, occupy, possess, and use such real 
estate and other property in the State of New York as may be 
needed for the location, construction, operation, and maintenance 
of such bridge and its approaches as are possessed by railroad cor- 
porations for railroad purposes or by bridge corporations for bridge 
purposes in the State of New York, upon making just compensa- 
tion therefor, to be ascertained and paid according to the laws of 
such State, and the proceedings therefor shall be the same as in 
the condemnation of private property for public purposes in such 
State; and the Commission and its successors and assigns may 
exercise in the Dominion of Canada all rights, powers, and author- 
ity which shall be granted or permitted to the Commission by the 
proper authorities of the Dominion of Canada or of the Province 
of Ontario, including the entering upon lands and acquiring, con- 
demning, occupying, possessing, and using such real estate and 
other property in the Dominion of Canada as may be needed for 
such location, construction, operation, and maintenance of such 
bridge. 

Sec.3. The Commission and its successors and assigns are hereby 


Sec. 4. The Commission and its successors and assigns are hereby 
authorized to provide for the payment of the cost of the bridge 
and its approaches and the ferry or ferries and the necessary lands, 
easements, and appurtenances thereto by an issue or issues of 


ble as 
to principal alone or both principal and interest, shall in such 
form not inconsistent with this act, shall mature at such time or 
times not exceeding 30 years from their respective dates, shall be 
in such denominations, shall be executed in such manner and be 
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payable in such medium and at such place or places as the Com- 
mission may determine. The Commission may repurchase and may 
reserve the right to redeem all or any of said bonds before 
maturity in such manner and at such price or prices, not exceed- 
ing 105 and accrued interest, as may be fixed by the Commission 
prior to the issuance of the bonds. The Commission may enter 
into an agreement with any bank or trust company in the United 
States as trustee having the power to make such agreement, 
setting forth the duties of the Commission in respect of the 
construction, maintenance, operation, repair, and insurance of the 
bridge and/or the ferry or ferries, the conservation and application 
of all funds, the safeguarding of moneys on hand or on deposit, 
and the rights and remedies of said trustee and the holders of the 
bonds, restricting the individual right of action of the bond- 
holders as is customary in trust agreements respecting bonds of 


inconsistent with the law and also provisions for approval by the 
original purchasers of the bonds of the employment of consulting 
engineers and of the security given by the bridge contractors and 
by any bank or trust company in which the proceeds of bonds or 
of bridge or ferry tolls or other moneys of the Commission shall 
be deposited, and may provide that no contract for construction 


all Federal, State, municipal, and local taxation. Said bonds shall 
be sold in such manner and at such time or times and at such 
price as the Commission may determine, but no such sale shall 
be made at a price so low as to require the payment of more 
than 6 percent interest on the money received therefor, computed 
with relation to the absolute maturity of the bonds in accordance 
with standard tables of bond values, and the face amount thereof 
shall 50 calculated as to produce, at the price of their sale, 
of the bridge and its approaches, and the land, ease- 
, and appurtenances used in connection therewith and, in the 
the ferry or ferries are to be also the cost of 
ferry or ferries and the lands, easements, and appurtenances 
e 
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in connection therewith. The cost of the bridge and ferry 
shall be deemed to include interest during construction 
the bridge, and for 12 months thereafter, and all engineering, 
, architectural, traffic 
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fund hereinafter provided. 
Prior to the preparation of definitive bonds the Commission may, 
under like restrictions, issue temporary bonds or interim cer- 
tificates with or without coupons of any denomination what- 
soever, exchangeable for definitive bonds when such bonds have 
been executed and are available for delivery. 

Sec. 5. In fixing the rates of toll to be charged for the use of 
such bridge the same shall be so adjusted as to provide a fund 
sufficient to pay for the reasonable cost of depreciating, main- 
taining, repairing, and operating the bridge and its approaches 
under economical management, and to provide a sinking fund 
sufficient to pay the principal and interest of such bonds as the 
same shall fall due and the redemption or repurchase price of all 
or any thereof redeemed or repurchased before maturity as herein 
provided. All tolis and other revenues from said bridge are hereby 
pledged to such uses and to the application thereof hereinafter 
in this section required. After payment or provision for payment 
therefrom of all such cost of maintaining, repairing, and operating 
sufficient for the same purpose during an ensuing peri 
more than 6 months, the remainder of tolls collected shall be 
placed in the sinking fund, at intervals to be determined by the 
Commission prior to the issuance of the bonds. An accurate 
record of the cost of the bridge and its approaches, the expendi- 


or corporation participating in such 
use of such bridge for traffic except upon payment of the tolls so 
fixed and adjusted. No toll shall or em: 
ployees of the Commission or of the 


Sxc. 6. Nothing herein contained shall require the 
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successors it may seem expedient so to do. The Commission and 
its successors may fix such rates of toll for the use of such ferry 
or ferries as it may deem proper, subject to the same conditions as 
are hereinabove required as to tolls for traffic over the bridge. 
All tolls collected for the use of the ferry or ferries and the pro- 
ceeds of any sale or disposition of any ferry or ferries shall be 
used, so far as may be necessary, to pay the cost of maintaining, 
repairing, and operating the same, and any residue thereof shall 
be paid into the sinking fund hereinabove provided for bonds. 
An accurate record of the cost of purchasing the ferry or ferries, 
the expenditures for maintaining, repairing, and operating the 
same, and of the daily tolls collected shall be kept and shall be 
available for the information of all persons interested. 

Sec. 7. After payment of the bonds and interest, or after a sink- 
ing fund sufficient for such payment shall have been provided 
and shall be held for that purpose, the Commission shall deliver 
deeds or other suitable instruments of conveyance of the interest 
of the Commission in and to the bridge, that part within the 
United States to the State of New York or any municipality or 
agency thereof as may be authorized by or pursuant to law to 
accept the same (hereinafter referred to as the “United States 
interests”) and that part within Canada to the Dominion of 
Canada or to such Province, municipality, or agency thereof as 
may be authorized by or pursuant to law to accept the same 
(hereinafter referred to as the “ Canadian interests”), under the 
condition that the bridge shall thereafter be free of tolls and be 
properly maintained, operated, and repaired by the United States 
interests and the Canadian interests, as may be agreed upon; 
but if either the United States interests or the Canadian interests 
shall not be authorized to accept or shall not accept the same 
under such conditions, then the bridge shall continue to be owned, 
maintained, operated, and repaired by the Commission, and the 
rates of tolls shall be so adjusted as to provide a fund of not to 
exceed the amount necessary for the proper maintenance, repair, 
and operation of the bridge and its approaches under economical 
management, until such time as both the United States interests 
and the Canadian interests shall be authorized to accept and shall 
accept such conveyance under such conditions, If at the time of 
such conveyance the Commission or its successors shall not have 
disposed of such ferry or ferries, the same shall be disposed of by 
sale as soon as practicable, at such price and upon such terms as 
the Commission or its successors may determine, but in making 
any such sale preference shall be given to the Canadian interests 
and thereafter to the United States interests before any sale except 
to such respective interests. 

Src. 8. For the purpose of carrying into effect the objects stated 
in this act there is hereby created the St. Lawrence Bridge Com- 
mission, and by that name, style, and title said body shall have 
perpetual succession; may contract and be contracted with, sue 
and be sued, implead and be impleaded, complain and defend in 
all courts of law and equity; may make and have a common seal; 
may purchase or otherwise acquire and hold or dispose of real 
estate and other property; may accept and receive donations or 
gifts of money or other property and apply same to the purposes 
of this act; and shall have and possess all powers necessary, con- 
venient, or proper for carrying into effect the objects stated in 
this act. 

The Commission shall consist of Walter Willson, George W. 
Sisson, Jr., John Bird, James C. Dolan, Albert P. Newell, Charles 
Steger, Franklin R. Little, Felix Hulser, Arthur Belgard, Robert H. 
McEwen, and Julius Frank. Such Commission shall be a body 
corporate and politic constituting a public-benefit corporation. 
Any vacancy occurring in said Commission shall be filled by a 
majority vote of the remaining members of the Commission, and 
notices of elections to fill vacancies and of acceptances thereof 
shall be filed with the county clerk of St. Lawrence County, N.Y. 
Each member of the Commission and their respective successors 
shall qualify by giving such bond as may be fixed by the Chief of 
the Bureau of Public Roads of the Department of Agriculture, 
conditioned for the faithful performance of all duties required by 

this act. The Commission shall elect a chairman and a vice chair- 

man from its members, and may establish rules and regulations 
for the government of its own business. Five members shall con- 
stitute a quorum for the transaction of business: Provided, how- 
ever, That if there be less than five members of said Commission 
on account of vacancies, the remaining member or members may 
fill such vacancies. 

Sxrc.9. The Commission shall have no capital stock or shares of 
interest or participation, and all revenues and receipts thereof 
shall be applied to the p es specified in this act. The mem- 
bers of the Commission shall be entitled to a per diem compen- 
sation for their services of $10 for each day actually spent in the 
business of the Commission, but the maximum compensation of 
the chairman in any year shall not exceed $2,500 and of each 
other member shall not exceed $500. The members of the Com- 
mission shall also be entitled to receive traveling expense allow- 
ance of 10 cents a mile for each mile actually traveled on the 
business of the Commission. The Commission may employ a sec- 
retary, treasurer, engineers, attorneys, and such other experts, 
assistants, and employees as they may deem necessary, who shall 
be entitled to receive such compensation as the Commission may 
determine. All salaries and expenses shall be paid solely from the 
funds provided under the authority of this act. After all bonds 


and interest thereon shall have been paid and all other obliga- 
tions of the Commission paid or discharged, or provision for all 
such payment shall have been made as hereinbefore provided, and 
after the bridge shall have been conveyed to the United States 

terests as herein provided, and any 


interests and the Canadian in 
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ferry or ferries shall have been sold, the Commission shall be 
dissolved and shall cease to have further existence by an order of 
the Chief of the Bureau of Public Roads made upon his own ini- 
tiative or upon application of the Commission or any member or 
members thereof, but only after a public hearing in the city of 
Ogdensburg, notice of the time and place of which hearing and 
the purpose thereof shall have been published once, at least 30 
days before the date thereof, in a newspaper published in the 
city of Ogdensburg, N.Y., and a newspaper published in Prescott, 
Ontario. At the time of such dissolution all moneys in the hands 
of or to the credit of the Commission shall be divided into two 
equal parts, one of which shall be paid to said United States 
interests and the other to said Canadian interests. 

Src. 10. Nothing herein contained shall be construed to author- 
ize or permit the Commission or any member thereof to create any 
obligation or incur any lability other than such obligations and 
liabilities as are dischargeable solely from funds provided by this 
act. No obligation created or liability incurred pursuant to this 
act shall be an obligation or liability of any member or members 
of the Commission, but shall be chargeable solely to the funds 
herein provided, nor shall any indebtedness created pursuant to 
this act be an indebtedness of the United States. 

Sec. 11. All provisions of this act may be enforced, or the viola- 
tion thereof prevented by mandamus, injunction, or other appro- 
priate remedy brought by the attorney general for the State of 
New York, the United States district attorney for the district in 
which the bridge may be located in part, or by the Solicitor General 
of the Dominion of Canada in any court having competent juris- 
diction of the subject matter and of the parties. 

Sec. 12. The right to alter, amend, or repeal this act Is hereby 
expressly reserved. 


The bill was ordered to be engrossed and read a third time, 
was read the third time, and passed, and a motion to recon- 
sider was laid on the table. 


BRIDGE ACROSS EAST RIVER BETWEEN BRONX AND WHITESTONE 
LANDING 


The Clerk called the next bill, H.R. 5394, authorizing 
Charles V. Bossert, his heirs and assigns, to construct, main- 
tain, and operate a bridge across the East River between 
Bronx and Whitestone Landing. 

Mr. BLANCHARD. Mr. Speaker, I object. 


CALENDAR WEDNESDAY BUSINESS 


Mr. BYRNS. Mr. Speaker, I ask unanimous consent that 
business in order on Calendar Wednesday, tomorrow, be 
dispensed with. 

The SPEAKER. Is there objection to the request of the 
gentleman from Tennessee? 

There was no objection. 


RECEIVERS, TRUSTEES, REFEREES IN BANKRUPTCY, AND RECEIVERS 
IN EQUITY CAUSES 


Mr. SMITH of Virginia. Mr. Speaker, by direction of the 
Committee on Rules, I call up House Resolution 110 and ask 
for its immediate consideration. 

The Clerk read as follows: 


Resolved, That, when in its judgment such investigations are 
justified, the Judiciary Committee of the House of Representa- 
tives be, and it is hereby, authorized to inquire into and investi- 
gate the matter of appointments, conduct, proceedings, and acts 
of receivers, trustees, referees in bankruptcy, and receivers in 
equity causes for the conservation of assets within the jurisdic- 
tion of the United States district courts. 

Src. 2. The said committee, or subcommittees thereof, to be ap- 
pointed by the Chairman of the Judiciary Committee, shall spe- 
cifically inquire into and investigate the selection of receivers and 
trustees, and the selection and appointment of counsel and as- 
sistants to such receivers and trustees, referees, custodians, auc- 
tioneers, appraisers, accountants, and other aides to the court in 
the administration of bankruptcy estates and equity receiver- 
ships; and shall inquire into and investigate all other questions 
in relation thereto that would aid Congress in any necessary 
remedial legislation. 

Sec. 3. The said committee, or any subcommittee thereof, to be 
appointed by the Chairman of the Judiciary Committee, shall in- 
quire into and investigate the action of any district judge or 
judges in the setting up and promulgating of any rule or rules 
of practice of the court appointing the same person or corpora- 
tion as receiver in all cases or in any class of cases, and to in- 
quire into and investigate the action of any district judge or 
judges in setting up and promulgating any rule or rules of prac- 
tice of the court which in effect, directly or indirectly, interferes 
with or prevents the control of bankruptcy estates by creditors 
according to the spirit and letter of the bankruptcy statutes; and 
to inquire into and investigate all other questions in relation 
thereto that would aid the Congress in any necessary remedial 
legislation. 

Src. 4. The committee shall report to the House of Representa- 
tives not later than the 31st day of January 1934 the result of its 
3 together with such recommendations as it deems 

v 0. 
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Sec. 5. The said committee, or any subcommittee thereof, is au- 
thorized to sit and act at such times and places within the United 
States, whether or not the House is sitting, has recessed, or has 
adjourned, to hold such to employ suitable counsel, 
assistants, and investigators in aid of its investigation, as well as 
such experts, and such clerical, stenographic, and other assistants, 
to require the attendance of such witnesses and the production 
of such books, papers, and documents, by subpena or otherwise, 
to take such testimony, to have such printing and binding done, 
and to make such expenditures as it deems necessary; and all 
such expenses thereof shall be paid on vouchers ordered by said 
committee and approves by the Chairman thereof. 


ciary Committee or map the chairman of any subcommittee and 
shall be served by any person designated by any of them. The 
chairman of the committee or any member thereof may admin- 
ister oaths to witnesses. Every person who, having been sum- 
moned as a witness by authority of said committee or any sub- 
committee thereof, willfully makes default, or who, having ap- 
peared, refuses to answer any question pertinent to the investi- 
gation heretofore authorized, shall be held to the penalties pro- 
vided by section 102 of the Revised Statutes of the United States. 

Mr. SMITH of Virginia. Mr. Speaker. 

Mr. COCHRAN of Missouri. Mr. Speaker, a parliamentary 
inquiry. 

The SPEAKER. The gentleman will state it. 

Mr. COCHRAN of Missouri. Is this bill being considered 
under unanimous consent? 

The SPEAKER. This is a privileged resolution from the 
Committee on Rules. 

Mr. COCHRAN of Missouri. This is an innocent-looking 
proposition on its face, but before we go into i 

Mr. SMITH of Virginia. Mr. Speaker, I prefer not to yield 
at this time. I will discuss the matter fully. 

Mr. BLANTON. Mr. Speaker, I reserve a point of order 
on the resolution before it is discussed. 

Mr. SMITH of Virginia. Mr. Speaker, I yield 30 minutes 
to the gentleman from Pennsylvania [Mr. RANSLEY] and I 
yield myself 5 minutes. 

Mr. Speaker, this is a resolution for a broad and general 
investigation of the practice in Federal courts in the matter 
of the appointment of receivers and trustees in bankruptcy 
cases and of receivers in equity cases. 

The resolution came to the Rules Committee from the 
Judiciary Committee with a request for a rule. I am in- 
formed that the Judiciary Committee unanimously asked for 
the investigation and asked for the rule upon which the 
matter now comes before the House. 

This resolution in its original form, as first introduced 
by the gentleman from New York, called for an investigation 
primarily of the situation in the city of New York with re- 
spect to the Irving Trust Co. There is a rule of court in 
that city under which the Irving Trust Co., and the Irving 
Trust Co. alone, can be appointed receiver or trustee in any 
bankruptcy case; and I am informed that they have been 
appointed in something like 5,000 cases. 

When that resolution came before the Rules Committee 
there was some discussion about it, and it attracted some 
attention. There came a demand from numerous quarters 
of the country for a general investigation of this subject 
because of alleged abuses, both in the matter of the ap- 
pointment of receivers and trustees, in the matter of favor- 
itism, and in the matter of the allowance of most excessive 
fees in many of these bankruptcy estates. 

Mr. SNELL. Mr. Speaker, will the gentleman yield? 

Mr. SMITH of Virginia. I yield. 

Mr. SNELL. I did not understand the necessity for the 
consideration of this resolution at the present time. Will 
the gentleman tell the House the necessity of it? 

Mr. SMITH of Virginia. It is mecessary because of 
alleged abuses, if I may so term it, with respect to favor- 
itism in the appointment of receivers, and the allowance of 
large fees which are regarded as excessive by the bar asso- 
ciations of numerous parts of the country. 

Now, I do not know how general it is, but since this reso- 
lution has been up there has come to my attention com- 
plaint from a number of different cities, complaint from bar 
associations in several places. The gentlemen who will 
follow me will go more into detail than I can, but the bar 
associations of several large cities, I am told, have asked this 
investigation and have passed resolutions. 
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Mr. SNELL, Mr. Speaker, will the gentleman yield for 
another question? 

Mr. SMITH of Virginia. I yield. 

Mr. SNELL. Is it not a fact that these judges appointed 
the Irving Trust Co. because they wanted someone who 
would preserve some of the funds of the creditors? Was 
not that the original intent? 

Mr. SMITH of Virginia. I understand that there was 
some difficulty in New York with respect to those matters 
and that as a solution of it the courts thought that the 
appointment of one trustee in all cases would solve the 
difficulty, but it is charged that this has led to other con- 
ditions that are far from satisfactory. 

Mr. BLANTON. Mr. Speaker, the discussion has gone 
along far enough now that I shall make the point of order. 
The Speaker may as well rule now as at any other time. 

I call the Speaker’s attention to section 5 of the resolution, 
page 3, reading as follows: 

The said committee, or any subcommittee thereof, is authorized 


to sit and act at such times and places within the United States, 
whether or not the House is sitting, has recessed, or has adjourned— 


This shows they can sit any time and anywhere in the 
United States, from Alaska to the Gulf of Mexico. It is 
further provided that they may— 

Hold such hearings, employ suitable counsel, assistants, and in- 
vestigators in aid of its investigation, as well as such experts, and 
such clerical, stenographic, and other assistants, to uire the 
attendance of such witnesses and the production of such books, 
papers, and documents, by subpena or otherwise, to take such 
testimony, to have such printing and binding done, and to make 
such expenditures as it deems necessary; and all such expenses 
thereof shall be paid on vouchers ordered by said committee and 
approved by the chairman thereof. 

Mr. Speaker, I make the point of order that the Commit- 
tee on Rules has no jurisdiction whatever to report to this 
House a resolution of this kind, because the resolution shows 
on its face that it is a charge on the Treasury. 

Such a resolution as this could cost the Government 
$200,000, or even twice that sum. The 25 members of this 
Committee on the Judiciary, or any subcommittee thereof, 
between now and the Ist of next January could sit in every 
big city in the United States from the Atlantic to the Pacific. 
Their railroad fare, traveling expenses, hotel bills, would be 
paid by Congress. They could employ as many lawyers as 
they wished, and pay them any salaries they wished, wholly 
without limitation. They could employ high-priced experts, 
clerks, stenographers, wholly without limit. We know how 
much the Joe Walsh committee cost. We know how much 
the Graham, of Illinois, committee cost. We know that the 
coal investigating committee cost, first, $400,000, and then 
another $400,000. We know that the initial cost of the 
Wickersham Committee was $500,000. I am going to try to 
stop all such resolutions that do not provide for a limitation 
of expenses. This resolution is clearly subject to a point of 
order, because the Committee on Rules does not have any 
authority or jurisdiction to report such a measure that car- 
ries such a charge on the Treasury. 

While the Rules Committee would have the right to bring 
in a rule to make such a matter in order, it has no right, in 
the first instance, to favorably report such a resolution. I 
insist that my point of order is good and should be sus- 
tained. 

Mr. O’CONNOR. Mr. Speaker, this matter was consid- 
ered by the Rules Committee, and it was the general opinion 
of the members that where the resolution carried no appro- 
priation there could be no charge on the Treasury, and that 
before any money would be available to pay the vouchers 
mentioned in the resolution, a resolution would have to be 
introduced and considered by the Accounts Committee and 
reported by that committee and passed by the House. As 
a further check on the expenditure of the funds of the 
a there is, of course, the Appropriations Com- 


Cc ce late te scab 
resolutions. Of course, the privilege would be destroyed if 
there were a specific amount appropriated to meet these 
expenses. 
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I know there has been some question of this kind raised 
every time one of these resolutions has come up. I raised 
the question myself, and the matter was discussed in the 
Rules Committee. It was brought to the attention of the 
gentleman from New Jersey [Mr. LERLBACH], whom we con- 
sider a very good parliamentarian, and the gentleman from 
New Jersey felt that the provision as it exists in this reso- 
lution, without any appropriation being made, did not take 
away from the resolution its privilege under the rules of the 
House. 

Mr. SNELL. Will the gentleman yield to me? 

Mr. O'CONNOR. Yes. 

Mr. SNELL. I appreciate that what the gentleman has 
said is partly correct, and at times we have reported out of 
the Rules Committee similar resolutions. But, as a matter 
of fact, when there was really anything at stake or when 
any question was raised about it, we never reported such 
resolutions, because there is absolutely no doubt in my 
mind but what the section to which the gentleman from 
Texas has made a point of order is subject to the point of 
order. 

Mr. O'CONNOR. Now, to be practical, what is the efficacy 
of such vouchers if you have not provided the money? How 
can anybody enforce a charge on the Government under the 
language of this resolution? 

Mr. SNELL. That is partly true, but in the final analysis 
the language does authorize something the Rules Committee 
has not the right to authorize at the present time. I 
thought the gentleman had brought in a resolution making 
this in order, the same as was done with respect to the 
resolution the other day. 

Mr. O’CONNOR. The resolution which was made in order 
by a rule the other day carried some appropriation, as I 
recall it. 

Mr. SNELL. The language was practically the same as 
the language of this section. It did not specify any par- 
ticular amount of money. 

Mr. COCHRAN of Missouri. If the gentleman will per- 
mit, there was no specific amount named in the Sirovich 
resolution. It was my purpose as a member of the Com- 
mittee on Accounts to bring up the very question that the 
gentleman from Texas has now raised. When the House 
passes a resolution of this character, we are asked to bring 
in a resolution from the Committee on Accounts providing 
for the money. The committee that is to act always holds 
when the House passes a resolution it is a mandate and we 
are called upon to provide money. It seems to me there 
should be some limitation placed in resolutions of this 
character. There is no limitation here whatever. The 
whole thing is wide open. That is not good business. 
Lawyers, accountants, clerks, and so forth, cost money. 
How far do you want to go? 

Mr. O’CONNOR. I raised the question myself, I may say, 
in the Rules Committee as to whether or not this language 
was in order, and that committee finally felt that it did 
not strictly violate the rules, because the veto power is in 
the gentleman’s Committee on Accounts. There is no man- 
date on the Accounts Committee to either report a reso- 
lution or to provide one dollar of money. 

Mr. COCHRAN of Missouri. But the gentleman will find 
the members of the Judiciary Committee will come before 
the Accounts Committee saying that this is a mandate and 
that it is our duty as an agency of the House to carry out 
the will of the House. Give us plenty of money, they will 
say. This is a large proposition and will extend from coast 
to coast. 

Mr. BLANTON. Will the gentleman yield? 

Mr. O'CONNOR. Les. 

Mr. BLANTON. As he is a good lawyer, I want to ask the 
gentleman from New York if it is not a fact that if we pass 
this resolution, and the Judiciary Committee enters into a 
contract tomorrow with lawyers to pay them $10,000 each, 
or with certain experts to pay them $5,000 each, does not the 
gentleman know that that is a moral obligation on the Con- 
gress which we must fulfill and that we would not break 
such a contract as that? 
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Mr. O'CONNOR. What the gentleman says may be true, 
but that is the very most it is—“ a moral obligation — and I 
do not believe the gentleman feels that the Judiciary Com- 
mittee, headed by the distinguished gentleman from his own 
State [Mr. Sumners], is going to do any such thing as to 
obligate the Government, even morally, until he presents the 
facts to the Committee on Accounts. 

Mr. BLANTON. I am in favor of stopping these out- 
rageous trustee and receivership fees, but this kind of spend- 
ing resolution is not going to stop it. It will take proper 
legislation to do that, and instead of passing resolutions like 
this to ascertain what most of us already know, we ought to 
bring in some legislation to stop it. The paying of out- 
rageous fees to receivers and trustees, as has been done in 
certain cases, is outrageous, and we ought to stop it. 

Mr. O'CONNOR. The only purpose the gentleman’s point 
of order would serve would be to delay an investigation which 
the gentleman admits should be made. 

Mr. BLANTON. No; not an investigation. I am not in 
favor of investigations. I want to stop these junkets. My 
purpose in making this point of order is to stop a useless 
junket that will cost a great sum of money and accomplish 
nothing. 

Mr. O'CONNOR. We were advised in the Rules Commit- 
tee unanimously by the Judiciary Committee that this mat- 
ter should be gone into. Of course, in every instance when 
a point of order is made, such as has been made in this case, 
if the point of order lies, the Rules Committee is confronted 
with the necessity of bringing in a rule to make it in order. 

Mr. SNELL. It has always been the custom to take care 
of such matters in some other way. I am quite sure that 
whenever the question has been raised, a point of order has 
lain against it. 

Mr. O'CONNOR. I do not recall the point having been 
raised in the past 10 years. 

Mr. SNELL. Oh, I recall that it has been raised a dozen 
times, and I have tried sometimes to argue against it. 

Mr. O'CONNOR. I think whenever the point was raised, 
in every instance there was an appropriation. 

Mr. SNELL. You do not necessarily have to provide an 
appropriation of $5,000, for instance, to make it subject to a 
point of order. You authorize an appropriation in this 
resolution. 

Mr. BLANTON. This resolution clearly is subject to a 
point of order. It authorizes this big committee to sit all 
over the United States, wherever and whenever it wants to 
sit, between now and next January 1. Who says that will 
not cost a lot of money? It authorizes this committee to 
employ high-priced lawyers and fix their salaries, wholly 
without limit. That could cost a large sum of money. It 
authorizes this committee to employ experts and clerks and 
stenographers and to have printing done, and the expenses 
are to be paid by vouchers approved by the chairman. Cer- 
tainly that is a charge on the Treasury, and the Committee 
on Rules does not have authority to report such a measure. 

The SPEAKER. The Chair is ready to rule. 

The Chair thinks that the provision incorporated in sec- 
tion 5 of the resolution authorizing the committee to employ 
suitable counsel, assistants, and investigators in the aid of 
its investigation, and also the provision authorizing all nec- 
essary expenses of the investigation to be paid on vouchers 
approved by the chairman of the committee, is a matter 
properly within the jurisdiction of the Committee on Ac- 
counts. It has been held that where the Committee on 
Rules reports a resolution of this kind and there is incor- 
porated therein matter which is within the jurisdiction of 
another committee the matter so included destroys the 
privilege of the resolution insofar as it prevents considere- 
tion at any time by the mere calling up of the report by 
the Committee on Rules. For this reason the Chair thinks 
that the point of order is well taken, and the Chair therefore 
sustains the point of order. 

RECESS 

Mr. O’CONNOR. Mr. Speaker, I ask unanimous consent 
that the House stand in recess, at the call of the Speaker, 
to receive a message from the President of the United States. 
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Mr. BRITTEN. Reserving the right to object, can the 
gentleman give us some idea as to the time the message may 
be expected? 

The SPEAKER. The Chair will answer that. The mes- 
sage is expected at any minute. 

Mr. BLANTON. The Speaker will give us the 3-bell call. 

The SPEAKER. The Chair will have the bells rung 5 
minutes before the reconvening of the House. Is there 
objection? 

There was no objection. 

Accordingly (at 1 o’clock and 25 minutes p.m.) the House 
stood in recess, at the call of the Speaker. 


APTER RECESS 
The recess having expired, the House was called to order 
by the Speaker at 1 o’clock and 33 minutes p.m. 
MESSAGE FROM THE PRESIDENT 


A message in writing from the President of the United 
States was communicated to the House by Mr. Latta, one of 
his secretaries, who also informed the House that on May 
12, 1933, the President approved and signed bills of the 
House of the following titles: 

H.R. 3835. An act to relieve the existing national economic 
emergency by increasing agricultural purchasing power, to 
raise revenue for extraordinary expenses incurred by reason 
of such emergency, to provide emergency relief with respect 
to agricultural indebtedness, to provide for the orderly liqui- 
dation of joint-stock land banks, and for other purposes; 

H.R. 48. An act to extend the time for completing the con- 
struction of a bridge across the Missouri River at or near 
Kansas City, Kans.; 

H.R. 1596. An act to extend the times for commencing and 
completing the construction of a bridge across the Pee Dee 
River and a bridge across the Waccamaw River, both at or 
near Georgetown, S. C.; 

H.R. 4127. An act to extend the times for commencing and 
completing the construction of a bridge across the Wacca- 
maw River near Conway, S.C.; 

H.R. 4491. An act to extend the times for commencing and 
completing the construction of an overhead viaduct across 
the Mahoning River at Struthers, Mahoning County, Ohio; 


and 

H.R. 4606. An act to provide for cooperation by the Fed- 
eral Government with the several States and Territories and 
the District of Columbia in relieving the hardship and suffer- 
ing caused by unemployment, and for other purposes. 

The SPEAKER laid before the House the following mes- 
sage from the President of the United States, which was read 
by the Clerk, referred to the Committee on Foreign Affairs, 
and ordered printed: 


WORLD POLITICAL AND ECONOMIC PEACE (H.DOC. NO. 36) 
To the Congress: 

For the information of the Congress I am sending here- 
with a message that I have addressed this morning to the 
sovereigns and presidents of those nations participating in 
the disarmament conference and the world monetary and 
economic conference. 

I was impelled to this action because it has become in- 
creasingly evident that the assurance of world political and 
economic peace and stability is threatened by selfish and 
short-sighted policies, actions, and threats of actions. 

The sincere wish for this assurance by an overwhelming 
majority of the nations faces the danger of recalcitrant 
obstruction by a very small minority, just as in the domestic 
field the good purposes of a majority in business, labor, or in 
other cooperative efforts are often frustrated by a selfish few. 

The deep-rooted desire of Americans for better living 
conditions and for the avoidance of war is shared by mass 
humanity in every country. As a means to this end I have, 
in the message to the various nations, stressed the prac- 
tical necessity of reducing armaments. It is high time for 
us and for every other nation to understand the simple fact 
that the invasion of any nation, or the destruction of a na- 
tional sovereignty, can be only by the complete 
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elimination of the weapons that make such a course possible 
today. 

Such an elimination will make the little nation relatively 
more secure against the great nation. 

Furthermore, permanent defenses are a nonrecurring 
charge against governmental budgets while large armies, 
continually rearmed with improved offensive weapons, con- 
stitute a recurring charge. This, more than any other fac- 
tor today, is responsible for governmental deficits and 
threatened bankruptcy. 

The way to disarm is to disarm. The way to prevent in- 
vasion is to make it impossible. 

I have asked for an agreement among nations on four 
practical and simultaneous steps: 

First. That through a series of steps the weapons of 
offensive warfare be eliminated. 

Second. That the first definite step be taken now. 

Third. That while these steps are being taken no nation 
shall increase existing armaments over and above the limita- 
tions of treaty obligations. 

Fourth. That subject to existing treaty rights no nation 
during the disarmament period shall send any armed force 
of whatsoever nature across its own borders. 

Our people realize that weapons of offense are needed 
only if other nations have them, and they will freely give 
them up if all the nations of the world will do likewise. 

In the domestic field the Congress has labored in sym- 
pathetic understanding with me for the improvement of 
social conditions, for the preservation of individual human 
rights, and for the furtherance of social justice. 

In the message to the nations which I herewith transmit 
I have named the same objectives. It is in order to assure 
these great human values that we seek peace by ridding the 
world of the weapons of aggression and attack. 

FRANKLIN D. ROOSEVELT. 

THE WHITE House, May 16, 1933. 

May 16, 1933. 

The following message was cabled today to the sovereigns 
and presidents of the nations listed below: 

His Majesty Zog I, King of the Albanians, Tirana, Albania. 

His Excellency Agustin P. Justo, President of the Argen- 
tine Nation, Buenos Aires, Argentina. 

His Excellency Wilhelm Miklas, President of the Confed- 
eration of Austria, Vienna, Austria. 

His Majesty Albert, King of the Belgians, Brussels, Bel- 
gium. 

His Excellency Getulio Vargas, President of the United 
States of Brazil, Rio de Janeiro, Brazil. 

His Excellency Enrique Olaya Herrera, President of the 
Republic of Colombia, Bogota, Colombia. 

His Excellency Daniel Salamanca, President of Bolivia, La 
Paz, Bolivia. 

His Majesty Boris III, King of the Bulgarians, Sofia, Bul- 
garia. 

His Excellency Arturo Alessandri, President of the Repub- 
lic of Chile, Santiago, Chile. 

His Excellency Ricardo Jimenez, President of Costa Rica, 
San Jose, Costa Rica. 

His Excellency Lin Sen, President of the National Govern- 
ment of the Republic of China, Nanking, China. 

His Excellency Gerardo Machado, President of the Re- 
public of Cuba, Habana, Cuba. 

His Excellency Thomas G. Masaryk, President of Czecho- 
slovakia, Praha, Czechoslovakia. 

His Majesty Christian X, King of Denmark, Copenhagen, 
Denmark. 

His Excellency Rafael Leonidas Trujillo, President of the 
Dominican Republic, Santo Domingo, Dominican Republic. 

His Excellency Juan de Dios Martinez Mira, President of 
the Republic of Ecuador, Quito, Ecuador. 

His Majesty Fouad I, King of Egypt, Cairo, Egypt. 

His Excellency Konstantin Pats, Head of State, Tallinn, 
Estonia. 

His Imperial Majesty Haile Selassie I, Emperor of Ethi- 
opia, Addis Ababa, Ethiopia. 
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His Excellency Pehr Evind Svinhufvud, the President of 
Finland, Helsingfors, Finland. 

His Excellency M. Albert Lebrun, President of the French 
Republic, Paris, France. 

His Excellency Field Marshal Paul von Beneckendorff und 
yon Hindenburg, President of the Reich, Berlin, Germany. 

His Majesty George V, the King of Great Britain, Ireland, 
and the British Dominions Beyond the Seas, Emperor of 
India, etc., etc., London, England. 

His Excellency Alexander Zaimis, President of the Hellenic 
Republic, Athens, Greece. 

His Excellency Jorge Ubico, President of the Republic of 
Guatemala, Guatemala, Guatemala. 

His Excellency Stenio Vincent, President of Haiti, Port au 
Prince, Haiti. 

His Serene Highness Admiral Nicholas De Hortby, Regent 
of the Kingdom of Hungary, Budapest, Hungary. 

His Excellency Tiburcio Carias A., Constitutional President 
of the Republic of Honduras, Tegucigalpa, Honduras. 

His Majesty Victor Emanuel III, King of Italy, Rome, 
Italy. 

His Majesty Hirohito, Emperor of Japan, Tokyo, Japan. 

His Excellency Alberts Kviesis, President of the Republic 
of Latvia, Riga, Latvia. 

His Excellency Antanas Smetona, President of the Republic 
of Lithuania, Kaunas, Lithuania. 
- Her Royal Highness Charlotte, Grand Duchess of Luxem- 
bourg, Luxembourg, G.D. 

His Excellency General Abelardo L. Rodriguez, President of 
the United Mexican States, Mexico City, Mexico. 

Her Majesty Wilhelmina, Queen of the Netherlands, The 
Hague, Netherlands. 

His Excellency Juan D. Sacasa, President of the Republic 
of Nicaragua, Managua, Nicaragua. 

His Majesty Haakon VII, King of Norway, Oslo, Norway. 

His Excellency Harmodio Arias, President of Panama, 
Panama, Panama. 

His Excellency Eusebio Ayala, Presxient of the Republic of 
Paraguay, Asuncion, Paraguay. 

His Majesty Faisal I, King of Iraq, Baghdad, Iraq. 

His Excellency Ignace Moscicki, President of the Republic 
of Poland, Warsaw, Poland. 

His Excellency Gen. Oscar Benavides, President of Peru, 
Lima, Peru. 

His Excellency Gen. Antonio Oscar de Fragoso Carmona, 
President of the Republic of Portugal, Lisbon, Portugal. 

His Majesty Carol II, King of Rumania, Bucharest, Ru- 
mania. 

President Michail Kalinin, All Union Central Executive 
Committee, Moscow, Russia. 

His Majesty Prajadhipok, King of Siam, Bangkok, Siam. 

His Excellency Alcala Zamora, President of the Spanish 
Republic, Madrid, Spain. 

His Imperial Majesty Reza Shah Pahlevi, Shah of Persia, 
Teheran, Persia. 

His Majesty Gustaf V, King of Sweden, Stockholm, 
Sweden. 

His Excellency Edmond Schulthess, President of the Swiss 
Confederation, Berne, Switzerland. 

His Excellency Gazi Mustafa Kemal, President of the Turk- 
ish Republic, Ankara, Turkey. 

His Excellency Gabriel Terra, President of the Republic 
of Uruguay, Montevideo, Uruguay. 

His Excellency Juan V. Gomez, President of the United 
States of Venezuela, Caracas, Venezuela. 

His Majesty Alexander I, King of Yugoslavia, Belgrade, 
Yugoslavia. 

THE MESSAGE 

A profound hope of the people of my country impels me, 
as the head of their Government, to address you, and through 
you the people of your nation. This hope is that peace may 
be assured through practical measures of disarmament and 
that all of us may carry to victory our common struggle 
against economic chaos. 

To these ends the nations have called two great world 
conferences. The happiness, the prosperity, and the very 
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lives of the men, women, and children who inhabit the whole 
world are bound up in the decisions which their govern- 
ments will make in the near future. The improvement of 
social conditions, the preservation of individual human 
rights, and the furtherance of social justice are dependent 
upon these decisions. 

The World Economic Conference will meet soon and must 
come to its conclusions quickly. The world cannot await de- 
liberations long drawn out. The conference must establish 
order in place of the present chaos by a stabilization of cur- 
rencies, by freeing the flow of world trade, and by interna- 
tional action to raise price levels. It must, in short, supple- 
ment individual domestic programs for economic recovery, 
by wise and considered international action. 

The Disarmament Conference has labored for more than 
a year and, as yet, has been unable to reach satisfactory 
conclusions. Confused purposes still clash dangerously. 
Our duty lies in the direction of bringing practical results 
through concerted action based upon the greatest good to 
the greatest number. Before the imperative call of this 
great duty, petty obstacles must be swept away and petty 
aims forgotten. A selfish victory is always destined to be 
an ultimate defeat. The furtherance of durable peace for 
our generation in every part of the world is the only goal 
worthy of our best efforts. 

If we ask what are the reasons for armaments, which, in 
spite of the lessons and tragedies of the World War, are 
today a greater burden on the peoples of the earth than 
ever before, it becomes clear that they are twofold: First, 
the desire, disclosed or hidden, on the part of governments 
to enlarge their territories at the expense of a sister nation. 
I believe that only a small minority of governments or of 
peoples harbor such a purpose. Second, the fear of nations 
that they will be invaded. I believe that the overwhelming 
majority of peoples feel obliged to retain excessive arma- 
ments because they fear some act of aggression against them 
and not because they themselves seek to be aggressors. 

There is justification for this fear. Modern weapons of 
offense are vastly stronger than modern weapons of defense. 
Frontier forts, trenches, wire entanglements, coast de- 
fenses—in a word, fixed fortifications—are no longer im- 
pregnable to the attack of war planes, heavy mobile ar- 
tillery, land battleships called tanks, and poison gas. 

If all nations will agree wholly to eliminate from posses- 
sion and use the weapons which make possible a successful 
attack, defenses automatically will become impregnable, and 
the frontiers and independence of every nation will become 
secure. 

The ultimate objective of the Disarmament Conference 
must be the complete elimination of all offensive weapons. 
The immediate objective is a substantial reduction of some 
of these weapons and the elimination of many others. 

This Government believes that the program for immediate 
reduction of aggressive weapons, now under discussion at 
Geneva, is but a first step toward our ultimate goal. We 
do not believe that the proposed immediate steps go far 
enough. Nevertheless, this Government welcomes the meas- 
ures now proposed and will exert its influence toward the 
attainment of further successive steps of disarmament. 

Stated in the clearest way, there are three steps to be 
agreed upon in the present discussions: 

First. To take, at once, the first definite step toward this 
objective, as broadly outlined in the MacDonald plan. 

Second. To agree upon time and procedure for taking the 
following steps. 

Third. To agree that while the first and the following 
steps are being taken, no nation shall increase its existing 
armaments over and above the limitations of treaty obliga- 
tions. 

But the peace of the world must be assured during the 
whole period of disarmament, and I therefore propose a 
fourth step concurrent with and wholly dependent on the 
faithful fulfillment of these three proposals and subject to 
existing treaty rights: 

That all the nations of the world should enter into a 
solemn and definite pact. of nonaggression; that they should 
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solemnly reaffirm the obligations they have assumed to limit 
and reduce their armaments; and, provided these obligations 
are faithfully executed by all signatory powers, individually 
agree that they will send no armed force of whatsoever 
nature across their frontiers. 

Common sense points out that if any strong nation refuses 
to join with genuine sincerity in these concerted efforts for 
political and economic peace, the one at Geneva and the 
other at London, progress can be obstructed and ultimately 
blocked. In such event the civilized world, seeking both 
forms of peace, will know where the responsibility for failure 
lies. I urge that no nation assume such a responsibility, 
and that all the nations joined in these great conferences 
translate their professed policies into action. This is the 
way to political and economic peace. 

I trust that your Government will join in the fulfillment 
of these hopes. 

FRANKLIN D. ROOSEVELT. 

LApplause. ] 


MOTHER’S DAY 


Mrs. NORTON. Mr. Speaker, I ask unanimous consent to 
extend in the Recorp my own remarks at the Arlington 
Cemetery on the occasion of the celebration in honor of 
Mother’s Day. 

The SPEAKER. Is there objection? 

There was no objection. 

Mrs. NORTON. Mr. Speaker, under the leave to extend 
my remarks in the Record, I include the following address 
delivered by myself at Arlington National Cemetery on the 
occasion of the celebration in honor of Mother’s Day, May 
14, 1933: 


If I were asked to name the most im t career to which any 
woman might aspire I would without hesitation or qualification 
name that of motherhood. 

A devoted mother gives to her country that which is more neces- 
sary than any other contribution—men and women to carry on 
our glorious traditions, without which there would not be a 
successful and happy Nation like ours. 

Today I am thinking of two mothers of whom it can be said 
they have lived to see the fulfillment of the fondest wish of any 
mother’s heart—the realization of their dreams for their children. 
One is the mother of our great President, the other the mother of 
a beloved priest in my State of New Jersey who is soon to be a 
bishop, consecrating his life to the service of God. Both are 
making a great contribution to God and country and achieving 
results that must have been inspired by the devotion and courage 
of a wonderful mother. God bless them both. 

And I am of another mother, though we know not 
whether she is here or has passed on to rejoin the son who lies 
before us—the Unknown Soldier, symbol of courage, sacrifice, 
and devotion to a great country. 

Nothing is truer than that we are what we are today because 
of our mothers. We owe them a debt that cannot be even ap- 
proximated, so far as payment in a material sense is concerned. 
They gave to us life. They suffered that we might enjoy the 
blessings of God on earth. Their unselfish devotion, their tender 
care, their unceasing vigilance, their spiritual influence have trans- 
ported us from the cradle, over the pitfalls of impressionable 
youth, to whatever measure of success it has been our good 
fortune to achieve. And what do they ask in return for the 
sacrifices, the suff , and perhaps the tears that we have 
brought to them? Very little. Surely nothing that is beyond 
reach of even the humblest of mortals. A little love, a tender 
embrace, a letter if we are far away to show that we have not 
forgotten. How many of you good people listening in today have 
remembered on this day that is set aside for reverence to the 
mothers of the world? How many of you are so fortunate as to 
have your mothers with you, find time to pause occasionally, in 
your life’s work, and renew pledges of love and filial gratitude? 

Mother’s Day is an occasion when the whole world is kin; when 
all races and all creeds kneel and worship at the common shrine 
of motherhood. It transcends even the great holidays; holidays 
set apart for glorification of heroes and heroic deeds. There never 
was an act of heroism; there never was a valorous deed that 
could match or even compare with the life’s work of the humblest 
little mother. Mothers are the unsung heroes of the world, the 
valiant ones in life’s battle. No man of arms, no immortal con- 
queror, though he subdue the entire world, can compare in the 
eyes of God with a mother. Mothers“ battles are waged in the 
silences, removed from the glitter of popular acclaim. They fight 
not to kill, to take life, but to give and to perpetuate it. 

Their life's work comes nearest to that of the Man of Galilee 
than any other on the face of the earth. The road they travel is 
not unlike the road He traveled to Calvary. They, too, have their 
crosses to bear; crosses that can be lightened by love and devotion 
from those they bring into the world. They have their Gethsemane 
too—when ehildren forget; when the little ones they have nour- 
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ished and reared fiy away from the nest like the fledglings, never- 
more to return. 

What a world of sentiment is expressed in the word “ mother.” 
What tender emotions it stirs in those whose mothers are among 
the living. What a flood of sweet memories it brings to those 
whose mothers have passed on, Memories of tender caresses that 
softened the pain of some childhood hurt; of reassuring embraces 
that dissipated clouds of disappointment and brought the sun- 
shine again; of soft lullabies at twilight that soothed the aches 
in tired little bodies. It is the last word of the hardened criminal 
as he goes to meet his Maker; of the soldier as he breathes his last 
amid the shambles of the battlefield; of king, commoner, and 
humble peasant as they start off on the journey to eternity. It 
is the first word we learn to lisp when we start life; the last we 
gasp as we depart from life. 

Mother love is deathless, eternal. It knows no bounds, no limi- 
tations. It reaches all the way from earth to heaven. It is the 
finest and most inspiring of all emotions that influence the mind 
of man, It is the golden bridge that makes the passage between 
life and eternity the easier. A man may be an outcast in the 
eyes of society; the lowest, meanest criminal amid underworld 
scum; a lonely, harassed fugitive, pursued from pillar to post, 
hunted like a wild beast; a social and moral leper. He may be all 
of that, and even more, but not in the eyes of his mother. To 
her he is still the lovely babe at her breast; the happy boy whose 
tears she kissed away; the youth about whom she wove such 
glorious dreams. She is his sanctuary, his haven, when the bufet- 
ings of life are beyond human endurance; his last and final refuge 
in extremity. 

Mother love is the greatest of all loves because it is tempered 
with sympathy. It forgives the error of the wayward child before 
it has been committed. Through the ages it has been the symbol 
of mercy and devotion, of self-effacement, of sacrifice, of patience, 
and fortitude. 

God bless the mothers of the world—the builders of future 
generations. May the golden flame of their deathless love for man- 
kind burn eternally. And may we on this holy day when we meet 
to pay them reverence and on every day every year prove to them 
that their devotion and their sacrifices have not been in vain. 
And sometime when tired and weary of a none-too-easy existence 
your thoughts turn to your mother for guidance and comfort, 
say with the poet: 

“ God make me the man of her vision 
And purge me of selfishness. 
God keep me true to her standards 
And help me to live, to bless. 
God hallow the holy impress of the days that used to be 
And keep me a pilgrim forever, 
To the shrine of my mother’s knee.” 


LEAVE OF ABSENCE 

Mr. SHOEMAKER, by unanimous consent, was given leave of 
absence, indefinitely, on account of illness. 

SENATE JOINT RESOLUTION REFERRED 

A joint resolution of the Senate of the following title was 
taken from the Speaker’s table and, under the rule, referred 
as follows: 

S. J. Res. 50. Joint resolution designating May 22 as Na- 
tional Maritime Day; to the Committee on the Judiciary. 

ADJOURNMENT 

Mr. BYRNS. Mr. Speaker, I move that the House do now 
adjourn. 

The motion was agreed to; accordingly (at 1 o’clock and 
50 minutes p.m.) the House adjourned until tomorrow, 
Wednesday, May 17, 1933, at 12 o’clock noon. 


COMMITTEE MEETING 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE 
(Wednesday, May 17, 10 a.m.) 


Continuation of the hearings on H.R. 5500, the Emergency 
Transportation Act, 1933. 


REPORT OF COMMITTEES ON PUBLIC BILLS AND 
RESOLUTIONS 


Under clause 2 of rule XIII, 

Mr. McSWAIN: Committee on Military Affairs. HR. 
5645. A bill to amend the National Defense Act of June 3, 
1916, as amended; without amendment (Rept. No. 141). 
Referred to the Committee of the Whole House on the state 
of the Union. 


PUBLIC BILLS AND RESOLUTIONS 


Under clause 3 of rule XXII, public bills and resolutions 
were introduced and severally referred as follows: 
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By Mr. AYERS of Montana: A bill (H.R. 5646) to amend 
the Air Mail Act of February 2, 1925, as amended by the acts 
of June 3, 1926, May 17, 1928, and April 29, 1930, further 
to encourage commercial aviation; to the Committee on the 
Post Office and Post Roads. 

By Mr. DEAR: A bill (H.R. 5647) to provide for the com- 
memoration of Fort Jesup, in the State of Louisiana; to the 
Committee on Military Affairs. 

By Mr. EICHER: A bill (H.R. 5648) to provide revenue, 
and for other purposes; to the Committee on Ways and 
Means. 

By Mr. CELLER: Resolution (H.Res. 145) authorizing the 
Judiciary Committee to inquire into and investigate the mat- 
ter of appointments, conduct, proceedings, and acts of re- 
ceivers, trustees, and referees in bankruptcy; to the Com- 
mittee on Rules. 

By Mr. GRIFFIN: Joint resolution (H.J.Res. 182) to raise 
additional revenue by reinstating the income-tax rates for 
individuals and corporations in force prior to the enactment 
of the Revenue Act of 1932, and in place of the increases 
provided by said Revenue Act of 1932, to provide a special 
income tax of 1 cent on each dollar of gross income for the 
calendar years 1933, 1934, and 1935; to the Committee on 
Ways and Means. 


PRIVATE BILLS AND RESOLUTIONS 


Under clause 1 of rule XXII, private bills and resolutions 
were introduced and severally referred as follows: 

By Mr. BLACK: A bill (H.R. 5649) for the relief of the D. F. 
Tyler Corporation and the Norfolk Dredging Co.; to the 
Committee on Claims. 

By Mr. BURNHAM: A bill (H.R. 5650) for the relief of 
Louis Columbus De Perini; to the Committee on Naval 
Affairs. 

By Mr. CARY: A bill (H.R. 5651) granting a pension to 
Llewellyn J. S. Judice; to the Committee on Pensions. 

By Mr. CELLER: A bill (H.R. 5652) to reimburse William 
McCool amount of pension payment erroneously deducted for 
period of hospital treatment; to the Committee on Claims. 

By Mr. COLMER: A bill (H.R. 5653) authorizing the 
Administrator of Veterans’ Affairs to convey certain lands 
to Harrison County, Miss.; to the Committee on World War 
Veterans’ Legislation. 

By Mr. LUDLOW: A bill (H.R. 5654) for the relief of 
Louis W. Heagy, Jr.; to the Committee on Claims. 

By Mr. SIMPSON: A bill (H.R. 5655) for the relief of 
Mayme Hughes; to the Committee on Claims. 

By Mr. WALLGREN: A bill (H.R. 5656) to authorize the 
appointment of Master Sgt. Joseph Eugene Kramer as a 
warrant officer, United States Army; to the Committee on 
Military Affairs. 

By Mr. WILCOX: A bill (H.R. 5657) granting a pension to 
Hattie Yarwood; to the Committee on Invalid Pensions. 


PETITIONS, ETC. 

Under clause 1 of rule XXII, petitions and papers were 
laid on the Clerk’s desk and referred as follows: 

1053. By Mr. CARTER of California: Assembly Joint 
Resolution No. 25, State of California, petitioning the Presi- 
dent of the United States and Congress to accept the ceme- 
tery situated at Sawtelle as a national cemetery; to the 
Committee on the Judiciary. 

1054. Also, Senate Joint Resolution No. 9 of the Legisla- 
ture of the State of California, relative to memorializing 
Congress to pass Senate bill 1197 known as “ The Farmers’ 
Farm Relief Act; to the Committee on Agriculture. 

1055. Also, Senate Joint Resolution No. 18 of the State of 
California, memorializing Congress to adopt legislation pro- 
tecting and fostering the rubber industry of the United 
States; to the Committee on Agriculture. 

1056. By Mr. FITZPATRICK: Resolution of Westchester 
County, New York District Council, United Brotherhood of 
Carpenters and Joiners of America, John Connelly, secretary, 
Tarrytown, N.Y., endorsing the 30-hour week bill; to the 
Committee on Labor. 
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1057. By Mr. FOSS: Petition of Gardner Chapter of 
Hadassah, protesting against the outrages and cruel dis- 
crimination perpetrated against the Jews in Germany; to 
the Committee on Foreign Affairs. 

1058. By Mr, LEHR: Petition of Lenawee County Pomona 
Grange of Michigan, urging Congress to pass a law provid- 
ing that all petroleum products that may be used as a fuel 
in internal-combustion engines shall be blended 10 percent 
by volume with ethyl alcohol made from agricultural prod- 
ucts grown within continental United States; to the Com- 
mittee on Ways and Means. 

1959. By Mr. LUDLOW: Petition of the Congregation 
Ezras Achim, of Indianapolis, requesting the Government 
of the United States to make official protest against the 
treatment of Jewish citizens in Germany; to the Committee 
on Foreign Affairs. 

1060. Also, petition of Indianapolis Zionist District of 
Indianapolis, Ind., requesting the Government of the United 
States to make official protest against treatment of Jewish 
citizens in Germany; to the Committee on Foreign Affairs, 

1061. By Mr. MEAD: Petition of Erie County committee 
of the American Legion, regarding veterans’ compensation; 
to the Committee on World War Veterans’ Legislation. 

1062. By Mr. ROGERS of New Hampshire: Concurrent 
resolution of the New Hampshire Legislature, protesting 
against lowering of standard of lighthouse station in Ports- 
mouth Harbor, N.H., by the substitution of an unattended 
light and the elimination of the fog bell; to the Committee 
on Rivers and Harbors. 

1063. By Mr. SWICK: Petition of Shenango & Beaver 
Valley District Council, United Brotherhood of Carpenters 
and Joiners of America, R. J. McKim, Ellwood City, Pa., 
secretary, urging the enactment of the 30-hour-week legis- 
lation, a suitable minimum wage, and a Federal building 
program to include rehabilitation of slums, elimination of 
grade crossings, and highway construction; to the Commit- 
tee on Interstate and Foreign Commerce. 

1064. Also, petition of Citizens Federation at Ambridge, 
Beaver County, Pa., Stephen M. Tkatch, president, James 
R. Istocin, secretary, urging the passage of the 30-hour week 
bill with substantial minimum wage under Government con- 
trol; to the Committee on Interstate and Foreign Commerce, 

1065. By Mr. WITHROW: Memorial of the Legislature of 
the State of Wisconsin, relating to allotment to the States 
of a part of the Federal excise tax on beer; to the Commit- 
tee on Ways and Means. 

1066. Also, memorial of the Legislature of the State of 
Wisconsin, relating to prompt action on the bill for refi- 
nancing home mortgages; to the Committee on Banking 
and Currency. 

1067. By the SPEAKER: Petition of the city of Cleveland, 
requesting the Reconstruction Finance Corporation to use 
all reasonable haste in approving applications for loans 
made for the purpose of embarking upon projects for slum 
clearance and the providing of housing of the low-income 
group, if said projects are planned in the spirit of the State 
housing act and the Emergency Relief and Construction Act, 
that is, that all elements of speculation are eliminated and 
that the projects are actually planned for the low-income 
group; to the Committee on Banking and Currency. 


SENATE 
WEDNESDAY, May 17, 1933 
(Legislative day of Monday, May 15, 1933) 


The Senate sitting as a court for the trial of articles of 
impeachment against Harold Louderback, judge of the 
United States District Court for the Northern District of 
California, met at 10 o’clock a.m. 

The managers on the part of the House of Representa- 
tives appeared in the seats provided for them. 

The respondent, Harold Louderback, with his counsel, 
Walter H. Linforth, Esq., and James M. Hanley, Esq., ap- 
peared in the seats assigned to them. 
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The VICE PRESIDENT. The Sergeant at Arms will] to piecemeal it and to comment on it and put other wit- 


make proclamation. 
The Sergeant at Arms made the usual proclamation. 
CALL OF THE ROLL 
Mr. ASHURST. I suggest the absence of a quorum. 
The VICE PRESIDENT. The clerk will call the roll. 
The legislative clerk called the roll, and the following 
Senators answered to their names: 


Adams Dickinson Logan Stephens 
Ashurst Fess McGill Thomas, Utah 
Austin Fletcher Murphy Trammell 
Bachman Frazier Neely Vandenberg 
Bratton George Norris Wagner 

wn Hale Patterson Walsh 
Capper Hebert pe White 
Caraway Kean Robinson, Ark. 
Clark Keyes Robinson, Ind 
Cutting King th 


Mr. ROBINSON of Arkansas. I desire to announce that 
the Senator from North Carolina [Mr. REYNOLDS] is detained 
from the Senate by illness. I will let this announcement 
stand for the day. 

Mr. FESS. I wish to announce the senior Senator from 
Oregon [Mr. McNary] and the junior Senator from Oregon 
(Mr. Sterwer] are detained on official business. 

I desire further to announce that the Senator from Penn- 
Sylvania [Mr. REED] is detained by a meeting of a committee 
of conference between the two Houses. 

The VICE PRESIDENT. Thirty-seven Senators have an- 
swered to their names. A quorum is not present. The clerk 
wili call the names of the absent Senators. 

The legislative clerk called the names of the absent Sena- 
tors, and Mr. Brack, Mr. Hasrixds, Mr. SHEPPARD, and Mr. 
Van Nuys answered to their names when called. 

Mr. Gore, Mr. Durry, and Mr. BULKLEY entered the Cham- 
ber and answered to their names. 

The VICE PRESIDENT. Forty-four Senators have an- 
swered to their names. A quorum is not present. 

Mr. ASHURST. I move that the Sergeant at Arms be di- 
rected to request the attendance of absent Senators. 

The VICE PRESIDENT. The question is on the motion of 
the Senator from Arizona. 

The motion was agreed to. 

The VICE PRESIDENT. The Sergeant at Arms will carry 
out the order of the Senate sitting as a Court of Impeach- 
ment. 

Mr. Battey, Mr. BARKLEY, Mr. Burow, Mr. Byrp, Mr. 
Byrnes, Mr. Carey, Mr. CONNALLY, Mr. CooLIDGE, Mr. Copr- 
LAND, Mr. COSTIGAN, Mr. Couzens, Mr. DILL, Mr. ERICKSON, 
Mr. Gass, Mr. GOLDSBOROUGH, Mr. Harrison, Mr. HATFIELD, 
Mr. Haypben, Mr. Kenpricx, Mr. La FOLLETTE, Mr. Lewis, Mr. 
Lonc, Mr. McApoo, Mr. McCarran, Mr. McKetiar, Mr. MET- 
CALF, Mr. Nye, Mr. Prrrman, Mr. RUSSELL, Mr. SCHALL, Mr. 
SHIPSTEAD, Mr. Townsend, Mr. Typincs, Mr. Watcotr, and 
Mr. WHEELER entered the Chamber and answered to their 
names, 

The VICE PRESIDENT. Seventy-nine Senators have an- 
swered to their names. A quorum is present. The managers 
on the part of the House will proceed. 

TESTIMONY OF W. S. LEAKE 

Mr. Manager BROWNING. Mr. President, we desire at 
this time to offer the testimony of W. S. Leake as given 
before the committee last September and about which a 
stipulation was made: Our purpose in renewing the appli- 
cation is for the sake of orderly presentation of the case 
and saving of time. We think it is very necessary that this 
testimony be read at this time, subject to any additional 
testimony he may want to give or the respondent may want 
to offer from him when he appears, if he does appear. 

The VICE PRESIDENT. Is there any objection on the 
part of counsel for the respondent? 

Mr. HANLEY. Yes, Mr. President. The testimony given 
by Mr. Leake at the hearing had in San Francisco will not 
be necessary if he is here as a witness. Why read it? He 
may be here. If the managers on the part of the House 
will agree to take the deposition of Leake, as we offered, in 
San Francisco, we can do it on next Saturday and have it 
returned on next Tuesday. We are agreeable to that. But 


nesses on the stand before the witness actually gives all 
his testimony is not fair on behalf of the managers, from 
our point of view. 

The VICE PRESIDENT. Let the Chair see the stipula- 
tion which was entered into. The clerk will read the 
stipulation. 

The legislative clerk read as follows: 


It is further stipulated that the testimony of W. S. Leake and 
Miriam McKenzie, hotel maid, taken at the hearing above re- 
ferred to, may be read upon said trial by either party hereto 
with the same force and effect as if said witness were present and 
testified in person. This stipulation, however, insofar as the said 
W. S. Leake is concerned, is without waiver by either party 
hereto to insist upon the attendance of said Leake before the 
court above referred to, and shall become operative only in the 
event of the nonappearance of the said Leake at Washington 
before the said Court of Impeachment. 

Dated May 3, 1933. 

GORDON BROWNING, 
RANDOLPH PERKINS, 
For the House Managers. 
WALTER H. LINFORTH, 
JAMES M, HANLEY, 
Attorneys jor Respondent. 

The VICE PRESIDENT. The Chair overrules the objec- 
tion. It seems to the Chair that reading the testimony, in 
view of the fact that Mr. Leake may be present in the 
Chamber, will not injure the cause of the respondent in 
any way. 

The testimony of Mr. Leake was read by Mr. Manager 
Browninc and Mr. Manager PERKINS, as follows: 


Mr. W. S. Leake, being first duly sworn by the chairman, testified 
as follows: 

Direct examination by Mr. LAGUARDIA: 

Q. What is your name?—A. W. S. Leake. 

10 1 do you live, Mr. Leake?—A. San Francisco, Fairmont 
Zotel. 

Q. What is your business?—A. I am in no business, sir. 

Mr. LaGuarpia. Do you want to adjourn at this time? 

Mr. Haxlxr. We have had a long day. 

Mr. Sumners, I understand counsel is tired. May I announce 
that tomorrow morning when we convene, which I believe it is 
agreed shall be at 10 o’clock, we shall convene—— 

Mr. Hanizy (interrupting). Whatever place and time you state 
is agreeable to us. 

Mr. Sumners (continuing). We will convene in this chamber. 
We are now in recess until tomorrow at 10 o'clock. 


HOUSE oF REPRESENTATIVES, 
SPECIAL COMMITTEE OF THE COMMITTEE ON THE JUDICIARY, 
San Francisco, Calif., Wednesday, September 7, 1932. 


MORNING SESSION 


The hearing reconvened at 10 a.m. in room 214, Federal Build- 
ing, the place of the previous session, Hon. HATTON SUMNERS pre- 
siding. 

Mr. W. S. Leake, having previously been sworn, testified on fur- 
ther direct examination, as follows: 

By Mr. LAGUARDIA: 

Q. Mr. Leake, the last question last night when we adjourned 
I asked you what was your business. Your reply was, “I am in ne 
business, sir.” Is that correct?—A. Yes, sir. 

Q. What do you do for a living?—A. I help humanity. 

Q. Is that lucrative?—A. It is not. 

Q. I can’t hear you.—A. I will speak louder, sir. 

Q. Please.—A. All right, sir. 

Q. Now, Just how do you earn a living?—A. I am a metaphysical 
student. 

Q. Do you earn a living by being a student?—A. Yes, sir. 

Q. Well, will you explain that, please? Just what do you do? 
What is your source of income, if any?—A. People come to me 
for metaphysical treatment. 

Q. Yes?—A. I treat them. 

Q. Do they pay you?—A. Sir? 

Q. Do they pay you?—A. No, sir; I have no fees. 

Q. I take it that you are licensed to practice medicine under 
the authority of the State of California?—A. I am not a medical 
practitioner. 

w on I understood you treated people—do you?—A. What is 
that 

Q. Do you treat sick people?—A. Yes, sir—no, I don't treat sick 
people, because there is no such thing as a sick person. 

Q. No such thing as a sick person?—A. No, sir. 

Q. Well, then, just what do you do to these people who come to 
you?—A. I give them metaphysical treatment. 

Q. Explain that. I don’t quite understand what it is.—A. It 
keeps people right thinking. 

Q. Right thinking?—A. Yes, sir. 

Q. Is Judge Louderback one of your patients?—A. He is not. 

Q. Oh. Now, you say you have no fee when you teach these 
people how to think.—A. I never charge or have any fees at all. 
People who wish to make donations are welcome to do so. 
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Q. Therefore your source of income and your livelihood depend 
on what people want to give you; is that right?—A. That is cor- 
rect, sir. 

Q. And you have been in that habit all your life, have you, 
Mr. Leake?—A. No, sir. 

Q. Now, how much do you average a month in these contribu- 
tions? 

Mr. Hantery. Gentlemen, is that so material for this record? 

Mr. LAGVAnDTA. Very, I can assure you, and you, Mr. Chairman. 
If it is not, I will move to strike it out myself. 


Q. Is Mr. Hunter one of your subjects?—A. No, sir. 
Q. Is Mr. Gilbert one of your subjects?—A. Yes, sir. 
Q. How long has he been one of your subjects?—A. Oh, several 


Q. Does he contribute to you?—A. I think he made one con- 
tribution some time ago, 2 or 3 years ago. His wife has been a 
patient a long time. 


Q. Does he pay you for advice to his wife?—A. Does he pay? 
g wn contribution. 
Q. So that you have a source of income from the Gilbert family, 
yo ?—A. To that extent; yes. 
X I examined Mr. Gilbert this morning; did 
know that?—A. No, sir. 
Q. I will let you have his testimony at noon, if I can, to refresh 
You realize you are testifying under oath, 


Mr. Hantry. Oh now, I submit that is a gratuitous insult to a 
member of one of the oldest families in California. You should 
be more familiar with our people than that, Mr. LaGuardia. 

Mr. LaGuarpra. I have been here only a few days, and I know 
im 


Mr. Hantry. Back in New York you know some people, but you 
don't know Sam Leake. 

Mr. LaGuarpra. You will be surprised how well I know some 
people, before this is over. 

Mr. Hanley. Maybe you knew a lot of people when you ran 
for mayor in New York. 

Mr. LaGuarpta. Why bring that up? 

Mr. Sumners. Gentlemen, you will not engage in altercation. 

Mr. Haney. We have heard that bunk before, Brother La- 
Guardia. 

Mr. LaGvuarpra. You did not treat Judge Louderback, did you? 

Mr. Hantry. Object to that on the ground it is a gratuitous 
insult. I submit that it is incumbent upon a man, who ought 
to come here simply as a judge advocate to bring out facts, not 
to criticize, because he may be in the position of a judge in this 
matter, if anything would go the committee finally to determine, 
and, therefore, he ought to keep within the bounds of what we 
consider out in the West as decent. 

Mr. Sumners. The Chair will endeavor as best he can to prop- 
erly hear this examination, and if counsel are to engage in private 
conversation we will not be able to examine in the time that is 
reasonable for this hearing. 

By Mr. LAGUARDIA: 

Q. Now, Leake, is Mr. Shortridge, Jr., one of your subjects or 
patients?—A. He has been; also his mother. 

Q. Does the Shortridge family also make contributions for this 
advice or treatment?—A. They have. 

Q. Now, what is your income; how much do you make a year?— 
A. Oh, probably $2,400 or $2,500. 

Q. No more than that?—A. I don’t know—at times—just now 
I am not making anything. I treat 20 to 30 people a day and 
never take anything, because they haven’t got it. They tell me 
in advance they haven't got it. 

Q. Is any one of the Hunter family your patients?—A. No, sir. 

Q. Have you received any contributions from the Hunter fam- 
ily?—A. I have not. 

Q. How long have you known Mr. Hunter?—A. Well, I have 
known him around the hotel there for several years, but not 
intimately. 

Q. For how many years have you known him?—A. Well, I would 
say 5 or 6 years, 

Q. Where do you live, Mr. Leake?—A. Fairmont Hotel. 

Q. How long have you lived there?—A. I believe about 20 or 
25 years. 

G. How long has Mr. Hunter been living there? —A. Well, I 
am not sure about that; I could not tell you the date. The little 
baby was born there. If I knew how old the baby was, I might 
be able to tell you. 

Q. Now, you say that you have known Mr. Hunter all of the 
time that he is living at the Hotel Fairmont?—A. Oh, as long as 
I remember I know him to be there, and finally we got to speak- 
ing to each other, but I have never known him intimately. 

Q. How long have you known Judge Louderback?—A. Well, I 
have known him all his life, mostly; when he was away to school; 
I have known him quite well since the World War—when he came 
back from the World War. 

Q. You have been very intimate with Judge Louderback, haven't 
you?—A. Yes; recently. 

Q. You have seen him very often, have you not?—A. Quite 
often. 

Q. In fact, you are around his office quite a bit; isn't that 
is that? 
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Q. You visit him in his chambers, do you not?—A. I have never 
been in his chambers since the time he was sworn in. 

Q. You knew him when he was a superior court judge here in 
California, did you not?—A. I did. 

Q. Did you know him very intimately then?—A. No more than 
I did most of the other judges. 

Q. Would you say that you knew the other judges as well as 
you knew Judge Louderback?—A. Well, I did not see him as often. 
I did not know Judge Louderback as well as I knew Judge Gilbert. 

Q. Where is Judge Gilbert now?—A. Judge Gilbert is dead. 

Q. Now, did you inform Mr. Hunter that he had been selected 
as receiver in the Russell-Colvin case? —A. I did not. 

Q. Did you have any conversation with Mr. Hunter that Judge 
Louderback wanted to know whether or not he could serve as 
receiver in that case?—A. I did. 

Q. What did you say to Mr. Hunter?—A.I was sitting in the 
lobby of the Fairmont Hotel. I could not tell you the day of the 
week nor the month nor the year, but I know about the time of 
day, because that is my usual habit, to sit in a certain chair there. 
Judge Louderback came in and seemed to be somewhat disturbed. 
He sat down and told me of something that he had transacted 
over in his court or chambers, I don’t know which, in reference to 
the Russell-Colvin case. He told me of the conversation and mis- 
understanding that he had had with some man by the name of 
Strong, and he asked me if I knew of anybody who was an expert 
in stocks and bonds and banking matters of that kind, and I told 
him that I could not recall anybody at that moment. I said, 
How soon must you know?” He said, “I would like to know by 
tomorrow morning.“ Well”, I said, give me time to think, be- 
cause I don’t want to recommend anybody or speak of anybody 
that I don't know is competent, because I can realize that it must 
be a man that understands that business.” 

While we were talking Mr. Hunter walked through the lobby over 
near the clerk's desk. I said, There is the man that you should 
have, if you can get him.” He said, “who is he?” I said, “Mr. 
Hunter", and I said, “He has just been selected by, I think, 
Cavalier & Co., as their manager or something, and I don't know 
whether you could get him, but he is a man that would fill the 
bill if you can get him.” He said, “ Ask him if he can take it, if 
he can be spared from his company.” I went over and asked Mr. 
Hunter, after stating briefly what had taken place, I said, “Are you 
in a position to take the receivership if it is offered to you?” He 
said, “ I don’t know; I can't tell until I see the boss.” I said, Who 
is the boss?“ and he told me, Cavalier.” I said, When can you 
see him?” He said, “I can see him tomorrow morning.” I said, 
“ Will you see him and let me know whether they will permit you 
to come or not?” I did add this, however, I said, “It looks like 
a matter that concerns the stock exchange” and I said, “I think 
your boss would be very glad to loan you if he could.” 

Some time the next day, I don't know whether it was in the 
morning or in the afternoon, but some time the next day he called 
me up and told me that his boss had given him permission, that 
they would loan him to Judge Louderback, or words to that effect, 
and I told the man to go and see Judge Louderback, and there my 
transaction ceased. 

Q. That was the only conversation that you had with Judge 
Louderback concerning Mr. Hunter?—A. That is all, sir, 

Q. And that is the only conversation that Judge Louderback 
had with you concerning Mr. Hunter?—A. I don’t recall whether 
he told me that he had appointed Mr. Hunter or whether I read 
it in the paper or what, now, sir. It was a matter that did not 
concern me and I did not tax my memory with it. 

Q. Now, Mr. Leake, have you testified everything that you have 
told Judge Louderback concerning Mr. Hunter?—A. Yes; every- 
thing that I can recall. There is nothing else for me to say. Oh, 
I did say this—I want to be as near correct as I can—he asked if 
Hunter was the man that had participated in a receivership, I 
think, across the bay somewhere, and I told him that I had read 
in the papers something about it or heard about it some way, and 
he said, “I know about this case”, he said, “I know he handled 
that case well, and he would fill the bill.” I told him that he was 
connected with John Drum’s bank—that is the way I put it, be- 
cause I had heard Hunter tell the audience there many times 
about buying branch banks, and I heard him talking stocks and 
bonds until I got dizzy. 

Q. It made you dizzy?—A. Well, I don’t know anything about 
stocks and bonds, but I heard so much about it it made me dizzy. 

Q. You were not thinking right. Perhaps you needed some of 
your own treatment. 

Mr. Haxrr (interrupting). Don't let's get that nasty way of 
insulting the witness. 

Mr. LAGUARDIA, I heard that last night from you. 

Mr. Hanury. I know, but he is a venerable old man, whom we 
greatly respect in this town. 

Mr. LaGuagpia. What do you want me to do, hug him? 

Mr. Haney. No; I don't want you to hug him, I want you to 
treat him decently. 

The Wrirness (interrupting). I have written four volumes on 
right thinking, Mr. LaGuardia, and I will be very glad to present 
you with a set of them. 

Mr. LaGuarpra. Well, present æ set to the judge, too. 

A. What? 

Q. Will you give the Judge a copy, too? 

Mr. Sumwners (interrupting). Gentlemen, you must cease this. 

Mr. LaGVvARDIA. Now, prior to that conversation, Judge Louder- 
back had never spoken to you about Mr. Hunter, is that correct? 
A. Never. I don’t know that he ever mentioned his name to me. 
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Q. And you never mentioned his name to Judge Louderback?— 
A. No occasion for it. 

Q. And Judge Louderback did not know Mr. Hunter up to that 
time?—A. I didn’t know that. 

Q. Didn't he say, “Who is that?” when you said, “There is a 
man passing, there is the man you want?“ —A. I don’t know. You 
asked me if he knew him. I don’t know if he knew him or not. 

Question. Didn’t he ask you who Hunter was?—A. He said, 
“Who is it?” and I said, “ Mr. Hunter.” 

Q. But he did ask you to recommend a man to him?—A. He 
asked me if I knew a man. I made no recommendation to any- 
body. 

Q. Let’s get right to the point. He asked you if you knew a 
man that would fit the requirements, did he not?—A. Yes, sir. 

Q. And then you stated to him, “I dont know for a moment; 
let me think it over for a day or so”, didn’t you?—A. No; that 
was the next morning. 

Q. And just as you were thinking it over Mr. Hunter walked 
through the hotel lobby?—A. Yes, sir. 

Q. And you said, “ There is your man”; is that corect?—A. That 
is about correct, and if Mr, Hunter had not walked through there 
nonne whether I would ever have thought of him in trying to 

a man. 

Q. But the fact is, Judge Louderback did appoint Mr. Hunter?— 
A. As I understand it; yes, sir. 

Q. Now, you informed Judge Louderback that Mr. Hunter was in 
the employ of Cavalier & Co., did you not?—A. I did. 

Q. And you told the judge ‘that Cavalier & Co. were members of 
the stock exchange, didn’t you—didn't you so testify?—A. I don't 
think I told him that. 

Q. Well, I am sorry to—didn't you so testify a moment ago? 
A. No; I testified that I said before Mr. Hunter that I thought 
that they would be interested in getting the right kind of a man 
to help this matter out on account of being on the stock exchange. 

F That is what I meant to say, and I think I did 
say it. 

Mr. LaGvarpta. I think you are right. 

The Wirness (continuing). But I did not say it to Judge Louder- 


Q. But, of course, you would not recommend to Judge Louder- 
back any person you did not think was fit, would you?—A. I cer- 
tainly would not. 

Q. Now, after that time—— A. (interrupting). And I wish to 
state that I did not do it in the capacity of recommending any- 
one. I told him of his qualifications. 

Q. After he requested it?—A. Yes. 

Q. He asked you if you had someone in mind?—A. He asked me 
if I could think of anybody that would fill the bill. 

Q. Exactly. Now, did Judge Louderback ask you on any other 
occasion if you knew of anyone who would fill the bill when he 
needed receivers?—A, No; I have no recollection of him ever asking 
me any question about receivers. 

Q. But you had known Mr, Gilbert for several years, hadn't 
you?—A. I had known Mr, Gilbert for some years; yes. 

Q. And Mr. Gilbert had been appointed on four occasions re- 
ceiver by Judge Louderback; you knew that, didn’t you?—A. I 
do not know how many. 

Q. You know he had been appointed receiver?—A. Yes. 

Q. And you have known Mr. Samuel Shortridge, Jr., for a long 
time?—A. Since he was born. 

Q. And you know that he has been appointed receiver by Judge 
Louderback?—A. I so understand. 

Q. Now, did you ever discuss details of the receivership with Mr. 
Hunter?—A. No, sir. 

Q. Did Mr, Hunter advise you as to investments from time to 
time?—A. I never had anything to invest. Nobody ever advised 
me. 

Q. I didn’t get that.—A. I said I have never been advised about 
A inyestments, because I have nothing to invest, 

Q. Well, hadn't you had some stock dealings?—A. No, sir. 

Q. At no time?—A, I never owned a share of stock in my life, 
except when I was a telegraph operator. That is when I had 
bought some Ophir mining stock. That has been a great many 
years ago. I was nothing but a boy. 

Q. So you had no business dealings with Mr. Hunter at all?— 
A. None whatever. 

Q. Have you a bank account?—A. No, sir. 

Q. No bank account at all?—A. No, sir. 

Q. Savings or checking, or otherwise?—A. No, sir. 

Q. Have you a safe-deposit vault?—A. No, sir. 

Q. Where does Judge Louderback live?—A. Where does he live? 

Q. Yes.—A. I understand that he lives in—I forget the street 
in Contra Costa County, with Prof. George Louderback. I know 
that he votes there; registers there. He told me he voted there, 
although I have never been with him. 

Q. Well, he doesn't actually live there when court is in session, 
does he?—A. I don't know where he lives; I don't know what his 
habits are. 

Q. Where does Sam Shortridge, Jr., live?—A.I could not tell 
you that. 

Q. Where does Mr. Gilbert live?—A. Let's see; I forget the name 
of the apartment house, but I think it used to be called the 
“Bradbury.” It is on California Street somewhere. I have never 
been in his house. 

Q. You have never been there?—A. No, sir. 

Q. Don't you visit your ents?—A. When th 3 3R pur 
it is not necessary pret po Papen see a patient 8 
most successful healings I have „ ire was: 
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when I say “ healing” I don’t mean I am a healer, but that is a 
term which is used which is not correct. There is but one health, 
God is the only healer. But the most successful healing, if you 
want to call it that 

Mr. Sumners (interrupting). You need not go into that. 

Mr. LaGuarpra. I wish he would. 

The Wrrness (continuing). Are people that I have never seen. 

Mr. LaGvuarpra, Mr. Chairman, I should like to ask the question. 
I think the witness, in all fairness to him, ought to be given every 
opportunity to describe his means of livelihood. I hope—— 

Mr. Sumners (interrupting). I don't think the method of treat- 
ment belongs in this case. 

Mr. LAGUARDIA. I know, but it is very important, Mr. Chairman. 
I will ask that the witness be allowed to state, and to be given all 
the latitude he needs, to explain his method of treatment, which is 
his only livelihood, and Mr. Hanley has told us he is a venerable 
old gentleman of the community 

Mr. Sumners (interrupting). If you want to make your state- 
ments you can, but you don’t have to. 

The Wrrness. I don’t want to do it, then. I don’t want to tell 
anything I don't have to tell. I am here to answer any questions 
that are asked me. 

By Mr. LAGUARDIA: 

Q. Well, Mr. Leake, I have repeatedly referred to healing or 
treatments. Now, I want to use the right word. Now, what is 
it that you do; is it healing, or treating, or what, so that I may 
question you properly?—A. I treat, and treating is to bring people 
to the state of right thinking. 

Q. And that is what you advise when you advise your patients, 
how to think?—A, Yes. 

Q. Do you know John Douglas Short?—A. Yes, sir. 

Q. How long have you known him?—A. Not very long. 

Q. How did you happen to meet him?—A. I think his father-in- 
law, Mr. Hathaway, introduced me to him. I think I met him 
through his little children. 

Q. Where do his little children live?—A. At his home, but they 
visit the grandfather at the hotel quite often. 

Q. Oh, Mr. Hathaway?—A. Mr. Hathaway; yes, sir. 

Q. Mr. Hathaway is with the Mutual Insurance Co . Mutual 
Life Insurance, of New York. 

Q. And how long have you known Mr. Hathaway?—A. I would 
say some time in the eighties in Sacramento. 

Q. And Mr. Short is Mr. Hathaway’s son-in-law, is he?—A. Yes, 
sir. 

Q. And you know Mrs. Short, then, of course, if you have known 
Mr. Hathaway since the eighties?—A. Yes, sir; I met her occa- 
sionally in the lobby. 

Q. Does Mr. Hathaway live at the Fairmont?—A. Mr. Hathaway; 


yes. 

Q. How long has he lived at the Fairmont?—A. Quite a few 
years, but I would not like to say the length of time. 

= Now, did you recommend Mr. Short to Judge Louderback?— 
A. No, sir, 

Q. As a matter of fact, you know that Mr. Short is Mr. Hunter's 
counsel in this receivership we are talking about?—A. Yes, sir. 

Q. You do know that?—A. Yes, sir; I read the papers, and I 
have known it. 

Q. Is Mr. Short one of your—what shall I say—subjects?—A. Say 
whatever you like, I will know what you mean. 

Q. Is he one of your patients?—A. No, sir. 
Q. Is Mr. Short one of your patients?—A. No, sir. 
Q. Is Mr. Hathaway one of your patients?—A. Yes, sir. 
Q. How long has he been one of your patients?—-A. Over a period 
a 


many years. 
he contribute from time to time?—A. Yes, sir. 
. Now, do you know Marshall Woodworth?—A. Yes, sir. 
. How w long have you known him?—A. I knew him since he 
messenger for Judge Hoffman. 
. Is he one of your patients?—A. No, sir. 
. A good friend of yours?—A. He gives me credit for having 
appointed United States district attorney. I have never 
claimed that honor, but he gives me credit for it. I have known 
that long and that well. 
Q. Oh, at any time were you engaged in politics?—A. Sir? 
Q. Were you engaged at any time, or interested, in politics?—A. 
I have been interested in politics all my life, and I believe the 
time will come when I never will be disinterested in it. 
Q. So he gave you credit for having him appointed, then, United 
States attorney?—A, Yes, sir. 


Q. That is some time ago?—A. Yes, sir; a long time ago. 

Q. Now, he has also been the recipient of Judge Louderback’s 
appointment, hasn't he?—A. I understand so. 

Q. Now, do you know the Dinkelspiel boys, of Dinkelsplel & 
Dinkelspiel?—A. I do not. 

2585 You don’t know them? —A. I don't remember of ever seeing 
em. 

Q. Does Judge Louderback live at the Hotel Fairmont?—A. Does 
he live there? 

Q. Yes.—A. Well, he sleeps there at times. In order to explain 
that matter, I have got to remember a little bit of my sorrow, 
which I regret, but I will have to do it. My wife was ill for over 
3 years, deathly ill, and it had been my habit for a long time to 
take a cat nap at 4 o’clock in the afternoon, and on account of her 
illness and the nurse being present, she advised me to get a room 
T e DANAI. quarrera beg PA TOONE reper with a couch in 
it, where I could haye my rest, and I got the room. Some time 
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after that—I don't know just how long—Judge Louderback came 
to me and told me that he had had some difficulty with his wife, 
Mrs. Louderback, and that he had left home, and that he wished 
to get in a hotel somewhere where there would be no publicity, 
because he did not know what the final result might be. I asked 
him if he could not fix the thing up some way, and he said that 
‘he did not know; that he wanted to get somewhere were there 
would be no publicity. I told him about this room. I said, “I am 
willing you should keep this room if you like; it is a cheap room, 
with nothing but a couch in it”, and he said, “All right; I will 
take that room”, and he did take it, and he has had it ever since. 
My wife's illness got so bad that she would not permit me to 
leave the room, and I took a couch into the room every night and 
slept in there with her and the nurse. Since she passed away— 
(pause)—I have not been in that room, but every month Judge 
Louderback has given me a check for the price of that room and 
for his meals, if he took any, or his tailor work, or anything of 
the kind, and that check I endorsed and turned it into the hotel 
4 ure never paid one nickel for Judge Louderback's staying at the 
otel. 
Q. That room is room 26, isn't it?—A. Twenty-six; yes, sir. 
Q. You took that room in September 1929?—A. I don't recall the 


date. 

Q. The hotel records indicate that?—A. I had been sleeping in 
other rooms before I took that. For instance, the room next to 
us. But I could not always get that room, because that would be 
occupied, so I slept in a number of rooms there, 

Q. We are just talking about room 26 now. You took that about 
September 1929?—A. I could not tell you the date, sir. 

Q. Well, it was in 1929, wasn't it?—A. I could not tell you that. 

Q. Well, the room is in your name?—A. Yes, sir; it was my 
room—to my knowledge. 

Q. What is the charge on that room?—A. $75 a month. 

Q. And it is charged to you?—A. Yes, sir. 

Q. Now, so you were not exactly accurate when you told us 
a few moments ago that Judge Louderback lives at Contra Costs?— 
A. I said that was his residence. 

Q. But he actually lives at the Hotel Fairmont?—A. He would 
have to answer that question himself. I don't keep track of him. 
There are times that I don’t see him for a week at a time. 

Q. Now, you say that you paid the hotel with Judge Louder- 
back’s checks?—A. Yes, sir. 

Q. There is no mistake about that?—A. No, sir, Mr. LaGuardia; 
now there might be 1 or 2 times when Louderback was away 
on a vacation, or holding court or something, when there might 
be 1 or 2 cases. I won't be so positive about every time, but that 
is the general rule. I don’t know that there is a single instance, 
but it could be that way now. I did not tax my memory with it. 

Q. But you are quite certain that as Judge Louderback would 
turn a check over to you, you in turn would endorse it over to the 
hotel?—A. The minute I came to the hotel. 

Q. So that the checks would show that?—A. Yes, sir—should 
show it. 

Q. Exactly. Now, how much is your room?—A. $100 a month. 
It has not always been that. When I first went there I paid $75 
a month for it. Prices have been raised on some rooms, but not 
in mine. 

R Q. You are in the habit of paying the Hotel Fairmont in cash?— 

Tes, sir. 

Q. With the exception of Judge Louderback’s checks?—A. Yes. 

Q. And there is no question about that—you are sure of that, 
Mr. Leake?—A. Except, I say, there might be one or two instances 
when he was away on a vacation. 

Q. What do your bills run to a month at the Hotel Fairmont?— 
A. Well, probably, with my paper bill, which is $2.30, and tele- 
phone, and a few things like that, something over $100 a month. 

Q. In addition to your room?—A. Yes, sir. 

Q. Mr. Leake, do you keep books of account?—A. No, sir. 

Q. Do you keep any memorandum of your income and disburse- 
ments?—A. No, sir. 

Q. You have an office, have you not?—A. Yes, sir. 

Q. How much rent do you pay there?—A. $72. 

Q. Have you any employees?—A. No, sir. 

Q. And you keep no rough memorandum of disbursements and 
expenditures?—A. No, sir. I keep the vouchers, the office rent; 
they give a receipt for it. 

Q. Can you tell me just how much Mr. Hathaway has con- 
tributed to you in the last few years?—A. Well, I could not tell 
you with any degree of accuracy. He has been quite liberal with 
I would say 500 or 600, maybe 700 or 800 dollars, covering 
quite a period. 

Q. Can you tell me approximately how much you got from the 
Gilbert family?—A. Well, I don't know; probably—Mrs. Gilbert 
came to me for quite a very long time. I would say, roughly, $200 
or $300, maybe. 

Q. Do your patients or subjects pay you in checks?—A. Some- 
times they do and sometimes they do not, 

Q. Could you tell which patients paid you in checks and which 
patients paid you in cash?—A. No; I could not tell you that. 

Q. Did Mr. Hathaway pay you in cash or in checks?—A. Weil, I 
don’t know; maybe both—I don't know. 

Q. Did Gilbert pay you in cash?—A.-I think Gilbert gave me a 
check once, I am quite sure he gave me a check, but I think 
Mrs. Gilbert always paid in cash. 

Mr. LaGuarpra. Mr. Chairman, I want to reserve the right to 
recall this witness at a later date. 

Mr. Sumners. Very well. 

Mr. LaGuarpta. Then I am finished with him at this time. 
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Mr. Haxxxr. We won't ask any questions at this time. We will 
wait until he is recalled. 

The Wrrness. Will I have time to go back and see about some 
matters? 

Mr, Sumners. Yes; you are excused, Mr. Leake. 

The Wrrness. If you phoned me, I can get over here very 
quickly. 

Mr. Sumners. Yes; we will telephone you. 

The Wrrnzss. I thank you. 


Mr. Manager PERKINS. At this point a recess was taken 
for 20 minutes. 

Mr. Manager BROWNING. Mr. President—— 

Mr, HANLEY. Will it be stipulated at this time, so that 
the Senate will not be asked if there was anything else, that 
this witness was never recalled at that hearing? 

Mr. Manager PERKINS. It will be stipulated that the 
witness was not recalled by the examiners or recalled in 
favor of the respondent. 

Mr. HANLEY. You know that we introduced no testi- 
mony at the hearing out in San Francisco, Mr. Manager, do 
you not? You understand that, do you not, Mr. Manager? 

The VICE PRESIDENT. Counsel for the respondent will 
address the Chair with reference to statements to be made 
to the Senate. 


Mr. HANLEY. Pardon me, Mr. President. 
TESTIMONY OF MIRIAM M’KENZIE 


Mr. Manager BROWNING. Mr. President, we desire now, 
under the stipulation, to read the testimony of Miriam Mc- 
Kenzie, the hotel maid. 


The VICE PRESIDENT. Proceed. 


The testimony of Miriam McKenzie was read by Mr. 
Manager Perkins, as follows: 


Miriam McKenzie, being first duly sworn by the chairman, 
testified as follows: 

Direct examination by Mr. LAGUARDIA: 

Q. What is your name?—A. Miriam McKenzie. 

Q. And where do you live, Miss McKenzie?—A. 1272 Waller 
Street. 

Q. Where do you work, Miss McKenzie?—A. I am chamber- 
maid at the Fairmont Hotel. 

Q. You are chambermaid at the Fairmont Hotel?—A. Yes. 

Q. And what floor have you?—A. The upper California floor. 

Q. Is room 26 in that division?—A. Yes, sir. 

Q. You take care of room 26?—A. I take care of room 26. 

Q. How long have you been a maid in the Fairmont Hotel.— 
A. Two years past in May of this year. 

Q. You were there all of 1930 and all of 1931; is that it?— 
A. Yes. 

Q. Have you had charge of room 26 all of this time?—A. Yes, 
sir 


Q. Who occupies room 26?—A. Judge Louderback. 

Q. The gentleman sitting at the table?—A. Yes, sir. 

Q. And he lives in that room?—A. Yes. 

Q. And he lived in that room all of the time that you have 
been there?—A. Yes, sir. 

Q. And you make his bed every day and fix the room every day, 
and it has been occupied every day?—A. Yes, sir. 

Mr. LAGVARDIA. That is all. 

Cross-examination by Mr. HANLEY: 

Q. You don’t mean to say, Miss McKenzie, that the judge has 
occupied that room every day, do you?—A. Not every day. He has 
been away some days. Not every day; but that is his permanent 
room. 

Q. I don’t get that.—A. He is permanent at the Fairmont Hotel. 

Q. He is permanent at the hotel?—A. Yes, sir. 

Q. In other words, he occupies that room when he is there? 
A. Yes. 

Q. And how often he occupies it during the week you don't 
know, do you?—A. Yes, sir; I take a list of that every morning. 

Q. And he was in the hotel during all the time——A. (interrupt- 
ing). Two years past in May, I think. 

Q. Were you there when he was over in Japan?—A. Yes, sir. 

Q. Well, he didn't occupy it then, did he?—A. No; he didn't 
occupy it then. 

Q. Do you know when he was away then?—A, Sometime in the 
summer. 

Q. What year?—A. Last year. 

Q. And do you know that he is away at Eureka and Sacra- 
mento?—A. Yes, sir. 

Q. Now, do you know what month he was away in any of the 
times in these 2 years?—A. I take a list of it every morning. 

Q. I didn't get that.—A. Every morning I took a note of it. 

Mr. Sumyers. She makes a note every morning? 

The Wrrness. I take a note of the rooms every morning. 

By Mr. HANLEY: 

Q. When he was away?—A. Yes, sir. 

Q. Can you tell offhand any time he was away during the last 
6 months?—A. Well, I cannot be certain, but I used to take a 
list of it, you know. 
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Q. Don’t you know that during the last month he was away 
for about 2 weeks?—A. Yes, sir; and I marked on the list “Away.” 
Q. What you mean to say is that the judge occupies room 26 
when he is there; is that the idea?—A. When he is there; that’s 


Q. It is Judge Louderback’s room? — A. Yes. 
Mr. LaGuanpia. That is all. Thank you. 


Mr, Manager BROWNING. Mr. President, unfortunately 
the hotel auditor of the Fairmont Hotel was operated on 
this morning at 2 o’clock for appendicitis, and I under- 
stand is in a very serious condition. He was subpenaed 
here with certain records of the Hotel Fairmont, those of 
Mr. Leake, from about 1928 up to the present for his per- 
sonal room, and those of Judge Louderback’s room, no. 26, 
from about the same period; and also the telephone sheets, 
the originals, from the hotel for the days of March 11, 
1930, and March 13, 1930. We should like to inquire if we 
will not be permitted at this time to produce those records 
and have them inserted at this point, regardless of the 
absence of the witness who was to make identification and 
who brought them along. 

The VICE PRESIDENT. Does counsel for the respondent 
agree to the request made by the managers on the part of 
the House? 

Mr. LINFORTH. We should like to add this, Mr. Presi- 
dent, that if counsel will, during the recess, take up with 
us the question of what they have and let us see just what 
it is, we no doubt may be able to come to some agreement, 
but we should not like to say, one way or the other, without 
first seeing what the managers have in the way of records. 

Mr. Manager BROWNING. We shall be very glad to sub- 
mit them at the first recess. 

Call Lloyd W. Dinkelspiel. 

EXAMINATION OF LLOYD W. DINKELSPIEL 

Lloyd W. Dinkelspiel, having been duly sworn, was ex- 
amined and testified as follows: 

By Mr. Manager BROWNING: 

Q. You are Lloyd W. Dinkelspiel?—A. Yes, sir. 

Q. Where do you live?—A. San Francisco, Calif. 

Q. What is your profession?—A. Attorney at law. 

Q. With what firm are you connected?—A. Heller, Ehr- 
mann, White & McAuliffe. 

Q. In the early part of March 1930, were you interested 
in the receivership of the Russell-Colvin Co., in that city?— 
A. Yes, sir; I was called in by the San Francisco Stock Ex- 
change. In the week preceding March 10, at a meeting 
of the board of governors, at which the affairs of the Russell- 
Colvin Co. were discussed, the board of governors stated 
that they had advised the members of the firm of the neces- 
sity of raising capital. They called the members of the 
firm before the board of governors and told them they had 
to raise additional capital before a certain date or be 
suspended. 

Q. Were they actually suspended?—A. They were sus- 
pended, I believe, on the morning of Monday, March 10, 
at about 8 or 8:30 o'clock, at the opening of the exchange. 

Q. Did you attend court at the time the petition for re- 
ceivership was presented to Judge Louderback?—A. I did, 
sir. 

Q. What date was that?—A. That was on March 11. 

Q. What day of the week?—A. Tuesday. 

Q. Why was the suspension made of the firm?—A. The 
suspension of the firm was because of the insolvency of the 
firm, insolvency in the sense of being unable to meet obli- 
gations which they had, obligations to clients, and for failure 
to raise the necessary cash capital demanded to meet these 
requirements. 

Q. For whose protection was that action intended?— 
A. The action was intended, and so stated, for the pro- 
tection of the creditors of the firm in requiring the Russell- 
Colvin Co. to have enough liquid capital to meet the de- 
mands of customers. 

Q. What interest did the stock exchange have in pro- 
curing this receivership? 
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Mr. LINFORTH. Just a minute. We object to that as 
calling for the opinion and conclusion of the witness and 
as hearsay, not binding upon the respondent. 

Mr. Manager BROWNING. This witness is counsel for 
the stock exchange, and we think he is in a position to know 
the facts as to what we ask him. 

The VICE PRESIDENT. Let him state the facts, and the 
Senate, sitting as a court, can draw its own conclusions. 
The witness should not go too far afield. 

The WITNESS. The facts are that the stock exchange 
requested me to attend to the filing of the petition in the 
interest of the creditors. 

By Mr. Manager BROWNING: 

Q. Did the stock exchange have any other interest in it? 

Mr. LINFORTH. Just a moment. We object to that as 
calling for his opinion or conclusion, Mr. President. 

The VICE PRESIDENT. The Chair thinks that the ques- 
tion is not admissible. 

Mr. Manager BROWNING. Very well. I will withdraw 
the question. 

By Mr. BROWNING: 

Q. On the morning of the 11th of March 1930, what was 
the first conference that you had with the judge—about what 
time of day?—A. The first conference I had with the judge 
was the conference attended by the other attorneys and 
representatives of the firm shortly after 11 o’clock. Before 
that time, however, I had been with the attorneys for the 
plaintiff and the attorneys for the defendant when they had 
called at the judge’s chambers when they had first filed the 
petition, and thereafter called at the judge’s chambers and 
been advised that the judge could not see them until after 
the court adjourned, which would be early that day, because 
they were adjourning early out of respect for the late justice 
of the Supreme Court, Judge Sanford. 

The VICE PRESIDENT. Just a moment. The Chair 
appoints the Senator from Delaware [Mr. Hastrncs] to pre- 
side for the day. 

Thereupon Mr. Hastincs took the chair. 

By Mr. Manager BROWNING: 

Q. What was done at this conference in the way of 
procuring the appointment of a receiver?—A, At the first 
conference attended by Mr. Marrin, attorney for the plain- 
tiff; Mr. Brown, attorney for the defendant; Mr. Strong; 
myself; and, in behalf of the stock exchange, Mr. Max 
Thelen, partner of Mr. Marrin; and two partners of the 
firm of Russell-Colvin & Co. 

Mr. Marrin presented briefly the situation to the judge, 
the request that a receiver be appointed, and requested that 
Mr. Strong be appointed receiver, stating to the judge that 
Mr. Strong had been in the firm as an accountant in behalf 
of the stock exchange to look over the firm’s affairs and was 
familiar with it. Mr. Brown took up the thread of the dis- 
cussion in behalf of the defendant and stated to the judge 
that Mr. Strong’s appointment was acceptable to the de- 
fendants, that they would consent to the appointment of a 
receiver if Mr. Strong was that receiver, and that they felt 
that Mr. Strong was a desirable man for that position. 

I followed with a brief statement to the judge that I was 
there at the request of the San Francisco Stock Exchange, 
which was interested in an orderly and inexpensive liquida- 
tion of the affairs of the Russell-Colvin Co. 

The judge, as I recall, turned to Mr. Strong and men- 
tioned the fact that he did not know him. He asked Mr. 
Strong if he had engaged counsel, and Mr. Strong said he 
had not. The judge stated, I believe, at that time, that 
there were two petitions that had been filed, and it was 
necessary to dismiss the petition filed and assigned to Judge 
St. Sure’s court before he could act on the petition assigned 
to his court. He said to Mr. Strong, “If I appoint you, I 
will expect you to consult me with respect to the appoint- 
ment of your counsel.” ‘Then he said that he would require 
a $50,000 bond of Mr. Strong and a $50,000 bond from the 
petitioning creditor. 

We left the judge’s chambers, after a brief conversation, 
as I recall, between Mr. Max Thelen and the judge and 
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myself about the Harvard Law School, and as we got in 
the hall the attorneys started to figure how to get the 
$50,000 bond for the petitioning creditor, which seemed 
somewhat unusual. We went back to see the judge, and 
the judge said that it was a bond that he required at all 
times in the interest of the other creditors, and reduced the 
bond, however, to $10,000. 

Q. In whose favor did this bond run—this petitioner's 
bond? — A. The bond, as stated by the judge, was to run in 
favor of the other creditors, anybody who might be injured 
through the filing of the petition for the appointment of a 
receiver, and that is the way the bond approved by the 
judge ultimately did run, as I recall. We returned—do you 
want me to continue, Mr. Browning? 

Mr. Manager BROWNING. Yes. 

The WITNESS. We returned in the afternoon, I believe 
the same group that had been there in the morning, and 
meanwhile made arrangements for the receiver’s bond. We 
inquired of the judge’s secretary and of the clerk of the 
court as to some form of bond for this petitioner’s or plain- 
tiff’s bond, and we found no such form there, and were 
given none and referred to none by either the clerk or the 
judge’s secretary. We were told that the judge was then 
sitting or in conference with the judges of the circuit court 
of appeals on that day, but would be in later in the after- 
noon. Mr. Brown and Mr. Marrin and I took a shot at try- 
ing to prepare the type of bond that we thought the judge 
wanted for the plaintiff. That bond was actually type- 
written, in the parts thereof that were not printed, by Mr. 
Brown in the clerk’s office as the result of some notes and 
dictation given by Mr. Marrin and myself. We still did not 
know what to put in as the condition of the bond, and so 
we dictated that on a separate sheet of paper. We wrote 
it out and did not put it in the bond until we went in the 
judge’s chambers. We went back into the judge’s chambers 
at about, I should say, 4:30 or thereabouts, possibly a little 
later, and presented the bonds in the form of an order and 
discussed with the judge the question as to the petitioner’s 
bond. We showed him this condition clause written on a 
Piece of paper, and he said that that was satisfactory, as I 
recall. I believe that I wrote that in in longhand in the 
bond which was actually executed at that time by the repre- 
sentative of the surety company. The judge approved the 
bond and signed the order. 

I do not believe we had any further conversation until the 
judge said to Mr. Strong as we were coming out, “After 
you have qualified I want to see you”, or “ Come back to 
see me.” We then went to the clerk’s office, and I departed 
almost within a few minutes thereafter, not waiting for the 
gentlemen to complete their copies and to get certified 
copies and to insert the ink corrections that the judge had 
added to the order or suggested our putting in there. I did 
not wait for the completion of those copies. I did speak 
to Mr. Strong, however, in the afternoon after his appoint- 
ment as to the attorneyship. 

Q. Who brought up the question? — A. I do not recall 
whether Mr. Strong or I brought up the question. 

Q. Who was discussed in that conversation as his attor- 
ney?—A. Mr. Strong said to me in that discussion, which 
was in the afternoon, as I recall—late in the afternoon, 
after the appointment—that he had spoken to Mr. Acker- 
man, Mr. Lloyd Ackerman, with reference to his acting as 
attorney. He said he was uncertain as to whether to ap- 
point Mr, Ackerman or Mr. McAuliffe one of my partners. 
He said that he wondered whether there was any interest 
of the San Francisco Stock Exchange which would preclude 
appointing Mr. McAuliffe, whom he desired to appoint. I 
discussed the matter with him and showed him that there 
could be no conflict of interest between the San Francisco 
Stock Exchange and the creditors of the firm. 

Mr. Strong, as I recall, made no commitment to me as to 
the appointment of attorneys, nor did I of course press him 
for any commitment. I went back to the office. I may or 
may not have spoken to Mr. McAuliffe on the subject. I 
could not be positive at this time. But I was not present 
at any discussion in the evening, if any took place, 
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Q. Did you know whether Mr. Strong would come to the 
office or not?—A. I did not know positively. I do not recall 
whether I got the impression he was coming or the state- 
ment he was coming. I had to get back to the office. I 
had been out almost all day and I wanted to get back to 
the office, and did. 

Q. Before the talk you testified to as having occurred 
after his qualification, was there any discussion to your 
knowledge with regard to who would be his counsel in that 
case?—A. Before what time? 

Q. Before the time he qualified as receiver—A. To my 
knowledge we had no such discussion. I had none with 
him, I know, and none was had with anybody in my presence 
or within my hearing. 

Q. On the morning of the 11th when you were out there 
at the court did you see H. B. Hunter?—A. Yes; I saw Mr. 
Hunter, whom I had known since his previous connection 
with the San Francisco Stock Exchange. I saw him before 
we went into the judge’s chambers to have this conference 
with reference to the appointment of receiver. In fact, I 
saw him just about the time court was adjourning. I saw 
him in the lobby of the post office building where the court 
is located. As nearly as I can recall the conversation, he 
came up to me 

Mr. LINFORTH. Just a moment. I submit the question 
could have been answered with one word and that the wit- 
ness is now proceeding to give a conversation that was not 
asked for by the question. May I have the question read? 

The PRESIDING OFFICER, The question will be read. 

The Official Reporter read as follows: 

Q. On the morning of the 11th, when you were out there at the 
court, did you see H. B. Hunter? 

Q. (By Mr. Manager BROWNING.) Did you have a con- 
versation with him at that time?—A, I saw him and had a 
conversation with him at that time. 

Q. In that conversation was the Russell-Colvin receiver- 
ship discussed?—A. Yes. 

Q. In the second conference that the attorneys and Mr. 
Strong had with the judge in the afternoon of the 11th, 
when you were leaving the room did Judge Louderback tell 
Mr. Strong, in words or substance, when he qualified to come 
back that evening?—A. No, sir; he did not. 

Q. What connection has Mr. Hunter had with the stock 
exchange that you have mentioned?—A. He was, I believe, 
assistant to the president of the exchange or executive secre- 
tary of the exchange. The exact title I am not certain of. 

Q. Was William Cavalier & Co. a member of the San 
Francisco Stock Exchange?—A. It was at that time, and I 
believe still is. 

5 he a partner in that concern? —A. I so under - 
d. 


Q. At that time was a member of the Cavalier & Co. a 
member of the board of governors of the stock exchange of 
San Francisco?—A. Yes; there was a member of the firm 
of William Cavalier & Co. a member of the board of gover- 
nors of the San Francisco Stock Exchange at that time, to 
the best of my recollection. 

Q. What is the relation between any member house in the 
stock exchange with relation to the obligation of the mem- 
bers to each other or to the exchange?—A. You mean par- 
ticularly upon a suspension? 

Q. Yes.—A. The rules of the San Francisco Stock Ex- 
change provide for the closing of contracts when a member 
is suspended, notice going out through the secretary that 
each member must close the contract with any other mem- 
ber. If a balance is owing as a result of the closing of that 
contract, that constitutes a claim which must be presented 
to the secretary and for which the seat or membership is 
security. 

Q. If you know, please state how much Russell-Colvin Co. 
owed to other members of the stock exchange at that time. 
A. You are referring particularly to claims for which the 
seat would be security? 

Q. Yes.—A. I do know the total of the claims of members 
and of the stock exchange and curb exchange themselves 
arising out of the dues chargeable to members for which the 
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seat or membership was also security, inasmuch as I ulti- 
mately prepared those claims, which were allowed. I believe 
the total claims prepared and allowed were $1,254 and some 
odd cents, which, however, were subsequently augmented to 
a total of about $3,300, or slightly in excess of $3,300, on 
account of accruing charges, I believe, such as charges for 
clearing certificates that were being sold out through the 
membership, and membership dues, and things of that kind. 
The claims were $1,254 and a few odd cents, ultimately 
increased and allowed to about $3,200. 

Q. What was the value of a seat on the stock exchange at 
that time?—A. The value of a seat on the stock exchange 
at that time was considered to be in excess of $100,000, or in 
the neighborhood possibly of $125,000. 

Mr. Manager BROWNING. Take the witness. 

Cross-examination by Mr. LINFORTH: 

Q. Mr. Dinkelspiel, have you or the firm with which you 
are connected taken a very decided interest in this im- 
peachment matter?—A. What do you mean by decided in- 
terest, Mr. Linforth? I can explain my answer. 

Q. In answer to your suggestion, let me ask you this: Are 
you the only member of your firm here as a witness?—A. No, 
sir. 

Q. How many members of your firm are here as witnesses 
in this proceeding? 

Mr. LONG. Mr. President, a parliamentary inquiry. 

The PRESIDING OFFICER. The Senator will state it. 

Mr. LONG. I have just entered the Chamber. What is 
the firm with which this witness is connected? 

Mr. LINFORTH. The firm of Heller, Ehrmann, White & 
McAuliffe. 

The WITNESS. Mr. Ehrmann, Mr. White, and myself 
have all been subpenaed as witnesses. 

By Mr. LINFORTH: 

Q. Has Mr. McAuliffe been subpenaed also? A. I do not 
believe so. He was in Washington and was asked to remain 
over, but on account of depletion of our office ranks was 
permitted to be excused. 

Q. The seat which was owned by the Russell-Colvin people 
in the stock exchange was security for any claim of any 
member of the exchange against the Russell-Colvin people, 
was it not?—A. Not for any claim of any member. A per- 
sonal obligation from Russell-Colvin & Co. to a member not 
arising out of a stock-exchange transaction was not secured 
by the seat. 

Q. Did not article XX, sections 1 and 2, of the stock- 
exchange constitution provide that the seat of a member 
could not be sold until the claims of all other members 
against the defaulting member were paid in full?—A. There 
was an article and is an article of the constitution stating 
that in substance, I do not believe in the exact language, and 
construed within the power of the governing board to mean 
member claims or claims arising out of ordinary contracts 
and not personal obligations. 

Q. In order to try to end the matter with one question, 
through your connection with the stock exchange, are you 
not aware that at the time of this transaction, article XX, 
sections 1 and 2, provided that no sale of any seat would be 
complete until the stock exchange gave its consent, and the 
stock exchange would not give its consent until the pro- 
ceeds from the seat were used for the payment of 100 cents 
on the dollar of any claimant who happened to be a member 
of the stock exchange?—A. I do not believe that is so. There 
is, if you will permit me to explain my answer, a provision of 
the constitution of the stock exchange making the seat 
security for the contracts and obligations of members, and 
providing that the proceeds of the sale of a seat shall be 
applied in payment of those claims. 

Q. Have you with you a copy of the rules of the San 
Francisco Stock Exchange that were in force at the time of 
this transaction?—A. I have not. 

Q. I understood you to say that you were positive Mr. 
Strong did not talk with you on the question of the employ- 
ment of counsel until after he qualified. Is that right?— 
A. I did so answer, but in thinking the matter over, I am 
positive that he did not talk to me about the employment of 
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counsel until after he had come out of the judge’s chambers 
that second time in the afternoon. Whether he had actually 
taken the oath or not I am not certain. 

Q. Will your memory permit you to say positively that 
there was no discussion between you and Mr. Strong on the 
question of appointment of counsel before the order had 
been made appointing him?—A. My memory is positive to 
this extent, that there was no discussion with Mr. Strong as 
to the employment of counsel that I heard or participated in 
until the afternoon of the lith of March, and the best of 
my recollection is not until after the order of the court. 

Q. Has your memory been refreshed on that subject since 
you were a witness before the investigating body in San 
Francisco in September of last year?—A. Generally by ref- 
erence to files of correspondence and general office diaries 
and matters. 

Q. Is it a fact that when you were a witness before the 
investigating committee in San Francisco in September 1932 
you were then not positive as to whether you had had any 
talk with the receiver about the appointment of counsel 
before the order was made?—A. I wish you would permit me 
to see my testimony, counsel. 

Q. Yes, sir—A. I believe I can recall what I testified, that 
I was not—that I could not be positive there was no discus- 
sion until after the morning conference with Judge Louder- 
back until some time in the afternoon, and that I believed 
there was no discussion until after the actual order was 
made. 

Q. At the time and place that I have referred to were 
these questions asked you, and did you give these answers _ 
{reading from page 76 of the record]? 

Q. Now, you did not suggest to Strong that afternoon, your firm 
to be employed, did you?—A. I discussed with Mr. Strong, after his 
appointment, the question of the appointment of attorneys. 

Q. All right.— A. And Mr. Strong mentioned to me that he was 
uncertain whether to employ Mr. Ackerman or to employ our firm. 


Q. When was that?—A. I believe it was after the appointment. 
I am not positive, but I think it was that afternoon. 


Did you give that testimony at that time?—A. I gave that 
testimony, and I still give it, Mr. Linforth. 

Q. And is it the fact that at the time you gave that testi- 
mony you were then not positive as to whether or not Strong 
had talked to you about the appointment of attorneys before 
he was appointed receiver?—A. No, sir. May I have that 
question again? 

The PRESIDING OFFICER. The question will be read. 

The Official Reporter read the question, as follows: 

And is it the fact that at the time you gave that testimony you 
were then not positive as to whether or not Strong had talked to 


you about the appointment of attorneys before he was appointed 
receiver? 


The WITNESS. At the time I gave that testimony, and 
now, I was positive and am positive that Mr. Strong did not 
discuss the matter of the employment of counsel with me 
until subsequent to the morning conference when the judge 
announced his intention of appointing Mr. Strong as re- 
ceiver. I did not discuss that matter until the afternoon of 
March 11; and the best of my recollection at that time, the 
time of the prior hearing, and now, was and is that Mr. 
Strong did not discuss the matter with me until he came out 
of the judge’s chambers for the second time. 

Q. About what time was it that the judge signed the order 
appointing Mr. Strong receiver?—A. I could not be positive. 
I think it was around 4:30 to 5 o’clock in the afternoon. 

Q. Are you positive that up to that time Mr. Strong had 
not discussed with you the question of attorneyship?—A. I 
have already answered that question, Mr. Linforth—that to 
the best of my recollection Mr. Strong did not discuss the 
matter with me until after that time, and I am positive that 
he did not discuss the matter with me until the afternoon 
of March 11. 

Q. Did you hear Judge Louderback state to Mr. Strong, 
at or before the time of his appointment, that he would 
consider him an officer of the court?—A. I cannot state 
positively. I believe, however, that such a statement was 
made. 
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Q. And did he also state to Mr. Strong that he must 
confer with the judge on the appointment of his attorneys?— 
A. I do not think he used those words. As I have already 
testified, he stated that he should expect him to consult 
with him with reference to the appointment of his attorneys 
or his counsel, 

Q. And in substance the judge told him that, did he 
not?—A. I believe that my last answer is the best I can give 
you on that, Mr. Linforth. 

Q. Did not the judge at that time, with you persons pres- 
ent, ask Mr. Strong whether he had selected any attorneys?— 
A. I do not know whether the word “selected” was used. 
I think he asked him—I am sure he asked him—a question 
as to whether he was represented by counsel. 

Q. Did he not at that time, and before he made the order 
of appointment, ask him whether or not any of the lawyers 
present, and including you by name, had been talked to by 
Mr. Strong as possible attorneys for the receiver?—A. To 
that question in its present form I can give a positive an- 
swer of “no”, because I am quite certain the judge did not 
even know my name. 

Q. Did you tell the judge at that time who you were?— 
A. Yes, sir; I did. 

Q. And that you were there representing the San Fran- 
cisco Stock Exchange?—A. Les, sir; I did. 

Q. Did the judge, before he made the order of appoint- 
ment, say to Mr. Strong, Lou are not going to arrange 
with any of the counsel present as your counsel, are you? ”— 
A. No, sir; he did not say that. 

Q. And Mr. Strong did not answer that he was not?— 
A. Well, the question was not asked, so the answer could 
not have been given, Mr. Linforth. 

Q. Now I call your attention to this book, Constitution 
and Rules of the San Francisco Stock Exchange, and I call 
your attention to article XX, under the title of “ Transfer 
of Membership ”, and to subdivisions (1) and (2) of section 
2, and also section 1, and ask you if those were the rules 
in force at the time of these transactions—A. What par- 
ticular sections, Mr. Linforth, are you referring to? 

The PRESIDING OFFICER. Read the question. 

The Official Reporter read the question, as follows: 

Now I call your attention to this book, Constitution and Rules 
of the San Francisco Stock Exchange, and I call your attention 
to article XX, under the title of “ Transfer of Membership”, and 
to subdivisions (1) and (2) of section 2, and also section 1, and 
ask you if those were the rules in force at the time of these 
transactions, 

The WITNESS. I believe those rules were in effect. 

Mr. LINFORTH. We offer these rules as part of the testi- 
mony of the witness. 

The PRESIDING OFFICER. They will be admitted. 

Mr. LINFORTH. And I should like to read this rule into 
the Record, Mr. President: . 

ARTICLE XX. TRANSFER OF MEMBERSHIP 


SecTION 1. The transfer of membership by soyan member of the 
ex shall be made. except as otherwise herein provided, in 
the follo manner 

(a) The application, together with the initial fee of the trans- 
feree, shall be filed with the ial as provided in article III 
hereof, and the membership committee shall pass upon such appli- 
cation as in said article provided. 

(b) The name of the transferee shall be submitted to all mem- 
bers of the 3 at least 10 days prior to the date of election. 

e member proposing to transfer his membership shall not 
after the 9th day after transmittal of such notice make any 
contracts unless the contract is expressly made on behalf of 
another member of the exchange. 

On the 9th day after the transmitting of notice of a pro- 
posed transfer of membership all exchange contracts of the mem- 
ber proposing to make such transfer or of his firm shall mature, 
and if not settled shall be closed out as in the case of insolvency 
unless the same are assumed and taken over by another member 
of the exchange. 

(c) The member proposing to transfer his membership shall, 
at the time such application is filed, deposit with the Secretary 
a aan fee of $1,000. 

Sec. 2. Upon any transfer of membership, whether made by a 
member voluntarily or by the governing board in 8 ol 
the provisions of the Constitution, the proceeds thereof shall be 
applied to the following purposes and in the following order of 
priority, via: 
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(1) The payment of all dues, fines, contributions, and are 
payable to the exchange by the member whose membership is 
transferred, and all indebtedness of such member thereto. 

(2) The payment to creditors who are members of the ex- 
CRAEN; or oe firms which they represent. 

claim based on a contract, the amount that will ulti- 
i be due thereon, cannot for any reason be immediately 
ascertained and determined, the governing board may, out of the 
proceeds of the membership, reserve and retain such an amount 
as it may deem appropriate, pending the determination of the 
amount due on such claim. 


And then jumping to subdivision (4): 


(4) The surplus, if any, of said proceeds shall be paid to the 
person whose membership is transferred or to his legal repre- 
sentative upon the execution — him or them. of releases satis- 
factory to the governing board 

Sec. 3. A member of the exchange or the firm whom he repre- 
sents shall forfeit all right, under section 2 of this article, to 
share in the proceeds of a membership which has been trans- 
ferred, unless such member or firm files a statement of his or 
its claim with the governing board, prior to the transfer. 

The WITNESS. May I see that, Mr. President? 

(The book was exhibited to the witness.) 

The WITNESS. May I make a statement in connection 
with an answer previously given as to this rule that Mr. 
Linforth has been referring to? 

The PRESIDING OFFICER. Yes. 

The WITNESS. There is elsewhere in this constitution 
and rules, I believe—I am quite certain—a provision as to 
what member claims are; and the governing board of the 
San Francisco Stock Exchange has construed claims that 
are charges against a seat as being only claims made in 
the ordinary course of dealing between members, and has 
in fact within comparatively a recent time refused to allow 
a personal claim of members as a claim against the mem- 
bership. 

By Mr. LINFORTH: 

Q. At the time of this receivership, do you know whether 
or not Russell-Colvin & Co. was indebted to various other 
members of the San Francisco Stock Exchange?—A. I know 
only this, that we prepared the secured claim 

Mr. LINFORTH. Mr. President, the rule was announced 
yesterday that if the witness was not answering a question 
directly, we waived our right to strike it out if we per- 
mitted him to continue. Therefore, at this time most re- 
spectfully I urge that the witness is not answering the ques- 
tion, and that his attention should be directed to it. 

The PRESIDING OFFICER. Will you answer the ques- 
tion? 

The Official Reporter read the question, as follows: 

At the time of this receivership, do you know whether or not 
Russell-Colvin & Co. was indebted to various other members of 
the San Francisco Stock Exchange? 

The WITNESS. Yes; to a limited extent. May I explain 
the answer? 

The PRESIDING OFFICER. The Chair thinks that 
answers the question. 

By Mr. LINFORTH: 

Q. Was Pierce & Co. at that time a member of the San 
Francisco Stock Exchange?—A. I do not think so. 

Q. Are you positive of that?—A. I am not positive; no, sir. 

Q. Were Barneson & Co. members of the San Francisco 
Stock Exchange at that time?—A. I am not certain. They 
are not now, and I am not sure whether they were then or 
not. 

Q. Were Miller & Co. members of the San Francisco Stock 
Exchange at that time?—A. I am not certain. 

Q. Do you know how much Russell-Colvin & Co. owed to 
those three persons whom you are not certain were mem- 
bers of the exchange?—A. I know something about the E. A. 
Pierce & Co. indebtedness; not the others—the secured in- 
debtedness. 

Q. You do not know, do you, how many hundreds of thou- 
sands of dollars Russell-Colvin & Co. owed to members of 
the stock exchange at the time of the appointment of the 
receiver?—A. Not in dollars and cents; no. 

Q. Do you know approximately how much in the hun- 
dreds of thousands?—A. I cowld only hazard a guess. I 
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know it was a very substantial amount of money, secured 
by a great volume of stocks. 

Q. Do you know of your own knowledge whether or not 
the amount of indebtedness from Russell-Colvin & Co. to 
various members of the stock exchange at the time receiver- 
ship was appointed—do you know of your own knowledge 
whether or not the security they held in every instance was 
enough to pay those brokers who were members of the San 
Francisco Stock Exchange?—A. Only to this extent, that I 
was asked to prepare in behalf of the members and of the 
exchange the claim secured by the membership, which claim, 
as I stated before, was $1,254, subsequently increased to 
about $3,300. 

Q. Have you that paper with you?—A. I have seen it— 
yes, I have it, but not here—at the hotel. 

Q. Can you produce it? —A. I think you will find it in 
the record of the receivership proceedings accounted for in 
Mr. Hunter’s report. I was reading it in the transcript last 
evening. 

Q. Mr. Dinkelspiel, if you could produce it, I would be 
willing to suspend, and then ask you the one question in 
regard to it, and the examination would be completed.— 
A. I have only copies of it. If you have the original file of 
the Russell-Colvin proceedings, it will be in the original file. 

Q. The value of the seat in the exchange you have re- 
ferred to is about $100,000?—A. Yes. 

Q. Considerably less today?—A. Considerably less today. 

Q. What?—A. I do not know. 

Q. Do you recall what the price was for the last seat 
sold? 

Mr. Manager PERKINS. Mr. President, we object to the 
question as being immaterial. 

The PRESIDING OFFICER. What is the materiality of 
that? 

Mr. LINFORTH. The reason, Mr. President, is this: In- 
asmuch as the receivership is attacked, I wanted to show 
by the witness upon the stand, if I could, the value of the 
seat today, and then if he knows what the receiver sold it 
for. 

The PRESIDING OFFICER. The witness may answer 
the question. 

The WITNESS. I do not know the value today. It is 
less than what the receiver sold it for. 

By Mr. LINFORTH: 

Q. The value today is considerably less than Mr. Hunter, 
the receiver, sold the seat for?—A. Taking value as the 
marketable price of the seat. 

Mr. LINFORTH. I think that is all, Mr. President. 

Mr. Manager BROWNING. That is all. 

The PRESIDING OFFICER. Call the next witness. 

EXAMINATION OF JEROME B. WHITE 

Mr. Manager BROWNING. Call Jerome White. 

Jerome B. White, having been duly sworn, was examined 
and testified as follows: 

By Mr. Manager BROWNING: 

Q. Mr. White, are you a member of the firm of Heller, 
Ehrmann, White & McAuliffe, in San Francisco?—A. I am. 

Q. Do you recall a controversy that arose over the re- 
ceivership matter of Russell-Colvin in March 1930?—A. I do. 

Q. When was it first brought to your attention?—A. It 
was first brought to my attention the day after that upon 
which Mr. Addison Strong had been appointed receiver. 

Q. Do you remember the day of the month?—A. He was 
appointed, I take it, on the 11th, and this was on the 12th 
that it came to my attention. 

Q. Did you have a conference with Judge Louderback that 
day?—A. I did have a conference with the judge. I went 
out to see him along toward the middle of the afternoon, 
and saw him in his chambers. 

Q. Was that the first conference you had had with Judge 
Louderback with regard to this matter?—A. It was. 

Q. At that time what transpired between you and Judge 
Louderback in connection with this case?—A. I told the 
judge the purpose of my call, that Mr. Strong, whom I had 
been with at noontime—I had been with Mr. Strong, Mr. 
Hood, and Mr. McAuliffe for lunch during the noon hour— 
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that Mr. Strong told me what had transpired up to that 
time, noontime of that same day, and that Mr. Strong de- 
sired that our firm should represent him, and I called to see 
if I could obtain the judge's approval to the appointment. 
I told the judge that I had with me in my pocket, or my 
brief case, I will not be sure, but I had with me—I did not 
take it out and present it to him, however—the regular 
formal form of order appointing or confirming the appoint- 
ment of attorneys for the receiver, the attorneys, of course, 
being designated in the form as Heller, Ehrmann, White & 
McAuliffe. 

The judge immediately expressed in anger his feelings in 
the matter, saying that it was very embarrassing to him, that 
this was a very, very embarrassing situation, and he re- 
gretted it very much, that he could not understand the kind 
of man that Strong—what kind of man he was. He bitterly 
criticized Strong for not having come back to see him on 
the afternoon of the day on which he was appointed, no 
matter how late it was. 

I pointed out Mr. Strong’s excuse that he had given to 
me. The judge said that did not matter, he was there, and 
had Strong come back to his chambers, as he expected he 
would, he would have found him there, and had he come 
back this thing would not have happened. I argued with 
the judge a bit. First he said he was thinking very much 
that Strong was not the proper kind of man for him to have 
as receiver in this case, that he did not like his attitude at 
all, that he thought he was insubordinate in that he had 
not come back as he had promised. I argued to the judge 
a bit that that was an oversight and that it was not inten- 
tional, that Strong was not that type of man who would 
willfully disobey a suggestion of the judge. I also argued to 
the judge a bit about Strong’s qualifications for this posi- 
tion. I asked the judge if he had any objection to our 
firm, if there was any ground why we were not a proper 
firm to handle the legal affairs, to represent the receiver as 
counsel. 

The judge said that that was not the point, that he had 
wanted to name the attorney in this matter, that it was his 
practice, he told me, where the interested parties come before 
him and make a suggestion, or practically select their own 
receiver, make a suggestion as to who the receiver should 
be, and he adopted that suggestion, it had been his practice, 
he said, in those cases, to make selection himself of the 
attorneys, and that he expected to do it in this case, and 
had insisted upon Mr. Strong accepting Mr. John Douglas 
Short. Mr. Strong apparently had refused to do so, and 
was refusing to do so, and he considered him insubordinate. 

I said to the judge that his refusal—that the refusal to 
accept our firm under the circumstances would, at least 
among the parties who knew the facts—because the plain- 
tiff’s attorneys and the defendant’s attorneys, and the 
parties on the inside, did know the facts up to that mo- 
ment—would be a reflection upon the standing of our firm, 
and I asked the judge if he had any reason for adopting 
that position. He said, “No.” He said, “I have no objec- 
tion to the firm whatever, and I have known you a great 
many years; but”, he said, “it is Strong that I take ex- 
ception to—his conduct—and I have asked for his resig- 
nation.” 

I said, “ Your Honor, if his attitude in the matter of the 
selection of an attorney has put him in that position, Mr. 
Strong has told you, and he has told us, that he would 
accept Mr. Lloyd Ackerman, and that it would be better for 
Your Honor, if you prefer him to us, it is perfectly agree- 
able to us, we would retire rather than have you accept Mr. 
Strong’s resignation.” 

“No”, he said, that is all the same, the same situation 
with reference to Mr. Ackerman.” He said, “I am not going 
to decide this matter now.” He said, “I will think it over 
and you might come back tomorrow morning at 9 o’clock 
and I will talk with you further about it.” 

Q. In that conversation, did he say anything to you about 
not conferring with you about it until he had seen Strong 
again?—A. No; he did not say that I was not to confer 
with Strong or with anybody. 
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Q. That is not the question. My question is, Did the judge 
decline to discuss it with you until he could see Strong 
himself?—A. Well, he had discussed it with me at con- 
siderable length that afternoon, and said at the end of the 
interview that there was not any use to talk further about 
it, that he was going to give it some thought, and I could 
come back the first thing in the morning, I think he said 
9 o'clock, and he would make up his mind and would tell us 
about it. 

Q. Did you go out to the judge’s chambers and have a con- 
ference with him, or call on him, on the morning of the 12th, 
the next morning after Mr. Strong had been appointed re- 
ceiver, and before Mr. Strong saw Judge Louderback?—A. 
The morning of the 12th? I am talking now about the 
afternoon of the 12th. I did not go at any time to the 
judge prior to this visit of mine in the afternoon, after I had 
had lunch with Mr. Hood, who is Mr. Strong’s partner, Mr. 
Strong, and Mr. McAuliffe. 

Q. In that conversation did Judge Louderback object to 
your firm on the ground that you represented the stock 
exchange?—A. No; he did not give that as his objection. 
It was as I have indicated, and I cannot give the exact 
language, but I do know the judge put considerable emphasis 
upon the circumstance that he did not know Mr. Strong. He 
said he came to him as a stranger, vouched for by these 
gentlemen, and he did not question that he was a man of 
good reputation, but it was a matter of policy which he had 
followed where the parties make a suggestion as to the 
receiver, it was his practice to make the suggestion as to 
attorneys. 

Q. Did you have any conference with Judge Louderback 
the next morning, on the 13th?—A. I did. I went there at 
§ o'clock. 

Q. What transpired in that conference?—A. In that con- 
ference the judge said that he was not going to give me a 
final answer about this, that he was going to send for Mr. 
Marrin, Mr. Thelen, and I think Brown, and have a talk 
with them; that it might be that there would not be any 
receiver appointed, or that the appointment would be va- 
cated, that there would not be any receivership in this 
matter. “But”, he said, “if I retain Mr. Strong, I do give 
my consent to you people acting as his attorney.” He said, 
“If he continues as the receiver, I will sign the order ap- 
pointing your firm attorneys for the receiver.” 

Q. Was that the last conference you had with him about 
it?—A. It was. 

Mr. Manager BROWNING. That is all. 

Cross-examination by Mr. LINFORTH: 

Q. Mr. White, how long had you known Judge Louderback 
at the time of these conversations?—A. I knew Judge 
Louderback before he went on the bench of the superior 
court. I would say less than 15 years and not more than 
27, since I have been practicing. 

Q. And your relations had always been pleasant and 
agreeable with him up to the time of the happening of these 
matters?—A. Yes; they had been. I never had any difficulty 
of any kind with the judge. I had not appeared in his court 
since he was a Federal judge to any extent. 

Q. But your acquaintanceship had run back the years you 
have stated?—A. Exactly. 

Q. The judge told you, did he not, that where he had 
appointed a person receiver who was unknown to him, at 
the recommendation of the parties, his rule was to have a 
check on him by suggesting the attorney who ought to be 
appointed?—A. That was, in substance, the position which 
he took. 

Q. When you talked with the judge, he frankly told you 
that he was considering the advisability of removing him?— 
A. Yes; he said he had asked for his resignation. 

Q. And he told you that if after talking with the other 
attorneys interested in the matter, he should conclude to let 
him remain, he would then consent to the appointment of 
your firm?—A. In substance, he said if Mr. Strong was the 
receiver, we could be his counsel, but he did not. I went 
away firmly of the impression that he was going to let 
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Strong remain if there was a receivership at all. That was 
my conclusion in the matter, and I so notified my partner. 

Q. But the judge notified you that he was thinking seri- 
ously of removing Mr. Strong?—A. He was dissatisfied with 
Mr. Strong. 

Q. Did you tell the judge on your first visit, the day after 
the appointment of the receiver, that you had with you a 
petition for the appointment of the firm of Heller, Ehrmann, 
eae Pi McAuliffe as attorneys for the receiver Strong?— 

Q. You told him that petition was for the appointment of 
the firm?—A, Yes; it was. 

Q. And it was for the appointment of the firm, was it 
not?—A. It was. 

Mr. LINFORTH. I have no further questions. 

Mr. Manager BROWNING. That is all. 

(The witness retired from the stand.) 

EXAMINATION OF SIDNEY SCHWARTZ 

Sidney Schwartz, having been duly sworn, was examined, 
and testified as follows: 

By Mr. Manager BROWNING: 

Q. Is this Mr. Sidney Schwartz?—A. Yes, sir. 

Q. Where do you live, Mr. Schwartz?—A. In the city and 
county of San Francisco, Calif. 

Q. What is your occupation?—A. I am a stockbroker. 

Q. With what firm are you connected now?—A. With the 
firm of Sutro & Co. 

Q. In what capacity?—A. I am the senior partner. 

Q. Have you ever been president of the San Francisco 
Stock Exchange?—A. Yes, sir. 

Q. At what time?—A. From October 1923 until January 
8, 1932, inclusive. 

Q. In the year 1929, as president of the stock exchange, 
were you made acquainted with the situation with regard to 
the Russell-Colvin Co.?—A. Their general condition, yes; 
and the inadequacy of their capital. 

Q. What steps were taken by the exchange with regard to 
it?—A. In November 1929 the San Francisco Stock Ex- 
change, immediately following the market break, sent out a 
questionnaire to different members in order to determine the 
adequacy of capital of all member firms, and the firm of 
Russell-Colvin was among those firms that then at that 
time showed a weak capital structure. 

Q. Did you have any supervision over the company at the 
time you went out as president of the exchange?—A. Do you 
mean me personally, sir? 

Q. I mean the exchange itself—A. The exchange did 
through its auditor, and as president of the exchange I then, 
at that time, issued an order to closely watch the develop- 
ments in the firm of Russell-Colvin, as well as several other 
firms; and at that time Russell-Colvin became aware that it 
would be desirable, and almost imperative, to furnish them- 
selves with additional working capital. 

Q. Do you know what later steps were taken by the 
exchange with regard to this concern?—A. It is my recol- 
lection that Russell-Colvin did furnish themselves with some 
amount of additional working capital, and at least I am 
positive that their working capital was sufficient to permit 
them to remain as active members of the San Francisco 
Stock Exchange, at least for the time during which I was 
president of the exchange. 

Q. But later, on March 10 of that year, you were notified 
or were made aware of the fact that they were suspended?— 
A. I had retired as president of the exchange on January 8, 
1930. Consequently at that time I had no definite knowl- 
edge as to their condition or no reason to have any definite 
knowledge. 

Q. Is there any other action except suspension that the 
stock exchange may take with regard to its members?— 
A. Yes, sir; there is. 

Q. What is it?—A. The stock exchange has the power 
either to suspend or expel. In the event of insolvency, the 
exchange suspends a member; in the event of violations or 
infractions of the rules, bylaws, and constitution of the 
exchange, the exchange uses the power of expulsion. 
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Q. What claims of members of the exchange are secured 
by the seat of a member?—A. All claims of the members of 
the stock exchange arising from member contracts, and 
from member contracts alone, are secured by the member- 
ship in the exchange of the individual member; and the 
governing board of the San Francisco Stock Exchange de- 
fines member contracts. In the constitution will be found 
a clause touching on this, article 20, that I heard quoted 
recently or a few moments ago, defining the powers given 
to the governing board to define member contracts. I know 
that rule to my own sorrow, because the attorney for the 
exchange decided a case against my own firm, ruling that 
certain transactions for individual partners of the exchange 
did not come under the rule of constituting a member con- 
tract; and consequently in this particular matter, did not 
furnish my own firm with the security normally given by 
the value of a seat on the exchange. 

Q. Is there any other financial interest that the exchange 
has with regard to membership except the security of other 
members for their claims, as you have described? 

The WITNESS. May I have that question repeated? 

Mr. Manager BROWNING. Will the reporter please read 
the question? 

The Official Reporter read as follows: 

Q. Is there any other financial interest that the exchange has 
with regard to membership except the security of other members 
for their claims, as you have described? 

The WITNESS. There is no other financial interest; 
there is an ethical interest, but no other financial interest. 

By Mr. Manager BROWNING: 

Q. Do you know H. B. Hunter?—A. I do, sir. 

Q. What connection have you had with him, if any?—A. I 
met Mr. Hunter for the first time—and I must give you this 
date out of my memory—in November 1928, when the resig- 
nation of the assistant to the president of the stock ex- 
change, which is an appointive office, was accepted, vacating 
the office; and when I requested applications for that posi- 
tion, among the applications was an application from Mr. 
H. B. Hunter. That was the time that I first became ac- 
quainted with him. He held that position, if my memory 
serves me correctly, until approximately May or June 1929. 
I give you those dates out of memory and they may not be 
correct. 

Q. Do you know with whom he was connected in March 
1930?—A. In March 1930 and from the time of his resigna- 
tion he was a partner in the firm of William Cavalier & Co., 
members of the San Francisco Stock Exchange. 

Q. Did they have a member of that firm on the board of 
governors of the exchange?—-A. They did—will you give me 
the date? 

Q. In March 1930.—A. They did—Mr. Robert Willis, and 
I believe he is still a governor of that exchange; he is. 

Q. Do you recall the occasion when the receivership was 
applied for in the Russell-Colvin case? A. Pardon me. 

Q. Do you recall the occasion when the receivership was 
instituted in the Russell-Colvin case?—A. My knowledge of 
that, Mr. Browne, comes from the newspapers. I had been 
East and subsequently South and arrived back in San Fran- 
cisco, I would say, approximately a week before reading in 
the newspaper of the insolvency of the Russell-Colvin Co. 
and of the appointment of a receiver, Mr. Addison Strong. 

Q. Did you get any information from anyone about the 
selection of the receiver in that case?—A. I should like to 
have that question repeated. 

Q. Did you get any information from anyone about who 
would be the receiver in that case or who was the receiver? 
A. From the newspapers I read that Mr. Addison Strong had 
been appointed receiver. Subsequently I had a phone call 
from Mr. Hunter. 

Q. What time of the day was that?—A. To the best of my 
recollection, it was sometime prior to 2:30 o’clock on that 
day. I fix that time for the reason that I had a rather 
lengthy conversation with Mr. Hunter, who stated to me 
that he thought he was to be appointed receiver in the 
Russell-Colvin matter. I said to Mr. Hunter, in surprise, 
that I had read in the paper that Mr. Strong had been ap- 
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pointed the receiver, and he told me, Well, there is some 
understanding there, and I am inclined to believe that I am 
going to be the receiver; and if I require your recommenda- 
tion, may I have it?” I said to him that I did not want to 
get into any controversy between Mr. Strong and Mr. Hunter 
for the receivership, which he could appreciate, but also told 
him at the time that my connections with Mr. Strong 
through his having been auditor of the San Francisco Stock 
Exchange for a great many years were of the most friendly 
character and such that I certainly felt that Mr. Strong was 
better qualified as a receiver; but, in the event of Mr. Strong 
being the receiver and in the event of my recommendation 
not doing any damage to Mr. Strong, that I should be very 
glad to recommend Mr. Hunter. 

Q. When did you next hear from him?—A. It is my recol- 
lection it was the following day—and if not on the following 
day, then on the day after—that Mr. Hunter called at my 
office and told me that he had been appointed receiver. We 
had a very brief conversation. I congratulated him, but I 
went into none of the details beyond that, because it was at 
an hour and a time when I was quite busy. 

Q. Did you recommend him to Judge Louderback for re- 
ceiver?—A. I did not. 

Q. Did the judge ever speak to you about him?—A. He did 
not. 

Q. Did you send him any word directly or indirectly con- 
cerning it?—A. I sent him no word directly, Mr. BROWNING, 
and indirectly only if Mr. Hunter had conveyed my conver- 
sation to the judge. 

Mr. Manager BROWNING. Take the witness. 

The PRESIDING OFFICER. Do counsel for the re- 
spondent desire to cross-examine the witness? 

Mr. LINFORTH. Mr. President, the respondent does not 
deem it necessary to cross-examine this witness. 

The PRESIDING OFFICER. Call the next witness. 


OFFER OF SUPERIOR COURT RECORDS 


Mr. Manager PERKINS. Mr. President, we offer in evi- 
dence a certified copy of an order made by Judge Harold 
Louderback appointing W. S. Leake, Fairmont Hotel, and 
G. H. Gilbert, 16 California Street, appraisers in the matter 
of the estate of Howard Brickell, dated April 5, 1927. 

(See U.S.S. Exhibit 4.) 

The PRESIDING OFFICER. Is there any objection on 
the part of counsel for the respondent? 

Mr. HANLEY. Mr. President, we object to it; first, on 
the ground of lack of jurisdiction of this body to go into 
any matter that occurred prior to Judge Louderback being 
appointed a Federal judge, because the cases hold—and the 
full set-up of the whole matter is expressed in volume 9, 
and the authorities are there collated by Mr. Hughes in his 
Federal Practice—that the moment the Senate of the United 
States confirm a Federal judge apparently it is like absolu- 
tion and wipes out his former transgressions; and in any 
matter that has to do with his conduct and acts prior to 
being appointed a Federal judge, that the Senate of the 
United States would be impeaching their own integrity, so 
the cases say, if they attempted to go back of that. So 
we say to you, Mr. President, and to the Senate sitting as 
judges and jurors, that the conduct of Superior Judge 
Louderback, if it be misconduct, has nothing to do in any 
way, shape, manner, or form with the impeachment articles. 

Very frankly I say to you, Mr. President, that upon the 
hearing had in this Chamber upon the 18th day of April, 
Mr. Manager Sumnenrs then said, We do not rely upon it as 
an impeaching matter, and you could not impeach,” said he 
on that occasion 

The PRESIDING OFFICER. Will counsel suspend for a 
moment until we ascertain the purpose for which the offer 
is made? 

Mr. Manager PERKINS. It is the intention of the man- 
agers on the part of the House, with your permission, to 
introduce evidence in the nature of certified copies of court 
records for the purpose of showing the close and intimate 
relationship that existed between Judge Louderback and 
Mr. Leake and Mr. Gilbert. 
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The PRESIDING OFFICER. Do counsel for the respond- 
ent deny that that is material? Do they deny that this is 
material evidence for the purpose stated by the House 
manager? 

Mr. HANLEY. Yes; we do, for this reason: The mere 
fact that a court appoints a member of the bar or a citizen 
of his community an appraiser does not show an intimate 
relationship. 

The PRESIDING OFFICER. The present occupant of the 
chair is very clear that it is admissible for whatever it may 
be worth for the purpose stated by the manager on the part 
of the House. 

Mr. Manager PERKINS. We also offer a certified copy 
of an order signed by Judge Harold Louderback on May 24, 
1927, appointing W. S. Leake receiver in the case of Heath 
against Heath, with the requirement of a bond of $25,000. 

Mr. HANLEY. For all the reasons heretofore urged, we 
make similar objection. 

The PRESIDING OFFICER. The Chair understands the 
managers of the House have offered this for the same pur- 
pose, and the offer is being made for that sole purpose? 

Mr. Manager PERKINS. For the sole purpose of show- 
ing the relationship between the respondent and W. S. 
Leake and Mr. Gilbert, and the course of conduct which 
culminated in the conspiracy charged and other charges 
made in the impeachment. 

The PRESIDING OFFICER. Let them be admitted. 

(See U.S.S, Exhibit 5.) 

Mr. Manager PERKINS. We offer a certified copy of an 
affidavit or verification made by W. S. Leake in the case of 
Heath against Heath, dated May 24, 1927. 

(See U.S. S. Exhibit 6.) 

Mr. Manager PERKINS. We offer a certified copy of the 
oath of appraisers and the bill for services rendered by W. S. 
Leake and G. H. Gilbert in the sum of $1,750 in the matter 
of the estate of Howard Brickell, dated December 20, 1927. 

(See U.S.S. Exhibit 7.) 

Mr. HANLEY. Is not the name of Mr. R. F. Mogan on 
that bill? The manager has not read it all, 

Mr. Manager PERKINS. I merely identified the paper 
so far as it relates to this proceeding. There is another 
name of another appraiser named Mogan, but the mana- 
gers on the part of the House did not conceive it necessary 
to mention that name in order to identify the paper offered. 

The PRESIDING OFFICER. May the Chair inquire 
whether the House managers desire these papers printed 
as a part of the record or that just that which counsel 
states shall be made a part of the record? 

Mr. Manager PERKINS. May I confer with the other 
managers? 

The PRESIDING OFFICER. Certainly. 

Mr. Manager PERKINS (after conference). The opinion 
of the managers on the part of the House is that they 
ought to go in the record. 

The PRESIDING OFFICER. Do you mean the entire 
paper? 

Mr. Manager PERKINS. With the permission of the 
President and of the Senate we could delete some of them, 
perhaps, but the substance of them ought to appear in the 
record. 

Mr. HANLEY. I understand that they are in for one 
purpose, to show familiarity of Leake with the judge, and 
not for the purpose of commenting upon their text, be- 
cause the managers may not, under the guise of getting 
them in for one purpose, then use them for another pur- 
pose. The purpose is evident to the Chair that they ought 
to be limited to the purpose for which they were offered, 
namely, to show the relationship of the parties which in 
the answer has not been denied. The object of the mana- 
gers is not, from our viewpoint, to limit it to that purpose, 
but to use in argument, viciously as we claim, the contents 
of the documents spoken of and to then charge that be- 
cause it was introduced for one purpose it was introduced 
for all. 

I make this statement at this time because we do not 
want to be misunderstood. If we had to try that issue we 


CONGRESSIONAL RECORD—SENATE 


May 17 


could try it, but it is not an issue before the Senate. There- 
fore I say to the President of this body, sitting as the 
presiding officer of the court, that he should limit its intro- 
duction with the understanding that it is for the purpose 
for which it is introduced and not for some secret purpose 
at the end of the trial, when our mouths are closed, to say 
this and that when we have no chance to reply. 

The PRESIDING OFFICER. May the Chair inquire of 
the managers on the part of the House whether it would 
not be satisfactory to state from the documents and whether 
it would not be satisfactory to counsel for the respondent 
to state from the documents briefly what they show that 
would be material under the ruling of the present occupant 
of the chair? 

Mr. Manager PERKINS. On behalf of the managers on 
the part of the House, we deem it important to have suffi- 
cient of these records in to apprise the trial body of the 
nature of the course of conduct between the respondent in 
this case and Mr. Leake and Mr. Gilbert. It would be quite 
impossible for us merely to state briefly the nature of the 
paper, because it is important for all the trial body to be able 
to see what the papers are insofar as they are admissible in 
evidence, in order to set out the course of conduct in which 
the respondent month by month appointed Mr. Gilbert re- 
ceiver and appointed Mr. Leake receiver, and paid them fees, 
and to show that the fees were exorbitant fees. 

The PRESIDING OFFICER. How do you propose to show 
they were exorbitant fees? 

Mr. Manager PERKINS. I might take one case. We will 
show that in a certain case the respondent allowed a fee of 
$500 to one of these receivers for appraising a piece of 
property that he never looked at, but all he did was to sign 
the affidavit of value. 

The PRESIDING OFFICER. Do you propose to call wit- 
nesses to show that fact? 

Mr. Manager PERKINS. We will show it by the wit- 
nesses already subpenaed here. We will show it by Mr. 
Leake when he appears, if he does appear. We will show 
it by Mr. Gilbert, who will appear and I understand is in 
town. 

The PRESIDING OFFICER. The present occupant of 
the chair does not think we ought to go into collateral issues 
involved in any of the cases in which the respondent was 
acting as judge of some State court. He thinks it might be 
material to show the various appointments of the men who 
are involved in the present complaint, and that is the ex- 
tent to which the papers are pertinent to this issue. It is 
always difficult, of course, to admit a paper for one purpose 
and prevent it being used for another purpose. If a paper 
is admissible at all and counsel insist upon it being con- 
sidered in evidence, the Chair does not quite know how it 
can be excluded if it is admissible for any purpose. 

Mr. HANLEY. The point I make is this. Very often, for 
instance, an affidavit reciting a lot of facts is put forth in 
a paper introduced for one purpose for identification. We 
cannot argue the truthfulness of that affidavit when it was 
limited to the purpose to which it was directed. The point 
we make is that we are not trying any State court cases. 
If we were, we would meet them. The point is that these 
papers are not being introduced for the purpose stated, but 
for the purpose of hammering us at the close when we are 
concluded in our defense with relation to this matter. I 
want to warn the Senate right now that that is the pur- 
pose, and I predict that is the purpose, and therefore it is 
irrelevant and incompetent. It is not jurisdictional to this 
body and therefore, if the paper is admitted at all, it ought 
to be for the purpose of showing the intimacy and none 
other. 

The PRESIDING OFFICER. Will counsel for the re- 
spondent agree that there may be read into the record the 
various times these men were appointed and the amount of 
fees paid them, and then have the papers excluded? 

Mr. HANLEY. For that purpose we have no objection. 

The PRESIDING OFFICER. Is that satisfactory to the 
managers? 
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Mr. Manager PERKINS. That is not satisfactory to the 
managers on the part of the House. The papers are not 
very long. If this were a trial before a jury it would be a 
different thing, but we must take into consideration that 
all the members of the trial body are not here all the time 
and this record must be perused by them before decision 
can be had. It is of prime importance on the part of the 
managers to show the course of dealing between Judge 
Louderback and Gilbert and Leake that runs through the 
years in which he constantly appointed these men receivers. 

The PRESIDING OFFICER. The Chair has stated two 
or three times that the paper is admissible and has suggested 
that there be read into the record the date, the name of the 
case, and the amount. The Chair inquires whether that is 
not all that is in these records that is pertinent to this issue? 
If you can later by subsequent witnesses show that in some 
particular case there was paid an excessive fee, that is an 
entirely different matter, but that can be done without 
introducing the records. 

Mr. McKELLAR. Mr. President, may I make an inquiry 
of the Presiding Officer? Have these records or documents 
been offered in evidence? Has there been a motion to offer 
them in evidence? 

The PRESIDING OFFICER. The understanding of the 
Chair is that they are now being offered in evidence. 

Mr. McKELLAR. Does the Chair hold they cannot be 
admitted in evidence except for a specific purpose? 

The PRESIDING OFFICER. That is correct. 

Mr. McKELLAR. That is the holding of the Chair? 

The PRESIDING OFFICER. That they may be offered 
for a specific purpose. 

Mr. McKELLAR. What recourse have those of us who are 
members of the court who believe that these records ought 
to go in for whatever they are worth? 

The PRESIDING OFFICER. The statement by the man- 
agers will be a part of the record and it will be admitted by 
counsel for the respondent that it constitutes a part of the 
record. 

Mr. ASHURST. Mr. President, a point of order. 

The PRESIDING OFFICER. The Senator from Arizona 
will state the point of order. 

Mr. ASHURST. Rule VII, at page 89, prescribes particu- 
larly and definitely just how a ruling may be appealed from. 
I ask that the clerk may read rule VII. 

Mr. McKELLAR. I hope the clerk will do so, because I 
want some information about it. 

Mr. ASHURST. The point of order is not debatable. 

Mr. McKELLAR. A point of order is always in order and 
I think members of the court ought to know something about 
it when these questions arise. We ought to know what the 
facts are and what the rule is. 

The PRESIDING OFFICER. The clerk will read the rule. 

The Chief Clerk read as follows: 


VII. The Presiding Officer of the Senate shall direct all necessary 
preparations in the Senate Chamber, and the Presiding Officer on 
the trial shall direct all the forms of proceedings while the Senate 
is sitting for the purpose of trying an impeachment and all forms 
during the trial not otherwise specially provided for. And the 
Presiding Officer on the trial may rule all questions of evidence 
and incidental questions, which ruling shall stand as the judg- 
ment of the Senate, unless some Member of the Senate shall ask 
that a formal vote be taken thereon, in which case it shall be 
submitted to the Senate for decision; or he may, at his option, in 
the first instance, submit any such question to a vote of the Mem- 
bers of the Senate. Upon all such questions the vote shall be 
without a division, unless the yeas and nays be demanded by one 
fifth of the Members present, when the same shall be taken. 


Mr. McKELLAR. Mr. President, I desire, if it is now in 
order, to have a vote by the Senate, sitting as a Court of Im- 
peachment, on the admissibility of these papers. 

Mr. BRATTON. Mr. President, a parliamentary inquiry. 

The PRESIDING OFFICER. The Senator will state it. 

Mr. BRATTON. Do I understand that the managers on 
the part of the House have requested that these documents 
be printed in the Rrecorp? 

The PRESIDING OFFICER. That is the Chair’s under- 
standing. 

Mr. BRATTON. That is the question about to be sub- 
mitted? 
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The PRESIDING OFFICER. The Chair has reached a 
very definite conclusion about the question so far as the 
admissibility of these papers is concerned. They are admis- 
sible for one purpose. The Chair was seeking to have coun- 
sel on each side agree by suggesting to the counsel for the 
respondent whether they would consent that there might be 
read into the record from these papers the names of the 
cases, the names of the persons appointed, and the amount 
of fees paid them, the thought of the Chair being that if 
that were done it would not then be necessary to admit the 
papers themselves. 

Mr. BRATTON. Mr. President, a further parliamentary 
inquiry. 

The PRESIDING OFFICER. The Senator will state it. 

Mr. BRATTON. The precise question pending is whether 
the documents shall be printed in the Recorp? 

The PRESIDING OFFICER. That is the offer made by 
the managers on the part of the House. 

Mr. McKELLAR. Mr. President, I think we should have 
the yeas and nays on that subject. 

The PRESIDING OFFICER. The Chair thinks this ques- 
tion is of considerable importance and ought to be sub- 
mitted to the Senate. Is there a second to the demand for 
the yeas and nays? 

The yeas and nays were ordered. 

Mr. ASHURST. Let the question be stated. 

Mr. McKELLAR. Will the Chair state the question? 

The PRESIDING OFFICER. The question is—— 

Mr. TOWNSEND. I suggest the absence of a quorum. 

The PRESIDING OFFICER. The clerk will call the roll. 

The Chief Clerk called the roll, and the following Senators 
answered to their names: 


Costigan Kean 
Ashurst Couzens Kendrick Robinson, Ark, 
Austin Cutting Keyes Robinson, Ind. 
Dickinson King Russell 
Bailey Dill La Follette Schall 
Barkley Duffy Sheppard 
B Erickson Long Shipstead 
Bratton Fess McAdoo Smith 
Brown Fletcher McCarran Steiwer 
Bulkley Frazier McGill Stephens 
Bulow George McKellar Thomas, Utah 
Byrd Glass McNary wnse 
Byrnes Gore Metcalf 
Capper Hale Murphy Vandenberg 
Carey Harrison Neely Van Nuys 
Clark Hastings Norris Wagner 
Connally Hatfield Nye Walcott 
Coolidge Hayden Patterson Wheeler 
Copeland Hebert Pope te 


The PRESIDING OFFICER. Seventy-six Senators having 
answered to their names, a quorum is present. 

The question to be submitted to the Senate is whether the 
certified copies of certain records offered by the managers 
on the part of the House shall be printed in the RECORD. 

Mr. McKELLAR. Mr. President, a parliamentary inquiry. 
As I understand, the papers were offered in evidence and a 
request was made that they be printed in the Recorp. Am 
I correct about that? 

The PRESIDING OFFICER. That is the question. 

Mr. McKELLAR. The Chair stated it as simply a question 
of their being printed in the Recorp. The question is 
whether they shall be received in evidence and printed in the 
REeEcorD, as I look at it. 

Mr. BRATTON. I call for the yeas and nays. 

Mr. LOGAN. Mr. President, a parliamentary inquiry. 

The PRESIDING OFFICER. The Senator from Kentucky 
will state it. 

Mr. LOGAN. As I understand, these records have been 
offered, and it was suggested that they showed the relation- 
ship between the respondent and Mr. Gilbert and Mr. Leake; 
and the Chair ruled that so far as they showed that either 
of these parties had been appointed receiver, and the amount 
of fee, they should go in the record as evidence, but that the 
remainder of the records should not be admitted in evidence, 
Are we voting on whether the remainder of the records shall 
be admitted as evidence or whether they shall simply be 
printed in the RECORD? 
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of the House offered these papers for the Recorp. Objection 
was made, and, after argument, the Chair held that these 
records were pertinent for one purpose, namely, to show the 
connection between the persons named in the papers and the 
respondent. The Chair sought to have the counsel on both 
sides agree that the material parts should be read into the 
record; but that was not satisfactory to the managers on 
the part of the House, who insisted that the whole records 
should be admitted. Counsel for the respondent objects to 
that because there are many things in the records them- 
selves that are not in any sense material; and the question 
is whether or not the papers offered for the Recorp shall 
be admitted. 

Mr, LOGAN. Mr. President, a further parliamentary in- 
quiry. Is not the question before the court whether the 
ruling of the Chair shall be sustained? 

The PRESIDING OFFICER. No; the Chair has not 
ruled upon it. The Chair is submitting the question, being 
unable to have counsel on both sides agree with respect 
to it, and it being a matter of some importance. 

Mr. LOGAN. Just one further question. 

The PRESIDING OFFICER. The Senator will state it. 

Mr. LOGAN. I understood that the Chair did rule, and 
that the Senator from Tennessee [Mr. McKELLAR], under 
rule VII, questioned the ruling and asked that the vote of 
the Senate be taken on it. Am I wrong about that? 

The PRESIDING OFFICER. The Chair did not make any 
definite ruling. The Senator from Arizona [Mr. AsHurst] 
called attention to the rule, which is to the effect that the 
question may be submitted to the Senate. 

Mr. LONG. Mr. President. 

Mr. McKELLAR. Mr. President, I think the Chair 
should state that the Senator from Tennessee did under- 
stand that the Chair had made a ruling, and under rule 
VII he asked for a vote of the Senate on that ruling. 

The PRESIDING OFFICER. The Chair did not under- 
stand the Senator from Tennessee to make any such state- 
ment. 

Mr. McKELLAR. The Recorp will show for itself. 

The PRESIDING OFFICER. The Chair did not make 
any definite ruling upon the question. If the Senator from 
Tennessee made that statement with respect to the ruling 
of the Chair, the Chair will correct his statement. 

Mr. LONG. Mr. President, a point of order. 

Mr. LA FOLLETTE. Mr. President, a point of order. Is 
this matter debatable? 

The PRESIDING OFFICER. Not at all. 

Mr. LONG. A point of order. I desire to propound a par- 
liamentary inquiry. 

The PRESIDING OFFICER. The Senator will state it. 

Mr. LONG. Is it not permissible for a member of the 
court to move now that we disregard all rules of evidence 
and just let them put in what they want to? That will be 
better, and will save time. 

Mr. LA FOLLETTE. I submit that that is not a parlia- 
mentary inquiry. 

The PRESIDING OFFICER. The clerk will call the roll. 

The Chief Clerk proceeded to call the roll. 

Mr. BAILEY (when Mr. Reynotps’ name was called). I 
desire to announce that my colleague the junior Senator 
from North Carolina [Mr. Reynotps] is detained by illness. 

The roll call was concluded. 

Mr. HEBERT. I desire to announce that the Senator 
from Maryland [Mr. GotpssorovcH], the Senator from 
New Jersey [Mr. Barsour], and the Senator from Vermont 
[Mr. Date] are detained on official business, and that the 
Senator from Pennsylvania [Mr. Davis] is detained on ac- 
count of illness. 

The result was—yeas 67, nays 4, as follows: 


YEAS—67 
Adams Brown Clark Dill 
Ashurst Bulkley Connally Duffy 
Austin Bulow Coolidge Erickson 
Bachman Byrd Copeland Fess 
Barkley Byrnes Fletcher 
Black Capper Couzens Frazier 
Bratton Cutting George 
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Long Nye Stetwer 

McAdoo Patterson Stephens 
Hatfield McCarran Pope Thomas, Utah 
Hayden McGill Townsend 
Hebert McKellar Robinson, Ark. Vandenberg 
Kean McNary Robinson,Ind. Van Nuys 
Kendrick Metcaif ussell Wagner 
King Nock Sh: W 

y ipstead Wheeler 
La Follette Norris Smith 
NAYS—4 
Balley Dickinson Logan Schall 
NOT VOTING—19 

Bankhead Davis Lewis Trammell 
Barbour Goldsborough Norbeck Tydings 
Bone Gore Pittman Walsh 
Caraway Hale Reynolds White 
Dale Thomas, Okla. 


The PRESIDING OFFICER. On this vote the yeas are 67 
and the nays are 4, so the papers are admitted. 

Mr. Manager PERKINS. Mr. President, we offer in evi- 
dence a certified copy of an order made by the respondent, 
Judge Harold Louderback, dated Lugust 23, 1927, appointing 
W. S. Leake, of the Fairmont Hotel, and two other ap- 


praisers. 

(See U.S.S. Exhibit 8.) 

Mr. Manager PERKINS. We offer a certified copy of 
appraisement of value, signed by W. S. Leake and two others, 
and dated the 1st of September 1927. 

(See U.S.S. Exhibit 9.) 

Mr. Manager PERKINS. We offer a certified copy of an 
order made by the respondent, Judge Harold Louderback, 
dated October 18, 1927, appointing W. S. Leake receiver. 

(See U.S.S. Exhibit 10.) 

Mr. Manager PERKINS. We offer a certified copy of 
order made by Judge Harold Louderback dated October 27, 
1927, appointing W. S. Leake receiver. 

(See U.S.S. Exhibit 11.) 

Mr. Manager PERKINS. We offer a certified copy of 
order made by the respondent, Harold Louderback, dated 
November 8, 1927, appointing W. S. Leake receiver. 

(See U.S.S. Exhibit 12.) 

Mr. Manager PERKINS. We offer a certified copy of 
receiver’s report dated November 29, 1927, signed by W. S. 
Leake, receiver. 

(See U.S.S. Exhibit 13.) 

Mr. Manager PERKINS. We offer a certified copy of oath 
of W. S. Leake as receiver, dated December 8, 1927, and order 
signed by Judge Harold Louderback, respondent, settling and 
allowing first and final account of receiver, dated January 
14, 1928. 

(See U.S.S. Exhibit 14.) 

Mr. Manager PERKINS. We offer a certified copy of bill 
dated December 21, 1927, by W. S. Leake for $500 for ap- 
praising the estate of Howard 

(See U.S.S. Exhibit 15.) 

Mr. Manager PERKINS. We offer a certified copy of 
order made by the respondent, Harold Louderback, dated 
December 30, 1927, appointing W. S. Leake receiver. 

(See U.S.S. Exhibit 16.) 

Mr. Manager PERKINS. We offer a certified copy of bill 
of G. H. Gilbert for $500, dated December 21, 1927, for acting 
as appraiser of the estate of Howard Brickell under the 
appointment of Judge Louderback. 

(See U.S.S. Exhibit 17.) 

Mr. Manager PERKINS. Mr. President, earlier in this 
morning’s session it was stated by the managers on the 
part of the House that the witness Dittmore, subpenaed 
duces tecum to produce the records of the Hotel Fairmont, 
in San Francisco, was present in this city, was suddenly 
attacked by illness, was taken to the hospital, and that an 
operation was performed upon him. We now ask counsel 
for the respondent whether they will admit, without the 
presence of Mr. Dittmore to identify them, the records pro- 
duced by Mr. Dittmore under the subpena duces tecum. 

Mr. LINFORTH. Mr. President, we announced this 
morning that if we were afforded an opportunity of exam- 
ining the papers to which counsel refers, no doubt we could 
come to some satisfactory arrangement; but we have not 
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been able as yet to examine the papers to which he refers, 
and do not know what they are. 

The PRESIDING OFFICER. Will the papers referred to 
be submitted to counsel for the respondent for their exami- 
nation? 

Mr. Manager PERKINS. In response to the inquiry of 
the President, we are now submitting the papers in question 
to the counsel for the respondent. 

Mr. President, we desire to call Mr. J. A. Wainwright as a 
witness. 

RECESS 

Mr. LINFORTH. Mr. President, if it may be in order, 
may we have a recess for about 10 minutes? We have been 
here for 3 hours without interruption. 

Mr. KING. Mr. President, I take the liberty of moving 
that the Senate, sitting as a Court of Impeachment, order 
a recess for 10 minutes. 

The PRESIDING OFFICER. The question is on the 
motion of the Senator from Utah. 

The motion was agreed to; and (at 12 o’clock and 57 
minutes p.m.) the Senate, sitting as a Court of Impeach- 
ment, took a recess. On the expiration of the recess the 
Senate, sitting as a court, reassembled. 

CALL OF THE ROLL 


Mr. McNARY. I suggest the absence of a quorum. 

The PRESIDING OFFICER. The clerk will call the roll. 

The Chief Clerk called the roll, and the following Senators 
answered to their names: 


Adams Copeland Kendrick Russell 
Ashurst Costigan Keyes Schall 
Austin Couzens King Sheppard 
Bachman Cutting La Follette 

Bailey Dickinson Lewis Smith 
Bankhead Dill Logan Steiwer 
Barbour Duffy Long Stephens 
Barkley Eri McAdoo ‘Thomas, Okla. 
B Fess McCarran Thomas, Utah 
Bone Fletcher McGill Townsend 
Bratton McKellar 

Brown George McNary dings 
Bulkley Glass Metcalf Vandenberg 
Bulow Goldsborough Murphy Van Nuys 
Byrd Gore Neely Wagner 
Byrnes Hale Norris Walcott 
Capper Harrison Nye Walsh 
Caraway Hastings Patterson Wheeler 
Carey Hatfield Pope White 
Clark Hayden 

Connally Hebert Robinson, Ark. 

Coolidge Kean Robinson, Ind. 


The PRESIDING OFFICER. Eighty-five Senators hav- 

ing answered to their names, a quorum is present. 
EXAMINATION OF HARRY L. FOUTS 

Mr. Manager PERKINS. Mr. President, we have sub- 
penaed duces tecum the deputy clerk of the United States 
District Court for the Northern District of California to 
produce papers in the case of Waukesha Motor Co. against 
Fageol Motors. I should like to have him sworn just for the 
purpose of identifying the record. 

The PRESIDING OFFICER. The witness may be called 
and sworn. 

Harry L. Fouts, having been duly sworn, was examined 
and testified as follows: 

By Mr. Manager PERKINS: 

Q. Please state your full name and place of residence.—A. 
Harry L. Fouts, San Francisco, Calif. 

Q. Are you connected with the United States District 
Court for the Northern District of California?—A. Yes, sir. 

Q. In what capacity?—A. Deputy clerk. 

Q. Have you been subpenaed to produce the papers in 
the case of Waukesha Motor Co. against Fageol Motors 
Co.?—A. Yes, sir. 

Q. Have you produced them?—A. Yes, sir. 

Q. I show you four papers. Are they from the file in 
that case?—A. They are. s 

Q. Do they constitute the original bill of complaint, the 
answer, the order appointing a receiver, and the order 
approving bond in that case?—A. Yes, sir. 

Mr. Manager PERKINS. That is all. 

Mr. HANLEY. We have no questions. 


LXXVII—-223 


CONGRESSIONAL RECORD—SENATE 


3517 


The PRESIDING OFFICER. The witness is excused. 

Mr. Manager PERKINS. I offer in evidence the bill of 
complaint in the case of Waukesha Motor Co. against Fageol 
Motors Co. in the United States District Court for the North- 
ern District of California, the answer to the bill of com- 
plaint, the order appointing G. H. Gilbert receiver, and the 
order approving the receiver’s bond in the sum of $50,000. 

The PRESIDING OFFICER. Is there objection to the 
admission of the papers? 

Mr. HANLEY. No objection. 

The PRESIDING OFFICER. They will be admitted in 
evidence, 

(See U.S. S. Exhibits 18, 19, 20, and 21.) 

EXAMINATION OF JAMES A. WAINWRIGHT 

James A. Wainwright, having been duly sworn, was exam- 
ined and testified as follows: 

By Mr. Manager PERKINS: 

Q. Mr. Wainwright, state your full name, address, and 
business—A. My name is James A. Wainwright. I live in 
the city of Oakland, State of California. I am vice president 
of the Central Bank of Oakland, Calif. 

Q. Have you a profession in addition to the present busi- 
ness?—A. No, sir. 

Q. Are you an attorney at law?—A. I am not practicing 
law; no. 

Q. Have you been admitted to the bar?—A. No, sir. 

Q: In your official position with the Central Bank of 
Oakland have you any knowledge of the claim your bank 
had against the Fageol Motors Co.?—A. Yes, sir. 

Q. Do you know how much your claim was?—A. Approxi- 
mately $174,000. 

Q. Was your bank the largest claimant?—A. The largest 
unsecured claimant. 

Q. Did you have a conference with various attorneys with 
reference to putting the Fageol Motors Co. into the hands of 
receivers? A. Yes, sir. 

Q. As the result of that conference, please state what took 
place—A. We had, 4 or 5 days prior to the filing of the 
petition for a receiver, conferences with representatives of 
the creditors and the attorneys for the company. 

Q. Did you attend at the office of Judge Louderback with 
any attorneys in reference to the filing of a bill of complaint 
and answer just admitted in evidence a moment ago?— 
A. Yes, sir. Z 

Q. When was that?—A. On the morning of February 17, 
1932. 

Q. Who were present?—A. Mr. Harvey Frame, chief coun- 
sel of the Waukesha Motor Co.; Mr. Licking, associate coun-_ 
sel for the Waukesha Motor Co., of Oakland, Calif.; Mr. 
Roy Bronson, attorney for the Fageol Motors Co. Those 
are the attorneys. 

Q. What time did you appear there on that day?—A. It 
was between 11 and 12 o’clock. 

Q. Do you know the purpose of the visit of this group of 
men to the office of Judge Louderback?—A. Yes, sir, 

Q. What was the object?—A. To advance our nominee for 
receiver of the Fageol Motors Co., and to discuss the 
qualifications of our nominee. 

Q. Had you gentlemen previously had conferences with 
reference to the proper person or a proper person to be ap- 
pointed receiver of the Fageol Motors Co.?—A. Yes, sir. 

Q. How large a corporation was Fageol Motors?—A. The 
Fageol Motor Corporation—there are two corporations in- 
volved. One is the Fageol Motors Co., the assembly corpo- 
ration, or the corporation doing the manufacturing and 
assembly work. Then there was the Fageol Motor Sales Co., 
which was the sales organization, both California corpora- 
tions. 

Q. Were they both put in the hands of receivers?—A. They 
were both put in the hands of receivers, 

Q. How large corporations were they?—A. The Fageol 
Motor Sales Co. was of a nominal capitalization, I believe 
$10,000. The Fageol Motors Co. was of $3,000,000 capitali- 
zation, about eight hundred and some odd thousand of which 
had been paid in in cash. 
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Q. Where was the business of the Fageol Motors Co.?— 
A. The main plant was in Oakland, Calif., with branches in 
Seattle, Portland, Los Angeles, San Francisco, and a sales 
agency in Honolulu. 

Q. Can you tell us approximately the amount of the 
assets of the Fageol Motors Co.?—A. I should like to refer to 
the auditor’s report. If my memory serves me right, $2,500,- 
000 was the book value of the assets as of the date of the 
appointment of the receiver. (After referring to papers.) 
The total assets of the Fageol Motors Co. and the Fageol 
Motor Sales Co. as of February 17, 1932, was $2,538,581.87. 

Q. Can you tell us the amount of the indebtedness of that 
company at that time?—A. The liabilities of the company, 
outside of its capital stock, $2,199,617.52. 

Q. You appeared with attorneys there for the purpose of 
having a receiver appointed?—-A. Les, sir. 

Q. Had the persons interested in the assets of this corpo- 
ration previously discussed who would make a suitable 
receiver?—A. For about 4 or 5 days prior to the filing of the 
petition. 

Q. Had you any difficulty in arriving at the name of a 
nominee?—A. Les, sir. 

Q. Did you finally agree upon a man suitable, in your 
judgment?—A. Yes, sir. 

Q. What was his name?—A. Edward Tuller, of Oakland, 
Calif. 

Q. When you appeared at Judge Louderback’s office, did 
the group see the judge then?—A. No, sir. 

Q. What was done?—A. We made three trips to the 
judge's office. 

Q. Tell us about the first trip—aA. The first trip, if my 
memory serves me right, was timed to reach him as he came 
off the bench at 12 o’clock. We went to his secretary, who 
informed us that the judge would sit through to 1 o’clock, 
and to come back a few minutes before 1, when we could 
see the judge. 

Q. Were the papers left there?—A. Yes, sir. 

Q. What is the name of the secretary to Judge Louder- 
back?—A. I think it is Miss Berger. 

Q. Was she informed of the purpose of the visit?—A. Yes, 
sir 


Q. And of the name of this person who was suitable as 
receiver?—A. Yes, sir. 

Q. What previous connection did Mr. Tuller have with 
the automotive industry?—A. He was an official of the 
Durant Motor Car Co.; a man of wide business acquaintance 
and ability, considerable ability; a man who was pretty well 
fixed financially. 

Q. Did this group return at 1 o’clock, or later?—A. We 
returned about 5 minutes to 1. 

Q. Did you see Judge Louderback then?—A. No, sir. 

Q. What were you informed then?—A. The secretary said 
the judge got through a little early, and to come back 
at 2:30. 

Q. Did the group return at 2:30?—A. About 2:20. 

Q. Did you see Judge Louderback then?—A. I saw Judge 
Louderback pass us in the hall a short way from the 
entrance to the secretary’s office. 

Q. You saw him pass you on the way in or out?—A. As 
we were going in the judge was leaving. 

Q. What did you find, upon arriving at the clerk’s office, 
with reference to the appointment of a receiver?—A. The 
secretary said, “ What is it you want?” Mr. Bronson said, 
“We called with reference to the Fageol case.” She said, 
“The judge has already appointed a receiver.” Mr. Bronson 
said, “ Who is it?” She said, “Mr. Gilbert.” “What are 
Mr. Gilbert’s initials?” “I do not know.” “ What is his 
address?“ “Ido not know.” What is his phone number?” 
“T do not know, but I will let you know later on.” 

Q. Did you know, or later ascertain, what Mr. Gilbert’s 
business was?—A. Not until the following morning at 10 
‘o’clock. 

Q. Well, did you?—A. Yes, sir. 

Q. What was his business?—A. I really did not finally 
determine what his business was until 
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Q. Never mind when. What was his business?—A. He 
was working for the Western Union Telegraph Co. 

Q. In what capacity?—A. Night superintendent, I believe. 

Q. What was done to ascertain Mr. Gilbert’s place of busi- 
ness or telephone number in addition to what you have 
stated?—A. When we left the Federal Building at 2:30, on 
being advised that Mr. Gilbert had been appointed, we then 
walked to Mr. Bronson’s office. We proceeded to look 
through the phone book and the city directory to try and 
ascertain where Mr. Gilbert lived, or who he was; and, while 
we were making inquiry as to Mr. Gilbert, a phone call came 
from Mr. Dinkelspiel stating that he was the attorney for 
Mr. Gilbert. 

Q. Is that the Mr. Dinkelspiel that appeared on the witness 
stand today?—A. No; no relation at all. This is Dinkelspiel 
& Dinkelspiel, attorneys in the Pacific National Bank Build- 
ing, San Francisco. 

Q. Did the group that attended at Judge Louderback’s 
office at any time have an opportunity to see him and 
present the papers to him? 

Mr. LINFORTH. Just a moment, Mr. President. We 
want to object to that question as calling for the witness’s 
opinion or conclusion as to whether they had an opportunity. 
He can state the facts, but we maintain that his conclusions 
should not be given. 

The PRESIDING OFFICER. The reporter will read the 
question. 

The Official Reporter read the question, as follows: 

Did the group that attended at Judge Louderback’s office at any 
2 have an opportunity to see him and present the papers to 

The PRESIDING OFFICER. The Chair thinks the wit- 
ness may answer the question if he knows—if he can 
answer it. 

The WITNESS. We thought we were given the oppor- 
tunity when we came back on two different occasions, but we 
did not have the opportunity of talking to him. 

By Mr. Manager PERKINS: 

Q. How did you ascertain who Mr. Gilbert was?—A. When 
Mr. Dinkelspiel phoned Mr. Bronson, the suggestion was 
made to Mr. Dinkelspiel that he have Mr. Gilbert meet with 
the creditors’ committee the following morning in Mr. 
Bronson’s office. At that meeting I was delegated by the 
creditors to question Mr. Gilbert as to his experience and 
his qualifications. 

Q. Did you interrogate him?—A. Yes, sir. 

Q. Did Mr. Gilbert know anything about the automotive 
business? 

Mr. LINFORTH. Wait a minute. We object to that, Mr. 
President, as calling for the opinion or conclusion of the 
witness. He can state the facts, and the Senators, as jurors, 
will draw their conclusions. 

The PRESIDING OFFICER. The question is an inquiry 
about a fact which the witness may or may not be able to 
answer. 

The WITNESS. I will tell you what I said to Mr. Gilbert. 
I told Mr. Gilbert that I was representing the largest cred- 
itor of the Fageol Motors Co., and as such I was particularly 
interested as to his qualifications to carry on that work; 
that we creditors had been 4 or 5 days debating and deter- 
mining upon a proper man. I questioned him at length; 
and as a result of that questioning I learned that he had 
been connected with the Sonora receivership, the Pruden- 
tial, and he did state some connection with an apartment 
house. His remarks did not satisfy us. We did not get a 
great deal of information from him. 

I then asked him if he would cooperate with the creditors 
in the operation of the company. 

Q. Did Mr. Gilbert state that he ever had any connection 
with the automotive business at any time in his life?—A. On 
a direct question from me, he answered “ No.” 

Q. Did you ask him whether he knew anything about the 
business?—A. Les, sir. 

Q. What did he say?—A. “ No.” 
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Q. Had he ever been in business for himself in any in- 
dustry?—A. I do not believe he had. I do not recall his 
stating that he had. 

Q. As a matter of fact, he had been a telegrapher for 
thirty-odd years; had he not?—A. We did not learn that 
until later. 

Q. Did you learn it later?—A. About 4 or 5 days later one 
of the other large creditors communicated to me that they 
had learned that he was associated with the Western Union 
Telegraph Co. 

Q. As a result of your talk with Mr. Gilbert, was anything 
said about putting the Fageol Motors Co. into bankruptcy 
to get away from his being a receiver?—A. Yes, sir. 

Q. What was stated?—A. We stated to Mr. Gilbert very 
frankly that unless we got cooperation from him we would 
proceed to put the company in bankruptcy, because in bank- 
ruptcy we could control the election of a trustee. When I 
say “we”, I am speaking as the chairman of the creditors’ 
committee. 

Q. Did he agree to cooperate with you?—A. Yes, sir. 

Q. What did Mr. Gilbert do, so far as you know, in oper- 
ating this Fageol Motors Co.?—A. He gave us the utmost 
cooperation, but he possessed no ability to carry on the work. 

Q. What do you mean by “ cooperation ”?—A. Everything 
that was suggested to him by the creditors’ committee he 
willingly and cheerfully did. 

Q. Did he do anything else?—A. Well, I know of no orig- 
inal ideas of his. 

Q. Did the Fageol Motors Co. have a large amount of 
insurance on its plant and property at the time of the ap- 
pointment of the receiver?—A. Considerable insurance. 

Q. What did Mr. Gilbert do with reference to that?—A. I 
do not know whether it was Mr. Gilbert or Mr. Dinkelspiel 
that arranged the insurance. I did not at that particular 
time pay a great deal of attention to the insurance. 

Q. Do you know whether Mr. Gilbert employed certain 
accountants to go over the books of the company?—A. Yes, 
sir. 
Q. Who were the accountants?—A. Lybrant, Ross Bros. & 
Montgomery. 

Q. Why did he employ these accountants?—A. He em- 
ployed the accountants at my suggestion, or the suggestion 
of a member of the creditors’ committee. 

Q. What was the nature of the work that was suggested 
to be done?—A. An audit of the affairs of the Fageol 
Motors Co. 

Q. Embracing what period?—A. I do not believe that we 
put any particular stress as to operations. It was more to 
determine the value of the assets. 

Q. How much was the bill for these accountants’ serv- 
ices?—A. Fifteen thousand dollars, and another $2,000 in the 
ancillary proceedings in Portland, Oreg.; or a total of seven- 
teen thousand and some odd dollars. 

Q. What was the final disposition of the Fageol Motors 
case?—A. It was put in bankruptcy on July 19 or 20, 1932. 

Q. Why?—A. It was shown that the company could not 
operate successfully in receivership, because it was difficult 
to sell a motor car with a company in receivership. 

Q. Did the company operate, manufacture, under the re- 
ceivership?—A. Yes, sir. 

Q. For how long a period?—A. From February 17 to the 
date of bankruptcy. 

Mr. Manager PERKINS. You may cross-examine. 

Cross-examination by Mr. LINFORTH: 

Q. Mr. Wainwright, you have stated that the Central 
National Bank, with which you were connected, was the 
largest unsecured creditor—aA. Yes, sir. 

Q. Who was the next largest unsecured creditor?—A. The 
Waukesha Motor Co. 

Q. Do you recall the amount of its claim?—A. Approx- 
imately $92,000. 

Q. Is it the fact that its claim and the claim of your bank 
embraced about 25 percent of the unsecured debts of the 
Fageol Motors Co.?—A. I believe you are right. 

Q. At the meeting which you had in Mr. Bronson’s office 
at which Mr. Dinkelspiel and Mr. Gilbert were present, I 
understood you to say that you, representing the meeting of 
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the creditors or the committee of the creditors, desired to 
know of him and his counsel whether they would cooperate 
with you?—A. Yes, sir. 

Q. Cooperate with you to what extent? Did you advise 
them?—A. Follow the advice and counsel of the creditors in 
the operation of the company. 

Q. And you have stated that it was a going concern under 
the receivership down to the time of the bankruptcy proceed- 
ing?—A. Correct. 

Q. Did you, from that time down to the time of the termi- 
nation of the receivership, come in daily contact with Mr. 
Gilbert and his attorneys, Dinkelspiel & Dinkelspiel?—A. 
Yes, sir. 

Q. And during that period of time was there any matter 
of policy suggested by you as the head of the committee of 
creditors that the receiver and his counsel did not act 
upon?—A. Not one single matter. 

Q. So that so far as cooperation is concerned, you re- 
ceived in the running of this business under the receiver and 
his attorney 100-percent cooperation all the time, did you 
not?—A. Correct. 

Q. You had no complaint whatever to make in regard to 
Mr. Gilbert or in regard to his counsel during any part of 
that time?—A. No, sir. 

Q. Who was the president of that company at the time 
Mr. Gilbert went in as receiver?—A. Mr. L. H. Bill. 

Q. And did he have some relative also connected with the 
company?—A. Yes, sir. 

Q. Do you recall what the salary was that Mr. Bill and 
his relative were drawing from the company at the time 
the receiver was appointed?—A. I do not recall. I did have 
something to do with cutting their salaries prior to the 
receivership. 

Q. You had cut them, had you not, down to the time of 
the appointment of the receiver, to the point of a thousand 
dollars a month for the two?—A. I do not know the exact 
amount. I think that is approximately what it was. 

Q. You think a thousand dollars, approximately, was the 
amount at the time of the receivership?—A. I think so. 

Q. Did the receiver discharge Mr. Bill and his relative?— 
A. Yes, sir. 

Q. How soon after his appointment did he discharge both 
of them? — A. There was a considerable lapse of time. 

Q. Within a month?—A. I think it was a little bit longer 
than a month. 

Q. What is your best recollection?—A. I would say it was 
about some time in the early part of April. I may be 
wrong. 

Q. And that effected a saving of a thousand dollars a 
month for the company?—A. Well, it eliminated an accumu- 
lation of salaries, of course. 

Q. Did Mr, Gilbert, soon after his appointment, appoint a 
Mr. Lundstrom as assistant to him?—A. Yes, sir. 

Q. Did you recommend the appointment of Mr. Lund- 
strom? — A. Yes, sir. 

Q. And he was appointed by Mr. Gilbert? —A. Les, sir. 

Q. At a salary of what? —A. I believe he put him in at 
8200 a month and shortly thereafter raised him to 8400 a 
month. 

Q. Was anyone else appointed in the place of Bill and his 
relative except Mr. Lundstrom?—A. Les, sir. 

Q. Who else?—A. Mr. Solatchi. 

Q. And he was an accountant?—A. He was connected 
with Lybrand, Ross Bros. & Montgomery. 

Q. If Mr. Tuller, the gentleman whom you had recom- 
mended, had been appointed receiver, could you have gotten 
any better cooperation from him than you obtained from 
Mr. Gilbert and his attorneys?—A. I do not believe so, be- 
cause Mr. Gilbert cooperated with us in everything we asked 
him to do. 

Q. Upon the severance of Mr. Gilbert’s relations with the 
com as receiver, did you give to him or his attorneys, 
Dinkelspiel & Dinkelspiel, any letters?—A. Yes, sir. 

Q. I call your attention to a photostat of a letter of date 
May 4, 1932. Is that the letter which you gave him at that 
time?—A, (Examining.) Yes, sir. 
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Mr. LINFORTH. We offer the letter as part of the cross- 
examination of the witness. 

Mr. Manager PERKINS. The managers on the part of 
the House object to that. It is not evidence in this case, 
but is merely corroborative of what the witness has said, 
that this Mr. Gilbert gave them cooperation. The fact 
that he wrote a letter cannot be evidence in this matter, 

The PRESIDING OFFICER. What is the purpose of it? 

Mr. LINFORTH. The purpose is to show this: It is 
claimed and maintained here by the gentlemen representing 
the House that Mr. Gilbert was an incompetent person to 
act as receiver. It appears from the testimony of the wit- 
ness now upon the stand that he was the head or chairman 
of the creditors’ committee, who came in constant and daily 
touch with Mr. Gilbert and his attorneys during the entire 
time of their activity. We propose to show how the witness 
upon the stand regarded both the attorneys and the re- 
ceiver at the end of the receivership, and for that purpose 
we offer the letter, which may be submitted to the President, 
if he desires to see it. 

Mr. Manager PERKINS. The letter offered is only the 
product of the witness, and the witness is on the stand. 
Certainly something he wrote a year or two ago cannot be 
evidence in this case, when he is here himself to testify. 

Mr. LINFORTH. It is a letter written at the time of the 
completion of the service. 

The PRESIDING OFFICER. Has it been identified by the 
witness? 

Mr. LINFORTH. Yes; it has been identified. 

The PRESIDING OFFICER. Let it be admitted. 

Mr. LINFORTH. The letter is upon the letterhead of the 
Central National Bank, of Oakland, dated May 4, 1932, and 
is as follows: 

U.S.S. Exurerr No. 22 


Mr. Jon WALTON DINKELSPIEL, 
Attorney at Law, San Francisco, Calif. 

Dear Sm: In view of the recent publicity in connection with 
the Fageol Motors Co. receivership, I feel it is only fair that you 
receive this expression of our feelings as to the attitude of your 
office and Mr. G. H. Gilbert thus far in this receivership. 

You both have shown a desire to cooperate and have cooperated 
with the creditors to the fullest extent, and I feel that as a result 
of this mutual cooperation a businesslike administration will 


Jas. A. WAINWRIGHT. 

By Mr. LINFORTH: 

Q. Mr. Wainwright, following that did you give a letter 
to Mr. Gilbert?—A. Yes, sir. 

Q. I have not the original of that letter, but I call your 
attention——A. (Interrupting.) I have a copy of it. 

Q. Have you a copy of it?—A. Yes, sir. 

Q. I will thank you if I may take it. This letter is of 
date July 28, 1932, and is addressed to G. H. Gilbert, Esq. 
Is that a true copy of the letter which you gave Mr. Gilbert 
at that time?—A. Yes, sir. 

Q. Your signature being attached to the original?—A. 
Yes, sir, 

Mr.LINFORTH. We offer this letter as part of the cross- 
examination of the witness, Mr. President. 

The PRESIDING OFFICER. The same objection will be 
made, I assume? 

Mr. Manager PERKINS. Assuming the same ruling will 
be made, there is no objection. 

The PRESIDING OFFICER. Let it be admitted. 

Mr. LINFORTH. I will read it. It is as follows: 

U.S.S, Exum No. 23 
JULY 28, 1932, 
G. H. GILBERT, Esq. 
Fageol Motors Co., Oakland, Calif. 

Dear Sm: It is my pleasure at this time to acknowledge my 
appreciation for the cooperation extended me as a representative 
of this bank in the matter of the Fageol receivership. 

You at all times were willing and did listen to and heed the 
advice and counsel of the writer and other representatives of the 
large creditors, 

I wish you success in any future undertaking and trust that, 
though your connection with the Fageol Co. is at an end, I may 
have the pleasure of seeing you in the future whenever you have 
occasion to be in Oakland. 

With my kindest well wishes, I am, yours sincerely, 
Jas. A. WAINWRIGHT. 
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By Mr. LINFORTH: 

Q. In your talk with Mr. Gilbert, he advised you that he 
was the night superintendent, I think you said, of the West- 
ern Union Telegraph Co.?—A. No; Mr. Gilbert did not at 
that time. At the first meeting with Mr. Gilbert, the morn- 
ing after, that would be on the 18th of February, we did not 
hear from him that he had any connection with the Western 
Union Telegraph. 

Q. Did you subsequently ascertain that his connection 
with that company was as you have stated?—A. I believe 
that was night superintendent. 

Q. Did you also ascertain that he had been with that com- 
pany for 35 years continuously?—A. He told me that he 
had been with them a great number of years. I figured 
that it was 22, as I remember. 

Q. Your recollection is 22?—A. Yes. 

Q. Did he also tell you that in the capacity in which he 
was then employed by that company he had under him more 
than 100 employees?—A. No, sir. 

Q. Did you ask him the number of employees who were 
under him during the time he occupied that position with 
the Western Union Telegraph Co.?—A. No, sir. 

Q. Did you ascertain that, in order to enable him to act 
as receiver, the Western Union Telegraph Co. had given 
him a furlough or a leave of absence of 6 months?—A. No; 
we did not at that time. In fact, it was sometime later 
I heard that he had been working for a week or so for the 
Western Union after he had taken the position as receiver 
of the Fageol. 

Q. During the time he was acting as receiver of the 
Fageol Motors Co., do you know what hours he was devoting 
to those duties?—A. He spent considerable time at the 
plant. 

Q. The entire day?—A. I did not spend the entire day 
there myself, but every day that I went out Gilbert was 
there. 

Q. Do you recall an application being made for his com- 
pensation and for the compensation of his attorneys in 
that case?—A. Yes, sir. 

Q. Do you remember what was the amount each desired, 
according to their application?—A. We creditors agreed 
that a fee of $10,000 for Dinkelspiel & Dinkelspiel as attor- 
neys would not be contested by the creditors, and a fee of 
$6,000 for Gilbert would not be contested by the creditors. 

Q. That is, you and the other creditors agreed that such 
amounts would be reasonable, did you?—A. Yes, sir. 

Q. For the services the attorneys and the receiver had 
rendered?—A. We felt that was a pretty good deal for us. 

Q. When the matter came on for hearing before Judge 
Wyman, holding court in Oakland, were you present?—A. 
Yes, sir. 

Q. And were various other creditors present?—A. Yes, 


Q. Did you announce, representing the creditors, that 
you were agreeable to the allowance to the attorneys and 
to the receiver in the amounts I have stated?—A. I did not 
personally express any idea, but the attorneys for the trus- 
tee, or the receiver in bankruptcy, at the suggestion of the 
creditors, stated to the court that we, the creditors, had 
agreed upon those fees. 

Q. And you were present in court when that was stated?— 
A. Yes, sir. 

Q. And you voiced no objection to it?—A. None at all. 

Q. Was the representative of the Waukesha Motor Co., 
the next largest creditor, Mr. Ross, in court at that time 
also?—A. I am not certain whether Mr. Ross was there or 
not. 

Q. After you gentlemen had announced, representing the 
creditors, that $6,000 would be reasonable to the receiver 
and $10,000 to the attorneys, what did the court award?— 
A. The court awarded $6,000 to Dinkelspiel & Dinkelspiel 
and $4,500 to the receiver. 

Mr. LINFORTH. I have no further questions. 

The PRESIDING OFFICER. Is it the desire to ask the 
witness any further questions? 
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Redirect examination by Mr. Manager PERKINS: 

Q. Mr. Wainwright, the letters which have been read in 
evidence were written by you at the request of the recipients 
of the letters?—A. Yes, sir. 

Q. Did they ask you for better and stronger letters?—A. 
Not directly. There was the inference, that is all. 

Q. What did they ask you for?—A. Well, as I recall it, 
inasmuch as they had agreed to cooperate with us and had 
cooperated, that an expression from me that they had done 
so would be appreciated, and I was glad to do it. 

Q. In other words, the word “ cooperation” meant they 
did what the creditors’ committee told them to do? 

Mr. LINFORTH. I object to that as calling for the 
opinion and conclusion of the witness, not a statement of 
anything that took place. 

The PRESIDING OFFICER. The Chair sustains the ob- 
jection. 

Mr, Manager PERKINS. I withdraw the question. 

Q. What did you mean by “cooperation ”?—A. That the 
receiver did everything that we ordered him to do. 

Q. By reason of fact that a man who knew nothing about 
the automotive industry was appointed receiver it was nec- 
essary to employ somebody who did know how to operate 
this plant?—A. I thought so and so acted. 

Q. Who was employed?—A. Mr. Lundstrom. 

Mr. Manager PERKINS. That is all. 

Recross-examination by Mr. LINFORTH: 

Q. Mr. Wainwright, was there any meeting between Mr. 
Gilbert and Mr. Lundstrom before he was employed at your 
suggestion?—A. Yes, sir. 

Q. And do you know if in addition to the meeting between 
Gilbert and Mr. Lundstrom that Mr. Gilbert made investi- 
gation as to who Mr. Lundstrom was and as to his ability? 
A. He told me he had later on. 

Mr. LINFORTH. That is all. 

The PRESIDING OFFICER (to the witness). 
do. The managers may call the next witness. 

Mr. Manager BROWNING. Call Mr. Roy Bronson. 

EXAMINATION OF ROY A. BRONSON 

Roy A. Bronson, having been duly sworn, was examined 
and testified as follows: 

By Mr. Manager BROWNING: 

Q. State your full name, your place of residence, and 
your occupation—A. My name is Roy A. Bronson. I re- 
side at Piedmont, Calif.; my office is in San Francisco, and 
I am an attorney-at-law. 

Q. Did you represent the Fageol Motors Co. in 1932?— 
A. Yes; I did. 

Q. About what time of the year was it that they got into 
difficulties?—-A. They were in financial difficulties along in 
the fall of 1931, and they became critical in the early part 
of 1932—in January or February. 

Q. What steps were taken with regard to it?—A. There 
was a bond house, Grant, Knowlton & Co., that had been 
out picking up, under contract with Fageol, some bonds for 
the purpose of retiring $75,000 that had to be retired on 
the ist of February 1932, but Fageol was unable to pick 
them up, and the result was that they levied an assessment 
for some forty-odd thousand dollars of bonds that they had 
purchased and which Fageol was unable to pick up. The 
result was that something had to be done very quickly with 
the affairs of the company in order to protect the interests 
of all creditors. 

Prior to this time, I might state, that all during January 
there had been a number of meetings with the officers of 
that company in my office, and the situation was anticipated, 
and we tried to negotiate with both the Pacific National 
Bank and Grant & Knowlton, who were the two parties who 
had picked up the bonds, to have them give us an extension 
of time, but they refused to do it, and the result was that 
we decided upon an equity receivership. 

Q. At the time the decision was made, did you select some- 
one whom you wanted to recommend to the court for 
receiver?—A. When that was determined upon, a meeting of 
the board of directors was held, and the board of directors 
decided that in the protection of the interests of both the 
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creditors and stockholders it would be necessary to conserve 
the assets by a Federal equity receivership, and, of course, in 
order to do that, it was necessary, first, to have some creditor 
act in order to invoke the jurisdiction of the Federal court. 
The matter was discussed by me with the counsel of the 
Waukesha Motor Co., a large creditor, and they authorized 
their attorneys in Oakland to institute the proceeding, and 
the attorney, Mr. Licking, came over to my office, and 
together we prepared the petition. 

Prior to that time, or at least after the petition was drawn, 
or at least a rough draft of it, a number of principal credi- 
tors had been gotten hold of, amongst whom were the Cen- 
tral National Bank and the Timken Roller Bearing Co., and 
also the CJ. T. Corporation, a large creditor—not a par- 
ticularly large creditor, but upon a contingent liability 
mostiy—and then Mr. Harvey Frame, of the firm of Frame 
& Blackstone, of Waukesha, Mich., came out to California 
prior to the time that this receivership was filed, and we had 
a number of conferences in my office in reference to who 
the receiver should be who would be recommended to the 
court. We believed at that time that any of the court would 
take a recommended receiver; that is, it might be that they 
might want to name a counsel; but in any event, if we were 
all agreed upon who was to be the receiver, that the chances 
were that such receiver would be appointed. Do you want 
me to continue with the story of the matter? 

Q. Who was it that you agreed on?—A. We finally agreed 
upon a man by the name of Edward Tuller, of Oakland, a 
man who had been an official or connected in a managerial 
capacity with the Chevrolet Motor Car Co., and also a suc- 
cessful business man in other lines of endeavor. In these 
particular conversations occurring in my office the discus- 
sions centered around the nature of this particular problem. 

Q. What kind of business was the Fageol Motor Co.?— 
A. I was just going to get to that. We were all agreed upon 
this fact, that it was an executive and financial undertaking, 
also requiring a knowledge of the automotive industry; at 
least, we felt that, and so we decided that in this particular 
case the important thing would be the kind of receiver, be- 
cause at that particular time it was believed by all that the 
Fageol Motor Co. could be rehabilitated. What they were 
suffering from was an unbalanced inventory, and they did 
not have enough liquid capital. As a matter of fact, we 
had been discussing that for some time previous in getting 
rid of the branches which were scattered over several States; 
and so a large amount of money was tied up. So, of course, 
there were conflicting interests there. The C.I.T. Corpora- 
tion at one time, the interests of the open-account creditors 
at another time, and the company, on the other hand, did 
not want to let the thing get too far out of their hands, so 
there was quite a squabble for a period of a couple of days 
before we finally arrived at an agreement among ourselves 
as to whom we could all join in recommending to the court. 
There were a great number of names discussed during these 
few days, and all the creditors and the company were not 
always agreed, but finally the result was that we did agree 
upon Mr. Edward Tuller. 

Q. What was the nature of the business of the Fageol 
Motor Co.?—A. It was a manufacturing company, engaged 
in manufacturing motor trucks and motor busses, and is 
quite well known throughout the West. 

Q. What size concern was it?—A. Their book resources, 
I think, were at that time something over $3,000,000; the 
capital was $3,000,000, but I remember that about only half 
of the preferred stock was covered and then the equity be- 
hind the common stock was about $1,000,000. The net 
worth of the company on the books at that time was around 
$2,000,000. 

Q. Over what territory did this extend—how extensive 
was it?—A. They had branches in the States of Washington, 
Oregon, Utah, and California, of course, and then they had 
a manufacturing contract with the Fageol Motor Co., of 
Kent, Ohio, which was absorbed by the American Car & 
Foundry Motors Co. 

Q. What different kinds of enterprises did they carry on 
besides manufacturing, if any?—A. They had their own dis- 
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tribution system. They had a subsidiary corporation known 
as the Fageol Motors Sales Co.“, which was the distribut- 
ing concern, with a low capitalization in order to qualify 
in the various States; and the distributing organization 
sold at retail these various units, so that they were both a 
manufacturing and distributing concern. 

Q. At the time the petition was drafted and was pre- 
sented to Judge Louderback, were you present?—A. Yes; I 
was—that is, I was not present in front of the judge, no; 
but I was present at the time of the filing of the subsequent 
presentation. 

Q. Who went with you to present the petition?—A. We 
left my office, and there were present Mr. Wainwright, of 
the Central Bank; Mr. Flannigan, and I think Mr. Bill, of 
the factory; Mr. Licking; Mr. Frame; and myself. 

Q. Did you go to the judge’s chambers with it after it 
was filed?—A. We went to the court in order to get there 
about 12 o’clock when the judge or the judges had come off 
the bench. We filed our petition, and in the northern 
district of California they have a system of selecting the 
judge to whom you go by having a group of envelopes 
and you do not know which particular judge it is to be 
assigned to. 

Q. Did you see the drawing for this case?—A. Yes; there 
was a young lady clerk who opened the drawer and pulled 
out the envelope. She pulled out an envelope and the 
envelope was opened—these little envelopes are sealed ordi- 
narily—and she asked one of the men over at the other end 
of the room if this was to be used. He apparently said, 
“yes”, because she pulled out the number and affixed the 
number upon the document, and it was assigned to Judge 
Louderback. We then were permitted by the clerk, as a 
matter of courtesy, to take the petition and order appoint- 
ing the receiver. 

Q. Had this application received any publicity before the 
filing?—A. No; not to my knowledge, at least. 

Q. All right; go ahead—A. We then took the documents 
in to Judge Louderback’s secretary, whose office is just a 
couple of doors down from the clerk’s office, and stated that 
we had a petition we desired to present to Judge Louder- 
back. 

Q. Did you have any other papers except the petition?— 
A. We had the petition and the blank order appointing the 
receiver. 

Q. Was any answer presented at that time?—A. Yes; 
the answer was also prepared, admitting the allegations of 
the petition and consenting to the appointment of a 
receiver. 

Q. What occurred between you and the judge’s secretary 
on that occasion?—A. I think that I was the one that pre- 
sented the papers to her, and I advised her that we had here 
a petition for the appointment of a receiver for the Fageol 
Motor Co. and the Fageol Motor Sales Co., and that we would 
like to speak to Judge Louderback. I also stated that there 
were present representatives of the largest creditors and 
the representative of the plaintiff; that we had all agreed 
upon a person to be named as a receiver, and described 
briefly the nature of the business, and that we would very 
much like to see the judge at the earliest opportunity. She 
stated that the judge was not going to be off the bench at 
12 o'clock, and my recollection is not perfectly clear as to 
whether or not he was to get off the bench at 12:30 or 
that he had some type of appointment, but, in any event, 
the upshot of it was that we could not see the judge until 
1:30. I gave her the name of the man whom we had agreed 
upon, and she wrote it down on a piece of paper. When 
she took it down on the paper somebody said that we 
would like to discuss the matter and this man’s qualifica- 
tions with the judge. 

Q. Did you discuss his qualifications with her at that 
time?—A. Yes; in a brief way we advised her that this man 
was an experienced man in the industry and a capable busi- 
ness executive. I do not remember the exact conversation, 
but I know that we did give her in a general way the impor- 
tance which we felt the matter had—that is, the receiver— 
that it was a complicated business enterprise. 
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Q. When you left the judge’s chambers on that occasion, 
did you have the promise of a hearing before the judge when 
you returned? 

Mr. LINFORTH. We object to that question as calling 
for the opinion and conclusion of the witness instead of a 
statement of any fact. 

7 WITNESS. I can give the balance of the conver- 
sation. 

Mr. Manager BROWNING. Did I understand the Presid- 
ing Officer to rule? 

The PRESIDING OFFICER. The objection is overruled. 

The WITNESS. I will give you the balance of the con- 
versation which I had, or we had. I do not know whether 
I did all the talking. The secretary told us that the judge 
would be back somewhere along 1:30, is my recollection of 
it, and that he would be able to take the matter up at that 
time with us, and that we could not see him before this 
second appointment. Then we left the office. f 

By Mr. Manager BROWNING: 

Q. What time was the second appointment fixed?—A. My 
recollection is 1:30. 

Q. Did you go back at 1:30?—A. We came back at that 
time, yes; and we were informed by the secretary at that 
time that Judge Louderback had changed his plans sud- 
denly and that he would not be back until 2:30 in the after- 
noon, at which time he would see us; and she advised us 
that she had mentioned the matter to him, and that he had 
set the time to return at 2:30. 

Q. State whether or not you had an appointment to mect 
him at 2:30 when you left.—A. We had this conversation 
and we left at that time and came back at 2:30. 

Q. In either of these conversations was there anything 
said by any of you to indicate that you wanted the judge to 
appoint a receiver or to indicate whether you wanted a 
hearing? 

Mr. LINFORTH. We object to that question as asking for 
an opinion and conclusion of the witness, and not a state- 
ment of any fact. 

The PRESIDING OFFICER. Will you reframe the ques- 
tion? The Chair thinks it is somewhat objectionable in its 
present form. 

By Mr. Manager BROWNING: 

Q. What, if anything, was said by you or any of those in 
your group to Miss Berger indicating that you expected the 
judge to act on this petition?—A. I do not think that we 
would have given her the name of the receiver or, at least, 
the party whom we desired to have backed as receiver unless 
she had reauested it. The whole purpose of all of our visits, 
which were three in number at noon time, was for the pur- 
pose of having an audience with the judge in order to in- 
form the judge of the nature and character of this par- 
ticular problem because the mere legal allegations of the 
petition itself would not disclose that. 

Q. After you left at 1:30 and were told that you could 
not see the judge until 2:30, when did you come back 
next?—A. We came back a little prior to 2:30, probably 5 
or 10 minutes beforehand. 

Q. Did you see the judge?—A. The judge passed us in 
the hallway as we were going to his office. 

Q. How far from his office?—A. It is about the width of 
this Chamber, I would say. 

Q. Were you at that time acquainted with Judge Louder- 
back?—A. I was. 

Q. Did you recognize him?—A. I did. 

Q. Did he speak to you?—A. No. 

Q. State what you found when you got to his chambers 
on that occasion.— A. When we got in there to the secre- 
tary’s office we asked Miss Berger whether or not we would 
be able to see the judge. She stated that the judge had 
already appointed a receiver in this case. We asked her 
whom he had appointed and she said a Mr. Gilbert. We 
asked her who he was, and she did not know anything about 
it. We asked her for his initials, and my recollection is that 
she did not know the initials. We asked for his address, 
and she did not know his address. We asked her if she had 
his telephone number and she said no, but that she would 
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get his telephone number from the judge and phone it to us 
as soon as she had obtained it. Sha then took down my 
office telephone number and said as soon as she could get 
hold of it she would phone me. 

Q. Where did you go from there?—A. We went directly 
to my office and we walked down there, I imagine quite a 
little distance. We walked rather leisurely, discussing the 
matter, and I should say it was probably a little after 3 
o'clock by the time we got to my office. 

Q. What did you do when you got to the office in regard 
to telephoning, if anything?—A. I got the telephone direc- 
tory and looked for Mr. Gilbert’s name. I recall now that 
he did give us his initials. I asked for his name, and she 
gave us the initials. I believe that is true. It may be that 
she phoned them; I do not know; but in any event, as soon 
as we had his initials, we looked it up in the telephone 
book and could not find it listed. I then got the city direc- 
tory and looked for it, and I could not find it in the city 
directory. 

Shortly after that—it could only have been a few min- 
utes—Mr. Dinkelspiel called me on the phone and stated 
that they had been appointed attorneys for the receiver in 
the Fageol Motors case. I asked him whether or not the 
receiver had qualified, and he said “yes.” I said, “ You do 
not mean to say that the bond is up already?” He said, 
“Yes; the bond is up and approved and of record.” I said 
that we would like very much to have a talk with Mr. Gilbert 
and with himself that afternoon if possible. 

Q. What was your idea of asking whether he had qualified? 

Mr. LINFORTH. We object to that as being incompetent, 
not binding upon the respondent, calling for an opinion or 
conclusion. 

The PRESIDING OFFICER. The question might be asked 
in a little different form. What is the question? Let it be 
read. 

The Official Reporter read as follows: 

Q. What was your idea in asking whether he had qualified? 


The PRESIDING OFFICER. The Chair does not think 
that is objectionable. The objection is overruled. 

The WITNESS. Prior to the time Mr. Dinkelspiel had 
phoned and during our walk down to my office and while we 
were in my office, we had been discussing the possibility of 
dismissing the receivership or putting the company into 
bankruptcy. There was considerable discussion between the 
lawyers as to whether or not we could make a dismissal after 
the qualification of the receiver on the theory that the action 
was brought for the benefit of a great number of people. 
Consequently we had come to the conclusion that we would 
dismiss the petition in the event the receiver did not meas- 
ure up to what we felt was necessary for the handling of 
this problem. 

By Mr. Manager BROWNING: 

Q. What further was said between you and Mr. Dinkel- 
spiel?—A. Mr. Dinkelspiel stated he would be unable to see 
us that afternoon. 

Q. Had you requested to see him?—A. Yes. We asked if 
we could see him and Mr. Gilbert, and he said not that after- 
noon, but that he could see us in the morning, and we fixed 
the time, which I think was 9 o’clock in the morning. 

Q. When did Mr. Gilbert take possession of the Fageol 
Motors Co.?—A. He did not go over to the Fageol Motors 
plant until after the conversation the following morning in 
my office, so far as I know. 

Q. Did they appear the next morning for the confer- 
ence?—A. Yes. 

Q. Who was present?—A. There were present Mr. Dietz, 
of the C. I. T. Corporation; Mr. Flannigan and Mr. Bill, of 
the Fageol Motors Co.; Mr. Wainwright, Mr. Licking, Mr. 
Frame, and myself, and the two Dinkelspiels, and Mr. 
Gilbert. 

Q. What are the names of the two different members of 
the Dinkelspiel firm?—A. John is the only one I know. I 
do not know the other one’s name. 

Q. What took place at this conference?—A. At that time 
the conversation related in the first place to the business 
experience of Mr. Gilbert; and while almost every one of the 
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creditors and company representatives at one time or an- 
other asked questions, most of the examination or conversa- 
tion was conducted by Mr. Wainwright. 

Q. What did you find out about his experience?—A. As 
nearly as I can recall it, about all that we could find out was 
that he had managed an apartment house or two and had 
dealt in real estate at one time or another, and most of his 
experience related to a couple of receiverships that he had 
had, as I recall it. One of them was a phonograph com- 
pany, and I do not recall the nature of the other one. 

Q. Had he had any experience with the automotive indus- 
try or any branch of it?—A. None at all, and he admitted 
that 


Q. Was this conference friendly or otherwise?—A. It was 
rather spirited from the standpoint of the creditors, I would 
say; that is to say, the questions which were asked at that 
conversation were very pointed in character. By the time 
that they were through with the questions on his business 
experience the conversation then turned to what fees were 
expected by the receiver and his attorney. The creditors 
prior to the time of this meeting had all been in conference 
and decided upon a course of conduct, and then questions 
were asked to see whether or not this arrangement which 
we had would be agreeable and would be followed out. 

Q. What course of conduct had you agreed upon?— 
A. That in the event the receiver and his attorneys were 
willing to permit the creditors’ committee to control the 
management during receivership and would abide by their 
decision as to fees, that we would permit the receivership to 
stay; otherwise we had decided that we would put it in 
bankruptcy. 


Q. Was any agreement made by fhem with regard to it?— 
A. Yes. At that meeting both Mr. John Dinkelspiel, speak- 
ing for the two Dinkelspiels, said that any arrangement that 
the creditors would agree to would be agreeable to him; 
that he felt they were fair and that he was fair, and that 
he would have no objection to coming to an amicable ar- 
rangement in reference to amount; and Mr. Gilbert said 
that he would likewise be willing. The matter was then to 
be discussed with the creditors’ committee later as to the 
exact amount of the rate of remuneration. 

Q. Did you ascertain at that time what Mr. Gilbert was 
doing?—A. At that time? 

Q. Yes.—A. No. I found that out later. Mr. Dietz, of the 
C.LT. Corporation, when we could not find him in the 
directories, volunteered to have an investigator look into 
the situation, and that he would give the creditors’ com- 
mittee a full report. 

Q. I understand you were the regular counsel for the 
Fageol Motors Co—A. Yes; I was their counsel, and also a 
member of their board of directors. 

Q. Did you continue to represent them throughout this 
receivership?—A. I did. 

Q. What arrangement was made with regard to the con- 
duct of the business under the receivership? Was it turned 
over to Mr. Gilbert?—A. Mr. Gilbert went into possession; 
but the active managing head was to be selected by the 
creditors’ committee—that is, the man who would attend 
to the detail of operation—and the only thing that I know 
of that was left to Mr. Gilbert was the matter of insurance. 

Q. What happened in that?—A. All of the existing insur- 
ance policies were canceled and new policies taken out in 
the name of the receiver. There was a contract between the 
Fageol Motors Co. and the Fageol Motors Securities Co., 
which is an independent organization and not a wholly 
owned subsidiary and did not go into receivership, by which 
they had the right under contract to place all of the insur- 
ance upon trucks sold where the paper was discounted with 
the securities company. All of those contracts were canceled, 
and there was some settlement of that matter at a later date. 

Q. Did it involve any loss to the estate, or any extra ex- 
pense to it?—A. Well, it resulted in a greater amount of 
claims among the creditor group. 

Q. Were they claims that were allowed?—A. In connec- 
tion with the Fageol Securities claim; yes. That claim was 
lumped in with another matter, my recollection of it is. 
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Q. He could have had this insurance that was in force 
transferred to him?—A. Why, I presume that he could. It 
is customary; and, of course, so far as the expense of ad- 
ministration is concerned, it did increase the expense of 
administration, because the new policies were taken out on 
the full rate, whereas the old policies would have continued 
along. 

Q. Do you know what the amount of insurance was?— 
A. No; Ido not. Iam not familiar with that. 

Q. Throughout the conduct of the receivership under the 
nominal head, at least, of Mr. Gilbert, were you acquainted 
with the proceedings that went on afterward?—A. Well, only 
in a general way, and as reported to me by the officers of the 
company. 

Q. Did you come in contact with Mr. Gilbert when he 
was in that capacity very much?—A. No; I did not. I did 
come in contact with Mr. John Dinkelspiel on a number of 
occasions; but I never saw Mr. Gilbert from the time that 
he was in the office that morning until, I think, last Sep- 
tember. 7 

Q. Who was put there to have active charge of the busi- 
ness during the receivership?—A. A man by the name f 

Mr. LINFORTH. Just one moment, Mr. President. We 
object to that question on the ground that it has affirma- 
tively appeared that the witness never saw Mr. Gilbert from 
the time of his appointment down to the time he left; and 
this question, therefore, as to who was put in active charge 
of the business must be based upon hearsay so far as the 
witness is concerned. 

Mr. Manager BROWNING. Mr. President, the witness 
has heretofore testified that such a thing was done. 

The PRESIDING OFFICER. What is the question? 

The Official Reporter read the question, as follows: 

Q. Who was put there to have active charge of the business 
during the receivership? 

The PRESIDING OFFICER. If he knows, he may answer 
the question. 

The WITNESS. I must say that I only know that by 
hearsay. 

Mr. Manager BROWNING. Take the witness. 

Cross-examination by Mr. LINFORTH: 

Q. Mr. Bronson, the office and the plant of the company 
were located in Oakland?—A. Yes. 

Q. And the receivership lasted about how long?—A. About 
6 months. 

Q. Were you at the plant or the office of the company at 
any time during that period?—A. I was not. 

Q. Then is it the fact that the only information you had 
as to what Mr. Gilbert did or did not do is information 
obtained by you from others?—A. Well, the only thing that 
I have testified to, Mr. Linforth, is the matter of the insur- 
ance; and that I have personal knowledge of, because the 
claim was placed in my hands by the Fageol Securities Co. 

Q. Do you know what Mr. Gilbert was doing at the plant 
and at the office during those 6 months, of your own knowl- 
edge?—A. I do not. 

Q. Now with reference to this insurance, is it the fact that 
a good deal of the insurance had been permitted to lapse 
before Mr. Gilbert became receiver, and had been canceled 
for nonpayment of premiums?—A. I cannot answer that. 

Q. You have no personal knowledge what Mr. Gilbert did 
in regard to that situation?—A. I do not know that the 
situation exists, so I could not answer that. 

Q. You prepared the order for the appointment of this 
receiver, did you not?—A. Yes, sir. 

Mr. LINFORTH. May I have that, please? I think it 
was one of the four papers offered. 

(The paper was handed to Mr. Linforth.) 

By Mr. LINFORTH: 

Q. I am handing you a document endorsed Filed Feb- 
ruary 17, 1932”, in this case of Waukesha Motor Co. against 
The Fageol Motors Co., and ask you if that is the order that 
you prepared for the appointment of the receiver.—A. Yes; 
as nearly as I can recall. 
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Q. And with the order before you, does it appoint the 
receiver temporarily, for a period of 30 days only?—A. For a 
period of 90 days. 

Q. Thirty days, does it not—not 902—A. Well, he has cor- 
rected it here to “within 30 days” to cause to be mailed 
notice of the appointment. I do not find the portion that 
you have in mind. Perhaps you could expedite it. 

Mr. LINFORTH. I will try to. 

Mr. HANLEY. Will you go on to something else, Mr. Lin- 
forth? I will look it up. 

Mr. LINFORTH. I am trying to avoid putting the long 
order in the record, Mr. President. 

By Mr. LINFORTH: 

Q. Do you recall that the order which you prepared pro- 
vided that within 30 days the receiver should, if he saw fit, 
apply for an order appointing him permanently?—A. My 
recollection of the 30 days—I would say now that it was 
more than that. It may be; but in conformity with our 
equity practice, of course, he was made temporary receiver, 
with the idea of making it permanent at a later date. 

Q. Calling your attention to this language in the order: 

Decreed, That the receiver be, and he hereby is, directed, within 
30 days from the date of this decree, to cause to be mailed to 
each and every creditor of the defendants known to said receiver 
a copy of this order and a notice of a motion to make the receiver- 
ship herein permanent, such mailing to be in a securely sealed 
envelope, postage prepaid, and to be addressed to said creditor at 


his last post-office address known to the said receiver, and such 
service by mail is hereby decreed to be— 


And so forth. 

Do you recall that language in the order as you prepared 
it, Mr. Bronson?—A. Yes; I recall that; but that is not an 
appointment for 30 days. That is simply that he must make 
his motion within a period of 30 days. 

Q. To make the appointment permanent?—A. That is 
correct. 

Q. Did you receive a copy of a motion to make his 
appointment permanent?—A. I did. 

Q. And was a copy of that notice, to your knowledge, 
sent to each of the creditors of the company as shown upon 
the books?—A. I have no knowledge of that. 

Q. Did the notice that you received specify the time and 
place of the hearing of the application to make the appoint- 
ment of the receiver permanent? — A. Yes; it did. 

Q. Did you oppose it?—A. I did not. 

Q. Did anyone oppose it, so far as you know?—A. Not to 
my knowledge. 

Mr. LINFORTH. I think that is all, Mr. President. 

The PRESIDING OFFICER. Are there any further ques- 
tions? 

Redirect examination by Mr. Manager BROWNING: 

Q. Just a moment. Why did you not oppose the motion? 

Mr. HANLEY. We object to that, Mr. President, on the 
ground that there is nothing in the evidence that calls for 
his opinion as to why he did not do it. It would not be 
binding on what was in his head that he did not put out. 

The PRESIDING OFFICER. The objection is overruled. 

The WITNESS. The reason that I did not oppose it was 
that my clients were satisfied with the arrangement that 
had been effected between the creditors’ committee and Mr. 
Gilbert for the administration of the estate. 

Q. And that agreement was what?—A. That agreement 
was, as agreed to in my office that next morning when Mr. 
Gilbert and the two Dinkelspiels came in, that the creditors’ 
committee was to have the control of the policies to be fol- 
lowed and to appoint the particular man who was to ad- 
ministrate the affairs, and that the fees of the receiver and 
the attorney would be agreed to between them and the 
creditors’ committee, 

Q. Mr. Bronson, do you know anything about the later 
development with regard to the accountants that were em- 
ployed by Mr. Gilbert in this matter?—A. I had a conversa- 
tion with Mr. John Dinkelspiel in my office sometime along 
the first of March, I would say—it may have been the latter 
part of February—in which he came in with a—— 

Q. What year?—A. Of 1932, shortly after the order ap- 
pointing a receiver was made; and he presented a stipula- 
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tion for me to sign authorizing an audit of the books of the 
company, a complete audit. In this conversation I objected 
very strenuously to a complete audit on the ground that it 
would be very expensive, and deplete the assets of the estate, 
and would not help anybody, and that an inventory could 
be taken under proper supervision, and & sort of a revision 
of the books, a verification of the books, as to accounts 
payable and receivable, and I thought that that was sufi- 
cient for the purposes, my position being at that conversa- 
tion that all the receiver had to do was to make his inven- 
tory as of the date of his appointment, and that it was not 
necessary to do anything further. Mr. Dinkelspiel stated to 
me that the creditors’ committee wanted it. I said I would 
take it up with the creditors’ committee and see whether or 
not I could modify their views, and he agreed with me at 
that time that the fees would not exceed $1,500, and if they 
were going to go any more than that, he would advise me, 
so that I could make proper application to the court. I 
think that is about all that was said on that. 

Q. Was an audit made?—A. Yes. 

Q. How much did it cost?—A. I only know that by hear- 
say, Mr. BROWNING. 

Q. You have not seen the record?—A. My recollection is 
that the bill 

Mr. LINFORTH. The witness has answered already that 
he only knows by hearsay, Mr. President. 

The PRESIDING OFFICER. Unless you know of your 
own knowledge, do not answer. 

The WITNESS. I do not know of my own knowledge. 

Q. (By Mr. Manager BROWNING.) Were you present 
when there was a hearing on it of any kind, or an allowance 
on it?—A. I was in bankruptcy court one day on which the 
matter of the auditor’s bill came up, but it was put over 
until a later date, and there was nothing disclosed there 
that gave me particular knowledge of the amount. That I 
only know by hearsay. 

Q. You did not learn the amount of the bill rendered at 
that time by the auditor?—A. No; it has been given to me 
by somebody. The bill was not presented to me, so I only 
know by hearsay. 

Mr. Manager BROWNING. That is all. 

Recross examination by Mr. LINFORTH: 

Q. Did you ascertain that Mr. Dinkelspiel had made an 
arrangement with Lybrand, Ross & Montgomery for the 
doing of the audit for $4,000?—A. No. As a matter of fact, 
Mr. Dinkelspiel told me that any auditors that I might sug- 
gest would be agreeable to him, and I said, “I am not inter- 
ested in that. I am interested only in saving the expense.” 

Q. Mr. Bronson, I do not think you are answering my 
question, if you will permit the interruption. Did you know, 
or have you ascertained, that Mr. Dinkelspiel did make an 
arrangement with Lybrand, Ross & Montgomery for $4,000 
as the outside figure for the audit?—A. I know of no such 
arrangement, and at this conversation he had with me he 
stated that he had made no arrangements with anybody. 

Q. And do you not know that the bill of that company has 
not been paid, but is in dispute?—-A. That I do not know. 
I know that it was disputed. 

Mr. LINFORTH. That is all. 

The PRESIDING OFFICER. Call the next witness. 

EXAMINATION OF WILLIAM C. CROOK 

Mr. Manager BROWNING. Call Mr. W. C. Crook. 

William C. Crook was sworn as a witness. 

The VICE PRESIDENT. The Chair lays before the Sen- 
ate the following communication, which the clerk will read. 

The legislative clerk read as follows: 


SENATE OF THE UNITED STATEs, 
OFFICE OF THE SERGEANT AT ARMs, 
Washington, D.C. May 17, 1933. 
Hon. orana N. GARNER 
President and President of 8 Senate, 


return a subpena 
Louderback on one W. S. Leake, of San Francisco, Calif. Said 
subpena was personally served by me on the said W. S. Leake on 
May 2, 1933, at 


San Francisco, and a return was duly made by me. 


‘CONGRESSIONAL RECORD—SENATE 


W. S. Leake was commanded to appear and testify on 
day of May 1933, at 1 pm. at the Senate Chamber in the city of 
Washington, and he has not appeared to 


infi 
United States may be officially informed in the matter, 
Respectfully, 
Cuester W. Jurner, 
Sergeant at Arms. 

Mr. ASHURST. Mr. President, I present an order, and I 
request that the same be read for the consideration of the 
Senate. I ask the attention of the senior Senator from 
Oregon [Mr. McNary]. 

The VICE PRESIDENT. The clerk will report the order 
for the information of the Senate. 

The legislative clerk read as follows: 

Whereas the Senate of the United States pursuant to House 


Resolution 403, Seventy-second Congress, second session, and or- 


ders of the Senate of the United States adopted in relation 
thereto, has authorized that witnesses be summoned as required 
by the rules of procedure and practice of the Senate; and 

Whereas it appears from the letter of Chesley W. Jurney. Ser- 
gent at Arms of the United States Senate, to Hon. John N. Garner, 
Vice President and President of the Senate, dated May 15, 1933, 
that one W. S. Leake, of San Francisco, Calif., was duly served 
with a subpena on May 2, 1933, to appear on Monday, May 15, 
1933, at 1 p.m., before the Senate of the United States at Wash- 
ington, D.C., and then and there to testify his knowledge in the 
cause which is before the Senate in which the House of Repre- 
sentatives have im Harold Louderback, district Judge of 
the United States for the Northern District of California ; and 

Whereas it appears from a letter of Chesley W. Jurney, Ser- 
geant at Arms of the United States Senate to Hon. John N. 
Garner, Vice President and President of the Senate, dated May 
16, 1933, that said W. S. Leake has not appeared in nse to 
said subpena duly issued and served, and the said W. 8. Leake 
has failed, in disobedience of such subpena, so to appear and 
answer; and 

Whereas the appearance and testimony of said W. S. Leake 
is material and necessary in order that the Senate of the United 
States may properly execute the functions imposed upon it by 
the Constitution of the United States, and other action as the 
Senate may deem necessary and proper: Therefore be it 

Ordered, That the Vice President and President of the Senate 
issue his warrant commanding the Sergeant at Arms or his 
deputy, to take into custody the body of the said W. S. Leake, 
wherever found, to bring the said W. S. Leake before the bar 
of the Senate, then and there to answer such questions pertinent 
to the matter under inquiry; . S. Leake 
to await the further order of the Sena 


The VICE PRESIDENT. 0 objection, the order 
will be entered. The Chair hears no objection. Proceed 
with the witness. 

By Mr. Manager PERKINS: 

Q. State your full name, your business, and place of resi- 
dence.— A. William C. Crook; I am a public accountant, with 
office in San Francisco. 

(Mr. HASTINGS took the chair.) 

By Mr. Manager PERKINS: 

Q. Did you have any connection with the Fageol Mo- 
tors?—A. I was the auditor for the Fageol Motors Co. from 
1917 until the receiver was appointed in 1932. 

Q. Do you know the respondent, Harold Louderback?— 
A. Yes; I have known Judge Louderback for a good many 
years. 

Q. Previous to the appointment of a receiver, did you as- 
certain that a receiver was about to be appointed?—A. 
Yes; I understood that a receiver was asked for, and I was 
given the assurance that my name would be proposed. 

Q. Did you have a conversation with Judge Louderback 
previous to the appointment of a receiver with reference 
to the appointment, and if so, state it—A. I called at Judge 
Louderback’s office 

Mr. Manager PERKINS. Mr. President, may I ask the 
President to direct the witness to speak a little louder? 

The PRESIDING OFFICER. The witness will please 
speak loud enough so as to be heard in the Chamber by all 
the Senators. 

The WITNESS. I called at Judge Louderback’s chambers 
the day before a receiver was appointed. 

By Mr. Manager PERKINS: 

Q. What conversation did you have with the judge?— 
A. I told the judge 
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Mr. ASHURST. Mr. President, I regret to make this ob- 
servation, but we are unable to hear at this point in the 
Chamber, 

The PRESIDING OFFICER. Let us have order in the 
Chamber, and the witness is requested to speak loud enough 
so that all Members of the Senate may be able to hear. 

The WITNESS. I called at the chamber of the judge on 
the day before a receiver was appointed, and knowing the 
judge very well, I asked him if it were possible for him to 
appoint me as receiver, advising him that I was fully con- 
versant with all of the affairs of the company from the 
time it started business; that the company was at present— 
at that time—in difficulty, through the recent depression, 
and the fact that a subsidiary company of the American 
Car & Foundry Co. failed to pay a $75,000 payment upon a 
contract which the company had bonded, and that one of the 
bondholders, holding about $40,000 in bonds, had attached 
the Fageol Motors Co. because of the nonpayment; that the 
president of the Fageol Motors Co., Mr. L. H. Bill, thought 
it advisable to have a receiver appointed, so that the party 
bringing the action against the company would not have a 
first claim on the affairs of the company, and for that 
matter that a receiver was to be asked. 

The judge told me at that time, when I first spoke, that 
he would make no promises, but he questioned me as to the 
company, how much the indebtedness of the company was 
and what the assets were, and I told him. He also asked 
me if there was anything unusual about the company. I 
told him no; that as far as I knew—and I thought that I 
knew very well—everything was as straight as a string. 

By Mr. Manager PERKINS: 

Q. What did you state the assets were?—A. That the com- 
pany had a capitalization of $3,000,000, one million in pre- 
ferred stock and two million in common stock; that the 
current assets would run over $1,000,000, and that the lia- 
bilities would be in the neighborhood of four or five hundred 
thousand. 

Q. Were you a stockholder in the company?—A. I was. 

Q. When did you next receive any information, if at any 
time, from Judge Louderback, about the appointment of a 
receiver?—A. The next day I called up Mr. Bronson, the 
attorney for the company, and asked him if a receiver had 
been appointed, and he told me that there was, giving me 
the name of Mr.—— 

Q. Gilbert?—A. Gilbert. 

Q. Did you see the judge thereafter?—A. I called on the 
judge the next morning. 

Q. What conversation did you have with him with refer- 
ence to the matter?—A. I waited out in the hall until the 
judge came, and I met him before he entered his chambers, 
and I said, Judge, what happened?” He said, The at- 
torneys double crossed you, and I double crossed them.” 

Q. What matter were you speaking about when he said 
that?—A. That was the receivership of the Fageol Motors. 

Q. Had you offered the receiver to make an accounting 
or audit of the company?—A.I do not understand the 
question. 

Q. Did you afterwards make an offer to the receiver ap- 
pointed by Judge Louderback to make an audit of the 
affairs of the company?—A. I would say “ yes ” but I should 
like to explain that when the receiver took over the affairs 
of the Fageol Motor Co. I was then completing the annual 
audit, and he told me to go ahead and submit him a state- 
ment, which I did. During that period, which was only a 
few days, he asked me what it would cost to bring the audit 
up to date and supply him with a certified statement as to 
the affairs of the company, on the 17th day of February, 
up to that date. I gave him a figure of $800 speaking of the 
Fageol Motors Co., but not of the subsidiary companies. 

Q. Were you engaged to make such an audit?—A. No, sir. 

Q. Do you know whether an audit was made by some 
other concern?—A. I drew that from hearsay. I have 
heard that one was. 

Q. Did you have a conversation with the judge previous 
to the appointment of the receiver as to the reason for your 
desiring to be receiver?—A. Yes; when I was told that my 
services were not longer required as they wished to cut 
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down expenses, Mr. Gilbert told me that he went over to 
see the judge and asked him if he would ask the receiver 

auditor, as I could do that at much less 
cost than anybody else, for the reason that I was so familiar 
with all the affairs of the company, and he told me that 
he could not interfere with the receiver or that he could 
not interfere with the receiver’s appointment of an auditor, 
as he would want somebody who was independent of the 
affairs of the company. 

Mr. Manager PERKINS, Take the witness. 

Cross-examination by Mr. HANLEY: 

Q. Mr. Crook, who told you that you were to be proposed 
as the receiver?—A. Mr, L. H. Bill 

Q. Anybody else?—A. And a Mr. Flannigan. 

Q. Anyone else?—A. They were the only two. 

Q. Did you have any talk with Roy Bronson or with Mr. 
Wainwright about it?—A. No, sir. 

Q. Did Mr. Bill and Mr. Flannigan tell you that you had 
been selected; that you were the one to be proposed to the 
judge in the event that a receiver was to be appointed?— 
A. Yes, sir. 

Q. You had that absolute assurance, did you?—A. Well, 
Mr. Bill told me I was the first choice. 

Se D they tell you they also had a second choice?—A. 

o, sir. 

Q. Well, was there not a man who had business in what 
is known as the San Leandro country, who was suggested 
at that time as being the second choice?—A. Mr. Bill told 
me that afterward—it was Mr. Chichester. 

Q. Did you know that at the time you visited the judge?— 
A. Not at the time when I went to the judge first. 

Q. When you went to the judge the receivership had not 
yet been applied for; it was about to be applied for, was 
it?—A. Yes. 

Q. Did the judge tell you at that time that he did not 
know whether the matter would come before him or not?— 
A. Certainly. 

Q. He told you that there were three judges of that court 
and that he might not be the judge who was drawn in 
this——A. That is quite correct. 

Q. I was going to say lottery, but in this drawing of the 
numbers?—A. That is quite correct. 

Q. And you told the judge that the parties to the action, 
or the ones you thought would be the parties to the action, 
had firmly agreed upon you as a first choice for receiver, did 
you not?—A. I told him that I thought that they had. 

Q. Mr. Flannigan was occupying what position then?—A. 
Mr. Flannigan was the president of the Fageol Securities 
Co., and he was also in the Fageol Motors Sales Co.; he was 
the internal auditor for the Fageol Motors Co. 

Q. You knew at that time that Roy Bronson was the 
attorney for Bill & Co., did you not?—A. Yes, sir. 

Q. You had received this information from Bill and from 
Flannigan the day before you went to the judge’s chamber, 
had you not?—A. Yes, sir. 

Q. So that as late as the day before the appointment, Mr. 
Flannigan and Bill had told you you were no. 1 choice?— 
A. Yes, sir. 

Q. And then they told you on the next day that you were 
the no. 2 choice?—A. No; I learned that after the receiver 
had been appointed. 

Q. The next day?—A. Yes, sir. 

Q. When you went to see the judge the next day after the 
receiver had been appointed you met him in the corridor, did 
you not?—A. Yes, sir. 

Q. And you said to the judge, “I see you have appointed a 
receiver? ”—A. No, sir. 

Q. What did you say?—A.I said, 
pened? ” 

Q. Did you open up the conversation?—A. With those 
words. 

Q. Did you say that you had been double crossed ” ? 
A. No sir. 

Q. What did you say?—A.I said, “Judge, what hap- 
pened?” That is all. 

Q. Is that all?—A. Yes, 


“Judge, what hap- 
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Q. And was the next word the judge’s?—A. Yes, sir. 

Q. You are sure that you did not say that you had been 
“double crossed ” ?—A. No, sir; I did not. 

Q. You felt that the understanding that you had with 
Bill and with Flannigan did not go through? Is not that 
true?—A. I was amazed that I had not been appointed. 

Q. And you were amazed because of the promises of the 
parties representing the Fageol Motors Co.?—A. I was 
amazed, because the judge had definitely promised to ap- 
point me. 

Q. If they had suggested you—is that right?—A. No; he 
did not. The fact of the matter is that I was cut off before 
I narrated my full conversation with the judge. 

Q. Who cut you off—the counsel?—A. Yes. 

Q. You say now that the judge told you that you would 
be appointed; is that it?—A. When I first entered the cham- 
bers the judge told me that he would not—when I asked him 
if he would appoint me the receiver he said that he would 
not definitely tell me that. Then, later on—I was with him 
for probably two hours or two hours and a half—discussing 
this matter with him, and he told me then that if he ap- 
pointed me the receiver that he would insist upon appointing 
the attorneys, and I told him that was all right if I got good 
sound advice. 

Q. In other words, if he appointed you he would reserve 
the right to suggest to you the appointment of an attor- 
ney?—A. Yes, sir. 

Q. And that was the beginning and end, except that you 
went into the details of the particular transaction with 
him?—A. Yes, and he went a little further than that; he 
told me, he says, “I am going to appoint you for two rea- 
sons; first, that I like you; the next is that I have got con- 
fidence in you”, and he told me what I would have to do 
when I was appointed, and he went on and spoke of other 
cases that he had had and why they were unsatisfactory 
because of certain things. One thing was, he said, “If I 
allow you a commission of ten to fifteen thousand dollars, I 
do not want you to split that”, he says, “because I have 
no use for anybody that will split a commission.” 

Q. In other words, he said if he appointed you receiver 
he wanted no one to interfere with the amount that you 
would be awarded in the event you were awarded a fee?— 
A. Yes, sir. He told me further that if I had any difficulty 
with the attorney he wanted me to come straight to him 
and he was going to give the same instructions to the at- 
torney. I told him that was quite all right. 

Q. The point is that you were not appointed; is not that 
true?—A. That is very true. 

Q. And you were quite disappointed over it, were you?— 
A. I was. 

Q. And you were quite disappointed over the fact that you 
had been taken away from completing the audit, were you 
not? A. No; I completed my audit up to the first of the 
year. 

Q. But you said that Mr. Gilbert did not allow you to 
continue in the place, did you not?—A. Yes, sir. 

Q. And it was because of that fact that you went to the 
judge again complaining of the matter; is that right?— 
A. That is correct. 

Q. And the judge told you at that time that as the re- 
ceiver was appointed he did not want to interfere with the 
internal work of the receiver, did he not?—A. Yes; some- 
thing to that effect. 

Q. Did you not testify at the opening, in answer to a 
question of one of the managers, and say actually this: 

The judge said that he would make no promises whom he 
would appoint? 

A. I said, and I repeated it afterwards, that the judge told 
me that he would not make any promises right then. Since 
that he made two other promises very definitely, but they 
cut me off before I finished the full interview. 

Q. So that the reason you did not tell it in the start 
was that the managers cut you off?—A. Yes, sir. 

Q. Were your relations pleasant with Flannigan and Bill 
and Roy Bronson?—A. I had nothing to do with Mr. Bron- 
son; I did not interview him at all. 
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Q. When is the first time, Mr. Crook, that you told any- 
body of this?—A. What do you mean, told anybody“? 

Q. What you are now telling us after it occurred —A. 
After it occurred I went to Mr. Bill the next morning and 
asked him why my name had not been given in to the 
judge, and he said, “I thought it had.” “Well”, I said, 
“no; and furthermore”, I said, “the judge might have 
thought that I was trying to slip something fast over on 
him, and I want a letter from you stating that I did not 
make a misstatement to the judge.” I brought that letter 
and I showed it to the judge and he read it carefully. It 
was in that letter that there was the first intimation I had 
that there was a second choice. That letter I have in the 
hotel; unfortunately I did not bring it with me, not knowing 
I was going on this afternoon. 

Q. Mr. Crook, this matter was under investigation last 
September in San Francisco when Mr. LaGuardia and Mr. 
Browning and also Mr. Sumners were there. Were you 
present at that meeting?—A. No, sir; I purposely avoided. 
it. I did not want to appear in this case at all. 

Q. You did not want to do so?—A. No, sir. 

Q. Outside of last September, when did you first tell any- 
body about it?—A. I beg pardon. 

Q. When did you next mention it?—-A. When the gentle- 
men called on me, around the first part of the month. 

Q. In other words, when they came to San Francisco in 
the latter part of April or the first of this month, they 
called upon you, did they?—A. Yes, sir. 

Q. And then you related to them for the first time there 
in September what took place, did you? -A. You mean to 
whom? 

Q. To anyone?—A. I cannot say that. 

Q. Well, can you tell me another soul that you mentioned 
it to from September 1932, outside of Bill, until you men- 
tioned it to Mr. Perkins and to Mr. Browning—can you tell 
me one person?—A. Yes; I told it to Mr. Alex Bill. 

Q. I say, outside of Mr. Bill, tell me one that you men- 
tioned it to?—A. Yes; I told it to Mr. Flannigan. 
Q. These are the two that promised you. 

anyone else?—A. I do not recall it. 

Mr, HANLEY. I think that is all. 

Redirect examination by Mr. Manager PERKINS: 

Q. Mr. Crook, how many conversations did you have with 
Judge Louderback with reference to the appointment of a 
receiver?—A. One, the day before he appointed the receiver. 

Q. In what conversation did he agree to appoint you re- 
ceiver?—A. In the conversation when I first talked to him 
he said that he would not make a promise. Later he did 
definitely make a promise. 

Q. Did you at any time say to Judge Louderback, “ We 
are very anxious not to allow anybody to get in on that com- 
pany except someone of our own organization? -A. No, sir. 

Q. You had a later conversation with Judge Louderback— 
is that right—with reference to the appointment of a 
receiver after the receiver was appointed?—A. The very next 
morning. 

Q. What did he say to you? 

Mr. HANLEY. That question has been asked and already 
been answered and the witness has been fully interrogated 
regarding it. 

The PRESIDING OFFICER. The Chair thinks the wit- 
ness may answer the question. 

The WITNESS. Will you read that question? 

The PRESIDING OFFICER. The Official Reporter will 
read the question. 

The Official Reporter read as follows: 

Q. You had a later conversation with Judge Louderback—is that 
right—with reference to the appointment of a receiver after the 
receiver was appointed? 

The Witness. The very next morning. 

Q. What did he say to you? 


The WITNESS. “The attorneys double-crossed you and 
I double-crossed them.” 

Mr. Manager PERKINS. That is all. 

Mr. HANLEY. That is all. 

The PRESIDING OFFICER. The witness is excused. 
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EXAMINATION OF FRED C. PETERSON 

The PRESIDING OFFICER. Cal the next witness, 

Mr. Manager BROWNING. We will call Mr. Peterson. 

Fred C. Peterson, having been duly sworn, was examined 
and testified as follows: 

By Mr. Manager BROWNING: 

Q. State your name, place of residence, and occupation.— 
A. Fred C. Peterson, Oakland, Calif., attorney at law. 

Q. Have you been in any way connected with the pro- 
ceedings in the Fageol Motor Co. trouble?—A. I have. 

Q. In what way?—A. I was attorney for the petitioning 
creditors who filed the involuntary petition of bankruptcy, 
and I am also one of the attorneys for the receiver and 
trustee in bankruptcy who are now administering the assets 
of the estate. 

Q. Do you know anything about the claim filed by the 
auditors in that case for the work they had done for the 
receiver in the equity receivership?—A. I do, sir. I par- 
tially tried the hearing before the bankruptcy court on 
those fees. 

Q. Do you know what the original agreement was as to 
the charge for fees?—A. I do not know. 

Mr. LINFORTH. Just a moment. If the agreement is in 
writing, it ought to be produced. If it is not in writing, we 
have no objection to secondary testimony. 

The PRESIDING OFFICER. Was it in writing? 

The WITNESS. I think it is partially in writing and par- 
tially by parol. The entire agreement was not in writing. 
I believe I have a letter in my pocket—no, I have a letter in 
my brief case outside which covers a part of the agreement. 
It was not all oral and not all in writing. 

By Mr. Manager BROWNING: 

Please state what the agreement was.—A. The agreement 
was that the auditors should be employed on a per-diem 
basis, and there was a discussion as to the maximum fee not 
to exceed $5,000. 

Q. With what firm was that contract made?—A. Ross 
Bros., Lybrand & Montgomery. 

Q. Was that agreement for the entire auditing work that 
was done for the concern?—A. I personally did not sit in on 
that agreement. I came in at the time of the trial, and I 
believe that the actual details of that agreement can best 
be obtained from the gentlemen who were present in Mr. 
Dinkelspiel's office at that time. 

Q. What was the size of the bill submitted by this auditing 
concern?—A. If you will permit me to refer to a note which 
I took from the bill, I can give the exact figure. The audit- 
ing bill for California and Washington was $15,083.10. The 
auditing bill for the ancillary receivership in Oregon was 
$2,207.03, making a total of $17,290.13. 

Q. What amount was allowed?—A. We contested on be- 
half of the trustee in bankruptcy the entire claim. We tried 
the matter for about a day before the bankruptcy court and 
a compromise was reached under which they were paid 
$2,207.03 in the Oregon proceeding and $9,000 in the Cali- 
fornia proceeding, making a total of $11,207.03 allowed, or 
a difference of $6,083.10. That was reached by compromise 
in the bankruptcy court after a day’s trial. 

Q. Who authorized this work to be done for which this 
bill was submitted and for which the allowance was made?— 
A. There is an order in the file for the employment of the 
auditors, signed by Judge Louderback, in the equity matter. 
There is an order on file. 

Q. Was this service rendered in the equity matter, or was 
part of it in the bankruptcy case?—A. Entirely in the equity 
matter; none of it in the bankruptcy matter. 

Mr. Manager BROWNING. I believe you may take the 
witness. 

Cross-examination by Mr. LINFORTH: 

Q. Mr. Peterson, did you succeed Messrs. Dinkelspiel & 
Dinkelspiel when the company went into bankruptcy?— 
A. No; I did not succeed them. The bankruptcy proceed- 
ing superseded the equity proceeding, and my client, Mr. 
E. C. Street, became first the bankruptcy receiver and then 
the bankrupicy trustee. 
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Q. The hearing to which you have referred was before the 
referee in bankruptcy in Oakland?—A. It was. 

Q. That was Judge Wymore?—A. No; Wyman—W-y- 
m-a-n—W. J. Wyman. 

Q. At the time the order was made to which you have 
referred in the equity proceeding, do you know whether or 
not it specified what particular work was to be done?— 
A. I would say that the order simply specified that auditors 
should be employed to make an accounting, and that the 
fees were to be fixed by the court. 

Q. In other words, it was subject to adjustment by the 
court? -A. It was subject to adjustment by the court. 

Q. Did you understand from Mr. Dinkelspiel that the firm 
of Lybrand, Ross & Montgomery had been employed under 
an agreed arrangement?—A. In investigating the facts—I 
have the letter of confirmation in my possession now, in 
which there were daily rates specified according to the type 
of auditor employed. 

Q. Did that memorandum fix an outside limit at which 
the fee should be?—A. The written memorandum did not. 

Q. Were you informed and advised that there was such 
an arrangement and that an outside limit was fixed?—A. I 
was, by several people. 

Q. Did you have the cooperation of Messrs. Dinkelspiel & 
Dinkelspiel and Mr. Gilbert in resisting that bill?—A. Yes; 
I would say that there was no lack of cooperation in the 
resistance. 

Q. Both on the part of Mr. Gilbert, the former receiver 
and Messrs. Dinkelspiel & Dinkelspiel, his attorneys?—A. Mr. 
Gilbert was present in court and was not called as a witness. 
My contacts were practically all with Mr. John Dinkelspiel. 

Q. The matter was adjusted by saving the amount of six 
thousand and odd dollars?—A. It was. 

Q. That matter you knew of prior to the 31st day of 
August 1932, did you not?—A. I did not know much about 
the auditing bill until I got ready to try the case. My peti- 
tion was filed on the 6th of June. I do not think the ad- 
judication was taken until some time in July, and the actual 
trial of this case involving these facts did not take place 
until, I believe—my recollection is—it was around the first 
of this current year that it was tried. 

Q. Mr. Peterson, you knew on and prior to the 31st of 
August 1932, did you not, that this controversy had arisen 
over the amount of the bill of Lybrand, Ross & Montgom- 
ery?—A. Oh, I knew there was a controversy; yes, sir. 

Q. You were in the court, were you not, on that day, 
August 31, 1932, in the court of Judge Wyman, at the time 
the application for compensation of Mr. Gilbert, as receiver 
in that matter, and Dinkelspiel & Dinkelspiel came on for 
hearing?—A. No; you are mistaken. I was not in court at 
that time. I was in New York City taking care of some 
Fageol matters. I did not appear at the time the compensa- 
tion hearing took place. 

Q. I did not get your initials —A. Fred C. Peterson. You 
may have been confused with a Mr. Patterson who was also 
attorney for the trustee. 

Q. I have before me the record certified to by the official 
reporter and Judge Wyman, which recites that Fred C. 
Peterson appeared as attorney for the trustee. Is that an 
error?—A. I think that is an error. Let me get this straight. 
May I see which hearing that is? 

Q. Yes; I would be glad to show it to you. If there is an 
error of name, I would like to know the fact. [Handing the 
witness a paper.J]—A. I can tell you the exact date I was in 
the East. I think that is an error—yes; that is an error. 
I did not appear. I did not return from New York City until 
September 3. That is an error. I was not in the court 
room. 

Q. The Fred C. Peterson referred to in this record is not 
yourself?—-A. There is no other Fred C. Peterson that T 
know of connected with the case; but the record itself is 
incorrect, because I left New York City on September 3. 

Q. Did you at any time prior to this hearing at which the 
fees of Mr. Gilbert and Mr. Dinkelspiel were fixed by the 
referee in bankruptcy—did you, after you became the attor- 
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ney for the referee, take up the question of those fees?— 
A. I did not personally. That you may get the picture, there 
was a bond issue in default in this matter, and I was in 
New York on that bond-issue question during the entire time 
that Mr. Dinkelspiel’s account and that matter was taken 
up. That was adjusted before I returned to the West. 

Q. I may be able to sum the matter up with one question, 
Mr. Peterson. Were you in court before Burton J. Wyman 
as referee in bankruptcy at the time that Mr. Wainright 
and the committee of creditors were there, when the appli- 
cation for compensation of the attorneys for the receiver 
was on hearing?—A. I was not. I was in New York City. 

Mr. LINFORTH. That is all. 

Mr. Manager BROWNING. That is all. 

The PRESIDING OFFICER. The witness is excused. 

OFFERS OF DOCUMENTS 

Mr. Manager PERKINS. Mr. President, we offer in evi- 
dence the original order appointing G. H. Gilbert receiver, 
dated January 25, 1929, signed by the respondent, Harold 
Louderback, in the matter of Stempel & Cooley. 

The PRESIDING OFFICER. Is there any objection? 

Mr. HANLEY. Upon the same ground and for the limited 
purpose that we urged this morning, upon which the Sen- 
ate took the vote, if it is for the one purpose, all right. If 
the purpose is to go into detail, we object to it. If it is 
limited to the purpose that the President then designated, 
all right. 

The PRESIDING OFFICER. What is the purpose of this 
offer? 

Mr. Manager PERKINS. The purpose is to show the 
course of conduct of the judge with respect to the appoint- 
ment of receivers, particularly Gilbert, and as evidence on 
the charge of a conspiracy between them. 

The PRESIDING OFFICER. Do the managers propose to 
go into a detailed hearing upon this particular appoint- 
ment? 

Mr. Manager PERKINS. No; I think not. 

Mr. HANLEY. I withdraw the objection. I thought it 
was the State court. This is the Federal court? 

Mr. Manager PERKINS. This is the Federal court. 

The PRESIDING OFFICER. Let it be admitted without 
objection. 

(See U.S.S. Exhibit 24.) 

Mr. Manager PERKINS. Mr. President, we offer in evi- 
dence an original order signed by the respondent, Harold 
Louderback, in the matter of Stempel & Cooley, dated Jan- 
uary 28, 1929, authorizing the receiver, G. H. Gilbert, to 
appoint the firm of Keyes & Erskine as attorneys. 

The PRESIDING OFFICER. Is there any objection? 

Mr. HANLEY. No objection. 

The PRESIDING OFFICER. It is admitted. 

(See U.S.S. Exhibit 25.) 

Mr. Manager PERKINS. We offer an order dated Sep- 
tember 1, 1928, signed by the respondent, Harold Louderback, 
in the matter of H. G. Lane & Co., appointing Samuel Short- 
ridge, Jr., receiver. 

The PRESIDING OFFICER. Is there any objection? 

Mr. HANLEY, It is not one of the articles charged. 
There is nothing charged, either by way of reference in 
article V or otherwise, with relation to it. We object, and 
I will state the reason. 

We are prepared to meet that which they alleged in the 
articles, and we are also prepared to meet that which they 
alleged in their amended article V. If there is any evidence 
to be introduced with reference to the Lane case, it is not 
stated in the article. It was stated by Mr. Manager Sumners 
upon the hearing here in this Chamber on the 18th day of 
April that the only matters intended to be referred to were 
those in the amended article and the stipulation; and the 
understanding was explicit in the Senate upon that day that 
he referred only to those matters set forth in the four 
articles of impeachment and the three in article V. So that 
we say it is not competent, not relevant, not material, and 
not within the issues as framed. 

The PRESIDING OFFICER. What do the managers on 
the part of the House say in reply to that? 
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Mr. Manager PERKINS. Mr. President, it is not the in- 
tention of the managers on the part of the House to go into 
the detail of the Lane case; but we deem it relevant and 
important to show the continued appointment of various 
receivers and their attorneys by Judge Louderback under 
article V of the impeachment. 

Mr. HANLEY. There is no claim of continued appoint- 
ment of Shortridge. He was appointed only in two matters 
during the entire 5 years, and they know that; and both of 
them were upon the request of both parties. They cannot 
do it for that reason. There is some ulterior motive that 
the managers have in putting in something that is not in the 
record, if that is the issue we have to face, because they can- 
not claim in fairness that there was any great appointment 
of Samuel M. Shortridge, Jr. 

The PRESIDING OFFICER. Will the managers on the 
part of the House call the Chair’s attention to the particular 
article that makes this particular paper admissible? 

Mr. Manager PERKINS. Mr. President, at the present 
moment I do nof think I can refer to a specific allegation 
in the articles of impeachment referring to the Lane mat- 
ter; but the broad general allegations of article V certainly 
would, in my judgment, permit us to introduce in evidence 
any act of the judge bearing upon his conduct as a judge, 
and the result it has upon the administration of justice in 
his district, and the general reputation he has acquired in 
the conduct of his judgeship. 

The PRESIDING OFFICER. But you would not contend, 
would you, that the order appointing a receiver in every case 
would be admissible here? 

Mr. Manager PERKINS. No; I would not. 

The PRESIDING OFFICER. Will you point out how this 
particular paper differs from the general class that the 
Chair has mentioned? 

Mr. Manager PERKINS. In article V, appearing on page 
7 of Senate Document No. 38, there is a reference to the 
appointment by the respondent of Samuel Shortridge, Jr., as 
receiver. 

Mr. HANLEY. Mr. President, that is in the Lumbermen’s 
Reciprocal case. I have before me, if the President of the 
Senate desires it, the CONGRESSIONAL Recorp of the Senate 
at page 1883, and the statement that I then made upon the 
18th day of April. I will read it to the President if he de- 
sires. I will state that which Mr. Manager Sumners said 
was the intent of it, if you wish to hear it. 

Mr. Manager PERKINS. In order that we may proceed 
we will for the moment withdraw the offer. 

The PRESIDING OFFICER. The offer is withdrawn. 
You may proceed. 

Mr. Manager PERKINS. Mr. President, we offer in evi- 
dence an order appointing ancillary receivers, signed by 
Judge Louderback December 20, 1929, in the matter of 
Sonora Phonograph Co., Inc., in which it is ordered that 
G. H. Gilbert be appointed ancillary receiver, and furnish a 
bond in the sum of $75,000. 

The PRESIDING OFFICER. Is there any objection? 

Mr. HANLEY. No. That is admitted in the pleadings. 

(See U.S.S. Exhibit 26.) 

Mr. Manager PERKINS. We offer an order made by the 
respondent in the same matter, dated December 20, 1929, 
authorizing the receiver, Guy H. Gilbert, to employ Messrs. 
Dinkelspiel & Dinkelspiel as attorneys. 

The PRESIDING OFFICER. It is admitted. 

(See U.S.S. Exhibit 27.) 

Mr. Manager PERKINS. We offer an order made in the 
matter of Sonora Phonograph Co., Inc., by the respondent, 
Harold Louderback, dated February 24, 1930, approving the 
first report and account of G. H. Gilbert, ancillary receiver. 

The PRESIDING OFFICER. It is admitted. 

(See U.S.S, Exhibit 28.) 

Mr. Manager PERKINS. We offer an order signed by the 
respondent, dated the 17th of May, 1930, in the matter of 
Sonora Phonograph Co., allowing compensation on account 
to attorneys for ancillary receiver, which provides that the 
court allows the firm of attorneys the sum of $15,000 on 
account of services. 
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The PRESIDING OFFICER. 

(See U.S.S. Exhibit 29.) 

Mr. Manager PERKINS. We offer an order made by the 
respondent, dated May 12, 1930, in the matter of the Sonora 
Phonograph Co., approving the second report and account 
of the ancillary receiver, and ordering that Guy H. Gilbert, 
receiver, receive the sum of $2,502.83 commissions on ac- 
count of services. 

The PRESIDING OFFICER. It is admitted. 

(See U.S.S. Exhibit 30.) 

Mr. Manager PERKINS. We offer an order made by the 
respondent on the 30th day of July 1930 in the matter of 
Sonora Phonograph Co., Inc., allowing the third and final 
account of the ancillary receiver, and allowing final com- 
pensation to attorneys for ancillary receiver, which provides 
that the sum of $5,000 is a reasonable, proper, and final 
allowance for Messrs. Dinkelspiel & Dinkelspiel, attorneys. 

The PRESIDING OFFICER. It is admitted. 

(See U.S.S. Exhibit 31.) 

Mr. Manager PERKINS. We offer an order dated August 
18, 1931, made by the respondent in the matter of Character 
Finance Co. of Santa Monica against Prudential Holding Co., 
authorizing the receiver, Guy H. Gilbert, to employ Messrs. 
Dinkelspiel & Dinkelspiel as attorneys. 

The PRESIDING OFFICER. It is admitted. 

(See U.S.S. Exhibit 32.) 

Mr. Manager PERKINS. We offer, but not to be printed, 
the bill of complaint in the case of Character Finance Co. 
of Santa Monica, plaintiff, against Prudential Holding Co. 
of Los Angeles, received and filed in the United States Dis- 
trict Court for the Northern District of California August 15, 
1931. 

The PRESIDING OFFICER. What does the manager 
mean when he says not to be printed? 

Mr. Manager PERKINS. We do not ask to have the 
entire bill of complaint printed, but we have no objection to 
having it printed. I thought we might save some expense. 

The PRESIDING OFFICER. That is what the Chair had 
in mind this morning with respect to those matters. It 
seems to the Chair that if documents are admitted in evi- 
dence, they must become a part of the record and be printed 
as a part of the record. 

Mr. Manager PERKINS. We recognize that that is truc, 
Mr. President. 

(See U.S.S. Exhibit 33.) 

Mr. Manager PERKINS. We offer an order signed by the 
respondent, Harold Louderback, dated August 15, 1931, in 
the matter of Character Finance Co. against Prudential 
Holding Co., appointing G. H. Gilbert receiver, and requir- 
ing of the receiver a bond in the sum of $50,000. 

The PRESIDING OFFICER. It is admitted without ob- 
jection. 

(See U.S.S. Exhibit 34.) 

Mr. Manager PERKINS. We offer the petition in involun- 
tary bankruptcy in the matter of Prudential Holding Co. of 
Los Angeles, filed in the same court September 5, 1931. 

The PRESIDING OFFICER. What is that? 

Mr. Manager PERKINS. This is the petition that throws 
the concern into bankruptcy. 

The PRESIDING OFFICER. How does that become ma- 
terial? 

Mr. Manager BROWNING. Mr. President, that is mate- 
rial, because in this case we propose to show that there was 
pending before Judge Louderback’s court the equity receiver- 
ship. Then there was a petition filed in bankruptcy, and 
there was a motion to dismiss the equity receivership. The 
petition filed in bankruptcy was assigned to Judge St. Sure, 
who was absent. Judge Louderback, in Judge St. Sure’s 
absence, made the appointment of Gilbert as receiver in 
bankruptcy, and Dinkelspiel & Dinkelspiel as his attorneys 
in bankruptcy, and the sole ground of bankruptcy alleged 
was the existence of the equity receivership, and then 2 days 
after that dismissed the equity receivership for lack of juris- 
diction. 

Mr. HANLEY. Mr. President, these matters are all ad- 
mitted in the pleadings. It seems to me that we have fully 


It is admitted. 
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answered and admitted these matters, and explained them, 
so that the mere formal putting of them in the record 
seems to us not to be proper. 

Mr. LINFORTH. Mr. President, may I add a word? So 
far as the filing of these complaints is concerned, so far as 
the making of the orders appointing receivers is concerned, 
so far as the making of the orders approving the appoint- 
ment of attorneys is concerned—those matters are all ad- 
mitted by the pleadings; and unless there is some special or 
particular purpose in asking for the offer in the record of 
some one of these papers, it seems to me that it is a useless 
encumbering of the record here. 

Mr. Manager PERKINS. Mr. President, there is no desire 
on the part of the managers to encumber the record, but it 
is of prime importance to show the contents of some of these 
papers. As was stated a moment ago, the Prudential Hold- 
ing Co. had an equity receiver appointed by Judge Louder- 
back. A motion was made to dismiss that receivership. 
Before that motion was determined, a petition in bankruptcy 
was filed, and the respondent, on the sole ground that the 
receiver in equity had been appointed, threw the concern 
into bankruptcy, and 2 days later dismissed the very basis 
of the bankruptcy, namely, the equity receivership. 

The PRESIDING OFFICER. The paper will be admitted. 

(See U.S.S. Exhibit 35.) 

Mr. Manager PERKINS. We offer order signed by the 
respondent, Harold Louderback, September 30, 1931, in the 
matter of the Prudential Holding Co., ordering that G. H. 
Gilbert, of San Francisco, Calif., be appointed receiver. 

The PRESIDING OFFICER. The paper will be admitted. 

(See U.S.S. Exhibit 36.) 

Mr. LINFORTH. Mr. President, may I ask the manager 
please to identify in what case that was? 

Mr. Manager PERKINS. It is identifiable by No. 21022-S 
in Bankruptcy. 

Mr. President, we offer petition for receiver and order ap- 
pointing receiver made by Judge Louderback October 10, 
1931, appointing Dinkelspiel & Dinkelspiel, and others, attor- 
neys of Gilbert, receiver in bankruptcy, in the Prudential 
Holding Co. matter. 

The PRESIDING OFFICER. It will be admitted. 

(See U.S.S. Exhibit 37.) 

Mr. Manager PERKINS. We offer order signed by Judge 
St. Sure, United States district judge in the southern diyi- 
sion of the United States District Court, Northern District 
of California, dismissing the bankruptcy matter of the Pru- 
dential Holding Co. 

Mr. HANLEY. What is the date, Mr. President? 

Mr. Manager PERKINS. Filed November 4, 1931, dated 
the same date. 

The PRESIDING OFFICER. Without objection, it is ad- 
mitted. 

(See U.S.S. Exhibit 38.) 

Mr. Manager PERKINS. We offer an order made in the 
District Court of the United States, Northern District of 
California, dated the 2d of October 1931 by Judge Louder- 
back, granting defendant’s motion to dismiss the bill of 
complaint. 

The PRESIDING OFFICER. Without objection, it is ad- 
mitted. 

(See U.S.S. Exhibit 39.) 

EXAMINATION OF HENRY H. M'PIKE 


Mr. Manager BROWNING. Call Mr. H. H. McPike. 

Mr. H. H. McPike, having been duly sworn, was exam- 
ined and testified as follows: 

By Mr. Manager BROWNING: 

Q. State your full name, place of residence, and profes- 
sion.—A. Henry H. McPike; I reside in the city of Oakland, 
Calif., and I am an attorney at law. 

Q. Do you hold any official position under the United 
States Government?—A. Well, I expect to in a few days. I 
expect to be the United States district attorney for the 
northern district of California, having received the ap- 
pointment but not having yet qualified. 

Q. Have you been confirmed?—A. I have. 
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Q. Were you, in 1931, the attorney for the Prudential 
Holding Co.?—A. In that year I was the attorney for the 
company in two specific matters, one the case of Character 
Finance Co. against Prudential Holding Co., and another in 
the matter of the bankruptcy, an involuntary petition in 
bankruptcy against the Prudential Holding Co., both pend- 
ing in the Northern District of California. 

Q. What judge had the cases pending before him?— 
A. The Character Finance Co. against Prudential Holding 
Co. was before Judge Louderback. 

Q. What is the nature of the Prudential Holding Co.; 
what kind of a business was it, or is it?—A. It was a finan- 
cial company. 

Q. What do they finance?—A. They were dealing in real 
properties, buildings, and borrowing and lending money. I 
was not connected with its business affairs at all. 

Q. Do you know what the size of the concern was, what 
the financial size of it was? —A. The complaint in the case, 
I think, alleged that it was a corporation having an author- 
ized capital of $5,000,000, and assets of about a million dol- 
lars. 

Q. What was the first information you had, as attorney 
for this company, of the beginning of this suit of the 
Character Finance Corporation?—A. The suit of the Char- 
acter Finance Co. against Prudential Holding Co. was com- 
menced on Saturday, the 15th day of August, 1931, and I 
was employed on the following Monday—that would be the 
17th day of August 1931—to defend that case, or make any 
motions I thought advisable. 

Q. What course did you take in regard to defending the 
company in that suit?—A. A glance at the complaint showed 
me that the court had no jurisdiction, and I filed a motion 
to dismiss the action on the ground that the court had no 
jurisdiction. 

Q. On what ground did you allege lack of jurisdiction?— 
A. The complaint in the first two paragraphs showed that 
the Prudential Holding Co. was a foreign corporation, or- 
ganized under the laws of the State of Nevada, and that the 
plaintiff, the Character Finance Co., had its residence in the 
southern district of California, in Los Angeles County. 

Q. What motion did you make?—A. I made a motion to 
dismiss the action on the ground of lack of jurisdiction. 

Q. How soon did you file that motion?—A. If I may look 
at a memorandum, I could give you the date of it. 

Q. Please refer to it—A. (Referring to paper.) The com- 
plaint was filed on Saturday, August 15, 1931, and on the 
20th day of August 1931 we filed a motion to dismiss the 
action. 

Q. How soon did you have a hearing on that motion, or 
how soon did you ask for a hearing?—A. We asked for a 
hearing on the 24th day of August 1931. 

Q. When were you granted a hearing?—A. The matter 
was heard on the 29th day of August 1931. 

Q. What action, if any, was taken by the court at that 
hearing?—A. The matter was taken under submission by 
the court after argument, after oral argument. 

Q. Were any briefs filed, or was there any request for 
briefs to be filed?—-A. The counsel for the plaintiffs asked 
for a brief time, a day or two, to file additional points and 
authorities. My recollection is that they did not file any. 

Q. Was there any time set in which they could file them?— 
A. It was expected—I do not remember that it was stated 
specifically, but it was expected—that it would be done 
within a day or two. 

Q. Who was appointed receiver in the case?—A. Guy 
Gilbert. 

Q. Do you know who were appointed his attorneys?—A. 
A firm of lawyers called Dinkelspiel & Dinkelspiel. 

Q. When did they take charge?—A. They took charge on 
the same day that the receiver was appointed, Saturday, the 
15th day of August. 

Q. Did they continue to have charge of it throughout this 
period you have described that the matter was being heard 
by the court?—A. They did. 

Q. What other steps did you take, if any, after the matter 
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tioned?—A. I telephoned to the secretary of the judge and 
asked if any disposition had been made of the matter, and 
I was told that it would be necessary for me to go into court 
and make a formal motion that it be submitted, which I did. 

Q. When was that made?—A. Sometime, I could not say, 
but approximately a week or 10 days after the 29th of 
August. 

Q. How soon after you received the notice of the neces- 
sity for doing it?—A. On the 2d day of October a motion 
was granted to dismiss. 

Q. How long was it after it was submitted to the court 
before the motion was granted? -A. My memorandum here 
says, submitted August 29 and motion granted October 2. 

Q. In the meantime, was there a bankruptcy petition filed 
against the Prudential Holding Co.?—A. A petition in in- 
voluntary bankruptcy was filed on the 5th day of September, 
1931. 

Q. What attorneys filed the original equity petition?—A. 
Messrs. Gold, Quittner & Kearsley, a firm of Los Angeles 
attorneys. 

Q. What firm of attorneys filed the petition in bank- 
ruptcy?—A. Messrs. Janeway, Beach & Hankey. 

Q. State whether or not there was any connection between 
the petitioners in each of these two cases —A. Of my own 
knowledge, I could not say. I could say from information 
obtained from others that there was some relationship, but 
just what it was I do not know. 

Q. When the petition in bankruptcy was filed, in whose 
court was it filed?—A. It was assigned to Judge St. Sure’s 
court in the same district. 

Q. Who acted on the petition?—A. Judge Louderback. 

Q. What action did he take? —A. He appointed Guy Gil- 
bert as receiver of the property. 

Q. Whom did he appoint as his attorneys?—A. Messrs, 
Dinkelspiel & Dinkelspiel. $ 

Q. What was the ground of bankruptcy alleged in the 
petition?—A. Only one ground of bankruptcy was alleged, 
and that was the appointment of the receiver in the equity 
case of Character Finance Corporation against Prudential 
Holding Co. 

Q. When were the appointments made of the receiver in 
bankruptcy and his attorney—what date, if you know?— 
A. The date of the appointment of the receiver in bank- 
ruptcy? 

Q. Yes.—A. I have not a memorandum of that, but I be- 
lieve it was the same day. 

Q. Was it before or after the dismissal of the equity peti- 
tion?—A. It was before the dismissal of the equity petition. 

Q. How long before?—A. Two or three days. 

Q. Then, who acted on the equity petition to dismiss?— 
A. Judge Louderback made the order dismissing the equity 
suit. 

Q. After the appointment of the receiver and his attorneys 
in the bankruptcy matter, what court then acted on it to 
the termination of the suit?—A. Judge St. Sure. 

Q. What action did he take?—A. On behalf of the Pru- 
dential Holding Co. we made a motion to dismiss the bank- 
ruptcy proceeding on the ground that the only act of bank- 
ruptcy set forth was the appointment of a receiver in the 
Character Finance Co. case against the Prudential Holding 
Co., and that as the court in that matter had no jurisdic- 
tion to appoint a receiver, the proceedings being null and 
void, there was no act of bankruptcy. 

Q. What action did the court take?—A. Judge St. Sure 
granted our motion to dismiss the bankruptcy. 

Q. Did he make a statement about it at the time he 
granted your motion? 

Mr. LINFORTH. I submit that any such statement, Mr. 
President, would be hearsay and not binding on the re- 
spondent here. 

The PRESIDING OFFICER. Will the reporter please read 
the question? 

The Official Reporter read as follows: 


Q. Did he make a statement about it at the time he granted 
your motion? 


was submitted to the court on the last date you men- The PRESIDING OFFICER. How is that material? 
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Mr. Manager BROWNING. This matter was pending in 


Judge St. Sure’s court. Judge Louderback, in Judge St. 


Sure’s absence, under the agreement which they had, ap- 
pointed the receiver and his attorney in Judge St. Sure’s 
court, After he returned, Judge St. Sure, in acting upon the 
matter and dismissing the bankruptcy proceeding, made a 
statement in open court in connection with his action, and 
that is the statement which we submit should go into the 
record. 

Mr. LINFORTH. May I add this word: Whatever order 
Judge St. Sure made upon the hearing of that application, 
of course, is competent evidence here; whatever he may 
have said which did not form the basis of his order, which 
did not enter into the making of his order, surely cannot 
be binding evidence against the respondent here. 

The PRESIDING OFFICER. May I inquire of the wit- 
ness whether that statement was made from the bench? 

The WITNESS. It was. 

The PRESIDING OFFICER. Then the question is. admis- 
sible. 

By Mr. Manager BROWNING: 

Q. State what it was—aA. It was upon the motion of the 
petitioners in bankruptcy to set aside the order of Judge St. 
Sure dismissing the bankruptcy, and the ground of that 
motion was that the court had not sufficiently considered 
certain authorities filed by the petitioners in bankruptcy, 
and the judge said that he did examine the authorities and 
he found the authorities against them and that he found a 
bad smell about the case. 

Q, After that time what has been the status of the Pru- 
dential Holding Co.?—A. After that time I ceased to be con- 
‘nected with the company. 

Q. Do you know whether or not it is in receivership 
-now?—A. That is my information. There is an equity re- 
ceivership in the State of Nevada. 

Q. Do you know what brought on the equity receivership 
in Nevada?—A. I could only say that I have been informed 
that it was the result of these proceedings in San Francisco 
that I have mentioned. 

Q. I will ask if you know whether suit has been brought 
against the parties who instituted this suit in California? 

Mr. LINFORTH. One minute. May it please you, Mr. 
President, we maintain that such a question as that cannot 
be binding evidence against this respondent. 

Mr. Manager BROWNING. We withdraw it, Mr. Presi- 
dent, if there is any objection to it. 

The PRESIDING OFFICER. The question is withdrawn. 

Mr. Manager BROWNING. You may take the witness. 

Cross-examination by Mr. LINFORTH: 

Q. Mr. McPike, when Judge St. Sure made the remark 
that you have just referred to, to whom did you understand 
he was referring—to Judge Louderback?—A. I only know 
what he said, and I cannot say whether he referred to the 
judge or the counsel and party. My own impression, if I 
were to give that, would be that he was referring to the 
parties and their attorneys. 

Q. In the proceedings that you took, the motion to dis- 
miss, the receiver and his attorneys took part, did they?— 
A. Not in open court. 

Q. And when you made the motion to dismiss in the bank- 
ruptey proceedings they did not appear in opposition to your 
motion?—A. No. 

Q. Were the counsel who appeared and offered resistance 
to your motion the counsel for the plaintiff in the action? 
A. There were a number of attorneys who came in in that 
matter besides the attorneys for—no; not the attorneys for 
the plaintiff. Excuse me; I missed your question. 

Q. Afterward were there certain interventions that were 
filed in that matter?—A. There were two. 

Q. And other counsel appeared in those intervention mat- 
ters?—A. In the intervention matters, and I think repre- 
senting the petitioners in bankruptcy. 

Q. I understcod you to say that the motion to dismiss the 
matter before Judge Louderback came on to be heard on the 
29th of August.—A. Excuse me; I will look at the memoran- 
dum again. [A pause.] My memorandum shows motion 
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to dismiss filed August 20; August 24 the date of hearing; 
August 29 submitted. 

Q. At that time were some applications granted to file 
briefs and authorities?—A. At the time of the hearing, the 
oral argument, an application was granted for that pur- 
pose. 

Q. To refresh your memory, Mr. McPike, merely, do you 
recall whether or not after you made the motion to have 
the case submitted or your motion submitted, it was submit- 
ted as of the 19th of September?—A. I do not recall the date. 

Q. Calling your attention to page 311 of the record, vou 
were a witness upon the preliminary hearing out in San 
Francisco?—A. Yes, sir. 

Q. I cail your attention to this language found at page 311 
of the record of the hearing: 

The bankruptcy receiver was appointed on September 30 and 
qualified October 2. The moticn to dismiss the equity proceedings 
was submitted September 19 and granted by the judge on Octo- 
ber 2, so that the bankruptcy receiver was appointed 2 days 
before the dismissal of the equity suit. 

Does the reading of that refresh your memory as to when 
the motion to dismiss the equity matter was submitted? 
A. It does not, because at that time I testified as to the date 
from a memorandum handed to me by my associate counsel 
in the matter, Mr. Hawkins, and I am now testifying from a 
memorandum submitted by him to me in the last few days 
as to the date, and it says August 29. So it is not a matter 
of recollection with me. 

Q. When was it, Mr. McPike, if you recall, that you made 
the motion to have the matter stand submitted—after your 
telephone message to the secretary of the judge?—A. After 
telephoning to the judge, or telephoning to his secretary, 
rather, I think I went out promptly the next morning. 

Q. Are you prepared to say, then, with any degree of cer- 
tainty, when the motion itself was submitted? A. No; I am 
not—not from recollection. 

Redirect examination by Mr. Manager BROWNING: 

Q. Was this equity receivership ex parte or was your com- 
pany present at the hearing? 

Mr. HANLEY. Just a moment. The question calls for 
hearsay testimony. It calls for the opinion of the witness 
as to what was done. It is a matter of record, if there isa 
record of it. It is incompetent, irrelevant, and immaterial. 

The PRESIDING OFFICER. Will the reporter please read 
the question? 

The Official Reporter read as follows: 

Q. Was this equity receivership ex parte or was your company 
present at the hearing? 

Mr. LINFORTH. May I add to what has been said, Mr. 
President, that the witness has already declared that he did 
not become associated with the company or employed in the 
matter until 2 days after the appointment of the receiver. 

The PRESIDING OFFICER. If the witness knows of his 
own knowledge, he may answer the question. 

The WITNESS. I do not know of my own knowledge. 

Mr. Manager BROWNING. That is all. 

The PRESIDING OFFICER. Call the next witness. 

EXAMINATION OF C. M. HAWKINS 

C. M. Hawkins, having been duly sworn, was examined 
and testified as follows: 

By Mr. Manager BROWNING: 

Q. Please state your name and place of residence and your 
profession—A. My name is C. M. Hawkins, I live in Oak- 
land, Calif., and Iam a lawyer. 

Q. In 1931 did you represent, in association with other 
attorneys, the Prudential Holding Co. of Oakland, Calif.? 
A. I represented the Prudential Holding Co. of Los Angeles 
at Oakland. 

Q. Were you their retained counsel or did you .just repre- 
sent them in the one case?—A. I was their retained counsel. 

Q. When did you first hear of the suit of the Character 
Finance Co. against the Prudential Holding Co.?—A. About 
2 o’clock on Saturday, the 15th of August 1931—2 o’clock in 
the afternoon. 

Q. Where were you when you heard of it?—A. I was in 
Los Angeles. 


1933 


Q. How did you get the message?—A. By a telephone call 
from the secretary of the company. 

Q. What was the information you received?—A. The in- 
formation was that there was a padlock on the door. I 
asked what it was, and was told the Character Finance Cor- 
poration. I said, “ Well, I will be home tonight and see you 
tomorrow.” 

Q. Did you get back that evening?—A. I got back the 
next morning; I came through that night. 

Q. What did you find the condition to be when you got 
back?—A. I found a padlock on the front door and the com- 
pany supposedly in the hands of a receiver. 

Q. Who was the receiver?—-A. Mr. G. H. Gilbert. 

Q. Did the company have any notice before Saturday 
afternoon, when Mr. Gilbert took charge, of the suit of the 
Character Finance Co. against it? 

Mr. HANLEY. We object on the ground that the ques- 
tion calls for his opinion with reference to that matter and 
it does not call for any testimony of his own knowledge. It 
only calls for something that had been told him. 

The PRESIDING OFFICER. Do you know of your own 
knowledge? Can you answer the question from your own 
knowledge? 

The WITNESS. I know what the facts are; yes. 

The PRESIDING OFFICER. State what the facts are. 

The WITNESS. The company did not have any notice. 

By Mr. Manager BROWNING: 

Q. Was the company represented at the hearing when the 
petition was granted? 

Mr. HANLEY. We object to that because it calls for his 
opinion again. 

Mr. Manager BROWNING. He is. attorney for the 
company. He ought to know. 

Mr. HANLEY. If he was not present in San Francisco 
when the receiver was appointed, it necessarily calls for 
hearsay testimony. 

The PRESIDING OFFICER. It is all subject to cross- 
examination. If the witness says he knows, he may answer 
the question. Do you know and can you answer the question 
of your own knowledge? 

The WITNESS. I should like to have it read. 

The PRESIDING OFFICER. The Official Reporter will 
read the question. 

The Official Reporter read the question as follows: 

Q. Was the ere represented at the hearing when the peti- 
tion was granted 

The TANDS Not legally. 

Mr. HANLEY. That calls for a legal conclusion and 
opinion which this very Senate is to determine. 

The PRESIDING OFFICER. That is subject to cross- 
examination. 

By Mr. Manager BROWNING: 

Q. What steps were taken by the company, if you know?— 
A. Do you mean following the appointment? 

Q. Following this situation.—A. On the 20th of August we 
filed a motion to dismiss the case in the department in which 
the case was in the United States court in San Francisco. 

Q. What was the ground of your motion?—A. That the 
court was without jurisdiction of the case. 

Q. Before that let me ask you what was the nature of the 
business of the Prudential Holding Co. which it carried on?— 
A. The Prudential Holding Co. owned stock in other cor- 
porations. It owned real estate. It owned some notes, some 
unsecured accounts, and was a general trading or brokerage 
company. 

Q. What were the capital and the assets of the company? 
A. The authorized capital was $5,000,000. The assets at that 
time had a book value of something like $1,150,000 to 
$1,250,000, as I recall the figures. 

Q. What were the liabilities, if you know?—A. On the 
books something less than $1,000,000—around $600,000. 

Q. Was the company solvent or insolvent at that time?— 
A. The company was at that time like most other companies 
were at the same time. It was pressed for money, but it 
Was going on and running its business and operating its 
business, 
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Q. What action was taken on the motion which you filed 
on the 20th of August?—A. The final action was that the 
motion was granted. 

Q. When?—A. October 2. 

Q. How many questions were involved in the motion? 
A. Two. 

Q. What were they?—A. One was as to whether or not 
under code section 51 the court had jurisdiction. The other 
question was whether or not, under equity rule 25, the com- 
plaint was verified properly. 

Q. What was the nature of the verification of the peti- 
tion?—A. The verification was made by the attorney for 
the company on information and belief. 

Q. The attorney for what company?—A. For the Char- 
acter Finance Corporation. 

Q. That is the plaintiff?—A. The plaintiff. 

Q. Did the person who made the verification pretend to 
know the facts of his own knowledge?—A. He did not. 

Q. Did you contact Mr. Gilbert as receiver of the company 
at any time near the appointment?—A. Yes; I met Mr. 
Gilbert on the morning of August 17, Monday morning 
following the appointment. 

Q. What transpired between you?—A. Mr. Gilbert came 
into the office with Mr. John Walton Dinkelspiel and asked 
what we were going to do with reference to turning over 
all records and business to him. We talked about that and 
I finally directed that the company turn the matters over 
to him under protest and have him sign a receipt showing 
that we had turned the records and files to him under 
protest. 

Q. Was that done on Monday the 17th?—A. That was 
Monday morning the 17th. 

Q. What did he do as a receiver, if you know?—A. He 
just sat around there and he collected the moneys that came 
in. He opened the mail that came in, and he had charge of 
the affairs there until the 2d of October. 

Q. After the motion to dismiss petition was made, what 
happened in court with regard to it?—A. I was not in court. 
I could not answer of my own knowledge. 

Q. You did not go into court on the motion?—A. No. 
That was handled by Mr. McPike entirely. 

Q. Do you know whether or not the petition for bank- 
ruptcy was filed?—A. Yes. 

Q. Did you have anything to do with that in court?— 
A. No; not in court. 

Q. What time was this petition filed?—A. The bank- 
ruptcy? 

Q. Yes.—A. I think September 5, 1931. 

Q. In whose court was that?—A. That fell in Judge St. 
Sure’s court. 

Q. Who acted on that, if you know?—A. Judge St. Sure 
acted on it and Judge Louderback acted on it. 

Q. Who appointed the receiver and his attorney in bank- 
ruptcy?—A. Judge Louderback. 

Q. Whom did he appoint?—A. He appointed Mr. Gilbert, 
the same Mr. G. H. Gilbert. 

Q. Did he appoint any counsel for him?—A. Dinkelspiel & 
Dinkelspiel. 

Q. You stated that the motion to dismiss the petition in 
equity was acted on October 2 by Judge Louderback?— 
A. Yes. 

Q. What was his action?—A. He granted the motion to 
dismiss. 

Q. When did he appoint Gilbert and Dinkelspiel as re- 
ceiver and attorney, respectively, in the bankruptcy cape 
ceeding?—A. September 30, 1931. 

Q. And they qualified on October 2?—A. That is bat I 
understand. 

Q. What kind of bond was given by the receiver wnen he 
took charge of this business?—A. You mean in the equity 
case? 

Q. Yes.—A. The receiver gave a bond conditicned to obey 
the orders of the court and perform his duties as receiver, 
and running to the United States of America. 

Q. Was there any indemnity bond given to the company 
itself?—A. There was not. 
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Q. Any to the creditors of the company?—A. There was 
not. 

Q. What was the nature of the complainant company, the 
Character Finance Corporation? — A. I really do not know. 

Q. Was the complainant company a creditor of the cor- 
poration?—A. The complainant company claimed to be a 
creditor, which was denied by the Prudential Holding Co., 
and in my judgment was not a creditor. 

Q. Were they a stockholder in the Prudential Holding 
Co.?—A. Yes; it was a stockholder, 

Q. After the dismissal of the equity receivership by Judge 
Louderback, what action, if you know, did Judge St. Sure 
take in the bankruptcy matter? 

Mr. HANLEY. He said he was not present in court and 
did not know except from hearsay. 

The PRESIDING OFFICER. Do you know of your own 
knowledge? 

The WITNESS. The only way I know is based on court 
records. I know of my own knowledge what they show. 

By Mr. Manager BROWNING: 

Q. Do you know from the court records what actually 
transpired with regard to the bankruptcy matter?—A. Do 
you mean in the St. Sure department? 

Q. Yes.—A. Yes; I have read the court records on that. 

Q. What was the action taken?—A. The action was that 
it was dismissed. 

Q. After dismissal of the bankruptcy matter and of the 
equity receivership, what has been the legal status of the 
Prudential Holding Co. since that time?—A. The Pruden- 
tial Holding Co. then operated uninterruptedly until the 
14th of March 1932, when it was placed in an equity receiv- 
ership in the district court of Nevada. 

Q. What precipitated that receivership, if you know?— 
A. It was the claims of creditors who filed the suit, and the 
general reason for it was the interference of. these various 
receiverships. < 

Q. Receiverships in California?—A. Yes. 

Q. You refer to the receiverships in which Mr. Gilbert 
was appointed receiver by Judge Louderback?—A. I do; 
yes. 

Mr. Manager BROWNING. Take the witness. 

Cross-examination by Mr. LINFORTH: 

Q. Mr. Hawkins, how long have you been attorney for the 
Prudential Holding Co.? -A. From August 1930. 

Q. Did you have personal knowledge as to its financial 
condition at the time of the filing of the application for the 
appointment of a receiver in the equity suit?—A. To some 
extent I did, and to some extent, no. 

Q. At that particular time was not the company hope- 
lessly insolvent?—A. I do not think so. 

Q. How much did it owe at that time?—A. Oh, somewhere 
between $500,000 and $600,000, I would say. 

Q. Did it not at that time owe in excess of $1,000,000?— 
A. No, sir. 

Q. Did it have any assets of any kind at the time of the 
making of the application for the appointment of a re- 
ceiver that were not encumbered by mortgages and trust 
deeds and pledged——A. Yes; it had some. 

Q. Did it have any that had any value?—A. Yes. 

Q. Any cash value?—A. Yes. 

Q. What property did it have at that time that was un- 
encumbered that had any value?—A. It had some cash in 
the bank. 

Q. How much did it have in the bank at that time?—A. I 
do not know. 

Q. Was it a few hundred dollars?—A. Yes. 

Q. No more?—A. No. 

Q. In no one of its bank accounts?—A. No, sir. 

Q. Did it have a bank account in Oakland, evem, its head- 
quarters?—A. I do not know as to that. 

Q. Is it not a fact that the only bank account it had at 
the time of the application for the appointment of a receiver 
in the equity proceeding was a bank account of about $80 
in the city of Reno, in the State of Nevada?—A. No. It 
had a bank account in the city of Reno and had more 
money than $80 in the bank account. Whether it had 
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Q. Do you say at the time of the filing of the petition 
that it had more than $80 to its credit in the bank in the 
city of Reno?—A. I think so; yes. 

Q. Do you know or are you stating from what someone 
has said to you?—A. No; I am giving what is my present 
recollection of the fact at that time. 

Q. How much did it have in the account in the bank of 
Reno at that time?—A. My recollection is something over 
$300. 

Q. How many pieces of real estate did it own?—A. Four 
that I know about, and I am not certain as to others. 

Q. Three were in the city of Oakland?—A. Yes. 

Q. Apartment houses?—A. Yes. 

Q. And second mortgages on each?—A. Yes; I think they 
were. 

Q. And under foreclosure at that particular time?—A. I 
do not think so. 

Q. Were any of them under foreclosure at that particular 
time?—A. That depends on what you mean by “ fore- 
closure ”, Mr. Linforth. I do not know what you mean. 

Q. Under notice of sale under trust deeds, or under notice 
in foreclosure suits —A. I think in one of them, at San Jose, 
a notice of intention to foreclose had been filed before this 
time; in the others, I think not. 

Q. How about the three in the city of Oakland? Was not 
each one under foreclosure sale or suit at that time?—A. No; 
I do not think so. 

Q. Was there any equity in either piece of property?— 
A. Well, I am not qualified as a real-estate expert, and I 
cannot answer that. 

Q. Did it have any other property except stocks in com- 
panies that it had taken in exchange?—A. It had some real 
estate in Los Angeles County. It had some notes and ac- 
counts. I guess all of those had been taken in for exchange 
with stock except a property in Stanislaus County, for which 
an apartment house had been traded. 

Q. It is a fact, is it not, that during the time that you 
knew of this company it was a company that was operating 
in taking in properties of other encumbered companies and 
giving in part payment therefor stock in its own company?— 
A. Yes, sir; to some extent that is its business, or was its 
business. 

Q. It held stock, did it not, in the Character Finance 
Co.?—A. I do not think so; no. 

Q. The stock of the Character Finance Co. was of no 
value, was it?—A. I could not say. I do not know. 

Q. Do you know of any assets that were of any value at 
all that this company owned or possessed at the time of the 
equity receiver except the real estate that you have referred 
to, encumbered as you say it was?—A. Yes; I think they 
had some value—not very much. 

Q. What property did it have that had any value, to your 
knowledge?—A. Well, it had some causes of action against 
the bank in Bakersfield that we figured had some value. 

Q. That is, it had some lawsuits? Is that it?—A. Yes. 

Q. But did it have any tangible property of any value at 
the time of the filing of this equity receivership except these 
three apartment houses in Oakland and the one in San 
Jose?—A. It had a ranch in Stanislaus County which, I 
think, had some tangible value. 

Q. Do you remember talking with Mr. John Dinkelspiel 
and Mr. Gilbert in Oakland on the 17th of August 19312— 
A. Yes; I recall talking to them. 

Q. Did you tell those gentlemen at that time that there 
were no less than six lawsuits against the Prudential Hold- 
ing Co. pending in Los Angeles County?—A. I told them the 
number. I do not recall what the number was. 

Q. Did you tell them also at that time that the assets 
taken over at Bakersfield were given at a highly fictitious 
value, and were not worth as much as $250?—A. I do not 
recall that I did. 

Q. You do not recall that you did?—A. No. 

Q. Did you also tell them at that time that the Prudential 
Holding Co. had made a failure of liquidating any of the 
assets that it had received from the Character Finance Co., 
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and so far as that branch of its business was concerned that 
it was totally of no value?—A. I do not recall that we dis- 
cussed that at all, Mr. Linforth. 

Q. Is it not a fact that you told Mr. Gilbert and Mr. 
Dinkelspiel, at the time to which I have called your atten- 
tion, that there were no tangible assets of any kind except 
the 3 apartment houses and the 1 apartment house in San 
Jose?—A. No. 

Q. And did you not tell them at that time that each one 
of the four was in process of foreclosure, and there was no 
equity in either one?—A. No. 

Q. You were not present at the time the application for 
the receiver was made? -A. No, sir. 

Q. Did you know, at that time, Mr. J. H. Stephens?—A. 
Yes; I knew him. 

Q. Was he vice president of this company at that time?— 
A. Yes. 

Q. Did you know that he appeared before Judge Louder- 
back at the time the application for receiver was made, and 
announced that he was the vice president of the company?— 
A. I never knew that until you took his deposition in San 
Francisco last week, or week before. 

Q. How long had he been vice president of the company 
prior to that?—A, Probably 6 or 7 months. 

Mr. LINFORTH. I think that is all. 

The PRESIDING OFFICER. Are there further ques- 
tions? 

Redirect examination by Mr. Manager BROWNING: 

Q. Just one question. Did any of the rest of the firm, 
or the attorneys for the firm, know that James H. Stephens 
Was appearing there in court? 

Mr. LINFORTH. One moment, Mr. President. We object 
to that as calling for hearsay. How can this witness state 
what anyone else knew or did not know? 

The PRESIDING OFFICER. The witness may answer the 
question if he knows of his own knowledge. 

The WITNESS. I cannot answer that. 

By Mr. Manager BROWNING: 

Q. As counsel for it, was he authorized by you to do so?— 
A. He was not. 

Q. After the dismissal of these equity and bankruptcy 
receiverships, state whether or not that company has taken 
any legal steps against those who brought these receiver- 
ships. 

Mr. LINFORTH. Just a moment, Mr. President. We ob- 
ject to that as being utterly immaterial and not binding 
on this respondent. 

The PRESIDING OFFICER. How would that be ma- 
terial? 

Mr. Manager BROWNING. It would show, of course, the 
inexcusableness of the matter, and the fact that these people 
resented these actions that were brought against them, and 
thought they had legal redress. 

The PRESIDING OFFICER. The objection is sustained. 

By Mr. Manager BROWNING: 

Q. What part did Mr. Stephens have in the direction of 
this concern?—A. None. 

Mr. Manager BROWNING. Stand aside. 

The PRESIDING OFFICER. Call the next witness. 

Mr. LINFORTH. Mr. President, if it is in order, may I 
suggest that we have a recess or an adjournment? This 
matter has been on since 10 o'clock this morning. 

Mr, McNARY. Mr, President, I desire to propound a 
question to the Senator from Arizona [Mr. AsHurst]. Does 
the Senator contemplate night sessions this week for the 
impeachment trial? 

Mr. ASHURST. Mr. President, so far as I know at this 
time, night sessions are not contemplated, although it is 
earnestly hoped that the trial will be finished by Saturday 
night. It may be necessary on Friday and Saturday nights 
to hold night sessions in order to finish the trial at that 
time. No night sessions are contemplated at this time. 

Mr. McNARY. I have asked the Senator the question 
because a number of inquiries have come to me, and I had 
hoped that if the Senator desired to have a night session 
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tomorrow night he would give the customary 1 day’s 
notice. 

Mr. ASHURST. Senators are entitled to that courtesy. 
As soon as I can find out tomorrow, I will advise the able 
Senator from Oregon. 


EXHIBITS ADMITTED IN EVIDENCE 


The documents this day admitted in evidence, marked, 
respectively, “U.S.S. Exhibit 4” to “U.S.S. Exhibit 39”, 
both inclusive, are as follows: 


USS. EXHIBIT 4 


In THE SUPERIOR COURT OF THE STATE OF CALIFORNIA IN AND FOR 
THE CITY AND County OF SAN FRANCISCO 


Extra sessions no. 1 
IN THE MATTER OF THE ESTATE OF HOWARD BRICKELL, DECEASED 


(No. 46618, order appointing appraisers and inheritance-tax 

appraiser) 

It is ordered that W. S. Leake, Fairmont Hotel; G. H. Gilbert, 
1600 California Street; R. F. Mogan, Phelan Building; three dis- 
interested persons, competent and able to act, be and they are 
hereby, appointed appraisers of the estate of Howard Brickell, 
deceased; and good cause appearing therefore. 

It is further ordered that said R. F. Mogan, duly appointed, 
qualified and acting inheritance-tax appraiser in and for the said 
city and county above named be, and he is hereby, appointed and 
directed to fix the clear market value of the property of said 
estate at the death of said decedent above named, and to ap- 
praise all interests, inheritances, transfers, and property in said 
estate subject to the payment of inheritance tax under the laws 
of the State of California. 

Done in open court this 5th day of April 1927. 


HAROLD LOUDERBACK, 
Judge of the Superior Court. 


OFFICE OF THE COUNTY CLERK 
OF THE CITY AND COUNTY OF SAN FRANCISCO. 
I. H. I. Mulerevy, county clerk of the city and county of San 
Francisco, and ex officio clerk of the superior court thereof, do 
hereby certify the foregoing to be a full, true, and correct copy 
of the order appointing appraisers and inheritance-tax appraiser 
in the matter of the estate of Howard Brickell, deceased, now on 
file and of record in my office. 
Witness my hand and the seal of said court this 2d day of 
May A.D. 1933. 
H. I, Mutcrevy, 
County Clerk. 
By S. I. HUGHES, 
Deputy County Clerk. 


— 


USS. ExRHITErr 5 


In THE SUPERIOR COURT OF THE STATE OF CALIFORNIA, IN AND FOR 
THE CITY AND COUNTY oF SAN FRANCISCO 


LAURA A. HEATH, PLAINTIFF, v. FRANK E. HEATH, S. E. BIDDLE, GENEVIEVE 
BRENNAN, ELIZABETH MOWRY, CARRIE BAKER, DELBERT WESTOVER, 
IDA WESTOVER, WALTER HOFF, AND IRMA HOFF, DEFENDANTS. ORDER 
APPOINTING RECEIVER 


Upon reading the verified complaint and affidavit of Laura A. 
Heath, this day filed herein, and good cause appearing therefor, 
and on motion of A. L. O’Grady, attorney for the plaintiff. 

It is ordered that W. S. Leake be, and is hereby, appointed a 
receiver to take and keep possession of all the community prop- 
erty of the plaintiff and the defendant, including the income, 
rents, issues, and profits thereof, to collect debts, to compound for 
and compromise the same, to make transfers, and generally to do 
such acts respecting the said property as the court may authorize, 
the said receiver to act as such until further order of the court. 

That a bond under section 566 C.C.P. for $25,000 be given and 
fil 


ed. 

It is further ordered that before entering upon his duties the 
said receiver shall be sworn to perform them faithfully, and shall 
execute an undertaking to the State of California, approved by the 
court or judge, in the sum of $5,000, to the effect that he will 
faithfully discharge the duties of receiver in the said action and 
obey the orders of the court therein. 

HAROLD LoupERBACK, Judge. 

Dated May 24, 1927. 

(Endorsed:) Filed May 25, 1927. 

H. I. Mouucrevy, Clerk. 
By H. Brunner, Deputy Clerk. 
STATE oF CALIFORNIA, 


City and County of San Francisco, ss: 

I, H. I. Mulcrevy, county clerk of the city and county of San 
Francisco, State of California, and ex officio clerk of the superior 
court, in and for said city and county, hereby certify the foregoing 
to be a full, true, and correct copy of the original order appoint- 
ing receiver in the above-entitled cause, filed in my office on the 
25th day of May A.D. 1927. 

Attest my hand and seal of said court this 2d day of May 
AD, 1933. 

[szaz] H. I. Mutcrevy, Clerk. 

By E. R. GREEN, Deputy Clerk. 
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USS. Exurerr 6 


In THE SUPERIOR COURT oF THE STATE OF CALIFORNIA, IN AND FOR 
THE CITY AND COUNTY OF SAN FRANCISCO 


OVER, IDA WESTOVER, IDA WESTOVER, WALTER HOFF, AND IRMA HOFF, 

DEFENDANTS 
STATE or CALIFORNIA, 

City and County of San Francisco, ss: 

W. S. Leake, being duly sworn, deposes and says: 

That he is the person who was appointed as a receiver in the 
above-entitled action by an order of this court, dated the 24th 
day of May 1927; and that he will faithfully perform his duties 
as such receiver to the best of his ability. 

W. S. LEAKE. 

Subscribed and sworn to before me this 24th day of May 1927. 

[SEAL] Mauve REYNOLDS, 

Notary Public in and for the City and County of 
San Francisco, State of California. 


My commission expires June 23, 1927. 
(Endorsed:) Filed May 25, 1927. 
H. I. Motcrevy, Clerk. 


By H. BRUNNER, Deputy Clerk. 
STATE or CALIFORNIA, 
rad and County of San Francisco, ss 

I, H. I. Mulcrevy, county clerk of the. ‘city and county of San 
Francisco, State of California, and ex officio clerk of the superior 
court, in and for said city and county, Bite certify the foregoing 
to be a full, true, and correct copy of the original oath of receiver 
in the above-entitled cause, filed in my office on the 25th day of 
May A.D. 1927. 

Attest my hand and seal of said court this 2d day of May 
AD. 1933. 

[SEAL] H. I. Mutcrevy, Clerk. 
By E. R. Green, Deputy Clerk. 


— 


U.S. S. Exursrr 7 


In THE SUPERIOR COURT OF THE STATE OF CALIFORNIA, IN AND FOR 
THE CITY AND COUNTY or SAN FRANCISCO 


IN THE MATTER OF THE ESTATE OF HOWARD BRICKELL, DECEASED, 
NO. 46618, EXTRA SESSIONS NO. 1. INVENTORY AND APPRAISEMENT 


Oath of appraisers 
STATE OF CALIFO 


NTA, 
City and County of San Francisco, ss: 

R. F. Mogan (inheritance-tax appraiser), W. S. Leake, and G. H. 
Gilbert, duly appointed appraisers of the estate of Howard Brick- 
ell, deceased, being duly sworn, each for himself says: 

That he will truly, honestly, and impartially appraise the prop- 
erty of said estate which shall be exhibited to him, according to 
the best of his knowledge and ability. 


Subscribed and sworn to before me this 19th day of July 1927. 
C SAMUELS, 


[SEAL] HARLES b 
Court Commissioner of the City and County o 
San Francisco, State of California. 
ESTATE OF HOWARD BRICKELL, DECEASED, TO R. F. MOGAN (INHERITANCE- 
TAX APPRAISER), W. S. LEAKE, AND G. H. GILBERT 
To services in 3 foregoing, — days, at $5 per da 

each, services, and costs. 

STATE OF CALIFORNIA, 
City and County of San Francisco, ss: 

R. F. Mogan (inheritance-tax appraiser), W. S. Leake, and G. H. 
Gilbert, the appraisers named above, being duly sworn, each for 
himself says: That the foregoing bill of items is correct and just, 
and that the services have been duly rendered as therein set forth. 

R. F. MOGAN. 
G. H. GILBERT. 
W. S. LEAKE. 


Aco apres and sworn to before me this 20th day of December 
1927. 
[SEAL] CHARLES SAMUELS, 
Court Commissioner of the City and County of 
San Francisco, State of e 
We, the undersigned duly appointed appraisers of the estate of 
Howard Brickell, deceased, hereby certify that the eres men- 
tioned in the foregoing inventory has been exhibited to us and 
that we appraise the same at the sum of $1,020,804.38. 
R. F. MOGAN, 
G. H. GILBERT. 


W. S. LEAKE. 
(Endorsed:) Filed December 21, 1927. 
H. L. MULCREVY, 
By E. B. GILSON, Demy clerk. 


OFFICE OF THE COUNTY CLERK 
OF THE CITY AND COUNTY OF SAN FRANCISCO. 
I, H. I. Mulcrevy, county clerk of the city and county of San 
Francisco, and ex officio clerk of the superior court thereof, do 
hereby certify the foregoing to be a full, true, and correct copy of 
the oath of appraisers and certificate of appraisers in the matter 
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of the estate of Howard Brickell, deceased, now on file and of 
record in my office. 
Witness my hand and the seal of said court this 2d day of May 


AD. 1933. 
[szaL] H. I. Muwcrevy, County Clerk. 
By S. I. Hos, Deputy County Clerk. 


USS. Exuzrr 8 
In THE SUPERIOR COURT or THE STATE OF CALIFORNIA, IN AND FOR 
THE CITY AND COUNTY or SAN FRANCISCO 
IN THE MATTER OF THE APPLICATION OF ANTONIO DRAGA, A JUDGMENT 
CREDITOR, FOR APPOINTMENT OF APPRAISERS TO APPRAISE HOMESTEAD. 


No. 182347. 
Order appointing appraisers 

It appearing to the satisfaction of the court that a copy of the 
petition filed herein and a copy of the notice of the hearing of the 
appointment of appraisers was served according to law on Frank 
Machkota and Fannie Machkota, the claimants herein; 

It is hereby ordered that W. S. Leake, Fairmont Hotel; W. H. 
Homer, 1921 Ocean Avenue; and John F. Mooney, 1012 Clayton 
Street, residents of the city and county of San Francisco, State of 
California, three disinterested persons, competent and able to act, 
be, and they are hereby, appointed appraisers to appraise the 
value of the real property described in the petition filed herein, 
and hereinafter described and claimed as a homestead by Frank 
Machkota and Fannie Machkota, as set forth in said petition; the 
following is a description of the real property herein referred to: 
All that certain real property situate, lying, and being in the city 
and county of San Francisco, State of California, and more 
particularly described as follows, to wit: 

Beginning at a point on the northerly line of Bosworth Street, 
distant thereon 75 feet westerly from the northwesterly corner of 
Bosworth and Rousseau Streets, and running thence westerly 
along said line of Bosworth Street 32 feet and 6 inches; thence 
northwesterly at an angle of 103 degrees 27 minutes, with said 
line of Bosworth Street 131 feet and 114 inches more or less to 
the right of way of the Southern Pacific Railroad Co.; thence 
northeasterly along said right of way 42 feet and 8½ inches; 
thence at a right angle southeasterly 76 feet more or less to a 
point which is perpendicularly distant 86 feet and 8 inches 
westerly from the westerly line of Rousseau Street, and is also 
perpendicularly distant 63 feet northerly from the northerly line 
of Bosworth Street; thence easterly parallel with Bosworth Street 
11 feet and 8 inches to a point which is perpendicularly distant 
75 feet westerly from the westerly line of Rousseau Street; and 
thence southerly parallel with Rousseau Street 63 feet to the point 


of 
Done in open court this 22d August 1927. 
HAROLD LOUDERBACK, 
Judge of the Superior Court. 
(Endorsed:) Filed August 23, 1927. 
I. Mutcrevy, Clerk. 


By H. Brunner, Deputy Clerk. 
STATE OF CALIFORNIA, 
City and County of San Francisco, ss: 

I, H. I. Mulcrevy, county clerk of the city and county of San 
Francisco, State of California, and ex-officio clerk of the superior 
court in and for said city and county, hereby certify the foregoing 
to be a full, true, and correct copy of the original order appointing 
appraisers in the above-entitled cause, filed in my office on the 
23d day of August A.D. 1927. 

Attest my hand and seal of said court this 2d day of May A.D. 


H. I. Mutcrevy, Clerk. 
By E. R. Green, Deputy Clerk. 


USS. EXHIBIT 9 


In THE SUPERIOR COURT OF THE STATE OF CALIFORNIA, IN AND FOR 
THE CITY AND COUNTY or SAN FRANCISCO 


IN THE MATTER OF THE APPLICATION OF ANTONIO DRAGA, A JUDGMENT 
CREDITOR FOR APPOINTMENT OF APPRAISERS TO APPRAISE HOMESTEAD. 
NO. 182347. EXTRA SESSION NO. 1 

Appraisement of value of homestead 
I, H. I. Mulcrevy, county clerk of the city and county of San 
Francisco, State of California, and ex-officio clerk of the superior 
court thereof, do hereby certify that W. S. Leake, W. H. Homer, 
and John F. Mooney were appointed appraisers according to the 
provisions of sections 1245 to 1259, inclusive, of the Civil Code of 
the State of California to appraise the value of the homestead 
claimed by Frank Machkota and Fannie Machkota in and to the 
hereinafter-described property, by order of said court made on the 

22d day of August 1927. 

Witness my hand and the seal of ony court this Ist day of 


[SEAL] 


September 1927. 
[SEAL] H. I. MULCREVY, 
Clerk. 
By H. BRUNNER, 
Deputy Clerk. 


STATE OF CALIFORNIA, 
City and Cortis of San Francisco, ss: 

W. S. Leake, W. H. Homer, and John F. Mooney, the duly ap- 
pointed appraisers to appraise, according to the provisions of 
sections 1245 to 1259, inclusive, of the Civil Code of the State of 

California, the value of the homestead claimed by Frank Machkota 
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and Fannie Machkota in and to the real property described in 
the petition on file herein and hereinafter described, each being 
duly sworn, deposes and says: That he is a resident of the city 
and county of San Francisco, State of California; that he will 
faithfully and impartially appraise the value of the said home- 
stead and perform the services appertaining thereto according to 
law, and faithfully and impartially perform the same according 
to the best of his knowledge and ability. 

JoHN F. Mooney. 

W. S. LEAKE. 

W. H. HOMER. 


Subscribed and sworn to before me this 2d day of September 

1927. 
[szaL Ray SOPHIE FEDER, 

Notary Public in and for the City and County 


of San Francisco, State of California. 


The following is a description of the said real property described 
in the petition filed herein, and herein referred to: All that cer- 
tain piece, parcel, or tract of land situate, lying, and being in the 
city and county of San Francisco, State of California, and more 
particularly described as follows, to wit: 

at a point on the northerly line of Bosworth Street, 
distant thereon 75 feet westerly from the northwesterly corner of 
Bosworth and Rousseau Streets; and running thence westerly 
along said line of Bosworth Street 32 feet and 6 inches; thence 
northwesterly at an angle of 103° 27’ with said line of Bosworth 
Street 131 feet and 1½ inches, more or less, to the right of way 
of the Southern Pacific Railroad Co.; thence northeasterly along 
said right of way 42 feet and 814 inches; thence at a right angle 
southeasterly 76 feet, more or less, to a point which is perpendicu- 
larly distant 86 feet and 8 inches westerly from the westerly line 
of Rousseau Street, and is also perpendicularly distant 63 feet 
northerly from the northerly line of Bosworth Street; thence east- 
erly parallel with Bosworth Street 11 feet and 8 inches to a point 
which is perpendicularly distant 75 feet westerly from the west- 
erly line of Rousseau Street; and thence southerly parallel with 
Rousseau Street 63 feet to the point of beginning. 

We, the undersigned appraisers duly appointed to appraise, 
according to the provisions of sections 1245 to 1259, inclusive, of 
the Civil Code of the State of California, the value of the said 
homestead, hereby certify that the said premises were viewed by 
us, and each of us, and that the value of the said premises exceeds 
the value of the homestead exemption, and we hereby appraise the 
value of the said premises claimed as the said homestead at the 
sum of $5,500. 

We further certify that the said premises claimed as the said 
homestead cannot be divided without material injury, and that it 
J))VVVVVVVVVVVVWGGG DE me 98'S 
whole. 

Dated: September 2, 1927. 

JoHN F. Mooney, Appraiser. 
W. S. LEAKE, Appraiser. 
W. H. Homer, Appraiser. 
(Endorsed:) Filed September 2, 1927. 
H. I. MuLcrevy, Clerk. 
By G. J. ROMANI, Deputy Clerk. 
STATE OF CALIFORNIA, 


City and County of San Francisco, ss: 

I, H. I. Mulcrevy, county clerk of the city and county of San 
Francisco, State of California, and ex-officio clerk of the superior 
court in and for said city and county, hereby certify the foregoing 
to be a full, true, and correct copy of the original appraisement 
of value of homestead in the above-entitled cause filed in my 
office on the 2d day of September A.D. 1927. 

3333 hand and seal of said court this 2d day of May AD. 

[SEAL] H. I. Mutcrevy, Clerk. 

By E. R. Green, Deputy Clerk. 


USS. Exnutsrr 10 


In THE SUPERIOR COURT oF THE STATE OF CALIFORNIA, IN AND FOR 
THE CITY AND County or SAN FRANCISCO 


LOUIS FRIEDMAN AND SAMUEL GERSON, PLAINTIFFS, V. ANNA FARRISCE, 
ALSO KNOWN AS “ANNA FARRISEE”, FIRST DOE, SECOND DOE, FIRST 
ROE CO., A CORPORATION, AND SECOND ROE CO., A CORPORATION, 
DEFENDANTS. NO. 187453. DEPT. NO, EXTRA SESSION NO, 1 


Order appointing receiver 


Upon reading and filing the verified complaint of Louis Fried- 
man and Samuel Gerson, plaintiffs in the above-entitled action, 
and it appearing therefrom to the satisfaction of this court that 
this is a proper case to appoint a receiver for the purpose and with 
the powers hereinafter mentioned; 

It is ordered and decreed that W. S. Leake be, and he is hereby, 
appointed receiver in the above-entitled action to take and keep 
possession of the mortgaged personal property described in the 
complaint in the above-entitled action pending the trial of and 
judgment in said action and the further order of the court herein; 

That before entering upon the duties of said trust, the said 
receiver shall execute an unde in the amount of $1,000 with 
two sufficient sureties to be approved by this court to the effect 
that he will faithfully discharge the duties of receiver in the 
above-entitled action and obey the orders of the court herein, and 
must be sworn by the clerk of this court to perform his duties 
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faithfully, and that or to this order becoming operative the 
above-named plaintiffs Louis Friedman and Samuel Gerson shall 
execute an undertaking in the amount of $2,500, with two suffi- 
cient sureties, to the aboye-named defendant Anna Farrisce to the 
effect that said Louis Friedman and Samuel Gerson will pay to 
sald defendant all damages said defendant may sustain by reason 
of the appointment of said receiver and the entry by him upon 
his duties in case the said plaintiffs shall have procured such 
appointment wrongfully, maliciously, or without sufficient cause. 
Order made this 18th day of October 1927. 
HAROLD LOUDERBACK, Judge. 
(Endorsed): Filed October 18, 1927. 
H. I. MurcrevY, Clerk. 
By G. J. ROMANI, Deputy Clerk. 
In THE SUPERIOR COURT OF THE STATE OF CALIFORNIA IN AND FOR 
THE CITY AND COUNTY OF SAN FRANCISCO 


LOUIS FRIEDMAN AND SAMUEL GERSON, PLAINTIFFS, v. ANNA FARRISCE, 
ALSO KNOWN AS ANNA FARRISEE, FIRST DOE, SECOND DOE, FIRST ROE 
CO., A CORPORATION, AND SECOND ROE CO., A CORPORATION, DEFEND- 
ANTS. NO. 187458. EXTRA SESSION NO. 1 


Oath of receiver 
STATE oF CALIFORNIA, 
City and County of San Francisco, ss: 

W. S. Leake, being first duly sworn, deposes and says: That he 
is the person who was appointed by order of this court, dated the 
18th day of October 1927, receiver in the above-entitled action 
now pending in said court, and that he will faithfully discharge 
the duties as such receiver in said action and obey the order of 
the court, so help him God. 

S. LEAKE. 


: W. 8. 
4 Subscribed and sworn to before me this 19th day of October 
927. 
[sean] J. J, KERRIGAN, 
Notary Public in and for the City and 


County of San Francisco, State of California. 
(Endorsed:) Filed October 19, 1927. 
H. I. Motcrevy, Clerk. 


By G. J. Romant, Deputy Clerk. 
STATE oF CALIFORNIA, 


City and County of San Francisco, ss: 
I, H. I. Mulcrevy, county clerk of the city and county of San 
Francisco, State of California, and ex-officio clerk of the superior 
court in and for said city and county, hereby certify the fore- 
e be be a full, true, and correct copy of the original order 
ppolnting receiver and oath of receiver in the above-entitled 
cause on file in my office on the 6th day of May A.D. 1933. 
Attest my hand and seal of said court this 6th day of May AD. 


1933. 
[SEAL] H. I. Murcnkxvr, Clerk. 
By H. Brunner, Deputy Clerk. 


USS. EXHIBIT 11 


In THE SUPERIOR COURT OF THE STATE OF CALIFORNIA, IN AND FOR 
THE CITY AND COUNTY OF SAN FRANCISCO 


CHARLES MONSON, PLAINTIFF, v. HELEN LOUISE THOMAS, WALTER 
TOWNE, MRS, LEE J. FRANCIS, LEE J. FRANCIS, FIRST DOE, SECOND 
DOE, THIRD DOE, FOURTH DOE, AND FIFTH DOE, DEFENDANTS. NO. 
187493. EXTRA SESSION NO. 1 


Order appointing receiver 


The motion of the plaintiff above named for appointment of a 
receiver came up regularly to be heard on this 27th day of October 
1927, before the above-entitled court, Hon. Harold Louderback, 
judge, presiding therein, and it appearing that this is a proper 
case for said order, it is hereby 

Ordered that W. S. Leake be, and he is hereby, appointed re- 
ceiver to take possession of that certain apartment house and 
apartment-house business, consisting of the three upper floors, 
and all store rooms, and basement, and other equipment 
thereof, situated at the northwesterly corner of Seventh Avenue 
and K Street, city and county of San Francisco, State of California, 
and known and designated as “No. 1495 Seventh Avenue”, to- 
gether with all the property appertaining thereto, and to continue 
the business thereof and to have power to collect and sue for any 
and all rentals accrued or accruing thereto, and to do any and all 
other acts that he may deem necessary in the course of and for 
the best interest of said business, and to sell the said business and 
the whole thereof, and he shall be vested with all the usual powers 
and rights of receivers appointed by this court. 

It is further ordered that said W. S. Leake, upon taking the 
oath of said receivership, shall forthwith give a surety bond in the 
usual form in the sum of $1,000, and that plaintiff herein shall 
give bond in favor of the defendant, Mrs. Lee J. Francis, in the 
sum of $3,000, to the effect that the plaintiff will pay to the 
defendant, Mrs. Lee J. Francis, all damages she may sustain by 
reason of the appointment of such receiver, and the entry by him | 
upon his duties, in case the plaintiff shall have procured such 
appointment wrongfully, maliciously, or without sufficient cause. 

Done in open court this 27th day of October 1927. 

HAROLD LOUDERBACK, 
Judge of the Superior Court. 
(Endorsed:) Filed October 27, 1927. 
H, I. Mutcrevy, Clerk. 
By E. R. Green, Deputy Clerk. 
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STATE or CALIFORNIA, 
City and County of San Francisco, ss: 

I, H. I. Mulcrevy, county clerk of the city and county of San 
Francisco, State of California, and ex-officio clerk of the superior 
court in and for said city and county, hereby certify the foregoing 
to be a full, true, and correct copy of the original “ order appoint- 
ing receiver” in the above-entitled cause filed in my office on the 
27th day of October A.D. 1927. 

Attest my hand and seal of said court this 6th day of May AD. 


1933 
[sean] H. I. Mutcrevy, Clerk 
By H. BRUNNER, Deputy Clerk. 


USS. Exurerr 12 


In THE SUPERIOR COURT OF THE STATE OF CALIFORNIA, IN AND FOR 
THE CITY AND COUNTY OF SAN FRANCISCO 


SAMUEL GERSON AND LOUIS FRIEDMAN, PLAINTIFFS, v. ANNA FARRISEE, 
DEFENDANT. NO. 188200, EXTRA SESSION No. 1 


Order appointing receiver 


Upon reading and filing the verified complaint of Samuel Gerson 
and Louis Friedman in the above-entitled action, and it appearing 
therefrom to the satisfaction of this court that this is a proper 
case to appoint a receiver, for the purpose and with the powers 
hereinafter mentioned, 

It is ordered and decreed that W. S. Leake be, and he is hereby, 
appointed receiver in the above-entitled action, to collect all 
rentals due and to become due to the above-named defendant 
from the subtenants occupying apartments in that certain apart- 
ment house known as No. 805 Bush- Street, contained in that 
certain building at the southwest corner of Bush and Mason 
Streets, in said city and county of San Francisco, pending the 
trial of, and judgment in this action, and the further order of the 
court herein; and that out of said moneys so collected said re- 
ceiver shall pay any and all expenses necessarily and properly 
incurred in the operation and conduct of said apartment house, 
and due and payable, and that the surplus of said moneys shall 
be by said receiver held subject to the order of this court. 

That before entering upon the duties of said trust the said 
receiver shall execute an unde in the amount of $1,500, with 
two sufficient sureties to be approved by this court, to the effect 
that he will faithfully discharge the duties of receiver in the 
above-entitled action and obey the orders of the court herein, 
and must be sworn by the clerk of this court to perform his duties 
faithfully; and that prior to this order becoming operative the 
above-named plaintiffs, Samuel Gerson and Louis Friedman, shall 
execute an undertaking in the amount of $3,000 with two sufficient 
sureties to the above-named defendant Anna Farrisee, to the effect 
that said Samuel Gerson and Louis Friedman will pay to said de- 
fendant all damages she may sustain by reason of the appointment 
of said receiver and the entry by him upon his duties in case the 
said plaintiffs shall have procured such appointment wrongfully, 
maliciously, or without sufficient cause. 

It is further adjudged and decreed that the said defendant, 
Anna Farrisee, be, and she hereby is, enjoined and restrained 
from the date hereof until the further order of this court from col- 
lecting or receiving, personally or through her agent or employee 
or interfering with the collection and receipt by said receiver, of 
such rentals from any of said subtenants. 

Order made this 8th day of November 1927. 

HAROLD LOUDERBACK, Judge. 

(Endorsed:) Filed November 8, 1927. 

H. I. MuLcsevy, Clerk. 
By H. Brunner, Deputy Clerk. 


IN THE SUPERIOR COURT OF THE STATE OF CALIFORNIA, IN AND FOR 
THE CITY AND COUNTY OF SAN FRANCISCO 


SAMUEL GERSON AND LOUIS FRIEDMAN, PLAINTIFFS, v. ANNA FARRISEE, 
DEFENDANT. No. 188200. EXTRA SESSION No. 1 


Oath of receiver 


STATE oF CALIFORNIA, 
City and County of San Francisco, ss: 

W. S. Leake, being first duly sworn, deposes and says: 

That he is the person who was appointed by order of this court 
dated the 8th day of November 1927, receiver in the above- 
entitled action now pending in said court and that he will faith- 
fully discharge the duties of said receiver in said action and obey 
the orders of the court; so help him God, 


W. S. LEAKE. 
Subscribed and sworn to before me, this 9th day of November 


1927. 
[SEAL] J. J. KERRIGAN, 
Notary Public in and jor the City and County 
of San Francisco, State of California. 
(Endorsed:) Filed November 9, 1927. 
H. I. Mor cnxvr, Clerk. 
By E. R. Green, Deputy Clerk. 
STATE OF CALIFORNIA, 
City and County of San Francisco, ss: 

I, H. I. Mulcrevy, county clerk of the city and county of San 
Francisco, State of California, and ex-officio clerk of the superior 
court in and for said city and county, hereby certify the foregoing 
to be a full, true, and correct copy of the original order appoint- 
ing receiver and oath of receiver in the above-entitled cause on 
file in my office on the 6th day of May A.D. 1933. 
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Attest my hand and seal of said court this 6th day of May AD. 


1933. 
Isar! H. I. Motcrevy, Clerk. 
By H. Brunner, Deputy Clerk. 


USS. Exum 13 


In THE SUPERIOR Court oF THE STATE OF CALIFORNIA, IN AND FOR 
THE CITY AND COUNTY OF SAN FRANCISCO 


CHARLES MONSON, PLAINTIFF, v. HELEN LOUISE THOMAS ET AL., DE- 
FENDANTS, NO. 187498. EXTRA SESSION NO. 1 


Recelver's report 


W. S. Leake, the receiver appointed by the above-entitled court 
in the above-entitled action, hereby makes his report, as follows: 
That he is chargable with the following items: 


RECEIPTS 
M a ees — $237.50 
1 — — — . o SAE 
—: — .. een) 
— V,... ĩ . 
868. 50 
E 
DISBURSEMENTS 

Check No. 1, Nov. 14. Mrs. J. W. Bacon, housekeeper, sun- 
U ee a A a AE 
3, 14. 7 31. 64 
2. F 2 ie a A a aa ee da FS 
4, TTT . 
5, 23. Shell Oil Co., fuel ol. 62.00 
6, 25. Court costs as per stipulation_.....06 31.00 
7. 25. Premium on bonds, per stipulation. 25. 00 
8, 25. Mrs. J. W. Bacon, sundries . 30. 84 
9. Sehengeee 20:00; 
W . 230.00 
S —— 


Norg.— Gas and electric charges have not been paid, but have 
been assumed by the defendant. 


RECAPITULATION 


Balance\ion n...... a a 6688; 80 
Receiver’s fees, Oct. 27-Nov. 23 (28 days, at $10 per day) 280.00 


Balance on hand to be turned over to defendants, as per 
stipulation, subject to payment of gas and electric serv- 


!!!.... ee ee Ls eh E Bt 


W. S. LEAKE, Receiver. 
It is hereby stipulated that the above account is correct and 
may be approved, allowed, and settled by the court. 
THEODORE L. BRESLAUER, 
Attorney for Plaintif. 
GERA D T. HaLsEY & F. T. LEO, 
Attorneys for Defendant. 
November 29, 1927. The account is hereby approved, settled, 
and allowed. 
Dated November 30, 1927. 


HAROLD LOUDERBACK, 
Judge of the Superior Court. 
(Endorsed:) Filed November 30, 1927. 
H. I. Motcrevy, Clerk. 
By H. Brunner, Deputy Clerk. 
STATE oF 


CALIFORNIA, 
City and County of San Francisco, ss: 

I, H. I. Mulerevy, county clerk of the city and county of San, 
Francisco, State of California, and ex-officio clerk of the superior, 
court in and for said city and county, hereby certify the foregoing. 
to be a full, true, and correct copy of the original receivers report’ 
in the above-entitled cause, filed in my office on the 30th day 
of November A.D. 1927. 

Attest my hand and seal of said court this 6th day of May 


AD. 1933. 
[SEAL] H. I. Mutcrevy, Clerk. 
By H. Brunner, Deputy Clerk, 


USS. Exam 14 
In THE SUPERIOR COURT or THE STATE or CALIFORNIA IN AND FOR THE 
CITY AND County or SAN FRANCISCO 
A. W. JOHNSON AND GRACE P, JOHNSON, HIS WIFE, PLAINTIFFS, v. 
FRANK P, CRAIG AND HATTIE B. CRAIG, HIS WIFE, DEFENDANTS. NO, 
189245. EXTRA SESSION NO. 1 
Oath of receiver 
STATE or CALIFORNIA, 
City and County of San Francisco, ss: 
I, W. S. Leake, do solemnly swear that I will support the Con< 
stitution of the United States and the Constitution of the State 
of California, and that I will faithfully discharge the duties of 


, receiver in the above-entitled action and obey the orders of the 
e- entitled 


aboy court. 


W. S. LEAKE, 


1933 
Subscribed and sworn to before me this 8th day of December 


1927. 
SEAL] ETTA LAIDLAW, 
Notary Public in and for the City and County of San 
Francisco, State of California. 
My commission expires June 14, 1929. 
(Endorsed:) Filed December 8, 1927. 
H. I. Murcnxvr, Clerk. 
By E. R. Green, Deputy Clerk. 
| IN THE SUPERIOR COURT OF THE STATE OF CALIFORNIA IN AND FOR THE 
CITY AND County or SAN FRANCISCO 


A. W. JOHNSON AND GRACE P. JOHNSON, HIS WIFE, PLAINTIFFS, v. 
FRANK P. CRAIG AND HATTIE B. CRAIG, HIS WIFE, DEFENDANTS. NO. 
189245. DEPARTMENT NO. 11 


Order settling and allowing first and final account of receiver and 
discharging receiver 


W. S. Leake, the receiver in the above-entitled matter, hereto- 
fore, by order of the above-entitled court, duly given and made 
herein, duly appointed as such receiver, having heretofore filed 
herein his first and final report and account as such receiver, to- 
gether with his application for allowance for receiver’s compensa- 
tion for services rendered and for an allowance with which to pay 
counsel fees incurred by him, and his petition for discharge as 
such receiver, and the matter coming on duly and regularly for 
hearing before this court on this 14th day of January 1928, after 
having been duly and regularly continued from January 13, 1928; 
and 

It appearing that due notice of the hearing of said applications 
and of said account and report has been duly given to all persons 
who have appeared herein in accordance with law and the order 
of this court; and 

It further appearing that said receiver performed services as 
such during the period commencing December 8, 1927, and ending 
January 9, 1928, inclusive, being a period of 33 days, and that in 
connection with such services it was necessary for said receiver to 
consult and hire attorneys to represent him in performance of his 
trust; and 

It further appearing that judgment in the above-entitled matter 
was duly entered in the above-entitled matter in favor of the 
plaintiffs and against the defendants terminating the lease on 
the 3lst day of December 1927; and 

It further appearing that the receiver herein has collected the 
sum of $907.77 total rentals, of which amount the sum of $317.50 
was collected by him as rental for the period subsequent to De- 
cember 31, 1927, the date of termination of said lease aforesaid, 
leaving a balance of $590.27 collected by said receiver for the 
account of defendants herein, and that out of said sums said 
receiver has expended the sum of $246.87 as necessary disburse- 
ments for the proper management of said Clinton Court Apart- 
ments, being the property involved, leaving a balance in the hands 
of said receiver for the account of said defendants amounting to 
the sum of $343.40, plus the sum of $317.50, which he is holding 
for the account of plaintiffs aforesaid; and 

It further appearing that all of the statements, allegations, and 
accounts contained in said first and final account and report of 
said receiver are, and each of them is, true and correct and fully 
sustained by the evidence adduced; and 

It further appearing that possession of the premises has been 
turned over to the plaintiffs herein and that there is no longer 
any necessity for main a receiver in on thereof, 
and that the duties and responsibilities of said receiver termi- 
nated on January 9, 1928. 

A howe therefore, it is hereby ordered, adjudged, and decreed as 
ollows: 

That due and legal notice of the hearing of said report and 
account of said receiver was given in all respects in accordance 
with law and the order of this court; 

That the application of said receiver for compensation for serv- 
ices rendered for the period commencing December 8, 1927, and 
ending January 9, 1928, be, and the same is hereby, granted, and 
the said W. S. Leake, as such receiver, is hereby allowed the sum 
of $10 per day, or a total of $330, for his services as such receiver 
for said period; 

That application of said receiver for an allowance for attorney's 
fees incurred by him be, and the same is hereby, granted at the 
sum of $50, and said receiver be, and he is hereby, allowed said 
additional sum of $50 with which to pay Messrs, Haswell & Leo for 
said legal services particularly itemized in said report; 

That said receiver collected the sum of $590.27 for the account 
of defendants, less the sum of $246.87 necessarily expended by him, 
leaving a balance of $343.40; that said allowance as receiver's 
compensation hereinbefore mentioned and said allowance for at- 
torney's fees aforesaid and said disbursements as set forth in said 
account, amounting to the sum of $246.87, be charged to the 
defendants herein, and that the deficiency of $36.60, being the 
difference between the amount of said disbursements and said 
receipts for the account of said defendants, be added to the judg- 
ment in favor of the plaintiffs herein and against said defendants; 

That the balance of cash on hand as shown by said report, 
amounting to the sum of $606.90, less the allowance herein au- 
thorized for receiver's compensation and attorney’s fees, be paid 
to the plaintiffs herein without any accounting to defendants or 
without any credit to defendants upon the judgment heretofore 
rendered herein; 

That said W. S. Leake as such receiver, upon payment to plain- 
tiffs herein of said balance, amounting to the sum of $280.90, be, 
and he is hereby, discharged as such receiver. 
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Done in open court this 14th day of January 1928. 
cares LOUDERBACK, 
Judge of Superior Court. 
(Endorsed:) Filed January 13, 1928. 
H. I. MoLcrevY, Clerk, 

By Henzy Basten, Deputy Clerk. 

In THE SUPERIOR COURT OF THE STATE OF CALIFORNIA, IN AND FOR 
THE CITY AND COUNTY or SAN Francisco 


4. W. JOHNSON AND GRACE P., JOHNSON, HIS WIFE, PLAINTIFFS, v. 
FRANK P, CRAIG AND HATTIE B. CRAIG, HIS WIFE, DEFENDANTS. NO, 
189245, EXTRA SESSION No. 1 

Order appointing receiver 

The motion of the plaintiffs herein for the appointment of a 
receiver to take charge of the premises described in the complaint 
on file in this action coming on before this court on the 7th day 
of December 1927, and it duly appearing that the defendants 
herein are lessees under a lease dated October 25, 1923, which lease 
was transferred to the plaintiffs herein on or about the 31st day 
of January 1927; and 

It appearing that the defendants herein have defaulted in the 
payment of the rental due under said lease and remain in posses- 
sion of the demised premises, after the expiration of 3 days suc- 
ceeding the service upon them of a notice directing them to either 
pay the rent so in default within a period of 3 days after such 
date of service or to surrender possession of said premises; and 

It appearing that this matter is within the exclusive original 
jurisdiction of this court and that the amount of the monthly 
rental of said property, in accordance with the terms of said lease, 
is the sum of $1,000; and 

It further appearing that the premises so leased as aforesaid 
constitute that certain building situate on the southwest corner 
of Stockton and California Streets, in San Francisco, said premises 
being known as the “Clinton Court Apartments"; and 

It further appearing that upon the 7th day of December 1927 
the plaintiffs herein by their verified complaint have commenced 
an action in unlawful detainer to recover possession of said prem- 
ises and cancel and forfeit said lease; and 

It further appearing that said overdue rental has not been 
paid to plaintiffs, or either of them, and that the same is still 
due, owing, and unpald; 

Now, therefore, be it, and it is hereby, ordered that W, S. Leake 
be, and he is hereby, appointed receiver to take charge of said 
demised premises and to collect the rents, issues, profits, and 
income thereof upon his taking the oath required by law and upon 
giving an undertaking in the amount of $1,000, to the effect that 
he will faithfully discharge the duties of receiver in the action 
and obey the orders of the court therein, and upon the plaintiffs 
1 an undertaking, in the amount of $3,000, to the effect 
that plaintiffs will pay to the defendants all damages they may 
sustain by reason of the appointment of such receiver and the 
entry by him upon his duties in case plaintiffs shall have procured 
such appointment wrongfully, maliciously, or without sufficient 
cause, 

Done in open court this 7th day of December 1927. 

HAROLD LOUDERBACK, Judge. 


(Endorsed:) Filed December 8, 1927. 
H. I. Mutcrevy, Clerk, 
By E. R. Green, Deputy Clerk. 
STATE or C. 


ALIFORNIA, 
City and County of San Francisco, ss: 

I, H. I. Mulcrevy, county clerk of the city and county of San 
Francisco, State of California, and ex officio clerk of the superior 
court in and for said city and county, hereby certify the foregoing 
to be a full, true, and correct copy of the original oath of receiver, 
order settling, etc., and order appointing receiver in the ahove- 
entitled cause on file in my office on the 6th day of May A.D. 1933. 
seal of said court this 6th day of May 


H. I. Motcrevy, Clerk, 
By H. BENNETT, Deputy Clerk. 


USS. Exutsrr 15 


San Francisco, CALIF. 
December 21, 1927. 


ESTATE OF HOWARD BRICKELL, DECEASED, TO W. S, LEAKE 


For services in appraising estate of Howard Brickell, deceased, 
$500, 

Received of Crocker First Federal Trust Co., the sum of five 
hundred and ™/, dollars ($500.00), in full payment of the above 


account. 
(Sign here) W. S. LEAKE. 
December 21, 1927. 
Please receipt and return to Crocker First Federal Trust Co. 


San Francisco, Calif. 
OFFICE OF THE COUNTY CLERK 
OF THE CITY AND COUNTY OF SAN FRANCISCO. 


I, H. I. Mulcrevy, county clerk of the city and county of San 
Francisco, and ex officio clerk of the superior court thereof, do 
hereby certify the foregoing to be a full, true, and correct copy of 
the voucher no. 75 in the matter of the estate of Howard Brickell, 
deceased, now on file and of record in my office. 

Witness my hand and seal of said court this 2d day of May, 
AD. 1933. 

ISEALI H. I. Mutcrevy, County Clerk. 

By S. I. Hucuxs, Deputy County Clerk. 
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USS. Exner 16 à 


IN THE SUPERIOR COURT OF THE STATE OF CALIFORNIA IN AND For 
THE CITY AND COUNTY OF SAN FRANCISCO 


EDWARD DRELLER, PLAINTIFF, v. SIGMUND J. JANUS, BERNARD T. TOUREY, 
CRYSTAL LAUNDRY CO., A CORPORATION; UNITED SERVICE CORPORA- 
TION, A CORPORATION; J. N. KELLEY, R. J. DONOHUE, FIRST DOE, 
SECOND DOE, THIRD DOE, AND FOURTH DOE, DEFENDANTS. NO. 
DEPT. — 


Order appointing receiver 

The plaintiff in the above-entitled action having commenced 
an action in the superior court of the State of California, in and 
for the city and county of San Francisco, the above-named 
defendants, praying that a receiver be appointed to take charge 
of the property, as more particularly set forth in those certain 
lee in the complaint mentioned, to which reference is hereby 
made; 

Now, on reading and filing the complaint in such action, duly 
verified by the oath of the said plaintiff, and it satisfactorily ap- 
pearing to me that it is a proper case for the appointment of a 
receiver; 

It is ordered that W. S. Leake be, and he is hereby, appointed a 
receiver to take charge of the business now being conducted by 
the defendant, Crystal Laundry Co., a corporation, in the city and 
county of San Francisco, and to conduct said business and to 
preserve the assets thereof, until the further order of this court; 
and this court having required upon the making of said applica- 
tion, that the plaintiff execute to the defendants a bond in the 
sum of $5,000, and the bond haying been duly given by the 
ee as required by law, and approved by me and filed in this 
action; 

It is further ordered that said receiver, before entering upon 
the discharge of his duties, give a bond, as required by law, in 
the sum of $500. 

Done in open court this 30th day of December 1927. 

HAROLD LOUDERBACK, 
Judge of the Superior Court. 
(Endorsed:) Filed December 31, 1927. 
H. I. Mutcrevr, Clerk. 
By E. R. Grzen, Deputy Clerk. 
STATE OF CALIFORNIA 


City and County of San Francisco, ss: 

I, H. I. Mulcrevy, county clerk of the city and county of San 
Francisco, State of California, and ex officio clerk of the superior 
court, in and for said city and county, hereby certify the fore- 
going to be a full, true, and correct copy of the original order 
appointing receiver in the above-entitled cause, filed in my office 
on the 31st day of December A.D. 1927. 

Attest my hand and seal of said court this 6th day of May 


AD. 1933. 
H. I. Mvrcnxvr, Clerk. 
By H. BRUNNER, Deputy Clerk. 


USS. Exum 17 


San FRANCISCO, CALIF., 
December 21, 1927. 


ESTATE OF HOWARD BRICKELL, DECEASED, TO d. H. GILBERT 
For services as appraiser of estate of Howard Brickell, de- 
a E AEE E S S E S ee $500 
Received of Crocker First Federal Trust Co. the sum of $500 in 
full payment of the above account. 
G. H. GILBERT. 


December 21, 1927. 

Please receipt and return to Crocker First Federal Trust Co. 
San Francisco, Calif. 
OFFICE OF THE COUNTY CLERK OF THE CITY AND COUNTY OF SAN 

FRANCISCO 

I, H. I. Mulcrevy, county clerk of the city and county of San 
Francisco, and ex officio clerk of the superior court thereof, do 
hereby certify the foregoing to be a full, true, and correct copy of 
the voucher no. 76, in the matter of the estate of Howard Brickell, 
deceased, now on file and of record in my office. 

Witness my hand and the seal of said court this 2d day of May 


A.D, 1933. 
[SEAL] H. I. MuLcrEvY, County Clerk. 
By S. I. HucHes, Deputy County Clerk. 


USS. Exurerr 18 


In THE UNITED STATES DISTRICT COURT FoR THE NORTHERN DISTRICT 
OF CALIFORNIA, SOUTHERN DIVISION 


WAUKESHA MOTOR CO. (A CORPORATION ORGANIZED AND EXISTING UNDER 
AND BY VIRTUE OF THE LAWS OF THE STATE OF WISCONSIN), COM- 
PLAINANT, v. FAGEOL MOTORS CO. (A CORPORATION ORGANIZED AND 
EXISTING UNDER AND BY VIRTUE OF THE LAWS OF THE STATE OF 
CALIFORNIA) AND PAGEOL MOTORS SALES CO. (A CORPORATION ORGAN- 
IZED AND EXISTING UNDER AND BY VIRTUE OF THE LAWS OF THE STATE 
OF CALIFORNIA), DEFENDANTS. IN EQUITY NO. 3191 

Bill of complaint 

To the Honorable the District Court of the United States for the 
Northern District of California, Southern Division: 
Waukesha Motor Co., a corporation duly organized and existing 

under and by virtue of the laws of the State of Wisconsin and a 

citizen of that State, brings this, its bill of complaint, on its 


[SEAL] 
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behalf and on behalf of all other creditors of Fageol Motors Co 
a corporation organized and existing under and by 
laws of the State of California, and Fageol Motors 
corporation organized and existing under and by virtue of the laws 
of the State of California, and citizens of said State, 
upon your orator alleges as follows: 

First. That your orator is a co duly organized 
existing under and by virtue of the laws of the State of Wisconsin 
and a citizen of said State. 

Second, That each of the defendants is a corporation duly 
organized and existing under and by virtue of the laws of the 
State of California, and that each of them is a citizen of the 
State of California; each of said defendants haying its principal 
place of business within the northern district of the State of 
California. 

Third. That the defendant, Fageol Motors Co., a corporation, is 
engaged in the business of manufacturing and selling motor trucks 
and busses and parts therefor, and the defendant Fageol Motors 
Sales Co., a corporation, is engaged in the business of selling and 
distributing motor trucks and busses. 

Fourth. That Fageol Motors Sales Co., a corporation, had at all 
times herein mentioned and now has an authorized capital stock 
of $10,000, divided into 100 shares of the par value of $100 each; 
that all of said shares are now issued and outstanding; that all of 
the stock of said Fageol Motors Sales Co. is owned and held by the 
defendant Fageol Motors Co.; that 997 shares thereof stand in the 
name of Fageol Motors Co.; that the remaining 3 shares stand 
in the name of 3 qualifying directors, but the beneficial right, 
title, and interest therein and thereto is vested in the defendant 
Fageol Motors Co.; that the said Fageol Motors Sales Co. is a 
wholly owned subsidiary of Fageol Motors Co. and is used and 
operated as an agency for the transaction of a certain branch of 
the business of Fageol Motors Co., to wit, the sale and distribution 
of certain trucks and busses. 

That the defendant Fageol Motors Co. has transferred, loaned, 
and advanced to the defendant Fageol Motors Sales Co. from time 
to time large sums of money and other assets indiscriminately 
and without adequate security or protection as if the said two 
corporations were in fact one; that defendant Fageol Motors Co. 
has continuously, since the formation and organization of the 
defendant Fageol Motors Sales Co., issued and published a con- 
solidated balance sheet, in which all of the assets and liabilities of 
both the defendant corporations were mingled together indis- 
criminately without segregation or classification as to ownership, 
and with recognition of and showing identity of interest and 
liability. 

That the corporate entity of defendant Fageol Motors Sales Co. 
should be disregarded and the assets and liabilities of said Fageol 
Motors Sales Co. should be deemed and considered the assets and 
liabilities of defendant Fageol Motors Co, 

Fifth. That the assets of the defendants consist of cash in bank, 
notes and trade acceptances receivable, accounts receivable, inven- 
tories of parts and raw materials and new and used trucks and 
busses, real estate and buildings, machinery, and fixtures of an 
aggregate value of upward of $2,000,000 if liquidated in the usual 
and ordinary course of the company’s business. 

Sixth. That within 2 years last passed defendants became in- 
debted to your orator upon an open book account for goods, wares, 
and merchandise to the reasonable value of $22,734.49, sold and 
delivered by your orator to the defendants at defendants’ special 
instance and request; that no part of said sum has been paid; that 
in addition thereto the defendants are indebted to your orator in 
the sum of $15,000 principal and $300 interest upon a promissory 
note executed and delivered to your orator by the defendant, 
Fageol Motors Co., dated October 19, 1931, bearing interest at the 
rate of 6 percent per annum, maturing on January 12, 1932; that 
no part of said principal or interest has been paid; that, further- 
more, defendants are indebted to your orator upon a promissory 
note executed by the defendant, Fageol Motors Co., maturing on 
the 4th day of March 1932 in the principal sum of $54,459.77; that 
no part of said sum has been paid; that demand has been made 
by your orator of defendants for the payment of the first two sums 
hereinabove referred to, but payment thereof has been refused. 

Seventh. That the defendants are indebted to your orator and 
other creditors for moneys borrowed and for merchandise pur- 
chased and delivered to them in a sum in excess of the sum of 
$935,000, of which said amount the sum of $375,000 is se- 
cured by a certain contract dated October 31, 1925, between the 
defendant Fageol Motors Co. and The Fageol Motors Co., a cor- 
poration, of Ohio; that the said $375,000 is evidenced by the 
614 percent sinking fund debenture bonds of the defendant Fageol 
Motors Co. dated February 1, 1928; that in addition to the fore- 
going indebtedness the said defendants have a contingent liability, 
the exact amount of which is unknown to your orator, upon con- 
ditional sale contracts covering the sale on the installment plan of 
trucks and ‘busses, which contracts are unconditionally guaranteed 
by the said defendants, and have heretofore been sold, discounted, 
and/or hypothecated with banks and finance companies. 

Eighth. That the defendants are at the present time without 
funds sufficient to meet their present obligations or their obliga- 
tions due or shortly to mature, although if the assets of the com- 

es can be liquidated in the usual and ordinary course of the 
defendants’ business, and under proper management, their assets 
will be more than sufficient to cover all of their lawful obligations. 

Ninth. That certain of the creditors of the defendants are press- 
ing their claims for payment; that one of them has instituted suit 
against the defendants for a claim upward of $40,000, which 
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said creditor has levied an attachment against the real estate and 
plant of the defendants located in the city of Oakland, county of 
Alameda, State of California; that other creditors have threatened 
to and will, unless otherwise restrained by this honorable court, 
file actions and levy attachments against the property and assets 
of the defendants; that any such further actions on the part of 
creditors will, as your orator believes, result in judgments, attach- 
ments, executions, and seizures by sheriffs and other like officers 
and forced sales of the property and assets of the defendants at 
less than the fair value thereof; and that, as a n conse- 
quence thereof, defendants will be compelled to cease the conduct 
of said business and their assets will be dissipated and sacrificed 
and there may not be realized an amount sufficient to pay the 
creditors of defendants in full, and that such action on the part 
of such creditors will cause great and irreparable loss and injury 
to the defendants and their creditors, including your orator. 

Tenth. That the defendants are of a large and varied 
stock of new and used trucks and busses, both completed and 
uncompleted, raw materials, and machinery, located at its factory 
in the city of Oakland, county of Alameda, State of California, and 
elsewhere; that this large stock of merchandise, parts, and ma- 
terials if forced onto sale in bulk will necessarily bə sacrificed 
for a small portion of its real value; and that a forced sale of the 
real property, plant, and equipment of the defendants would bring 
only a small fraction of the real value thereof, whereas if the 
business can be continued free from interruption and seizure 
under judgments, the said stock of merchandise, parts, and raw 
materials can be liquidated at its fair market value and the 
defendants enabled to discharge their obligations. 

Eleventh. That if the defendants’ assets are not taken into 
judicial custody, actions at law will be instituted by some of the 
creditors who are pressing for payment of their claims, and 
through such actions such creditors will obtain judgments and 
executions, and inequitable preference as against your orator and 
other creditors of the defendants will result. Likewise, unless the 
assets of the defendants are administered by a court of equity 
and all actions and proceedings of law, including executions, 
attachments, and other proceedings enjoined, your orator feels 
that the defendants will be subjected to a multiplicity of suits, 
which will result in an interruption of their business and a conse- 
quent serious dissipation of their assets. 

Twelfth. That in order that the property of the defendants may 
be preserved for equitable distribution among those entitled 
thereto, your orator believes that this honorable court should 
intervene and appoint a receiver to take charge of all of the assets 
of the defendants, who shall conduct, manage, and administer the 
same under the power to be conferred upon him in the proposed 
decree herewith submitted. 

Thirteenth. Your orator shows that the amount of the contro- 
versy in this action is in excess of $3,000, exclusive of interest and 
costs. 

Fourteenth. That your orator has no plain, speedy, adequate, or 
any remedy in the ordinary course of law. 

Inasmuch, therefore, as your orator has no plain, speedy, ade- 
quate, or any remedy at law, and can have relief only in equity, 
your orator files this bill of complaint on behalf of itself and 
other creditors of the defendant who may thereafter join herein 
and prays for equitable relief as follows: 

1. That this honorable court will administer all the properties, 
assets and effects, rights, and business belonging to the defend- 
ant, and will adjudicate, enforce, adjust, and determine the rights, 
equities, and claims of all the creditors of the defendants, in- 
cluding the claim of your orator. 

2. That this honorable court will forthwith appoint a receiver 
or receivers of all and singular the property of the defendants, 
of whatsoever nature, with full power to take into thelr posses- 
sion, hold, and manage the same under the direction of this court, 
with such powers as this court may from time to time grant; 
to continue the business in his or their discretion; to bring suit 
for, collect, receive, and take into their possession all the prop- 
erty and assets of defendant, including books, records, vouchers, 
checks, moneys, real estate, and all other property, real, personal, 
and mixed; to institute, prosecute, become parties to, intervene 
in, compromise, or defend any actions at law or in equity or 
under any statute for the recovery, protection, and maintenance 
of any of the assets or properties of defendant as they may deem 
necessary or proper, including the institution and prosecution of 
any such ancilliary proceedings as they may deem advisable; to 
settle, collect, compound, adjust, or make allowance upon any 
debts that may be due or owing to the defendant as they may 
deem proper; to pay any such claims or wages, or otherwise, as 
may have priority; and, in general, with all the usual powers of 
receivers in such cases. 

3. That the officers, managers, employees, creditors, and stock- 
holders of the defendant, and all other persons, firms, and cor- 
porations be required forthwith to transfer, convey, and deliver 
up to such receiver or receivers possession of all property of the 
defendant wheresoever situate. 

4. That all persons, firms, and corporations be enjoined from 
instituting, commencing, prosecuting, or continuing the prosecu- 
tion of any actions, suits, or proceedings at law or in equity or 
under any statute against defendant, or from levying or serving 
any attachments or executions or other processes upon the de- 
fendant or upon or against any of the property of the said 
defendant. save and except the filing of mechanic's or other 
statutory liens, and generally that all persons, firms, and cor- 
porations be enjoined from doing any act to interfere with said 
receivers in their possession of the property af defendant. 
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5. That a writ of injunction issue out of and under the seal 
of this honorable court or issue by one of your honors directing, 
enjoining, and restraining defendant and its officers, directors, 
agents, and employees and all other persons whatsoever from in- 
terfering with, transferring, selling, or disposing of any of the 
property of said defendant. : 

6. That this honorable court will grant a writ of subpena under 
the seal of this honorable court, directed to defendant and com- 
manding it on a date certain therein named, before this honora- 
ble court, to answer (but not under oath, answer by oath being 
expressly waived) all and any of premises and to stand by, per- 
form, and abide by such orders and decrees as may be made by 
this honorable court. 

7. That a decree appointing a receiver or receivers of the prop- 
erty of the defendant and granting the relief prayed for in this 
bill of complaint may be granted by this honorable court in the 
form herewith submitted. 

8. That at such time as may be found just and proper the 
properties of the defendant may be ordered to be sold, in whole 
or in part, for cash or on credit, in such manner and upon such 
conditions as this court may deem just and equitable, and 
that any such decree of sale shall make proper and equitable pro- 
vision for the preservation of all equities, rights, properties, claims, 
and liens of all creditors and shall provide for the sale of the 
property of the defendant subject to or free of liens and encum- 
brances, in whole or in part, as this court may direct, and that 
the proceeds of any such sale be distributed among those entitled 
thereto, as this honorable court shall adjudicate, or that the 
properties of the defendant, in whole or in part, may be returned 
to it; and that your orator may have such other and further 
relief in the premises as may be just and equitable, and that 
the defendant may be directed to make such bills of sale, assign- 
ments, transfers, and conveyances of any such property as may 
be directed to be sold by this court. 

9. That such order shall be made by this honorable court, as 
to the service of this bill of complaint and of any order that 
may be made in this suit as may be deemed sufficient and 
proper by this court. 

10. That your orator may have such other and further relief 
as may be just and proper. 

And your orator will ever pray. 

WAUKESHA Motor Co., 
Complainant. 
By H. J. Frame, 

General Attorney. 
L. R. WEINMANN, 
WILLIAM E. LICKING, 
Solicitors for Complainant. 

STATE or CALIFORNIA, 


City and County of San Francisco, ss: 

William E. Licking, being first duly sworn, deposes and says: 
That he is an attorney at law duly admitted and licensed to 
practice in all the courts of the State of California; that he is 
one of the attorneys for the complainant in the above-entitled 
action; that all of the officers of said complainant are out of the 
county of Alameda, State of California, the place where afflant 
has and maintains his offices as such attorney; that for this reason 
affiant makes this verification for and on behalf of said com- 
plainant; that he has read the foregoing bill of complaint and 
knows the contents thereof; that the same is true of his own 
knowledge except as to those matters therein stated on informa- 

tion and belief and as to those matters he believes it to be true. 

WILLIAM E. LICKING. 
Subscribed and sworn to before me this 15th day of February 


A.D. 1932. 
Erra LADLAW, 
Notary Public in and for the City and County of 
San Francisco, State of California. 


USS. Exutsrr 19 
In THE UNITED States DISTRICT COURT IN AND FOR THE NORTHERN 
District OF CALIFORNIA, SOUTHERN DIVISION 

WAUKESHA MOTOR CO. (A CORPORATION ORGANIZED AND EXISTING UNDER 
AND BY VIRTUE OF THE LAWS OF THE STATE OF WISCONSIN), COM- 
PLAINANT, v. FAGEOL MOTORS CO. (A CORPORATION ORGANIZED AND 
EXISTING UNDER AND BY VIRTUE OF THE LAWS OP THE STATE OF 
CALIFORNIA) AND FAGEOL MOTORS SALES CO. (A CORPORATION OR- 
GANIZED AND EXISTING UNDER AND BY VIRTUE OF THE LAWS or THE 
STATE OF CALIFORNIA), DEFENDANTS. IN EQUITY No. 2191 


Answer to bill of complaint 


To the Honorable District Court of the United States in and for 
the Northern District of California, Southern Division: 

Now come the above-named defendants by Bronson, Bronson & 
Slaven, as attorneys, and for answer to the bill of complaint herein, 
or so much thereof as defendant is advised that it is necessary 
or material for it to answer, says: 

First. The allegations and each of them ccntained in the said 
bill of complaint are true. 

Second. The defendants consent to the relief prayed for in the 
bill of complaint. 

Wherefore the defendants pray that the relief prayed for in the 
bill of complaint be granted. 

Dated this 17th day of February 1932. 

Bronson, Bronson & SLAVEN, 
Solicitors jor Defendants, 
Mills Tower, 220 Bush Street, San Francisco, Calif. 


. 
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In THE UNITED STATES DISTRICT Court, NORTHERN DISTRICT or 
CALIFORNIA, SOUTHERN DIVISION 
WAUKESHA MOTOR CO. (A CORPORATION ORGANIZED AND EXISTING UNDER 

AND BY VIRTUE OF THE LAWS OF THE STATE OF WISCONSIN), COM- 

PLAINANT, U. FAGEOL MOTORS CO. (A CORPORATION ORGANIZED AND 

EXISTING UNDER AND BY VIRTUE OF THE LAWS OF THE STATE OF 

CALIFORNIA) AND FAGEOL MOTORS SALES CO. (A CORPORATION ORGAN- 

IZED AND EXISTING UNDER AND BY VIRTUE OF THE LAWS OF THE 

STATE OF CALIFORNIA), DEFENDANTS. IN EQUITY 3191 

Order appointing receiver 

And now on this 15th day of February 1932 this cause came on 
to be heard upon the bill of complaint duly filed herein and the 
answer of the defendants hereto this day likewise filed, and upon 
a motion of the complainant for the appointment of a receiver, 
and after hearing, William E. Licking, representing the complain- 
ant, and after due deliberation, it is adjudged that the com- 
plainant, upon the facts contained in the said bill and upon said 
answer, is entitled to the relief hereby granted; and it is 

On motion of William E. Licking, solicitor for the complainant, 

Ordered, adjudged, and decreed as follows: That G. H. Gilbert 
be, and he is hereby, appointed temporary receiver of the above- 
named defendants and all the property, assets, and effects of said 
defendants or in which the said defendants have any ownership 
or interest, whether such property be real, personal, and/or mixed, 
and of whatsoever kind and description and wheresoever situate 
and of all office furniture, fixtures, books of account, records, and 
other books, papers and accounts, cash on hand or in bank or on 
deposit, things in action, credits, stocks, bonds, securities, shares 
of stock, notes or bills receivable, muniments of title, as well as all 
other property of every character and description whatsoever of 
the defendants; and it is further 

Ordered, adjudged, and decreed that the said receiver be, and 
he is hereby, authorized forthwith to take possession and control 
and custody of all said property, assets, and effects of said de- 
fendants; that said receiver is authorized to do all and any things 
and enter into all or any agreements as may be deemed by him 
necessary or advisable to preserve and protect the said property 
or assets; in his discretion to employ and discharge and to fix the 
compensation of such officers, agents, and employees as may, in 
his Judgment, be necessary or advisable in the administration of 
this estate; and to make such payments and disbursements as 
may be needful or proper in the preservation of the assets of the 
defendants, 

Said receiver is further authorized and empowered to institute, 
prosecute, defend, compromise, adjust, intervene in or become party 
to such suits, actions, or proceedings at law or in equity, includ- 
ing ancillary proceedings in State or Federal courts, as may in his 
judgment be necessary or proper for the protection and preserva- 
tion of the assets of the defendants or the carrying out of the 
terms of this decree; and likewise to defend, compromise, or ad- 
just, or otherwise dispose of all er any suits, actions, or proceed- 
ings now pending in any court by or against the said defendants 
where such prosecution, compromise, defense, or other disposition 
of such suit or action will in the judgment of said receiver be 
advisable or proper for the protection of the assets of the above- 
named defendants, and such receiver is authorized to settle with, 
compromise, collect from, or make allowance to debtors of the 
above-named defendants; to enter into such arrangements, com- 
positions, extension, or otherwise with debtors of the defendants 
as the said receiver may deem advisable; and generally said re- 
ceiver is authorized to do all acts, enter into any agreements, and 
accept, adopt, or abandon any or all contracts as may be deemed 
by such receiver advisable for the protection or preservation of the 
assets of the above-named defendants; and it is further 

Ordered that the bond of the receiver in the sum of $50,000, 
conditioned that he will well and truly perform the duties of his 
office and duly account for all moneys and property which come 
into his hands and abide by and perform all things which he shall 
be directed to do, with sufficient sureties to be approved by a 
judge of this court, be filed with the clerk of this court within 
2 days from the date of this order; and it is further 

Ordered, adjudged, and decreed that said defendants, their offi- 
cers and directors, agents, and employees, and all other persons 
claiming to act by, through, or under, or for said defendants and 
all other persons, firms, and corporations, including creditors of 
the defendants, and including all sheriffs, marshals, constables, 
and their agents and deputies, and all other officers are hereby 
enjoined from transferring, removing, disposing of or attempting 
in any way to remove, transfer, or dispose of or in any way inter- 
fere with any of the properties owned by or in the possession of 
said defendants, and all said persons, firms, and corporations are 
enjoined from doing any act whatsoever to interfere with the pos- 
session and management by said receiver of the properties of the 
defendants, or in any way to interfere with said receiver in the 
discharge of his duties, or to interfere in any way with the admin- 
istration and disposition in this suit of the affairs and properties 
of the defendants, and all creditors of the said defendants are 
hereby enjoined from instituting or prosecuting or continuing the 
prosecution of any pending actions, suits, or proceedings at law or 
in equity, or under any statute, against the said defendants, and 
from levying any attachments, executions, or other processes upon 
or against any of the properties of the said defendants, or from 
taking or attempting to take into their possession any of the 
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80 days from the date of this decree to cause to be mailed to each 
and every creditor of the defendants known to such receiver a 
copy of this order and a notice of a motion to make the receiver- 
ship herein permanent, such to be in a securely sealed 
envelope, postage prepaid, and to be addressed to said creditor at 
the last post-office address known to the said receiver, and such 
service by mail is hereby decreed to be due, timely, sufficient, and 
complete service of notice of this decree and this suit and of 
such notice and all proceedings had or to be had herein and upon 
all such creditors for all purposes; and it is further 

Decreed that all such creditors of the defendants be, and they 
hereby are, directed to file with the receiver or any permanent 
receiver, at such office or place of business as said receiver may 
designate at, within 90 days from the date of this order, a duly 
sworn statement of all or any such claims as they, such creditors, 
may have or assert against the defendants, and such statement 
shall be verified before any officer authorized to administer oaths 
by the laws of the State where said claim is verified, and such 
statements of claims shall, where the same is evidenced by any 
written instrument, have such written instrument attached 
thereto; and it is further 

Decreed that notice of the time and place for the filing of the 
said claim shall be published at least four times before the expira- 
tion of said period of 90 days in the Inter-City Express, a news- 
paper of general circulation published in the city of Oakland, 
county of Alameda, State of California; and it is further 

Decreed that all such creditors as shall fail to file their claims 
with said receiver, as herein provided and within the time fixed, 
shall be debarred from any share of, in, or to the properties of 
the said defendants, and shall not be entitled to receive any share 
thereof or of the proceeds thereof; and it is further 

Decreed that the receiver shall have leave to apply for such 
other or further orders as may to him from time to time seem 
advisable or necessary in the administration of this fund. 

HAROLD LOUDERBACK, 
Judge of the United States District Court. 
FEBRUARY 15, 1932. 


U.S.S. ExRTInIr 21 


In THE SOUTHERN DIVISION OF THE UNITED STATES DISTRICT COURT 
FOR THE NORTHERN DISTRICT OF CALIFORNIA, SOUTHERN DIVISION 


WAUKESHA MOTOR CO., A CORPORATION, PLAINTIFF, v. FAGEOL MOTORS 
CO., A CORPORATION, AND FAGEOL MOTOR SALES CO., A CORPORATION, 
DEFENDANTS. NO. 3191-L IN EQUITY 


Order approving bond of receiver 


This day came G. H. Gilbert, having been heretofore appointed 
receiver herein, and accepted said appointment, and was duly 
sworn, and also presented his bond in the sum of $50,000 with the 
National Surety Co., as surety, which is hereby approved, and 
ordered filed. Said receiver is therefore found to be duly qualified. 

Dated February 17, 1932. 

HAROLD LouDERBACK, 
District Judge. 
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[Central National Bank of Oakland, capital, surplus, and undivided 
profits $3,500,000] 
OAKLAND, CALIF„ May 4, 1932. 
Mr. JOHN WALTON DINKELSPIEL, 
Attorney at Law, San Francisco, Calif. 

Dran Sm: In view of the recent publicity in connection with 
the Fageol Motors Co. receivership, I feel it is only fair that you 
receive this expression of our feelings as to the attitude of your 
office and Mr. G. H. Gilbert thus far in this receivership. 

You both have shown a desire to cooperate, and have cooperated, 
with the creditors to the fullest extent, and I feel that as a result 
of this mutual cooperation a businesslike administration will 
obtain. 


Yours truly, 
Á Jas. A. WAINWRIGHT. 


U.S.S. ExHIBIT 23 
JULY 28, 1932. 
G. H. GILBERT, Esq., 
Fageol Motors Co., Oakland, Cali}. 

Dear Sm: It is my pleasure at this time to acknowledge my 
appreciation for the cooperation extended me as a representative 
of this bank in vhe matter of the Fageol receivership. 

You at all times were willing and did listen to and heed the 
advice and counsel of the writer and other representatives of the 
large creditors. 

I wish you success in any future undertaking, and trust that, 
though your connection with the Fageol Co. is at an end, I may 
have the pleasure of seeing you in the future whenever you have 
occasion to be in Oakland. 

With my kindest well wishes, I am, yours sincerely, 
Jas. A. WAINWRIGHT. 
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In THE SOUTHERN DIVISION OF THE UNITED STATES DISTRICT COURT 
FOR THE NORTHERN DISTRICT oF CALIFORNIA, SECOND DIVISION 


IN THE MATTER OF STEMPEL & COOLEY, A COPARTNERSHIP CONSISTING 
OF EDNA B. STEMPEL, RAY J, STEMPEL, BESSIE COOLEY, AND AARON 
COOLEY, DOING BUSINESS UNDER THE FIRM NAME AND STYLE OF 
STEMPEL & COOLEY, ALLEGED BANKRUPTS. NO. 17807-L IN BANK- 
RUPTCY 

Order appointing receiver 


Upon the petition of A. G. Isaacs verified this 23d day of 
January 1929, and the petition of bankruptcy filed herein against 
the above alleged bankrupts in the office of the clerk of this 
court on the 17th day of January 1929, and upon the bond of 
the petitioning creditor duly filed and approved herewith, and 
it appearing that a subpena has been duly issued against said 
alleged bankrupts as required by law, and the appointment of 
a receiver is absolutely necessary for the preservation of this 
estate, now on motion of Jefferson E. Peyser, Esq., attorney for 
the petitioning creditors herein: 

It is ordered that G. H. Gilbert be, and he hereby is, appointed 
receiver of the property, assets, and effects of the above-named 
alleged bankrupts with all the usual rights and powers thereof 
until the further order of this court in the premises; and it is 
further 

Ordered that the said receiver give a bond to the people of the 
United States in the sum of $5,000, conditioned for the faithful 
discharge of his duties as such receiver prior to entering upon 
his duties hereunder; and it is further 

Ordered, that said alleged bankrupts forthwith deliver to said 
receiver all of their property, assets, and effects now in their pos- 
session or under their control, and the said alleged bankrupts and 
all other persons, firms, corporations, all creditors of the said 
alleged bankrupts, as well as their and each of their attorneys, 
agents, and servants, and all sheriffs, marshals, and other offl- 
cers, deputies and their employees are hereby jointly and sever- 
ally restrained and enjoined from removing, transferring, or other- 
wise interfering with the property, assets, and effects of the above- 
named alleged bankrupts and from prosecuting, executing, or suing 
out of any court any process, attachment, replevin, or other writ 
for the purpose of taking possession, impounding, or interfering 
with any property, assets, or effects of the above-named alleged 
bankrupts and from molesting, disturbing, or interfering with the 
receiver herein appointed in the discharge of his duties. 

Dated January 25, 1929. 

HAROLD LOUDERBACK, Judge. 


U.S.S. Exuisrr 25 


In THE SOUTHERN DIVISION OF THE UNITED STATES DISTRICT COURT 
FOR THE NORTHERN DISTRICT OF CALIFORNIA, SECOND DIVISION 


IN THE MATTER OF STEMPEL & COOLEY, A COPARTNERSHIP CONSISTING 
OF EDNA B, STEMPEL, RAY J. STEMPEL, BESSIE COOLEY, AND AARON 
COOLEY, DOING BUSINESS UNDER THE FIRM NAME AND STYLE OF 
STEMPEL & COOLEY, ALLEGED BANKRUPTS. NO. 17807-L IN BANK- 
RUPTCY 


Order authorizing employment of counsel by receiver 


Upon reading and filing the petition of G. H. Gilbert, receiver in 
the above-entitled matter, dated this day, and good cause appear- 
ing therefor, it is hereby 

Ordered that the said receiver may employ legal counsel In 
connection with his duties as such receiver, and that the firm of 
Keyes & Erskine, attorneys at law, may be employed by said re- 
ceiver as his counsel, and the selection by said receiver and 
appointment herein is hereby confirmed. 

Dated January 28, 1929. 

HAROLD LOUDERBACK, 
Judge of the United States District Court. 


USS. EXHIBIT 26 


In THE SOUTHERN DIVISION OF THE UNITED STATES District Court 
FOR THE NORTHERN DISTRICT or CALIFORNIA, SECOND DIVISION 


IN THE MATTER OF SONORA PHONOGRAPH CO., INC., A CORPORATION, 
ALLEGED BANKRUPT. NO. 18804-L IN BANKRUPTCY 


Order appointing ancillary receivers 


Upon the petition of Arrow-Hart Electric Co. a corporation, 
Harvey Hubbell, Inc., a corporation, and Gavitt Manufacturing Ca., 
a corporation, verified the 18th day of December 1929 praying for 
the appointment of ancillary receivers in bankruptcy in this juris- 
diction, and it appearing that an involuntary petition in bank- 
ruptcy was filed on the 18th day of December 1929 and is now 
pending in the District Court of the United States for the South- 
ern District of New York against the above-named bankrupt, and 
that the Irving Trust Co., a corporation, has been appointed re- 
ceiver, duly qualified, and is now acting as such receiver; that the 
said alleged bankrupt owns and possesses certain property con- 
sisting of goods, wares, and merchandise and fixtures in this State 
and district; that it is absolutely necessary for the preservation of 
this property and in aid of the receiver heretofore appointed in 
said Southern District of New York, that ancillary receivers be 
appointed herein, now, upon motion of Martin J. Dinkelspiel, of 
the firm of Dinkelspiel & Dinkelspiel, attorneys for said peti- 
tioners. 

It is ordered that the prayer of said petition be, and hereby is, 
granted, and Irving Trust Co., a corporation, and G. H. Gilbert 
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be, and they are hereby, appointed ancillary receivers of the above- 
named bankrupt in and for this district, with all the rights and 
powers to carry into force and effect the orders of the original 
court of jurisdiction; and it is further 

Ordered that said receiver, G. H. Gilbert, furnish a bond in 
the sum of $75,000 for the faithful discharge of his duties as 
such receiver; and it is further 

Ordered that said alleged bankrupt forthwith deliver to said 
receivers all of its property, assets, and effects now in its posses- 
sion or under its control, and that said alleged bankrupt, and all 
other persons, firms, corporations, and creditors of said alleged 
bankrupt, as well as their and each of their attorneys, agents, and 
servants, and all sheriffs, marshals, and other officers, deputies, 
and their employees are hereby jointly and severally restrained 
and enjoined from removing, transferring, or otherwise interfering 
with the property, assets, and effects of the above-named alleged 
bankrupt; and from prosecuting, executing, or suing out of any 
court any process, attachment, replevin, or other writ for the 
purpose of taking possession, impounding, or interfering with 
any property, assets, or effects of the above-named alleged bank- 
rupt; and from molesting, disturbing, or interfering with the 
ancillary receivers herein appointed in the discharge of their 
duties. 

Dated December 20, 1929. 

HAROLD LOUDERBACK, 
District Judge. 


USS. Exum 27 


In THE SOUTHERN DIVISION OF THE UNITED States DISTRICT COURT 
FOR THE NORTHERN DISTRICT oF CALIFORNIA, SECOND DIVISION 
IN THE MATTER OF SONORA PHONOGRAPH CO., INC., A CORPORATION, 
ALLEGED BANKRUPT. NO, 18804—L 


Order authorizing ancillary receiver to employ counsel 


The ancillary receiver herein, Guy H. Gilbert, having filed his 
petition for authority to employ counsel at the expense of said 
estate; and 

It appearing satisfactory therefrom for the reasons shown therein 
that it is necessary for said ancillary receiver to employ counsel, 
and the names of the counsel proposed to be employed by this 
ancillary receiver being shown in said petition and the affidavit of 
the proposed counsel being filed herewith: 

It is ordered that said ancillary receiver, Guy H. Gilbert, be, and 
he is hereby, authorized to employ Messrs. Dinkelspiel & Dinkel- 
spiel, attorneys at law, of the city and county of San Francisco, 
State of California, as counsel at the expense of said estate to 
represent him in the matters mentioned in said petition, said 
authority to be effective as of the date of the appointment of the 
ancillary receiver herein. 

Dated December 20, 1929. 

HAROLD LOUDERBACK, 
District Judge. 


U.S. S. EXHIBIT 28 


IN THE SOUTHERN DIVISION OF THE UNITED STATES DISTRICT COURT 
FOR THE NORTHERN DISTRICT OF CALIFORNIA, SECOND DIVISION 


IN THE MATTER OF SONORA PHONOGRAPH CO., INC., A CORPORATION, 
ALLEGED BANKRUPT. NO. 18804—L IN BANKRUPTCY 


Order approving first report and account of ancillary receiver 


The report and account of G. H. Gilbert, ancillary receiver 
herein, having been duly filed and coming on for hearing before 
this court on the 21st day of February 1930; and 

It appearing that no creditors of said alleged bankrupt are 
present or exist within this district, and good cause appearing 
therefor, 

It is hereby ordered, adjudged, and decreed and this court does 
hereby order, adjudge, and decree that the said first report and 
account of said G. H. Gilbert, ancillary receiver herein, be, and 
the same is hereby, approved, and that the petition of said ancil- 
lary receiver for compensation and reimbursement of expenses 
incurred in the administration of the said estate be, and the same 
is hereby, granted. 

Dated February 24, 1930. 

HAROLD LouDERBACK, 
United States District Judge. 


U.S. S. Exutsrr 29 


In THE SOUTHERN DIVISION OF THE UNITED STATES DISTRICT COURT 
FoR THE NORTHERN DISTRICT oF CALIFORNIA, SECOND DIVISION 
IN THE MATTER OF SONORA PHONOGRAPH CO., INC., ALLEGED BANKRUPT, 
No. 18804-L IN BANKRUPTCY 
Order allowing compensation on account to attorneys for 
ancillary receiver 


Upon reading and filing the petition of Dinkelspiel & Dinkel- 
spiel, attorneys for the ancillary receiver herein, heretofore filed, 
and it appearing that notice of the hearing of said petition has 
been duly and properly served in accordance with the order here- 
tofore made by this court on the 29th day of April 1930 and good 
cause appearing: 

It is hereby ordered, adjudged, and decreed, and this court 
does hereby order, adjudge, and decree, that said firm of attor- 
neys as attorneys for said ancillary receiver do receive the sum 
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of $15,000 on account as and for services rendered to said ancil- 
lary receiver and that said G. H. Gilbert, said ancillary receiver 
be and he is hereby authorized to compensate said attorneys on 
account in the aforesaid sum and to reimburse said attorneys 
for those certain expenses incurred by said attormeys for and 
on behalf of said ancillary receiver and said estate, as appears 
more specifically in exhibit B of the petition of said attorneys 
on file herein. 
Done in open court this 17th day of May 1930. 
HAROLD LOUDERBACK, 
United States District Judge. 


USS. Exurrr 30 
In THE SOUTHERN DIVISION OF THE UNITED STATES DISTRICT COURT 
FOR THE NORTHERN DISTRICT OF CALIFORNIA 
IN THE MATTER OF SONORA PHONOGRAPH CO., INC., ALLEGED BANKRUPT 
NO. 18804-L IN BANKRUPTCY 


Order approving second report and account of ancillary receiver 


The second report and account of G. H. Gilbert, ancillary re- 
ceiver herein, having been duly filed and coming on for hearing 
before this court on the 10th day of May 1930; and 

It appearing that notice of the hearing of said petition having 
been duly given in accordance with the order of this court made 
and entered on the 29th day of April 1930, and good cause 
appearing therefor, it is hereby 

Ordered, adjudged, and decreed, and this court does hereby 
order, adjudge, and decree, that the second report and account of 
G. H. Gilbert as ancillary receiver be, and the same is hereby, 
approved, and that said G. H. Gilbert as ancillary receiver do re- 
ceive the sum of $2,502.83 as and for commissions on account for 
services rendered and the sum of $60 for expenses incurred by said 
ancillary receiver and heretofore advanced by said ancillary receiver 
for and on behalf of said estate. 

Dated May 12, 1930. 

HAROLD LOUDERBACK, 
District Judge. 


USS. Exursrr 31 


IN THE SOUTHERN DIVISION OF THE UNITED STATES DISTRICT COURT 
FOR THE NORTHERN DISTRICT OF CALIFORNIA, SECOND DIVISION 
IN THE MATTER OF SONORA PHONOGRAPH CO., INC., A CORPORATION, 
BANKRUPT. NO. 18804-L IN BANKRUPTCY 
Order allowing third and final account of ancillary receiver and 
order allowing final compensation to attorneys for ancillary 

receiver 

The third and final report and account of G. H. Gilbert, the 
ancillary receiver of the Sonora Phonograph Co., Inc., a corpora- 
tion, having been duly filed, and the petition for final compensa- 
tion for services rendered to said ancillary receiver of Messrs. Din- 
kelspiel & Dinkelspiel, the attorneys for said ancillary receiver 
having been duly filed, and due notice thereon having been made 
in accordance with an order of this court made on the 23d day of 
June 1930 and the said report and petition having duly come on 
for hearing before this court on the 26th day of July 1930 
and being continued by this court until the 28th day of July 1930, 
and Messrs. McCutchen, Olney, Mannon & Greene appearing at 
said hearing for and on behalf of the Irving Trust Co., the duly 
appointed, qualified, and acting trustee in bankruptcy of said 
Sonora Phonograph Co., Inc., and on behalf of said creditors 
committee, and Messrs. Dinkelspiel & Dinkelspiel appearing as 
attorneys for said ancillary receiver, and in propria persona for 
the petition for compensation for legal services rendered to said 
ancillary receiver, and both oral and written evidence having been 
introduced and heard by this court; and whereas a supplemental 
report to said third and final account of said ancillary receiver 
and a supplemental report of said attorneys for said ancillary re- 
ceiver having been duly filed and a hearing thereon being had as 
aforesaid, and good cause appearing, 

It is hereby ordered, adjudged, and decreed, and this court does 
hereby order, adjudge, and decree, that the third and final report 
and account of G. H. Gilbert, ancillary receiver herein be, and the 
same is hereby, approved as filed; and 

It is further ordered, adjudged, and decreed, and this court does 
hereby order, adjudge, and decree, that the sum of $5,000 is a 
reasonable and proper and final allowance to be made to Messrs. 
Dinkelspiel & Dinkelspiel as and for compensation for legal sery- 
ices rendered to said G. H. Gilbert, ancillary receiver herein; and 

It is further ordered, adjudged, and decreed, and this court does 
hereby order, adjudge, and decree, that said G. H. Gilbert be, and 
he is hereby, allowed and authorized to make the following dis- 
bursements in accordance with the foregoing order, to wit: 

G. H. Gilbert, final compensation as ancillary receiver 82, 855. 64 
Lybrand Ross Bros. & Montgomery, certified public ac- 05 
100. 


CaN gy he os aes eaten SSeS I EA Le aa 705. 11 
r ae ee ES So 17.40 
F. R. ie AERES ILT EART OE IAEA Sr st 20. 00 
G. K. Brown (Western Union Telegraph Co.) 15. 55 
Ban Francisco: Water . ieee es 5.31 
Dinkelspiel & Dinkelspiel, final allowance for attorneys’ 

e re E AS 5, 000. 00 
‘Dinkelspiel & Dinkelspiel, expenses 194. 38 


It is further ordered, adjudged, and decreed that upon the dis- 
tribution by G. H. Gilbert of the amounts as above set forth, that 


CONGRESSIONAL RECORD—SENATE 


May 17 


the balance of all moneys and assets remaining in the possession 
of said G. H. Gilbert be remitted, turned over, and delivered to the 
Irving Trust Co. as trustee in bankruptcy of said Sonora Phono- 
graph Co., Inc. 
Dated July 30, 1930. 
HAROLD LOUDERBACK, 
United States District Judge. 


USS. Exursrr 32 


In THE DISTRICT COURT or THE UNITED STATES IN AND FOR THE 
NORTHERN DISTRICT OF CALIFORNIA, SOUTHERN DIVISION 


CHARACTER FINANCE CO. OF SANTA MONICA, A CALIFORNIA CORPORA- 
TION, PLAINTIFF, v. PRUDENTIAL HOLDING CO. OF LOS ANGELES, A 
NEVADA CORPORATION, DEFENDANT. IN EQUITY, No. — 


Order authorizing receiver to employ counsel 


This cause coming on to be heard upon the petition of G. H. 
Gilbert, receiver herein, for leave to employ counsel for said re- 
ceiver, and it appearing to the court that there are numerous legal 
questions presented in the administration of said receivership 
and that it is necessary for sald receiver to employ counsel to aid 
him in said administration, and that Messrs. Dinkelspiel & 
Dinkelspiel, practicing attorneys of the city and county of San 
Francisco, State of California, are competent to act as attorneys 
for said receiver, it is therefore 

Ordered that leave be, and it is hereby, granted to said G. H. 
Gilbert, as receiver, to retain and employ Messrs. Dinkelspiel & 
Dinkelspiel as attorneys for said receiver in the above-entitled 
cause; and it is further 

Ordered that said Dinkelspiel & Dinkelspiel be, and they are 
hereby, appointed as attorneys for said G. H. Gilbert. 


Dated August 18, 1931. 
HAROLD LOUDERBACK, Judge. 
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IN THE DISTRICT COURT OF THE UNITED STATES IN AND FOR THE 
NORTHERN DISTRICT OF CALIFORNIA, SOUTHERN DIVISION 


CHARACTER FINANCE CO. OF SANTA MONICA, A CALIFORNIA CORPORATION, 
PLAINTIFF, v. PRUDENTIAL HOLDING CO. OF LOS ANGELES, A NEVADA 
CORPORATION, DEFENDANT. IN EQUITY NO. 2984. BILL OF COMPLAINT 


To the Honorable Judges of the United States District Court in and 
jor the Northern District of California, Southern Division: 

The complainant above named herein by its bill of complaint 
and on its own behalf and on behalf of all other stockholders of 
the defendant who may elect to come in and contribute to the 
expense of these proceedings, or who may hereafter join in the 
prosecution of this suit shows and submits to the court as follows: 

I. That the complainant, Character Finance Co. of Santa Monica, 
is a corporation organized and existing under and by virtue of the 
laws of the State of California and having its office and principal 
place of business in the city of Santa Monica, county of Los 
Angeles, in said State, and a citizen and resident of said State. 

II. That the defendant, Prudential Holding Co. of Los Angeles, 
is a corporation organized and existing under and by virtue of the 
laws of the State of Nevada, and a citizen of said State of Nevada, 
and a resident thereof, having its principal place of business in 
the city of Oakland, county of Alameda, State of California. 

III. That the grounds upon which the jurisdiction of the court 
depends is the diversity of citizenship and the fact that the 
defendant has property in California within the jurisdiction of 
this court, and is a corporation organized and existing under and 
by virtue of the laws of the State of Nevada. The amount in- 
volved is in excess of $3,000. That this suit is brought for the 
appointment of a receiver, the determination of claims, the 
determination as to creditors and stockholders of the defendant 
corporation, and to obtain the assistance of this court in the 
preservation of the assets of the defendant corporation for the 
benefit of the creditors and stockholders of the said corporation. 

IV. That at all times herein mentioned there was issued to your 
petitioner 6,400 shares of the capital stock of defendant corpora- 
tion known as “class B preferred stock” and 3,200 shares of the 
common capital stock of said defendant corporation. 

That your petitioner acquired the aforesaid shares of stock of 
said defendant corporation by reason of an agreement duly made 
and entered by and between your petitioner and said defendant 
on the 12th day of September 1929, wherein and whereby your 
petitioner did transfer to said defendant corporation all of its 
assets of whatsoever kind and character in exchange for the issu- 
ance to your petitioner by said defendant of the aforesaid shares 
of stock, and for the further consideration that said defendant 
agreed to assume all of the outstanding obligations of your peti- 
tioner existing at the said time; that the said assets transferred 
by petitioner to defendant by reason thereof consisted of personal 
and real property of the reasonable value of $96,000; that at the 
date of the said transfer your petitioner did have liabilities in the 
sum of approximately $15,000; that your petitioner has made de- 
mand upon said defendants to pay said obligations of your peti- 
tioner, in accordance with said agreement, but that said defendant 
has at all times refused, and now does refuse, to pay said obliga- 
tions, except the sum of $10,000, and that there now remains owing 
and unpaid to divers and various creditors of your petitioner the 
sum of approximately $5,000, which said defendant refuses to pay, 
and your petitioner is informed and believes, and therefore alleges, 
that at the date hereof is unable to pay for the reasons herein- 
after set forth. 
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V. That your petitioner is informed and believes, and therefore 
alleges, the fact to be that the authorized capital stock of said 
defendant corporation is the sum of 85,000,000, and that at the 
date hereof there is outstanding and issued 88,938 shares of class 
B preferred stock of said corporation of the par value of $10 per 
share, and 288,128 shares of common no-par stock. 

VI. That defendant is and was at all times herein mentioned 
engaged in the buying, selling, exchanging, and general dealing in 
real properties, improved and unimproved, office buildings, and 
store buildings, dwelling houses, ranch properties, apartment 
houses, and operating, maintaining, leasing dwelling houses, apart- 
ment houses, and business blocks of all kinds and description, and 
maintaining a general real-estate agency and broker’s business, in- 
cluding the right to manage estates, to act as agent, and broker, 
for any person or corporation; to make and obtain loans on real 
estate, improved or unimproved, and to supervise, manage, and 
protect such property and loans, and all interests and claims af- 
fecting the same; to have the same insured against fire and other 
casualties; to investigate the credit, financial solvency, and suffi- 
ciency of borrowers, mortgagors, and sureties upon bonds, mort- 
gages, and undertakings; to improve, manage, operate, sell, mort- 
gage, lease, or otherwise dispose of any property, real or personal, 
and to take mortgages, deeds of trust, assignments of mortgages, 
and deeds of trust upon the same; and to operate and conduct a 
general finance and discount business. 

VII. That defendant corporation is of large assets and 
holds and owns properties throughout the State of California, 

VIII. That your petitioner is informed and believes and there- 
fore alleges the fact to be that, in addition to the foregoing, said 
defendant corporation was organized and is organized for the pur- 
pose of acquiring the capital stock, both preferred and common, 
and assets in numerous and divers finance companies, each of 
which finance companies was respectively organized with the 
powers and purposes as set forth specifically in the preceding 

aragraph. 

p Ix That said defendant corporation has from time to time 
within the last several years past acquired numerous and divers 
finance and mortgage companies and thrift banks in various parts 
of the State of California and elsewhere, and has assumed the ob- 
ligations of each and every one of the said finance and mortgage 
companies and thrift banks so taken over by said defendant, and 
that at the date hereof said defendant owns and operates said 
numerous and divers finance and mortgage companies and thrift 
banks «nd is operating each of said companies. 

X, That plaintiff is informed and believes and therefore alleges 
that the defendant is indebted to various creditors in the aggre- 
gate sum of approximately $1,100,000. 

XI. That plaintiff is informed and believes and therefore alleges 
that defendant is without sufficient funds to meet its present obli- 
gations, a majority of which are past due, although defendant has 
assets sufficient to cover its said obligations and a substantial sur- 
plus, if said assets can be liquidated, but not through forced at- 
tachment, execution, foreclosure, or bankruptcy sale. 

XII. Plaintiff is informed and believes and therefore alleges that 
defendant is in possession of assets of a fair and reasonable value 
of approximately $1,150,000 consisting of real and personal prop- 
erty and accounts receivable. 

XIII. Plaintiff is informed and believes and therefore alleges 
that various creditors of the defendant are pressing their claims 
against it and that one creditor has commenced a suit and levied 
attachment proceedings against the defendant, and that unless a 
receiver is appointed, further suits will be commenced against the 
defendant, and that attachments and executions will be levied 
against the property of the defendant, and that such suits will 
result in forced sales of the assets and property of the defendant, 
which forced sales would result in hardship and damage to the 
creditors, the plaintiff, and other creditors and stockholders of the 
defendant. 

XIV. Plaintiff is informed and believes and therefore alleges 
that if sales of the assets or some part thereof were forced at the 
present time it would result in a severe and irreparable loss to 
the plaintiff, creditors, and other shareholders of defendant, as 
well as to defendant, prevent the orderly liquidation of the out- 
standing loans of the defendant and the orderly disposition of 
the real and personal property belonging to said defendant, and 
the fair yalue of such assets would not be realized, but if said 
assets can be preserved against a forced sale and can be with- 
held from sale until such time as market conditions improve 
a sufficient amount of money will be realized to pay all the 
debts of the defendant in full with assets remaining over which 
would enure to the benefit of plaintiff and the other shareholders 
of said defendant. 

Plaintiff is informed and believes and therefore alleges that 
there are numerous liens against the assets of defendant by way 
of mortgages and deeds of trust and unless a receiver is ap- 
pointed a great number of actions will be commenced against de- 
fendant which litigation will be long continued and expensive 
and will inevitably result in greatly depreciating the value of 
defendant's assets, to the great detriment of all of its creditors 
and shareholders. 

XV. That plaintiff is informed and believes and therefore al- 
leges that if defendant's assets are not taken into judicial cus- 
tody in equitable preferences against your petitioner and other 
stockholders and creditors of the defendant will result, and unless 
the assets of the defendant are administered upon in a court of 
equity and all acts or proceedings at law, including executions, 
attachments, and other proceedings enjoined, plaintiff feels that 
the defendant corporation will be subject to a multiplicity of 
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litigation which will result in an interruption of its business, with 
consequent serious dissipation of its assets. 

XVI. That your petitioner is informed and believes and there- 
fore alleges that through the ment of the board of 
directors of defendant and its officers that certain mortgages 
and deeds of trust securing certain loans have been allowed to be 
improperly foreclosed, with the result that the mortgagors and 
lenders of the said loans secured by said mortgages and deeds of 
trust against the properties and assets of said defendant have 
instituted and are about to institute suits for deficiency judg- 
ments against said corporation. That one of said suits has been 
brought by the First National Bank of Bakersfield, Kern County, 
State of California, in the sum of approximately $60,000, against 
said corporation, which suit is now pending against said cor- 
poration, and by reason thereof certain properties and assets of 
said defendant are now under attachment and are in great dan- 
ger of being sold under execution sale to satisfy this judgment 
and to satisfy any judgments or attachments which might subse- 
quently in the same manner be levied, which sales, as herein- 
above set forth, would result in a severe and irreparable loss to 
the plaintiff and to other creditors and stockholders of the de- 
fendant as well as to the defendant. 

XVII. That your petitioner is further informed and believes and 
therefore alleges the fact to be that if the affairs of said defendant 
were properly managed that said foreclosures and deficiency suit 
would not have been brought nor would other suits be threatened, 
which might result in a severe and irreparable loss to plaintiff and 
to other stockholders of defendant, as aforesaid. 

XIX. That your petitioner is informed and believes and there- 
fore alleges the fact to be that the defendant owned a large equity 
in certain real property located in the county of Santa Clara, State 
of California, which property is subject to a deed of trust, and 
that the beneficiaries thereunder have begun foreclosure proceed- 
ings. That your petitioner is further informed and believes and 
therefore alleges that the directors and officers of said defendant 
have taken no step to prevent said foreclosure or to refinance said 
properties; that if the beneficiaries under said deed of trust are 
allowed to foreclose said property it will cause a severe and irrep- 
arable loss to plaintiff and to stockholders of defendant corpora- 
tion and to defendant. 

XX. That plaintiff is informed and believes and therefore alleges 
that defendant, through its board of directors and president, has 
not paid the taxes which have accrued and are maturing against 
the various and divers real properties belonging to said defendant 
and that by reason thereof there is great danger that said prop- 
erties subject to said taxes will be lost to said plaintiff and other 
stockholders of defendant and defendant. 

XXI. That your petitioner is further informed and believes and 
therefore alleges the fact to be that without the proper authority 
or legal authority the president of said corporation has trans- 
ferred certain of the assets, namely, certain accounts receivable to 
various parties, for the purpose of handling and adjusting; that 
in this manner these accounts receivable have passed beyond the 
direct control of the said defendant, which in effect, as plaintiff 
is informed and believes and, therefore alleges, has allowed a 
liquidating agent to take control of said assets. 

XXII. That plaintiff and other stockholders have often made de- 
mand of the directors, and particularly of F. W. Beck, president 
of the corporation, and C. M. Hawkins, a director of said corpora- 
tion, who are actively in charge of the affairs and conduct of said 
corporation, for information pertaining to the affairs of said de- 
fendant, but that said F. W. Beck and C. M. Hawkins have refused 
at all times to give or divulge any information pertaining to the 
affairs of said corporation to your petitioner. 

XXIII. That plaintiff is informed and believes and therefore 
alleges the fact to be that by reason of the mismanagement, care- 
lessness, and negligence of the directors and officers of said defend- 
ant corporation, said defendant corporation has been allowed to 
become involved financially in the manner as hereinabove set 
forth, and that said officers and directors of said defendant will 
take no steps or actions to economize or to properly conduct the 
said business, taking into consideration its present circumstances; 
that plaintiff is unable to obtain any relief from the directors of 
the defendant corporation now in office, and if demand were made 
upon them for such relief from the said acts and mismanagement 
herein mentioned, said relief would not be granted. That demand 
has been made upon the directors of said corporation as to a 
statement of their condition by petitioner herein but that said 
directors have at all times refused to give to petitioner herein 
any information pertaining to the affairs of said defendant. 

XXIV. That inasmuch as plaintiff has no adequate remedy at 
law and can only have relief in equity, plaintiff files this bill of 
complaint on behalf of itself and other stockholders and creditors 
of defendant corporation who may hereafter join herein for 
judgment. 

XXV. That it will be necessary for any receiver appointed herein 
to issue receiver’s certificates for the payment of current obliga- 
tions of the defendant corporation, and plaintiff prays for equita- 
ble relief pending the final determination of this action, as 
follows: 

1. That this honorable court will forthwith appoint a receiver 
of all and singular the property and assets of every nature where- 
soever situated, held, owned, or controlled by the defendant cor- 
poration with full power and authority to take into his possession, 
hold, manage, and conduct the business now being conducted by 
defendant corporation, with such powers as this honorable court 
may from time to time grant, including the power to borrow 
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money on receiver’s certificates or otherwise for that purpose to 
incur such expense as may be necessary or advisable in connection 
therewith; to purchase for cash or credit such merchandise, sup- 
plies, materials, or other property as may be necessary or advisable 
in connection with the administration of the assets of the de- 
fendant; to sell in the regular course or conduct of the business, 
or otherwise, all or any part of the assets and merchandise of the 
defendant; to bring suit for, collect, and receive and take to his 
possession all the property and assets, real or personal, goods, 
chattels, credits, moneys, rights, claims and effects, books, papers, 
securities, and all other property and assets, whatsoever and 
wheresoever situated, of the defendant; to institute, prosecute, be- 
come party to, intervene in, compromise, or defend suits and 
actions at law or in equity or otherwise, either for the recovery 
or the protection or maintenance of any of the property and assets 
of the defendant as he may deem necessary or proper, including 
the institution and prosecution of such ancillary proceedings as 
said receiver may deem advisable, and including any other suits 
or actions or proceedings at law or in equity or otherwise in 
which the defendant may have any interest as plaintiff, defend- 
ant, or otherwise, and including the power to continue any such 
ending suits; defend or otherwise dispose of any such proceed- 
, suits, or actions; to settle at compound or make allowance 
on any or all debts that may now or hereafter be due or owing 
to the defendant as he may deem advisable or proper, subject to 
the further authorization of this honorable court; to pay any 
claims for wages, taxes, interest, or other debts that may be 
entitled to priority and with the other usual powers of receivers 
in such cases; and that the officers, managers, superintendents, 
agents, and employees of the defendant be required forthwith to 
deliver up to said receiver possession of all or every part of the 
properties of the defendant, wherever situated, including the sev- 
eral books, vouchers, and papers in any way relating to the busi- 
ness of the defendant. 

2. That this honorable court will administer all and singular the 
property rights and business belonging to the defendant and 
adjudicate and adjust any decree and enforce the several and 
respective liens and priorities existing thereon and the rights, 
liens, equities, and claims of all creditors of the defendant as the 
same may be finally ascertained and decreed by this court. 

8. That all creditors, stockholders, and other persons be enjoined 
from instituting or prosecuting any actions, suits, or proceedings 
at law or in equity or under any statute against the defendant, 
and from levying any attachments, executions, or other processes 
upon or against any of the properties of the defendant or from 
taking or attempting to take into their possession the property or 
any part of the property of the defendant. 

4. That all creditors of the defendant and all persons interested 
in the defendant be permitted to intervene and become parties to 
this suit if and as permitted and authorized to do by this honor- 
able court. 

5. That an order be made herein enjoining and restraining the 
defendant corporation and the officers, directors, agents, and em- 
ployees of the defendant corporation from interfering with, trans- 
ferring, selling, or disposing of any of the property or income of 
the defendant corporation, or from possession of or levying 
upon or attempting to sell or dispose of in any manner any part 
of the property of the defendant corporation. 

6. That at such time as may be found just and proper the 
properties of the defendant may be ordered to be sold, in whole 
or in part, in such manner, upon such terms and conditions as 
this honorable court shall deem just and equitable, and that any 
such order of sale shall make suitable provision for the preserva- 
tion of all equities, rights, priorities, claims, and liens of the cred- 
itors of the defendant corporation and shall provide for the sale 
of the property of the defendant, subject to or free from all and 
any liens and incumbrances in whole or in part, and in such 
manner and upon such terms as this honorable court may direct, 
and that the proceeds of any such sale be distributed among 
those entitled thereto as this honorable court shall adjudicate, or 
that the properties of the defendant corporation may be returned 
to it and that claimant corporation may have such other further 
relief in the premises as to this honorable court may seem proper 
and as may be necessary fully to enforce and protect the rights 
and equities of complainant and of all the creditors of defendant 
corporation and that in case of any sale herein of the property of 
the defendant corporation it may be directed to make, execute, 
and deliver to the accepted purchaser or purchasers upon any 
such sales such releases, bill of sale, and conveyances as may be 
necessary or proper to vest in such purchaser or purchasers the 
title to all such several properties. 

7. That such order shall be made by this honorable court as to 
the services of this bill of complaint and of any order that may 
be made in this suit as may be deemed sufficient and proper to 
this honorable court. 

8. That plaintiff may have such other and further relief in the 
premises as the nature and circumstances of this case may require 
and as to this honorable court may seem just and proper. 

9. That the defendant corporation be required, pursuant to the 
rules and practice of this court, to answer all and singular the 
matters hereinbefore stated but not under oath, an answer under 
oath being expressly waived, and further to perform and abide by 
ARN order, direction, and decree herein as to the court shall seem 
meet. 

May it please the court to grant unto your complainant a writ 
of subpena to be issued out of and under the seal of this court 
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and directed to the defendant requirifig it to appear on a certain 
day before the court and make answer as aforesaid. 


GOLD, Quirrny & KEARSLEY, 
By Brice KEARSLEY, J. 


p 
Attorneys for Complainant. 
UNITED STATES OF AMERICA, z 


NORTHERN DISTRICT OF CALIFORNIA, 
STATE OF CALIFORNIA, 
City and County of California, $s: 

Brice Kearsley, Jr., being first duly sworn, deposes and says 
that he is the attorney for the petitioner above named; that he 
has read and knows the contents of the foregoing petition and 
that the statements therein contained are true to the best of his 
knowledge, information, and belief; that the reason why this 
verification is made by deponent and not by the petitioner, Char- 
acter Finance Co. of Santa Monica, is because the said petitioner 
and all of its officers and directors are residents of the county of 
Los Angeles, State of California, and that none of its officers and 
directors are within the northern district of California, and all 
of said officers and directors are at a great distance from this dis- 
trict; that afflant has been authorized by the said petitioner to 
verify and file this petition herein, and to conduct the proceed- 
ings herein on behalf of said petitioner. 

Brice KEARSLEY, Jr. 


Subscribed and sworn to before me this 15th day of August 


1931. 
Marx E. Levy, 
Notary Public in and for the City and 
County of San Francisco, State of California. 


USS. ExHIBIT 34 


In THE District COURT OF THE UNITED STATES IN AND FOR THE 
NORTHERN DISTRICT or CALIFORNIA, SOUTHERN DIVISION 


CHARACTER FINANCE CO. OF SANTA MONICA, A CALIFORNIA CORPORA- 
TION, PLAINTIFF, v. PRUDENTIAL HOLDING CO. OF LOS ANGELES, A 
NEVADA CORPORATION, DEFENDANT, IN EQUITY NO. 2984-L. ORDER 
APPOINTING RECEIVER IN EQUITY 


Upon reading the bill of complaint herein verified on the 14th 
day of August 1931, 

Now, on motion of Brice Kearsley, Jr., solicitor for the com- 
plainant, it is 

Ordered and decreed as follows: 

1, That the complainant is entitled to the relief herein granted 
and that the complainant has no adequate remedy save through 
the granting of this decree, and that it is necessary for the pro- 
tection and preservation of the respective rights and equities of 
the complainant and the other stockholders and the creditors 
of the defendant that the property and business of the defendant 
be preserved through a receiver to be appointed in this suit by 
this court, and that it is necessary that a receiver of the cefend- 
ant and its property, assets, and effects should be appointed by 
this court. 

2. That G. H. Gilbert be, and he hereby is, appointed receiver 
of the defendant, Prudential Holding Co. of Los Angeles, a Ne- 
vada corporation, and of all the property, assets, and effects of 
said defendant, real, personal, and mixed, of whatever kind and 
description, including all real estate, chattels, rights, credits, 
choses in action, stock, bonds, securities, accounts, bills receivable, 
cash in bank on deposit and in hand, money, things in action, 
books of account, deeds, leases, contracts, correspondence, papers, 
and memoranda of the above-named defendant, and said receiver 
is hereby authorized, empowered, and directed to take possession 
of the same, with all the authority usually granted to receivers 
and to retain counsel, which shall be subject to the approval of 
this court. 

3. That said receiver be and he hereby is, until the further 
order or direction of this court, authorized, empowered, and di- 
rected to continue, manage, and operate the business of the 
defendant and e the properties of the defendant; to buy 
and sell merchandise, supplies or stock in trade, for cash or credit, 
as may be deemed advisable by said receiver; to employ such 
managers, agents, employees, servants, accountants, mechanics, 
and laborers, and such other help as may in his judgment be 
advisable or n in the management, conduct, control, op- 
eration, or custody of the defendant's properties, assets, and effects 
and to apply to this court for leave to issue such receiver's 
certificates for the purpose of meeting the current obligations 
of said defendant as may be authorized from time to time by this 
court. 

4. That said receiver be and he hereby is authorized and em- 
powered to make such payments and disbursements as may be 
necessary or proper for the preservation or operation of the prop- 
erties of the defendant, including the authority to make payment 
for wages and salaries accrued within 1 month past for services 
and taxes. 

5. That the said receiver shall have the full power to demand, 
sue for, collect, receive, and take into his possession all the goods, 
chattels, rights and credits, moneys and effects, lands and tene- 
ments, books, papers, choses in action, bills, notes, and property 
of every description and to institute suits at law or in equity for 
the recovery of any estate, property, damages, or demands existing 
in favor of said corporation, and in his discretion to compound 
and settle with any debtor of the corporation or with persons hay- 


ing possession of its property, or in any way responsible at law or 
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in equity to the corporation upon such terms and in such manner 


z corpo- 
ration acting under its direction or having any possession or con- 
trol over any of its assets of every name and nature shall upon 
presentation of a certified .copy of this decree deliver to said 
receiver all of the property of said defendant, real, personal, and 
mixed, of whatsoever kind and description, including all real 
estate, chattels, raw materials, material in process of manufacture, 
rights, credits, choses in action, accounts, bills receivable, cash 
in bank or deposit and in hand, moneys, things in action, books 
of account, vouchers, deeds, leases, contracts, notes, correspond- 
ence, books, papers, and memoranda of the above-named defend- 
ant, in their possession and under their control, and each of the 
directors, officers, agents, and employees of the defendant is hereby 
commanded and required to obey and perform such orders as may 
be given to them from time to time by the said receiver in the 
discharge of his duties as receiver; and it is further 

Ordered, That the defendant company and each and every one 
of its officers, agents, directors, and employees, and all other per- 
sons, including sheriffs, marshals, and constables, be, and they 
hereby are, enjoined and restrained from selling, transferring, levy- 
ing, attaching, disposing of, or in any manner interfering with 
any of the property, assets, or effects of the defendant company, 
or from taking possession of or interfering with any part thereof, 
or from in any manner obstructing or interfering with the pos- 
session or management of any part of the property over which 
the receiver is hereby appointed, or doing any act or thing to 
prevent the discharge by the receiver of his duties for the opera- 
tion of said properties under the order of the court; and it is 
further 

Ordered, That all persons, firms, and corporations be, and they 
are hereby, enjoined and restrained from suing, instituting ac- 
tions, levying executions upon, or securing judgments, attach- 
ing, intermeddling with, or taking possession of any property of 
the defendant; and it is further 

Ordered, That said receiver forthwith file in the office of the 
clerk of this court his bond to the United States of America with 
sufficient sureties, duly approved by this court, in the sum of 
$50,000, conditioned that he will well and truly perform the duties 
of his office and duly account for all moneys or property which 
may come into his hands and abide by and perform all things 
which he shall be directed to do; and it is further 

Ordered, That said receiver report to this court within 30 days 
from the date hereof and every 30 days thereafter as to the opera- 
tion of the business, the condition of the assets and liabilities 
of said defendant, and the advisability of continuing the business 
and his administration thereof. 
< Done and ordered this 15th day of August 1931, at San Francisco, 

HAROLD LovupERBACK, 
United States District Judge. 


USS. Exuisrr 35 


In THE DISTRICT COURT OF THE UNITED STATES FOR THE NORTHERN 
DISTRICT OF CALIFORNIA, SOUTHERN DIVISION 


IN THE MATTER OF THE APPLICATION OF CATHERINE ARMSTRONG, REALTY 
MORTGAGE INSURANCE CO., A CALIFORNIA CORPORATION, AND PARKER 
LINTON FOR THE ADJUDICATION OF PRUDENTIAL HOLDING CO. OF LOS 
ANGELES, A NEVADA CORPORATION, ALLEGED BANKRUPT. NO. — IN 
BANKRUPTCY. PETITION IN INVOLUNTARY BANKRUPTCY 


To the Honorable Judges of the United States District Court in 
and for the Northern District of California: 

The petition of Catherine Armstrong, Realty Mortgage Insurance 
Co., a California corporation, and Parker Linton, respectfully 
represents: 

I. That Prudential Holding Co. of Los Angeles is a corporation 
duly organized under the laws of the State of Nevada and has, for 
the greater portion of the 6 months next preceding the date of 
the filing of this petition, had its principal place of business at 
Oakland, county of Alameda, and State of California, in the North- 
ern District of California, and owes debts to the amount of $1,000 
and more, and is a business corporation, and is not a municipal 
railroad, insurance, or banking corporation, and is insolyent, and 
5 Wage earner nor a person engaged in farming or tillage of 

e soil. 

II. That your petitioners are creditors of the said Prudential 
Holding Co. of Los Angeles, a Nevada corporation, having provable 
claims amounting in the aggregate in excess of securities held by 
them to the sum of $500 and more. 

III. That the nature and amount of your petitioners’ claims 
are as follows: 

The claim of Catherine Armstrong is based upon a promissory 
note dated September 21, 1930, ae 9 delivered to 
the petitioner herein by the alleged bankrupt for value received 
in the sum of $2,975. That said note was due on demand. That 
default has been made in the payment of said promissory note 


and demand made upon the alleged bankrupt for payment. That. 


said alleged bankrupt failed, neglected, and refused to pay said 
amount due on said note, or any part thereof. 

The claim of Realty Mortgage Insurance Co. is based upon a 
promissory note dated April 1, 1931, made, executed, and delivered 
to the petitioner herein by the alleged bankrupt for value received 
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8 of $7,500. That said promissory note was due 2 years 

The claim of Parker Linton is an account stated within 2 
years last past between the alleged bankrupt and the petitioner 
herein in the sum of $2,500. Said sum is agreed to be due, owing 
and payable from the alleged bankrupt to the petitioner herein. 
That at the time said account was stated the alleged bankrupt 
promised to pay the amount thereof to the petitioner herein. The 
alleged bankrupt has failed, neglected, and refused and does now 
fail, neglect, and refuse to pay said amount, or any part thereof, 
and that neither said amount, nor any part thereof, has been paid. 

IV. Your petitioners further represent that the said Prudential 
Holding Co. of Los Angeles did within 4 months next preceding 
the date of the filing of this petition commit an act of bankruptcy, 
in that heretofore, to wit, on or about the 15th day of August 
1931, while insolvent, a receiver in equity, G. H. Gilbert, was 
appointed by a judge of the United States District Court in and 
for the Northern District of California, Southern Division, in that 
certain case entitled “Character Finance Co. of Santa Monica, a 
California corporation, plaintiff, v. Prudential Holding Co. of Los 
Angeles, a Nevada corporation, defendant”, in Equity No. 2984-L; 
that said receiver was put in charge of the alleged bankrupt's 
property; that said receiver has duly qualified by filing his bond 
in the penal sum of $50,000 and is now in possession of the alleged 
bankrupt's property. 

Wherefore your petitioners pray that service of this petition, 
with subpena, may be made upon the alleged bankrupt, as pro- 
vided in the acts of Congress relating to bankrupts, and that the 
said alleged bankrupt may be adjudged by this court to be a 
bankrupt within the purview of said acts. 

Parker LINTON, 
CaTHERINE S. ARMSTRONG, 
REALTY MORTGAGE INSURANCE CORPORATION, 
By J. H. ENGELHART, Vice President. 
JANEWAY, BEACH & HANKEY, 
By EARL C. JANEWAY, 
Attorneys jor Petitioning Creditors. 


STATE OF CALIFORNIA, 
County of Los Angeles, ss: 

Parker Linton, being first duly sworn, deposes and says that 
he is one of the petitioners above named and does hereby make 
solemn oath that the statements contained in the above and fore- 
going petition subscribed by him are true. 

PARKER LINTON. 

Subscribed and sworn to before me this 4th day of September 


1931. 
[sea] B. M. HARTMAN, 
Notary Public in and for the County 
of Los Angeles, State of California. 
STATE or CALIFORNIA, 
County of Los Angeles, ss: 

J. H. Engelhart, being first duly sworn, deposes and says that he 
is vice president of Realty Mortgage Insurance Co., one of the 
petitioning creditors above named. That the statements con- 
tained in the foregoing petition subscribed by him are true. That 
he is duly authorized by the Realty Mortgage Insurance Co. to sign 
this petition and make this verification. 

J. H, ENGELHART. 

Subscribed and sworn to before me this Ist day of September 
1931. 


[SEAL] M. A. LYDON, 
' Notary Public in and for the County 
of Los Angeles, State of California. 
STATE oF C. 


ALIFORNIA, 
County of Los Angeles, ss: 
Catherine Armstrong, being first duly sworn, deposes and says: 
That she is one of the petitioners above named and does hereby 
make solemn oath that the statements contained in the above 
and foregoing petition subscribed by her are true. 
CATHERINE ARMSTRONG. 
3 and sworn to before me this 2d day of September 
31. 
M. A. LYDON, 
Notary Public in and for the County 
of Los Angeles, State of California. 


USS. EXHIBIT 36 


In THE DISTRICT Court OF THE UNITED STATES FOR THE NORTHERN 
DISTRICT OF CALIFORNIA, SOUTHERN DIVISION 


IN THE MATTER OF PRUDENTIAL HOLDING CO. OF LOS ANGELES, A NEVADA 
CORPORATION, ALLEGED BANKRUPT. No. 21022-S IN BANKRUPTCY. 
ORDER APPOINTING RECEIVER 


On verified petition duly filed, asking for the appointment of 
a receiver in the above-entitled matter, and upon the filing of a 
bond by petitioning creditors herein, as required by section 3 (e) 
of the Bankruptcy Act, in the sum of $10,000, which bond has 
been approved by this court, and it appearing satisfactorily there- 
from that it is absolutely necessary for the preservation of the 
assets of said alleged bankrupt that a receiver should be ap- 
pointed, upon motion of Janeway, Beach & Hankey, attorneys for 
said petitioner, 

It is ordered that G. H. Gilbert, of San Francisco, Calif., be, 
and he is hereby, appointed receiver of all property of whatsoever 


3548 


nature and wheresoever situated, now owned by or in possession of 
said alleged bankrupt, and of all and any property wheresoever 
located and of whatsoever nature, being the property of said al- 
leged bankrupt and in the possession of any agent, servant, of- 
e or representative of said alleged bankrupt, with AN, to 
take possession of, hold, preserve, care for, inventory, insure, segre- 

gate, and move all assets of said alleged bankrupt, until the ap- 
pointment and qualification of the trustee herein, and with the 
further authority to collect such accounts receivable as are found 
due to said estate, and with the further authority to conduct 
the business and sell the same as a going concern if it can be 
done with benefit to said estate, and said receiver is authorized 
to do all and any such acts and take all and any such proceed- 
ings as may enable him forthwith to obtain possession of all 
and any such property; and 

It is further ordered that the duties and compensation of 
said receiver are hereby extended beyond those of a mere custo- 
dian within the meaning of section 48 of the Bankruptcy Act 
to embrace the conduct of the business and marshaling of the 
assets, preparation of inventories, collection, sale, and disposition of 
accounts and notes receivable, and the conduct of the business 
of the said alleged bankrupt as hereinabove specifically author- 
ized; and 

It is further ordered that all persons, firms, and corporations, 
including the said alleged bankrupt, and all attorneys, agents, 
officers, and servants of the said alleged bankrupt forthwith de- 
liver to said receiver all property of whatsoever nature and where- 
soever located, including merchandise, accounts, notes, and bills 
receivable, drafts, checks, moneys, securities, and all other choses 
in action, account books, records, chattels, lands, and buildings, 
life and fire and all other insurance policies in the possession 
of them, or any of them, and owned by the said alleged bankrupt, 
and the said alleged bankrupt is ordered forthwith to deliver to 
said receiver all and any such property now in the possession of 
the said alleged bankrupt; and 

It is further ordered that all persons, firms, and corporations, 
including all creditors of the said alleged bankrupt, and the rep- 
resentatives, agents, attorneys, and servants of all such creditors, 
and all sheriffs, marshals, and other officers, and their deputies, 
representatives, and servants are hereby enjoined and restrained 
from removing, transferring, disposing of, or selling, or attempting 
in any way to remove, transfer, or dispose of, sell, or in any way 
interfere with any property, assets, or effects in the possession of 
the said alleged bankrupt, or owned by the said alleged bankrupt, 
and whether in the possession of any officers, agents, attorneys, or 
representatives of said alleged bankrupt, or otherwise, and all said 

ns are further enjoined pon executing or issuing, or causing 

the execution or issuance or the suing out of any court of any 
writ, process, summons, 8 replevin, or other proceeding 
for the purpose of impounding or taking possession of or interfer- 
ence with any property owned by or in the possession of the said 
alleged bankrupt or owned by said alleged bankrupt, and whether 
in the possession of any agents, servants, or attorneys of sald 
alleged bankrupt, or otherwise; and 

It is further ordered that said receiver is directed and author- 
ized, as provided under the Postal Laws and Regulations of the 
United States, to receive all mail matter addressed to the above- 
named alleged bankrupt; and 

It is further ordered that before entering upon his duties said 
receiver shall furnish a bond conditioned for the faithful per- 
formance of his duties with a good and sufficient surety or sureties 
in the sum of $10,000, which bond shall be approved by the clerk 
of this court. 

Dated this 30th day of September 1931. 

LOUDERBACK, 
District Judge. 


U.S. S. Exam 37 


IN THE SOUTHERN DIVISION OF THE UNITED STATES DISTRICT COURT 
FOR THE NORTHERN DISTRICT or CALIFORNIA 


IN THE MATTER OF PRUDENTIAL HOLDING CO. OF LOS ANGELES, A NEVADA 
CORPORATION, ALLEGED BANKRUPT. NO. 21022-5 IN BANKRUPTCY 
Petition for order appointing attorneys for the receiver 

To Hon. Harold Louderback, judge of the above-entitled court: 

Now comes G. H. Gilbert, of the city and county of San Fran- 
cisco, State and Northern District of California, and respectfully 
shows and alleges: 

That on the goth day of September 1931, by an order duly made 
and entered in the abovye-entitled proceedings, your petitioner was 
appointed receiver, prior to adjudication, of the estate and effects 
of the above-named bankrupt, and has duly qualified as such 
receiver; that your petitioner as such receiver has been duly au- 
thorized to take and hold possession of the assets of said alleged 
bankrupt until the appointment and qualification of a trustee 
herein, and with further authority to collect the accounts receiv- 
able and conduct the business of said bankrupt. 

That your petitioner is informed and verily believes, and on that 
ground alleges, that the assets of said bankrupt approximate the 
sum of $1,000,000 and are situated in various portions of the State 
of California. 

That ancillary proceedings are ni to be taken in tn 
Southern District of California, and that it will be n 
examine the officers of said bankrupt corporation and other Vite 
nesses relative to the acts, conduct, and property of said bank- 
rupt for the purpose of ascertaining the extent and whereabouts 
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of such property subject to administration by your petitioner as 
such receiver. 

That various suits are pending against the above-named bank- 
rupt and it will be necessary for your receiver to appear in such 
suits for the protection of the estate herein; that various proceed- 
ings in foreclosure and sale under deeds of trust covering property 
of said bankrupt are threatened and that it will be necessary to 
apply both to this court and to other courts having ancillary juris- 
diction for restraining orders in order to protect the interests of 
the general unsecured creditors of the estate of said bankrupt, 
and that it will be necessary to commence plenary and summary 

proceedings for the purpose of collecting the assets of said bank- 
rupt estate and to conserve and protect the same until the election 
and qualification of a trustee herein; that in aid of his admin- 
istration of said bankrupt estate your petitioner will require the 
services and advice of counsel relative to necessary legal proceed- 
ings to be taken by him to collect and conserve and protect the 
assets of said bankrupt estate and to conduct examinations of 
witnesses as aforesaid; your petitioner alleges that Messrs. Martin 
J. Dinkelspiel, Ernest J. Torregano, Charles M. Stark, and A. B. 
Kreft, attorneys at law, duly licensed and admitted to practice in 
the above-entitled court, are proper and competent attorneys to 
be retained by your petitioner, with the approval of this court, in 
aid of his administration of said bankrupt estate; and that said 
attorneys, and each of them, do not represent adverse interests 
to the general creditors, and that said attorneys are familiar and 
experienced with the laws in reference to the administration of 
bankrupt estates and the National Bankruptcy Act, and that such 
services which will be rendered by said attorneys to your petitioner 
will be beneficial to the general creditors of said bankrupt estate, 
and the appointment of such attorneys is sought for the reason 
of a large number of matters requiring services of counsel, and 
the appointment of such counsel will enable your petitioner to 
subdivide among them the various matters required to be attended 
to and the legal proceedings required to be instituted. 

Wherefore your petitioner prays that an order be made and 
entered herein appointing as your petitioner's attorneys the said 
Martin J. Dinkelspiel, Ernest J. Torregano, Charles M. Stark, and 
A. B. Kreft in aid of his administration of said bankrupt estate 
in the above-entitled court and in such ancillary proceedings as 
may be brought by your petitioner. Your petitioner has annexed 
hereto the affidavit of said attorneys, as required by the general 
orders of the United States Supreme Court, and your petitioner 
prays that the court make such further and other order as may 
be just and proper in the premises. 

$ G. H. GILBERT, Petitioner. 
UNITED STATES OF AMERICA, 
NORTHERN DISTRICT OF CALIFORNIA, 
City and County of San Francisco, ss: 

G. H. Gilbert, being first duly sworn, deposes and says that he is 
the petitioner named and described in the foregoing petition, and 
hereby makes solemn oath that the statements therein contained 
are true according to the best of his knowledge, information, and 
belief. 

G. H. GILBERT. 

Subscribed and sworn to before me this 6th day of October 1931. 

[SEAL] Mank E. Levy, 

Notary’ Public in and for the City and County of 
San Francisco, State of California. 


UNITED STATES OF AMERICA, 
NORTHERN DISTRICT OF CALIFORNIA, 
City and County of San Francisco, ss: 
Martin J, Dinkelspiel, Ernest J. Torregano, Charles M. Stark, and 
A. B. Kreft, being each first duly sworn, depose and say that they 
are the attorneys named in the foregoing receiver's petition; that 
they do not represent, or are connected with, the t or any 
person having an adverse interest to the receiver or creditors 
herein, and will consent to act as attorneys for said receiver 
pursuant to any order made by the above-entitled court. 
MARTIN J. DINKELSPIEL. 
Ernest J. TORREGANO. 
CHARLES M. STARK, 
A. B. KREFT. 
Subscribed and sworn to before me this 6th day of ‘October 1931. 
CHARLES E. KEITH, 
Notary Public in and for the City and County of 
San Francisco, State of California, 


In THE SOUTHERN DIVISION OF THE Untrep STATES DISTRICT COURT 
FOR THE NORTHERN DISTRICT OF CALIFORNIA 


IN THE MATTER OF PRUDENTIAL HOLDING CO. OF LOS ANGELES, A NEVADA 
CORPORATION, ALLEGED BANKEUPT. NO. 21022-5 IN BANKRUPTCY 


Order appointing attorneys for the receiver 


Upon the reading, filing, and consideration of the verified peti- 
tion of G. H. Gilbert, the receiver herein, accompanied by the 
affidavit of Martin J. Dinkelsplel, Ernest J. Torregano, Charles M. 
Stark, and A. B. Kreft, Esqs., 

It is hereby ordered that Martin J. Dinkelspiel, Ernest J. Torre- 
gano, Charles M. Stark, and A. B. Kreft be, and they are hereby, 
appointed as attorneys for said receiver in aid of the administra- 
tion of the estate of the above-named bankrupt. 

Dated this 10th day of October 1931. 

HAROLD LOUDERBACK, 
United States District Judge. 
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US.S. EXHIBIT 38 


In THE SOUTHERN DIVISION OF THE UNITED STATES DISTRICT COURT 
FOR THE NORTHERN DISTRICT OF CALIFORNIA 


IN THE MATTER OF THE APPLICATION OF CATHERINE ARMSTRONG, REALTY 
MORTGAGE INSURANCE CO., A CALIFORNIA CORPORATION, AND PARKER 
LINTON, FOR THE ADJUDICATION OF PRUDENTIAL HOLDING CO. OF 
LOS ANGELES, A NEVADA CORPORATION, ALLEGED BANKRUPT. BANK- 
RUPTCY, 21022-5 


Ordered: 

1, That the motion to strike from the files and dismiss the pro- 
ceeding of the Prudential Holding Co. of Los Angeles be, and the 
same is hereby, granted. 

2. That the several motions to strike the petition to intervene 
of John P. Sheather be, and the same are hereby, granted. 

3. That the several motions to strike from the files the petition 
of Parker Linton, Realty Mortgage Insurance Co., a California 
corporation, and Catherine Armstrong be, and the same are 
hereby, granted. 

4. That all petitions to intervene be, and the same are hereby, 
denied. 

5. That the application for leave to file amended involuntary 
petition in bankruptcy be, and the same is hereby, denied. 

Dated November 4, 1931. 

A. F. Sr. SURE, 
United States District Judge. 


USS. Exurerr 39 


DISTRICT Court oF THE UNITED STATES, NORTHERN DISTRICT OF 
CALIFORNIA, SOUTHERN DIVISION 

At a stated term of the Southern Division of the United States 
District Court for the Northern District of California, held at 
the court room thereof, in the city and county of San Francisco, 
on Friday, the 2d day of October A.D. 1931. 

Present: The Honorable Harold Louderback, district judge. 

Character Finance Co. of S.M. v. Prudential Holding Co. of L.A. 
Equity No. 2984-L. 

Defendant's motion to dismiss the bill of complaint, having 
heretofore been submitted and now being fully considered, it is 
ordered that the said motion to dismiss bill of complaint be, and 
the same is hereby, granted. 

I hereby certify that the foregoing is a full, true, and correct 
copy of an original order made and entered in the above-entitled 
cause, 

Attest my hand and seal of said district court, this 12th day 
of April A.D. 1933. 

WALTER B. Matrne, Clerk. 
By Harry L. Fours, Deputy Clerk. 


RECESS 

Mr. ASHURST. I move that the Senate sitting as a 
Court of Impeachment take a recess until 10 o'clock to- 
morrow morning. 

The PRESIDING OFFICER. The question is on the 
motion of the Senator from Arizona. 

The motion was agreed to; and (at 4 o’clock and 38 min- 
utes p.m.) the Senate sitting as a Court of Impeachment 
took a recess until tomorrow, Thursday, May 18, 1933, at 10 
o’clock a.m. 


LEGISLATIVE SESSION 


The Senate, pursuant to the order for a recess entered 
yesterday, resumed legislative session. 

MESSAGE FROM THE PRESIDENT—PUBLIC-WORKS PROGRAM FOR 
RELIEF OF UNEMPLOYMENT (H.DOC. NO. 37) 

During the impeachment proceedings, on motion of Mr. 
Rosinson of Arkansas, and by unanimous consent, the Sen- 
ate sitting as a Court of Impeachment took a recess in order 
to receive, as in legislative session, a message in writing from 
the President of the United States, which was communi- 
cated to the Senate by Mr. Latta, one of his secretaries. 

On request of Mr. Rosrnson of Arkansas, the Presiding 
Officer (Mr. Hastincs in the chair) laid before the Senate 
the message from the President of the United States, which 
was read, referred to the Committee on Finance, and ordered 
to be printed, as follows: 


To the Congress: 

Before the special session of the Congress adjourns, I 
recommend two further steps in our national campaign to 
put people to work. 

I 

My first request is that the Congress provide for the ma- 
chinery necessary for a great cooperative movement through- 
out all industry in order to obtain wide reemployment, to 
shorten the working week, to pay a decent wage for the 
shorter week, and to prevent unfair competition and dis- 
astrous overproduction. 
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Employers cannot do this singly or even in organized 
groups, because such action increases costs and thus permits 
cutthroat underselling by selfish competitors unwilling to 
join in such a public-spirited endeavor. 

One of the great restrictions upon such cooperative efforts 
up to this time has been our antitrust laws. They were 
properly designed as the means to cure the great evils of 
monopolistic price fixing. They should certainly be re- 
tained as a permanent assurance that the old evils of unfair 
competition shall never return. But the public interest will 
be served if, with the authority and under the guidance of 
Government, private industries are permitted to make agree- 
ments and codes insuring fair competition. However, it is 
necessary, if we thus limit the operation of antitrust laws 
to their original purpose, to provide a rigorous licensing 
power in order to meet rare cases of noncooperation and 
abuse. Such a safeguard is indispensable. 

u 


The other proposal gives the Executive full power to start 
a large program of direct employment. A careful survey 
convinces me that approximately $3,300,000,000 can be in- 
vested in useful and necessary public construction, and at 
the same time put the largest possible number of people to 
work. 

Provision should be made to permit States, counties, and 
municipalities to undertake useful public works, subject, 
however, to the most effective possible means of eliminating 
favoritism and wasteful expenditures on unwarranted and 
uneconomic projects. 

We must, by prompt and vigorous action, override un- 
necessary obstructions which in the past have delayed the 
starting of public-works programs. This can be accom- 
plished by simple and direct procedure. 

In carrying out this program it is imperative that the 
credit of the United States Government be protected and 
preserved. This means that at the same time we are mak- 
ing these vast emergency expenditures there must be pro- 
vided sufficient revenue to pay interest and amortization 
on the cost, and that the revenue so provided must be ade- 
quate and certain rather than inadequate and speculative. 

Careful estimates indicate that at least $220,000,000 of 
additional revenue will be required to service the contem- 
plated borrowings of the Government. This will of neces- 
sity involve some form or forms of new taxation. A num- 
ber of suggestions have been made as to the nature of these 
taxes. I do not make a specific recommendation at this 
time, but I hope that the Committee on Ways and Means 
of the House of Representatives will make a careful study 
of revenue plans and be prepared by the beginning of the 
coming week to propose the taxes which they judge to be 
best adapted to meet the present need and which will at 
the same time be least burdensome to our people. At the 
end of that time, if no decision has been reached, or if the 
means proposed do not seem to be sufficiently adequate or 
certain, it is my intention to transmit to the Congress my 
own recommendations in the matter. 

The taxes to be imposed are for the purpose of providing 
reemployment for our citizens. Provision should be made 
for their reduction or elimination— 

First. As fast as increasing revenues from improving busi- 
ness become available to replace them. 

Second. Whenever the repeal of the eighteenth amend- 
ment, now pending before the States, shall have been rati- 
fied and the repeal of the Volstead Act effected. The pre- 
prohibition revenue laws would then automatically go into 
effect and yield enough wholly to eliminate these temporary 
reemployment taxes. 

Finally, I stress the fact that all of these proposals are 
based on the gravity of the emergency, and that therefore 
it is urgently necessary immediately to initiate a reemploy- 
ment campaign if we are to avoid further hardships, to 
sustain business improvement, and to pass on to better 
things. 

For this reason I urge prompt action on this legislation. 

FRANKLIN D. ROOSEVELT. 

THE WHITE House, May 17, 1933. 
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Mr. WAGNER. As in legislative session, I ask unanimous 
consent to introduce a bill to carry out the recommendations 
contained in the message of the President just read. 

The PRESIDING OFFICER. Without objection, as in 
legislative session, the bill will be received and appropri- 
ately referred. 

The bill (S. 1712) to encourage national industrial re- 
covery, to foster fair competition, and to provide for the 
construction of certain useful public works, and for other 
purposes, was read twice by its title and referred to the 
Committee on Finance. 

Mr. LEWIS. Mr. President, I ask unanimous consent 
that any amendments desired to be offered on the subject 
matter of the bill may also be submitted and printed. 

The PRESIDING OFFICER. The bill and any proposed 
amendments thereto will be printed and referred to the 
Committee on Finance. 

MESSAGE FROM THE HOUSE 


A message from the House of Representatives, by Mr. 
Chaffee, one of its clerks, communicated to the Senate the 
intelligence of the death of Hon. CHARLES H. BRAND, late a 
Representative from the State of Georgia, and transmitted 
the resolutions of the House of Representatives thereon. 

The message announced that the House had passed the 
following bills and joint resolution, in which it requested 
the concurrence of the Senate: 

H.R. 5091. An act to amend section 289 of the Criminal 
Code; 

H.R. 5152. An act granting the consent of Congress to 
the State Highway Commission of Virginia to replace and 
maintain a bridge across Northwest River in Norfolk Coun- 
ty, Va., on State highway route no. 27; 

H.R. 5173. An act granting the consent of Congress to 
the State Highway Commission of Virginia to maintain a 
bridge already constructed to replace a’ weak structure in 
the same location, across the Staunton and Dan Rivers, in 
Mecklenburg County, Va., on United States Route No. 15; 

H.R. 5208. An act to amend the probation law; 

H.R. 5329. An act creating the St. Lawrence Bridge 
commission and authorizing said commission and its suc- 
cessors to construct, maintain, and operate a bridge across 
the St. Lawrence River at or near Ogdensburg, N.Y.; 

H.R. 5476. An act to extend the times for commencing 
and completing the construction of a bridge across the 
Savannah River at or near Burtons Ferry, near Sylvania, 
Ga.; and 

H. J Res. 159. Joint resolution granting the consent of 
Congress to a compact or agreement between the State of 
Kansas and the State of Missouri authorizing the accept- 
ance for and on behalf of the States of Kansas and Missouri 
of title to a toll bridge across the Missouri River from a 
point in Platte County, Mo., to a point at or near Kansas 
City, in Wyandotte County, Kans., and specifying the con- 
ditions thereof. 

The message also announced that the House had agreed 
to the report of the committee of conference on the dis- 
agreeing votes of the two Houses on the amendments of 
the Senate to the bill (H.R. 5081) to provide for the com- 
mon defense; to aid interstate commerce by navigation; to 
provide flood control; to promote the general welfare by 
creating the Tennessee Valley Authority; to operate the 
Muscle Shoals properties; and to encourage agricultural, 
industrial, and economic development. 

The message further announced that the House had dis- 
agreed to the amendment of the Senate to the bill (H.R. 
4220) for the protection of Government records; asked a 
conference with the Senate on the disagreeing votes of the 
two Houses thereon; and that Mr. McKeown, Mr. CELLER, 
and Mr. Kurtz were appointed managers on the part of the 
House at the conference. 

SENATE ENROLLED BILLS 

The message also announced that the Speaker had affixed 

his signature to the following enrolled bills: 
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S. 73. An act to authorize the Comptroller General to allow 
claim of district no. 13, Choctaw County, Okla., for pay- 
ment of tuition of Indian pupils; 

S. 1410. An act to amend section 207 of the Bank Con- 
servation Act with respect to bank reorganizations; 

S. 1415. An act to amend sections 5200 and 5202 of the 
Revised Statutes, as amended, to remove the limitations on 
national banks in certain cases; and 

S. 1582. An act to amend section 1025 of the Revised 
Statutes of the United States. 


PETITIONS AND MEMORIALS 


The VICE PRESIDENT laid before the Senate the fol- 
lowing joint resolution of the Legislature of the State of 
Maryland, which was referred to the Committee on Finance: 


Joint Resolution 5 


A joint resolution 8 the Congress of the United States to 
peal the tax on checks 


Whereas the ee national administration is meeting with 
remarkable success in restoring public confidence in our banking 
system and in preventing the hoarding of currency; and 

Whereas one of the contributory causes of this hoarding was 
the tax of 2 cents on each check passing through the clearing 
houses and banks; and 

Whereas the repeal of this tax would aid greatly in the resump- 
tion of normal banking transactions by the use of checks and 
thereby decrease the amount of currency withheld from circula- 
tion: Therefore be it 

Resolved by the General Assembly of Maryland, That the Con- 
gress of the United States be, and it is hereby, urgently requested 
to repeal as speedily as possible the 2-cent tax on checks; and 
be it further 7 

Resolved, That the secretary of state of Maryland be, and he is 
hereby, requested to send a copy of this resolution to the Speaker 
of the House of Representatives, to the President of the Senate, 
and to all the Representatives from Maryland in the Senate and 
House of Representatives of the United States Congress. 

Approved April 21, 1933. 

STATE OF MARYLAND, 
EXECUTIVE DEPARTMENT. 

I, David C. Winebrenner, 3d, secretary of state of the State of 
Maryland, do hereby certify that the aforegoing is a true and cor- 
rect copy of Joint Resolution No. 5 of the acts of the general 
assembly of 1933. 

In testimony whereof I have hereunto set my hand and affixed 
my Official seal at Annapolis, Md., this 16th day of May 1933. 

[SEAL] Davin C. WINEBRENNER, 3d, 

Secretary of State. 


The VICE PRESIDENT also laid before the Senate the 
following resolutions of the Senate of the State of Massa- 
chusetts, which were referred to the Committee on Naval 
Affairs: 


THE COMMONWEALTH OF MASSACHUSETTS, 
OFFICE OF THE SECRETARY, 
Boston. 


Resolutions relative to the United States Naval Hospital and the 
United States Marine Hospital at Chelsea 

Whereas the United States Naval Hospital and the United States 
Marine Hospital in the city of Chelsea have for many years ren- 
dered invaluable service in the care and treatment of veterans and 
employees of the Federal Government, and are equipped with 
excellent medical and surgical facilities and apparatus and skilled 
personnel; and 

Whereas said hospitals have established a notable record for 
efficient and humanitarian work in this section of the United 
States, and have made an indelible impression upon the citizens 
of our Commonwealth for the admirable service rendered during 
a long period of years: Therefore be it 

Resolved, That the senate respectfully petitions the President 
of the United States, in the interests of the public health and 
convenience, to continue these hospitals as necessary institutions 
of our Federal Government in the performance of the efficient 
and humanitarian functions for which they are especially adapted 
and fitted because of location, equipment, and mnel, as 
clearly demonstrated by their long record of public service; and 
be it further 

Resolved, That copies of these resolutions be forwarded forth- 
with by the secretary of the Commonwealth to the President of 
the United States, to the presiding officers of both branches of 
Congress, and to the Members thereof representing this Com- 
monwealth. 

In senate, adopted May 11, 1933. 


A true copy. 
Attest: 


Irvine N. Haypen, Clerk, 


F. W. Cook. 
Secretary of the Commonwealth. 
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The VICE PRESIDENT also laid before the Senate the 
following joint resolution of the Legislature of the State of 
California, which was referred to the Committee on the 
Judiciary: 

STATE OF CALIFORNIA, 
DEPARTMENT OF STATE. 

I, Frank C. Jordan, secretary of state of the State of California, 
do hereby certify that I have carefully compared the transcript, 
to which this certificate is attached, with the record on file in my 
office of which it purports to be a copy, and that the same is a 
full, true, and correct copy thereof. I further certify that this 
authentication is in due form and by the proper officer. 

In witness whereof I have hereunto set my hand and have 
caused the great seal of the State of California to be affixed 
hereto this 9th day of May 1933. 

Frank C. JORDAN, 


[SEAL] 
Secretary of State. 
By Cuas. J. HAGERTY, 
Deputy. 
Senate Joint Resolution 22 
Adopted in senate May 4, 1933. 
J. A. BEEK, 
Secretary of the Senate. 
Adopted in assembly May 4, 1933. 


ARTHUR A. OHNIMUS, 
; Chief Clerk of the Assembly. 
This resolution was received by the Governor this 8th day of 
May AD. 1933, at 4 o'clock p.m. 
Wm. A. SMITH, 


Private Secretary of the Governor. 
Chapter 66 

Senate Joint Resolution No. 22, relative to memorializing Congress 

to exempt from the provisions of legislation limiting hours of 

labor to 30 hours a week people engaged in the mining industry 

Whereas there is now pending before the Congress of the United 
States a bill introduced by Senator BLACK, known as S. 158, re- 
quiring the hours of labor of all persons to be limited to 30 hours 
per week; and 

Whereas it is the opinion of this legislature that persons en- 
gaged in the gold-mining industry should be exempt from the 
provisions of such a bill by reason of the peculiar circumstances 
surrounding the operation of that industry: Now, therefore, be it 

Resolved by the Senate and Assembly of the State of California, 
jointly, That the Congress of the United States be and it is hereby 
urgently requested and memorialized to adopt amendments to 
Senate bill 158, introduced by Mr. Brack, so that all persons en- 
gaged in the mining industry will be exempt from the operation 
of such a bill and will not be restricted in any manner as to the 
number of hours during which the mining industry may be car- 
Tied on and conducted; and be it further 

Resolved, That the Governor is requested to forward a copy of 
this resolution to the President and Vice President of the United 
States, the Speaker of the House of Representatives, and to each 
Member from the State of California in Congress. 

FRANK F. MERRIAM 


President of the Senate. 
WALTER J. LITTLE, 
Speaker of the Assembly. 


FRANK C. JORDAN, 
Secretary of State. 
Endorsed: Filed in the office of the secretary of state of the 
State of California, May 8, 1933, at 5 o'clock p.m. 
FRANK C. JORDAN, 


Secretary of State. 
By Cuas. J. HAGERTY, 
Deputy. 


The VICE PRESIDENT also laid before the Senate the 
following memorial of the Legislature of the State of Florida, 
which was referred to the Committee on the Judiciary: 


House Memorial 3 


A memorial to the Congress of the United States requesting the 
passage of House Resolution 3083 

Whereas a large percentage of the municipalities and other tax- 
ing districts within the State of Florida are hopelessly insolvent, 
due to the amount of bonds issued by said municipalities and 
other taxing districts within the State of Florida; and 

Whereas said municipalities and other taxing districts are with- 
out sufficient sources of revenue to pay of and discharge the 
bonded indebtedness owing by the respective municipalities and 
other taxing districts; and if it were undertaken to levy a suf- 
cient tax against the properties located within said respective 
municipalities and taxing districts, and enforce the collection of 
same, it would amount to a confiscation of the properties located 
ween said municipalities or other taxing districts: Now, therefore, 

Resolved by the Legisiature of the State of Florida, That the 
Congress of the United States of America is hereby respectfully 
petitioned and requested to pass House Resolution No. 3083, intro- 
duced in the House of Representatives on March 11, 1933, by the 
Honorable J. Mark Wiicex, and a companion measure introduced 


Attest: 
[SEAL] 
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in the Senate by the Honorable Duncan U. FLETCHER, and that 
the secretary of the State of Florida be directed to transmit a copy 
of this memorial under the great seal of the State to the President 
of the United States, and to the United States Congress, and to 
the Members of Congress from the State of Florida. 

Approved by the Governor of Florida May 12, 1933. 

STATE OF FLORIDA, 
Office Secretary of State, ss: 

I, R. A. Gray, secretary of state of the State of Florida, do hereby 
certify that the foregoing is a true and correct copy of House 
Memorial No. 3, as passed by the Legislature of Florida, session 
1933, and filed in this office. 

Given under my hand and the great seal of the State of Florida 
at Tallahassee, the capital, this the 15th day of May A.D. 1933, 

[SEAL] R. A. Gray, Secretary of State. 

The VICE PRESIDENT also laid before the Senate a 
resolution adopted by the Waco (Texas) Chamber of Com- 
merce, endorsing the program of President Roosevelt, and 
favoring the inauguration of a public-works program pro- 
viding highway construction in the State of Texas, which 
was referred to the Committee on Education and Labor. 

He also laid before the Senate two letters in the nature 
of memorials from citizens of the State of Louisiana, en- 
dorsing Hon. Huey P. Lone, a Senator from the State of 
Louisiana, condemning attacks made upon him and remon- 
strating against a senatorial investigation of his alleged 
acts and conduct, which were referred to the Committee on 
the Judiciary. 

He also laid before the Senate a petition of sundry cit- 
izens of New Orleans, La., praying for the passage of leg- 
islation establishing a 30-hour workweek of not more than 
6 hours per day, with a flexible provision permitting the 
employment of a worker for not more than 40 hours per 
week or 8 hours per day during a period not to exceed 10 
weeks in a year in cases of extraordinary need, which was 
referred to the Committee on the Judiciary. 

He also laid before the Senate resolutions adopted by the 
Hoboken National Memorial Association, of Hoboken, N.J. 
(endorsed by other organizations of Hudson County, N.J.), 
favoring the adoption of measures setting aside a suitable 
plot of ground in Hoboken, N.J., at the entrance of the 
piers, now in control of the United States Shipping Board, 
as a national memorial to commemorate the egress and 
ingress of the sons and daughters of the Nation who left 
for Europe or returned through this portal during the World 
War, which were referred to the Committee on the Library. 

He also laid before the Senate resolutions adopted by Vin- 
cent B. Costello Post, No. 15, the American Legion, de- 
partment of the District of Columbia, favoring a recess only 
rather than an adjournment of Congress after the conclu- 
sion of pending business “ because of the serious probability 
that during the period from June to next January there will 
be a real need and demand from the country for the repeal, 
modification, or possible extension of the authority of the 
President of the United States, and in such event it is im- 
portant that the Congress be able to take necessary action 
immediately and independently of the wishes or views of the 
Chief Executive should he fail to call another special ses- 
sion”, which was ordered to lie on the table. 

Mr. ROBINSON of Indiana presented a petition of sundry 
citizens of the State of California, praying that Congress 
restore to service-connected disabled veterans their former 
benefits, rights, privileges, ratings, schedules, compensation, 
presumptions, and pensions, which was referred to the Com- 
mittee on Finance. 

Mr. COPELAND presented a memorial of sundry citizens, 
being employees of the post office at Plattsburg, N.Y., re- 
monstrating against the passage of legislation providing for 
the compulsory retirement of Federal employees who have 
served for 30 years or reached the age of 60 years, which 
was referred to the Committee on Appropriations. 

He also presented resolutions adopted by the Westchester 
County (N.Y.) District Council of the United Brotherhood of 
Carpenters and Joiners of America, favoring the passage of 
legislation providing for a 6-hour working day, which were 
referred to the Committee on Education and Labor. 

He also presented a resolution adopted by Progressive 
Council, No. 66, Sons and Daughters of Liberty, of Freeport, 
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N. T., favoring the passage of the so-called “ Dies bill”, pro- 
viding a fixed quota for the admission of alien immigrants to 
' the United States, which was referred to the Committee on 
Immigration. 

He also presented resolutions adopted by the executive 
board of Retail Jewelers’ Associations of Greater New York, 
N.Y., favoring the passage of legislation designed to permit 
trade associations to promulgate fair rules for economic 
industrial production and distribution, which were referred 
to the Committee on the Judiciary. 

REGULATION OF BANKING 


Mr. GLASS, from the Committee on Banking and Cur- 
rency, submitted a report (No. 77) to accompany the bill 
(S. 1631) to provide for the safer and more effective use of 
the assets of Federal Reserve banks and of national banking 

associations, to regulate interbank control, to prevent the 
undue diversion of funds into speculative operations, and for 
other purposes, heretofore reported by him from that com- 
| mittee with amendments. 
REPORT OF A COMMITTEE—ASSISTANT CLERK TO THE COMMITTEE 
ON PATENTS 
Mr. BYRNES, from the Committee to Audit and Control 
the Contingent Expenses of the Senate, to which was re- 
ferred the resolution (S.Res. 63) authorizing the Committee 
on Patents to employ an assistant clerk during the Seventy- 
third Congress, reported it without amendment. 


BILLS INTRODUCED 


Bills were introduced, read the first time, and, by unani- 
mous consent, the second time, and referred as follows: 

By Mr. WHEELER: 

A bill (S. 1710) to authorize appropriations for the com- 
pletion of the public high school at Frazer, Mont.; and 

A bill (S. 1711) for the relief of certain homeless Indians 
in the State of Montana, and for other purposes; to the 
Committee on Indian Affairs. 

(Mr. Wacner introduced Senate bill 1712, which was re- 
ferred to the Committee on Finance, and appears under a 


A bill (S. 1713) for the “relief of Wayne Bert Watkins; to 
the Committee on Naval Affairs. 

By Mr. COPELAND: 

A bill (S. 1714) granting an increase of pension to Kate 
O'Donnell Wood; to the Committee on Pensions. 

A bill (S. 1715) authorizing Charles V. Bossert, his heirs 
and assigns, to construct, maintain, and operate a bridge 
across the East River between Bronx and Whitestone Land- 
ing; to the Committee on Commerce. 

By Mr. REED: 

A bill (S. 1716) for the relief of Leonard J. Mygatt; to 
the Committee on Military Affairs. 

By Mr. McNARY: 

A bill (S. 1717) to extend the provisions of the Forest 
Exchange Act to lands adjacent to the national forests in 
the State of Oregon; to the Committee on Public Lands 
and Surveys. 


CHANGE OF REFERENCE OF A RESOLUTION 


On motion of Mr. Ka, the Committee to Audit and 
Control the Contingent Expenses of the Senate was dis- 
charged from the further consideration of the resolution 
(S.Res. 79) authorizing an additional expenditure in con- 
nection with a general survey of Indian conditions in the 
United States, and it was referred to the Committee on 
Indian Affairs, 

HOUSE BILLS AND JOINT RESOLUTION REFERRED 

The following House bills and joint resolution were sev- 
erally read twice by their titles and referred as indicated 
below: 

H.R. 5091. An act to amend section 289 of the Criminal 
Code; and 

H.R. 5208. An act to amend the probation law; to the 
Committee on the Judiciary. 

H.R. 5329. An act creating the St. Lawrence Bridge Com- 
mission and authorizing said commission and its successors 


CONGRESSIONAL RECORD—SENATE 


May 17 


to construct, maintain, and operate a bridge across the St. 
Lawrence River at or near Ogdensburg, N.Y.; ordered to be 
placed on the calendar. 

H.R. 5152. An act granting the consent of Congress to the 
State Highway Commission of Virginia to replace and main- 
tain a bridge across Northwest River, in Norfolk County, 
Va., on State Highway Route No. 27; 

H.R. 5173. An act granting the consent of Congress to the 
State Highway Commission of Virginia to maintain a bridge 
already constructed to replace a weak structure in the same 
location, across the Staunton and Dan Rivers, in Mecklen- 
burg County, Va., on United States Route No. 15; 

H.R. 5476. An act to extend the times for commencing 
and completing the construction of a bridge across the 
Savannah River at or near Burtons Ferry, near Sylvania, 


; and 

H.J.Res. 159. Joint resolution granting the consent of Con- 
gress to a compact or agreement between the State of Kan- 
sas and the State of Missouri authorizing the acceptance 
for and on behalf of the States of Kansas and Missouri of 
title to a toll bridge across the Missouri River from a point 
in Platte County, Mo., to a point at or near Kansas City, in 
Wyandotte County, Kan., and specifying the conditions 

thereof; to the Committee on Commerce. 

REGULATION OF BANKING 


Mr. BULKLEY. Mr. President, I ask for a vote on my 
motion that the Senate proceed to the consideration of Sen- 
ate bill 1631, the Glass banking bill. 

The PRESIDING OFFICER (Mr. Rosrnson of Arkansas in 
the chair). The question is on the motion of the Senator 
from Ohio that the Senate proceed to the consideration of 
Senate bill 1631. 

Mr. McNARY. Mr. President, when the motion was made 
last evening I objected to the consideration of the bill upon 
the theory that I desired, and many Members of the Senate 
desired, further time in which to study the provisions of the 
Glass bill. I also made the observation that in my opinion 
expedition would be made in the trial of the impeachment 
case if our sessions were continued, and we kept that subject 
matter constantly before the attention of the Senate; not 
only that but in the interest of economy. 

When the Senator from Ohio made his motion after my 
statement, at the suggestion of the Senator from Arkansas 
(Mr. Rosson] it was decided that the matter should go 
over until today, in order that I might have an opportunity 
to confer with the Senator from Virginia, the author of the 
proposal. I had a conference with the Senator from Vir- 
ginia today. I suggested to him that in my opinion we 
should go along and finish the trial. He expressed a desire 
to get rid of his bill, and said that he did not want it de- 
layed too long a time. I then suggested that we devote the 
remainder of this week to the trial, and stated that in my 
opinion if that were done we probably could conclude the 
trial between now and Saturday. 

He seemed to appreciate that suggestion, and we had this 
understanding—I am sorry he is not here, but I want to 
tell the Senator from Ohio what the understanding is. I 
said that I should have no objection if he insisted on making 
his bill the unfinished business today, because I knew that 
he had the votes by which it could be done, with the under- 
standing that we should go forward with the trial without 
taking up the bank bill this week. He agreed to that, but 
made the statement that if there should be any break or 
pause in the trial of the impeachment case, he might come 
in with his bill. 

I will state to the able Senator from Ohio that I want 
that understanding to go into the Recorp in the absence 
of the Senator from Virginia. 

Mr. BULKLEY. Mr. President, I am sure the Senator 
from Virginia is very anxious to get the status of unfinished 
business for the Glass banking bill. Whatever assurance 
he has given the Senator from Oregon with respect to press- 
ing the bill will, of course, be carried out. I do not know 
exactly what the Senator from Virginia has said from his 
own statement. I of course accept what the Senator from 
Oregon relates as to his conversation. 
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Mr. McNARY. I am sure there is no difference of opinion 
between us. I regret the Senator’s absence, but I am sure 
he will confirm that understanding, namely, that if the 
status of unfinished business is given to this bill there will 
be no effort to take it up pending the trial of the impeach- 
ment proceeding unless there should be a pause or an inter- 
ruption in the impeachment trial. 

Mr. BULKLEY. Certainly the Senator from Virginia has 
not said anything to me that is not consistent with that. 

Mr. McNARY. Very well. I am sure that is the under- 
standing, and for that reason I shall not oppose the motion 
of the Senator from Ohio. 

The PRESIDING OFFICER. The question is on the 
motion of the Senator from Ohio. 

The motion was agreed to; and the Senate proceeded to 
the consideration of the bill (S. 1631) to provide for the 
safer and more effective use of the assets of Federal Reserve 
banks and of national banking associations, to regulate inter- 
bank control, to prevent the undue diversion of funds into 
speculative operations, and for other purposes, which had 
been reported from the Committee on Banking and Currency 
with amendments. 

The PRESIDING OFFICER. Does the Senator from Ohio 
request that the unfinished business be temporarily laid 
aside? 

Mr. BULKLEY. I make that request. 

The PRESIDING OFFICER. Without objection, that will 
be done. 


ASSISTANT CLERK TO THE COMMITTEE ON PATENTS 


Mr. WAGNER. Mr. President, the Committee to Audit 
and Control the Contingent Expenses of the Senate today 
reported unanimously a resolution authorizing the appoint- 
ment of an assistant clerk to the Committee on Patents. I 
ask that it may be considered at this time. 

Mr. McNARY. I have no objection. 

The PRESIDING OFFICER. The Senator from New York 
asks unanimous consent for the present consideration of a 
resolution, which will be read. 

The Chief Clerk read Senate Resolution 63, submitted by 
Mr. WacxER on April 28, 1933, and it was considered by the 
Senate and agreed to, as follows: 

Resolved, That the Committee on Patents hereby is authorized 
to employ an assistant clerk to be paid from the contingent fund 


of the Senate at the rate of $2,400 per annum during the Seventy- 
third Congress. 


SALARY SCHEDULES OF BANKS, PUBLIC UTILITIES, ETC, 


Mr. COSTIGAN. Mr. President, yesterday I called up 
Senate Resolution 75. The Senator from Oregon [Mr. Mc- 
Nary] at that time objected to its immediate consideration. 
May I ask the courteous Senator whether at this time he has 
any objection to the consideration of the resolution? 

Mr. McNARY. Mr. President, personally I have no objec- 
tion, but I am sorry the Senator did not earlier in the day 
make his request, when there was a larger number of Sena- 
tors present. I think he had better let the matter go now 
until tomorrow, and I suggest that the first thing tomorrow 
he make his request, because I am not able now, because of 
the absence of many Senators; to consent. 

Mr. COSTIGAN. Mr. President, I desire to give notice 
that at the appropriate time, if further objection is made 
to the consideration of the resolution, it is my intention to 
move that the resolution be taken up by the Senate. 

EXECUTIVE SESSION 

Mr. GEORGE. Mr. President, I move that the Senate 
proceed to the consideration of executive business. 

The motion was agreed to; and the Senate proceeded to 
the consideration of executive business. 

The PRESIDING OFFICER. Reports of committees are 
in order. If there be no reports of committees, the calendar 
is in order. 

THE CALENDAR 


The Chief Clerk announced Executive C, Seventy-second 
Congress, second session, a treaty between the United States 
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and the Dominion of Canada for the completion of the 
Great Lakes-St. Lawrence deep waterway, signed on July 
18, 1932, as first in order on the calendar. 

The PRESIDING OFFICER. The treaty will be passed 
over. 


DEPARTMENT OF LABOR 


The Chief Clerk read the nomination of Charles Wyzanski, 
Jr., of Massachusetts, to be Solicitor of Labor. 

The PRESIDING OFFICER. Without objection, the 
nomination is confirmed. 


DEPARTMENT OF THE INTERIOR 


The Chief Clerk read the nomination of Fred W. Johnson, 
of Wyoming, to be Commissioner of the General Land Office. 

The PRESIDING OFFICER. Without objection, the 
nomination is confirmed. 


THE JUDICIARY 


The Chief Clerk read the nomination of George E. Hoff- 
man, of Florida, to be United States attorney, northern dis- 
trict of Florida. 

The PRESIDING OFFICER. Without objection, the 
nomination is confirmed. 

That completes the calendar. 

Mr. GEORGE. Mr. President, I move that the Senate re- 
sume the consideration of legislative business. 

The motion was agreed to; and the Senate resumed legis- 
lative session. 


DEATH OF REPRESENTATIVE CHARLES HILLYER BRAND, OF GEORGIA 


The Chair lays before the Senate resolutions of the House 
of Representatives, which will be read. 
The Chief Clerk read as follows: 


House Resolution 147 


Resolved, That the House has heard with profound sorrow of the 
death of Hon. CHARLES H. Brann, a Representative from the State 


of Georgia. 

Resolved, That a committee of two Members of the House, with 
such Members of the Senate as may be joined, be appointed to 
attend the funeral. 

Resolved, That the Sergeant at Arms of the House be authorized 
and directed to take such steps as may be for 
out the provisions of these resolutions and that the necessary 

mses in connection therewith be paid out of the contingent 
fund of the House. 

Resolved, That the Clerk communicate these resolutions to the 
Senate and transmit a copy thereof to the family of the deceased. 

Resolved, That as a further mark of respect this House do now 
adjourn. 

Mr. GEORGE. I send to the desk resolutions which I ask 
to have read and immediately considered. 

The resolutions (S.Res..81) were read, considered by 
unanimous consent, and unanimously agreed to, as follows: 

Resolved, That the Senate has heard with profound sorrow the 
announcement of the death of Hon. CHARLES HILLYER Beann, late 
a Representative from the State of Georgia. 

Resolved, That a committee of two Senators be appointed by 
the Vice President to join the committee appointed on the part 
of the House of Representatives to attend the funeral of the 
deceased Representative. 

Resolved, That the Secretary communicate these resolutions to 
the House of Representatives and transmit a copy thereof to 
the family of the deceased. 

The PRESIDING OFFICER. Under the second resolu- 
tion, the Chair announces the appointment of the senior 
Senator from Georgia [Mr. GEORGE] and the junior Senator 
from Georgia [Mr. RusszLL] as members of the committee 
on the part of the Senate. 

Mr. GEORGE. Mr. President, as a further mark of re- 
spect to the memory of the deceased Representative I move 
that the Senate do now take a recess until the conclusion 
of the session of the Senate sitting as a Court of Impeach- 
ment on tomorrow. 

The motion was unanimously agreed to; and (at 4 o’clock 
and 50 minutes p.m.), the Senate took a recess until the 
conclusion of the proceedings of the Senate sitting as a 
Court of Impeachment on tomorrow, Thursday, May 18, 
1933, the hour of meeting of the Senate sitting as a Court 
of Impeachment being 10 o’clock a.m. 
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CONFIRMATIONS 
Executive nominations confirmed by the Senate May 17 
(legislative day of May 15), 1933 
SOLICITOR oF LABOR 
Charles Wyzanski, Jr., to be Solicitor of Labor. 
COMMISSIONER OF THE GENERAL LAND OFFICE 
Fred W. Johnson to be Commissioner of the General Land 
Office. 
UNITED STATES ATTORNEY 
George E. Hoffman, to be United States attorney, north- 
ern district of Florida. 


HOUSE OF REPRESENTATIVES 
WEDNESDAY, May 17, 1933 


The House met at 12 o’clock noon. 
The Chaplain, Rev. James Shera Montgomery, D.D., 
offered the following prayer: 


Our Heavenly Father, Thou who art crowned with glory 
and dominion, with infinite love and compassion toward all 
men and nations, Thou art our God. At Thy feet we lift 
our hearts and pray for that day for which the prophets, 
the apostles, and the martyrs labored and died, and for 
which we long and wait. O sacred moment, O hallowed 
spot! Lord God of hosts, the heart of the world has been 
made a common, a crimsoned, and a bloody roadway for 
man’s inhumanity to man. O it must not murder, it must 
not rob, it must not leave in misery any of Thy children of 
whatever land or race. Hear us for its redemption from the 
barbarities and the cruelties of warfare. Awaken the whole 
earth from its nightmare of wrath and hate and from its 
threatened quicksand of destruction and ruin. Be Thou, 
Almighty God, a bountiful Providence to our President as 
he seeks to hold the gates, and put into the skies of all 
lands the star of hope and the bow of promise. O breath 
of the Most High, breathe upon him and our country. 
Reign, reign, Thou art the King of Kings and the Lord of 
Lords, and unto Thee be eternal praises. Amen. 


The Journal of the proceedings of yesterday was read and 
approved. 
MESSAGE FROM THE SENATE 


A message from the Senate, by Mr. Horne, its enrolling 
clerk, announced that the Senate had agreed to the report 
of the Committee of Conference on the disagreeing votes 
of the two Houses on the amendments of the Senate to the 
bill (H.R. 5081) entitled “An act to provide for the common 
defense; to aid interstate commerce by navigation; to pro- 
vide flood control; to promote the general welfare by cre- 
ating the Tennessee Valley Authority; to operate the Muscle 
Shoals properties; and to encourage agricultural, industrial, 
and economic development.” 

The message also announced that the Senate disagrees to 
the amendments of the House to the bill (S. 753) entitled 
“An act to confer the degree of bachelor of science upon 
graduates of the Naval Academy”, requests a conference 
with the House on the disagreeing votes of the two Houses 
thereon, and appoints Mr. TRAMMELL, Mr. RUSSELL, and Mr. 
Hae to be the conferees on the part of the Senate. 


MUSCLE SHOALS 


Mr. McSWAIN. Mr. Speaker, I call up the conference 
report on the bill (H.R. 5081) to provide for the common 
defense; to aid interstate commerce by navigation; to pro- 
vide flood control; to promote the general welfare by cre- 
ating the Tennessee Valley Authority; to operate the Muscle 
Shoals properties; and to encourage agricultural, industrial, 
and economic development, and ask unanimous consent that 
the statement be read in lieu of the report. 

The SPEAKER. The gentleman from South Carolina 
asks unanimous consent that the statement of the managers 
be read in lieu of the report. Is there objection? 

There was no objectien. 

The Clerk read the statement. 
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The conference report and statement are as follows: 


CONFERENCE REPORT 

The committee of conference on the disagreeing votes of 
the two Houses on the amendment of the Senate to the bill 
(H.R. 5081) to provide for the common defense; to aid inter- 
state commerce by navigation; to provide flood control; to 
promote the general welfare by creating the Tennessee 
Valley Authority; to operate the Muscle Shoals properties; 
and to encourage agricultural, industrial, and economic 
development, having met, after full and free conference, have 
agreed to recommend and do recommend to their respective 
Houses as follows: 

That the House recede from its disagreement to the 
amendment of the Senate and agree to the same with an 
amendment as follows: In lieu of the matter inserted by the 
Senate insert the following: 

“That for the purpose of maintaining and operating the 
properties now owned by the United States in the vicinity of 
Muscle Shoals, Ala., in the interest of the national defense 
and for agricultural and industrial development, and to im- 
prove navigation in the Tennessee River and to control the 
destructive flood waters in the Tennessee River and Missis- 
sippi River Basins, there is hereby created a body corporate 
by the name of the Tennessee Valley Authority’ Cherein- 
after referred to as the ‘Corporation’). The board of 
directors first appointed shall be deemed the incorporators, 
and the incorporation shall be held to have been effected 
from the date of the first meeting of the board. This act 
may be cited as the ‘Tennessee Valley Authority Act of 
1933.’ 

“Sec. 2. (a) The board of directors of the Corporation 
(hereinafter referred to as the ‘ board’) shall be composed 
of three members, to be appointed by the President, by and 
with the advice and consent of the Senate. In appointing 
the members of the board, the President shall designate the 
chairman. All other officials, agents, and employees shall be 
designated and selected by the board. 

“(b) The terms of office of the members first taking office 
after the approval of this act shall expire as designated by 
the President at the time of nomination, 1 at the end of the 
third year, 1 at the end of the sixth year, and 1 at the end 
of the ninth year, after the date of approval of this act. 
A successor to a member of the board shall be appointed in 
the same manner as the original members and shall have a 
term of office expiring 9 years from the date of the expira- 
tion of the term for which his predecessor was appointed. 

“(c) Any member appointed to fill a vacancy in the board 
occurring prior to the expiration of the term for which his 
predecessor was appointed shall be appointed for the re- 
mainder of such term. 

“(d) Vacancies in the board so long as there shall be 
2 members in office shall not impair the powers of the 
board to execute the functions of the Corporation, and 2 
of the members in office shall constitute a quorum for the 
transaction of the business of the board. 

“(e) Each of the members of the board shall be a citizen 
of the United States, and shall receive a salary at the rate 
of $10,000 a year, to be paid by the Corporation as current 
expenses. Each member of the board, in addition to his 
salary, shall be permitted to occupy as his residence one of 
the dwelling houses owned by the Government in the vicinity 
of Muscle Shoals, Ala., the same to be designated by 
the President of the United States. Members of the board 
shall be reimbursed by the Corporation for actual expenses 
(including traveling and subsistence expenses) incurred by 
them in the performance of the duties vested in the board 
by this act. No member of said board shall, during his 
continuance in office, be engaged in any other business, but 
each member shall devote himself to the work of the Corpo: 
ration. 

) No director shall have financial interest in any 
public-utility corporation engaged in the business of dis- 
tributing and selling power to the public nor in any corpo- 
ration engaged in the manufacture, selling, or distribution 
of fixed nitrogen or fertilizer, or any ingredients thereof, nor 
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shall any member have any interest in any business that 
may be adversely affected by the success of the Corporation 
as a producer of concentrated fertilizers or as a producer of 
electric power. 

“(g) The board shall direct the exercise of all the powers 
of the Corporation. 

“(h) All members of the board shall be persons who pro- 
fess a belief in the feasibility and wisdom of this act. 

“Sec. 3. The board shall without regard to the provisions 
of Civil Service laws applicable to officers and employees of 
the United States, appoint such managers, assistant man- 
agers, officers, employees, attorneys, and agents, as are 
necessary for the transaction of its business, fix their com- 
pensation, define their duties, require bonds of such of them 
as the board may designate, and provide a system of or- 
ganization to fix responsibility and promote efficiency. Any 
appointee of the board may be removed in the discretion of 
the board. No regular officer or employee of the Corpora- 
tion shall receive a salary in excess of that received by the 
members of the board. 

“All contracts to which the Corporation is a party and 
which require the employment of laborers and mechanics 
in the construction, alteration, maintenance, or repair of 
buildings, dams, locks, or other projects shall contain a 
provision that not less than the prevailing rate of wages for 
work of a similar nature prevailing in the vicinity shall be 
paid to such laborers or mechanics. 

“In the event any dispute arises as to what are the pre- 
vailing rates of wages, the question shall be referred to the 
Secretary of Labor for determination, and his decision shall 
be final. In the determination of such prevailing rate or 
rates, due regard shall be given to those rates which have 
been secured through collective agreement by representatives 
of employers and employees. 

“Where such work as is described in the two preceding 
paragraphs is done directly by the Corporation the prevailing 
rate of wages shall be paid in the same manner as though 
such work had been let by contract. 

“Insofar as applicable the benefits of the act entitled ‘An 
act to provide compensation for employees of the United 
States suffering injuries while in the performance of their 
duties, and for other purposes’, approved September 7, 1916, 
as amended, shall extend to persons given employment under 
the provisions of this act. 

“Sec. 4. Except as otherwise specifically provided in this 
act, the Corporation— 

“(a) Shall have succession in its corporate name. 

“(b) May sue and be sued in its corporate name. 

“(c) May adopt and use a corporate seal, which shall be 
judically noticed. 

„d) May make contracts, as herein authorized. 

“(e) May adopt, amend, and repeal bylaws. 

“(f) May purchase or lease and hold such real and per- 
sonal property as it deems necessary or convenient in the 
transaction of its business, and may dispose of any such 
personal property held by it. 

“The board shall select a treasurer and as many assistant 
treasurers as it deems proper, which treasurer and assistant 
treasurers shall give such bonds for the safe keeping of the 
securities and moneys of the said Corporation as the board 
may require: Provided, That any member of said board may 
be removed from office at any time by a concurrent resolution 
of the Senate and the House of Representatives. 

“(g) Shall have such powers as may be necessary or 
appropriate for the exercise of the powers herein specifically 
conferred upon the Corporation. 

“(h) Shall have power in the name of the United States 
of America to exercise the right of eminent domain, and in 
the purchase of any real estate or the acquisition of real 
estate by condemnation proceedings, the title to such real 
estate shall be taken in the name of the United States of 
America, and thereupon all such real estate shall be en- 
trusted to the Corporation as the agent of the United States 
to accomplish the purposes of this act. 
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“(i) Shall have power to acquire real estate for the con- 
struction of dams, reservoirs, transmission lines, power 
houses, and other structures, and navigation projects at any 
point along the Tennessee River, or any of its tributaries, 
and in the event that the owner or owners of such property 
shall fail and refuse to sell to the Corporation at a price 
deemed fair and reasonable by the board, then the Corpora- 
tion may proceed to exercise the right of eminent domain, 
and to condemn all property that it deems necessary for 
carrying out the purposes of this act, and all such con- 
demnation proceedings shall be had pursuant to the pro- 
visions and requirements hereinafter specified, with reference 
to any and all condemnation proceedings. 

“(j) Shall have power to construct dams, reservoirs, power 
houses, power structures, transmission lines, navigation 
projects, and incidental works in the Tennessee River and 
its tributaries, and to unite the various power installations 
into one or more systems by transmission lines. 

“Sec. 5. The board is hereby authorized— 

“(a) To contract with commercial producers for the pro- 
duction of such fertilizers or fertilizer materials as may be 
needed in the Government’s program of development and 
introduction in excess of that produced by Government 
plants. Such contracts may provide either for outright pur- 
chase of materials by the board or only for the payment of 
carrying charges on special materials manufactured at the 
board’s request for its program. 

“(b) To arrange with farmers and farm organizations 
for large-scale practical use of the new forms of fertilizers 
under conditions permitting an accurate measure of the 
economic return they produce. 

“(c) To cooperate with National, State, district, or county 
experimental stations or demonstration farms, for the use 
of new forms of fertilizer or fertilizer practices during the 
initial or experimental period of their introduction. 

d) The board in order to improve and cheapen the pro- 
duction of fertilizer is authorized to manufacture and sell 
fixed nitrogen, fertilizer, and fertilizer ingredients at Muscle 
Shoals by the employment of existing facilities, by modern- 
izing existing plants, or by any other process or processes 
that in its judgment shall appear wise and profitable for the 
fixation of atmospheric nitrogen or the cheapening of the 
production of fertilizer. 

“(e) Under the authority of this act the board may make 
donations or sales of the product of the plant or plants 
operated by it to be fairly and equitably distributed through 
the agency of county demonstration agents, agricultural col- 
leges, or otherwise as the board may direct, for experimenta- 
tion, education, and introduction of the use of such products 
in cooperation with practical farmers so as to obtain infor- 
mation as to the value, effect, and best methods of their use. 

“(f) The board is authorized to make alterations, modi- 
fications, or improvements in existing plants and facilities, 
and to construct new plants. 

“(g) In the event it is not used for the fixation of nitrogen 
for agricultural purposes, or leased, then the board shall 
maintain in stand-by condition nitrate plant no. 2, or its 
equivalent, for the fixation of atmospheric nitrogen, for the 
production of explosives in the event of war or a national 
emergency, until the Congress shall by joint resolution re- 
lease the board from this obligation, and if any part thereof 
be used by the board for the manufacture of phosphoric acid 
or potash, the balance of nitrate plant no. 2 shall be kept in 
stand-by condition. 

“(h) To establish, maintain, and operate laboratories and 
experimental plants, and to undertake experiments for the 
purpose of enabling the corporation to furnish nitrogen 
products for military purposes, and nitrogen and other 
fertilizer products for agricultural purposes in the most 
economical manner and at the highest standard of efficiency. 

i) To request the assistance and advice of any officer, 
agent, or employee of any executive department or of any in- 
dependent office of the United States, to enable the Corpora- 
tion the better to carry out its powers successfully, and as 
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far as practicable shall utilize the services of such officers, 
agents, and employees, and the President shall, if in his 
opinion the public interest, service, or economy so require, 
direct that such assistance, advice, and service be rendered 
to the Corporation, and any individual that may be by the 
President directed to render such assistance, advice, and 
service shall be thereafter subject to the orders, rules, and 
regulations of the board: Provided, That any invention or 
discovery made by virtue of and incidental to such service by 
an employee of the Government of the United States serving 
under this section, or by any employee of the Corporation, 
together with any patents which may be granted thereon, 
shall be the sole and exclusive property of the Corporation, 
which is hereby authorized to grant such licenses thereunder 
as shall be authorized by the board: Provided further, That 
the board may pay to such inventor such sum from the in- 
come from sale of licenses as it may deem proper. 

“(j) Upon the requisition of the Secretary of War or the 
Secretary of the Navy to manufacture for and sell at cost 
to the United States explosives or their nitrogenous content. 

“(k) Upon the requisition of the Secretary of War the 
Corporation shall allot and deliver without charge to the 
War Department so much power as shall be necessary in the 
judgment of said Department for use in operation of all 
locks, lifts, or other facilities in aid of navigation. 

“(1) To produce, distribute, and sell electric power, as 
herein particularly specified. 

“(m) No products of the Corporation shall be sold for use 
outside of the United States, its Territories and posses- 
sions, except to the United States Government for the use 
of its Army and Navy, or to its allies in case of war. 

“(n) The President is authorized, within 12 months after 
the passage of this act, to lease to any responsible farm 
organization or to any corporation organized by it nitrate 
plant no. 2 and Waco Quarry, together with the railroad 
connecting said quarry with nitrate plant no. 2, for a term 
not exceeding 50 years at a rental of not less than $1 per 
year, but such authority shall be subject to the express 
condition that the lessee shall use said property during the 
term of said lease exclusively for the manufacture of fer- 
tilizer and fertilizer ingredients to be used only in the manu- 
facture of fertilizer by said lessee and sold for use as fer- 
tilizer. The said lessee shall covenant to keep said property 
in first-class condition, but the lessee shall be authorized to 
modernize said plant no. 2 by the installation of such ma- 
chinery as may be necessary, and is authorized to amortize 
the cost of said machinery and improvements over the term 
of said lease or any part thereof. Said lease shall also pro- 
vide that the board shall sell to the lessee power for the 
operation of said plant at the same schedule of prices that 
it charges all other customers for power of the same class 
and quantity. Said lease shall also provide that, if the said 
lessee does not desire to buy power of the publicly owned 
plant, it shall have the right to purchase its power for the 
operation of said plant of the Alabama Power Co. or any 
other publicly or privately owned corporation engaged in the 
generation and sale of electric power, and in such case the 
lease shall provide further that the said lessee shall have a 
free right of way to build a transmission line over Govern- 
ment property to said plant, paying the actual expenses and 
damages, if any, incurred by the Corporation on account of 
such line. Said lease shall also provide that the said lessee 
shall covenant that during the term of said lease the said 
lessee shall not enter into any illegal monopoly, combination, 
or trust with any privately owned corporation engaged in 
the manufacture, production, and sale of fertilizer with the 
object or effect of increasing the price of fertilizer to the 
farmer. 

“Sec. 6. In the appointment of officials and the selection 
of employees for said Corporation, and in the promotion of 
any such employees or officials, no political test or qualifica- 
tion shall be permitted or given consideration, but all such 
appointments and promotions shall be given and made on 
the basis of merit and efficiency. Any member of said 
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board who is found by the President of the United States 
to be guilty of a violation of this section shall be removed 
from office by the President of the United States, and any 
appointee of said board who is found by the board to be 
guilty of a violation of this section shall be removed from 
office by said board. 

“Sec. 7. In order to enable the Corporation to exercise 
the powers and duties vested in it by this act— 

“(a) The exclusive use, possession, and control of the 
United States nitrate plants nos. 1 and 2, including 
steam plants located, respectively, at Sheffield, Ala., and 
Muscle Shoals, Ala., together with all real estate and build- 
ings connected therewith, all tools and machinery, equip- 
ment, accessories, and materials belonging thereto, and ail 
laboratories and plants used as auxiliaries thereto; the 
fixed-nitrogen research laboratory, the Waco limestone 
quarry, in Alabama, and Dam No. 2, located at Muscle 
Shoals, its power house, and all hydroelectric and operating 
appurtenances (except the locks), and all machinery, lands, 
and buildings in connection therewith, and all appurte- 
nances thereof, and all other property to be acquired by the 
Corporation in its own name or in the name of the United 
States of America, are hereby intrusted to the Corporation 
for the purposes of this act. 

b) The President of the United States is authorized to 
provide for the transfer to the Corporation of the use, pos- 
session, and control of such other real or personal property 
of the United States as he may from time to time deem 
necessary and proper for the purposes of the Corporation 
as herein stated. 

“Sec. 8. (a) The Corporation shall maintain its principal 
office in the immediate vicinity of Muscle Shoals, Ala. The 
Corporation shall be held to be an inhabitant and resident 
of the northern judicial district of Alabama within the 
meaning of the laws of the United States relating to the 
venue of civil suits. : 

“(b) The Corporation shall at all times maintain com- 
plete and accurate books of accounts. 

„e) Each member of the board, before entering upon the 
duties of his office, shall subscribe to an oath (or affirma- 
tion) to support the Constitution of the United States and 
to faithfully and impartially perform the duties imposed 
upon him by this act. 

“Sec. 9. (a) The board shall file with the President and 
with the Congress, in December of each year, a financial 
statement and a complete report as to the business of the 
Corporation covering the preceding governmental fiscal year. 
This report shall include an itemized statement of the cost of 
power at each power station, the total number of employees, 
and the names, salaries, and duties of those receiving com- 
pensation at the rate of more than $1,500 a year. 

“(b) The Comptroller General of the United States shall 
audit the transactions of the Corporation at such times as he 
shall determine, but not less frequently than once each gov- 
ernmental fiscal year, with personnel of his selection. In 
such connection he and his representatives shall have free 
and open access to all papers, books, records, files, accounts, 
plants, warehouses, offices, and all other things, property 
and places belonging to or under the control of or used or 
employed by the Corporation, and shall be afforded full 
facilities for counting all cash and verifying transactions 
with and balances in depositaries. He shall make report 
of each such audit in quadruplicate, 1 copy for the Presi- 
dent of the United States, 1 for the chairman of the board, 
1 for public inspection at the principal office of the Cor- 
poration, and the other to be retained by him for the uses 
of the Congress. The expenses of each such audit may be 
paid from moneys advanced therefor by the Corporation, or 
from any appropriation or appropriations for the General 
Accounting Office, and appropriations so used shall be re- 
imbursed promptly by the Corporation as billed by the 
Comptroller General. All such audit expenses shall be 
charged to operating expenses of the Corporation. The 
Comptroller General shall make special report to the Presi- 
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dent of the United States and to the Congress of any trans- 
action or condition found by him to be in conflict with the 
powers or duties intrusted to the Corporation by law. 

“Sec. 10. The board is hereby empowered and authorized 
to sell the surplus power not used in its operations, and for 
operation of locks and other works generated by it, to States, 
counties, municipalities, corporations, partnerships, or indi- 
viduals, according to the policies hereinafter set forth; and 
to carry out said authority, the board is authorized to enter 
into contracts for such sale for a term not exceeding 20 
years, and in the sale of such current by the board it shall 
give preference to States, counties, municipalities, and co- 
operative organizations of citizens or farmers, not organized 
or doing business for profit, but primarily for the purpose of 
supplying electricity to its own citizens or members: Pro- 
vided, That all contracts made with private companies or 
individuals for the sale of power, which power is to be resold 
for a profit, shall contain a provision authorizing the board 
to cancel said contract upon 5 years’ notice in writing, if the 
board needs said power to supply the demands of States, 
counties, or municipalities. In order to promote and en- 
courage the fullest possible use of electric light and power on 
farms within reasonable distance of any of its transmission 
lines the board in its discretion shall have power to con- 
struct transmission lines to farms and small villages that 
are not otherwise supplied with electricity at reasonable 
rates, and to make such rules and regulations governing 
such sale and distribution of such electric power as in its 
judgment may be just and equitable: Provided further, That 
the board is hereby authorized and directed to make studies, 
experiments, and determinations to promote the wider and 
better use of electric power for agricultural and domestic 
use, or for small or local industries, and it may cooperate 
with State governments, or their subdivisions or agencies, 
with educational or research institutions, and with coopera- 
tives or other organizations, in the application of electric 
power to the fuller and better balanced development of the 
resources of the region. 

“ Sec. 11, It is hereby declared to be the policy of the Gov- 
ernment so far as practical to distribute and sell the sur- 
plus power generated at Muscle Shoals equitably among 
the States, counties, and municipalities within transmission 
distance. This policy is further declared to be that the 
projects herein provided for shall be considered primarily 
as for the benefit of the people of the section as a whole and 
particularly the domestic and rural consumers to whom the 
power can economically be made available, and accordingly 
that sale to and use by industry shall be a secondary pur- 
pose, to be utilized principally to secure a sufficiently high 
load factor and revenue returns which will permit domestic 
and rural use at the lowest possible rates and in such man- 
ner as to encourage increased domestic and rural use of 
electricity. It is further hereby declared to be the policy 
of the Government to utilize the Muscle Shoals properties so 
far as may be necessary to improve, increase, and cheapen 
the production of fertilizer and fertilizer ingredients by car- 
rying out the provisions of this act. 

“Sec. 12. In order to place the board upon a fair basis for 
making such contracts and for receiving bids for the sale 
of such power, it is hereby expressly authorized, either from 
appropriations made by Congress or from funds secured 
from the sale of such power, or from funds secured by the 
sale of bonds hereafter provided for, to construct, lease, 
purchase, or authorize the construction of transmission lines 
within transmission distance from the place where gener- 
ated, and to interconnect with other systems. The board 
is also authorized to lease to any person, persons, or cor- 
poration the use of any transmission line owned by the 
Government and operated by the board, but no such lease 
shall be made that in any way interferes with the use of 
such transmission line by the board: Provided, That if any 
State, county, municipality, or other public or cooperative 
organization of citizens or farmers, not organized or doing 
business for profit, but primarily for the purpose of sup- 
plying electricity to its own citizens or members, or any two 
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or more of such municipalities or organizations, shall con- 
struct or agree to construct and maintain a properly de- 
signed and built transmission line to the Government res- 
ervation upon which is located a Government generating 
plant, or to a main transmission line owned by the Gov- 
ernment or leased by the board and under the control of 
the board, the board is hereby authorized and directed to 
contract with such State, county, municipality, or other 
organization, or two or more of them, for the sale of elec- 
tricity for a term not exceeding 30 years; and in any such 
case the board shall give to such State, county, municipality, 
or other organization ample time to fully comply with any 
local law now in existence or hereafter enacted providing 
for the necessary legal authority for such State, county, 
municipality, or other organization to contract with the 
board for such power: Provided further, That all contracts 
entered into between the Corporation and any municipality 
or other political subdivision or cooperative organization shall 
provide that the electric power shall be sold and distributed 
to the ultimate consumer without discrimination as between 
consumers of the same class, and such contract shall be 
voidable at the election of the board if a discriminatory rate, 
rebate, or other special concession is made or given to any 
consumer or user by the municipality or other political sub- 
division or cooperative organization: And provided further, 
That as to any surplus power not so sold as above provided 
to States, counties, municipalities, or other said organiza- 
tions, before the board shall sell the seme to any person or 
corporation engaged in the distribution and resale of elec- 
tricity for profit, it shall require said person or corporation 
to agree that any resale of such electric power by said per- 
son or corporation shall be made to the ultimate consumer 
of such electric power at prices that shall not exceed a 
schedule fixed by the board from time to time as reasonable, 
just, and fair; and in case of any such sale, if an amount is 
charged the ultimate consumer which is in excess of the 
price so deemed to be just, reasonable, and fair by the 
board, the contract for such sale between the board and 
such distributor of electricity shall be voidable at the elec- 
tion of the board: And provided further, That the board is 
hereby authorized to enter into contracts with other power 
systems for the mutual exchange of unused excess power 
upon suitable terms, for the conservation of stored water, 
and as an emergency or break-down relief. 

“Src. 13. Five percent of the gross proceeds received by 
the board for the sale of power generated at Dam No. 2, or 
from any other hydropower plant hereafter constructed in 
the State of Alabama, shall be paid to the State of Ala- 
bama; and 5 percent of the gross proceeds from the sale 
of power generated at Cove Creek Dam, hereinafter pro- 
vided for, or any other dam located in the State of Ten- 
nessee, shall be paid to the State of Tennessee. Upon the 
completion of said Cove Creek Dam the board shall ascer- 
tain how much additional power is thereby generated at 
Dam No. 2 and at any other dam hereafter constructed by 
the Government of the United States on the Tennessee 
River, in the State of Alabama, or in the State of Tennessee, 
and from the gross proceeds of the sale of such additional 
power 2% percent shall be paid to the State of Alabama 
and 2% percent to the State of Tennessee. These per- 
centages shall apply to any other dam that may hereafter 
be constructed and controlled and operated by the board on 
the Tennessee River or any of its tributaries, the main pur- 
pose of which is to control flood waters and where the de- 
yelopment of electric power is incidental to the operation of 
such flood-control dam. In ascertaining the gross proceeds 
from the sale of such power upon which a percentage is paid 
to the States of Alabama and Tennessee, the board shall not 
take into consideration the proceeds of any power sold or 
delivered to the Government of the United States, or any 
department or agency of the Government of the United 
States, used in the operation of any locks on the Tennessee 
River or for any experimental purpose, or for the manufac- 
ture of fertilizer or any of the ingredients thereof, or for any 
other governmental purpose: Provided, That the percentages 
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to be paid to the States of Alabama and Tennessee, as pro- 
vided in this section, shall be subject to revision and change 
by the board, and any new percentages established by the 
board, when approved by the President, shall remain in 
effect until and unless again changed by the board with the 
approval of the President. No change of said percentages 
shall be made more often than once in 5 years, and no 
change shall be made without giving to the States of Ala- 
bama and Tennessee an opportunity to be heard. 

“Sec. 14. The board shall make a thorough investigation 
as to the present value of Dam No. 2, and the steam 
plants at nitrate plant no. 1, and nitrate plant no. 2, and 
as to the cost of Cove Creek Dam, for the purpose of ascer- 
taining how much of the value or the cost of said properties 
shall be allocated and charged up to (1) flood control, 
(2) navigation, (3) fertilizer, (4) national defense, and 
(5) the development of power. The findings thus made 
by the board, when approved by the President of the United 
States, shall be final, and such findings shall thereafter be 
used in all allocation of value for the purpose of keeping 
the book value of said properties. In like manner, the cost 
and book value of any dams, steam plants, or other similar 
improvements hereafter constructed and turned over to said 
board for the purpose of control and management shall be 
ascertained and allocated. 

“Sec. 15. In the construction of any future dam, steam 
plant, or other facility, to be used in whole or in part for the 
generation or transmission of electric power, the board is 
hereby authorized and empowered to issue on the credit of 
the United States and to sell serial bonds not exceeding 
$50,000,000 in amount, having a maturity not more than 50 
years from the date of issue thereof, and bearing interest not 
exceeding 34 percent per annum. Said bonds shall be is- 
sued and sold in amounts and prices approved by the Secre- 
tary of the Treasury, but all such bonds as may be so issued 
and sold shall have equal rank. None of said bonds shall 
be sold below par, and no fee, commission, or compensation 
whatever shall be paid to any person, firm, or corporation 
for handling, negotiating the sale, or selling the said bonds, 
All of such bonds so issued and sold shall have all the rights 
and privileges accorded by law to Panama Canal bonds, 
authorized by section 8 of the act of June 28, 1902, chapter 
1302, as amended by the act of December 21, 1905 (ch. 3, 
sec. 1, 34 Stat. 5), as now compiled in section 743 of title 31 
of the United States Code. All funds derived from the sale 
of such bonds shall be paid over to the Corporation. 

“Sec. 16. The board, whenever the President deems it 
advisable, is hereby empowered and directed to complete 
Dam No. 2 at Muscle Shoals, Ala., and the steam plant at 
nitrate plant no. 2, in the vicinity of Muscle Shoals, by in- 
stalling in Dam No. 2 the additional power units according 
to the plans and specifications of said dam, and the addi- 
tional power unit in the steam plant at nitrate plant no. 2. 

“Sec. 17. The Secretary of War, or the Secretary of the 
Interior, is hereby authorized to construct, either directly or 
by contract to the lowest responsible bidder, after due adver- 
tisement, a dam in and across Clinch River in the State of 
Tennessee, which has by long custom become known and 
designated as the Cove Creek Dam, together with a trans- 
mission line from Muscle Shoals, according to the latest and 
most approved designs, including power house and hydro- 
electric installations and equipment for the generation of 
power, in order that the waters of the said Clinch River may 
be impounded and stored above said dam for the purpose of 
increasing and regulating the flow of the Clinch River and 
the Tennessee River below, so that the maximum amount of 
primary power may be developed at Dam No. 2 and at any 
and all other dams below the said Cove Creek Dam: Pro- 
vided, however, That the President is hereby authorized by 
appropriate order to direct the employment by the Secretary 
of War, or by the Secretary of the Interior, of such engineer 
or engineers as he may designate, to perform such duties and 
obligations as he may deem proper, either in the drawing of 
plans and specifications for said dam, or to perform any 
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other work in the building or construction of the same. 
The President may, by such order, place the control of the 
construction of said dam in the hands of such engineer or 
engineers taken from private life as he may desire: And 
provided further, That the President is hereby expressly 
authorized, without regard to the restriction or limitation of 
any other statute, to select attorneys and assistants for the 
purpose of making any investigation he may deem proper to 
ascertain whether, in the control and management of Dam 
No. 2, or any other dam or property owned by the Govern- 
ment in the Tennessee River Basin, or in the authorization 
of any improvement therein, there has been any undue or 
unfair advantage given to private persons, partnerships, or 
corporations, by any officials or employees of the Govern- 
ment, or whether in any such matters the Government has 
been injured or unjustly deprived of any of its rights. 

“Sec. 18. In order to enable and empower the Secretary 
of War, the Secretary of the Interior, or the board to carry 
out the authority hereby conferred, in the most economical 
and efficient manner, he or it is hereby authorized and em- 
powered in the exercise of the powers of national defense, in 
aid of navigation, and in the control of the flood waters of 
the Tennessee and Mississippi Rivers, constituting channels 
of interstate commerce, to exercise the right of eminent 
domain for all purposes of this act, and to condemn all lands, 
easements, rights of way, and other area necessary in order 
to obtain a site for said Cove Creek Dam, and the flowage 
rights for the reservoir of water above said dam, and to 
negotiate and conclude contracts with States, counties, 
municipalities, and all State agencies and with railroads, 
railroad corporations, common carriers, and all public-utility 
commissions and any other person, firm, or corporation, for 
the relocation of railroad tracks, highways, highway bridges, 
mills, ferries, electric-light plants, and any and all other 
properties, enterprises, and projects whose removal may be 
necessary in order to carry out the provisions of this act. 
When said Cove Creek Dam, transmission line, and power 
house shall have been completed, the possession, use, and 
control thereof shall be intrusted to the Corporation for use 
and operation in connection with the general Tennessee 
Valley project, and to promote flood control and navigation 
in the Tennessee River. 

“Sec. 19. The Corporation, as an instrumentality and 
agency of the Government of the United States for the pur- 
pose of executing its constitutional powers, shall have access 
to the Patent Office of the United States for the purpose of 
studying, ascertaining, and copying all methods, formulas 
and scientific information (not including access to pending 
applications for patents) necessary to enable the Corpora- 
tion to use and employ the most efficacious and economical 
process for the production of fixed nitrogen, or any essential 
ingredient of fertilizer, or any method of improving and 
cheapening the production of hydroelectric power, and any 
owner of a patent whose patent rights may have been thus 
in any way copied, used, infringed, or employed by the exer- 
cise of this authority by the Corporation shall have as the 
exclusive remedy a cause of action against the Corporation 
to be instituted and prosecuted on the equity side of the 
appropriate district court of the United States, for the re- 
covery of reasonable compensation for such infringement. 
The Commissioner of Patents shall furnish to the Corpora- 
tion, at its request and without payment of fees, copies of 
documents on file in his office: Provided, That the benefits 
of this section shall not apply to any art, machine, method 
of manufacture, or composition of matter, discovered or in- 
vented by such employee during the time of his employment 
or service with the Corporation or with the Government of 
the United States. 

“Sec. 20. The Government of the United States hereby 
reserves the right, in case of war or national emergency 
declared by Congress, to take possession of all or any part 
of the property described or referred to in this act for the 
purpose of manufacturing explosives or for other war pur- 
poses; but, if this right is exercised by the Government, it 
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shall pay the reasonable and fair damages that may be 
suffered by any party whose contract for the purchase of 
electric power or fixed nitrogen or fertilizer ingredients is 
hereby violated, after the amount of the damages has been 
fixed by the United States Court of Claims in proceedings 
instituted and conducted for that purpose under rules pre- 
scribed by the court. 

“Sec. 21. (a) All general penal statutes relating to the 
larceny, embezzlement, conversion, or to the improper han- 
dling, retention, use, or disposal of public moneys or prop- 
erty of the United States shall apply to the moneys and 
property of the Corporation and to moneys and properties 
of the United States intrusted to the corporation. 

“(b) Any person who, with intent to defraud the Corpora- 
tion, or to deceive any director, officer, or employee of the 
Corporation or any officer or employee of the United States, 
(1) makes any false entry in any book of the Corporation, 
or (2) makes any false report or statement for the Corpo- 
ration, shall, upon conviction thereof, be fined not more 
than $10,000, or imprisoned not more than 5 years, or both. 

“(c) Any person who shall receive any compensation, 
rebate, or reward, or shall enter into any conspiracy, collu- 
sion, or agreement, express or implied, with intent to de- 
fraud the Corporation or wrongfully and unlawfully to 
defeat its purposes, shall, on conviction thereof, be fined not 
more than $5,000, or imprisoned not more than 5 years, or 
both. 

“Sec. 22. To aid further the proper use, conservation, and 
development of the natural resources of the Tennessee River 
drainage basin and of such adjoining territory as may be 
related to or materially affected by the development conse- 
quent to this act, and to provide for the general welfare 
of the citizens of said areas, the President is hereby au- 
thorized, by such means or methods as he may deem proper 
within the limits of appropriations made therefor by Con- 
gress, to make such surveys of and general plans for said 
Tennessee Basin and adjoining territory as may be useful to 
the Congress and to the several States in guiding and con- 
trolling the extent, sequence, and nature of development 
that may be equitably and economically advanced through 
the expenditure of public funds, or through the guidance or 
control of public authority, all for the general purpose of 
fostering an orderly and proper physical, economic, and 
social development of said areas; and the President is fur- 
ther authorized in making said surveys and plans to co- 
operate with the States affected thereby, or subdivisions or 
agencies of such States, or with cooperative or other organi- 
zations, and to make such studies, experiments, or demon- 
strations as may be necessary and suitable to that end. 

“Sec. 23. The President shall, from time to time, as the 
work provided for in the preceding section progresses, recom- 
mend to Congress such legislation as he deems proper to 
carry out the general purposes stated in said section, and 
for the especial purpose of bringing about in said Tennessee 
drainage basin and adjoining territory in conformity with 
Said general purposes (1) the maximum amount of flood 
control; (2) the maximum development of said Tennessee 
River for navigation purposes; (3) the maximum generation 
of electric power consistent with flood control and naviga- 
tion; (4) the proper use of marginal lands; (5) the proper 
method of reforestation of all lands in said drainage basin 
suitable for reforestation; and (6) the economic and social 
well-being of the people living in said river basin. 

“Sec. 24. For the purpose of securing any rights of flow- 
age, or obtaining title to or possession of any property, real 
or personal, that may be necessary or may become neces- 
sary, in the carrying out of any of the provisions of this 
act, the President of the United States for a period of 3 
years from the date of the enactment of this act, is hereby 
authorized to acquire title in the name of the United States 
to such rights or such property, and to provide for the pay- 
ment for same by directing the board to contract to deliver 
power generated at any of the plants now owned or here- 
after owned or constructed by the Government or by said 
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Corporation, such future delivery of power to continue for 
a period not exceeding 30 years. Likewise, for 1 year after 
the enactment of this act, the President is further au- 
thorized to sell or lease any parcel or part of any vacant 
real estate now owned by the Government in said Tennessee 
River Basin, to persons, firms, or corporations who shall 
contract to erect thereon factories or manufacturing estab- 
lishments, and who shall contract to purchase of said Cor- 
poration electric power for the operation of any such factory 
or manufacturing establishment. No contract shall be made 
by the President for the sale of any of such real, estate as 
may be necessary for present or future use on the part of 
the Government for any of the purposes of this act. Any 
such contract made by the President of the United States 
shall be carried out by the board: Provided, That no such 
contract shall be made that will in any way abridge or take 
away the preference right to purchase power given in this 
act to States, counties, municipalities, or farm organizations: 
Provided further, That no lease shall be for a term to exceed 
50 years: Provided further, That any sale shall be on con- 
dition that said land shall be used for industrial purposes 


“Sec. 25. The Corporation may cause proceedings to be 
instituted for the acquisition by condemnation of any lands, 
easements, or rights of way which, in the opinion of the 
Corporation, are necessary to carry out the provisions of this 
act. The proceedings shall be instituted in the United 
States district court for the district in which the land, ease- 
ment, right of way, or other interest, or any part thereof, 
is located, and such court shall have full jurisdiction to 
divest the complete title to the property sought to be ac- 
quired out of all persons or claimants and vest the same in 
the United States in fee simple, and to enter a decree quiet- 
ing the title thereto in the United States of America. 

“Upon the filing of a petition for condemnation and for 
the purpose of ascertaining the value of the property to be 
acquired, and assessing the compensation to be paid, the 
court shall appoint three commissioners who shall be dis- 
interested persons and who shall take and subscribe an oath- 
that they do not own any lands, or interest or easement in 
any lands, which it may be desirable for the United States 
to acquire in the furtherance of said project, and such com- 
missioners shall not be selected from the locality wherein 
the land sought to be condemned lies. Such commissioners 
shall receive a per diem of not to exceed $15 for their serv- 
ices, together with an additional amount of $5 per day for 
subsistence for time actually spent in performing their 
duties as commissioners. 

“Tt shall be the duty of such commissioners to examine 
into the value of the lands sought to be condemned, to con- 
duct hearings and receive evidence, and generally to take 
such appropriate steps as may be proper for the determina- 
tion of the value of the said lands sought to be condemned, 
and for such purpose the commissioners are authorized to 
administer oaths and subpena witnesses, which said wit- 
nesses shall receive the same fees as are provided for wit- 
nesses in the Federal courts. The said commissioners shall 
thereupon file a report setting forth their conclusions as to 
the value of the said property sought to be condemned, 
making a separate award and valuation in the premises with 
respect to each separate parcel involved. Upon the filing of 
such award in court the clerk of said court shall give notice 
of the filing of such award to the parties to said proceeding, 
in manner and form as directed by the judge of said court. 

“ Either or both parties may file exceptions to the award 
of said commissioners within 20 days from the date of the 
filing of said award in court. Exceptions filed to such award 
shall be heard before three Federal district judges unless 
the parties, in writing, in person, or by their attorneys, 
stipulate that the exceptions may be heard before a lesser 
number of judges. On such hearing such judges shall pass 
de novo upon the proceedings had before the commissioners, 
may view the property, and may take additional evidence. 
Upon such hearings the said judges shall file their own 
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award, fixing therein the value of the property sought to be 
condemned, regardless of the award previously made by the 
said commissioners. 

“At any time within 30 days from the filing of the deci- 
sion of the district judges upon the hearing on exceptions to 
the award made by the commissioners, either party may 
appeal from such decision of the said judges to the circuit 
court of appeals, and the said circuit court of appeals shall 
upon the hearing on said appeal dispose of the same upon 
the record, without regard to the awards or findings there- 
tofore made by the commissioners or the district judges, and 
such circuit court of appeals shall thereupon fix the value of 
the said property sought to be condemned. 

Upon acceptance of an award by the owner of any prop- 
erty herein provided to be appropriated, and the payment of 
the money awarded or upon the failure of either party to file 
exceptions to the award of the commissioners within the 
time specified, or upon the award of the commissioners, and 
the payment of the money by the United States pursuant 
thereto, or the payment of the money awarded into the 
registry of the court by the Corporation, the title to said 
property and the right to the possession thereof shall pass 
to the United States, and the United States shall be entitled 
to a writ in the same proceeding to dispossess the former 
owner of said property, and all lessees, agents, and attorneys 
of such former owner, and to put the United States, by its 
corporate creature and agent, the Corporation, into posses- 
sion of said property. 

In the event of any property owned in whole or in part 
by minors, or insane persons, or incompetent persons, or 
estates of deceased persons, then the legal representatives 
of such minors, insane persons, incompetent persons, or 
estates shall have power, by and with the consent and ap- 
proval of the trial judge in whose court said matter is for 
determination, to consent to or reject the awards of the 
commissioners herein provided for, and in the event that 
there be no legal representatives, or that the legal repre- 
sentatives for such minors, insane persons, or incompetent 
persons shall fail or decline to act, then such trial judge 
may, upon motion, appoint a guardian ad litem to act for 
such minors, insane persons, or incompetent persons, and 
such guardian ad litem shall act to the full extent and to 
the same purpose and effect as his ward could act, if com- 
petent, and such guardian ad litem shall be deemed to have 
full power and authority to respond, to conduct, or to main- 
tain any proceeding herein provided for affecting his said 
ward. 

“Sec. 26. The net proceeds derived by the board from 
the sale of power and any of the products manufactured 
by the Corporation, after deducting the cost of operation, 
maintenance, depreciation, amortization, and an amount 
deemed by the board as necessary to withhold as operating 
capital, or devoted by the board to new construction, shall 
be paid into the Treasury of the United States at the end 
of each calendar year. 

“Sec. 27. All appropriations necessary to carry out the 
provisions of this act are hereby authorized. 

“Sec. 28. That all acts or parts of acts in conflict here- 
with are hereby repealed, so far as they affect the opera- 
tions contemplated by this act. 

“Sec. 29. The right to alter, amend, or repeal this act 
is hereby expressly declared and reserved, but no such 
amendment or repeal shall operate to impair the obliga-: 
tion of any contract made by said Corporation under any 
power conferred by this act. 

“Sec. 30. The sections of this act are hereby declared 
to be separable, and in the event any one or more sections 
of this act be held to be unconstitutional, the same shall 
not affect the validity of other sections of this act.” 

And the Senate agree to the same. 

Amend the title as proposed by the Senate so as to 
read: “An act to improve the navigability and to provide for 
the flood control of the Tennessee River; to provide for 
reforestation and the proper use of marginal lands in the 
Tennessee Valley; to provide for the agricultural and indus- 
trial development of said valley; te provide for the national 
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defense by the creation of a corporation for the operation 
of Government properties at and near Muscle Shoals in the 
State of Alabama, and for other purposes ”; and the House 
agree to the same, 
JOHN J. McSwar, 
Lister HILL, ` 
Managers on the part of the House. 
E. D. SMITH, 
JOHN B. KENDRICK, 
B. K. WHEELER, 
G. W. NORRIS, 
Cuas. L. McNary, 
Managers on the part of the Senate. 


STATEMENT 


It will be noted from a reading of the conference amend- 
ment, the Senate amendment, and the House bill, herein- 
after set out, that the mechanics of the House bill and the 
Senate amendment were substantially the same and in most 
instances were embodied in identical language. 

The House. bill provided, however, for liability to make 
compensation under the Federal Employees’ Liability Com- 
pensation Act for all employees of the Corporation sustain- 
ing hurt or injury and there was no similar provision in the 
Senate amendment. The Senate conferees agreed to the 
insertion of same in the conference amendment. 

There was a provision in the House bill for the protection 
of laborers to apply in all construction contracts made by 
the Corporation. No similar provision was carried in the 
Senate amendment, but the Senate conferees agreed to the 
insertion of the provision in the conference amendment as 
to prevailing wage scale. 

Direct and specific authority for the Corporation to con- 
struct in the future any and all dams needed on the Ten- 
nessee River and its tributaries was carried in the House 
bill. There was a question as to whether the implied au- 
thority for the construction of such dams was sufficient as 
carried in the Senate amendment, and the provision of the 
House bill was inserted in the conference amendment to 
insure future development. 

The House bill provid i that all property hereafter to be 
acquired by purchase, condemnation, construction, or other- 
wise should be intrusted to the Corporation as the agent of 
the United States, and this provision was inserted in the 
conference amendment. 

The Senate amendment limited the suability of the Cor- 
poration solely to suits for the enforcement of contracts and 
the defense of property. The House bill placed no limita- 
tions whatever upon the suability of the Corporation, so that 
all persons who had a cause of action against the Corpora- 
tion might have their day in court. The House provision 
was written into the conference amendment in the interest 
of justice. 

A most important provision in the House bill was the one 
requiring that nitrate plant no. 2, the big nitrate plant, be 
kept in stand-by condition for war purposes, in the event it 
was not being operated for the fixation of nitrogenous ferti- 
lizer. There was no similar provision in the Senate amend- 
ment, and the House provision was incorporated in the 
conference amendment, This safeguards national defense. 

The House bill and the Senate amendment both declared 
it to be the policy to utilize the Muscle Shoals properties to 
improve and cheapen the production of fertilizer and ferti- 
lizer ingredients. But the House bill went further and de- 
clared it also to be the policy to “increase” the production 
of fertilizer and fertilizer ingredients, and this was written 
into the conference amendment. The provisions of the 
House bill and the Senate amendment with reference to 
experimentation in the production of fertilizer and fertilizer 
ingredients were substantially the same. The conference 
amendment gives the board full authority to manufacture 
and sell fertilizer and fertilizer ingredients by the use of 
existing plants or by modernizing existing plants and by 
building new plants or by any process or processes the board 
may select and in such amounts as the board may determine. 
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A similar provision was carried in the House bill and 
there was also in the House bill a provision requiring the 
board to operate either one of the two nitrate plants if such 
operation was in the judgment of both the board and the 
President feasible and economically justifiable. Agreement 
in conference leaves it discretionary with the board to de- 
cide how much fertilizer it will make and sell, what kind of 
fertilizer it will make, and what methods, processes, or plant 
or plants it will use. 

With reference to leasing, the House bill authorized the 
leasing of nitrate plant no. 2 to any person, firm, or corpora- 
tion but made no provision with reference to a nominal 
rental and imposed certain very specific conditions and limi- 
tations on the lessee. The Senate amendment authorized 
the leasing of nitrate plant no. 2 to the American Farm Bu- 
reau Federation only and imposed certain very specific con- 
ditions and limitations on the lessee. The conference 
amendment authorizes the leasing of nitrate plant no. 2 to 
any “farm organization or corporation organized by it” at a 
nominal rental and with no conditions or limitations on the 
lessee except that the plant be used to manufacture ferti- 
lizer. The manufactured fertilizer being seasonal, it is 
thought that a farm organization or its corporate agent can 
with the nominal rental and with the use of very cheap 
secondary power operate nitrate plant no. 2 in a most effec- 
tive and successful manner for the benefit of agriculture. 

The provision in the Senate amendment giving 5 percent 
of the gross proceeds from the sale of power to the States of 
Tennessee and Alabama in lieu of taxes was modified in con- 
ference by limiting the 5 percent to the gross proceeds de- 
rived from hydro power, and eliminated payment from any 
proceeds derived from the sale of steam or any other power. 

With reference to power, the provision in the House bill 
dedicating the power projects primarily for the benefit of 
domestic and rural consumers was incorporated in the con- 
ference amendment. The language of the Senate amend- 
ment with reference to the construction of transmission lines 
was retained in the conference amendment. It will be re- 
membered that the provision in the House bill requiring the 
board to negotiate for the use of private lines before con- 
structing its own transmission lines laid down no specifica- 
tions whatever as to just what these negotiations should be, 
and in no way required the board to conduct indefinite nego- 
tiations, but left the matter of the extent of the negotiations 
entirely to the discretion of the board. It must be remem- 
bered that the requirement in the beginning of section 13 of 
the House bill that the board first seek to make satisfactory 
contracts to purchase existing transmission lines or to make 
satisfactory arrangements with persons, firms, and corpora- 
tions to resell and distribute surplus power was clearly in- 
tended solely in the interest of economy and lower rates to 
the public and could in no sense have restricted the power 
of the board to build new transmission lines. Further, 
“ satisfactory” arrangements undoubtedly would have 
meant that the board itself would, as expressly required in 
said section, fix the prices at which such power should be 
sold to the ultimate consumer. Consequently, it was the 
purpose of the House bill to insure even cheaper power to the 
public. But the elimination in conference of the language 
in the House bill as to negotiations will not mean that the 
board will not probably, as good business men, seek to pre- 
vent duplication of lines and facilities by purchasing exist- 
ing lines or by negotiating contracts to distribute and resell 
power at low stipulated rates to the public. It must also be 
remembered that the Senate bill was frequently amended 
on the floor of the Senate, thus greatly liberalizing its trans- 
mission-lines provisions, even to the extent of permitting the 
use of Government lines by private companies and of con- 
necting Government lines in with a system or systems of 
private lines and authorizing the board to purchase existing 
lines. 

Besides the provision with reference to the construction 
of transmission lines there were five other provisions with 
reference to power and the sale and distribution thereof in 
which the House bill was different from the Senate amend- 
ment, and in the case of each of these five provisions the 
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House bill provision was written into the conference amend- 
ment. The first of these provisions was where the House bill 
provided that contracts with private companies for the pur- 
chase of power could be canceled after 5 years’ notice, where 
the Senate amendment provided for only 2 years’ notice. 
The second of these provisions was where the House bill 
provided that contracts with States, counties, and munici- 
palities should be limited to 20 years, while the Senate 
amendment limited such contracts to 30 years. The third of 
these provisions was where the House bill provided that 
where States, counties, and municipalities built their own 
transmission lines contracts for the sale of power to them 
should be limited to 30 years, and the Senate amendment 
limited such contracts to 40 years. The fourth of these 
provisions was that the House bill provided that in certain 
cases contracts with private companies should be voidable 
at the election of the board, and the Senate amendment 
provided that such contracts should be absolutely null and 
void. The fifth provision which was carried in the House 
bill and placed in the conference amendment gave coopera- 
tive organizations the same preference in the purchase of 
power as is given to States, counties, and municipalities. 

It was extremely questionable as to whether or not the 
bonds provided for in the Senate amendment would be 
marketable. There was no question but that the bonds 
provided for in the House bill could be readily and easily 
sold. To insure the Corporation’s not being handicapped 
and not being thwarted in its work of development of thse 
Tennessee Valley, and the carrying out of its great projects, 
the bond provision of the House bill was incorporated in the 
conference amendment. 

The provision for the construction of Cove Creek Dam 
and the transmission line connecting it with Wilson Dam 
was substantially the same in both the House bill and the 
Senate amendment, and the construction of these necessary 
projects will begin just as soon as funds are made available 
for that purpose at this session of Congress. 

Provisions for condemnation proceedings in both House 
bill and Senate amendment were modified so as to insure 
more expeditious acquisition of property and were incorpo- 
rated in the conference amendment. 

A most important provision in the House bill requiring all 
net proceeds, after meeting all expenses of the Corporation 
and construction needs, to be covered into the Treasury of 
the United States, was accepted by the Senate conferees and 
incorporated in the conference amendment. 

A careful comparison of the Senate bill with the Senate 
amendment will show that the Senate bill was amended 
many times and in many important particulars by the Sen- 
ate before it was adopted by the Senate as the Senate 
amendment to the House bill. A study of the conference 
amendment shows that because of the work of the House 
Committee on Military Affairs and the cooperation of the 
membership of the House, the House conferees were able to 
get some 31 material provisions in the conference amend- 
ment that were absent from the Senate amendment. 

We are fully persuaded that the full success of the Ten- 
nessee Valley development project will depend more upon 
the ability, vision, and executive capacity of the members of 
the board than upon legislative provisions. We have sought 
to set up a legislative framework, but not to encase it in 
a legislative strait-jacket. We intend that the corporation 
shall have much of the essential freedom and elasticity of 
a private business corporation. We have indicated the 
course it shall take, but have not directed the particular 
steps it shall make. We have given it ample power and 
tried to prevent the perversion and abuse of that power. We 
have set bounds to prevent its liberty from becoming license. 
For emphasis, we quote a brief extract from the report of 
the chairman of the Committee on Military Affairs to accom- 
pany H.R. 5081: 


PLANNING FOR FUTURE DEVELOPMENT 


The board of three members should not only be sound and 
experienced men of affairs, they should not only be soundly edu- 
cated and widely traveled and well-read men; but they should be 
men of constructive vision, to seek to fit the future into the form 
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of the present. Therefore the board is charged with the duty of 
constantly studying the whole situation presented by the Tennes- 


see River Valley, and the adio terri 


encouraging and guiding 


grea’ 
line in other parts of the country will 
generations. 


in the orderly and balanced development 
of the diverse and rich resources of 5 It is 5 
responsibility imposed upon the members e board. But i 
a great opportunity that will come to those chosen for this great 
service. For such position of trust and responsibility undoubtedly 
the President will search the Nation over for the right men to 
whom to entrust not only this vast investment of money but this 
great responsibility, not only to the people of that section of the 
country but to the people of the whole Nation. If, through the 
incapacity or the indifference of the members of the board, this 
t humanitarian project should fail, then progress along this 
be set back for 2 or 3 
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With such a responsibility upon the President in choosing the 
right men, and with such a responsibility resting upon the con- 
sciences of the men thus chosen, we cannot believe that there will 


be failure. When the race advances it must do so along the road 


HOUSE BILL 

Be it enacted by the Senate and 
House of Representatives of the United 
States of America in Congress assem- 
bled, That for the purpose of maintain- 
ing and operating the properties now 
owned by the United States in the 
vicinity of Muscle Shoals, Alabama, in 
the interest of the national defense and 
for agricultural and industrial develop- 
ment, and to improve navigation in the 
Tennessee River, and to control the 
destructive flood waters in the Tennes- 
see River and Mississippi River Basins, 
there is hereby created a body cor- 
porate by the name of the “ Tennessee 
Valley Authority of the United States 
(hereinafter referred to as the “Au- 
thority ”). The board of directors first 
appointed shall be deemed the incor- 
porators, and the incorporation shall 
be held to have been effected from the 
date of the first meeting of the board. 
This act may be cited as the “ Tennes- 
see Valley Act of 1933”. 

Sec. 2. (a) The board of directors of 
the Authority (hereinafter referred to 
as the “ board”) shall be composed of 
three members, not more than two of 
whom shall belong to the same political 
party, to be appointed by the President, 
by and with the advice and consent of 
the Senate. The board shall organize 
by electing a chairman, vice chairman, 
and other necessary officers, agents, 
and employees to do its clerical work, 
and shall then proceed to carry out 
the provisions of this Act. 

(b) The terms of office of the mem- 
bers first taking office after the ap- 
proval of this act shall expire as desig- 
nated by the President at the time of 
nomination, one at the end of the 
third year, one at the end of the sixth 
year, and one at the end of the ninth 
year, after the date of approval of this 
act. A successor to a member of the 
board shall be appointed in the same 
manner as the original members and 
shall have a term of office expiring 
nine years from the date of the expira- 
tion of the term for which his prede- 
cessor was appointed. 

(c) Any member appointed to fill a 
vacancy in the board occurring prior to 
the expiration of the term for which his 
predecessor was appointed shall be ap- 
pointed for the remainder of such term. 

(d) Vacancies in the board so long 
as there shall be two members in office 


SENATE AMENDMENT 


Strike out all after the enacting 
clause and insert: 


That for the purpose of maintaining 
and operating the properties now 
owned by the United States in the vi- 
cinity of Muscle Shoals, Alabama, in 
the interest of the national defense and 
for agricultural and industrial devel- 
opment, and to improve navigation in 
the Tennessee River and to control the 
destructive flood waters in the Tennes- 
see River and Mississippi River Basins, 
there is hereby created a body corpo- 
rate by the name of the “ Tennessee 
Valley Authority” (hereinafter referred 
to as the “ Corporation”). The board 
of directors first appointed shall be 
deemed the incorporators, and the in- 
corporation shall be held to have been 
effected from the date of the first meet- 
ing of the board. This act may be 
cited as the “ Tennessee Valley Author- 
ity Act of 1933.” 

Sec. 2. (a) The board of directors of 
the Corporation (hereinafter referred 
to as the “ board”) shall be composed 
of three members, to be appointed by 
the President, by and with the advice 
and consent of the Senate. In ap- 
pointing the members of the board, 
the President shall designate the chair- 
man. All other officials, agents, and 
employees shall be designated and se- 
lected by the board. 

(b) The terms of office of the mem- 
bers first taking office after the ap- 
proval of this act shall expire as de- 
signated by the President at the time 
of nomination, one at the end of the 
third year, one at the end of the sixth 
year, and one at the end of the ninth 
year, after the date of approval of this 
act. A successor to a member of the 
board shall be appointed in the same 
manner as the original members and 
shall have a term of office expiring nine 
years from the date of the expiration of 
the term for which his predecessor was 
appointed. 

(c) Any member appointed to fill a 
vacancy in the board occurring prior 
to the expiration of the term for which 
his predecessor was appointed shall be 
appointed for the remainder of such 
term. 


(d) Vacancies in the board so long 
as there shall be two members in offiee 
shall not impair the powers of the 
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of faith in ourselves and our fellows. The members of the board 
are given the term of 9 years so there may be consistency and 
continuity in the policies of the authority. 

In order to make perfectly plain for anyone seeking to 
understand the difference between the bill passed by the 
House and the amendment passed by the Senate and the 
amendment now proposed by the House as a substitute for 
the Senate we are printing as a part of our report the three 
bills in parallel columns, and, by reference from one column 
to the other, the identities, similarities, and the differences 
may be easily obtained. 


JOHN J. McSwary, 
Lister HILL, 
Managers on the part of the House. 


(Here follow the three bills in parallel eolumns:) 


AGREEMENT IN CONFERENCE 


Be it enacted by the Senate and 
House of Representatives of the United 
States of America in Congress assem- 
bled, That for the purpose of maintain- 
ing and operating the properties now 
owned by the United States in the vi- 
cinity of Muscle Shoals, Alabama, in 
the interest of the national defense and 
for agricultural and industrial develop- 
ment, and to improve navigation in the 
Tennessee River and to control the de- 
structive flood waters in the Tennessee 
River and Mississippi River Basins, 
there is hereby created a body corpo- 
rate by the name of the “ Tennessee 
Valley Authority” (hereinafter re- 
ferred to as the “ Corporation”). The 
board of directors first appointed shall 
be deemed the incorporators, and the 
incorporation shall be held to have 
been effected from the date of the first 
meeting of the board. This act may 
be cited as the “ Tennessee Valley Au- 
thority Act of 1933.” 

Sec. 2. (a) The board of directors of 
the Corporation (hereinafter referred 
to as the “ board”) shall be composed 
of three members, to be appointed by 
the President, by and with the advice 
and consent of the Senate. In ap- 
pointing the members of the board, the 
President shall designate the chairman. 
All other officials, agents, and em- 
ployees shall be designated and selected 
by the board. 

(b) The terms of office of the mem- 
bers first taking office after the ap- 
proval of this act shall expire as des- 
ignated by the President at the time 
of nomination, one at the end of the 
third year, one at the end of the sixth 
year, and one at the end of the ninth 
year, after the date of approval of this 
act. A successor to a member of the 
board shall be appointed in the same 
manner as the original members and 
shall have a term of office expiring nine 
years from the date of the expiration 
of the term for which his predecessor 
was appointed. 

(c) Any member appointed to fill a 
vacancy in the board occurring prior 
to the expiration of the term for which 
his predecessor was appointed shall be 
appointed for the remainder of such 
term. 

(d) Vacancies in the board so long as 
there shall be two members in office 
shall not impair the powers of the 
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shall not impair the powers of the 
board to execute the functions of the 
Authority and two of the members in 
office shall constitute a quorum for the 
transaction of the business of the 
board. 

(e) Each of the members of the 
board shall be a citizen of the United 
States and shall receive compensation, 
without regard to the provisions of 
other laws applicable to the officers 
and employees of the United States, at 
the rate of $10,000 a year, to be paid by 
the Authority as current expenses. 
Members of the board shall be reim- 
bursed by the Authority for actual ex- 
penses (including traveling and sub- 
sistence expenses) incurred by them 
while traveling in the performance of 
the duties vested in the board by this 
act. All members of the board shall 
reside in the vicinity of Muscle Shoals, 
Alabama, and shall devote their entire 
time to the work of the Authority. 

(f) No member of the board shall 
have any financial interest in any pub- 
lic-utility corporation engaged in the 
business of distributing and selling 
power to the public nor in any corpora- 
tion engaged in the manufacture, sell- 
ing, or distribution of fixed nitrogen or 
fertilizer, or any ingredients thereof, 
nor shall any member have any inter- 
est in any business that may be ad- 
versely affected by the success of the 
Muscle Shoals project as a producer of 
concentrated fertilizers or as a produeer 
of electric power. 

(g) The board shall direct the exer- 
cise of all the powers of the Authority. 


Sec. 3. (a) The chief executive offi- 
cer of the Authority shall be a general 
manager, who shall be responsible to 
the board for the efficient conduct of 
the business of the Authority. The 
board shall appoint the general man- 
ager, whose salary shall not exceed the 
rate of $10,000 a year, and shall select 
a man for such appointment who has 
demonstrated his capacity as a busi- 
ness executive. The general manager 
shall be appointed to hold office at the 
pleasure of the board. Should the office 
of general manager become vacant for 
any reason, the board shall appoint his 
successor as herein provided. 
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board to execute the functions of the 
Corporation, and two of the members 
in office shall constitute a quorum for 
the transaction of the business of the 
board. 

(e) Each of the members of the 
board shall be a citizen of the United 
States. The chairman of the board 
shall receive a salary of $10,000 a year. 
Other members of the board shall re- 
ceive salaries of $9,000 each per an- 
num. Each member of the board, in 
addition to his salary, shall be per- 
mitted to occupy as his residence one 
of the dwelling houses now owned by 
the Government in the vicinity of 
Muscle Shoals, Alabama, the same to 
be designated by the President of the 
United States. Members of the board 
shall be reimbursed by the Corporation 
for actual expenses while in the per- 
formance of the duties vested in the 
board by this act. No member of said 
board shall, during his continuance in 
office, be engaged in any other business, 
but shall give his substantial time to 
the business of said Corporation. 

The board shall select a treasurer 
and as many assistant treasurers as it 
deems proper, which treasurer and as- 
sistant treasurers may be corporations 
and banking institutions and shall give 
such security for the safe-keeping of 
the securities and moneys of the said 
corporation as the board may require: 
Provided, That any member of said 
board may be removed from office at 
any time by a concurrent resolution of 
the Senate and the House of Repre- 
sentatives. 

(f) No director shall have any finan- 
cial interest in any public-utility cor- 
poration engaged in the business of 
distributing and selling power to the 
public nor in any corporation engaged 
in the manufacture, selling, or dis- 
tribution of fixed nitrogen or fertilizer, 
or any ingredients thereof, nor shall 
any member have any interest in any 
business that may be adversely affected 
by the success of the Corporation as a 
producer of concentrated fertilizers or 
as a producer of electric power. 

(g) The board shall direct the exer- 
cise of all the powers of the Corpora- 
tion. 

n) All members of the board shall 
be persons who profess a belief in the 
feasibility and wisdom of this act. 

Sec. 3. The board shall appoint such 
managers, assistant managers, officers, 
employees, attorneys, and agents, as 
are necessary for the transaction of its 
business, fix their compensation, define 
their duties, require bonds of such of 
them as the board may designate, and 
provide a system of organization to fix 
responsibility and promote efficiency. 
Any appointee of the board may be re- 
moved in the discretion of the board. 
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board to execute the functions of the 
Corporation, and two of the members 
in office shall constitute a quorum for 
the transaction of the business of the 
board. 

(e) Each of the members of the 
board shall be a citizen of the United 
States, and shall receive a salary at the 
rate of $10,000 a year, to be paid by 
the Corporation as current expenses. 
Each member of the board, in addition 
to his salary, shall be permitted to 
occupy as his residence one of the 
dwelling houses owned by the Govern- 
ment in the vicinity of Muscle Shoals, 
Alabama, the same to be designated 
by the President of the United States. 
Members of the board shall be reim- 
bursed by the Corporation for actual 
expenses (including traveling and sub- 
sistence expenses) incurred by them in 
the performance of the duties vested 
in the board by this act. No member 
of said board shall, during his continu- 
ance in office, be engaged in any other 
business, but each member shall de- 
vote himself to the work of the Cor- 
poration. 

(f) No director shall have financial 
interest in any public-utility corpora- 
tion engaged in the business of dis- 
tributing and selling power to the 
public nor in any corporation engaged 
in the manufacture, selling, or distri- 
bution of fixed nitrogen or fertilizer, or 
any ingredients thereof, nor shall any 
member have any interest in any busi- 
ness that may be adversely affected by 
the success of the Corporation as a 
producer of concentrated fertilizers or 
as a producer of electric power. 

(g) The board shall direct the exer- 
cise of all the powers of the Corpora- 
tion. 

h) All members of the board shall 
be persons who profess a belief in the 
feasibility and wisdom of this act. 


Sec. 3. The board shall without re- 
gard to the provisions of Civil Service 
laws applicable to officers and employ- 
ees of the United States, appoint such 
managers, assistant managers, officers, 
employees, attorneys, and agents, as 
are necessary for the transaction of its 
business, fix their compensation, define 
their duties, require bonds of such of 
them as the board may designate, and 
provide a system of organization to fix 
responsibility and promote efficiency. 
Any appointee of the board may be re- 
moved in the discretion of the board. 
No regular officer or employee of the 
Corporation shall receive a salary in 
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(b) The general manager shall ap- 
point, with the advice and consent of 
tae beard, two assistant managers who 
shall be responsible to him, and 
through him to the board, whose sal- 
aries each shall not exceed the rate of 
$9,000 a year. One of the assistant 
managers shall be a man possessed of 
knowledge, training, and experience to 
render him competent and expert in 
the production of fixed nitrogen and/or 
fertilizer and fertilizer ingredients. 
The other assistant manager shall be 
a man trained and experienced in the 
field of production, transmission, and 
distribution of hydroelectric power. 
The general manager may at any time, 
with the consent of the board, remove 
any assistant manager, and appoint 
his successor as above provided. He 
shall employ, with the approval of the 
board, all other agents, clerks, attor- 
neys, employees, and laborers not here- 
inbefore reserved to the board. 

The compensation of such agents, 
clerks, attorneys, employees, and labor- 
ers shall be fixed with regard to the 
provisions of other laws applicable to 
the compensation of officers or em- 
ployees of the United States: Provided, 
That all contracts to which the Au- 
thority is a party and which require 
the employment of laborers and me- 
chanics in the construction, alteration, 
maintenance, and/or repair of build- 
ings, dams, locks, or other projects 
shall contain a provision that not less 
than the prevailing rate of wages for 
work of a similar nature prevailing in 
the vicinity shall be paid to such labor- 
ers or mechanics. 

In the event any dispute arises as to 
what are the prevailing rates of wages, 
the question shall be referred to the 
Secretary of Labor for determination, 
and his decision shall be final. In the 
determination of such prevailing rate 
or rates, due regard shall be given to 
those rates which have been secured 
through collective agreement by repre- 
sentatives of employers and employees. 

Where such work as is described in 
the two preceding paragraphs is done 
directly by the Authority the prevail- 
ing rate of wages shall be paid in the 
same manner as though such work had 
been let by contract. 

Sec. 4. Except as otherwise specifi- 
cally provided in this act, the Corpora- 
tion (herein called the “Authority ”)— 

(a) Shall have succession in its cor- 
porate name. 

(b) May sue and be sued in its cor- 
porate name. 

(c) May adopt and use a corporate 
seal, which shall be judicially noticed. 

(d) May make contracts. 

(e) May adopt, amend, and repeal 
bylaws. 

(f) May purchase or lease and hold 
such personal property as it deems 
necessary or convenient in the trans- 
action of its business, and may dis 


pose 
of any such personal property held by it. 
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Sec. 4. Except as otherwise specifi- 
cally provided in this act, the Cor- 
poration— 

(a) Shall have succession in its cor- 
porate name. 

(b) May sue and be sued in its cor- 
porate name, but only for the enforce- 
ment of contracts and the defense of 
property. 

(c) May adopt and use a corporate 
seal, which shall be judicially noticed. 

(d) May make contracts, as herein 
authorized. 

(e) May adopt, amend, and repeal 
bylaws. 

(f) May purchase or lease and hold 
such personal property as it deems 
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excess of that received by the members 
of the board. 

All contracts to which the Corpora- 
tion is a party and which require the 
employment of laborers and mechanics 
in the construction, alteration, mainte- 
nance, or repair of buildings, dams, 
locks, or other projects shall contain a 
provision that not less than the pre- 
vailing rate of wages for work of a 
similar nature prevailing in the vicinity 
shall be paid to such laborers or 
mechanics. 

In the event any dispute arises as to 
what are the prevailing rates of wages, 
the question shall be referred to the 
Secretary of Labor for determination, 
and his decision shall be final. In the 
determination of such prevailing rate 
or rates, due regard shall be given to 
those rates which have been secured 
through collective agreement by repre- 
sentatives of employers and employees. 

Where such work as is described in 
the two preceding paragraphs is done 
directly by the Corporation the prevail- 
ing rate of wages shall be paid in the 
same manner as though such work had 
been let by contract. : 

Insofar as applicable, the benefits of 
the act entitled “An act to provide 
compensation for employees of the 
United States suffering injuries while 
in the performance of their duties, and 
for other purposes ”, approved Septem- 
ber 7, 1916, as amended, shall extend 
to persons given employment under the 
provisions of this act. 


Sec. 4. Except as otherwise specifi- 
cally provided in this act, the Corpo- 
ration 

(a) Shall have succession in its cor- 
porate name. 

(b) May sue and be sued in its cor- 
porate name. 

(c) May adopt and use a corporate 
seal, which shall be judicially noticed. 

(d) May make contracts, as herein 
authorized. 

(e) May adopt, amend, and repeal 
bylaws. 

(f) May purchase or lease and hold 
such real and personal property as it 
deems necessary or convenient in the 
transaction of its business, and may 
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(g) As hereinbefore specified, may 
appoint such officers, employees, at- 
torneys, and agents as are necessary 
for the transaction of its business, fix 
their compensation, without regard to 
the provisions of the Civil Service laws 
applicable to the employment and com- 
pensation of officers or employees of the 
United States, define generally their 
duties, require bonds of them and fix 
the penalties thereof, and dismiss at 
pleasure any such officer, employee, at- 
torney, or agent, and provide a system 
of organization to fix responsibility and 
to promote efficiency. 

(h) The board shall require that the 
general manager and the two assistant 
managers, the secretary and the treas- 
urer, the bookkeeper or bookkeepers, 
and such other administrative and ex- 
ecutive officers as the board may see fit 
to include, shall execute and file before 
entering upon their several offices good 
and sufficient surety bonds, in such 
amount and with such surety as the 
board shall approve. 

(i) Shall haye such powers as may 
be necessary or appropriate for the ex- 
ercise of the powers herein specifically 
conferred upon the Authority. 

(j) The Authority may in the name 
of the United States of America exer- 
cise the right of eminent domain, and 
in the purchase of any real estate or 
the acquisition of real estate by con- 
demnation proceedings, the title to 
such real estate shall be taken in the 
name of the United States of America, 
and thereupon all such real estate shall 
be entrusted to the Authority as the 
agent of the United States to accom- 
plish the purposes of this act. 

(k) The Authority shall have power 
to acquire real estate for the construc- 
tion of dams, reservoirs, transmission 
lines, power houses, and other struc- 
tures, and navigation projects at any 
point along the Tennessee River, or 
any of its tributaries, and in the event 
that the owner or owners of such prop- 
erty shall fail and refuse to sell to the 
Authority at a price deemed fair and 
reasonable by the board, then the Au- 
thority may proceed to exercise the 
right of eminent domain, and to con- 
demn all property that it deems neces- 
sary for carrying out the purposes of 
this act, and all such condemnation 
proceedings shall be had pursuant to 
the provisions and requirements here- 
inafter specified, with reference to any 
and all condemnation proceedings. 
The Authority shall have power to con- 
struct dams, reservoirs, power houses, 
power structures, and navigation proj- 
ects, in the Tennessee River and its 
tributaries, and for this purpose may 
exercise the right of eminent domain. 

It is hereby declared to be the policy 
of the Government to construct, where 
practicable, on the Tennessee River, 
joint power and navigation dams, to 
conserve and make available the power, 
and to provide cheaper navigation; and 
the Authority shall create for each dam 
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necessary or convenient in the trans- 
action of its business, and may dispose 
of any such personal property held 
by it. 

(g) Shall have such powers as may 
be necessary or appropriate for the 
exercise of the powers herein specifi- 
cally conferred upon the Corporation. 

(h) In the name of the United States 
Government to exercise the right of 
eminent domain, and in the purchase 
of any real estate or the acquisition of 
real estate by condemnation proceed- 
ings, the title to such real estate shall 
be taken in the name of the United 
States Government. 
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dispose of any such personal property 
held by it. 

The board shall select a treasurer 
and as many assistant treasurers as it 
deems proper, which treasurer and as- 
sistant treasurers shall give such bonds 
for the safe keeping of the securities 
and moneys of the said Corporation 
as the board may require: Provided, 
That any member of said board may be 
removed from office at any time by a 
concurrent resolution of the Senate and 
the House of Representatives. 

(g) Shall have such powers as may 
be necessary or appropriate for the 
exercise of the powers herein specifi- 
cally conferred upon the Corporation. 

(h) Shall have power in the name of 
the United States of America to exer- 
cise the right of eminent domain, and 
in the purchase of any real estate or 
the acquisition of real estate by con- 
demnation proceedings, the title to 
such real estate shall be taken in the 
name of the United States of America, 
and thereupon all such real estate shall 
be entrusted to the Corporation as the 
agent of the United States to accom- 
Plish the purposes of this act. 

(i) Shall have power to acquire real 
estate for the construction of dams, 
reservoirs, transmission lines, power 
houses, and other structures, and navi- 
gation projects at any point along the 
Tennessee River, or any of its tribu- 
taries, and in the event that the owner 
or owners of such property shall fail 
and refuse to sell to the Corporation at 
a price deemed fair and reasonable by 
the board, then the Corporation may 
proceed to exercise the right of emi- 
nent domain, and to condemn all prop- 
erty that it deems necessary for carry- 
ing out the purposes of this act, and 
all such condemnation proceedings 
shall be had pursuant to the provisions 
and requirements hereinafter specified, 
with reference to any and all condem- 
nation proceedings. 

(j) Shall have power to construct 
dams, reservoirs, power houses, power 
structures, transmission lines, naviga- 
tion projects, and incidental works in 
the Tennessee River and its tributaries, 
and to unite the various power installa- 
tions into one or more systems by 
transmission lines. 
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constructed a sinking fund, which, paid 
in annually with compound interest, 
will amortize the entire cost of the 
dam, including power houses and locks, 
over a period of 60 years, and the 
Authority shall pay to the Treasury 2 
per centum interest annually on money 
used for such construction derived 
from the Treasury, and chargeable as 
cost to power: Provided, That the pay- 
ment of any interest to the Treasury 
may be suspended for 1 year, but 
such suspended payment shall bear in- 
terest at the rate of 2 per centum per 
annum: Provided, That the Authority 
shall not proceed to construct any dam 
herein authorized where power alone 
will be generated, or where power will 
be generated in conjunction with navi- 
gation (except Cove Creek Dam, and 
Dam No. 3), unless there is a reason- 
able market demand for so much of 
the power as will yield a reasonable 
return on that part of the investment 
representing the cost of the power pro- 
duction, including a sum for the amor- 
tization of the entire cost in sixty years, 
and then only with the approval of the 
President: Provided further, That the 
Authority may construct any dam or 
dams if prior to such construction it 
has effected a lease on self-liquidating 
terms approved by the President that 
will return the bond interest on the 
investment chargeable to power pur- 
poses, determined as herein provided, 
and amortize the entire amount of cap- 
ital invested for all purposes in the 
project leased. Rates and charges for 
the power sold from a leased project 
shall not exceed amounts found as rea- 
sonable, just, and fair by the Federal 
Power Commission. 

Sec. 5. It is hereby declared to be the 
policy of the Government to utilize and 
operate the Muscle Shoals properties 
so far as may be necessary to improve, 
cheapen, and increase the production 
of fertilizer and fertilizer ingredients 
by carrying out the provisions of this 
act. 
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ed 

(a) To contract with commercial 
producers for the production of such 
fertilizers or fertilizer materials as may 
be needed in the Government's pro- 
gram of development and introduction 
in excess of that produced by Govern- 
ment plants. Such contracts may pro- 
vide either for outright purchase of 
materials by the board or only for the 
payment of carrying charges on spe- 
cial materials manufactured at the 
board’s request for its program. 

(b) To arrange with farmers and 
farm organizations for large-scale 
practical use of the new forms of fer- 
tilizers under conditions permitting an 
accurate measure of the economic re- 
turn they produce. 

(c) To cooperate with National, 
State, district, or county experimental 
stations or demonstration farms, for 
the use of new forms of fertilizer or 
fertilizer practices during the initial or 
experimental period of their introduc- 
tion. 

(d) The board in order to improve 
and cheapen the production of fertilizer 
is authorized to manufacture fixed 
nitrogen, fertilizer, and fertilizer ingre- 
dients at Muscle Shoals by the employ- 
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ee 5. The board is hereby author- 

(a) To contract with commercial 
producers for the production of such 
fertilizers or fertilizer materials as may 
be needed in the Government’s pro- 
gram of development and introduction 
in excess of that produced by Govern- 
ment plants. Such contracts may pro- 
vide either for outright purchase of 
materials by the board or only for the 
payment of carrying charges on special 
materials manufactured at the board’s 
request for its program. 

(b) To arrange with farmers and 
farm organizations for large-scale 
practical use of the new forms of fer- 
tilizers under economic conditions per- 
mitting an accurate measure of the 
economic return they produce. 

(c) To cooperate with National, 
State, district, or county experimental 
stations or demonstration farms, for 
the use of new forms of fertilizer or 
fertilizer practices during the initial or 
experimental period of their introduc- 
tion. 

(d) The board in order to improve 
and cheapen the production of fer- 
tilizer is authorized to manufacture and 
sell fixed nitrogen, fertilizer, and fer- 
tilizer ingredients at Muscle Shoals by 
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ment of existing facilities, by modern- 
izing existing plants, or by any other 
process or processes that in its judg- 
ment shall appear wise and profitable 
for the fixation of atmospheric nitro- 
gen, or the cheapening of the produc- 
tion of fertilizer. 

(e) Under the authority of this act 
the board may make donations or sales 
of the product of the plant or plants 
operated by it to be fairly and equitably 
distributed through the agency of 
county demonstration agents, agricul- 
tural colleges, or otherwise as the board 
may direct, for experimentation, edu- 
cation, and introduction of the use of 
such products in cooperation with prac- 
tical farmers so as to obtain informa- 
tion as to the value, effect, and best 
methods of use of same. 

(f) The board is authorized to make 
alterations, modifications, or improve- 
ments in existing plants and facilities, 
and to construct new plants. 

(g) To establish, maintain, and oper- 
ate laboratories and experimental 
plants, and to undertake experiments 
for the purpose of enabling the Corpo- 
ration to furnish nitrogen products for 
military and agricultural purposes in 
the most economical manner and at the 
highest standard of efficiency. 

(h) To request the assistance and 
advice of any officer, agent, or employee 
of any executive department or of any 
independent office of the United States, 
to enable the Corporation the better to 
carry out its powers successfully, and 
as far as practicable shall utilize the 
services of such officers, agents, and 
employees, and the President shall, if in 
his opinion, the public interest, service, 
or economy so require, direct that such 
assistance, advice, and service be ren- 
dered to the Corporation, and any in- 
dividual that may be by the President 
directed to render such assistance, 
advice, and service shall be thereafter 
subject to the orders, rules, and regu- 
lations of the board: Provided, That 
any invention made by an employee of 
the Government of the United States 
serving under this section, or by any 
employee of the Corporation, together 
with any patents which may be granted 
thereon, shall be the sole and exclusive 
property of the Corporation, which is 
hereby authorized to grant such licenses 
thereunder as shall be authorized by 
the board: Provided further, That the 
board may pay to such inventor such 
sum from the income from sale of 
licenses as it may deem proper. 

(i) Upon the requisition of the Sec- 
retary of War or the Secretary of the 
Navy to manufacture for and sell at 
cost to the United States explosives or 
their nitrogenous content. 

(j) Upon the requisition of the Sec- 
retary of War the Corporation shall 
allot and deliver without charge to the 
War Department so much power as 
shall be necessary in the judgment of 
said Department for use in operation 
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the employment of existing facilities, 
by modernizing existing plants, or by 
any other process or processes that in 
its judgment shall appear wise and 
profitable for the fixation of atmos- 
pheric nitrogen or the cheapening of 
the production of fertilizer. 

(e) Under the authority of this act 
the board may make donations or sales 
of the product of the plant or plants 
operated by it to be fairly and equitably 
distributed through the agency of 
county demonstration agents, agricul- 
tural colleges, or otherwise as the board 
may direct, for experimentation, educa- 
tion, and introduction of the use of 
such products in cooperation with 
practical farmers so as to obtain in- 
formation as to the value, effect, and 
best methods of their use. 

(f) The board is authorized to make 
alterations, modifications, or improve- 
ments in existing plants and facilities, 
and to construct new plants. 

(g) In the event it is not used for the 
fixation of nitrogen for agricultural 
purposes, or leased, then the board 
shall maintain in stand-by condition 
nitrate plant no. 2, or its equivalent, 
for the fixation of atmospheric nitro- 
gen, for the production of explosives 
in the event of war or a national 
emergency, until the Congress shall by 
joint resolution release the board from 
this obligation, and if any part thereof 
be used by the board for the manufac- 
ture of phosphoric acid or potash, the 
balance of nitrate plant no. 2 shall be 
kept in stand-by condition. 

(h) To establish, maintain, and op- 
erate laboratories and experimental 
plants, and to undertake experiments 
for the purpose of enabling the Corpo- 
ration to furnish nitrogen products for 
military purposes, and nitrogen and 
other fertilizer products for agricul- 
tural purposes in the most economical 
manner and at the highest standard of 
efficiency. 

(i) To request the assistance and ad- 
vice of any officer, agent, or employee 
of any executive department or of any 
independent office of the United States, 
to enable the Corporation the better to 
carry out its powers successfully, and 
as far as practicable shall utilize the 
services of such officers, agents, and 
employees, and the President shall, if 
in his opinion, the public interest, serv- 
ice, or economy so require, direct that 
such assistance, advice, and service be 
rendered to the Corporation, and any 
individual that may be by the President 
directed to render such assistance, ad- 
vice, and service shall be thereafter 
subject to the orders, rules, and regu- 
lations of the board: Provided, That 
any invention or discovery made by 
virtue of and incidental to such service 
by an employee of the Government of 
the United States serving under this 
section, or by any employee of the Cor- 
poration, together with any patents 
which may be granted thereon, shall be 
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of all locks, lifts, or other facilities in 
aid of navigation. 

(k) To produce, distribute, and sell 
electric power, as herein particularly 
specified. 

) No products of the Corporation 
shall be sold for use outside of the 
United States, her Territories and pos- 
sessions, except to the United States 
Government for the use of its Army 
and Navy or to its allies in case of war. 

(m) The President is authorized, 
within 4 months after the passage 
of this Act, to lease to the American 
Farm Bureau Federation or to any cor- 
poration organized by said Corporation 
nitrate plant no. 2 and Waco Quarry, 
together with the railroad connecting 
said quarry with nitrate plant no. 2, 
for a term not exceeding 50 years at 
a rental of not less than $1 per year, 
but such authority shall be subject to 
the express condition that the lessee 
shall use said property during the term 
of said lease exclusively for the manu- 
facture of fertilizer and fertilizer in- 
gredients to be used only in the manu- 
facture of fertilizer by said lessee and 
sold for use as fertilizer. The said 
lessee shall covenant to keep said prop- 
erty in first-class condition, but the 
lessee shall be authorized to modernize 
said plant no. 2 by the installation of 
such machinery as may be necessary 
and is authorized to amortize the cost 
of said machinery and improvements 
over the term of said lease or any part 
thereof. Said lease shall provide that 
during the second and third years of 
the same said nitrate plant no. 2 shall 
be operated to at least 25 per centum 
of its capacity and that during the re- 
mainder of said lease the same shall 
be operated at least to 50 per centum 
of its capacity; and said lease shall 
also provide that during any year of 
the period covered by said lease, if the 
lessee operates said plant to 75 per 
centum of its capacity, then the rental 
for such year shall be remitted. Said 
lease shall also provide that the board 
shall sell to the lessee power for the 
operation of said plant at the same 
price that it charges all other cus- 
tomers for power of the same class and 
quantity. Said lease shall also provide 
that, if the said lessee does not desire 
to buy power of the publicly owned 
plant, it shall have the right to pur- 
chase its power for the operation of 
said plant of the Alabama Power Com- 
pany or any other privately owned 
corporation engaged in the generation 
and sale of electric power and in such 
ease the lease shall provide further 
that the said lessee shall have a free 
right of way to build a transmission 
line over Government property to said 
plant. Said lease shall also provide 
that the said lessee shall covenant that 
during the term of said lease the said 
lessee shall not enter into any illegal 
monopoly, combination, or trust with 
any privately owned corporation en- 
gaged in the manufacture, production, 
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the sole and exclusive property of the 
Corporation, which is hereby author- 
ized to grant such licenses thereunder 
as shall be authorized by the board; 
Provided further, That the board may 
pay to such inventor such sum from the 
income from sale of licenses as it may 
deem proper. 

(j) Upon the requisition of the Sec- 
retary of War or the Secretary of the 
Navy to manufacture for and sell at 
cost to the United States explosives or 
their nitrogenous content. 

(k) Upon the requisition of the Sec- 
retary of War the Corporation shall 
allot and deliver without charge to the 
War Department so much power as 
shall be necessary in the judgment of 
said Department for use in operation of 
all locks, lifts, or other facilities in aid 
of navigation. 

(1) To produce, distribute, and sell 
electric power, as herein particularly 
specified. 

(m) No products of the Corporation 
shall be sold for use outside of the 
United States, its Territories and pos- 


sessions, except to the United States ~ 


Government for the use of its Army 
and Navy, or to its allies in case of war. 

(n) The President is authorized, 
within 12 months after the passage 
of this Act, to lease to any responsible 
farm organization or to any corpora- 
tion organized by it nitrate plant no. 
2 and Waco Quarry, together with the 
railroad connecting said quarry with 
nitrate plant no. 2, for a term not ex- 
ceeding 50 years at a rental of not less 
than $1 per year, but such authority 
shall be subject to the express con- 
dition that the lessee shall use said 
property during the term of said lease 
exclusively for the manufacture of fer- 
tilizer and fertilizer ingredients to be 
used only in the manufacture of fer- 
tilizer by said lessee and sold for use 
as fertilizer. The said lessee shall 
covenant to keep said property in first- 
class condition, but the lessee shall be 
authorized to modernize said plant no. 
2 by the installation of such machinery 
as may be necessary, and is author- 
ized to amortize the cost of said ma- 
chinery and improvements over the 
term of said lease or any part thereof. 
Said lease shall also provide that the 
board shall sell to the lessee power for 
the operation of said plant at the 
same schedule of prices that it charges 
all other customers for power of the 
Same class and quantity. Said lease 
shall also provide that, if the said 
lessee does not desire to buy power of 
the publicly owned plant, it shall have 
the right to purchase its power for the 
operation of said plant of the Alabama 
Power Company or any other publicly 
or privately owned corporation en- 
gaged in the generation and sale of 
electric power, and in such case the 
lease shall provide further that the 
Said lessee shall have a free right of 
way to build a transmission line over 
Government property to said plant 
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SEC. 6. Tne board is hereby author- 
ized— 

(a) To contract with commercial 
producers for the production of such 
fertilizers or fertilizer ingredients not 
produced by the Authority as may be 
needed in the Government’s program 
of development and introduction. 

(b) To arrange with farmers and 
farm organizations for large-scale 
practical use of the new forms of fer- 
tilizers under conditions permitting an 
accurate measure of the economic re- 
turn they produce. 

(c) To cooperate with National, 
State, district, or county experimental 
stations or demonstration farms, for 
the use of new forms of fertilizer or 
fertilizer practices during the initial or 
experimental period of their introduc- 
tion. 

(d) The board shall manufacture 
fixed nitrogen and/or other fertilizer 
ingredients at Muscle Shoals by the 
employment of existing facilities (by 
modernizing existing plants), or by 
any other process or processes that in 
its judgment shall appear wise and prof- 
itable for the fixation of atmospheric 
nitrogen, and/or other fertilizer ingre- 
dients for agricultural and military 


uses. 

(e) It shall be the duty of the board 
to operate the nitrate plants or either 
of them by employment of existing fa- 
cilities or by modernizing the existing 
plants and facilities for the production 
of nitrogenous plant food of a kind and 
quality and in form available as plant 
food and capable of being applied di- 
rectly to the soil in connection with the 
growth of crops containing not less 
than 10,000 tons of fixed nitrogen, 
and said amount of such fertilizer 
or fertilizer ingredients shall periodi- 
cally be increased from time to time as 
the market demands may reasonably 
require until the maximum production 
capacity of the plants now owned by 
the Government at Muscle Shoals, as 
the board may find them to be econo- 
mically adapted, or susceptible of being 
made economically adapted for the 
fixation of nitrogen is reached, if the 
reasonable demands of the market 
shall justify except when the market 
demands are satisfied by maintenance 
in storage and unsold of such fertilizer 
or fertilizer ingredients containing at 
least 2,500 tons of fixed nitrogen if 
such production is economically justi- 
fiable and so found by the Authority 
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and sale of fertilizer with the object or 
effect of increasing the price of ferti- 
lizer to the farmer. 


Sec. 6. In the appointment of offi- 
cials and the selection of employees for 
said Corporation, and in the promotion 
of any such employees or officials, no 
political test or qualification shall be 
permitted or given consideration, but 
all such appointments and promotions 
shall be given and made on the basis of 
merit and efficiency. Any member of 
said board who is guilty of a violation 
of this section shall be removed from 
office by the President of the United 
States, and any appointee of said board 
who is guilty of a violation of this sec- 
tion shall be removed from office by 
said board. 
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paying the actual expenses and dam- 
ages, if any, incurred by the Corpora- 
tion on account of such lines. Said 
lease shall also provide that the said 
lessee shall covenant that during the 
term of said lease the said lessee shall 
not enter into any illegal monopoly, 
combination, or trust with any pri- 
vately owned corporation engaged in 
the manufacture, production, and sale 
of fertilizer with the object or effect of 
increasing the price of fertilizer to the 
farmer. 

Sec. 6. In the appointment of offi- 
cials and the selection of employees for 
said Corporation, and in the promotion 
of any such employees or officials, no 
political test or qualification shall be 
permitted or given consideration, but 
all such appointments and promotions 
shall be given and made on the basis of 
merit and efficiency. Any member of 
said board who is found by the Presi- 
dent of the United States to be guilty 
of a violation of this section shall be 
removed from office by the President of 
the United States, and any appointee 
of said board who is found by the board 
to be guilty of a violation of this sec- 
tion shall be removed from office by 
said board. 
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and so approved by the President. 
Whenever such stock in storage shall 
fall below the quantity containing 

` 2,500 tons of fixed nitrogen the produc- 
tion of such nitrogenous plant food 
shall thereupon be resumed. In the 
event such production is not so found 
economically justifiable, then it shall 
be the duty of the Authority to operate 
such plants and facilities for the pro- 
duction of phosphoric acid and/or 
other fertilizer ingredients in a form 
available as plant food and capable of 
being applied directly to the soil, and 
in an amount and quantity equal to the 
production of nitrogenous plant food 
herein required. 

(f) To lease upon such terms and 
conditions as may safeguard the in- 
terests of the United States and insure 
the mass production of fertilizer and/or 
fertilizer ingredients the existing plants 
and facilities and any such additional 
plants and facilities as may be con- 
structed and any other property or 
properties, in whole or in part, for the 
benefit of the farmer and for agricul- 
tural conservation, except that there 
shall be no lease of power dams, power 
plants, and power-generating facili- 
ties: Provided, That all fertilizer pro- 
duced shall be in such form and in 
combination with such other ingredi- 
ents as shall make such fertilizer im- 
mediately available and practical for 
use by farmers in application to soil 
and crops. In the event that a lease 
be made, the board shall supply the said 
lessee the power necessary for the oper- 
ation of the properties leased and for 
such other manufacturing purposes as 
the President and the board may agree 
upon at a price which shall be deemed 
fair and just by the President and the 
board. ‘The lease of any such proper- 
ties for the production of fertilizer or 
fertilizer ingredients shall contain a 
stipulation that the operation of any 
properties used in the manufacture of 
fertilizer or fertilizer ingredients shall 
be conducted in an economical manner 
and that there must be manufactured 
annually at least a prescribed amount 
of nitrogenous plant food of a kind and 
quality and in a form available as 
plant food and capable of being ap- 
plied directly to the soil in connection 
with the growth of crops: And pro- 
vided further, That the contract shall 
contain a stipulation requiring the 
lessee to produce within 2 years from 
the date such lease shall become ef- 
fective, such fertilizer or fertilizer in- 
gredients containing not less than 
10,000 tons of fixed nitrogen, and 
shall require periodic increases in 
quantity of fixed nitrogen from time 
to time as the market demands may 
reasonably require, and such lease shall 
provide that such increases shall finally 
reach the maximum production capac- 
ity of such plant or plants as the board 
may find to be economically adapted, 
or susceptible of being made economi- 
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cally adapted to the fixation of nitro- 
gen, if the reasonable demands of the 
market shali justify the same, except 
when the nitrogen produced is required 
for national defense, or when the 
market demands for same are satisfied 
by the maintenance in storage and un- 
sold of such fertilizer or fertilizer in- 
gredients containing at least 2,500 
tons of fixed nitrogen, but whenever 
Said stock in storage shall fall below 
the quantity containing 2,500 tons of 
fixed nitrogen, the production of such 
nitrogen, and the manufacture of such 
fertilizer or fertilizer ingredients shall 
thereupon be resumed. 

(g) To make alterations, modifica- 
tions, or improvements in existing 
plants and facilities, and to construct 
new plants, for the production of con- 
centrated fertilizers, and/or fertilizer 
ingredients, in form suitable for home 
mixing, or for direct application to soil, 
and for use in connection with growing 
crops, and to sell same at cost plus 4 
per centum, under such rules and regu- 
lations as will insure the widest prac- 
ticable distribution thereof, and pref- 
erence in such sale shall be given to 
farmers or to their authorized pur- 
chasing agents. 

(h) It shall be the duty of the board 
to maintain in stand-by condition ni- 
trate plant numbered 2, or its equiva- 
lent, for the fixation of atmospheric 
nitrogen, for the production of ex- 
plosives in the event of war or a na- 
tional emergency, until the Congress 
shall by joint resolution release the 
board from this obligation. 

The Authority, with the approval of 
the President of the United States, is 
hereby authorized to ascertain and 
declare, for the purpose of fixing the 
cost of fertilizers and/or fertilizer in- 
gredients, the value of such part of any 
plant or plants as may be employed 
by the Authority in the production of 
fertilizer and/or fertilizer ingredients: 
Provided, That the total value of ni- 
trate plant numbered 2 shall not be 
fixed to exceed $6,000,000. 

(i) To establish, maintain, and oper- 
ate laboratories and experimental 
plants, and to undertake large-scale 
experiments for the purpose of en- 
abling the Authority to furnish nitro- 
gen, fertilizer, and other products 
needed for military and agricultural 
purposes in the most economical man- 
ner and at the highest standard of 
efficiency. 

(j) To request the assistance and 
advice of any officer, agent, or employee 
of any executive department or of any 
independent office of the United States, 
to enable the Authority the better to 
carry out its powers successfully, and 
the President shall, if in his opinion 
the public interest, service, and econ- 
omy so require, direct that such assist- 
ance, advice, and service be rendered to 
the Authority and any individual that 
may be by the President directed to 
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render such assistance, advice, and 
service shall be thereafter subject to 
the orders, rules, and regulations of the 
board and of the general manager. 

(k) Upon the requisition of the Sec- 
retary of War or the Secretary of the 
Navy to manufacture for and sell at 
cost to the United States explosives or 
their nitrogenous content. 

(1) Upon the requisition of the Sec- 
retary of War the board shall allot and 
deliver without charge to the War De- 
partment so much power as may be 
necessary in the judgment of said De- 
partment for use in operation of all 
locks, lifts, or other facilities in aid of 
navigation. 

(m) To produce, transmit, and sell 
electric power, as herein particularly 
specified. 

(n) No products of the Authority 
shall be sold for use outside of the 
United States, its Territories and pos- 
sessions, except to the United States 
Government for the use of its Army 
and Navy or to its allies in case of war. 

Sec. 7. In the appointment of offi- 
cials and the selection of employees for 
said corporation, and in the promo- 
tion of any such employees or officials, 
no political test or qualification shall 
be permitted or given consideration, 
but all such appointments and promo- 
tions shall be given and made on the 
basis of merit and efficiency. Any 
member of said board who is guilty 
of a violation of this section shall be 
removed from office by the President of 
the United States, and any appointee 
of said board who is guilty of a viola- 
tion of this section shall be removed 
from office by said board. 


Sec. 8. In order to enable the Au- 
thority to exercise the powers and du- 
ties vested in it by this Act— 

(a) The exclusive use, possession, and 
control of the United States nitrate 
plants numbered 1 and 2, including 
steam plants, located, respectively, at 
Sheffield, Ala., and Muscle Shoals, 
Ala., together with all real estate and 
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Sec. 7. In order to enable the Corpo- 
ration to exercise the powers vested in 
it by this act— 

(a) The exclusive use, possession, 
and control of the United States ni- 
trate plants numbered 1 and 2, includ- 
ing steam plants, located, respectively, 
at Sheffield, Ala., and Muscle Shoals, 
Ala., together with all real estate and 
buildings connected therewith, all tools 
and machinery, equipment, accesso- 
ries, and materials belonging thereto, 
and all laboratories and plants used as 
auxiliaries thereto; the fixed-nitrogen 
research laboratory, the Waco lime- 
stone quarry, in Alabama, and Dam 
No. 2, located at Muscle Shoals, its 
power house, and all hydroelectric and 
operating appurtenances (except the 
locks), and all machinery, lands, and 
buildings in connection therewith, and 
all appurtenances thereof are hereby 
intrusted to the Corporation for the 
purposes of this act. 

(b) The President of the United 
States is authorized to provide for the 
transfer to the Corporation of the use, 
possession, and control of such other 
real or personal property of the United 
States as he may from time to time 
deem necessary and proper for the pur- 
poses of the Corporation as herein 
stated. 


Sec. 8. (a) The Corporation shall 
maintain its principal office in the im- 
mediate vicinity of Muscle Shoals, Ala- 
bama. The Corporation shall be held 
to be an inhabitant and resident of the 
northern judicial district of Alabama 
within the meaning of the laws of the 
United States relating to the venue of 
civil suits. 
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Src. 7. In order to enable the Cor- 
poration to exercise the powers and 
duties vested in it by this act— 

(a) The exclusive use, possession, 
and control of the United States nitrate 
plants numbered 1 and 2, including 
steam plants, located, respectively, at 
Sheffield, Ala., and Muscle Shoals, 
Ala., together with all real estate and 
buildings connected therewith, all tools 
and machinery, equipment, accessories, 
and materials belonging thereto, and 
all laboratories and plants used as 
auxiliaries thereto; the fixed-nitrogen 
research laboratory, the Waco lime- 
stone quarry, in Alabama, and Dam 
No. 2, located at Muscle Shoals, its 
power house, and all hydroelectric and 
operating appurtenances (except the 
locks), and all machinery, lands, and 
buildings in connection therewith, and 
all appurtenances thereof, and all other 
property to be acquired by the Cor- 
poration in its own name or in the 
name of the United States of America, 
are hereby intrusted to the Corpora- 
tion for the purposes of this act. 

(b) The President of the United 
States is authorized to provide for the 
transfer to the Corporation of the use, 
possession, and control of such other 
real or personal property of the United 
States as he may from time to time 
deem necessary and proper for the pur- 
poses of the Corporation as herein 
stated. 

Sec. 8. (a) The Corporation shall 
maintain its principal office in the im- 
mediate vicinity of Muscle Shoals, Ala- 
bama. The Corporation shall be held 
to be an inhabitant and resident of the 
northern judicial district of Alabama 
within the meaning of the laws of the 
United States relating to the venue of 
civil suits. 
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buildings connected therewith, all tools 
and machinery, equipment, accesso- 
ries, and materials belonging thereto, 
and all laboratories and plants used as 
auxiliaries thereto; the fixed-nitrogen 
research laboratory, the Waco lime- 
stone quarry, in Alabama, and Dam 
No. 2, located at Muscle Shoals, its 
power house, and all hydroelectric 
and operating appurtenances (except 
the locks), and all machinery, lands, 
and buildings in connection therewith, 
and all appurtenances thereof, and all 
other property to be acquired by the 
Authority in its own name or in the 
name of the United States of America, 
are hereby entrusted to the Authority 
for the purposes of this Act. 

(b) The President of the United 
States is authorized to provide for the 
transfer to the Authority of the use, 
possession, and control of such other 
real or personaf property of the United 
States as he may from time to time 
deem necessary and proper for the pur- 
poses of the Authority as herein stated. 

Sec. 9. (a) The Authority shall main- 
tain its principal office in the immediate 
vicinity of Muscle Shoals, Ala. The 
Authority shall be held to be an in- 
habitant and resident of the northern 
judicial district of Alabama within the 
meaning of the laws of the United 
States relating to the venue of civil 
suits. 

(b) The Authority shall at all times 
maintain complete and accurate books 
of accounts. 

(c) Each member of the board, be- 
fore entering upon the duties of his 
office, shall subscribe to an oath (or 
affirmation) to support the Constitu- 
tion of the United States, and to faith- 
fully and impartially perform the duties 
imposed upon him by this act, 
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(b) The Corporation shall at all 
times maintain complete and accurate 
books of accounts. 

(c) Each member of the board, be- 
fore entering upon the duties of his 
office, shall subscribe to an oath (or 
affirmation) to support the Constitu- 
tion of the United States and to faith- 
fully and impartially perform the 
duties imposed upon him by this act. 


Sec. 9. (a) The board shall file with 
the President and with the Congress, in 
January of each year, a financial state- 
ment and a complete report as to the 
business of the Corporation covering 
the preceding year. This report shall 
include the total number of employees 
and the names, salaries, and duties of 
those receiving compensation at the 
rate of more than $1,500 a year. 

(b) The Comptroller General of the 
United States shall audit the transac- 
tions of the Corporation at such times 
as he shall determine but not less fre- 
quently than once each fiscal year, with 
personnel of his selection. In such 
connection he and his representatives 
shall have free and open access to all 
papers, books, records, files, accounts, 
plants, warehouses, offices, and all 
other things, property, and places be- 
longing to or under the control of or 
used or employed by the Corporation, 
and shall be afforded full facilities for 
counting all cash and verifying trans- 
actions with and balances in deposi- 
taries. He shall make report of each 
such audit in quadruplicate, one copy 
for the President, one for the chief offi- 
cer of the Corporation, one for public 
inspection, and the other to be retained 
by him for the uses of the Congress. 
The expenses of each such audit may 
be paid from moneys advanced there- 
for by the Corporation, or from any 
appropriation or appropriations for the 
General Accounting Office and appro- 
priations so used shall be reimbursed 
promptly by the Corporation as billed 
by the Comptroller General. All such 
audit expenses shall be charged to op- 
erating expenses of the Corporation. 
The Comptroller General shall make 
special report to the Congress of any 
transaction or condition found by him 
to be in conflict with the authority or 
* intrusted to the Corporation by 

W. 
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(b) The Corporation shall at all 
times maintain complete and accurate 
books of accounts. 

(c) Each member of the board, be- 
fore entering upon the duties of his 
office, shall subscribe to an oath (or 
affirmation) to support the Constitu- 
tion of the United States and to faith- 
fully and impartially perform the 
duties imposed upon him by this act, 


Sec. 9. (a) The board shall file with 
the President and with the Congress, 
in December of each year, a financial 
statement and a complete report as to 
the business of the Corporation cover- 
ing the preceding governmental fiscal 
year. This report shall include an 
itemized statement of the cost of power 
at each power station, the total num- 
ber of employees and the names, sal- 
aries, and duties of those receiving 
compensation at the rate of more than 
$1,500 a year. 

(b) The Comptroller General of the 
United States shall audit the transac- 
tions of the Corporation at such times 
as he shall determine, but not less fre- 
quently than once each governmental 
fiscal year, with personnel of his selec- 
tion. In such connection he and his 
representatives shall have free and 
open access to all papers, books, rec- 
ords, files, accounts, plants, warehouses, 
Offices, and all other things, property 
and places belonging to or under the 
control of or used or employed by the 
Corporation, and shall be afforded full 
facilities for counting all cash and 
verifying transactions with and bal- 
ances in depositaries. He shall make 
report of each such audit in quadrupli- 
cate, one copy for the President of the 
United States, one for the chairman of 
the board, one for public inspection 
at the principal office of the Corpora- 
tion, and the other to be retained by 
him for the uses of the Congress. The 
expenses of each such audit may be 
paid from moneys advanced therefor 
by the Corporation, or from any appro- 
priation or appropriations for the Gen- 
eral Accounting Office, and appropria- 
tions so used shall be reimbursed 
promptly by the Corporation as billed 
by the Comptroller General. All such 
audit expenses shall be charged to 
operating expenses of the Corporation. 
The Compiroller General shall make 
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Src. 10. (a) The board shall file with 
the President and with the Congress, 
in December of each year, a financial 
statement and a complete report as to 
the business of the Authority covering 
the preceding governmental fiscal year. 
This report shall include an itemized 
statement of the cost of power at each 
power station, the total number of 
employees, and the names, salaries, and 
duties of those receiving compensation 
at the rate of more than $1,500 a year. 

(b) The board shall require a careful 
and scrutinizing audit and accounting 
by the General Accounting Office or its 
successor in performing similar duties, 
during each governmental fiscal year of 
operation under this act, and said audit 
shall be open to inspection to the public 
at all times, and copies thereof shall be 
filed in the principal office of the 
Authority at Muscle Shoals, in the State 
of Alabama. At least once during each 
fiscal year the President of the United 
States shall appoint a firm of certified 
public accountants of his own choice 
and selection which shall have free and 
open access to all books, accounts, 
plants, warehouses, offices, and all other 
places, and records, belonging to or 
under the control of or used by the 
Authority in connection with the busi- 
ness authorized by this act. And the 
expenses of such audit so directed by 
the President shall be paid by the 
board and charged as part of the 
operating expenses of the Authority. 


Sec. 11. The board is hereby empow- 
ered and authorized to sell the surplus 
power, not used in its operations and 
for operation of locks and other works 
to States, counties, municipalities, cor- 
porations, partnerships, or individuals, 
according to the policies hereinafter set 
forth, and to carry out said authority 
the board is authorized to enter into 
contracts for such sale for a term not 
exceeding 20 years and in the sale 
of such current by the board it shall 
give preference to States, counties, mu- 
nicipalities, or cooperative organiza- 
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Sec. 10. The board is hereby empow- 
ered and authorized to sell the surplus 
power not used in its operations and 
for operation of locks and other works 
generated by it to States, counties, mu- 
nicipalities, corporations, partnerships, 
or individuals, according to the policies 
hereinafter set forth, and to carry out 
said authority, the board is authorized 
to enter into contracts for such sale 
for a term not exceeding 30 years 
and in the sale of such current by the 
board it shall give preference to States, 
counties, municipalities, and coopera- 
tive organization of citizens or farmers, 
not organized or doing business for 
profit, but primarily for the purpose of 
supplying electricity to its own citizens 
or members: Provided, That all con- 


tracts made with private companies or- 


individuals for the sale of power, which 
power is to be resold for a profit, shall 
contain a provision authorizing the 
board to cancel said contract upon 2 
years’ notice in writing, if the board 
needs said power to supply the demands 
of States, counties, or municipalities. 
In order to provide for the fullest pos- 
sible use of electric light and power on 
farms within reasonable distance of 
any of its transmission lines, the board 
in its discretion shall have power to 
construct transmission lines to farms 
and small villages that are not other- 
wise supplied with electricity at rea- 
sonable rates and to make such rules 
and regulations governing such sale 
and distribution of such electric power 
as in its judgment may be just and 
equitable: Provided further, That the 
board is hereby authorized and directed 
to make studies, experiments, and de- 
terminations to promote the wider and 
better use of electric power for agricul- 
tural and domestic use, or for small or 
local industries, and it may cooperate 
with State governments, or their sub- 
divisions or agencies, with educational 
or research institutions, and with co- 
operatives or other organizations, in 
the application of electric power to the 
fuller and better balanced development 
of the resources of the region. 


Src. 11. It is hereby declared to be 
the policy of the Government so far as 
practical to distribute the surplus 
power generated at Muscle Shoals 
equitably among the States, counties, 
and municipalities within transmission 
distance of Muscle Shoals. 
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special report to the President of the 
United States and to the Congress of 
any transaction or condition found by 
him to be in conflict with the powers 
or duties intrusted to the Corporation 
by law. 

Sec. 10. The board is hereby empow- 
ered and authorized to sell the surplus 
power not used in its operations, and 
for operation of locks and other works 
generated by it, to States, counties, 
municipalities, corporations, partner- 
ships, or individuals, according to the 
policies hereinafter set forth; and to 
carry out said authority, the board is 
authorized to enter into contracts for 
such sale for a term not exceeding 
20 years, and in the sale of such 
current by the board it shall give pref- 
erence to States, counties, municipali- 
ties, and cooperative organizations of 
citizens or farmers, not organized or 
doing business for profft, but primarily 
for the purpose of supplying electricity 
to its own citizens or members: Pro- 
vided, That all contracts made with 
private companies or individuals for 
the sale of power, which power is to 
be resold for a profit, shall contain a 
provision authorizing the board to can- 
cel said contract upon 5 years’ no- 
tice in writing, if the board needs said 
power to supply the demands of States, 
counties, or municipalities. In order to 
promote and encourage the fullest pos- 
sible use of electric light and power on 
farms within reasonable distance of 
any of its transmission lines the board 
in its discretion shall have power to 
construct transmission lines to farms 
and small villages that are not other- 
wise supplied with electricity at reason- 
able rates, and to make such rules and 
regulations governing such sale and 
distribution of such electric power as 
in its judgment may be just and equi- 
table: Provided further, That the board 
is hereby authorized and directed to 
make studies, experiments, and deter- 
minations to promote the wider and 
better use of electric power for agri- 
cultural and domestic use, or for small 
or local industries, and it may coop- 
erate with State governments, or their 
subdivisions or agencies, with educa- 
tional or research institutions, and 
with cooperatives or other organiza- 
tions, in the application of electric 
power to the fuller and better balanced 
development of the resources of the 
region. 

Sec. 11. It is hereby declared to be 
the policy of the Government so far as 
practical to distribute and sell the sur- 
plus power generated at Muscle Shoals 
equitably among the States, counties, 
and municipalities within transmission 
distance. This policy is further de- 
clared to be that the projects herein 
provided for shall be considered pri- 
marily as for the benefit of the people 
of the section as a whole and particu- 
larly the domestic and rural consumers 
to whom the power can economically 
be made available, and accordingly that 
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tions of citizens or farmers, not organ- 
ized or doing business for profit, but 
primarily for the purpose of supplying 
electricity to their own citizens or 
members: Provided, That all contracts 
made with private companies or indi- 
viduals for the sale of power, which 
power is to be resold for a profit, shall 
contain a provision authorizing the 
board to cancel said contract upon 5 
years’ notice in writing, if the board 
needs said power to supply the demands 
of States, counties, or municipalities. 


Src. 12. It is hereby declared to be 
the policy of the Government, so far 
as practical, to transmit or sell all the 
surplus power generated by the Au- 
thority at Muscle Shoals equitably 
among the States, counties, and mu- 
nicipalities within transmission dis- 
tance, 
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Src. 12. In order to place the board 
upon a fair basis for making such con- 
tracts and for receiving bids for the 
sale of such power it is hereby express- 
ly authorized, either from appropria- 
tions made by Congress or from funds 
secured from the sale of such power 
or from funds secured by the sale of 
bonds hereafter provided for, to con- 
struct, lease, purchase, or authorize the 
construction of transmission lines 
within transmission distance from the 
place where generated and to intercon- 
nect with other systems. The board is 
also authorized to lease to any person, 
persons, or corporation any transmis- 
sion line owned by the Government and 
operated by the board, but no such 
lease shall be made that in any way 
interferes with the use of such trans- 
mission line by the board: Provided, 
That if any State, county, municipal- 
ity, or other public or cooperative or- 
ganization of citizens or farmers, not 
organized or doing business for profit, 
but primarily for the purpose of sup- 
plying electricity to its own citizens or 
members, or any two or more of such 
municipalities or organizations, shall 
construct or agree to construct and 
maintain a properly designed and built 
transmission line to the Government 
reservation upon which is located a 
Government generating plant, or to a 
main transmission line owned by the 
Government or leased by the board and 
under the control of the board, the 
board is hereby authorized and directed 
to contract with such State, county, 
municipality, or other organization, or 
two or more of them, for the sale of 
electricity for a term not exceeding 
40 years, and in any such case the 
board shall give to such State, county, 
municipality, or other organization am- 
ple time to fully comply with any local 
law now in existence or hereafter en- 
acted providing for the necessary legal 
authority for such State, county, mu- 
nicipality, or other organization to 
contract with the board for such 
power: Provided further, That all con- 
tracts entered into between the Cor- 
poration and any municipality or other 
political subdivision shall provide that 
the electric power shall be sold and 
distributed to the ultimate consumer 
without discrimination as between con- 
sumers of the same class, and such con- 
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sale to and use by industry shall be a 
secondary purpose, to be utilized prin- 
cipally to secure a sufficiently high load 
factor and revenue returns which will 
permit domestic and rural use at the 
lowest possible rates and in such man- 
ner as to encourage increased domestic 
and rural use of electricity. 

It is further hereby declared to be 
the policy of the Government to utilize 
and operate the Muscle Shoals proper- 
ties so far as may be necessary to 
improve, increase, and cheapen the 
production of fertilizer and fertilizer 
ingredients by carrying out the pro- 
visions of this act. 

Sec, 12. In order to place the board 
upon a fair basis for making such con- 
tracts and for receiving bids for the 
sale of such power, it is hereby ex- 
pressly authorized, either from appro- 
priations made by Congress or from 
funds secured from the sale of such 
power, or from funds secured by the 
sale of bonds hereafter provided for, to 
construct, lease, purchase, or authorize 
the construction of transmission lines 
within transmission distance from the 
place where generated, and to inter- 
connect with other systems. The board 
is also authorized to lease to any per- 
son, persons, or corporation the use of 
any transmission line owned by the 
Government and operated by the board, 
but no such lease shall be made that 
in any way interferes with the use of 
such transmission line by the board: 
Provided, That if any State, county, 
municipality, or other public or co- 
operative organization of citizens or 
farmers, not organized or doing busi- 
ness for profit, but primarily for the 
purpose of supplying electricity to its 
own citizens or members, or any two 
or more of such municipalities or or- 
ganizations, shall construct or agree to 
construct and maintain a properly de- 
signed and built transmission line to 
the Government reservation upon 
which is located a Government gener- 
ating plant, or to a main transmis- 
sion line owned by the Government or 
leased by the board and under the 
control of the board, the board is here- 
by authorized and directed to contract 
with such State, county, municipality, 
or other organization, or two or more 
of them, for the sale of electricity for a 
term not exceeding 30 years; and in 
any such case the board shall give to 
such State, county, municipality, or 
other organization ample time to fully 
comply with any local law now in ex- 
istence or hereafter enacted providing 
for the necessary legal authority for 
such State, county, municipality, or 
other organization to contract with the 
board for such power: Provided further, 
That all contracts entered into be- 
tween the Corporation and any mu- 
nicipality or other political subdivision 
or corporative organization shall pro- 
vide that the electric power shall be 
sold and distributed to the ultimate 
consumer without discrimination as be- 
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Sec. 13. In event the board is unable 
to make satisfactory contracts with 
persons, firms, or corporations engaged 
in the distribution and resale of elec- 
tricity as in this act provided, or for 
the use or purchase of such transmis- 
sion lines, it is hereby expressly au- 
thorized, either from appropriations 
made by Congress or from funds se- 
cured from the sale of such power or 
from proceeds from the sale of bonds 
as herein authorized, with the approval 
of the President, to construct, lease, or 
authorize the construction of transmis- 
sion lines within transmission distance 
not to exceed 400 miles from the place 
where the power is generated, if trans- 
mission lines are found economically 
justified and necessary to carry out the 
provisions of this act: Provided, That 
the project herein provided for shall 
be considered primarily as for the 
benefit of the people of the section as 
a whole and particularly the domestic 
and rural consumers to whom the 
power can economically be made avail- 
able, and accordingly that sale to and 
use by industry shall be a second- 
ary purpose, to be utilized principally 
to secure a sufficiently high load factor 
and revenue returns which will permit 
domestic and rural use at the lowest 
possible rates and in such manner as 
to encourage increased domestic and 
rural use of electricity: Provided, That 
if any State, county, municipality, or 
other public or cooperative organiza- 
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tract shall be void if a discriminatory 
rate, rebate, or other special concession 
is made or given to any consumer or 
user by the municipality or other po- 
litical subdivision: And provided fur- 
ther, That any surplus power not so 
sold as above provided to States, coun- 
ties, municipalities, or other said or- 
ganizations, before the board shall sell 
the same to any person or corporation 
engaged in the distribution and resale 
of electricity for profit, it shall require 
said person or corporation to agree that 
any resale of such electric power by 
said person or corporation shall be sold 
to the ultimate consumer of such elec- 
tric power at prices that shall not ex- 
ceed a schedule fixed by the board from 
time to time as reasonable, just, and 
fair; and in case of any such sale if an 
amount is charged the ultimate con- 
sumer which is in excess of the price 
so deemed to be just, reasonable, and 
fair by the board the contract for such 
sale between the board and such dis- 
tributor of electricity shall be declared 
null and void and the same shall be 
canceled by the board: And provided 
further, That the board is hereby au- 
thorized to enter into contracts with 
other power systems for the mutual ex- 
change of unused excess power upon 
suitable terms, for the conservation of 
stored water and as an emergency or 
break-down relief. 


Sec. 13. Five per centum of the gross 
proceeds received by the board for the 
Sale of power generated at Dam No. 2, 
or from the steam plant located in 
that vicinity, or from any other steam 
plant hereafter constructed in the 
State of Alabama, shall be paid to 
the State of Alabama; and 5 per 
centum of the gross proceeds from the 
sale of power generated at Cove Creek 
Dam, hereinafter provided for, or any 
other dam or steam plant located in 
the State of Tennessee, shall be paid 
to the State of Tennessee. Upon the 
completion of said Cove Creek Dam the 
board shall ascertain how much excess 
power is thereby generated at Dam 
No. 2 and any other dam hereafter 
constructed by the Government of the 
United States on the Tennessee River, 
in the State of Alabama, or in the 
State of Tennessee and from the gross 
proceeds of the sale of such excess 
power 2% per centum shall be paid to 
the State of Alabama and 2% per 
centum to the State of Tennessee. 
These provisions shall apply to any 
other dam that may heresfter be con- 
structed and controlled and operated 
by the board on the Tennessee River or 
any of its tributaries, the main purpose 
of which is to control flood waters and 
where the development of electric 
power is only incidental in the operation 
of such flood-control dam. In ascer- 
taining the gross proceeds from the 
sale of such power upon which a per- 
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tween consumers of the same class, and 
such contract shall be voidable at the 
election of the board if a discrimina- 
tory rate, rebate, or other special con- 
cession is made or given to any con- 
Sumer or user by the municipality or 
other political subdivision or coopera- 
tive organization: And provided jur- 
ther, That as to any surplus power not 
so sold as above provided to States, 
counties, municipalities, or other said 
organizations, before the board shall 
sell the same to any person or corpora- 
tion engaged in the distribution and re- 
sale of electricity for profit, it shall re- 
quire said person or corporation to 
agree that any resale of such electric 
power by said person or corporation 
shall be made to the ultimate con- 
sumer of such electric power at prices 
that shall not exceed a schedule 
fixed by the board from time to time 
as reasonable, just, and fair; and in 
case of any such sale, if an amount is 
charged the ultimate consumer which 
is in excess of the price so deemed to 
be just, reasonable, and fair by the 
board, the contract for such sale be- 
tween the board and such distributor of 
electricity shall be voidable at the elec- 
tion of the board: And provided 
further, That the board is hereby au- 
thorized to enter into contracts with 
other power systems for the mutual 
exchange of unused excess power upon 
suitable terms, for the conservation of 
stored water, and as an emergency or 
break-down relief. 

Sec. 13. Five per centum of the gross 
proceeds received by the board for the 
Sale of power generated at Dam No. 
2, or from any other hydropower plant 
hereafter constructed in the State of 
Alabama, shall be paid to the State of 
Alabama; and 5 per centum of the 
gross proceeds from the sale of power 
generated at Cove Creek Dam, herein- 
after provided for, or any other dam 
located in the State of Tennessee, 
shall be paid to the State of Tennessee. 
Upon the completion of said Cove Creek 
Dam the board shall ascertain how 
much additional power is thereby gen- 
erated at Dam No. 2 and at any other 
dam hereafter constructed by the Gov- 
ernment of the United States on the 
Tennessee River, in the State of Ala- 
bama, or in the State of Tennessee, 
and from the gross proceeds of the sale 
of such additional power 2% per 
centum shall be paid to the State of 
Alabama and 2% per centum to the 
State of Tennessee. These percentages 
shall apply to any other dam that may 
hereafter be constructed and con- 
trolled and operated by the board on 
the Tennessee River or any of its tribu- 
taries, the main purpose of which is 
to control flood waters and where the 
development of electric power is inci- 
dental to the operation of such flood- 
control dam. In ascertaining the 
gross proceeds from the sale of such 
power upon which a percentage is paid 
to the States of Alabama and Tennes- 
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tion of citizens or farmers, not organ- 
ized or doing business for profit, but 
primarily for the purpose of supplying 
electricity to its own citizens or mem- 
bers, or any two or more of such mu- 
nicipalities or organizations, shall con- 
struct or agree to construct a transmis- 
sion line to the place of generation, or 
to the Government reservation on 
which is located a power-generating 
plant operated by the Authority, or to 
some place along or at the end of a 
transmission line, the board is hereby 
authorized to contract with such State, 
county, municipality, or other organi- 
zation, or two or more of them, for the 
sale of electricity for a term not ex- 
ceeding 30 years, and in any such case 
the board shall give to such State, 
county, municipality, or other organi- 
zation ample time to fully comply with 
any local law now in existence or here- 
after enacted providing for the neces- 
sary legal authority for such State, 
county, municipality, or other organi- 
zation to contract with the board for 
such power: Provided further, That all 
contracts entered into between the 
Authority and any municipality or 
other political subdivision or coopera- 
tive association shall provide that the 
electric power shall be sold and dis- 
tributed to the ultimate consumer with- 
out discrimination as between consum- 
ers of the same class, and such con- 
tract shall be voidable at the election 
of the Authority if a discriminatory 
rate, rebate, or other special concession 
is made or given to any consumer or 
user by the municipality or other po- 
litical subdivision: And provided fur- 
ther, That as to any surplus power not 
so sold as above provided to States, 
counties, municipalities, or other said 
organizations, before the Authority 
shall sell the same to any person or 
corporation engaged in the distribution 
and resale of electricity for profit, it 
shall require said person or corporation 
to agree that any resale of such elec- 
tric power by said person or corporation 
shall be sold to the ultimate consumer 
of such electric power at a price that 
shall not exceed an amount found to 
be reasonable, just, and fair by the 
Federal Power Commission, or its suc- 
cessor as a Federal regulatory body 
haying similar jurisdiction; and in case 
of any such sale if an amount is 
charged the ultimate consumer which 
is in excess of the price so deemed to 
be just, reasonable, and fair by the 
Federal Power Commission, or its suc- 
cessor as aforesaid, the contract for 
such sale between the board and such 
distributor of electricity shall by the 
Authority be declared to be null and 
void and the same shall be canceled. 
Sec. 14. The net proceeds derived by 
the board from the sale of power and 
any of the products manufactured by 
the Authority, after deducting the cost 
of operation, maintenance, deprecia- 
tion, amortization, and an amount 
deemed by the board as necessary to 
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centage is paid to the States of Ala- 
bama and Tennessee the board shall 
not take into consideration the pro- 
ceeds of any power sold to the Govern- 
ment of the United States, or any de- 
partment of the Government of the 
United States used in the operation of 
any locks on the Tennessee River or 
for any experimental purpose, or for 
the manufacture of fertilizer or any of 
the ingredients thereof, or for any 
other governmental purpose: Provided, 
That the percentages to be paid to the 
States of Alabama and Tennessee, as 
provided in this section, shall be sub- 
ject to revision and change by the 
board, and any new rates established 
by the board, when approved by the 
President, shall remain in effect until 
and unless again changed by the board 
with the approval of the President. 
No change of said rates shall be made 
more often than once in 5 years, and 
no change shall be made without giv- 
ing to the States of Alabama and Ten- 
nessee an opportunity to be heard. 


Szo. 14. The board shall make a 
thorough investigation as to the pres- 
ent value of Dam No. 2 and the steam 
plants at nitrate plant no. 1 and ni- 
trate plant no. 2, and as to the cost of 
Cove Creek Dam, for the purpose of 
ascertaining how much of the value or 
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see, the board shall not take into con- 
sideration the proceeds of any power 
sold or delivered to the Government 
of the United States, or any department 
or agency of the Government of the 
United States, used in the operation of 
any locks on the Tennessee River or for 
any experimental purpose, or for the 
manufacture of fertilizer or any of the 
ingredients thereof, or for any other 
governmental purpose: Provided, That 
the percentages to be paid to the States 
of Alabama and Tennessee, as pro- 
vided in this section, shall be subject 
to revision and change by the board, 
and any new percentages established 
by the board, when approved by the 
President, shall remain in effect until 
and unless again changed by the board 
with the approval of the President. 
No change of said percentages shall be 
made more often than once in 5 years, 
and no change shall be made without 
giving to the States of Alabama and 
Tennessee an opportunity to be heard. 


2 Ti cepted 


Sec. 14. The board shall make a 
thorough investigation as to the pres- 
ent value of Dam No. 2, and the steam 
plants at nitrate plant no. 1, and ni- 
trate plant no. 2, and as to the cost of 
Cove Creek Dam, for the purpose of 
ascertaining how much of the value or 
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withhold as operating capital, or de- 
voted by the board to new construction, 
shall be paid into the Treasury of the 
United States at the end of each cal- 
endar year. 


Sec. 15. The Authority is hereby em- 
powered, when and if the market de- 
mands justify, to complete Dam No. 2 
at Muscle Shoals, Alabama, and the 
steam plant at nitrate plant no. 2, in 
the vicinity of Muscle Shoals, by in- 
stalling in Dam No. 2 the additional 
power units, according to the plans 
and specifications of said dam, and the 
additional power unit in the steam 
plant at nitrate plant no. 2. 


Sec, 16. The Secretary of War is 
hereby authorized, with appropriations 
hereafter to be made available by the 
Congress or from funds arising from 
the sale of bonds, to construct, either 
directly or by contract to the lowest re- 
sponsible bidder or bidders, after due 
advertisement, a dam which has by long 
usage become known and designated as 
the Cove Creek Dam in and across the 
Clinch River in the State of Tennessee, 
together with a transmission line to 
Muscle Shoals interconnecting with any 
intermediate power plants: Provided, 
That such transmission line may be 
constructed only if the board is unable 
to make contracts satisfactory to the 
Authority with owners of privately 
owned lines for the transmission of 
power, or for the use or the purchase 
of transmission lines, and if, after in- 
vestigation, the Authority shall find 
that such transmission line is eco- 
nomically justifiable and necessary to 
carry out the purposes of this act. 
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the cost of said properties shall be allo- 
cated and charged up to (1) flood con- 
trol, (2) navigation, (3) fertilizer, (4) 
national defense, and (5) the develop- 
ment of power. The findings thus 
made by the board, when approved by 
the President of the United States, 
shall be final, and such findings shall 
thereafter be used in all allocation of 
value for the purpose of keeping the 
book value of said properties. In like 
manner, the cost and book value of 
any dams, steam plants, or other simi- 
lar movements hereafter constructed 
and turned over to said board for the 
purpose of control and management 
shall be ascertained. 

Src, 15. In the construction of any 
future dam, steam plant, or other fa- 
cility, to be used in whole or in part 
for the generation of hydroelectric 
power, the board, if directed so to do by 
the President of the United States, 
shall issue its bonds for the payment 
in part or in full of that part of said 
development that is allocated to the 
production of hydroelectric power. 
Said bonds shall be in denominations 
and shall draw such interest and shall 
bear such maturity dates as shall be 
directed by the President, and the same 
shall be sold to the public in such man- 
ner and under such rules and regula- 
tions as the President may direct. The 
net proceeds of all moneys received for 
the sale of power to States, counties, 
municipalities, or farm organizations, 
as well as the net proceeds derived 
from any tonnage tax that may here- 
after be provided for by Congress, are 
hereby pledged to the payment of said 
bonds and the interest thereon. 


Sec. 16. The Secretary of War, or the 
Secretary of the Interior, whenever the 
President deems it advisable, is hereby 
empowered and directed to complete 
Dam No. 2 at Muscle Shoals, Alabama, 
and the steam plant at nitrate plant 
no, 2, in the vicinity of Muscle Shoals, 
by installing in Dam No. 2 the addi- 
tional power units according to the 
plans and specifications of said dam, 
and the additional power unit in the 
steam plant at nitrate plant no. 2. 
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the cost of said properties shall be allo- 
cated and charged up to (1) flood con- 
trol, (2) navigation, (3) fertilizer, (4) 
national defense, and (5) the develop- 
ment of power. The findings thus 
made by the board, when approved by 
the President of the United States, 
shall be final, and such findings shall 
thereafter be used in all allocation 
of value for the purpose of keeping the 
book value of said properties. In like 
manner, the cost and book value of any 
dams, steam plants, or other similar 
improvements hereafter constructed 
and turned over to said board for the 
purpose of control and management 
shall be ascertained and allocated. 

Sec. 15. In the construction of any 
future dam, steam plant, or other fa- 
cility, to be used in whole or in part for 
the generation or transmission of elec- 
tric power the board is hereby author- 
ized and empowered to issue on the 
credit of the United States and to sell 
serial bonds not exceeding $50,000,000 
in amount, having a maturity not more 
than 50 years from the date of issue 
thereof, and bearing interest not ex- 
ceeding 3½ per centum per annum. 
Said bonds shall be issued and sold in 
amounts and prices approved by the 
Secretary of the Treasury, but all such 
bonds as may be so issued and sold 
shall have equal rank. None of said 
bonds shall be sold below par, and no 
fee, commission, or compensation what- 
ever shall be paid to any person, firm, 
or corporation for handling, negotiat- 
ing the sale, or selling the said bonds. 
All of such bonds so issued and sold 
shall have all the rights and privileges 
accorded by law to Panama Canal 
bonds, authorized by section 8 of the 
act of June 28, 1902, chapter 1302, as 
amended by the act of December 21, 
1905 (ch. 3, sec. 1, 34 Stat. 5), as now 
compiled in section 743 of title 31 of 
the United States Code. All funds 
derived from the sale of such bonds 
shall be paid over to the Corporation. 

Sec. 16. The board, whenever the 
President deems it advisable, is hereby 
empowered and directed to complete 
Dam No. 2 at Muscle Shoals, Alabama, 
and the steam plant at nitrate plant 
no, 2, in the vicinity of Muscle Shoals, 
by installing in Dam No. 2 the addi- 
tional power units according to the 
Plans and specifications of said dam, 
and the additional power unit in the 
steam plant at nitrate plant no. 2. 
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Such construction shall be according 
to the latest and most approved designs 
of the Chief of Engineers, including 
powerhouse and hydroelectric installa- 
tions and equipment for the generation 
of electric power in order that the 
waters of the said Clinch River may 
be impounded and stored above said 
dam for the purpose of promoting navy- 
igation by increasing and regulating 
the flow of the Clinch River and the 
Tennessee River below, so that the 
maximum amount of primary power 
may be developed at Dam Numbered 2 
and at any and all other dams below 
the said Cove Creek Dam. 

Sec. 17. In order to enable and em- 
power the board to carry out the au- 
thority hereby conferred in the most 
economical and efficient manner, it is 
hereby authorized and empowered in 
the exercise of the powers of national 
defense, in the aid of navigation, and 
in the control of the flood waters of 
the Tennesseee and Mississippi Rivers, 
constituting channels of interstate com- 
merce, to exercise the right of eminent 
domain and to condemn all lands, 
easements, rights of way, and other 
area necessary in order to obtain a site 
for said Cove Creek Dam, and the 
fiowage rights for the reservoir of water 
above said dam and to negotiate and 
conclude contracts with States, coun- 
ties, municipalities, and all State agen- 
cies, and with railroads, railroad cor- 
porations, common carriers, and all 
public-utility commissions, and any 
other person, firm, or corporation, for 
the relocation of railroad tracks, high- 
ways, highway bridges, mills, ferries, 
electric-light plants, and any and all 
other properties, enterprises, and proj- 
ects whose removal may be necessary 
in order to carry out the provisions of 
this act. When said Cove Creek Dam, 
transmission line, and power house 
shall have been completed, the posses- 
sion, use, and control thereof shall be 
intrusted to the Authority for use and 
operation in connection with the gen- 
eral Muscle Shoals and Tennessee Val- 
ley project and to promote flood control 
and navigation in the Tennessee River. 
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Sec. 17. It is hereby declared to be 
the policy of the Government to utilize 
the Muscle Shoals properties so far as 
may be necessary to improve and 
cheapen the production of fertilizer and 
fertilizer ingredients by carrying out 
the provisions of this act. 
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Sec. 17. The Secretary of War, or 
the Secretary of the Interior, is hereby 
authorized to construct, either directly 
or by contract to the lowest responsible 
bidder, after due advertisement, a dam 
in and across Clinch River in the State 
of Tennessee, which has by long cus- 
tom become known and designated as 
the Cove Creek Dam, together with a 
transmission line from Muscle Shoals, 
according to the latest and most ap- 
proved designs, including power house 
and hydroelectric installations and 
equipment for the generation of power, 
in order that the waters of the said 
Clinch River may be impounded and 
stored above said dam for the pur- 
pose of increasing and regulating the 
fiow of the Clinch River and the 
Tennessee River below, so that the 
maximum amount of primary power 
may be developed at Dam No. 2 and 
at any and all other dams below the 
said Cove Creek Dam: Provided, how- 
ever, That the President is hereby au- 
thorized by appropriate order to di- 
rect the employment by the Secretary 
of War, or by the Secretary of the 
Interior, of such engineer or engineers 
as he may designate, to perform such | 
duties and obligations as he may deem | 
proper, either in the drawing of plans 
and specifications for said dam, or to 
perform any other work in the build- 
ing or construction of the same. The 
President may, by such order, place the 
control of the construction of said dam 
in the hands of such engineer or engi- 
neers taken from private life as he 
may desire: And provided further, 
That the President is hereby expressly 
authorized, without regard to the re- 
striction or limitation of any other 
statute, to select attorneys and assist- 
ants for the purpose of making any in- 
vestigation he may deem proper to 
ascertain whether, in the control and 
management of Dam No. 2, or any 
other dam or property owned by the 
Government in the Tennessee River 
Basin, or in the authorization of any 
improvement therein, there has been 
any undue or unfair advantage given 
to private persons, partnerships, or 
corporations, by any officials or em- | 
ployees of the Government, or whether | 
in any such matters the Government 
has been injured or unjustly deprived 
of any of its rights. 
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Sec. 18. The Authority, as an in- 
strumentality and agency of the Gov- 
ernment of the United States for the 
purpose of executing its lawful powers, 
shall have access to the Patent Office 
of the United States for the purpose 
of studying, ascertaining, and copying 
all methods, formulae, and scientific in- 
formation (but not including access to 
pending applications for patents) 
necessary to enable the Authority to 
use and employ the most efficacious and 
economical process for the production 
of fixed nitrogen, or any essential in- 
gredient of fertilizer, or any method of 
improving and cheapening the produc- 
tion of hydroelectric power, and any 
owner of a patent whose patent rights 
may have been thus in any way copied, 
used, infringed, or employed by the 
exercise of this right by the Authority 
shall have as the exclusive remedy a 
cause of action against the Authority, 
to be instituted and prosecuted on the 
equity side of the district court of the 
United States, in any district where in- 
fringement has occurred for the re- 
covery of judgment for reasonable com- 
pensation. Service may be made in any 
such way as the court may direct. The 
Commissioner of Patents shall furnish 
to the Authority, at its request and 
without payment of fees, copies of 
documents on file in his office. 


Sec. 19. The Government of the 
United States hereby reserves the right, 
in case of war or national emergency 
declared by Congress, to take posses- 
sion of all or any part of the property 
described or referred to in this act for 
the purpose of manufacturing ex- 
plosives, or for other war purposes. 
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Sec. 18. The Secretary of War, or the 
Secretary of the Interior, is hereby au- 
thorized to construct, either directly or 
by contract to the lowest responsible 
bidder, after due advertisement, a dam 
in and across Clinch River in the State 
of Tennessee, which has by long cus- 
tom become known and designated as 
the Cove Creek Dam, together with a 
transmission line from Muscle Shoals, 
according to the latest and most ap- 
proved designs of the Chief of Engi- 
neers, including power house and hy- 
droelectric installations and equipment 
for the generation of at least 200,000 
horsepower, in order that the waters 
of the said Clinch River may be im- 
pounded and stored above said dam for 
the purpose of increasing and regulat- 
ing the flow of the Clinch River and 
the Tennessee River below, so that the 
maximum amount of primary power 
may be developed at Dam No. 2 and 
at any and all other dams below the 
said Cove Creek Dam: Provided, how- 
ever, That the President is hereby ex- 
pressly authorized by the appropriate 
order to direct the employment by the 
Secretary of War, or by the Secretary 
of the Interior, of such engineer or 
engineers as he may designate, to per- 
form such duties and obligations as he 
may deem proper, either in the draw- 
ing of plans and specifications for said 
dam, or to perform any other work in 
the building or construction of the 
same. The President may, by such 
order, place the control of the con- 
struction of said dam in the hands 
of such engineer or engineers taken 
from private life as he may desire: 
And provided further, That the Presi- 
dent is hereby expressly authorized, 
without regard to the restriction or 
limitation of any other statute, to se- 
lect attorneys and assistants for the 
purpose of making any investigation he 
may deem proper to ascertain whether, 
in the control and management of 
Dam No. 2, or any other dam or prop- 
erty owned by the Government in 
the Tennessee River Basin, or in the 
authorization of any improvement 
therein, there has been any undue or 
unfair advantage given to private per- 
sons, partnerships, or corporations, by 
any officials or employees of the Gov- 
ernment, or whether in any such mat- 
ters the Government has been injured 
or unjustly deprived of any of its 
rights. 

Sec. 19. In order to enable and em- 
power the Secretary of War or the 
Secretary of the Interior to carry out 
the authority hereby conferred, in the 
most economical and efficient manner, 
he is hereby authorized and empowered 
in the exercise of the powers of na- 
tional defense in aid of navigation, and 
in the control of the flood waters of 
the Tennessee and Mississippi Rivers, 
constituting channels of interstate 
commerce, to exercise the right of 
eminent domain for all purposes of this 
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Sec. 18. In order to enable and em- 
power the Secretary of War, the Secre- 
tary of the Interior, or the board to 
carry out the authority hereby con- 
ferred, in the most economical and 
efficient manner, he or it is hereby 
authorized and empowered in the exer- 
cise of the powers of national defense 
in aid of navigation, and in the control 
of the flood waters of the Tennessee 
and Mississippi Rivers, constituting 
channels of interstate commerce, to 
exercise the right of eminent domain 
for all purposes of this act, and to 
condemn all lands, easements, rights 
of way, and other area necessary in 
order to obtain a site for said Cove 
Creek Dam, and the flowage rights for 
the reservoir of water above said dam, 
and to negotiate and conclude con- 
tracts with States, counties, munici- 
palities, and all State agencies and 
with railroads, railroad corporations, 
common carriers, and all public utility 
commissions and any other person, 
firm, or corporation, for the relocation 
of railroad tracks, highways, highway 
bridges, mills, ferries, electric-light 
plants, and any and all other proper- 
ties, enterprises, and projects whose 
removal may be necessary in order to 
carry out the provisions of this Act. 
When said Cove Creek Dam, transmis- 
sion line, and power house shall have 
been completed, the possession, use, 
and control thereof shall be intrusted 
to the Corporation for use and opera- 
tion in connection with the general 
Tennessee Valley project, and to pro- 
mote flood control and navigation in 
the Tennessee River. 


Sec. 19. The Corporation, as an in- 
strumentality and agency of the Gov- 
ernment of the United States for the 
purpose of executing its constitutional 
powers, shall have access to the Patent 
Office of the United States for the pur- 
pose of studying, ascertaining, and 
copying all methods, formulas, and 
scientific information (not including 
access to pending applications for pat- 
ents) necessary to enable the Corpora- 
tion to use and employ the most effica- 
cious and economical process for the 


1933 


HOUSE BILL 


Sec. 20 (a) All general penal stat- 
utes relating to the larceny, embezzle- 
ment, conversion, or to the improper 
handling, retention, use, or disposal of 
public moneys or property of the 
United States shall apply to the mon- 
eys and property of the Authority and 
to moneys and properties of the United 
States intrusted to the Authority. 

(b) Any person who, with intent to 
defraud the Authority, or to deceive 
any director, officer, or employee of the 
Authority or any officer or employee 
of the United States, makes any false 
entry in any book of the Authority, or 
makes any false report or statement for 
the Authority shall, upon conviction 
thereof, be fined not more than $10,000 
or imprisoned not more than 5 years, 
or both. 

(c) Any person who shall receive any 
compensation, rebate, or reward, or 
shall enter into any conspiracy, collu- 
sion, or agreement, express or implied, 
with intent to defraud the Authority 
or wrongfully and unlawfully to defeat 
its purposes, shall, on conviction there- 
of, be fined not more than $5,000 or 
imprisoned not more than 5 years, 
or both. 


Sec. 21. In order that the board may 
not be delayed in carrying out the pro- 
gram authorized herein the sum of 
$10,000,000 is hereby authorized to be 
appropriated for that purpose from the 
Treasury of the United States, of which 
not to exceed $4,000,000 shall be made 
available with which to begin construc- 
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act and to condemn all lands, ease- 
ments, rights of way, and other area 
necessary in order to obtain a site for 
said Cove Creek Dam, and the flowage 
rights for the reservoir of water above 
said dam and to negotiate and conclude 
contracts with States, counties, mu- 
nicipalities, and all State agencies and 
with railroads, railroad corporations, 
common carriers, and all public-utility 
commissions and any other person, 
firm, or corporation, for the relocation 
of railroad tracks, highways, highway 
bridges, mills, ferries, electric-light 
plants, and any and all other proper- 
ties, enterprises, and projects whose re- 
moval may be necessary in order to 
carry out the provisions of this act. 
When said Cove Creek Dam, transmis- 
sion line, and power house shall have 
been completed, the possession, use, 
and control thereof shall be intrusted 
to the Corporation for use and opera- 
tion in connection with the general 
Muscle Shoals project and to promote 
flood control and navigation in the 
Tennessee River. 

Sec. 20. The Corporation, as an in- 
strumentality and agency of the Goy- 
ernment of the United States for the 
purpose of executing its constitutional 
powers, shall have access to the Patent 
Office of the United States for the pur- 
pose of studying, ascertaining, and 
copying all methods, formulas, and sci- 
entific information (not including ac- 
cess to pending applications for 
patents) necessary to enable the Cor- 
poration to use and employ the most 
efficacious and economical process for 
the production of fixed nitrogen, or any 
essential ingredient of fertilizer, or any 
method of improving and cheapening 
the production of hydroelectric power, 
and any patentee whose patent rights 
may have been thus in any way copied; 
used, or employed by the exercise of 
this authority by the Corporation shall 
have as the exclusive remedy of a cause 
of action to be instituted and prose- 
cuted on the equity side of the appro- 
priate district court of the United 
States for the recovery of reasonable 
compensation for such infringement. 
The Commissioner of Patents shall fur- 
nish to the Corporation, at its request 
and without payment of fees, copies of 
documents on file in his office: Pro- 
vided, That the benefits of this section 
shall not apply to any art, machine, 
manufacture, or composition of matter 
discovered or invented by such em- 
ployee during the time of his employ- 
ment or service with the Corporation 
or with the Government of the United 
States. 

Sec. 21. The Government of the 
United States hereby reserves the right, 
in case of war or national emergency 
declared by Congress, to take posses- 
sion of all or any part of the property 
described or referred to in this act for 
the purpose of manufacturing explo- 
sives or for other war purposes; but, if 
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production of fixed nitrogen, or any 
essential ingredient of fertilizer, or any 
method of improving and cheapening 
the production of hydroelectric power, 
and any owner of a patent whose pat- 
ent rights may have been thus in any 
way copied, used, infringed, or em- 
ployed by the exercise of this author- 
ity by the Corporation shall have as 
the exclusive remedy a cause of action 
against the Corporation to be insti- 
tuted and prosecuted on the equity 
side of the appropriate district court 
of the United States for the recovery 
of reasonable compensation for such 
infringement. The Commissioner of 
Patents shall furnish to the Corpora- 
tion, at its request and without pay- 
ment of fees, copies of documents on 
file in his office: Provided, That the 
benefits of this section shall not apply 
to any art, machine, method of manu- 
facture, or composition of matter, dis- 
covered or invented by such employee 
during the time of his employment or 
service with the Corporation or with 
the Government of the United States. 

Sec. 20. The Government of the 
United States hereby reserves the 
right, in case of war or national emer- 
gency declared by Congress, to take 
possession of all or any part of the 
property described or referred to in this 
act for the purpose of manufacturing 
explosives or for other war purposes; 
but, if this right is exercised by the 
Government, it shall pay the reason- 
able and fair damages that may be 
suffered by any party whose contract 
for the purchase of electric power or 
fixed nitrogen or fertilizer ingredients 
is hereby violated, after the amount of 
the damages has been fixed by the 
United States Court of Claims in pro- 
ceedings instituted and conducted for 
that purpose under rules prescribed by 
the court. 


Sec. 21. (a) All general penal stat- 
utes relating to the larceny, embezzle- 
ment, conversion, or to the improper 
handling, retention, use, or disposal of 
public moneys or property of the 
United States, shall apply to the 
moneys and property of the Corpora- 
tion and to moneys and properties of 
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tion of Cove Creek Dam during the cal- 
endar year 1933, and begin the produc- 
tion of fertilizer and/or fertilizer in- 
gredients. 


Sec. 22. The President of the United 
States, for 1 year from the date of 
the enactment of this act, is hereby 
authorized and empowered to enter 
into negotiations and conclude agree- 
ments with any person, firm, or corpo- 
ration for the exchange of electric en- 
ergy generated and to be generated by 
the Authority at any plant intrusted 
to and under the control of the Au- 
thority, in consideration of the convey- 
ance by any such person, firm, or 
corporation of any property or prop- 
erty rights on which the Authority may 
construct a plant or plants for the 
production of electric energy, upon such 
terms, conditions, and limitations as 
to the President shall seem meet and 
proper. The President is further au- 
thorized for 1 year from the date of 
this act to lease or sell to any per- 
son, firm, or corporation such land not 
needed for national defense, fertilizer 
production, power production, or other 
governmental purposes upon such 
terms, conditions, and limitations as to 
the President shall seem meet and 
proper: Provided, however, That the 
President shall first have the land ap- 
praised: Provided further, That no 
lease shall be for a term to exceed 50 
years: Provided further, That any sale 
shall be on condition that said land 
shall be used for industrial purposes 
only. 

Sec. 23. The Authority may cause 
proceedings to be instituted for the 
acquisition by condemnation of any 
lands, easements, or rights of way 
which, in the opinion of the board are 
necessary in carrying out the fore- 
going projects. The proceedings shall 
be instituted in the United States dis- 
trict court for the district in which the 
land, easement, right of way, or other 
interest is located, and such court shall 
have full jurisdiction to divest the com- 
plete title to the property sought to be 
acquired out of all persons or claimants 
and vest the same in the United States 
in fee simple, and to enter a decree 
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this right is exercised by the Govern- 
ment, it shall pay the reasonable and 
fair damages that may be suffered by 
any party whose contract for the pur- 
chase of electric power or fixed nitrogen 
or fertilizer ingredients is hereby vio- 
lated, after the amount of the damages 
has been fixed by the United States 
Court of Claims in proceedings insti- 
tuted and conducted for that purpose 
under rules prescribed by the court. 


Sec. 22. (a) All general penal stat- 
utes relating to the larceny, embezzle- 
ment, conversion, or to the improper 
handling, retention, use, or disposal of 
public moneys or property of the 
United States, shall apply to the mon- 
eys and property of the Corpora- 
tion and to moneys and properties of 
the United States intrusted to the Cor- 
poration. 

(b) Any person who, with intent to 
defraud the Corporation, or to deceive 
any director, officer, or employee of the 
Corporation or any officer or employee 
of the United States (1) makes any 
false entry in any book of the Corpora- 
tion, or (2) makes any false report or 
statement for the Corporation, shall, 
upon conviction thereof, be fined not 
more than $10,000 or imprisoned not 
more than 5 years, or both. 

(c) Any person who shall receive any 
compensation, rebate, or reward, or 
shall enter into any conspiracy, collu- 
sion or agreement, express or implied, 
with intent to defraud the Corporation 
or wrongfully and unlawfully to defeat 
its purposes, shall, on conviction there- 
of, be fined not more than $5,000 or 
imprisoned not more than 5 years, or 
both, 


Sec. 23. To aid further the proper 
use, conservation, and development of 
the natural resources of the Tennessee 
River drainage basin and of such ad- 
joining territory as may be related to 
or materially affected by the develop- 
ment consequent to this act, and to 
provide for the general welfare of the 
citizens of said areas, the President is 
hereby authorized by such means or 
methods as he may deem proper within 
the limits of appropriations made 
therefor by Congress, to make such 
surveys of and general plans for said 
Tennessee basin and adjoining terri- 
tory as may be useful to the Congress 
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the United States intrusted to the Cor- 
poration. 

(b) Any person who, with intent to 
defraud the Corporation, or to deceive 
any director, officer, or employee of the 
Corporation or any officer or employee 
of the United States (1) makes any 
false entry in any book of the Cor- 
poration, or (2) makes any false report 
or statement for the Corporation, shall, 
upon conviction thereof, be fined not 
more than $10,000 or imprisoned not 
more than 5 years, or both. 

(c) Any person who shall receive any 
compensation, rebate, or reward, or 
shall enter into any conspiracy, collu- 
sion, or agreement, express or implied, 
with intent to defraud the Corpora- 
tion or wrongfully and unlawfully to 
defeat its purposes, shall, on conviction 
thereof, be fined not more than $5,000 
or imprisoned not more than 5 years, 
or both. 

Sec. 22. To aid further the proper 
use, conservation, and development of 
the natural resources of the Tennessee 
River drainage basin and of such ad- 
joining territory as may be related to 
or materially affected by the develop- 
ment consequent to this act, and to 
provide for the general weliare of the 
citizens of said areas, the President is 
hereby authorized, by such means or 
methods as he may deem proper within 
the limits of appropriations made 
therefor by Congress, to make such sur- 
veys of and general plans for said Ten- 
nessee basin and adjoining territory 
as may be useful to the Congress and to 
the several States in guiding and con- 
trolling the extent, sequence, and na- 
ture of development that may be equi- 
tably and economically advanced 
through the expenditure of public 
funds, or through the guidance or con- 
trol of public authority, all for the gen- 
eral purpose of fostering an orderly 
and proper physical, economic, and 
social development of said areas; and 
the President is further authorized in 
making said surveys and plans to co- 
operate with the States affected there- 
by, or subdivisions or agencies of such 
States, or with cooperative or other 
organizations, and to make such studies, 
experiments, or demonstrations as may 
be necessary and suitable to that end. 


Sec. 23. The President shall, from 
time to time, as the work provided for 
in the preceding section progresses, 
recommend to Congress such legisla- 
tion as he deems proper to carry out 
the general purposes stated in said sec- 
tion, and for the especial purpose of 
bringing about in said Tennessee drain- 
age basin and adjoining territory in 
conformity with said general purposes 
(1) the maximum amount of flood con- 
trol; (2) the maximum development of 
said Tennessee River for navigation 
purposes; (3) the maximum generation 
of electric power consistent with flood 
control and navigation; (4) the proper 
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quieting the title thereto in the United 
States of America. 

Upon the filing of a petition for con- 
demnation and for the purpose of 
ascertaining the value of the property 
to be acquired, and assessing the com- 
pensation to be paid, the court shall 
appoint three commissioners, who shall 
be disinterested persons and who shall 
take and subscribe to an oath that they 
do not own any lands, or interest or 
easement in any lands, which it may be 
desirable for the United States to ac- 
quire in the furtherance of said proj- 
ects, and such commissioners shall 
not be selected from the locality where- 
in the land sought to be condemned 
lies. Such commissioners shall receive 
a per diem of not less than $15 per day 
for their services, together with an ad- 
ditional amount of $5 per day for 
subsistence for time actually spent in 
performing their duties as commis- 
sioners. 

It shall be the duty of such commis- 
sioners to examine into the value of 
the lands sought to be condemned, to 
conduct hearings and receive evidence, 
and generally to take such appropriate 
steps as may be proper for the deter- 
mination of the value of the said lands 
sought to be condemned, and for such 
purpose the commissioners are author- 
ized to administer oaths and subpena 
witnesses, which said witnesses shall 
receive the same fees as are provided 
for witnesses in the Federal courts. 
The said commissioners shall thereupon 
file a report setting forth their conclu- 
sions as to the value of the said prop- 
erty sought to be condemned, making 
a separate award and valuation in the 
premises with respect to each separate 
parcel involved. Upon the filing of 
such award in court the clerk of said 
court shall give notice of the filing of 
such award to the parties to said pro- 
ceeding, in manner and form as di- 
rected by the judge of said court. 
Within 30 days after giving notice of 
such award by the clerk of said court 
as hereinabove provided, any party to 
such proceeding deeming himself ag- 
grieved may file in writing with the 
clerk of said district court a demand 
for a jury trial upon the question of 
the reasonableness of the award so 
made, and upon such filing of a de- 
mand, or any such demand or de- 
mands, the judge of said district court 
shall cause a jury to be empaneled pur- 
suant to the usual practices of such 
district court and, thereupon, the 
causes of all parties so demanding jury 
trials shall be heard de novo by the 
court and jury, and awards made ac- 
cording to the usual practices of such 
district courts. 


Nothing in this act contained shall 
be construed to entitle each property 
owner to have a separate jury em- 
paneled to determine the award to be 
made for any piece or parcel of prop- 
erty owned by him, but the trial judge 
shall determine and order the manner 
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and to the several States in guiding 
and controlling the extent, sequence, 
and nature of development that may be 
equitably and economically advanced 
through the expenditure of public 
funds or through the guidance or con- 
trol of public authority, all for the 
general purpose of fostering an orderly 
and proper physical, economic, and 
social development of said areas; and 
the President is further authorized in 
making said surveys and plans to co- 
operate with the States affected there- 
by, or subdivisions or agencies of such 
States, or with cooperative or other 
organizations, and to make such studies, 
experiments, or demonstrations as may 
be necessary and suitable to that end. 
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use of marginal lands; (5) the proper 
method of reforestation of all lands in 
said drainage basin suitable for refor- 
estation; and (6) the economic and 
social well-being of the people living in 
said river basin. : 
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of the trial of said causes respecting 
the rights of the several owners, either 
by having the same jury determine the 
rights of all litigants who shall demand 
jury trials, or by grouping several 
tracts or parcels of land into separate 
jury groups, in which event in his dis- 
cretion the trial judge or the trial 
judges, who may be presiding at such 
trial or trials, shall permit all litigants 
or counsel for litigants affected or to be 
affected by the determination of such 
jury to examine the jurors upon voir 
dire and to participate in the argu- 
ments to be presented to the jury at 
the conclusion of the evidence. 

Where property to be affected by this 
act is situated in more than one judi- 
cial district of the United States, its 
value shall be determined by a jury to 
be selected of and from the judicial 
district where any part of such prop- 
erty is situated. 

In the event of any property owned 
in whole or in part by minors, or insane 
persons, or incompetent persons, or 
estates of deceased persons, then the 
legal representatives of such minors, 
insane persons, incompetent persons, or 
estates shall have power by and with 
the consent and approval of the trial 
judge in whose court said matter is 
for determination, to consent to or re- 
ject the awards of the commissioners 
herein provided for, and in the event 
there be no legal representatives or the 
legal representatives for such minors, 
insane persons, or incompetent persons 
shall fail or decline to act, then such 
trial judge may, upon motion, appoint 
a guardian ad litem to act for such 
minors, insane persons, or incompetent 
persons, and such guardian ad litem 
shall act to the full extent and to the 
same purpose and effect as his ward 
could act, if competent, and such 
guardian ad litem shall be deemed to 
have full power and authority to re- 
spond, to conduct or maintain any pro- 
ceeding herein provided for affecting 
his said ward. 

Upon acceptance of an award by the 
owner of any property herein provided 
to be appropriated and the payment of 
the money awarded, or upon the award 
of the jury and judgment of the dis- 
trict court and the payment of the 
money by the United States pursuant 
thereto, and the payment of the money 
awarded into the registry of the court 
by the Authority herein provided for, 
the title to said property and the right 
to the possession thereof shall pass to 
the United States and the United 
States shall be entitled to a writ in the 
same proceeding to dispossess the 
former owner of said property and all 
lessees, agents, and attorneys of such 
former owner, and to put the United 
States, by its corporate creature and 
agent, the Authority, into possession of 
said property. 

Appeals from the final judgment of 
the district courts of the United States 
shall be prosecuted in like manner as 
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appeals in other cases, but mo super- 
sedeas shall be allowed, but the amount 
so paid into the registry of the court 
shall remain in the registry of said 
court and shall from time to time, 
under order of the district judge be 
increased or diminished and disbursed 
in accordance with the final disposi- 
tion of said cause. 

Sec. 24. The board, acting for the 
Authority, is hereby authorized and 
empowered to issue on the credit of 
the United States and to sell bonds not 
exceeding $50,000,000 in amount, hav- 
ing a maturity not more than 60 
years from the date of issue thereof, 
and bearing interest not exceeding 3 
per centum per annum, and when said 
bonds are so issued, they shall con- 
stitute a first lien upon all net income 
from property of the United States 
hereby intrusted, and hereafter to be 
intrusted, to the possession and con- 
trol of the Authority, after payment 
of operating costs, maintenance, de- 
preciation and reasonable capital 
charges. Said bonds shall be issued 
and sold in amounts and prices ap- 
proved by the Secretary of the Treas- 
ury, but all such bonds as may be so 
issued and sold shall have equal rank 
as to lien upon the net income from 
said property. None of said bonds 
shall be sold below par, and no fee, 
commission, or compensation whatever 
shall be paid to any person, firm, or 
corporation for handling, negotiating 
the sale, or selling the said bonds. All 
of such bonds so issued and sold shall 
have all the rights and privileges ac- 
corded by law to Panama Canal bonds, 
authorized by section 8 of the Act of 
June 28, 1902, chapter 1302, as amended 
by the Act of December 21, 1905 (ch. 
3, sec. 1, 34 Stat. 5), as now compiled 
in section 743 of title 31 of the United 
States Code. All funds derived from 
the sale of such bonds shall be paid 
over to the Authority. 


Sec. 25. That the President of the 
United States is hereby authorized and 
empowered to investigate and to de- 
clare, as a result of his investigation, 
what proportion and part of the cost 
of any power plant hereafter to be ac- 
quired or conducted, and intrusted 
to the Authority, is properly and fairly 
chargeable to the several and respec- 
tive factors of flood control, naviga- 
tion, and power, and such declaration 
by the President shall be the final and 
Official determination thereof. Such 
determination and declaration shall 
thereafter be binding upon the Gov- 
ernment, and upon any of the holders 
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Sec. 24. The President shall, from 
time to time, as the work provided for 
in section 23 progresses, recommend to 
Congress such legislation as he deems 
proper to carry out the general pur- 
poses stated in said section and for the 
especial purpose of bringing about in 
said drainage basin in con- 
formity with said general purposes (1) 
the maximum amount of flood control; 
(2) the maximum development of said 
Tennessee River for navigation pur- 
poses; (3) the maximum generation of 
electric power consistent with flood 
control and navigation; (4) the proper 
use of marginal lands; (5) the proper 
method of reforestation of all lands in 
said drainage basin suitable for refor- 
estation; and (6) the most practical 
method of improving agricultural con- 
ditions in the valleys of said drainage 
basin. 


Sec. 25. For the purpose of securing 
any rights of flowage, or obtaining title 
to or possession of any property, real or 
personal, that may be necessary or may 
become necessary, in the carrying out 
of any of the provisions of this act, the 
President of the United States is hereby 
authorized to enter into contracts with 
the owner or owners of such rights or 
such property, and to provide for the 
payment of same by delivery of hydro- 
electric, steam, or other power gener- 
ated at any of the plants now owned 
or hereafter owned or constructed by 
the Government or by said Corpora- 
tion likewise, for 1 year after the en- 
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Sec. 24. For the purpose of securing 
any rights of flowage, or obtaining title 
to or possession of any property, real 
or personal, that may be necessary or 
may become necessary, in the carrying 
out of any of the provisions of this 
act, the President of the United States 
for a period of 3 years from the date 
of the enactment of this act, is hereby 
authorized to acquire title in the name 
of the United States to such rights or 
such property, and to provide for the 
payment for same by directing the 
board to contract to deliver power 
generated at any of the plants now 
owned or hereafter owned or construct- 
ed by the Government or by said Cor- 
poration, such future delivery of power 
to continue for a period not exceeding 
30 years. Likewise, for 1 year after 
the enactment of this act, the Presi- 
dent is further authorized to sell or 
lease any parcel or part of any vacant 
real estate now owned by the Govern- 
ment in said Tennessee River Basin, 
to persons, firms, or corporations who 
shall contract to erect thereon fac- 
tories or manufacturing establishments, 
and who shall contract to purchase of 
said Corporation electric power for the 
operation of any such factory or manu- 
facturing establishment. No contract 
shall be made by the President for the 
sale of any of such real estate as may 
be necessary for present or future use 
on the part of the Government for any 
of the purposes of this act. Any such 
contract made by the President of the 
United States shall be carried out by 
the board: Provided, That no such con- 
tract shall be made that will in any 
way abridge or take away the prefer- 
ence right to purchase power given in 
this act to States, counties, municipali- 
ties, or farm organizations: Provided 
further, That no lease shall be for a 
term to exceed 50 years:Provided fur- 
ther, That any sale shall be on con- 
dition that said land shall be used for 
industrial purposes only. 

Sec. 25. The Corporation may cause 
proceedings to be instituted for the 
acquisition by condemnation of any 
lands, easements, or rights of way 
which, in the opinion of the Corpora- 
tion, are necessary to carry out the 
provisions of this act. The proceed- 
ings shall be instituted in the United 
States district court for the district in 
which the land, easement, right of way, 
or other interest, or any part thereof, 
is located, and such court shall have 
full jurisdiction to divest the complete 
title to the property sought to be ac- 
quired out of all persons or claimants 
and vest the same in the United States 
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of the bonds herein authorized to be 
issued and sold, in the event of any 
litigation concerning any bonds de- 
faulted as to principal or interest, or 
both, and such declaration and deter- 
mination shall be the basis of appor- 
tionment of contribution from the 
general funds of the Government and 
from the power funds of the Authority 
in the appraisal of existing plants and 
in the financing of construction for 
other plants: Provided, That as to 
Dam No. 2 the amount of the cost 
chargeable to power is hereby fixed at 
$30,000,000, and the remainder of the 
total cost to the date of this act shall 
be charged to national defense, flood 
control, and navigation: Provided fur- 
ther, That the Authority shall pay 
annually into the Federal Treasury 2 
per centum on the $30,000,000 charge- 
able to power: Provided further, That 
the Authority shall create a sinking 
fund which, paid in annually with 
compound interest, will amortize and 
return to the Federal Treasury the en- 
tire cost of the said dam to the date of 
this act over a period of 60 years. 
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actment of this act, the President is 
authorized to sell parcels or parts of 
any vacant real estate now owned by 
the Government, or hereafter acquired, 
in said Tennessee River Basin, to per- 
sons or corporations desiring to pur- 
chase the same for the purpose of 
erecting thereon factories or manufac- 
turing establishments, and who desire 
to purchase of said Corporation elec- 
tric power for the operation of any 
such factory or manufacturing estab- 
lishment. No contract shall be made 
by the President for the sale of any of 
such real estate, if the same is valu- 
able, or may become necessary or valu- 
able, for use on the part of the 
Government for any of the purposes 
of this act. Any such contract made 
by the President of the United States, 
or under his direction, and approved 
by him, shall be carried out by the 
board: Provided, That no such con- 
tract shall be made that will in any 
way abridge or take away the prefer- 
ence right given in this act to States, 
counties, municipalities, or farm or- 
ganizations, 
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in fee simple, and to enter a decree 
quieting the title thereto in the United 
States of America. 

Upon the filing of a petition for 
condemnation and for the purpose of 
ascertaining the value of the property 
to be acquired, and assessing the com- 
pensation to be paid, the court shall 
appoint three commissioners who shall 
be disinterested persons and who shall 
take and subscribe an oath that they do 
not own any lands, or interest or ease- 
ment in any lands, which it may be de- 
sirable for the United States to acquire 
in the furtherance of said project, and 
such commissioners shall not be se- 
lected from the locality wherein the 
land sought to be condemned lies. 
Such commissioners shall receive a per 
diem of not to exceed $15 for their 
services, together with an additional 
amount of $5 per day for subsistence 
for time actually spent in performing 
their duties as commissioners. 

It shall be the duty of such com- 
missioners to examine into the value 
of the lands sought to be condemned, 
to conduct hearings and receive evi- 
dence, and generally to take such ap- 
propriate steps as may be proper for 
the determination of the value of the 
said lands sought to be condemned, and 
for such purpose the commissioners 
are authorized to administer oaths and 
subpena witnesses, which said wit- 
nesses shall receive the same fees as 
are provided for witnesses in the Fed- 
eral courts. The said commissioners 
shall thereupon file a report setting 
forth their conclusions as to the value 
of the said property sought to be con- 
demned, making a separate award and 
valuation in the premises with respect 
to each separate parcel involved. Upon 
the filing of such award in court the 
clerk of said court shall give notice of 
the filing of such award to the parties 
to said proceeding, in manner and 
form as directed by the judge of said 
court. 

Either or both parties may file excep- 
tions to the award of said commis- 
sioners within 20 days from the date 
of the filing of said award in court. 
Exceptions filed to such award shall 
be heard before three Federal dis- 
trict judges unless the parties, in writ- 
ing, in person, or by their attorneys, 
stipulate that the exceptions may be 
heard before a lesser number of judges. 
On such hearings such judges shall 
Pass de novo upon the proceedings had 
before the commissioners, may view the 
property, and may take additional evi- 
dence. Upon such hearings the said 
judges shall file their own award, fixing 
therein the value of the property 
sought to be condemned, regardless of 
the award previously made by the said 
commissioners. 

At any time within 30 days from 
the filing of the decision of the district 
judges upon the hearing on exceptions 
to the award made by the commis- 
sioners, either party may appeal from 
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Sec. 26. Insofar as applicable the 
benefits of the act entitled “An Act to 
provide compensation for employees of 
the United States suffering injuries 
while in the performance of their 
duties, and for other purposes”, ap- 
proved September 7, 1916, as amended, 
shall extend to persons given employ- 
ment under the provisions of this Act. 
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Sec. 26. The Corporation may cause 
proceedings to be instituted for the ac- 
quisition by condemnation of any 
lands, easements, or rights of way 
which, in the opinion of the Corpora- 
tion, are necessary to carry out the 
provisions of this act. The proceed- 
ings shall be instituted in the United 
States district court for the district in 
which the land, easement, right of way, 
or other interest is located, and such 
court shall have full jurisdiction to di- 
vest the complete title to the property 
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such decision of the said judges to the 
circuit court of appeals, and the said 
circuit court of appeals shall upon the 
hearing on said appeal dispose of the 
same upon the record, without regard 
to the awards or findings theretofore 
made by the commissioners or the dis- 
trict judges, and such circuit court of 
appeals shall thereupon fix the value of 
the said property sought to be con- 
demned. 

Upon acceptance of an award by the 
owners of any property herein provided 
to be appropriated, and the payment 
of the money awarded or upon the fail- 
ure of either party to file exceptions 
to the award of the commissioners 
within the time specified, or upon the 
award of the commissioners, and the 
payment of the money by the United 
States pursuant thereto, or the pay- 
ment of the money awarded into the 
registry of the court by the Corpora- 
tion, the title to said property and the 
right to the possession thereof shall 
pass to the United States, and the 
United States shall be entitled to a 
writ in the same proceeding to dispos- 
sess the former owner of said property, 
and all lessees, agents, and attorneys 
of such former owner, and to put the 
United States, by its corporate creature 
and agent, the Corporation, into pos- 
session of said property. 

In the event of any property owned 
in whole or in part by minors, or in- 
sane persons, or incompetent persons, 
or estates of deceased persons, then the 
legal representatives of such minors, 
insane persons, incompetent persons, or 
estates shall have power, by and with 
the consent and approval of the trial 
judge in whose court said matter is for 
determination, to consent to or reject 
the awards of the commissioners herein 
provided for, and in the event that 
there be no legal representatives, or 
that the legal representatives for such 
minors, insane persons, or incompetent 
persons shall fail or decline to act, then 
such trial judge may, upon motion, ap- 
point a guardian ad litem to act for 
such minors, insane persons, or incom- 
petent persons, and such guardian ad 
litem shall act to the full extent and 
to the same purpose and effect as his 
ward could act, if competent, and such 
guardian ad litem shall be deemed to 
have full power and authority to re- 
spond, to conduct, or to maintain any 
proceeding herein provided for affect- 
ing his said ward. 

Sec. 26. The net proceeds derived by 
the board from the sale of power and 
any of the products manufactured by 
the Corporation, after deducting the 
cost of operation, maintenance, depre- 
ciation, amortization, and an amount 
deemed by the board as necessary to 
withhold as operating capital, or de- 
voted by the board to new construction, 
shall be paid into the Treasury of the 
United States at the end of each 
calendar year. 
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sought to be acquired out of all per- 
sons or claimants and vest the same in 
the United States in fee simple, and to 
enter a decree quieting the title thereto 
in the United States of America. 

Upon the filing of a petition for con- 
demnation and for the purpose of as- 
certaining the value of the property to 
be acquired, and assessing the com- 
pensation to be paid, the court shall 
appoint three commissioners who shall 
be disinterested persons and who shall 
take and subscribe an oath that they 
do not own any lands, or interest or 
easement in any lands, which it may be 
desirable for the United States to ac- 
quire in the furtherance of said proj- 
ect, and such commissioners shall not 
be selected from the locality wherein 
the land sought to be condemned lies. 
Such commissioners shall receive a per 
diem of not to exceed $15 per day for 
their services, together with an addi- 
tional amount of $5 per day for sub- 
sistence for time actually spent in per- 
forming their duties as commissioners. 

It shall be the duty of such commis- 
sioners to examine into the value of 
the lands sought to be condemned, to 
conduct hearings and receive evidence, 
and generally to take such appropriate 
steps as may be proper for the deter- 
mination of the value of the said lands 
sought to be condemned, and for such 
purpose the commissioners are author- 
ized to administer oaths and subpena 
witnesses, which said witnesses shall 
receive the same fees as are provided 
for witnesses in the Federal courts. 
The said commissioners shall there- 
upon file a report setting forth their 
conclusions as to the value of the said 
property sought to be condemned, 
making a separate award and valua- 
tion in the premises with respect to 
each separate parcel involved. Upon 
the filing of such award in court the 
clerk of said court shall give notice of 
the filing of such award to the parties 
to said proceeding, in manner and 
form as directed by the judge of said 
court. 

Either or both parties may file ex- 
ceptions to the award of said commis- 
sioners within 20 days from the date 
of the filing of said award in court. 
Exceptions filed to such award shall 
be heard before three Federal district 
judges unless the parties, in writing, 
in person, or by their attorneys, stipu- 
late that the exceptions may be heard 
before a lesser number of judges. On 
such hearing such judges shall pass 
de novo upon the proceedings had be- 
fore the commissioners, may view the 
property, and may take additional evi- 
dence. Upon such hearings the said 
judges shall file their own award, fix- 
ing therein the value of the property 
sought to be condemned, regardless of 
the award previously made by the said 
| commissioners. 
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Sec. 27. To aid further the proper 
use, conservation, and development of 
the natural resources of the Tennessee 
River Drainage Basin and of such ad- 
joining territory as may be related to 
or materially affected by the develop- 
ments consequent to this act, and to 
provide for the general welfare of the 
citizens of said areas, the President is 
hereby authorized by such means or 
methods as he may deem proper within 
the limits of appropriations made 
therefor by Congress, to make such 
surveys of and general plans for said 
Tennessee Basin and adjoining terri- 
tory as may be useful to the Congress 
and to the several States in guiding 
and controlling the extent, sequence, 
and nature of development that may be 
equitably and economically advanced 
through the expenditure of public 
funds or through the guidance or con- 
trol of public authority, all for the gen- 
eral purpose of fostering an orderly 
and proper physical, economic, and so- 
cial development of said areas; and the 
President is further authorized in mak- 
ing said surveys and plans to coop- 
erate with the States affected thereby. 

Sec. 28. The President shall, from 
time to time, as the work provided for 
in this act progresses, recommend to 
Congress such legislation as he deems 
proper to carry out the general pur- 
poses stated in said section and for the 
especial purpose of bringing about in 
said Tennessee Drainage Basin and ad- 
joining territory in conformity with 
said general purposes (1) the maxi- 
mum amount of flood control; (2) the 
maximum development of said Tennes- 
see River, and its tributaries, for navi- 
gation purposes; (3) the maximum 
generation of electric power consistent 
with flood control and navigation; (4) 
the proper use of marginal lands; (5) 
the proper method of reforestation of 
all lands in said drainage basin suit- 
able for reforestation; (6) the most 
practical method of improving agri- 
cultural conditions in the valleys of 
said drainage basin; and (7) the eco- 
nomic and social well-being of the 
people living in said river basin and all 
adjacent territory. 

Sec. 29. That all appropriations nec- 
essary to carry out the provisions of 
this act are hereby authorized. 
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At any time within thirty days from 
the filing of the decision of the dis- 
trict judges upon the hearing on ex- 
ceptions to the award made by the 
commissioners, either party may ap- 
peal from such decision of the said 
judges to the circuit court of appeals, 
and the said circuit court of appeals 
shall upon the hearing on said appeal 
dispose of the same upon the record, 
without regard to the awards or find- 
ings theretofore made by the commis- 
sioners or the district judges, and such 
circuit court of appeals shall thereupon 
fix the value of the said property 
sought to be condemned. 

Sec. 27. All appropriations necessary 
to carry out the provisions of this act 
are hereby authorized. 


Sec. 28. All acts or parts of acts in 
conflict herewith are hereby repealed. 


Sec. 29. The right to alter, amend, 


or repeal this act is hereby expressly 
declared and reserved. 
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Sec. 27. All appropriations necessary 
to carry out the provisions of this act 
are hereby authorized. 


Sec. 28. That all acts or parts of 
acts in conflict herewith are hereby 
repealed, so far as they affect the op- 
erations contemplated by this act. 


Sec. 29. The right to alter, amend, 
or repeal this act is hereby expressly 
declared and reserved, but no such 
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Sec. 30. That all acts or parts of 
acts in conflict herewith are hereby re- 
pealed, so far as they affect the opera- 
tions contemplated by this act. 


Sec. 31. The right to alter, amend, or 
repeal this act is hereby expressly de- 
clared and reserved, but no such amend- 
ment or repeal shall operate to impair 
the obligation of any contract made by 
said Authority under any power con- 
ferred by this act. 

Sec. 32. The sections of this act are 
hereby declared to be separable, and in 
the event any one or more sections of 
this act be held to be unconstitutional, 
the same shall not affect the validity 
of other sections of this act. 


Mr. McSWAIN. Mr. Speaker, I yield 3 minutes to the 
gentleman from Alabama [Mr. Atmon]. [Applause.] 

Mr. ALMON. Mr. Speaker, I am in favor of and will 
vote for the adoption of this conference report. [Applause.] 

I regret that the provision of the House bill for the opera- 
tion of nitrate plant no. 2 for the manufacture of fertilizer 
was not made a part of this bill by the conferees. The 
House bill required the board to operate this plant for the 
manufacture of fertilizer. The conferees’ report authorizes 
the President to lease the plant within 1 year; if he fails 
in this, the board of directors are authorized but not re- 
quired to operate plant no. 2. I sincerely hope that the 
board of directors appointed by the President will by that 
time conclude to put the plant into operation for the pur- 
pose of furnishing to the farmers a cheap and better grade 
of fertilizer. It is also unfortunate that the plant is not to 
be put in operation at once to relieve unemployment. 

Plant no. 2 is one of the best plants for the fixation of 
atmospheric nitrogen in the world, and I am informed is 
the only one of the kind that is idle. The cyanamide process 
used in this plant is in my opinion the best process for that 
locality, where there is an abundance of cheap power. I 
sincerely hope the board will place this plant in operation 
for the purpose for which it was constructed, and in that 
way maintain it in an up-to-date running condition for the 
manufacture of explosives in the event of war. 

I am pleased with that provision of the bill providing 
for the immediate construction of Cove Creek Storage Dam 
and that it authorizes the construction of all the other dams 
on the Tennessee River and its tributaries. I urged that 
provision be made in this bill for the immediate construc- 
tion of Dam No. 3, and while this report does not spe- 
cifically require the construction of this dam I hope and 
believe that it will be done by the board. This is not only 
important for the purpose of improving navigation, pre- 
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amendment or repeal shall operate to 
impair the obligation of any contract 
made by said Corporation under any 
power conferred by this act. 

Sec. 30. The sections of this act are 
hereby declared to be separable, and in 
the event any one or more sections of 
this act be held to be unconstitutional, 
the same shall not affect the validity 
of other sections of this act. 

And the Senate agree to the same. 

Amend the title so as to read: “An 
Act to improve the navigability and to 
provide for the flood control of the 
Tennessee River; to provide for re- 
forestation and the proper use of 
marginal lands in the Tennessee Val- 
ley; to provide for the agricultural and 
industrial development of said valley; 
to provide for the national defense by 
the creation of a corporation for the 
operation of Government properties at 
and near Muscle Shoals in the State of 
Alabama, and for other purposes.” 

And the House agree to the same. 


venting floods, and development of water power, but it would 

do more to relieve unemployment now than later on. How- 

ever, there are many other good things in this bill, better 

3 has been provided in other Muscle Shoals bills here- 
ore. 

I am also pleased that Alabama and Tennessee will each 
receive 5 percent of the gross receipts and an additional 2% 
percent of the gross receipts to each of said States after 
the completion of Cove Creek Dam. 

I am happy that we have at last succeeded in enacting 
wise and far-reaching provisions for the rehabilitation of 
the Muscle Shoals plants and development of the entire 
Tennessee River Basin. 

On behalf of the people of the Muscle Shoals district, 
which I have the honor to represent, I desire to express 
my appreciation to President Franklin D. Roosevelt and all 
others who have aided in bringing about this great develop- 
ment in the Tennessee Valley. [Applause.] 

Mr. McSWAIN. Mr. Speaker, I yield 7 minutes to the 
gentleman from Connecticut [Mr. Goss]. 

Mr. GOSS. Mr. Speaker, I ask unanimous consent to 
extend my remarks in the Recorp and to include therein 
certain excerpts from the conference report, and public 
documents. 

The SPEAKER pro tempore (Mr. FULLER). 
jection? 

There was no objection. 

Mr. GOSS. Mr. Speaker, it is quite interesting to note 
that when this conference report came back from the Sen- 
ate the name of the minority member on the Committee of 
Conference, the distinguished gentleman from Michigan 


Is there ob- 


(Mr. James], was not attached to it. I think this is the first 
bill with reference to Muscle Shoals development that the 
gentleman from Michigan has not been for. 
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We hardly recognize the bill as the bill H.R. 5081 which 
left the House recently. It has come back to us almost 
entirely as the “ Norris bill”, so-called. 

I call attention to section 13 of this bill, page 54: 

Sec, 13. Five percent of the gross proceeds received by the 
board for the sale of power generated at Dam No. 2, or from 
the steam plant located in that vicinity, or from any other steam 
plant hereafter constructed in the State of Alabama, shall be 
paid to the State of Alabama; and 5 percent of the gross proceeds 
from the sale of power generated at Cove Creek Dam, hereinafter 
provided for, or any other dam or steam plant located in the 
State of Tennessee, shall be paid to the State of Tennessee. 

I call attention to the fact that regardless of what the 
gross revenues may be and regardless of any losses that may 
occur in the operation of these plants, nevertheless, 5 per- 
cent of the gross proceeds will be paid to those two States. 
It is possible to conceive that if perhaps a billion dollars 
may be invested there, as some think it will, many, many 
millions of dollars of gross revenue will be earned, and yet 
it is also equally easy to observe that we may have millions 
of dollars of losses. I said before, those two States will 
be paid out of the gross proceeds from the sale of power, 
regardless of what the situation is. 

Mr, RANKIN. Will the gentleman yield? 

Mr. GOSS. Yes; I yield. 

Mr. RANKIN. This is supposed to be in lieu of taxes. 

Mr. GOSS. It is in lieu of taxes, but I think that if a 
maximum of the amount of taxes paid now were placed in 
the bill, it would have been a much fairer basis than is in 
the bill. 

Mr. RANKIN. If those plants had been built and oper- 
ated by private enterprise, the States of Alabama and Ten- 
nessee could then levy taxes, whether the corporations made 
anything or not; is that not true? 

Mr. GOSS. Well, we could have given it to the States 
willingly. 

Mr. RANKIN. But the gentleman just stated that the 
States of Alabama and Tennessee would get this 5 percent 
whether the Authority lost money or not. 

Mr. GOSS. That is true. 

Mr. RANKIN. Now, this is in lieu of taxes 

Mr. GOSS. That is true; but the State of Alabama 
granted a 10-year relief in taxes to the Alabama Power Co. 

Mr. RANKIN. If this property had been purchased and 
the plants built by private enterprise, the States of Ala- 
bama and Tennessee could still have collected taxes, whether 
the corporations made money or not. 

Mr. GOSS. The gentleman knows it is pretty hard to 
have the cake and eat it too, and that is what we are doing 
in this bill. 

Mr. RANKIN. But the justification for this is that we 
are taking this property from the States of Alabama and 
Tennessee, and this is in lieu of what taxes they would 
otherwise get. 

Mr. GOSS. Would you take it back as a gift? 

Mr. ALLGOOD. Will the gentleman yield? 

Mr. GOSS. I yield. 

Mr. ALLGOOD. In addition to the properties where the 
dams are, there will be a great area, acres and acres of land, 
to be condemned and removed from taxation. 

Mr. GOSS. Oh, yes; but the gentleman knows that pro- 
vision was not in the House bill; and there are many gen- 
tlemen on the Democratic side, if they had an opportunity 
to amend it, who would not want to see that provision in 
this bill as a matter of fairness to all of the other 46 States. 

Mr. ALLGOOD. But the other body has to be taken into 
consideration. We cannot pass just the bill which the 
House wants. 

Mr. GOSS. Oh, the gentleman knows better than that. 

Mr. ALLGOOD. How does he know better? 

Mr. GOSS. What are you going to do with this report 
this morning? Are you going to vote up or vote down the 
conference report? If you vote it down, you can send it 
back to conference and have this provision removed, or move 
then an amendment to the Senate amendment and accom- 
plish the purpose. 
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Mr. ALLGOOD. We are going to vote upon the confer- 
ence report and dispose of it. 

Mr. GOSS. I am telling the gentleman how he can fix 
that, and he knows that himself. 

The language of section 12 of H.R. 5081, as approved in 
conference, creating the Tennessee Valley authority, which 
authorizes construction of transmission lines within trans- 
mission distance from Government-owned power plants, is 
as follows: 

In order to place the board upon a fair basis for making such 
contracts and for receiving bids for the sale of such power it is 
hereby expressly authorized * to construct, lease, pur- 
chase, or authorize the construction of transmission lines within 


transmission distance from the place where generated and to in- 
terconnect with other systems. 


The above language is incorporated in the act as finally 
passed in lieu of a provision as it passed the House, as 
follows: 

In event the board is unable to make satisfactory contracts with 
persons, firms, or corporations engaged in the distribution and 
resale of electricity as in this act provided, or for the use or pur- 
chase of such transmission lines, it is hereby expressly authorized, 
either from appropriations made by Congress or from funds se- 
cured from the sale of such power or from proceeds from the sale 
of bonds as herein authorized, with the approval of the President, 
to construct, lease, or authorize the construction of transmission 
lines within transmission distance not to exceed 400 miles from 
the place where the power is generated, if transmission lines are 
found economically justified and necessary to carry out the provi- 
sions of this act. 

The language agreed to in conference, being the same as 
it passed the Senate, admits of the construction that in 
order for the Federal corporation to be in position to make 
contracts for sale of power upon a fair basis and to receive 
bids for power, it is necessary as a condition precedent to 
negotiating contracts that the Government shall construct 
transmission lines for disposing of surplus power, and thus 
create a system to be interconnected with other systems, 
Whether that is the intention, the implication is that the 
Government will be unable to market surplus power upon a 
fair basis either to States, political subdivisions or to indi- 
viduals, partnerships, or corporations unless it first builds 
transmission lines to power markets. If such is the purpose 
of the language employed and the legislative intent, it is 
not sustained by the facts surrounding the history of at- 
tempts to enact Muscle Shoals legislation during recent years. 

Section 18 authorizes the Secretary of War or the Secre- 
tary of the Interior to construct or contract for the construc- 
tion of a power and storage dam some 300 miles upstream 
from Muscle Shoals on the Clinch River, a tributary of the 
Tennessee, at a site known as Cove Creek, and also to con- 
struct a transmission line connecting the Cove Creek power 
plant with the power plants at Muscle Shoals. The lan- 
guage of section 18 in connection with section 27 which 
authorizes all necessary appropriations for the purposes of 
the act, in effect makes mandatory the construction of a 
transmission line connecting the Cove Creek and Muscle 
Shoals power plants, estimated according to the evidence 
before the Military Affairs Committee and reports of Army 
engineers to cost $5,000,000. This mandatory duty upon an 
executive officer of the Government to construct an inter- 
connecting line appears to be independent of any discretion 
in the board of directors of the Government corporation in 
event funds are appropriated by some subsequent act of 
Congress or authority is included in some blanket power 
to proceed with a program of public-works construction. 

The language of the bill as it passed the House—H.R. 
5081, section 16—qualified the authority to construct a trans- 
mission line from Cove Creek to Muscle Shoals as follows: 

Provided, That such transmission line may be constructed only 
if the board is unable to make contracts satisfactory to the 
Authority with owners of privately owned lines for the transmis- 
sion of power or for the use or the purchase of transmission lines, 
and if, after investigation, the Authority shall find that such 


transmission line is economically justifiable and necessary to 
carry the purposes of this act. 


The report of the managers on the part of the House 
contains the following statement: 
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The 1 of the Senate amendment with reference to the 
construction of transmission lines was retained in the conference 
amendment. It will be remembered that the provision in the 
House bill requiring the board to negotiate for the use of private 
lines before constructing its own transmission lines laid down no 
specifications whatever as to just what these negotiations should 
be, and in no way required the board to conduct indefinite nego- 
tiations, but left the matter of the extent of the negotiations 
entirely to the discretion of the board. It must be remembered 
that the requirement in the beginning of section 13 of the House 
bill that the board first seek to make satisfactory contracts to 
purchase existing transmission lines or to make satisfactory ar- 
rangements with persons, firms, and co tions to resell and 
distribute surplus power was clearly intended solely in the inter- 
est of economy and lower rates to the public and could in no sense 
have restricted the power of the board to build new transmission 
lines. Further, “satisfactory” arrangements undoubtedly would 
have meant that the board itself would, as expressly required in 
said section, fix the prices at which such power should be sold to 
the ultimate consumer. Consequently, it was the p of the 
House bill to insure even cheaper power to the public. But the 
elimination in conference of the language in the House bill as to 
“ negotiations ” will not mean that the board will not probably, as 
good business men, seek to prevent duplication of lines and facili- 
ties by purchasing existing lines or by negotiating contracts to 
distribute and resell power at low stipulated rates to the public. 


With reference to the construction of a transmission line 
from Cove Creek to Wilson Dam—Muscle Shoals—the man- 
agers stated as follows: 

The provision for the construction of Cove Creek Dam and the 
transmission line connecting it with Wilson Dam was substantially 
the same in both the House bill and the Senate amendment, and 


the construction of these necessary projects will begin just as soon 
as funds are made available for that purpose at this session of 


Congress. 

Whether or not the purpose of the language accepted in 
conference and incorporated in the law is to make manda- 
tory the construction of transmission lines, including a line 
from Cove Creek to Wilson Dam, it appears to be the pur- 
pose of the author [Senator Norris, of Nebraska] of the 
Senate amendment to require the construction of transmis- 
sion lines without regard to their economic necessity and 
without regard to the ability of the corporation to dispose of 
its surplus power on a fair basis both with respect to the 
public interest involved and to the ability of the corpora- 
tion to dispose of the power on a reasonable basis for its 
market value. Such purpose of the legislation seems to be 
borne out by the statement of the Senator from Nebraska 
in the Senate during discussion of this legislation (ConcrEs- 
SIONAL RECORD, May 2, 1933), as follows: 

One of the first things, if this bill shall become a law, that they 
will be called upon to do, I think, will be to build a transmis- 
sion line from Muscle Shoals to Cove Creek Dam to include the 
two governmental generating plants, and in order to use the power 


which is now going to waste and from which nobody is getting 
anything, in connection with the construction of Cove Creek 
Dam. 


However, regardless of the legislative intent, as evidenced 
by the debates and the reports, and regardless of the plain 
import of the language employed in the legislation, the 
record of Muscle Shoals legislation since 1921 amply sus- 
tains the statement that private industry has all along 
shown a willingness to cooperate with the Government and 
has offered to purchase surplus power from the Muscle 
Shoals plants on a fair basis and, as to the transmission line 
to Cove Creek, to cooperate with the Government either in 
the sale at fair prices of power for construction purposes at 
Cove Creek or to transmit or interchange power between the 
two points over existing privately owned lines at reasonable 
prices. Thus there is no necessity for the Government to 
build transmission lines in order to dispose of surplus power 
at a fair market value. 

These various proposals have been submitted by indi- 
viduals and corporations reputed to be financially able to 
carry out their contracts—corporations of well-known busi- 
ness success and integrity. 

The first was an offer by Mr. Henry Ford, the automobile 
magnate, made to the Secretary of War on the 8th day of 
July 1921, and transmitted by the Secretary of War to the 
Congress, in which Mr. Ford agreed to take title to the 
nitrate plants, subject to use for national defense when 
needed, and to make total payments of $132,515,000 for lease 
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of the power plants for a period of 100 years—an average of 
$1,325,000 annually. On the basis of the allocated invest- 
ment of the Government in power-plant facilities at Muscle 
Shoals, this would have earned a reasonable return without 
obligation for additional expenditures from the Public Treas- 
ury. The proposal of Mr. Ford was resubmitted at each suc- 
ceeding session of Congress until in October 1924, when it 
was Withdrawn. 

On January 15, 1922, the Alabama Power Co. proposed to 
complete the construction of the Wilson Dam power plant 
at its own expense and to lease for 50 years as a licensee 
under the Federal Water Power Act, and to supply certain 
quantities of power free of cost for operation of the nitrate 
plants or, if not used in that manner, to pay a fair value for 
the same. 

A subsequent proposal, submitted January 15, 1924, jointly 
by the Tennessee Electric Power Co., the Alabama Power Co., 
and the Memphis Power & Light Co. offered a total of 
$87,600,000 for a 50-year lease, plus such future payments 
as might be assessed against the lessee under the provisions 
of the Federal Water Power Act for benefits from headwater 
improvements. 

On January 21, 1924, the Union Carbide Co. submitted an 
offer to lease and operate the nitrate and power plants for 
commercial chemical operations and to pay over a period of 
50 years the sum of $28,324,200. 

On March 9, 1926, the Air Nitrates Corporation submitted 
an offer to take over the entire Muscle Shoals project, to 
operate in a manner to serve national defense, to manufac- 
ture fertilizer and other chemicals, and to pay $75,509,000 
for a 50-year lease contract. This proposal, modified in 
certain details, was renewed to each Congress until 1928. 

In April 1926 a proposal was submitted on behalf of a 
group of power companies, known as Associated Southern 
Power Cos., to lease the entire Muscle Shoals project for a 
period of 50 years and to pay $88,300,000 as rental, plus 
certain stipulated amounts for headwater improvements esti- 
mated to increase the payments for the 50-year period to 
$136,300,000. 

In 1928 a group of southern power companies submitted 
a proposal to the Secretary of War, solicited by the Secre- 
tary of War, to purchase all the commercially usable power 
at Wilson Dam for a period of 5 years, subject to recall 
either in part or in whole for such purposes as the Govern- 
ment might require, in which it was proposed to guarantee 
a minimum payment of $9,740,000. That offer, if it had 
been accepted, would have continued through the calendar 
year 1933 unless sooner canceled by the Government. Ac- 
cording to a letter from the Chief of Engineers to Hon. 
Will R. Wood, Chairman of the House Committee on Ap- 
propriations, dated January 16, 1931— 

The guaranteed revenue which would have been derived had 
this contract been consummated would have been about $1,625,000 
more to the end of 1930 than the revenue received under the 
actual agreements, and during the years 1931, 1932, and 1933 
would be sufficient to pay for operating and maintenance ex- 
penses, depreciation, and approximately 4-percent interest on the 
investment in the hydroelectric property. However, this contract 
was not accepted, as its terms would have prevented the prompt 
disposition of the Muscle Shoals property, which it was then 
expected would be made by Congress at an early date. 

The following is from recent testimony before the Military 
Affairs Committee of the House with reference to the pro- 
posed 5-year contract in 1928: 

Mr. CHRISTIANSON. Mr. Barry, you could better afford, then, to 
pay a higher rate to the Government for this power if you had a 
contract that was not terminable in 30 days? 

Mr. Barry. Absolutely. 

Mr. CHRISTIANSON. Your opinion is that the Government would 
be better off if they should give you a contract terminable within 
~ 3 Absolutely: and we agreed to do substantially that 
5 years ago. We suggested a 5-year contract with 18 months’ 
notice of cancelation. 

Mr. CHRISTIANSON. How much could you afford to pay? 

Mr. Barry. At that time we agreed to pay the Government 
$2,220,000 a year. 

The following is a brief memoranda review of the various 
proposals showing money payments offered for taking over 
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the Muscle Shoals project into private industry as taken 
from public records: 
Cash offers to United Stater Tor Wilson Dam power at Muscle 


Name of bidder Dates of offer Term, 
ERY Wed not aaa July 8, 1921 ! 
Alabama Power Co Feb. 15, 1922 


The Tennessee Electric Power Co., | Jan. 15, 1924 
Alabama Power Co., and Mem- 


phis Power & Light Co 


Union Carbide Co . 21,1924 
Air Nitrates i rag oe ----| Apr. 9, 1926 
Associated Southern Power Com- 


T7770 Apr. 26, 1926 
With headwater improvements 
Air Nitrates C tion and Amer- 
WPA 1927-28 
Alabama Power Co. and associates 1923 


1 Amended Jan. 25, 1922, and May 31, 1922; withdrawn October 1924. 

*Computed on basis of Wilson Dam equipped to deliver 600,000 horsepower at 
investment of $50,000,000. 

2 100,000 horsepower of electricity free of cost to Government for operation of nitrate 
plants or the purchase of this power by lessee from Government; lessee agreeing to 
8 Wilson Dam at no cost to Government and lease same under Federal Water 

‘ower Act. 

‘ Also offered to pay United States or licensee for benefits from headwater improve- 
ments on basis of eral Water Power Act. 

+ Payments to be increased from $1,766,000 to $2,718,000 for benefits from head water 
improvements when made. 
¢§ years with 13 months’ notice. 

Minimum. 


Norx.— Many other offers have been made for Muscle Shoals, but only these con- 
templated actual cash pa ts to Government. Others, notably Hooker-Atter- 
bury-White and Farmers Federated Fertilizer Corporation (Blomp) offers, provided 
practically for operation by lessees as agents of Government and sharing of profits 
with Government (without guaranteed return) in lieu of cash payments. 


Each of the foregoing proposals was made subject to re- 
capture of the plants on stipulated terms, either in whole 
or in part, in event it became necessary for the Government 
to take over the plants for purposes of national defense. 
Likewise each of the proposals stipulated that operation of 
the dam and power plants would be under rules and regu- 
lations prescribed by the War Department for the protec- 
tion of navigation and operation of navigation facilities. 

There is ample evidence before the Congress and its com- 
mittees that private power distributors within transmission 
distance of the plants are in position, with an extensive 
network of transmission lines and distribution systems cov- 
ering practically the entire area, including most of the towns 
and cities and small communities within a radius of 200 
miles, to absorb the surplus or excess power at Muscle Shoals 
not required for use by the Government and to pay reason- 
able prices. According to a letter dated August 20, 1931, 
from the president of the Alabama Power Co. to Senator 
Ausrix, reproduced in the CONGRESSIONAL Recorp of May 2, 
1933, that company has been willing to contract for greater 
volumes of power than it has purchased in the past under 
temporary agreements and to pay an increased price if it 
could be assured of reasonable notice of cancelation; that 
the company would be willing to lease the power-generating 
plants or to buy at a fair price and on reasonable terms all 
power generated, or buy such surplus power as may not be 
used for other purposes, and would cooperate in making a 
success of any program adopted by the Congress for operat- 
ing the plants for the benefit of agriculture and industrial 
development in the Tennessee Valley. 

Different officers representing power companies operating 
in the area of Muscle Shoals, in response to direct questions 
from members of the Military Affairs Committee, before 
which the question of legislation containing the language 
of sections 12 and 18 of the Senate bill, and before its enact- 
ment into law, was pending, testified, April 1933, as follows: 

Mr. May. Reviewing that situation as you now understand it, 
what would you say would be the attitude of your power interests, 
for whom you appear, toward the proposition of buying from the 
Government at the switchboard the production of any electrical 


energy that may be produced at these plants? 

Mr. Yates. Well, Mr. May, we have, on a number of occasions, 
tried to cooperate with the Government in any way, shape, or 
form in taking that energy and absorbing it in our system and 
distributing it. 

In fact, in 1928, we spent a great deal of time and worked out a 
contract with the Secretary of War by which we would pay some- 
thing in excess of $2,200,000 a year for the power at Muscle Shoals, 
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Mr. May. In consideration of your previous statement that your 
companies have now an available surplus capacity of production 
of about a billion kilowatt-hours per year, would it be an ad- 
vantage to your companies to contract with the Government, or 
would that be a burden to them, even under those circumstances, 
with this surplus capacity available? 

Mr. Yares. If we felt sure that there would never be a call for 
additional energy and our load would not grow, of course, we have 
now enough capacity. 

But we feel that, having up to 1929 had a growth of 8 er 9 
percent a year, compounded, we will have a market for this power, 
8 3 as rapidly as the market appears, whenever it is, we will 
absor . 


* * . * . . * 


Mr. Arkwricut. By going out and building it up. If we have 
too much capacity, anything we pay for that power right now 
increases our cost; that is true. But you have to get some money 
for that er. We would like to take it, as we can build up a 
market and absorb it, and we recognize at once that if you sell 
it you have to get some money from it now, even if it does increase 
our cost. 

So we would be prepared to negotiate with you for the purpose 
of purchasing power and take some of it now and take the rest 
of it as fast as we can build a market to absorb it and spread it 
over the whole area. 

If in the utilization of this you use it for nitrate production at 
the site of the dam, and you use it to induce the location of in- 
dustries at the site of the dam, such as electrical and chemical 
industries or heating industries that e large quantities of 
power at low rates, and from that improve the load factor of the 
system, and the rest of it you distribute over the area, over the 
widespread transmission systems owned by us in the area and on 
rates regulated by you, or by the board, I do not know what else 
you could do to serve the people to better advantage, and if you 
do it you want to do it as economically as possible. 


* s * . * 5 . 


Mr. THomason. Assuming this plan of development there on 
the Tennessee River should go through, do not you think when 
that is completed that then the Government can produce power 
much cheaper and be able to sell it to your companies at the 
switchboard much cheaper than you can produce it? 

Mr. ARKWRIGHT. That might be, at the switchboard; but then 
we have to bring it to the market. 

Mr. THOMASON. All right. Assuming, then, that is done and 
the Government, through the Tennessee authority, or whatever 
other agency it may select, would enter into a contract with you 
for the sale of that power at the switchboard and that contract 
also carried a provision that there shall be a maximum rate which 
meets the approval of the general public acting through its Fed- 
eral and State commissions, providing that you shall have a rea- 
sonable profit on what you pay at the switchboard, then how could 
you have any objection? 

Mr. ARKWRIGHT, I would not have any. 


. . Ea * * * * 


Mr. Log r.. and I am sure the Tennessee Electric 

Power Co. on its behalf, or from its standpoint, is entirely willing 
to work and to cooperate with the Tennessee Valley Association 
in any way, shape, or form, so that we can take the power, under 
some terms and conditions fixed, if you will, by this board, and 
pass that on to our customers at rates, if you will, fixed by them 
also. 
Mr. WILLKIE. * * We dedicate our transmission and dis- 
tribution lines to the utmost accomplishment of the purposes 
which you gentlemen are seeking to bring about under this bill. 
All we ask is that you not destroy our property by invading our 
markets or by creating a board with the power to do that and 
thus destroy our ability to finance. 


. 
Mr. WILLKIE. * * Mr. McSwain ask 
not we would sell them power at Cove Creek 

to you now—and if you wish to make it in the form of 

we will make it with you now—that we will sell you all the power 
you need for your purposes for the building of the Cove Creek 
Dam. 


Mr. WILLKIE. * A common carrier must be ready to serve 
all who seek its service at any time that they may present them- 
selves for such service; and, of course, you cannot do that 
transmission line. But if it is the desire for us to contract 


carry this power for Cove Creek for this Government, we will carry 
it for you. 
* . * . * * . 


Mr. James. * * But we cannot sell the power at the switch- 
board, because you gentlemen would not buy it when you have 
too much power now. 

Mr. WILLKIE. I have said to you, Mr. James, that we will enter 
into a contract, and if it wants to be accepted here, it can be taken 
as an offer and as acceptance if you have the legal authority to 
do it. I will say this now, that we will enter into a contract with 
you to take that power and we will pass on any saving that is 
made on the generation of that power to the ultimate consumer. 


Furthermore, the Tennessee Electric Power Co. advised the 
Senator from that State, according to a telegram which 
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appears in the CONGRESSIONAL ReEcorp of May 3, 1933, page 
2791, that— 


With reference to Government’s proposed building of Cove 
Creek-Muscle Shoals transmission line at estimated cost of 
$6,000,000, please advise Senate that at hearing before Military 
Affairs Committee of House, April 14, Mr. Willkie, speaking for 
this company, stated that if the Government will furnish us the 
power at Muscle Shoals, we will deliver an equal amount at Cove 
Creek at reasonable cost to be fixed by the Government, or this 
company will sell Government all its requirements of power at 
Cove Creek for construction work. Based upon Government’s 
estimates of power requirements, in our judgment, the total cost 
of power for entire construction of Cove Creek Dam furnished 
under either proposal will be less than 1 year’s interest on cost of 
construction of proposed transmission line, and that building of 
transmission line in any event wholly useless and wasteful, as 
entire territory more than adequately served with existing trans- 
mission lines. 


Therefore, with respect to the necessity for building dis- 
tribution lines of any character in order to put the Gov- 
ernment upon a fair basis, according to the foregoing testi- 
mony private companies with ample transmission lines for 
whatever distribution the Government may need have stated 
a willingness to transmit surplus power owned by the Goy- 
ernment to consumers throughout their distribution sys- 
tems and to and from Cove Creek at prices fixed by a 
Government agency as fair, just, and reasonable to include 
a reasonable return or profit on the cost of transmission 
and distribution plus the purchase price of the power. 

Criticism upon the part of some Members of Congress 
that, pending final action by the Congress for making some 
disposition of the Muscle Shoals plants, the War Depart- 
ment, since the completion of Wilson Dam in 1925, has failed 
to secure a reasonable value for the power, is not justified 
by the facts. These payments, aggregating $4,955,229.18 
to January 1, 1933, have been under contracts terminable 
at the will of the Government in order that Congress might 
be free at any time to take action for disposing of the 
project, a condition which in effect placed the power in 
the category of a commodity subject to delivery at the will 
of the seller, thus materially affecting both the ability of 
the purchaser to use large quantities of the commercially 
valuable power, or to pay a fair price for such power as 
could be used. In a report from the Secretary of War to 
the Senate (S.Doc. 222, Tist Cong., 3d sess.) it was stated 
that: 

Under the terms of the existing agreement with the Alabama 
Power Co., the Executive maintains complete freedom to carry 
out, at any time, any provision for the disposal of this power that 
may be decided upon by Congress. No industry or activity of 
any character will be jeopardized by the prompt termination of 
the existing agreement, when a definite policy for the utilization 
of this power shall have been decided upon by Congress. The 
situation would be otherwise if the Department should sell the 
power directly to consumers. The shutting off of power to a 
consumer who has not the installed machinery to replace it 
would leave him without an immediate source of supply, would 
subject him to danger of serious financial loss, and certainly 
would embarrass the War Department and the Congress. The 
existing agreement affords the best obtainable return to the 
United States consistent with complete freedom of action. 

The policy of the War Department has uniformly been opposed 
to entering into any arrangement that may embarrass Congress 
in directing the disposition of the public resources at Muscle 
Shoals, and this policy will be continued. 


In part 2 of the same document the Secretary of War 
explained: 


Considering the present equipment of the properties at Muscle 
Shoals and the fact that all contracts must be revocable without 
notice in order to leave this property free for whatever action 
Congress may decide to take, the contracts with the Alabama 
Power Co. give the Government by far the highest obtainable 
financial return. 

The Secretary of War has no choice but to follow the mandate 
of Congress expressed in the law. No other company, individual, 
or municipality has offered to buy the power from the Govern- 
ment at a price that will equal that now being received. This is 
no doubt due in part to the fact that the War Department has 
taken the position that it will not entangle the title to the prop- 
erty by long-time contracts that would restrict the freedom 
Congress in dealing with the subject. 

It has been deemed the wiser policy to make all contracts 
subject to immediate cancelation or revocation, so that there 
would be no claims outstanding, no entanglements or clouds upon 
the title when Congress finally fixes the status of this project. 
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The foregoing statement of the Secretary of War shows 
that the purchaser of the power was forced to recognize 
that there might be a termination of the existing agreement 
at any time, and therefore that the purchaser must have 
machinery installed to replace it. In other words, the pur- 
chaser must have an immediate source of supply available 
at all times to replace the power as a prerequisite to pur- 
chasing on the limited basis offered by the Government. 
CApplause.] 

Mr. McSWAIN. Mr. Speaker, I yield 2 minutes to the 
gentleman from Illinois [Mr. SABATH]. 

Mr. SABATH. Mr. Speaker, I consider this a good bill, 
but I cannot quite understand why the House conferees 
yielded on section 13. I am willing to help the Southland 
and my friends who have advocated this legislation for 
years and with whom I have gone along many times. I am 
going to ask whether it is not possible to eliminate the 
Senate amendment to section 13. 

We in Illinois have been paying and paying and paying 
until we are just about down and out; yet, whenever we 
come down here for a little appropriation, we are pushed 
aside, we are ignored, we cannot get anything. 

Mr. ALLGOOD. Mr. Speaker, will the gentleman yield? 

Mr. SABATH. No; I do not yield. I have only 2 minutes. 
I wish I could yield. 

Mr. ALLGOOD. Did not the gentleman’s State receive 
a contribution from the Government in regard to the 
World’s Fair? 

Mr. SABATH. That is a national fair, and it so happens 
that it is to be held in the greatest city in the world in the 
interest of the United States. 

Mr. CLARKE of New York. Greatest next to New York. 

Mr. SABATH. I do not know of any reason why we 
should give the States of Alabama and Tennessee 5 percent 
of the gross receipts and, moreover, 2½ percent of any addi- 
tional power merely on the ground that some property may 
be exempted from taxation. Under the provisions of this 
bill the taxes that the States will lose on taxable property 
that will be taken away from them are very small, indeed, 
in comparison with the amounts that the States will receive. 

I think it is manifestly unfair, unjust, and unreasonable 
to tax people in my State in the interest of people in other 
sections of the country. 

I do not know whether or not I shall succeed, but I shall 
endeavor to eliminate the Senate amendment to section 13, 
which provides for unnecessarily large contributions by the 
entire Nation to two States. [Applause.] 

[Here the gavel fell.] 

Mr. McSWAIN. Mr. Speaker, I yield myself 10 minutes. 

The SPEAKER pro tempore. The gentleman is recog- 
nized for 10 minutes. 

Mr. McSWAIN. Mr. Speaker, let me begin by saying that 
it seems that the Muscle Shoals proposition is the most con- 
troversial piece of legislation ever to come before the 
American Congress. 

When I first began its study over 10 years ago as a member 
of the committee, I thought I could solve it, and I set about 
it as diligently as possible. I soon found out, however, that 
I could not have my own way, and in a spirit of conciliation 
I decided to try to settle it somehow, and the other fellow’s 
way, if possible. But we have 435 Members of Congress, 
and it is impossible to settle it 435 ways. We have got to 
settle it somehow between the House, the Senate, and the 
President, and this report is the way your conferees have 
found it possible to do that. 

Mr. PEYSER. Mr. Speaker, will the gentleman yield for 
a question? 

Mr. McSWAIN. Yes; I yield for a question. 

Mr. PEYSER. May I ask whether in discussing section 13 
the conferees who would not accept the elimination of 
a tax would not accept a tax based on the net proceeds? 
Good business tells me that a tax based on the percentage 
of the gross proceeds should not be in the bill. 

Mr. McSWAIN. Let me explain that the provision in 
section 13 was not carried in the House bill as it passed the 


1933 


House. It was carried in the bills, it is true, which were 
introduced by the gentlemen from Alabama, Mr. ALMON 
and Mr, Hitt, and myself—three identical bills; but this 
section was eliminated in the consideration of these bills 
by the Committee on Military Affairs. However, for years 
and years this has been in every bill that passed Congress 
and was in both bills that were vetoed, respectively, by 
President Coolidge and President Hoover. 

As the bill passed the Senate, by a vote in the ratio of 
8 to 1, the provision was included that 5 percent of the gross 
proceeds from the sale of power from both hydroelectric 
and steam plants should be paid to these States. 

The conferees on the part of the House were able to per- 
suade the conferees on the part of the Senate to agree to 
eliminate the 5 percent on the gross proceeds from the sale 
of steam power. Let me say that the foundation upon which 
this 5 percent is predicated is not alone the mere substitute 
for taxes which the State may levy; but here is the philoso- 
phy upon which it is grounded: The Supreme Court of the 
United States has held that the title to the bed of every 
navigable stream in this Nation rests in the State, not in 
the Federal Government. All the Federal Government has 
is the right to use, for purposes of interstate commerce, the 
water that rests upon the stream bed that belongs to the 
State. Presumably, therefore, the water itself belongs to 
the State, and undoubtedly either one of these States could, 
if it had wished to do so, while preserving the right of inter- 
state commerce to the several States under the Federal Con- 
stitution, have gone in there and appropriated to itself every 
unit of horsepower that lay in the waters of this great 
stream for a distance, including navigable tributaries, of 
nearly 1,000 miles. All it would have to do would be to pro- 
vide locks around power dams, or the State might authorize 
any of its private corporations to do the same thing, subject 
to the provisions of the Federal Water Power Act. 

We eliminated the 5-percent tax on steam-generated 
power and the Senate had already adopted an amendment 
providing that the board might every 5 years, & it sees fit, 
change the percentage. The board, after it has been on the 
ground, can study this question thoroughly, and if it decides 
that 5 percent is too much, can give notice to the States of 
Alabama and Tennessee, and can reduce it, can change it, 
but it cannot be changed more often than once is every 5 
years. 

Mr. SNELL. Mr. Speaker, will the gentleman yield? 

Mr. McSWAIN. I yield. 

Mr. SNELL. Is there any legislative precedent of which 
the gentleman knows where the Federal Government has 
gone into a State and made an investment and then paid the 
State 5 percent of the gross proceeds? 

Mr. McSWAIN. No; I do not know of any exact prece- 
dent, but I do not know of any state of facts entirely analo- 
gous to this. 

Mr. SNELL. Is not Boulder Dam practically the same 
kind of situation? 

Mr. McSWAIN. Perhaps it is more analogous than a 
Federal post-office building or anything like that. 

Mr. SNELL. I do not want to enter into any extended 
discussion of the matter, but so far as I am personally con- 
cerned, and I am absolutely honest about it, I cannot see 
any reason in God’s world why we should pay these two 
States 5 percent of the gross proceeds, and I doubt if any- 
body can present a logical reason for doing this. We are 
going in there and spending our money at the request of 
the States. These people want us to come there and make 
this development; is not that correct? 

Mr. McSWAIN. Oh, certainly. 

Mr. SNELL. The States themselves would not do it, and 
after they asked us to come in and make the development, 
then to seek to make us pay for it, I think is an outrage. 

Mr. McSWAIN. The gentleman knows, however, that 
previous Congresses have actually passed bills and have 
agreed to conference reports containing this provision in a 
more aggravated form. They have heretofore given 5 per- 
cent of both hydroelectric power and steam power and they 
have fixed it absolutely for all time, except as the Congress 
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itself might modify it, whereas the present bill provides 
that it may be modified, as I have said, by the board. 

Mr. MONTET. Will the gentleman yield? 

Mr. McSWAIN. I yield to the gentleman from Louisiana. 

Mr. MONTET. I wish to direct the gentleman’s attention 
to subsection (i) of section 4 of the bill, where authority is 
granted to acquire real estate for construction of dams and 
reservoirs, transmission lines, power houses, and other 
structures, and in the same section states that the board 
may exercise the right of eminent domain to condemn all 
property that it deems necessary for carrying out the pur- 
poses of this act. Does this authorize the board to acquire 
privately owned power houses, reservoirs, and transmission 
lines, either by purchase or condemnation, wherever and 
whenever the board desires the same for carrying out the 
purposes of this act? 

Mr. McSWAIN. I would say in answer to the gentleman’s 
question, and I think I understand what the gentleman is 
driving at, that the board would have such power, because it 
is given the right not only to condemn necessary real estate 
but also to condemn necessary property. Therefore if the 
board judges that a particular transmission line now pri- 
vately owned is necessary and desirable for its purposes, then 
under the broad language of that section I think it would 
have the right to say so, and to condemn, and the power to 
condemn would certainly bring any privately owned power 
company to reasonable terms as to selling price. 

Mr. MONTET. Necessarily, I do not wish to engage in 
any controversy with the chairman of my committee. How- 
ever, after a careful reading of the language, I am thor- 
oughly unable to agree with the gentleman. 

May I ask the gentleman one more question? 

Mr. McSWAIN. Certainly. 

Mr. MONTET. Subsection (j) states that the corpora- 
tion— 

Shall have power to construct dams, reservoirs, power houses, 
power structures, transmission lines, navigation projects, and inci- 
dental works in the Tennessee River and its tributaries, and to 
unite the various power installations into one or more systems by 
transmission lines. 

Is this intended to give the board broad, discretionary 
authority to construct transmission lines independent of the 
provisions of section 12? 

Mr. McSWAIN. Certainly. This undertakes to give the 
board the right to construct transmission lines in any direc- 
tion the board decides to be necessary to interconnect the 
various power stations into one superpower system, or into 
two or more subsidiary superpower systems. 

[Here the gavel fell.] 

Mr. McSWAIN. Mr. Speaker, I yield myself 5 additional 
minutes, 

Mr. MONTET. Then the gentleman holds that this 
power is independent of the power given the board under 
section 12? 

Mr. McSWAIN. I do. I do not think it is in conflict, 
but is corroborative of it. 

Mr. MONTET. May I call the gentleman’s attention to 
the bond provision of the House bill, which provides that 
the bonds of the corporation shall constitute a first lien on 
the net income, and so forth, of the corporation after pay- 
ing cost of maintenance, and so forth? It is also provided 
that the bonds shall be issued on the credit of the United 
States. The bond provision of the Senate bill, section 15, 
provides that in the construction of any future dam, steam 
plant, or other facility to be used in whole or in part for 
the generation of hydroelectric power, the board is author- 
ized to issue bonds for payment in part or in full of that 
part of the development that is allocated to the production 
of hydroelectric power, and pledges the net proceeds from 
the sale of power to States, counties, and municipalities, 
while the conference report authorizes the pledging of the 
credit of the United States for bonds issued for future dams 
and other facilities used in whole or in part for generation 
or transmission of power. 

It omits any provision that they should be constructed by 
the credit of the Government or net proceeds derived from 
its operation. Does this mean that appropriations from the 
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Treasury shall be limited to navigation, flood control, na- 
tional defense, or other constitutional functions, and that 
funds necessary for power development should be obtained 
from the sale of bonds? 

Mr. McSWAIN. As I understand the conference report, 
the credit of the Government is pledged to support these 
bonds, but the net revenues from the sale of power are not 
pledged, because in other parts of the bill the board is 
given the right to use the proceeds from the sale of power 
in order to carry on its works of construction, either addi- 
tional transmission lines or additional dams, and it was 
realized there was a conflict between these provisions; and 
while it is understood that the board will pay the interest 
on the bonds, as, of course, they are to be the primary ob- 
ligation of the board, and yet the Government, virtually, 
under the provisions of this bill, guarantees them, in a way 
analogous to the Panama Canal bonds. 

Mr. MONTET. I do not know whether the gentleman 
missed my question or I missed the gentleman’s answer. 

This means that the appropriation made by the Treasury 
shall be limited to navigation, flood control, and like pur- 
poses, or does it mean that the power development shall be 
that obtained from the sale of bonds? 

Mr. McSWAIN. That was the scheme in the Senate pro- 
vision, but under the language here it is possible to issue 
bonds for any work contemplated. In other provisions of 
the bill the allocation is to flood control, navigation, national 
defense, and power, to be observed for the purpose of book- 
keeping, to ascertain whether or not the power provisions 
are earning a proper income on that part of the investment. 

Mr. MONTET. Then the gentleman holds that the board 
is authorized to use the money appropriated to construct 
power and transmission lines? 

_ Mr. McSWAIN. Undoubtedly; and there is no doubt that 

before the session is over the Congress will appropriate 
money to build Cove Creek Dam. Under the general pro- 
visions of the bill it will appropriate the money for that 
purpose. 

Mr. MONTET. As to the funds derived from the sale of 
bonds and the appropriations made by Congress, in the 
gentleman’s opinion, would the board have a right to use 
such funds for flood control, navigation, and power? 

Mr. McSWAIN. Exactly. 

Mr. MONTET. On page 18 of the conference report, next 
to the last paragraph, you say: 

The provision for the construction of Cove Creek Dam and the 
transmission line connecting it with Wilson Dam was substantially 
the same in both the House bill and the Senate amendment, and 
the construction of these necessary projects will begin just as soon 
as funds are made available for that purpose at this session of 
Congress. A 

Is it intended that the appropiration shall be made from 
the Treasury of the United States for the power plant at 
Cove Creek Dam and transmission lines, or to use the power 
for the sale of bonds, as provided on page 15 of the confer- 
ence report? 

Mr. McSWAIN. Yes; money will be appropriated to build 
Cove Creek Dam. I now yield to the gentleman from Kansas 
(Mr. McGuerv]. 

Mr. McGUGIN. The statement of the conferees says: 

The provision for the construction of Cove Creek Dam and the 
transmission line connecting it with Wilson Dam was substan- 
tially the same in both the House bill and the Senate amendment, 
and the construction of these necessary projects will begin just as 
soon as funds are made available for that purpose at this session 
of Congress. 

Does that mean that the construction of the transmission 
line is mandatory? 

Mr. McSWAIN. It is optional. The board is not com- 
pelled to complete Cove Creek Dam, it is not compelled to 
build a single transmission line. It has the power to do it, 
but it is not required to do it. It is not mandatory. 

Mr. FREAR. Will the gentleman yield? 

Mr. McSWAIN. I yield. 

Mr. FREAR. The provision was called to the attention 
of the committee of 5 percent to be collected from the 
gross proceeds and turned over to the States. Is it not a fact 
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that the Alabama statutes provide that the Alabama Power 
Co. may today, and has been for 20 years, empowered to 
condemn land for the benefit of that power company, and 
also, if I remember correctly, for 10 years to have an ex- 
emption from taxes on the land until they get their organi- 
zation in shape? 

Mr. McSWAIN. I am sorry, but I am not able to answer 
the gentleman as to the statutes of Alabama. I cannot 
answer the gentleman, but I will try and get the information. 

Mr. DONDERO. Mr. Speaker, will the gentleman yield? 

Mr. McSWAIN. Yes. 

Mr. DONDERO. Under section 13 the State of Alabama 
and the State of Tennessee are assured of a certain income 
from that 5 percent. Has any effort been made upon the 
part of the Government to assign the rights of the United 
States Government in that river to the two States, except 
such rights as it may need in time of emergency, such as 
war? 

Mr. McSWAIN. As I have explained, the United States 
has no right in the river. It has the right to travel up and 
down on the surface of the water in order to carry on inter- 
state commerce, but the Supreme Court has held that the 
title to the bed of the river, and, therefore, the title to the 
water resting on the bed of the river, is in the State through 
which it flows. 

Mr. GREEN. Mr. Speaker, will the gentleman yield? 

Mr. McSWAIN. For a question. 

Mr. GREEN. I am wondering if the conference report 
protects the part of the bill providing for the manufacture 
of fertilizer. 

Mr. McSWAIN. The board is authorized to manufacture 
fixed nitrogen and fertilizer and fertilizer ingredients and 
sell them. It is authorized to do so, but it is not compelled 
to do so any more than, as I said a moment ago, it is com- 
pelled to build a single transmission line or Cove Creek Dam. 
It has the power, but it is not mandatory. 

Mr. O’MALLEY. Under section 13, 5 percent of the gross 
proceeds is to be given to the States of Alabama and Ten- 
nessee. I understand the reason that is in the bill is that 
it is in lieu of taxes. 

Mr. McSWAIN. It is in there because they voted it in 
there. 

Mr. FREAR. And the Alabama Power Co. does not pay 
taxes for 10 years after it condemns the land. 

Mr. HILL of Alabama. Mr. Speaker, that provision was in 
the law, but it was repealed about 10 years ago. 

Mr. FREAR. Then I understand from the gentleman 
that that provision was in the law, but has now been re- 
pealed. Having been in the law, it was for the purpose of 
enabling the Alabama Power Co. to condemn land and to go 
on and prosecute its work for 10 years without paying taxes. 
Why should the Federal Government be required at this 
time immediately to pay 5 percent out of its gross proceeds? 

Mr. McSWAIN. That is the question that I asked while 
in conference, but we have to agree on something; we have 
to get together if we are ever going to have any legislation 
on this matter at all. 

Mr. FREAR. Why not make it 10 percent? 

Mr. McSWAIN. It used to be 10 percent in former bills in 
Congress, and we cut it down to 5. 

Mr. CHRISTIANSON. Mr. Speaker, will the gentleman 
yield? 

Mr. McSWAIN. For a question. 

Mr. CHRISTIANSON. Does the gentleman know of any 
similar project where the net proceeds are more than 5 per- 
cent of the gross? 

Mr. McSWAIN. No;Idonot. I think that is very liberal, 
myself. 

Mr. CHRISTIANSON. If that is true, then we are bind- 
ing ourselves to turn all the net proceeds over to these 
two States, while the United States Government is furnish- 
ing all the money and taking all the risk. 

Mr. McSWAIN. Oh, no; we are not turning all the net 
proceeds over, or any part of the net proceeds. We are 
turning 5 percent of the gross proceeds over. 
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Mr. BLANTON. Mr. Speaker, will the gentleman yield? 

Mr. McSWAIN. Yes; I yield. 

Mr. BLANTON. I want to congratulate my friend from 
South Carolina [Mr. McSwarn] and his Committee on Mili- 
tary Affairs for effecting an agreement with the Senate on 
this bill. Such action assures its passage, and it will be 
signed and become a law in a short time. The President 
is to be commended for being able to iron out many impor- 
tant disagreements and for helping the conferees to get 
together. 

But there is one very objectionable feature of this bill 
which ought to be corrected before we pass it into law. And 
it can be easily corrected, and yet not delay the measure 
beyond a few hours. I refer to the provision which obli- 
gates the payment of 5 percent of the gross proceeds to 
each of the States of Alabama and Tennessee. It should 
read 5 percent of the net profits, and not 5 percent of the 
gross proceeds. What we ought to do is to vote down the 
conference report and then move immediately to concur in 
the agreed amendments with the amendment that “ gross 
proceeds shall be changed to “net profits.” That would 
not delay the measure more than an hour, for I feel con- 
fident that the Senate would approve such action promptly, 
and the bill could go to the White House this afternoon for 
the signature of the President. 

I feel sure that neither Senator Norris nor any other 
Senator outside of Alabama and Tennessee would raise any 
objection whatever to such change. Naturally, the 2 Sen- 
ators from Alabama and the 2 Senators from Tennessee 
would object to such action, as they want their respective 
States to receive this 5 percent of the gross proceeds. But 
other Senators would not object to changing it to “5 percent 
of the net profits”, because that percentage is all that 
would be equitable and just. 

This project will be a great bonanza for both Alabama 
and Tennessee. All property holdings in that immediate 
vicinity will double, treble, and quadruple in value. Factories 
will spring up all along these bodies of water backed up by 
Government dams in this river and its tributaries. Alabama 
and Tennessee will both be greatly enriched. 

I have been fighting power trusts and monopolies all my 
life. I am speaking against them, and for the people, when 
I ask that this provision be changed, so that “gross pro- 
ceeds ” will read “net profits.“ I am for this bill. I am 
backing the President in his program. I am for developing 
Muscle Shoals. I was one of the four who stood on this 
floor with LaGuardia and Hill, of Maryland, right after the 
World War, and made a fight to preserve Muscle Shoals 
for the people of the United States. It was our fight then 
made that eventuated in preserving Muscle Shoals. We did 
preserve it. We kept the monopolies from gobbling it up. 
With “ gross proceeds ” changed to “net profits” I am just 
as strongly in favor of this bill as Chairman McSwarn, or 
Senator Norris, or our good colleague, Mr. Atmon, of Ala- 
bama, the father of Muscle Shoals. But the only way to 
change “ gross proceeds” to “net profits” is to vote down 
the conference report, and then pass this simple amend- 
ment, which will take but a few minutes. I want to ask 
the chairman of the committee if it is not a fact that the 
only way to change “gross proceeds” to “net profits” is 
the one way I have mentioned, and that is to vote down 
the conference report, and then pass the amendment? 

Mr. McSWAIN. Yes. 

Mr. BLANTON. Then why can we not do that? It 
should be done. 

Mr. McSWAIN. I will tell the gentleman why. It is 
because the Senate of the United States has voted 8 to 1 
against such a proposition. There were 12 votes on the 
floor of the Senate in favor of the House bill as it stood, 
and that is all, It is futile to go back. 

Mr. BLANTON. Most of the Senators would not care. 
I haye seen them vote over there 96 to 0, and still change 
when some good reason required it. 

Mr. McSWAIN. Yes; but maybe they did not have the 
White House with them at that time, as they now have. 
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Mr. BLANTON. I think the White House would prefer 
the change. 

Mr. CHRISTIANSON. Mr. Speaker, will the gentleman 
yield? 

Mr. McSWAIN. Yes. 

Mr. CHRISTIANSON. Is the fact that the Senate is 
8-to-1 wrong on this proposition any reason why you should 
be wrong also? 

Mr. McSWAIN. But the Senate said that we were wrong. 
There is no absolute measure of truth in such a case. It is 
a matter of opinion, and parliamentary government can 
function only by compromising differences of opinion. 

Mr. BLANTON. While I am for Muscle Shoals, and for 
this bill, I feel that it is my duty to do all within my power 
to get this provision changed, so that instead of paying to 
Alabama and Tennessee 5 percent each of the gross proceeds, 
we would pay them only 5 percent of the net profits; hence 
I shall vote to disapprove the conference report, so that we 
can then amend it and change “gross proceeds” to “net 
profits.” With this change I am just as strongly for the 
bill as is any other Member of this House. 

Mr. McFADDEN,. Mr. Speaker, will the gentleman yield? 

Mr. McSWAIN. For a short question. 

Mr. McFADDEN. I do not want to ask a question, but I 
want to make a statement. 

Mr. McSWAIN. Very well; please let it be brief. 

Mr. McFADDEN. I think congratulations should be ex- 
tended to the States of Tennessee and Alabama at this time 
and to the Du Pont interests and Henry Ford and the 
Canadian-British power interests for what they are getting 
in this bill from Uncle Sam. Also I want to extend my 
sympathy to Uncle Sam and the people of the United 
States—they have lost out—and my congratulations to 
Senator Norris for delivering these bouquets to these States 
and these great corporate interests. [Applause.] 

Mr. McSWAIN. And I want to say that I do not think 
the gentleman is at all justified in coupling the States of 
Alabama and Tennessee in the same congratulatory message 
with the names of the Du Pont interests and the Power 
Trust. 

Mr. BYRNS. Mr. Speaker, will the gentleman yield? 

Mr. McSWAIN. Yes. 

Mr. BYRNS. Mr. Speaker, a great deal has been said 
here about what Alabama and Tennessee are to receive. 
The gentleman from South Carolina [Mr. McSwarn] has 
already stated to the House some of the privileges that the 
States of Alabama and Tennessee are voluntarily surrender- 
ing to the United States Government—the river bed and 
all those things. In addition to that I call attention to the 
fact that the building of Cove Creek Dam is going to flood 
75,000 acres of good land in east Tennessee, which will be 
taken out of taxation and which cannot be hereafter as- 
sessed either by the State or the county, and in addition 
to that the building of these other dams will flood lands 
which will deprive the States of Tennessee and Alabama of 
taxes that would otherwise be collected, and that are now 
being collected for the benefit of these States. 

In addition to this, neither of these States will have power 
to tax any transmission lines or other improvements made 
by the Federal Government, and these rights are being 
surrendered for all time. Then, too, the bill authorizes the 
board to review this allowance for these States every 5 
years. Certainly it was only fair to reimburse these States 
in part for their loss of public revenue, and the Federal 
Government is amply protected. 

The SPEAKER pro tempore. The time of the gentleman 
from South Carolina has expired. 

Mr. McSWAIN. Mr. Speaker, I yield 5 minutes to the gen- 
tleman from Alabama [Mr. HILL]. 

Mr. HILL of Alabama. Mr. Speaker, I want every Mem- 
ber of the House to know that under section 13 the Gov- 
ernment will pay not one cent in lieu of taxes to either 
the State of Alabama or the State of Tennessee for any part 
of the properties on the Tennessee River that are used for 
governmental purposes. The payment in lieu of taxation 
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will only be made where the Government goes beyond gov- 
ernmental purposes, into what we might term an incidental 
purpose 


Mr. PARSONS. Will the gentleman yield for a question? 

Mr. HILL of Alabama. Yes; I yield briefly. 

Mr. PARSONS. How much is the estimated revenue of 
5 percent supposed to go to those States? 

Mr. HILL of Alabama. That would depend on how much 
is derived from the sale of power and how much power is 
sold. 

Let me tell how the figure of 5 percent was arrived at. 
Perhaps the best operated and most successful municipal 
power plant in the entire United States is that of the city 
of Tacoma, Wash. Power rates there are very cheap, so 
cheap, in fact, that the farmers within a radius of 50 miles 
of Tacoma buy their power at fabulously low prices. In the 
city of Tacoma the municipal plant pays to the city, not 5 
percent but 74% percent of the gross proceeds derived from 
the sale of power. 

The record shows that in many cases private power com- 
panies pay as high as 10, 11, and 12 percent of their gross 
proceeds in taxes. Some municipal plants pay even higher 
than that in lieu of taxes. If these Tennessee Valley prop- 
erties were constructed by private companies there would be 
no doubt about the payment of taxes. The private power 
companies, certainly, under the laws of Alabama, would have 
to pay ad-valorem taxes and a kilowatt or severance tax. 
This would mean an ad-valorem tax to the State, an ad- 
valorem tax to the county, an ad-valorem tax to the munici- 
pality if the property happened to be located in a munici- 
pality, and an ad-valorem tax to the school district in addi- 
tion to the kilowatt tax. 

Mr. ROGERS of Oklahoma. Will the gentleman yield? 

Mr. HILL of Alabama. I yield. 

Mr. ROGERS of Oklahoma. In this bill there is no pro- 
vision fér any tax to be paid anybody except the State. 

Mr. HILL of Alabama. Yes; that is correct. 

Mr. ROGERS of Oklahoma. How about the counties and 
municipalities? 

Mr. HILL of Alabama. So far as counties, municipalities, 
and school districts are concerned, that will be a matter that 
the State will have to adjust and determine when the money 
is paid over to the State. 

Mr. PEYSER. Will the gentleman yield? 

Mr. HILL of Alabama. I yield. 

Mr. PEYSER. Is it not possible that under this pro- 
vision you may be paying taxes out of capital? 

Mr. HILL of Alabama. No, no. 

Mr. PEYSER. Why not? 

Mr. HILL of Alabama. If you do not take in any proceeds, 
you would not pay any taxes, whereas a private power com- 
pany must pay taxes whether it takes in a dollar. 

Mr. PEYSER. But if money is coming in there is first 
the primary expense of operation. They get the proceeds 
of the income without taking into account the expense of 
operation; is that not true? 

Mr. HILL of Alabama. Does the gentleman mean a 
private power company? 

Mr. PEYSER. Yes. 

Mr. HILL of Alabama. But a private power company 
pays its taxes whether it takes in a single dollar or whether 
it does not. Now, I cannot yield further. My time is very 
brief. 

Mr. RICH. Will the gentleman yield? 

Mr. HILL of Alabama. Well, yes; briefly. 

Mr. RICH. Does the gentleman not believe it would be 
the best thing for the Federal Government and the tax- 
payers of this country if we delivered this property over to 
the States of Alabama and Tennessee, without paying taxes 
for the balance of our lives? 

Mr. HILL of Alabama. No; I do not agree with that 
thought at all. 

Mr. RICH. Well, I should like to say to the gentleman we 
should like to give it to them, as far as I am concerned, so 
that we will never have anything more to do with it. 
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Mr. HILL of Alabama. I decline to yield further. Of 
course, if the gentleman from Pennsylvania [Mr. Rien! had 
his way, he would deubtless turn it all over to a private 
power company. Under the bill the gentleman introduced, 
that would be the result. 

Mr. RANKIN. Will the gentleman yield? 

Mr. HILL of Alabama. Yes; I yield briefly. 

Mr. RANKIN. Under the provisions of this bill the Gov- 
ernment may build transmission lines, not only to towns and 
cities but even into the rural communities. 

Mr. HILL of Alabama. Certainly. The conference report 
adopted the House language, emphasizing rural electrifica- 
tion. 

Mr. RANKIN. Every one of those lines must be built 
either through the State of Alabama or the State of Ten- 
nessee? 

Mr. HILL of Alabama. That is correct. 

Mr. RANKIN. And therefore the Government will be re- 
lieved of paying taxes on those lines, which would be un- 
loaded onto the ultimate consumer, if these lines were 
privately owned, or if taxes were paid by the Government 
instead of this 242-percent allowance to each of the States 
of Alabama and Tennessee. 

Mr. HILL of Alabama. Of course, there will be no tax on 
those lines. 

Mr. GOSS. 
inquiry? 

Mr. HILL of Alabama. No; I cannot yield for that 
purpose. 

The distinguished gentleman from New York [Mr. SNELL] 
asked whether or not there was any precedent for payment 
in lieu of taxes as far as the Federal Government was con- 
cerned. I would call the gentleman’s attention to the fact 
that where the Federal Government goes into a State and 
sets up a forestry reserve, when the Government sells trees 
from that reserve, the State in which the reserve is located 
gets between 30 and 35 percent of what the Government 
derives from the sale of the trees. 

Mr. KELLER. The net. 

Mr. HILL of Alabama. No, no; from the sale. 

Mr. KELLER. The net sale. I have a letter showing it. 

Mr. HILL of Alabama, The Senate passed on this propo- 
sition, as the gentleman from South Carolina [Mr. Mc- 
Swatn] has said, and in very decisive fashion declined to 
strike the section out of the bill. It is part and parcel of 
President Roosevelt’s program for the development of the 
Tennessee River. He recognizes that when the Government 
goes beyond governmental functions, it should make some 
payments to the States in lieu of taxes. 

Mr. O'MALLEY. Mr. Speaker, will the gentleman yield? 

Mr. HILL of Alabama. I yield. 

Mr. O'MALLEY. Does not the gentleman believe that 
the States of Alabama and Tennessee as a result of the 
construction of this great project will get increased taxing 
values? 

Mr. HILL of Alabama. There will be an increase, but the 
private power companies would have brought about the de- 
velopment and paid taxes too. They wanted to doit. We 
had great difficulty in particular in keeping them from 
coming to Cove Creek and getting that great development. 

Mr. TAYLOR of South Carolina. Mr. Speaker, will the 
gentleman yield? 

Mr, HILL of Alabama. I yield. 

Mr. TAYLOR of South Carolina. Can the gentleman tell 
us whether or not the original bill providing for Muscle 
Shoals contained a provision whereby the States were to 
receive a percentage of the gross earnings in lieu of taxes? 

Mr. HILL of Alabama. The original provision was sec- 
tion 124 of the National Defence Act, just one section in 
that bill. It was very short and concise, and made no ref- 
erence to taxation whatever. 

Mr. TAYLOR of South Carolina. Will the gentleman 
yield for a further question? 

Mr. HILL of Alabama. I yield. 


Will the gentleman yield for a parliamentary 
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Mr. TAYLOR of South Carolina. If the Congress were 
now considering the initial bill setting up this undertaking 
and the river were a different one, for instance the Ohio 
River, or the Savannah River, does the gentleman think the 
State of Tennessee would ask for 5 percent of the gross 
earnings? 

Mr. HILL of Alabama. I think they would do it; I cer- 
tainly do. 

Mr. FORD. Will the gentleman yield? 

Mr. HILL of Alabama. I yield. 

Mr. FORD. Will not the people of Tennessee get a large 
increment in the form of lowered power rates by reason of 
this improvement? 

Mr. HILL of Alabama. We hope they will; and, if it is 
the success we want it to be, they certainly will, and we will 
then have a yardstick for the benefit of all the people of 
the country. 

Mr. ROGERS of Oklahoma. Mr. Speaker, will the gen- 
tleman yield? 

Mr. HILL of Alabama. I yield. 

Mr. ROGERS of Oklahoma, Will not that benefit the 
people of one section, with the rest of the people of the 
United States having to pay the bill? 

Mr. HILL of Alabama. No. It will benefit all sections 
of the country; not one particular section. It will benefit 
North, East, South, and West—all of them. 

Mr. ROGERS of Oklahoma. But is there not a 400-mile 
limit? 

Mr. HILL of Alabama. That limitation is no longer in the 
bill. 

Mr. TAYLOR of South Carolina. As a matter of fact, this 
5 percent to the States will not reimburse them for what 
the States will actually lose in the way of taxes. 

Mr. HILL of Alabama. Not only that, but with the con- 
struction of Cove Creek Dam one entire county will be wiped 
out and a substantial part of two other counties will be 
wiped out by this one dam alone. The Cove Creek Dam will 
create a lake of 3,500,000 acre-feet. All of this land, of 
course, will be taken out of taxation. 

Mr. McSWAIN. Mr. Speaker, I yield to the gentleman 
from Kentucky [Mr. Brown] 2 minutes. 

Mr. BROWN of Kentucky. Mr. Speaker, we are doing 
this morning just exactly what the power interests of this 
country have depended on us to do every time this bill 
comes up. 

I have no defense to make of the provision of the bill 
granting 5 percent of the gross returns to the States. We 
in our State would be glad to have the development with- 
out that cost to the Federal Government; but also may I 
say that if you really want this development to take place 
you ought not to let this thing stand in your way. 

On page 55 of the bill you will find that the board in 
charge of this development can at any time revise this rate 
in any manner it sees fit. 

No law is stronger than the agency administering it. If 
you have a good board, it will not take them more than 
1 day to make a change and put into effect the rate that 
will fit the occasion. If you have a bad board, you have got 
a bad bill. 

Now, another thing: Here on the floor this morning we 
are doing just what the Power Trust wants us to do; we 
are going to fight among ourselves, we are going to disagree, 
we are going to tie this legislation up, and they will win 
their point here while you and I who want this type of 
legislation are frittering away our chances and losing the 
opportunity. 

Mr. HILL of Alabama. And there is not a single man on 
the other side of the aisle who would vote for the bill even 
if section 13 were eliminated entirely. 

Mr. BROWN of Kentucky. The gentleman is correct. 
We could strike this section out of it, and yet they would 
not vote for it. We could strike out of the bill any section 
to which they said they objected, and still they would not 
vote for it. We could not present this bill in a form in 
which they would vote for it. 
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If the Members of the House have confidence in the Presi- 
dent’s board, give him the opportunity to do this work. 

rags the gavel fell.] 

Mr. RANKIN. Mr. Speaker, when this question first arose, 
I objected to the provision with reference to this percentage 
allowed the States of Tennessee and Alabama; and if it 
were an original proposition; I do not know that I would 
agree to it now; but this is simply a peg on which the oppo- 
sition attempts to hang their excuse for opposing the ad- 
ministration’s entire Muscle Shoals program. As a matter 
of fact, as the gentleman from Alabama [Mr. HILL] said, 
the Republicans, or at least a majority of them, voted 
against the bill the other time; they have voted against it 
for 12 years. I saw them kill it in 1921, before this propo- 
sition was ever mentioned. 

This is the bill the President of the United States wants. 
[Applause.] It is the best Muscle Shoals bill that has ever 
been brought before the American Congress. It marks the 
beginning of a policy of power development and distribution 
that will rescue the American people from the clutches of 
the Power Trust that is now plundering them from one end 
of this country to the other. [Applause.] 

I sincerely trust that every Member of this House, and 
especially every Democrat, will support this measure. He 
that is not with us is against us. A vote for this conference 
report is a vote for the American people as against the 
Power Trust. A vote against it is a vote against the Ameri- 
can people and in the interest of the Power Trust. [Ap- 
plause.] 

MESSAGE FROM THE PRESIDENT 


A message in writing from the President of the United 
States was communicated to the House by Mr. Latta, one of 
his secretaries. 

MUSCLE SHOALS 

Mr. McSWAIN. Mr. Speaker, I yield 1 minute to the 
gentleman from Florida [Mr. GREEN]. 

Mr. GREEN. Mr. Speaker, I was most interested in the 
statement of Chairman McSwain recently that the Muscle 
Shoals Authority would be empowered to manufacture fer- 
tilizer. 

Of course, we are all interested in the power provision, 
but as a farm-relief measure I believe the manufacturing 
of fertilizer at Muscle Shoals will mean more to bring relief 
to the agriculturists of our Nation than any other bill the 
Congress can pass. 

Mr. MAY. Will the gentleman yield? 

Mr. GREEN. I yield. 

Mr. MAY. Does the gentleman understand that this bill 
does not provide for the manufacture of fertilizer? 

Mr. GREEN. It provides that the Muscle Shoals Au- 
thority can manufacture fertilizer, and it is expected to 
actually do it. 

Mr. MAY. There is nothing in the bill to compel it. I 
wish this provision was mandatory. 

Mr. GREEN. And I hope the Democrats on this side of 
the aisle will not be misled by Republican propaganda to 
vote against this conference report, because I remember that 
two Republican Presidents have vetoed our efforts to utilize 
Muscle Shoals for the interest of the people of our country 
by the production of power and the manufacture of fertilizer. 
The soil of the farms in many sections of the country is 
depleted and leached. It requires liberal application of 
fertilizer. This is particularly true of the farms in the 
States of the Southeast. My State consumes a very large 
amount of commercial fertilizer. We have been paying 
tribute to the Chilean Nitrates Corporation; this must cease. 
Muscle Shoals can and should produce this fertilizer at half 
the cost now paid by our farmers. The bill should be 
promptly enacted and these reliefs and benefits realized by 
our farmers who are now so sorely in need. [Applause.] 

Mr. McSWAIN. Mr. Speaker, I yield myself 1 minute. 

I want to say to the membership of the House that a bill 
like this, with 30 different sections, cannot be condemned 
and ought not to be condemned, because of some one item in 
it that some individual Member of the House does not like. 
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I have never voted for any major matter during my serv- 
ice here that there has not been something in it that I could 
pick out and find objection to. But I may say to all those 
who have followed these efforts through all these years to 
bring about effective legislation to settle this matter and put 
it behind us, that to vote for this conference report is the 
only hope that the American people have for a solution of 
this problem. 

Now, Mr. Speaker, I move the previous question on the 
motion to agree to the conference report. 

The previous question was ordered. 

The SPEAKER. The question is on the adoption of the 
conference report. 

Mr. SNELL. Mr. Speaker, on the adoption of the report 
I ask for the yeas and nays. 

The yeas and nays were ordered. 

The question was taken; and there were—yeas 258, nays 
112, answered “ present” 1, not voting 60, as follows: 


[Roll No. 42] 
YEAS—258 
Dies Keller Reece 
Adams Dingell Kelly, Pa. Reilly 
Allgood Disney Kemp Richards 
Almon Dobbins Kennedy, Md. Richardson 
Arens Dockweller Kennedy. N.Y. Robertson 
Aut der Heide Doughton Kloeb Robinson 
Ayers, Mont Douglass Kniffin Rogers, N.H. 
Ayres, Kans Doxey Kramer Rogers, Okla 
Bailey Drewry Lamneck Rudd 
Bankhead Duffey Lanham Rufin 
Biermann Duncan, Mo. Lanzetta Sadowski 
Black Dunn Larrabee Sanders 
Bland Durgan, Ind, Lea, Calif, Sandlin 
Bloom Eagle Lehr Schulte 
Boileau Eicher Lemke Scrugham 
Boland Ellzey, Miss. Lesinski Sears 
Boylan Faddis Lewis, Md. Secrest 
Brown, Ky. Farley Lindsay Shallenberger 
Brown, Mich. dez Lloyå Sinclair 
Brunner Lozier Sisson 
Buchanan Fitzgibbons Lundeen Smith, Va. 
Buck Fitzpatrick McClintic Smith, Wash. 
Bulwinkle McCormack Smith, W.Va. 
Burch Fletcher McFarlane Snyder 
Burke, Nebr. Ford McGrath Somers, N.Y. 
Busby Foulkes McKeown 
Byrns Fuller McMillan 
Cady Fulmer McReynolds Strong, Tex. 
Caldwell Gambrill McSwain bbs 
Cannon, Mo. Gasque Maloney, La. Studley 
Cannon, Wis. Gilchrist Mansfield Swank 
Gillespie Marland Sweeney 
Carpenter, Kans. Gillette Martin, Colo. Tarver 
Carpenter, Nebr. Glover Martin, Oreg. Taylor, Tenn 
Cartwright Goldsborough May 
Cary Granñeld Miller Thomason, Tex 
Castellow Gray Truax 
Celler Green Monaghan Turner 
Chapman Greenwood Umstead 
Chase regory Murdock Vinson, Ga. 
Chavez Griswold Musselwhite Vinson, Ky. 
Church Haines Nesbit Wallgren 
Cochran, Mo. Hamilton Norton Walter 
Coffin Hancock, N.C O'Connell Warren 
Colden Harter O'Connor Wearin 
Cole Hastings O'Malley Weaver 
Collins, Miss. Healey Oliver, Ala. Weideman 
Colmer Henney Oliver, N.Y, Welch 
Condon Hildebrandt Owen Werner 
Cooper, Tenn. Hill, Ala. Palmisano West, Ohio 
Hill, Knute Parker, Ga. West, Tex. 
Cox Hill, Samuel B Parks White 
Cravens Hoeppel Patman Whi 
Crosby Hoidale Peavey Wilcox 
Cross Howard Peterson Wilford 
Crosser Huddleston Pettengill Wilson 
Crowe Hughes Pierce Withrow 
Crump Imhoff Polk Wood, Ga. 
Cullen Jacobsen Pou Wood, Mo. 
Darden Jeffers Ragon Woodrum 
Dear Johnson, Minn. Ramsay Young 
Deen Johnson, Okla. Ramspeck Zioncheck 
Delaney Johnson, Tex Randolph The Speaker 
DeRouen Johnson, W.Va. Rankin 
Dickinson Jones Rayburn 
NAYS—112 
Adair Brennan Cooper, Ohio Englebright 
Allen Britten Crowther Fish 
Andrew, Mass, Brumm Culkin Focht 
Arnold Burnham Darrow Foss 
Bacon Carter, Calif, De Priest Frear 
Bakewell Cavicchia Dirksen Gibson 
Beam Christianson Ditter Goodwin 
Beck Clarke, N.Y Dondero Goss 
Blanchard Cochran, Pa. Eaton Guyer 
Blanton Connery Edmonds Hancock, N. T. 
Connolly Ekse, Calif. Hartley 
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Hess Luce Parker, N.Y. Taber 
Higgins Ludlow Parsons Taylor, S. O 
Hollister Peyser 
Holmes McFadden Powers Thompson, Il. 
Hooper McGugin Ransley 
Hope —— Rich Tobey 
ames oney, Conn. Rogers, Mass. 

Jenkins Mapes Sabath 3 

Marshall Schaefer Turpin 
Kelly, Il. Martin, Mass Schuetz Utterback 

Meeks Seger Wadsworth 
Kleberg Merritt Simpson Watson 
Knutson Millard Snell Whitley 
Kocialkowski Montet Stokes Wigglesworth 
Kurtz rite Etong, Pa. Wolcott 

utphin Wolfenden 
Lambeth O'Brien Swick Wolverton 
ANSWERED “ PRESENT ”"—1 
Beedy 
NOT VOTING—60 

Andrews, N.Y. Dickstein Kopplemann Reed, N.Y. 

Doutrich Kvale Reid, III 
Beiter Dowell Lee, Mo. Romjue 
Berlin Driver Lehlbach Shannon 
Bolton Evans Lewis, Colo 
Brooks Gavagan McDuffie Strovich 

Gifford McLean Stalker 
Buckbee Griffin Major Sullivan 
Burke, Calif, Harlan Mead Sumners, Tex. 
Carley Hart Taylor, Colo 
Carter, Wyo. Hornor Montague Thurston 
Claiborne Jenckes Moynihan Underwood 
Ciark, N.C. Kee Muldowney Waldron 
Collins, Calif. Perkins Williams 

Kerr Prall Woodruff 


So the conference report was agreed to. 

The SPEAKER. The Clerk will call my name. 

The Clerk called the name of Mr. Ramey, and he an- 
swered “aye”, as above recorded. 

The following pairs were announced: 

On the vote: 
Sullivan (for) with Mr. Bacharach (against). 
Hornor (for) with Mr. Lehlbach (against). 
Beiter (for) with Mr. Buckbee (against). 
Woodruff (for) with Mr. Waldron (against). 
Brooks (for) with Mr. Carter of Wyoming (against). 
Williams (for) with Mr. Muldowney (against). 
Browning (for) with Mr. Bolton (against). 
Driver (for) with Mr. Evans (against). 
Berlin (for) with Mr. Doutrich (against). 
Lee of Missouri (for) with Mr. McLean ( ). 
Carley (for) with Mr. Andrews of New York (against), 
Harlan (for) with Mr. Perkins (against). 
Dickstein (for) with Mr. Stalker (against). 
282 (for) with Mr. Moynihan (against). 

Prall (for) with Mr. Reed of New York (against). 

Until further notice: 


. Sumners of Texas with Mr. Gifford. 

Taylor of Colorado with Mr. Collins of California. 

Kenney with Mr. Dowell. 

Mead with Mr. Reid of Illinois. 

Underwood with Mr. Thurston. 

Gavagan with Mr. Shoemaker. 

Kerr with Mr. Kvale. 

Griffin with Mr. Lewis of Colorado, 

Romjue with Mr. Kee. 

Major with Mrs. Jenckes. 

Montague with Mr. Burke of California. 

Shannon with Mr. Kopplemann. 

Sirovich with Mr. Claiborne. 

Hart with Mr. Cummings. 
The result of the vote was announced as above recorded. 
On motion of Mr. McSwars, a motion to reconsider the 

vote whereby the conference report was agreed to was laid 


on the table. 
MUSCLE SHOALS—EXTENSION OF REMARKS 


Mr. McSWAIN. Mr. Speaker, I ask unanimous consent 
that all Members have 5 legislative days in which to extend 
their own remarks on the conference report. 

The SPEAKER. Is there objection to the request of the 
gentleman from South Carolina? 

There was no objection. 

Mr. FREAR. Mr. Speaker, under permission given by the 
House, I am stating certain facts that may not be generally 
known regarding the Muscle Shoals bill passed by the House. 
Older Members may recollect that in 1914 the river and 
harbor bill provided for an appropriation of $18,750,000, as 
I now remember the amounts, for the Muscle Shoals canal 
and river improvement then proposed. Believing it to be 
an unwarranted appropriation, and although unanimously 
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reported by the committee, that item was opposed and 
eventually stricken from the bill. 

It later appeared in the military bill in the form of a pro- 
posal recommended by the Army engineers in a report for 
production of nitrates to be embodied in the military bill 
then before the House. Although unanimously reported by 
that committee, the proposition, with the consent of the 
chairman of the committee, and the amount named in the 
engineers’ report, if I now remember it correctly, of $20,- 
000,000 was stricken from the military bill. Alabama and 
Tennessee have naturally been anxious for this development 
by the Federal Government. 

During the war the Muscle Shoals proposal for the manu- 
facture of nitrates and national defense was undertaken by 
the President, with the support of Congress, and the various 
dams and water-power machinery then constructed for the 
alleged purpose of manufacturing nitrates and power for 
general use of industries. The long series of negotiations, 
bills introduced and sometimes passed, are familiar to those 
who were actively engaged in seeking to make some profit- 
able use of the improvements placed by the Government 
upon the Tennessee River at Muscle Shoals. This is all past 
history but is of interest leading up to the bill in which the 
conference report has been agreed to today. 

I have been in favor of utilizing the water power and have 
sought to vote for the proposals embodied in what is known 
as the Norris bill. It has been stated to me by a leading 
member of the Military Affairs Committee that under the 
terms of the present bill the original purpose of manufactur- 
ing fertilizer for agricultural use and nitrates for national 
defense has been practically abandoned, especially due to 
doubtful value of the water power for manufacturing ni- 
trates. It is claimed for the bill that it will authorize the 
use of the plant now at Muscle Shoals for manufacture of 
electric power and through that means will be of value for 
the development of the valley of the Tennessee. 

The proposed expenditures by the Federal Government 
have been estimated at anywhere from $100,000,000 to sev- 
eral times that amount, to be borne by general taxation of 
the 48 States, and the success of the venture is more or less 
problematical, according to those who have carefully studied 
and been associated with its legislation. I am in favor of 
the Government’s utilizing the proposal, even though it takes 
from the picture the fertilizer proposition heretofore orig- 
inally offered in its favor and also the manufacture of 
nitrates so strenuously demanded for national defense. In 
other words, it has been an elephant on the Government’s 
hands for which the people of Alabama have been insistent 
and should be disposed of for the best interests of the people 
of the whole country as well as for the States where located. 

Bearing in mind it has been urged for the development 
of the Tennessee Valley and that large expenditures will be 
made by the Government, including moneys for the con- 
demnation of lands usually costing the Government the high- 
est price paid, far beyond any market sales, according to ex- 
perience, to my mind there should be no further contribu- 
tion or expenditures made or expected from the Government. 

The proposal that the Government should make continued 
contributions to the States of Alabama and Tennessee under 
section 13 of the act is abhorrent to every fair-minded tax- 
payer, because it means that, in addition to the expendi- 
ture of hundreds of millions of dollars for dams, power 
houses, machinery, and so forth, the Government is to 
pay for the privilege of developing power for use of resi- 
dents of Tennessee and Alabama. That this construction 
was placed upon section 13 of the bill is certain from the 
fact that the House conferees struck from the Senate bill 
that provision on the theory that 46 of the 48 States would 
be taxed unfairly for these developments in addition to the 
money expended on the plant and other activities. The 
House conferees have stated on the floor that section 13 
was insisted upon by the Senate conferees and that, in ad- 
dition to large amounts certain to be expended upon this 
enormous plant for the generation of power, and apparently 
for that alone, a further amount of— 
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Five percent of the gross proceeds received by the board for 
the sale of power generated at Dam No, 2, or from the steam plant 
located in that vicinity, or from any other steam plant hereafter 
constructed in the State of Alabama, shall be paid to the State 
of Alabama; and 5 percent of the gross proceeds from the sale of 
power generated at Cove Creek Dam, hereinafter provided for, or 
any other dam or steam plant located in the State of Tennessee, 
shall be paid to the State of Tennessee. Upon completion of said 
Cove Creek Dam the board shall ascertain how much excess power 
is thereby generated at Dam No. 2 and any other dam hereafter 
constructed by the Government of the United States on the Ten- 
nessee River, in the State of Alabama, or in the State of Tennes- 
see, and from the gross proceeds of the sale of such excess power 
2% percent shall be paid to the State of Alabama and 2%4 percent 
to the State of Tennessee. These provisions shall apply to any 
other dam that may hereafter be constructed and controlled and 
operated by the board on the Tennessee River or any of its tribu- 
taries, the main purpose of which is to control flood waters and 
where the development of electric power is only incidental in the 
operation of such fiood-control dam. 

This provision, rejected by the House committee but in- 
sisted upon by the Senate committee, if correctly understood, 
is grossly unjust to the Federal Government and cannot be 
defended. 

In debate it was admitted, while the conferees’ report was 
being discussed, that the Alabama Power Co., a private cor- 
poration, under the statutes of the State of Alabama, was 
originally given power to condemn private property for its 
own use in addition, as I stated from recollection, the prop- 
erty condemned was for a period of 10 years, to be used by 
the Alabama Power Co. without payment of any taxes to the 
States in which located. This was a legislative act of the 
Alabama State Legislature. It was admitted in discussion 
that the law read substantially as I stated, but it had been 
repealed, presumably because the Alabama Power Co. had 
secured all its needed land and the period of 10 years since 
condemnation had long since expired. 

The proposal to require the Federal Government as an 
initial proposition to provide a tremendous power plant free 
of expense to the people of Alabama and Tennessee and in 
addition require a 5 percent gross-earnings tax to be paid to 
these States beginning from the time the power is sold 
whether for flood purposes or any other improvements bene- 
ficial to the locality, is beyond understanding and cannot be 
defended excepting by might of the tremendous voting power 
which the majority have exercised in the agreement to the 
conferees’ report. 

I repeat I would have favored the passage of the bill with- 
out section 13, which has been set forth because it seems 
to be the only method of utilizing the property now owned 
by the Federal Government; but I cannot bring myself to 
vote for that provision of 5 percent gross earnings given to 
the States that ought to have been eliminated. It was sug- 
gested that the bill be sent back to conference with a change 
in section 13 to provide that only 5 percent of the net earn- 
ings be given to the two States, supposedly in lieu of taxes. 
This was far more than was ever asked for from the private 
Alabama Power Co.; but as the law now reads, no matter 
what losses are suffered by the Federal Government from 
the operation of this plant, the Government will, as a part 
of such loss, contribute 5 percent of its gross earnings toward 
the upkeep of the States of Tennessee and Alabama. No- 
where, I submit, in all legislative history in any State nor 
with the Federal Government can be found a provision equal 
to this. 

It has been said in defense that the board of three mem- 
bers would see that the matter was fairly conducted, what- 
ever that may be; and it is for that reason the statement 
appearing on page 19 of the conference report is of especial 
interest, because it provides as follows: 

With such a responsibility upon the President in choosing the 
Tight men, and with such a responsibility resting upon the con- 
sciences of the men thus chosen, we cannot believe that there 
will be failure. When the race advances, it must do so along the 
road of faith in ourselves and our fellows. The members of the 


board are given the term of 9 years so there may be consistency 
and continuity in the policies of the Authority. 


It is hard to understand how any legislators writing in 
the words “responsibility resting upon the consciences of 
the men thus chosen” could have also written that their 
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term of office should last 9 years, so that it would exceed by 
any possible mishap the allotted 8-year term in which a 
President, if reelected, would serve. In other words, it has 
been contended that such board would be practically per- 
manent for many years; and acting under this provision of 
the law, the remaining 46 States interested in the conduct 
of the Muscle Sheals proposition will be helpless to interfere 
or modify conditions here placed in the bill. 

I voted to send the bill to the Senate, but the provision 
has been written in giving 5 percent of the gross earnings 
to the two States and is abhorrent to every business sense. 
It should have been stricken from the conferees’ report 
before its passage by the House. 

Mr. CARPENTER of Nebraska. Mr. Speaker and Mem- 
bers, when the Power Trust rears its ugly head party lines 
are forgotten. Even the wishes of the President are cast 
aside while greed stalks through these halls. There is every 
evidence here today that power-company venom has been 
spread until its poison has affected far too great a number of 
men here who should be thinking more of the masses of 
people and less of the welfare of utility corporations. 

In my opinion, the greatest name written in the RECORD 
today is that of Senator Grorce W. Norris, of Nebraska, 
the man who drafted the major portion of this bill. His 
long fight against special privilege, and for the people, has 
brought down upon his graying head the wrath and male- 
dictions of the Power Trust. Although he has been vindi- 
cated hundreds of times, there still are some who will make 
remarks of rankest disparagement against him. Some of 
those remarks haye been made here today. But where the 
most of us have given this proposal only a cursory glance, 
Senator Norris has devoted years of study to it. 

Perhaps the people of Nebraska will get no direct benefit 
from Muscle Shoals and its development. It may be granted 
even that Nebraska people will be charged a trifling sum 
to help develop Muscle Shoals. But do not for one moment 
believe that there are more than a handful of citizens of 
that State who begrudge the cost of Muscle Shoals. For 
many, many years we have sent Grorcz W. Norris to the 
House and to the Senate because he has been right a thou- 
sand times against being wrong one time. When Senator 
Norris says this proposition is good, the people of Nebraska 
know it is good. The opposition to this bill comes directly 
from the Power Trust which Senator Norris has fought so 
many years. Those who vote against this bill today are 
tools of the Power Trust, though unwittingly in some cases. 

The part I played in this legislation was small. On this 
floor I objected to the McSwain-Hill bill because I wanted 
the Norris bill. I finally went to the White House to learn 
which of the measures the President favored. I was in- 
formed there that Mr. Roosevelt preferred the Norris bill. 
My objection did no more than delay consideration of the 
measure for a few days, but in that time the President asked 
for action. The President called the House committee and 
Mr. Norris to the White House, and, as you know, in- 
structed the conferees to bring out the Norris bill. My peo- 
ple sent me to Congress to assist Senator Norris when he 
needed help. I did it and am proud that I did. 

Indirectly the passage of the Muscle Shoals bill will mate- 
rially aid Nebraska and every State in the Union. In our 
State we have power sites on rivers, and we want to develop 
those sites. The defeat of the power trust at Muscle Shoals 
will give us renewed courage to go forward with our own 
proposals in Nebraska. Our people are in a hand-to-hand 
struggle with the power-trust octopus. The hold it has 
upon us must be broken. The House of Representatives 
today should courageously put to rout the battalion of 
lobbyists and power-company representatives who have in- 
fested the Capitol for weeks while this legislation has been 
considered. If this Congress keeps its good name, it must 
decisively defeat the power interests by voting 100 percent 
for the Norris Muscle Shoals bill. 

Mr. LUDLOW. Mr. Speaker, there is one reason, and one 
only, why I cannot vote for the adoption of this conference 
report on the Muscle Shoals bill in its present form. I shall 
never vote to perpetrate a wrong, if I know it, and in my 
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judgment this conference agreement unjustifiably and in- 
defensibly wrongs the taxpayers of the United States when 
it obligates, as a gift to the States of Alabama and Tennes- 
see, 5 percent of the gross proceeds from the sale of power 
developed within their State borders. 

What possible excuse is there for this favoritism? We 
are told that Tennessee and Alabama will be made to 
blossom as the rose with the money that will be poured 
from Uncle Sam’s cornucopia into this great development 
enterprise. The gentleman from Tennessee [Mr. TAYLOR] 
recently drew upon his prophetic vision and told the House 
of Representatives that it will establish another “ Garden of 
Eden” in Tennessee. Equally roseate prophecies have been 
made as to what it will do for Alabama. 

As the gentleman from Texas [Mr. BLANTON] has so well 
said today, this project will be a great bonanza for both 
Tennessee and Alabama. It requires no gift of vaticination 
to foresee that both Commonwealths will be enormously en- 
riched. Property holdings for hundreds of miles around 
will soar in value, and factories will spring up, population 
will thicken, dwellings will be erected, and the stimulus given 
to property values will tremendously increase the tax dupli- 
cates and will swell the revenues that will pour into the 
treasuries of Tennessee and Alabama by reason of increased 
taxation. 

Why, in the name of heaven, on top of all of these bene- 
fits should we give to the States of Tennessee and Alabama 
5 percent of the gross proceeds from the sale of power? If 
this gift were changed from “gross proceeds” to “net 
profits ” it would be bad enough, but a Santa Claus offering 
to those States of 5 percent of the gross proceeds is unthink- 
able. In my opinion it cannot be defended on any basis 
of reason or justice and I cannot understand how such an 
unjust provision ever got into the bill. 

We must remember that the money of all of the taxpayers 
of the United States is invested in this “white elephant we 
call Muscle Shoals, and any favoritism shown to Tennessee 
and Alabama is at the expense of the taxpayers of Indiana, 
whom I in part represent, and the taxpayers of 45 other 
States, and I am not willing that the taxpayers of my State 
and the taxpayers of the Nation shall be penalized by this 
grant of special privilege, which is so foreign to the philoso- 
phy and teachings of the great patron saint, Thomas Jeffer- 
son, to whom we on this side of the Chamber profess 
allegiance. 

In less than 2 hours this bill could be recommitted and 
the wrong could be taken out of it. If, and when, that 
is done I shall vote for the conference agreement. If the 
Senate understands that the House is in grim earnest in its 
opposition to bestowing this favoritism on two fair-haired 
States it will yield and there will be no danger that the bill 
will fail. I voted for the Muscle Shoals bill on its passage 
through the House, because it is a part of the program of 
our great President, whose genius is bringing about better 
times in this country, but the wrong that has since been 
injected into it must be eliminated before I will vote for the 
adoption of the conference report and I believe that if the 
bill reaches the President in its present form he should 
veto it and send it back here to be corrected in accordance 
with principles of justice. 

Mr. GRAY. Mr. Speaker and Members of the House, 
this bill is not a perfect bill. No bill can be expected to be 
perfect and complete. All legislation is a compromise. But 
it is the best bill that can be secured at this time and I so 
will give my support. 

It establishes the principle and policy of the conservation 
of natural resources for the use and service of the people. 
I will vote for the bill because I believe that the earth was 
created for all the people and not for a certain special few: 
that every child born into the earth inherits a part of it 
which it takes by a higher and superior title, with the right 
of habitation, with the right to live upon the earth, the right 
to labor to live, and the right to take and enjoy the fruits 
of that labor; the right of every man to enjoy the earth and 
the fullness thereof for his own support and those who by 
nature are dependent upon him. 
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I believe that the water power, the power of the elements, 
and the natural energies of the earth a~e a part of the great 
natural inheritance which men take with this right of habi- 
tation upon the earth and it is the duty of governments, 
public agencies, and the exercise of the sovereign power of 
the people to conserve that natural inheritance to the use 
and benefit of all the people. 

This bill establishes the principle and declares the policy 
that will make every rippling rivulet, every murmuring 
stream, every onward-flowing current of water, every moun- 
tain torrent, and every swelling tide of the sea a force, 
power, and factor to work and serve the wants, comforts, 
conveniences, welfare, and happiness of men, while enduring 
their sojourn here, and going to make the earth a Canaan 
of plenty and great abundance and a paradise of dazzling 
splendor and glory as an abiding place for men. 


RULES COMMITTEE 


Mr. O'CONNOR. Mr. Speaker, I ask unanimous consent 
that the Rules Committee may have until midnight to file 
certain reports. 

The SPEAKER. Is there objection? 

Mr. BLANTON. Reserving the right to object, can the 
gentleman give any idea as to the subject matter of those 
reports? 

Mr. O'CONNOR. It is expected that the committee may 
report on the so-called Celler resolution”, against which 
a point of order was successfully made yesterday. 

Mr. BLANTON. I made the point of order that stopped 
it yesterday. I think the House should have plenty of time 
to thoroughly inform itself about that resolution before the 
Rules Committee forces us to debate it under a special rule. 
Iam against it on its merits and want plenty of time to con- 
sider that matter, and I object. 

Mr. O'CONNOR. Would the gentleman object to the 
committee’s reporting before midnight on another resolution 
from the Committee on Foreign Affairs? 

Mr. BLANTON. There is no junket in that, is there? 

Mr. O'CONNOR. I am not so sure about that. [Laughter.] 

Mr. BLANTON. Is that the resolution which our good 
friend SoL BLoom wants passed, that proposes to spend the 
substantial sum of $48,500 for an agricultural conference in 
Rome, Italy? 

Mr. O’CONNOR. I think that is the exact amount. 

Mr. BLANTON. Mr. Speaker, I warned the House about 
this $48,500 junket to Rome, Italy, when I spoke against it 
on April 12, 1933 (p. 1597), and I discussed it again last 
Friday (p. 3355), when we defeated the $250,000 Sirovich 
resolution. The farmers of the United States do not want 
any agricultural institute held in Rome, Italy, especially 
when it is to cost them $48,500. Therefore I object. 


PROTECTION OF GOVERNMENT RECORDS 


Mr. McKEOWN. Mr. Speaker, I ask unanimous consent 
to take from the Speaker’s table the bill (H.R. 4220) for the 
protection of Government records, disagree to the Senate 
amendments, and ask for a conference. 

The SPEAKER. Is there objection? 

There was no objection; and the Speaker appointed as 
conferees on the part of the House Mr. McKeown, Mr. 
CELLER, and Mr. KURTZ. 

TAXES FOR PUBLIC WORKS 


Mr. STOKES. Mr. Speaker, I ask unanimous consent to 
extend my remarks in the Recorp and include therein an 
editorial from the Washington Post. 

The SPEAKER. Is there objection? 

There was no objection. 


Mr. STOKES. Mr. Speaker, I ask permission to have pub- 
lished in the Recorp an editorial of today’s Washington 
Post, recommending that the money for the proposed pro- 
gram of public works be raised from taxes, such as a sales 
tax, rather than by an additional issue of Government 
bonds. I approve this suggestion and urge that the Presi- 
dent and his advisers consider it very carefully. It is as 
follows: 
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is face to face with the issue of raising taxes to make 
feasible a gigantic bond issue for public works. Apparently the 
administration is determined to go forward with this program in 
the hope that it may create a demand for commodities and furnish 
work for part of the army of unemployed. The result will be an 
increase in the debts of the Government and the States and 
municipalities that borrow money from Uncle Sam to spend on 
improvements. 

This prospective increase in the Federal debt cannot be re- 
garded without apprehension. If this program of spending is car- 
ried out, the national debt will again approach the high figure it 
reached shortly after the war. Nearly all of the $10,000,000,000 
which the American people spent for debt amortization from 1919 
to 1929 will be wiped out in an effort to substitute governmental 
activity for private enterprise. Congress ought to consider with 
the utmost care the disadvantages of another great increase of the 
debts of taxpayers while contemplating the benefits that may 
result from the expenditure of so much money. 

Since the Government is determined to carry out a public-works 
program, why should it not use the taxing power to raise the 
necessary revenue, instead of creating another heavy burden of 
debt? A sales tax of 2 or 3 percent would raise money for all the 
public works that the Government can afford to undertake in the 
present circumstances. Such a plan would avoid extravagant 
spending and would not put a strain upon the Government's 
credit. Business could then be given the assurance that as soon 
as conditions are improved the sales levy would be repealed. 
Under the bonding scheme, whatever special tax might be adopted 
would weigh upon business for 20 years. 

There is ground for the belief that conditions are improving, and 
that business is finding a balance on which it can go forward. 
Extreme caution is needed to avoid weakening confidence again. 
Business will not be encouraged by a large bond issue while the 
Budget remains out of balance. The greatest need is for more 
business, more industrial activity, and less Government spending. 

A moderate public-works program to be financed from a special 
sales tax would not end the depression, but it would allow the 
Government to build up the Navy to treaty strength and to push 
forward other projects of a practical nature. It would avoid fur- 
ther increases in the debt and preserve the Government's credit on 
a sound basis. The capital which the administration is trying to 
make available for private industry would not be absorbed for 
governmental use. Congress might well consider this plan as an 
alternative to that of increasing the debt which would make extra 
taxation necessary to take care of interest. 

M. Flandin, a former French Minister of Commerce, re- 
cently said regarding state loans for public works: 

How are the loans to be raised; at what rate of interest; and 
what would be the repercussions? The budget would have to be 
balanced, or people would not invest. The rate of interest would 
be raised by the large demand and the government would be 
unable to borrow cheaply. The banks would advance only for 
short periods, and if money were borrowed for long periods the 
public would want higher rates of interest. High rates of in- 
terest on public loans would burden the budget for many years 
to come. If the works proposed were nonproductive there would 
be a heavy burden on finance, and if they were productive prices 
would fall. The world will not get out of the present crisis by 
creating fictitious means of payment for the disposal of the 
realities of indebtedness, We must cease to believe in monetary 
miracles, 

He was afraid of large schemes of indefinite extent, and 
preferred to keep nearer to the earth and to economic 
realities. A 

He spoke of Mr. Keynes’ proposal to increase the demand 
for goods by creating more money. In his opinion it was not 
a question of the amount of money, but it was the rapidity 
with which it circulated that would bring prosperity. 


REEMPLOYMENT AND PUBLIC CONSTRUCTION (H.DOC. NO. 37) 


The SPEAKER laid before the House the following mes- 
sage from the President of the United States, which was 
read by the Clerk, referred to the Ways and Means Com- 
mittee, and ordered printed: 


To the Congress: 

Before the special session of the Congress adjourns, I 
recommend two further steps in our national campaign to 
put people to work. 

I 

My first request is that the Congress provide for the 
machinery necessary for a great cooperative movement 
throughout all industry in order to obtain wide reemploy- 
ment, to shorten the working week, to pay a decent wage 
for the shorter week, and to prevent unfair competition and 
disastrous overproduction. 

Employers cannot do this singly or even in organized 
groups, because such action increases costs and thus per- 
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mits cut-throat underselling by selfish competitors unwilling 
to join in such a public-spirited endeavor. 

One of the great restrictions upon such cooperative efforts 
up to this time has been our antitrust laws. They were 
properly designed as the means to cure the great evils of 
monopolistic price fixing. They should certainly be retained 
as a permanent assurance that the old evils of unfair com- 
petition shall never return. But the public interest will be 
served if, with the authority and under the guidance of 
Government, private industries are permitted to make 
agreements and codes insuring fair competition. However, 
it is necessary, if we thus limit the operation of antitrust 
laws to their original purpose, to provide a rigorous licensing 
power in order to meet rare cases of noncooperation and 
abuse. Such a safeguard is indispensable. 

IL 

The other proposal gives the Executive full power to start 
a large program of direct employment. A careful survey 
convinces me that approximately $3,300,000,000 can be in- 
vested in useful and necessary public construction and at 
the same time put,the largest possible number of people to 
work. 

Provision should be made to permit States, counties, and 
municipalities to undertake useful public works, subject, 
however, to the most effective possible means of eliminating 
favoritism and wasteful expenditures on unwarranted and 
uneconomic projects. 

We must, by prompt and vigorous action, override unnec- 
essary obstructions which in the past have delayed the start- 
ing of public-works programs. This can be accomplished by 
simple and direct procedure. 

In carrying out this program it is imperative that the 
credit of the United States Government be protected and 
preserved. This means that at the same time we are mak- 
ing these vast emergency expenditures there must be pro- 
vided sufficient revenue to pay interest and amortization on 
the cost and that the revenue so provided must be adequate 
and certain rather than inadequate and speculative. 

Careful estimates indicate that at least $220,000,000 of 
additional revenue will be required to service the contem- 
plated borrowings of the Government. This will of necessity 

involve some form or forms of new taxation. A number of 
suggestions have been made as to the nature of these taxes. 
I do not make a specific recommendation at this time, but I 
hope that the Committee on Ways and Means of the House 
of Representatives will make a careful study of revenue plans 
and be prepared by the beginning of the coming week to 
propose the taxes which they judge to be best adapted to 
meet the present need and which will at the same time be 
least burdensome to our people. At the end of that time if 
no decision has been reached or if the means proposed do 
not seem to be sufficiently adequate or certain, it is my in- 
tention to transmit to the Congress my own recommenda- 
tions in the matter. 

The taxes to be imposed are for the purpose of providing 
reemployment for our citizens. Provisions should be made 
for their reduction or elimination— 

First. As fast as increasing revenues from improving busi- 
ness become available to replace them; 

Second. Whenever the repeal of the eighteenth amend- 
ment, now pending before the States, shall have been ratified 
and the repeal of the Volstead Act effected. The pre- 
prohibition revenue laws would then automatically go into 
effect and yield enough wholly to eliminate these temporary 
reemployment taxes. 

Finally, I stress the fact that all of these proposals are 
based on the gravity of the emergency, and that, therefore, 
it is urgently necessary immediately to initiate a reemploy- 
ment campaign if we are to avoid further hardships, to 
sustain business improvement, and to pass on to better 
things. 

For this reason I urge prompt action on this legislation. 

FRANKLIN D. ROOSEVELT. 

THE WHITE House, May 17, 1933. 


[Applause.] 
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APPOINTMENTS UNDER THE CIVIL SERVICE 


Mr. HASTINGS. Mr. Speaker, the independent offices 
appropriation bill in section 8, paragraph (b), as reported 
to the House by the full House Committee on Appropria- 
tions and as passed by the House, is as follows: 

In making reductions of personnel due regard shall be given 


to the apportionment of appointees as provided in the Civil 
Service Act. 


On May 10 I called attention to this provision in some 
remarks in the House and at that time quoted from the 
third paragraph of section 2 of the act of January 16, 1883, 
as follows: 

Third. Appointments to the public service aforesaid in the de- 
partments at Washington shall be apportioned among the several 


States and Territories and the District of Columbia upon the 
basis of population as ascertained at the last preceding census. 


I also inserted in the Recorp in connection with my re- 
marks a table showing that of the approximate 33,000 Fed- 
eral employees in the District of Columbia the District of 
Columbia, Virginia, Maryland, Iowa, and Vermont had 
16,033, or 14,026 in excess of their quota, and inserted the 
lists showing the number to which each State is entitled 
and the percentage filled by each State. 

The Subcommittee on Appropriations in the preparation 
of paragraph (b), above referred to, called in consultation 
the Civil Service Commission, and the Commission sent as 
its representative before the committee E. C. Babcock, Sec- 
retary of the Civil Service Commission. He was supposed 
to be fair and disinterested and to give the committee un- 
prejudiced and impartial information. He assisted in phras- 
ing paragraph (b) and was questioned about it before the 
subcommittee in executive session. He assisted in phrasing 
a substitute which every newspaper in the city of Wash- 
ington joyfully accepted, commenting in effect that it would 
amount to nothing and that the substitute had no “teeth” 
in it and would not result in giving the States any greater 
proportionate representation if and when reductions are 
made. 

The Civil Service Act of January 16, 1883, directed that 
appointments be made in the Federal service upon the basis 
of population as ascertained by the last census. 

Imagine my surprise this morning when I received the 
following circular signed by this same E. C. Babcock, who is 
secretary of both the Civil Service Commission and Ameri- 
can Federation of Government Employees, which reads as 
follows: 

AMERICAN FEDERATION OF GOVERNMENT EMPLOYEES, 

(AFFILIATED TO THE AMERICAN FEDERATION OF LABOR), 


E. CLAUDE BABCOCK, SECRETARY, 3301 MLrranr Roan NW., 
Washington, D.C., May 16, 1933. 


To Presidents and Secretaries of all Washington, D.C., Lodges, for 
immediate circularization to all members of their lodges: 


IMPORTANT 


Copies to presidents of field lodges for information. 

In spite of tone of my general memorandum of Saturday, there 
is grave need to “step in” on the apportionment matter. 

The situation is far from being as favorable as I had hoped. 

Read the Washington Star editorial of today. Write a note to 
the Star thanking for editorial and for help, and for the general 
attitude of Mr. Fox, who is responsible. 

Congressman Hastincs, of Oklahoma, took floor today and 
stormily favored apportionment provision as “ teeth.” 

Chairman BUCHANAN, of Appropriations Committee, and Con- 
gressman Wooprum are for a fair deal on this particular question, 
although Mr. Bucha Nax advocates deep reductions in personnel. 

Government employees have already felt the “teeth”, and it 
is about time that the Congressmen did a little clear thinking. 

I advise every Federal employee to write to his Senator in a 
very friendly way that we desire that all separations depend on 
the value of the employee to the Government and not on the acci- 
dent of the place of birth of the employee. 

We are more interested in the maintenance of an honest and 
efficient service than those who desire to pay for political debts 
by jobs. 

The apportionment matter is fundamental, since we must stick 
always to the doctrine that we will never take a step except for 
honest service rendered. 

Fraternajly, 
E. C. Bascock, Secretary. 


Be sure to read the above and then pass on to others. The mes- 
sage is of vital importance to all Federal employees. 
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Lodge No. 17, of the American Federation of Government em- 
ployees, affiliated with the American Federation of Labor, ear- 
nestly solicits your membership. 

Although the payment of membership dues may occasion some 
personal sacrifice on your part, the strength of the efforts in be- 
half of every employee will be increasingly effective as its voice 
becomes representative of a large and ever-increasing number of 
employees. 

Join now and help in the cause of all. 

Sign your name, giving room number, and send to room 1134. 
A representative will call on you. 


Name 
Room no. 

This is an amazing letter. This man Babcock should be 
removed from the position as Secretary of the Civil Service 
Commission at once, because instead of giving the commit- 
tee his unprejudiced and impartial views, this letter dis- 
closes that he is a partisan in an effort to thwart the will of 
the committee and of Congress. 

This letter states: 

Congressman Hastincs, of Oklahoma, took floor today and 
stormily favored apportionment provision as “teeth.” 

This same letter mentions two other members of the com- 
mittee. 

I want to call your attention to the following paragraph 
of the letter, and, mind you, it was written on May 10, the 
day I made some remarks on the floor in support of para- 
graph (b), and it shows how alert E. C. Babcock, secretary 
of the American Federation of Government Employees, was, 
in which he called attention to— 

Government employees have already felt the “teet 
is about time that the Congressmen did a little clear thinking. 

This same man is secretary of the American Federation of 
Government Employees and Secretary of the Civil Service 
Commission. 

Then he advises— 
every Federal employee to write to his Senator in a very friendly 
way that we desire that all separations depend on the value of 
the employee to the Government, and not on the accident of the 
place of birth of the employee. 

No wonder there has been so much propaganda against 
the retention of paragraph (b). As the result of ingenuous 
criticisms, we read in the press that the Senate committee 
has amended the language so that it is satisfactory to the 


and it 


Federal employees and, of course, to Mr. Babcock, and no 
doubt upon the recommendation of Mr. Babcock. 

Every Federal employee is warned of the impending dan- 
ger of the passage of paragraph (b). This paragraph has 
teeth in it. It will result, if enacted, in retaining employees 
from those States which do not have to have their quota 
reduced. 

Since I have been in Congress it has never been brought 
to my attention where any Government employee, when 
asked to appear before the committee to give the committee 
the benefit of his judgment, immediately attempts to thwart 
the will of the full committee and the House. 

Babcock has no place in the Government service and 
should be dismissed before sundown. He was supposed to 
be an impartial witness before the committee. This circu- 
lar indicates that he is the most biased and partisan witness 
that ever appeared before a committee of which I am a 
member. 

For the benefit of the committee and with the permission 
of the House I am reinserting the table which I placed in 
the Recorp on May 10 and am introducing a resolution 
authorizing the Civil Service Committee to investigate the 
administration of the act of January 16, 1883, and to report 
the result of the findings of the committee to the House. 


Figures based on United States Civil Service Commission’s late 
report on condition of the apportionment, 1933 


QUOTAS IN EXCESS 


District of Columbia 10, 644 
NIRA ae ee ee 1.614 
6 1,668 
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M 
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Figures based on United States Civil Service Com-nission’s late 
report on condition of the apportionment, 1933—Continued 


States 


Delaware. 


New Hampshire. FTT 


Percent 


States filled 


Entitled |Received In arrears 


Washington 


North Carolina 
183 


E see BSaeSeoyEsnes 


BSSSSSRASSARAAASSRSRSASSLSSSLSSSRSSKASSRSNNBRES 


I call your attention to the fact that Virginia is entitled to 
659 and has 2,273, or an excess of 1,614 appointments. 
Maryland is entitled to 444 and has received 2,112, or an 
excess of 1,668. 

Examining the other States, I invite attention to the fact 
that Texas is entitled to 1,584, has received 433, and is in 
arrears 1,151, or has received only 27 per cent of her quota. 
My State of Oklahoma is entitled to 651, has received 196, 
and is in arrears 455, or has only 30 per cent of her quota. 

Members of the House may examine the list and ascertain 
for themselves the discrimination against their respective 
States. 

The resolution is as follows: 

Resolution 


Resolved, That for the purpose of obtaining information neces- 
sary as a basis for legislation the Committee on Civil Service, 
as a whole or by subcommittee, is authorized to investigate the 
Civil Service Commission, the heads of all of the departments, 
commissions, and independent offices, to determine whether the 
third paragraph of section 2 of the act of January 16, 1883, being 
an act to regulate and improve the Civil Service of the United 
States, as follows: “Third. Appointments to the public service 
aforesaid in the departments at Washington shall be apportioned 
among the several States and Territories and the District of 
Columbia upon the basis of population as ascertained at the last 
preceding census” has been enforced and whether each State has 
its quota of Federal employees in the District of Columbia in the 
several departments, commissions or independent offices as re- 
quired by said act. 
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The committee shall report to the House the results of its in- 
vestigation, including such recommendation for legislation as it 
deems advisable. 

The committee, or any subcommittee thereof, is authorized to 
hold such hearings, to require the attendance of such witnesses 
and the production of such books, papers, and documents, and to 
take such testimony and report its recommendations to the House. 

Mr. WEIDEMAN. Mr. Speaker, will the gentleman yield? 

Mr. HASTINGS. Yes; I yield. 

Mr. WEIDEMAN. Is not that ground for removal of that 
official? 

Mr. HASTINGS. In my judgment this man ought to be 
removed before the sun goes down. [Applause.] 

Mr. LOZIER. Is the gentleman or any Member of this 
House surprised at this action, when for 20 years the Civil 
Service Commission has trampled under foot the reappor- 
tionment provision and has refused to give it force and 
virility? 

Mr. HASTINGS. That is not only true but it has been 
done for 50 years, because the original act was passed Janu- 
ary 16, 1883. 

Mr. Speaker, I ask unanimous consent to insert this letter 
as a part of my remarks, and, second, to insert a list of the 
quotas by States, and the percentage that each State has. 
Also I have introduced a resolution asking the Civil Service 
Committee of the House to make a thorough investigation. 
It does not require the expenditure of any money; and if 
the resolution is passed, I am sure that we will get all the 
facts and get definite results. [Applause.] 

The SPEAKER. Is there objection to the request of the 
gentleman from Oklahoma? 

Mr. BLANTON. Mr. Speaker, I reserve the right to object 
merely for the purpose of giving me an opportunity of asking 
my friend from Oklahoma whether or not he noticed in the 
Washington Herald this morning the editorial headed “ The 
Senate to the Rescue ”, in which this paper asserts, in effect, 
that the people of the District of Columbia can always have 
confidence in the United States Senate doing what they 
want done. The most amusing part of this editorial was 
the statement that the Senate has “ superior enlightenment ”, 
and that it stands between the Washington people and the 
“ narrow-minded, vindictive House of Representatives.” And 
respecting the salutary provision which the House placed in 
the bill to protect the other 46 States in their being denied 
their respective quotas of Civil Service employees, in order 
that the States of Virginia and Maryland and the city of 
Washington could gobble up practically all such appoint- 
ments, the Herald said the subcommittee of the Senate 
Appropriations Committee “eliminated this unwise provi- 
sion.” I hope the gentleman will insert this editorial in his 
speech. 

Mr. HASTINGS. They seem to be very happy about the 
report of the Senate amendment, and if the gentleman will 
give me the press report, with the permission of the House, 
I shall be glad to include it as a part of my remarks. 

Mr. BLANTON. I shall be glad to have him do that, so 
that the Members of the House will know in advance what 
is being done to them somewhere else. 

The SPEAKER. Is there objection? 

Mr. McCORMACK. Mr. Speaker, I reserve the right to 
object in order to advise my friend, the Chairman of the 
Committee on Civil Service, when he is making the investiga- 
tion, to also investigate the reasons why the Civil Service 
Commission has created a dead line and refused to accept 
applications of men and women above 48 years of age simply 
because of the retirement legislation, which I think is 
absolutely wrong. 

I had a hearing before the Civil Service Commission and 
tried to convince them to revoke that rule, that dead line, 
which is so disastrous and which everybody who is reason- 
able and sane condemns, and if there is any investigation, 
that should also be investigated by the Civil Service Commit- 
tee of the House. I hope my distinguished friend will have 
that in mind. 

Mr. JEFFERS. The committee will be glad to hear the 
distinguished gentleman at that time. 

The SPEAKER. Is there objection? 
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Mr. RICH. Reserving the right to object, I want to make 
inquiry of the gentleman from Texas [Mr. BLANTON] as to 
the statements published in newspaper reports, whether that 
is what he is asking to have in the Recozp. If it is news- 
cin reports that he wants included in the Recor, then I 
object. 

Mr. BLANTON. It was an editorial in the Herald this 
morning, asserting in a gloating way that the House action 
had been eliminated by the Senate. 

Mr. RICH. I object to that feature of it. 

Mr. BLANTON. My remarks show what it is anyway, so 
after all, that is probably enough of it to go into the RECORD. 

Mr. PARKS. Mr. Speaker, regular order. 

The SPEAKER. Is there objection to the request of the 
gentleman from Oklahoma [Mr. Hastincs] to extend his 
remarks in the manner indicated? 

There was no objection. 

PERMISSION TO ADDRESS THE HOUSE 

Mr. BUSBY. Mr. Speaker, I ask unanimous consent to 
address the House for 15 minutes. 

The SPEAKER. Is there objection to the request of the 
gentleman from Mississippi? 

Mr. SNELL. Reserving the right to object, Mr. Speaker, 
I should like to ask what the program will be for the balance 
of the afternoon, and if there is any other business to come 
before the House? 

Mr. BYRNS. No. There is no other business that I know of. 

Mr. SNELL. Then we may leave, with that understanding. 

Mr. BYRNS. I should not want the gentleman to leave. 
Laughter. ] 

Mr. BUSBY. The gentleman will miss something if he 
goes now. 

Mr. SNELL. I intend to remain, but others may not care 
to stay. 

The SPEAKER. Is there objection to the request of the 
gentleman from Mississippi [Mr. Bussy]? 

There was no objection. - 

EXPLANATION OF VOTE 


Mr. WOOD of Missouri. Mr. Speaker, I am called home 
on very important business, leaving tomorrow, and will be 
absent probably a week. I want the Recorp to show how 
I would vote on a measure that may come up during my 
absence; that is, the immediate payment of the veterans’ 
adjusted-service certificates. If I were present and that 
measure comes before the House for a vote, I would vote 
“aye” on the measure. 

The SPEAKER. The gentleman from Mississippi [Mr. 
Bussy! is recognized for 15 minutes. 

HAVE WE LAID ANY FOUNDATION FOR FINANCIAL RECOVERY? 


Mr. BUSBY. Mr. Speaker, I am quite certain the ques- 
tion that is uppermost in the minds of a great many Mem- 
bers of the Congress is whether or not the things we have 
done up to now have gotten us anywhere or have placed 
this country on a very much sounder financial basis. 

THE PEOPLE’S MONEY PAY PRIVATE DEBTS 

The Reconstruction Finance Corporation is the agency 
through which the Congress has been operating to issue the 
bonds of the Government, which are first mortgages on the 
future income of the people and their property, as they may 
be taken through the taxing power so as to raise money, 
and with that money pay off private obligations to private 
persons and to put into operation the type of work which 
carries benefits to individuals. For all of these the Govern- 
ment requires the taxpayer to furnish the funds. 

We understand that all bonds issued by the Reconstruc- 
tion Finance Corporation are payable by the people through 
taxation that is to be levied in the future. 

WE BELIEVED WE WERE TO ECONOMIZE 

We started out at the beginning of this session to econo- 
mize. The very first piece of legislation followed an appeal 
to this Congress by the President and leaders to enact stat- 
utes that would insure economy. We overwhelmingly voted 
for that, in good faith, and passed the economy bill on 
the assurance of the gentleman from Alabama [Mr. Mc- 
Dorrie] that economy was the objective to be obtained, and 
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not a move to drop the wounded and disabled ex-service 
men from the benefits they were receiving. That bill re- 
duced the salaries of Congressmen and Senators $1,500 per 
annum. It cut the salaries of all Government employees, 
and as it has been administered it has turned hundreds of 
thousands of persons out of employment and into the streets. 
A great many friends of the veterans, disliking as much as 
they did to support that proposition and give such great 
power into the hands of our President and those under him, 
but believing that economies would be effected, in the name 
of economy supported it. It was not long after that until 
we were called upon to provide a gift to the States of 
$500,000,000, through the Wagner-Lewis bill, that dissipated 
all of the savings we had made by cutting off the veterans. 
But that was not all. 
NATIONAL DEBT WILL BE INCREASED $10,000,000,000 


We will soon have increased the national debt of this 
country $10,000,000,000 from its low point reached in 1930. 
At an average price of 4-percent interest on that $10,000,- 
000,000 of increased national debt, a part of which will go 
to support the program that was laid down in the Presi- 
dent’s message to Congress today, the interest on that in- 
crease in the national debt will amount to $400,000,000 per 
annum that the taxpayers must bear. If you will stop to 
think, that exactly balances the savings that were made by 
cutting off the veterans. The interest on these new bonds 
must be paid the bankers every year just as the payment 
we were making to the veterans. 

SAVINGS MADE BY CUTTING OUT DISABLED VETERANS ARE BEING GIVEN TO 
THE BANKERS IN ADDED INTEREST 

The amounts taken from disabled veterans in reducing 
and cutting out disabled and wounded service-connected 
cases and in dropping disabled non-service-connected ones 
will exactly balance the increase in interest that it will be 
necessary to pay on the added $10,000,000,000 new Govern- 
ment bonded debt, which debt will be tax exempt in the 
hands of the big bankers of the country. The amounts cut 
off of the compensation of the veterans of all wars will be 
about $400,000,000, and that is the amount that must be 
each year collected from the taxpayers and added to the 
fund to pay bond interest. 

On March 15 last I delivered a speech in this House, in 
which I said: 


Mr. Speaker, a great deal has been said recently about the 
expense of the Veterans’ Administration, and especially the amount 
that has been paid to the disabled veterans, whether service con- 
nected or not. It is claimed that they have cost the Government 
some $5,000,000,000. I want to call your attention to another 
bonus that has been paid and that is being paid, and the amount 
is continually growing. 


$11,614,000,000 BONUS PAID TO BOND BUYERS 


It is a bonus paid to the plutocratic class of this country. 
During the past 16 years, from 1917 to 1932, inclusive, there has 
been paid to the holders of tax-exempt securities in this country 
$11,614,000,000 interest, considerably more than twice the cost of 
the Veterans’ Administration. This, Mr. Speaker, is a bonus that 
is being paid to the “ big boys”, about which you have not heard 
a word of complaint. [Applause.] 

BONUS TO THE MONEY LORDS SHOULD BE CUT 


Something ought to be done by this Congress and by this ad- 
ministration, not only to relieve the taxpayer somewhat of the 
inequities that have crept into the administration of the Veterans’ 
Bureau but they ought to be relieved of this inordinate cost that 
comes by way of the bond-interest charge which must be collected 
from the taxpayers of this country, That is not all. Those bonds 
are tax exempt, and the holders of them do not propose to take 
any part in bearing the expenses of this Government. 

INTEREST ON SHORT-TERM NOTES INCREASED 4,000 PERCENT 

I do not think the public generally understands why the inter- 
est rate was advanced from one tenth of 1 percent as it was on 
the last short-term notes sold by the Treasury, to 4 percent and 
41⁄4 percent on the issue sold today, March 15. The Treasury did 
not even offer these short-term securities sold today for any other 
amount of interest than around 4 percent, and that is an increase 
of 4,000 percent over the interest paid on a recent sale which 
was oversubscribed 20 times. I do not understand it. I do not 
think it has ever been explained. 

Here is what they call “sound money”: It is money which is 
issued on bonds owned by the bankers on which the Government 
pays 4 or some other percent of interest, but if the Government 
proposes to make money without paying the 4 percent for its 
circulating medium, the newspapers say it is “flat money” and 
not sound. [Applause.] 
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THE ECONOMY BILL 

We had faith in the President; we still have faith in the 
President. But we know it is humanly impossible for him 
personally to do everything. We know that he is not per- 
sonally administering the Economy Act. We know that 
it is being administered by agents who have little concern 
about the welfare of battle-scarred veterans of the Spanish- 
American War or the veterans of the World War. These 
are being dealt with according to a policy planned and 
directed by the National Economy League, a cold and heart- 
less organization, the offspring of the United States Cham- 
ber of Commerce, whose membership is for the most part 
from the rich and wealthy class. And so the Director of the 
Budget cuts and slashes without an understanding in the 
particular cases, and without concern about fate of the 
disabled defender of his country. It matters not to the 
National Economy League and the Director of the Budget 
that because of the wounds of battle and the loss of health 
in the service of war these men cannot now earn food and 
clothing for themselves and dependents. Such things make 
no appeal to them. 

I suppose it matters little whether any one of us serve 
out the present term or remain longer in Congress. There 
has always been and there will continue to be in all govern- 
ments an eternal fight to prevent the powerful and wealthy 
from preying on the masses of the people. So it is now. 
Some of the greatest admirers the President has ever had 
have felt that Congress has been slow in giving the disabled 
veterans a square deal. The same interests in this country 
that are demanding of the President that he ruthlessly deny 
relief to the disabled veteran fought them to the finish 
when Congress was passing relief legislation over the veto of 
a former President. 

The boys who were herded together and sent to the war 
from my community were my boyhood friends. We grew up 
together; they believed in me and I knew them to be true as 
steel. They have stood by me all along the way politically, 
personally, and in every kind of trial. They had faith in 
me that I would fight to see that they had a square deal. 

EX-SERVICE MEN NOT GETTING SQUARE DEAL 

The ex-service men of the Spanish-American War and the 
World War are not getting a square deal under the Economy 
Act as it is being administered by the Director of the Budget. 
I voted for the bill creating that law believing in the Presi- 
dent and relying on the assurance of the leaders in the 
House that the ex-service men would be given a square deal. 
I did it in the name of economy, and because it seemed 
the only thing to do for the good of the country. My regret 
comes not because of the loss of political support, if such 
loss there be, but because some of my friends who had faith 
in me are now uncertain as to whether I have kept that 
faith. This, and this only, is my regret. 

The President says in today’s message that we kave to 
raise $220,000,000 to finance this proposition. That calls for 
$3,300,000,000 outlay. We are not putting this money into 
self-liquidating projects. 

We are putting it into propositions where once it is spent 
it is gone and becomes nothing more nor less from then on 
but a charge against the taxpayers to bondholders that must 
be paid continually by the people. 

Mr. BLOOM. Mr. Speaker, will the gentleman yield? 

Mr. BUSBY. I yield. 

Mr. BLOOM. Two hundred and twenty million dollars, I 
understand, is for interest and amortization as well; not 
$220,000,000 interest alone on this $3,300,000,000 project. 

Mr. BUSBY. Perhaps the gentleman is right to some ex- 
tent on that, but if we increase the national debt $10,000,- 
000,000 and pay 4-percent interest on it, and that is just what 
we are doing, we will have an added interest obligation for 
the people to pay to the extent of $400,000,000. 

I repeat again, as I said in my speech in this House on 
March 15, during the last 16 years we have paid to the tax- 
exempt security holders an average of almost $1,000,000,000 
a year, or some $3,000,000 a day interest. 

How do the banks purchase these bonds? All of the banks 
in this country have not more than $8,000,000,000 of their 
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own funds, in the form of capital stock, reserves, and surplus. 
Now, the banks hold considerably more than that amount of 
Government bonds. 

With what do they purchase these bonds? They purchase 
these bonds with the people’s deposits. 

In other words, the banks have $8,000,000,000 of their own 
funds and $40,000,000,000 of the people’s funds as bank 
deposits. They use this $40,000,000,000 to purchase the Gov- 
ernment bonds, which are mortgages on all the people. 

The banks receive interest for the loans they make to 
the people who borrow from the banks, which borrowings 
are left in the bank as bank deposits, checking accounts, 
and so forth, and the banks then receive interest for the 
investment they make in Government bonds. 

So it works out both ways for them. At present the big 
bank will not make loans to business people because they 
say the business people have no good security. So the big 
banking interests want more Government bonds issued so 
they can “invest” and get interest. 

The question now arises, how many bonds could this Gov- 
ernment issue and still sell them at par? ‘There is bound 
to be a limit at which the Government must cease to issue 
its securities, if it is to keep them at par and the “ Budget 
balanced.” 

As stated, the banks have but $8,000,000,000 of their own 
funds and $40,000,000,000 of deposits that belong to the 
people; and, by the way, they have it fixed so that if the 
bank gets into difficulty it can go under the protection of 
the Comptroller of the Currency and drive the people away 
from their deposits with civil officers. So how many bonds 
can we sell and maintain them at par? This is a proposi- 
tion for you to work out. 

Certainly we will never balance the budget by a method 
of bookkeeping whereby we cut off from the veterans $400,- 
000,000 and call it savings, then through the medium of the 
Wagner-Lewis bill spend $500,000,000 by giving it away— 
not a loan, but an out-and-out gift—and pass that over 
by bookkeeping juggling to the other side of the ledger and 
say that is a deferred matter and you need not count it in 
the proposition when you go to “ balance the Budget.” 

Mr. MAY. Mr. Speaker, will the gentleman yield? 

Mr. BUSBY. I yield. 

Mr. MAY. Taking the fixed charges of the Government, 
the charges it must pay regardless, plus interest charges, 
with another $3,000,000,000 or $4,000,000,000 and how long 
will it be until the Government gets to the point where its 
fixed charges and interest charges exceed its income? 

Mr. BUSBY. That is the question we have got to try 
to settle here. 

I have jotted down this note: How long can we continue 
to issue Government bonds which carry a charge of interest 
of about 4 percent against the people and pass those Goy- 
ernment bonds by sale into the hands of investors by them 
to be held and the interest collected on which they pay no 
return to the Government by way of taxes, because the 
bonds are tax-exempt securities? How long can the Con- 
gress continue to do these things and not load the people 
down with recurring interest charges on all these Govern- 
ment bonds to where they cannot meet it by any kind of 
taxation? Special interests are now demanding a sales 
tax—which is a method of robbing the poor—so the Gov- 
ernment may collect money into the Treasury with which to 
pay them interest on tax-exempt bonds bought with other 
peoples’ money. 

Mr. BLOOM. Mr. Speaker, will the gentleman yield? 

Mr. BUSBY. I yield. 

Mr. BLOOM. Is it not a fact that if the banks did not 
buy these Government bonds, they would be compelled to 
keep in their vaults the cash in reserve? 

OUR MONEY AND BANKING SYSTEMS ARE FOUNDED ON DEBTS 

Mr. BUSBY. Conceding that that is a fact, there is not 
enough cash in the country to keep proper reserves in the 
vaults. All of the money in this country except the intrinsic 
value of the silver and the gold is issued on debt. All of the 
national bank currency is issued on debt and nothing but 
debts. 
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The entire banking structure is founded on debt. That is 
the reason the big banking interests are happy to see us 
issuing so many tax-exempt Government bonds at a time 
when no other bonds are dependable. Government bonds 
are not secured by a mortgage on some man’s property or on 
some business, town, or county. They are a first mortgage 
on the United States. They are seeing to it that our Presi- 
dent is providing them with plenty bonds and no currency or 
new money. 

In 1837 there was no national debt and they had no 
dependable debts to rely on when the crisis came, so the 
banks, such as they were then, all went broke. 

My explanation of the collapse of our banking system is 
that it is founded on debt, and the debts have so shrunken 
in value that the banks, like everybody else, are called on to 
pay high-priced dollars when they received cheap dollars 
and received security for loans in relation to the cheap 
dollars. 

Mr. McFADDEN. Mr. Speaker, will the gentleman yield? 

Mr. BUSBY. I yield. 

Mr. McFADDEN. I am interested in the colloquy that 
just took place in regard to the banks. The 12 Federal Re- 
serve banks hold now $1,836,000,000 of Government bonds, 
whereas the deposits from banks in the Federal Reserve 
System are approximately $2,000,000,000. 

Mr. BUSBY. Yes. 

Mr. McFADDEN. So all they have on which to operate 
now is the difference between these two and their capital and 
surplus. Is not this correct? 

Mr. BUSBY. That is absolutely correct. 

Mr. McFADDEN. But is it not a fact that we would not 
have had the break-down of March 4 if the Federal Reserve 
banks had not been so frozen? 

WE MUST HAVE NEW MONEY—INFLATION 

Mr. BUSBY. That is true as to them and it is true as to 
the entire banking system. Banks have “frozen assets” 
when the loans are bad and cannot be collected—a merchant 
would call them bad debts. 

Now, I want to make this suggestion. When our admin- 
istration began we had at that time great hopes that new 
money was going to be put into circulation and that the 
medium-of-exchange machine, which had broken down by 
reason of the fact that bank credit was gone and money 
was hoarded, was going to be somewhat repaired and re- 
stored. Two billion dollars had been printed. Business 
raised its head and began to have hope. How much of that 
ever got beyond the banks? Not more than $15,000,000 or 
$20,000,000 ever passed the banks, although they took out 
of the Treasury some $650,000,000 and held it for a few days 
to meet bank runs. Then Congress passed a law against 
bank depositors. 

Then through the process of managing the Federal Re- 
serve, it and the banks took out of circulation not only the 
$650,000,000 of new currency, but they took out altogether 
within 20 days, $1,400,000,000 of currency and reduced busi- 
ness back to the static condition which had given it so much 
trouble, and hope began to wane. 

In the recent farm bill which we passed, the Thomas 
amendment was added, whereby the President is authorized 
to purchase bonds and pay for them in money to the amount 
of $3,000,000,000, and yet this situation presenting itself, we 
are called upon today to create $3,300,000,000 more interest- 
bearing debt to tax the people with instead of using this 
currency to restore the circulating medium of the country 
and at the same time put into effect the “prosperity work 
program.” 

Mr. Speaker, we will never get out of debt by making 
bigger and more extensive loans and further taxing the 
people for bond interest. The only way we can ever get out 
of debt, the only way we can ever do business, the only way 
we can ever raise commodity price levels, is to restore the 
medium of exchange, and this simply means to reflate the 
currency back to where it will do the business of the coun- 
try at a reasonable price level. [Applause.] The advisers 
of our administration who do not see this are certainly very 
short-sighted. I am inclined to believe, Mr. Speaker, that 
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the advisers are not very much changed from what they 
have been for the last 3 or 4 years, because we get the same 
results from the same sources, and it is not possible for us 
to know a tree except by the fruit that grows upon it. We 
will continue to meet disappointment just so long as we try 
to lend ourselves out of debt. We will further overwhelm 
the people with charges and interest and tie the hands of 
the people and of business by piling up on them added 
accounts which they can never settle this side of the day of 
judgment. [Applause.] 

{Here the gavel fell.] 

Mr. FULLER. Mr. Speaker, I ask unanimous consent to 
address the House for 5 minutes. 

The SPEAKER. Is there objection to the request of the 
gentleman from Arkansas? 

There was no objection. 

Mr. FULLER. Mr. Speaker, since the gentleman from 
Oklahoma [Mr. Hasttncs] spoke my attention has been 
called to certain facts in regard to Civil Service employees 
to be employed by the emergency agricultural adjustment 
administration. 

When the emergency agricultural bill was before the House 
it contained a provision that the employees should come 
from the Civil Service and under the Classification Act. This 
provision was eliminated from the bill, and the men who are 
to administer this law know—or if they are competent to 
administer the affairs of their office should know—that it 
was the intention of the Congress that these offices should 
not be filled by Civil Service employees. 

I have in my hand the draft of a notice that has gone out 
to the newspapers, released by the United States Depart- 
ment of Agriculture, under the heading, Will draft the 
agricultural personnel from the farm force in Washington“, 
all placed there by a Republican administration. This is 
issued by the Secretary of Agriculture, and what else could 
we expect from a Republican Secretary of Agriculture? 
Not only this, but he says that George N. Peek, who is an- 
other Republican, and Charles J. Brand, another Repub- 
lican, who are going to administer these agricultural-relief 
measures, are not going to recognize the wishes and the 
demands of the Congress, but are going to take their per- 
sonnel from the offices here in Washington under the Civil 
Service, and they are going to administer them irrespective 
of what the Democratic side of this House or the Congress 
wants to be done; and if we overlook these matters and if 
we allow them to go ahead in this way they will enforce the 
same rules and regulations, against the proceedings or the 
wishes of this House, with respect to the Wagner-Lewis 
emergency relief measure. It is also rumored that these 
same Republican appointees, who employ more than any 
other department in their farm-relief program, are to let 
governors and supreme courts select the State and county 
directors. Representatives who are daily put on the spot 
and faithfully work and vote to carry out administration 
measures, many of which they would prefer changed, are 
not to be considered. These Republican dictators are to 
handle the patronage and administer as they see fit these 
Democratic measures, 

I want to tell you that these men did not help to get the 
nomination for President Roosevelt before the convention. 
I want to tell you that the people of this country have about 
made up their minds that when they win they lose as far 
as office is concerned, and that they believe in the Demo- 
cratic principle, adhered to by the Republicans as well, that 
to the victor belongs the spoils. Republican postmasters are 
given to understand that they will not be disturbed until 
their terms of office expire, yet in my district, when Hard- 
ing went into office, the Democrats were instructed by tele- 
graph to turn over their offices to the Republican successors. 
It is true we should feel grateful to the Republican post- 
masters because they nominated Mr. Hoover. The men who 
gave us the great Democratic victory last November were 
not Republican officeholders nor Republicans seeking office, 
but it was the united democracy and the men and women 
of this Nation who wanted a change; they not only wanted 
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a change then, but they want the change now, and will 
never get it if the policy of the Agricultural Department is 
permitted to prevail. [Applause.] 

If we just pass these matters over, there will be no changes. 
There has not been a change in the Department of Agricul- 
ture, and there is not going to be any if we just stand quietly 
by and let these Republicans do as they please. The Repub- 
licans are not getting any glory out of it themselves, because 
these men do not even claim to be Republicans now—they 
have quit you. They belong to no party—just big, patriotic 
Americans that even President Roosevelt could not do with- 
out. [Applause.] The farmers had one such experience 
when Alexander Legge was appointed as president of the 
Farm Board. He represented the Harvester Trust, the 
greatest parasite ever known to the farmer. Peek has been 
in the same business. We wonder if he will follow in the 
same Republican tracks. 

So, Mr. Speaker, we might just as well let this bunch 
know that we are going to have something to say about run- 
ning this Government; that we are going to say how they 
are going to run their departments. It is an insult to every 
man on the Democratic side of this House for these hide- 
bound Republicans, after we have gone out and won the 
victory, to pay absolutely no attention to us, and say that 
they will not administer these matters as we want them 
administered, but will take Civil Service employees and 
administer the laws with them. 

I am for the Civil Service employees. They are the best 
kind of people in the world. They are one class of people 
who have never felt the panic. 

These men employed here are drawing good salaries. The 
unemployed all over the country thought we were going to 
have ‘a new deal. We are not getting it and not going to 
get it without we exert ourselves. Members of Congress are 
given a few post-office appointments. Yes; and each and 
every one of them is a liability instead of an asset. [Laugh- 
ter and applause.] 

These men at the head of these departments are going to 
select these men irrespective of Members of Congress, irre- 
spective of Democrats already out of a job. These arrogant 
Republicans at the head of these departments are giving out 
circulars to the press saying they are going to pay no at- 
tention to your demands—they are going to stick to the 
Civil Service employees of the Government who were selected 
in another administration. They claim these employees are 
efficient, as much as to say the unemployed able Democrats 
of the country are incompetent—the same argument every 
Democrat in the North is forced to meet as a Republican 
argument. 

Mr, ALLGOOD. Will the gentleman yield? 

Mr. FULLER. Les. 

Mr. ALLGOOD. I understand the Efficiency Board now 
is rating those under the Civil Service at the head of which 
are Republicans. 

Mr. FULLER. That is true. The people of the country 
feel that the Democrats ought to have some consideration, 
and we are not getting it. It is the sentiment of 99 percent 
of the Democratic membership of this House. 

It may not be policy for me to stand here and say that 
I am not satisfied, but I am not satisfied to take just what 
is given to me. I am not satisfied and neither are the rest 
of you satisfied, and it is high time the Democrats in this 
country let their wishes be known. [Applause.] 

Oh, yes, when there is a little dissension they call us to- 
gether and give us a few sweet platitudes and say that our 
demands will be considered later. “Be patient”, “ Give us 
time ”; All will be well“, are now the passwords, and when 
we adjourn a few Eastern States and the Western Republi- 
cans will land the positions. Personally, I do not expect to 
get anything but liabilities instead of assets, and that is in 
post-office appointments. 

Mr, TRUAX. Will the gentleman yield? 

Mr. FULLER. Yes. 

Mr. TRUAX. The same condition exists in the State of- 
Ohio under Gov. George White. I want to ask the gentle- 
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man the question whether we are not keeping the same men 
who advised the cotton farmer to plow up every third row 
of cotton? 

Mr. FULLER. Yes; the same ones—they are experts. 
Yet I doubt if they would know wheat from oats or a Jersey 
from a Hereford. 

I conclude with the document issued by the great Depart- 
ment of Agriculture, to which I referred, which reads as 
follows: 


UNITED STATES DEPARTMENT OF AGRICULTURE, 
OFFICE OF INFORMATION, 
Washington, D.C., May 15, 1933. 


WILL DRAFT AGRICULTURE PERSONNEL FOR FARM Act FORCE IN 
WASHINGTON 


STATE ADMINISTRATORS TO SELECT FOR MOST FIELD APPOINTMENTS WITH- 
OUT CIVIL SERVICE REQUIREMENTS WHICH WILL GOVERN IN WASH- 
INGTON OFFICE 


Present employees of the United States Department of Agri- 
culture will be used wherever possible in the emergency agricul- 
tural adjustment administration, George N. Peek and Charles J. 
Brand, administrators of the new farm act, announce. All per- 
sonnel for service in the Washington office will come under the 
Civil Service rules and regulations, except special experts and 
certain key positions requiring technical and ence. 

Selections for employment for service in the field under the new 
act will be made by State administrators who will be announced 
at an early date. Appointments in the field will not be subject to 
Civil Service rules (except the positions of special county assist- 
ants, for which an examination will be announced at an early 
date). Inquiries regarding these positions should be addressed to 
the State administrators. 

Emphasis is laid on the fact that the majority of the work 
under the new bill will be in the field and that the Washington 
organization will be held to a minimum. (The force needed in 
Washington will be smaller than most applicants have antici- 
pated.) 

Washin office positions will be filled wherever possible 
by transfer of department employees, and when these are not 
available positions will be filled from the Civil Service rolls. (In 
line with the President’s policy on economy, the force engaged in 
this activity will be kept to the minimum necessary for the 
efficient administration of the act.) 


PERSONAL EXPLANATION 


Mr. TAYLOR of Colorado. Mr. Speaker, the entire Colo- 
rado delegation, four of us, were engaged in a conference at 
1 o'clock, at the instance of the Governor of our State, with 
the Senators from our State. Necessarily we were absent 
from the House at the time the vote was taken on the 
Muscle Shoals conference report. If we had been present, 
all four of us would have voted for it. 


LEAVE OF ABSENCE 


Leave of absence was granted as follows: 

To Mr. Wooprurr, indefinitely, on account of illness. 

To Mr. REED of New York, for the remainder of the week, 
on account of illness. 


SENATE ENROLLED BILLS SIGNED 


The SPEAKER announced his signature to enrolled bills 
of the Senate of the following titles: 

S. 73. An act to authorize the Comptroller General to 
allow claim of district no. 13, Choctaw County, Okla., for 
payment of tuition of Indian pupils; 

S. 1410. An act to amend section 207 of the Bank Con- 
servation Act with respect to bank reorganizations; 

S. 1415. An act to amend sections 5200 and 5202 of the 
Revised Statutes, as amended, to remove the limitations on 
national banks in certain cases; and 

S. 1582. An act to amend section 1025 of the Revised 
Statutes of the United States. 


THE LATE REPRESENTATIVE CHARLES H. BRAND 


Mr. VINSON of Georgia. Mr. Speaker, it is with pro- 
found regret that I have to announce to the House the death 
at his home in Athens, Ga., this morning, of my colleague, 
Hon. CHARLES H. BRAND. For 16 years he served with dis- 
tinction as a Member of this body, and as a member of the 
powerful Committee on Banking and Currency his name is 
identified with much of the important legislation passed by 
the House in recent years. Judge Branp was a profound 
lawyer, an earnest student of legislation, and a lovable 
friend. His hold upon the loyalty and devotion of his con- 
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stituency was unrivaled and his place in the affections of 
the older Members of this body is secure. 

I offer the following resolution, which I send to the desk 
and ask to have read, 

The Clerk read as follows: 


House Resolution 147 


Resolved, That the House has heard with profound sorrow of 
the death of Hon. CHARLES H. BRAND, a Representative from the 
State of Georgia. 

Resolved, That a committee of two Members of the House, with 
such Members of the Senate as may be joined, be appointed to 
attend the funeral. 


Resolved, That the Sergeant at Arms of the House be authorized 
and directed to take such steps as may be necessary for 
out the provisions of these resolutions and that the necessary 
expenses in connection therewith be paid out of the contingent 
fund of the House. 


Resolved, That the Clerk communicate these resolutions to the 
Senate and transmit a copy thereof to the family of the deceased. 

The SPEAKER. The question is on agreeing to the reso- 
lution. 

The resolution was agreed to. 

The Chair appointed the following Members of the 
funeral committee: Mr. Parker of Georgia and Mr. Woop of 
Georgia. 

The SPEAKER. The Clerk will report the remainder of 
the resolution. 

The Clerk read as follows: 

Resolved, That as a further mark of respect this House do now 
adjourn. 

The resolution was agreed to. 

ADJOURNMENT 

Accordingly (at 2 o’clock and 37 minutes p.m.) the House 
adjourned until tomorrow, Thursday, May 18, 1933, at 12 
o’clock noon. 


COMMITTEE HEARING 
COMMITTEE ON IMMIGRATION 


(Thursday, May 18, 10 a.m.) 


The Committee on Immigration will hold a hearing at 
room 226 (Old Office Building) at 10 o’clock a.m., Thursday, 
May 18, on H.R. 1497, H.R. 5570, and H.R. 5630. 


EXECUTIVE COMMUNICATIONS, ETC. 


Under clause 2 of rule XXIV, executive communications 
were taken from the Speaker’s table and referred as follows: 

68. A letter from the Secretary of War, transmitting a 
letter from the Chief of Engineers, United States Army, 
dated May 9, 1933, submitting a final report, together with 
accompanying papers, on a survey of Lake Washington Ship 
Canal, Wash., authorized by the River and Harbor Act ap- 
proved June 5, 1920; to the Committee on Rivers and Har- 
bors. 

69. A letter from the Secretary of War, transmitting a 
letter from the Chief of Engineers, United States Army, 
dated May 10, 1933, submitting a report, together with 
accompanying papers, on a preliminary examination of 
Alafia River, Fla., to connect Government channel in Hills- 
boro Bay with said river, authorized by the River and Har- 
bor Act approved July 3, 1930; to the Committee on Rivers 
and Harbors. 

70. A letter from the Secretary of War, transmitting a 
letter from the Chief of Engineers, United States Army, 
dated May 11, 1933, submitting a report, together with 
accompanying papers, on a preliminary examination and 
survey of Corea Harbor, Maine, authorized by the River and 
Harbor Act approved July 3, 1930; to the Committee on 
Rivers and Harbors. 


REPORTS OF COMMITTEES ON PUBLIC BILLS AND 
RESOLUTIONS 

Under clause 2 of rule XIII, 

Mr. TARVER: Committee on the Judiciary. House Joint 
Resolution 179. Joint resolution designating May 22 as 
National Maritime Day; with amendment (Rept. No. 142). 
Referred to the House Calendar. 
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PUBLIC BILLS AND RESOLUTIONS 

Under clause 3 of rule XXII, public bills and resolutions 
were introduced and severally referred as follows: 

By Mr. GIBSON: A bill (H.R. 5658) to extend the times 
for commencing and completing the construction of a 
bridge across Lake Champlain from East Alburg, Vt., to 
West Swanton, Vt.; to the Committee on Interstate and 
Foreign Commerce. 

By Mr. EICHER: A bill (H.R. 5659) authorizing Charles 
N. Dohs, R. R. Hunt, their heirs, legal representatives, and 
assigns, to construct, maintain, and operate a toll bridge 
across the Mississippi River between the States of Iowa and 
Illinois at or near the junction of the Iowa and Mississippi 
Rivers; to the Committee on Interstate and Foreign Com- 
merce. 

By Mr. GIBSON: A bill (H.R. 5660) providing for an 
additional justice of the Court of Appeals of the District of 
Columbia; to the Committee on the Judiciary. 

By Mr. STEAGALL: A bill (H.R. 5661) to provide for the 
safer and more effective use of the assets of banks, to regu- 
late interbank control, to prevent the undue diversion of 
funds into speculative operations, and for other purposes; 
to the Committee on Banking and Currency. 

By Mr. CARTER of California: A bill (H.R. 5662) to 
amend the act approved March 20, 1933, known as “An 
act to maintain the credit of the United States Govern- 
ment“; to the Committee on Expenditures in the Executive 
Departments. 

By Mr. KVALE: A bill (H.R. 5663) relating to annual leave 
of employees in the Government Printing Office; to the Com- 
mittee on Printing. 

By Mr. DOUGHTON: A bill (H.R. 5664) to encourage 
national industrial recovery, to foster fair competition, and 
to provide for the construction of certain useful public 
works, and for other purposes; to the Committee on Ways 
and Means. 

By Mr. DIMOND: A bill (H.R. 5665) authorizing the con- 
trol of floods in the Salmon River, Alaska; to the Committee 
on Flood Control. 

By Mr. HASTINGS: Resolution (H.Res. 146) to investigate 
the Civil Service Commission, the heads of all the depart- 
ments, commissions, and independent offices to determine 
whether the third paragraph of section 2 of the act of Jan- 
uary 16, 1883, has been violated; to the Committee on Rules. 

By Mr. DOUGHTON: Joint resolution (H.J.Res. 183) ex- 
tending for 1 year the time within which American claimants 
may make application for payment, under the Settlement of 
War Claims Act of 1928, of awards of the Mixed Claims 
Commission and of the Tripartite Claims Commission; to 
the Committee on Ways and Means. 

By Mr. McFARLANE: Joint resolution (H. J Res. 184) 
relative to taxing certain incomes; to the Committee on the 
Judiciary. 

By Mr, KENNEDY of Maryland: Joint resolution (H.J.Res. 
185) authorizing and directing the Comptroller General of 
the United States to reopen, adjust, and settle the accounts 
of the city of Baltimore for advances made by the city in 
1863 for the construction of works of defense, and for other 
purposes; to the Committee on War Claims. 


PRIVATE BILLS AND RESOLUTIONS 

Under clause 1 of rule XIII, private bills and resolutions 
were introduced and severally referred as follows: 

By Mr. COLLINS of California: A bill (H.R. 5666) grant- 
ing a pension to Kittie A. Love; to the Committee on Invalid 
Pensions. 

By Mr. CONDON: A bill (H.R. 5667) granting a pension 
to Miles S. Jensen; to the Committee on Pensions. 

By Mr. DOUGHTON: A bill (H.R. 5668) authorizing the 
relief of the McNeill-Allman Construction Co., Inc., of W. E. 
MeNeill, Lee Allman, and John Allman, stockholders of the 
MeNeill-Allman Construction Co., Inc., and W. E. McNeill, 
dissolution agent of McNeill-Allman Construction Co., to 
sue in the United States Court of Claims; to the Committee 
on Claims. 
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By Mr. FOCHT: A bill (H.R. 5669) granting a pension to 
Elizabeth S. Houtz; to the Committee on Invalid Pensions, 

By Mr. GILLETTE: A bill (H.R. 5670) granting an in- 
crease of pension to Amanda E. Hummel; to the Committee 
on Invalid Pensions. 

Also, a bill (H.R. 5671) for the relief of Laura Lynch; 
to the Committee on Claims. 

By Mr. GOSS: A bill (H.R. 5672) granting an increase of 
pension to Eva Norton; to the Committee on Invalid Pen- 
sions. 

By Mr. HAINES: A bill (H.R. 5673) granting a pension 
to Clara J. Sanders; to the Committee on Invalid Pensions. 

By Mr. MILLIGAN: A bill (H.R. 5674) for the relief of 
the Northwest Missouri Fair Association, of Bethany, Har- 
rison County, Mo.; to the Committee on Claims. 

By Mr. PETERSON: A bill (H.R. 5675) granting a pen- 
sion to Elise M. Lum; to the Committee on Invalid Pensions. 

Also, a bill (HR. 5676) granting a pension to Daisy 
Vredenburgh; to the Committee on Invalid Pensions, 


PETITIONS, ETC. 

Under clause 1 of rule XXII, petitions and papers were 
laid on the Clerk’s desk and referred as follows: 

1068. By Mr. GIBSON: Petition of Waterbury Post, No. 59, 
American Legion, protesting against the removal of the 
regional office of Veterans’ Administration at Burlington, 
Vt.; to the Committee on Appropriations. 

1069. Also, petition of Lions Club of Burlington, Vt., en- 
dorsing the continuance of reserve officers’ training camps, 
citizens’ military training camps, and the collegiate Reserve 
Officers’ Training Corps activities; to the Committee on 
Appropriations. 

1070. By Mr. JOHNSON of Minnesota: Petition of the 
City Council of Granite Falls, Minn., urging passage of the 
Frazier bill; to the Committee on Agriculture. 

1071. By Mr. KELLY of Pennsylvania: Petition of citizens 
of Pittsburgh, Pa., protesting against reduction in personnel 
of the Army, Navy, and Marine Corps; to the Committee on 
Military Affairs. 

1072. By Mr. KRAMER: Senate Joint Resolution No. 20, 
State of California, relative to approval by the President of 
the United States of a project for the conservation of the 
waters of Yosemite Creek and the preservation of Yosemite 
Falls in Yosemite National Park, under the provisions of act 
of Congress approved March 31, 1933; to the Committee on 
Irrigation and Reclamation. 

1073. Also, Senate Joint Resolution No. 22, State of Cali- 
fornia, relative to memorializing Congress to exempt from 
the provisions of legislation limiting hours of labor to 30 
hours a week people engaged in the mining industry; to the 
Committee on Labor. 

1074. By Mr. LINDSAY: Petition of American Association 
for Labor Legislation, New York City, urging support of 
House bill 4559; to the Committee on Labor. 

1075. Also, petition of State Tax Committee of the Cali- 
fornia Municipal Utilities, San Francisco, urging support of 
the Johnson amendment; to the Committee on Ways and 
Means. 

1076. By Mr. MCCORMACE: Resolution of the Massachu- 
setts State Senate, petitioning the President of the United 
States, in the interests of the public health and convenience, 
to continue the United States naval hospital and United 
States marine hospital, Chelsea, Mass., as necessary institu- 
tions of our Federal Government in the performance of the 
efficient and humanitarian functions for which they are 
especially adapted and fitted, because of location, equip- 
ment, and personnel, as clearly demonstrated by their long 
record of public service; to the Committee on Naval Affairs. 

1077. By Mr. McFARLANE: Petition of Southwest Texas 
Oil & Royalty Owners’ Association, recommending that pro- 
posed legislation in Congress for the regulation of the oil 
and gas business be given immediate consideration and 
adopted; to the Committee on Interstate and Foreign Com- 
merce. 
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1078. Also, petition of the House of Representatives of the 
State of Texas, requesting the President of the United States 
not to appoint a dictator for the oil industry, so far as it 
may apply to the State of Texas; to the Committee on Inter- 
state and Foreign Commerce. 

1079. Also, petition of the Senate of the State of Texas, 
requesting the President of the United States not to appoint 
a dictator for the oil industry, so far as it may apply to the 
State of Texas; to the Committee on Interstate and For- 
eign Commerce. 

1080. By Mr. MARTIN of Massachusetts: Memorial of 
the Senate of the State of Massachusetts, advocating the 
retention of the United States naval and marine hospitals at 
Chelsea, Mass.; to the Committee on Appropriations. 

1081. Also, petition of Saul Odess and the Fall River 
Chapter of the American Jewish Congress, protesting against 
the persecution of Jewish nationals of Germany; to the Com- 
mittee on Foreign Affairs. 

1082. By Mr. RUDD: Petition of United Spanish War Vet- 
erans’ Phoenix Camp, No. 1, Phoenix, Ariz., protesting against 
the provisions of the Economy Act, insofar as it affects 
Spanish War veterans; to the Committee on Appropriations. 

1083. Also, petition of the American Federation of Labor, 
favoring the passage of the Peyser bill, H.R. 4559, and Sen- 
ate bill 510; to the Committee on Labor. 

1084. By Mr. TREADWAY: Resolutions adopted by the 
Massachusetts Senate, urging the continuation of the United 
States naval hospital and the United States marine hospital 
at Chelsea, Mass.; to the Committee on Naval Affairs. 


SENATE 
THURSDAY, MAY 18, 1933 
(Legislative day of Monday, May 15, 1933) 


The Senate sitting as a court for the trial of articles of 
impeachment against Harold Louderback, judge of the 
United States District Court for the Northern District of 
California, met at 10 o'clock a.m., on the expiration of the 
recess. 

The managers on the part of the House of Representatives 
appeared in the seats provided for them. 

The respondent, Harold Louderback, with his counsel, 
Walter H. Linforth, Esq., and James M. Hanley, Esq., ap- 
peared in the seats assigned to them. 

The VICE PRESIDENT. The Sergeant at Arms will pro- 
claim the Senate sitting as a Court of Impeachment to be 
in session. 

The Sergeant at Arms made the usual proclamation. 

THE JOURNAL 

On motion of Mr. Asuurst, and by unanimous consent, 
the reading of the Journal of the Senate sitting as a Court 
of Impeachment for the calendar days of May 16 and 17 
was dispensed with, and the Journal was approved. 

CALL OF THE ROLL 

Mr. ASHURST. I suggest the absence of a quorum. 

The VICE PRESIDENT. The clerk will call the roll. 

The legislative clerk called the roll, and the following 
Senators answered to their names: 


Adams Coolidge Kean 

Ashurst Costigan Kendrick Robinson, Ark. 
Austin Couzens Keyes Robinson, Ind. 
Bachman Cutting King 

Bailey Dickinson La Follette 

Bankhead Dill Lewis Shipstead 
Barbour Duffy Logan Smith 
Barkley Erickson Long Steiwer 

Black Fess McAdoo Stephens 
Bone Fletcher 5 
Bratton Prazier McGill Thomas, Utah 
Brown George McKellar Townsend 
Bulkley Glass McNary 

Bulow Goldsborough Metcalf 

Byrd Gore Murphy Vandenberg 
Byrnes Hale Neely an Nuys 
Capper Harrison W. 

Caraway Hastings Nye Walcott 
Carey Hatfield Patterson Walsh 

Clark Hayden Pittman Wheeler 
Connally Hebert Pope White 
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Mr. ROBINSON of Arkansas, I wish to announce that 
the Senator from Georgia [Mr. Russet] is absent in attend- 
ance upon the funeral of the late Representative Brand. 

Mr. LEWIS. I desire to announce that the Senator from 
New York [Mr. Copre.ann] is necessarily detained from the 
23 I ask that this announcement may stand for the 

y. 

Mr. BAILEY. I desire to announce that my colleague 
[Mr. Reynotps! is necessarily detained from the Senate by 
ae I ask that this announcement may stand for the 


The VICE PRESIDENT. Eighty-four Senators have an- 

swered to their names. A quorum is present. 
EXAMINATION OF DOROTHEA A. LIND 

Mr. Manager BROWNING. Mr. President, we want to 
call Miss Lind. 

The VICE PRESIDENT. Call the witness. 

Miss Dorothea A. Lind, having been duly sworn, was ex- 
amined and testified as follows: 

By Mr. Manager BROWNING: 

Q. Please state your full name and your place of resi- 
dence.—A. Miss Dorothea A. Lind, Oakland, Calif. 

Q. What place did you hold with the Prudential Holding 
Co. in August of 1931?—A. I was secretary, treasurer, di- 
rector, and member of the executive committee. 

Q. Do you recall the appearance of Mr. Gilbert and Mr. 
Dinkelspiel in that office on the 15th day of August 1931?— 
A. I do. 

Q. About what time of day did they arrive?—A. At ap- 
proximately 1 o'clock. 

Q. Who was in the office at that time?—A. I, myself, was 
in the office. 

Q. Anyone else?—A. No, sir. 

Q. What time that day was Mr. Stephens there?— 
A. About 1 o'clock. 

Q. But he was not present when they came in?—A. I do 
not believe he was. 

Q. How soon afterward did he come in?—A. Within a 
very few minutes. 

Q. When Mr. Gilbert and Mr. Dinkelspiel appeared, to 
whom did they address themselves—to you or Mr. Ste- 
phens?—A. Mr. Stephens. 

Q. State just what occurred between them and Mr. Ste- 
phens and you at that time.— A. I had prepared to leave the 
Office early that day in order to get back in time to com- 
plete a telephone call to Mr. Hawkins. I was waiting for a 
call in answer to my call to him, which I had put in in the 
morning. He was out of the city. As I was preparing to 
leave I met Mr. Stephens half-way across the room, who 
stopped me on the way and said, “ Miss Lind, we have to 
leave the safes all open.” 

Q. Did he have anything with him at that time?—A. He 
was holding a paper that had been presented to him over 
the counter. 

Q. What did he say about it?—-A. He said, What is this 
all about?” He said, “Can you tell me what this is all 
about?” I said, “No; you have it. It was given to you. 
You read it and then tell me. I will be back in a few 
moments.” 

Q. Did you return in a few moments?—A. I returned 
within 10 or 15 minutes. 

Q. What did you find out about it when you returned?— 
A. I found out that it was a court order appointing Mr. G. H. 
Gilbert as receiver of the Prudential Holding Co. of Los 
Angeles. i 

Q. What request was made of you at that time, if any?— 
A. The first request was to leave all safes open. 

Q. To whom was this request made?—A. It was made 
to me. 

Q. What was your reply to that?—A. My reply was that 
the safes that belonged to the Prudential Holding Co. were 
locked. The other safes belonged to other corporations 
located on the premises. 

Q. Were those other corporations located in the same 
room with the Prudential Holding Co. office?—-A. They were. 
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Q. How many of them?—A. There were five safes, includ- 
ing the Prudential safe. 

Q. How many other companies than the Prudential had 
their offices in the same room?—A. There were three. 

Q. Then what further request was made of you by Mr. 
Gilbert, if any?—A. He told me that he had full charge 
now; that I had nothing more to say about the place; and 
after he and Mr. Dinkelspiel had talked together about the 
matter, they decided the safes could be closed, but they 
would padlock the door. 

Q. Was the door padlocked?—A. The door was padlocked; 
yes, sir. 

Q. By whom?—A. By Mr. Gilbert. 

Q. State whether or not you completed your telephone 
call to Mr. Hawkins as you mentioned a while ago—I mean 
from the offlce.— A. He would not let me wait in the office 
to finish the telephone call. He told me I had to find other 
means of placing or finishing my call. He told me that I 
could go to the telephone office and complete the call. 

Q. When you left the office did this leave any employee 
of the company in charge?—A. No, sir. 

Q. Or anyone there to assist Mr. Gilbert in directing mat- 
ters?—A. No, sir. 

Q. When did you next see Mr. Stephens after the padlock 
was put on the door?—A. He called at my house that eve- 
ning and wanted to know what I knew that was new. I 
said I did not know anything new; that I was then prepar- 
ing to go out and locate a telephone where I might get in 
touch with the president; that that afternoon I had noti- 
fied all the directors; that I was wanting to place a long- 
distance call to him that evening after the 8 o’clock rate. 
He suggested that I go to his house to place the call, which 
I consented to do and did. 

Q. Did you call the president of the company from his 
home?—A, From his home. 

Q. What notice did you give him at that time?—A. I told 
him as nearly as I could what had happened. 

Q. Then after you talked to him did Mr. Stephens talk 
to him in your presence? Were you present with Mr. 
Stephens when he talked to the president over the tele- 
phone?—A. I was. 

Q. In that conversation did Mr. Stephens let the presi- 
dent or you, either one, know whether he was present or 
knew anything about the receivership when it was granted? 

Mr. HANLEY. Just a moment. We are objecting now to 
any conversation had between Mr. Stephens and the presi- 
dent of this company or anyone else or this witness which 
has nothing to do with the issues here framed. It is hear- 
say of the worst kind and not binding upon the respondent. 

The VICE PRESIDENT. What is the purpose of the tes- 
timony? 

Mr. Manager BROWNING. The respondent took the 
deposition of this man Stephens in California the first of 
this month when we were present there as managers. He 
was the one who it is claimed accompanied the attorney 
from Los Angeles to the judge’s court, and the inference is 
made that he represented himself as representing the de- 
fendant company at that time. We propose to show by this 
testimony that he deceived everybody who was in authority 
in connection with the company, and had no authority to 
be there, no authority to bind the company, and that he was 
deceiving the president of it and the secretary of it at this 
time and in this conversation. His testimony is to be offered 
by the respondent and we want to show his relationship to 
the matter and the part he played in it. 

Mr. HANLEY. The president of the company is not here. 
The president of the company is not offered. This witness 
is now relating not only hearsay, but hearsay upon hearsay 
as to what the president told Stephens or she told Stephens 
to tell the president. It is not a question of whether or not 
the conversations were had afterward. It is a question of 
whether or not Stephens recommended to the judge certain 
conditions that he relied upon and believed, and not any- 
thing that took place afterward between these parties. 
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Mr. Manager BROWNING. We have not proposed to show 
by the question what the president of the company said to 
Mr. Stephens. We are proposing to show that Mr. Stephens 
deceived the secretary of the company and the president of 
the company, the same day that the receivership went into 
court, about the part he played in it. The respondent may 
offer him as a witness, 

The VICE PRESIDENT. Would it not be better to have 
this witness in rebuttal to the Stephens’ deposition when 
it is introduced by the respondent? It occurs to the Chair 
that that would be the proper time to bring out the testi- 
mony of this witness. 

Mr. HANLEY. No foundation was laid in the deposition 
that would justify them in calling this witness at this time. 
The facts ought to be presented after the testimony or depo- 
sition of the witness Stephens. 

The VICE PRESIDENT. The deposition will develop the 
fact whether or not there is any ground for testimony of the 
character suggested at this time. May the Chair suggest 
that the offer of the witness be made at a time after the 
deposition is read? 

Mr. Manager BROWNING. We concede that is eminently 
correct, but there is this feature about it. The allegations 
have been made by respondent in his pleadings that this 
man Stephens was present and that he participated in the 
receivership, and we do think that on that ground the testi- 
mony would be admissible in chief; but we will reserve the 
witness for rebuttal. We ask Miss Lind to stand aside for 
the present unless counsel for the respondent wish to cross- 
examine upon what we have already asked. 

Mr. HANLEY. No; I would not wish to cross-examine 
until you haye completed your examination of the witness. 

The VICE PRESIDENT. Is there objection to the wit- 
ness standing aside? 

Mr. HANLEY. None at all. 

(The witness retired from the stand.) 

Mr. HANLEY. Mr. President, I intended at the opening 
of the court to request that we be allowed to subpena 
Walter G. Maling, clerk of the United States district court. 
Certain testimony has developed in this hearing which has 
caused him to become a material and important witness. 

The VICE PRESIDENT. If there is no objection, the 
subpena will be issued for the witness. 

EXAMINATION OF ERWIN E. RICHTER 

Mr. Manager BROWNING. We will call Mr. Richter as 
the next witness. 

Erwin E. Richter, having been duly sworn, was examined 
and testified as follows: 

By Mr. Manager BROWNING: 

Q. Please state your name, place of residence, and profes- 
sion—A. Erwin E. Richter, San Francisco, attorney at law. 

Q. With what firm are you connected?—A. A member of 
the firm of Cushing & Cushing, 

Q. Do you know anything about the receivership that was 
instituted against the Golden State Asparagus Co.?—A. Yes, 
sir. 

Q. What part did you have in connection with the in- 
stituting of that receivership?—A. I represented the defend- 
ant company, the Golden State Asparagus Co. 

Q. When was this receivership determined on?—A. In 
September of 1930. 

Q. Who filed the petition?—A. The American Can Co., 
acting through its attorneys, Chickering & Gregory. 

Q. How long had your firm been representing the Golden 
State Asparagus Co.?—A. For about 5% years prior to that 
time. 

Q. What condition precipitated the receivership?—A. The 
company had assets valued at something over $1,000,000 and 
liabilities amounting to something over $700,000. Various 
of the assets were in nonliquid form and the company was 
without working capital to pay its current obligations. 
There was also a danger that one of the creditors, a bank 
that held the inventory products of the company in pledge, 
and also a second mortgage on its main assets, would fore- 
close the properties and sacrifice the equities. 
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Q. Do you recall the date the petition was filed for re- 
ceivership?—A. It was filed on September 5, 1930, with the 


bill. 

Q. At that time was the bank in process of foreclosing its 
mortgage?—-A. The bank had been threatening foreclosure 
for a considerable time prior to that date. 

Q. What date was it they had advertised the property 
for sale?—A. They had not proceeded with any advertise- 
ment. They were proceeding by private sale. 

Q. When did they propose to make the private sale?—A. 
On the day the bill in equity was filed and the receiver was 
appointed. 

Q. Were you present when the petition was presented to 
Judge Louderback for appointment of a receiver?—A. I was. 

Q. State what occurred there in his presence on that 
occasion with regard to the appointment of a receiver. Be- 
fore doing that, state who else was present.—A. Mr. Fox, a 
member of the firm of Chickering & Gregory, attorneys for 
the American Can Co., plaintiff in the bill, and myself rep- 
resenting the defendant, presented the pleading to the 
respondent in his chambers in the presence of ourselves, and 
also Mr. George N. Edwards, who the American Can Co. 
desired to have appointed receiver. 

Q. What interest had the American Can Co. in it—the 
petitioner?—A. Yes; it was one of the largest creditors of 
the defendant. 

Q. Had the defendant company acquiesced in the selec- 
tion of Mr. Edwards if they could persuade the court to 
appoint him?—A. The defendant company had no prior 
acquaintanceship or knowledge of the proposed receiver, 
and, consequently, it was unwilling to approve of his ap- 
pointment unless there were appointed as his attorneys the 
firm of Chickering & Gregory, in whom the defendant 
company had every confidence. 

Q. Is that a reputable firm of lawyers?—A. Very repu- 
table. 

Q. When you had the conference with Judge Louderback, 
please state what occurred between you and him with regard 
to the selection of the receiver and the attorney.—A. Mr. 
Fox suggested that Mr. Edwards be selected as receiver, and 
I suggested that the counsel for the receiver be the firm of 
Chickering & Gregory. The respondent replied that he 
would not permit the parties to designate both the receiver 
and his counsel, but that the parties might nominate either 
the receiver or his counsel, and that the court would appoint 
the other party. 

Q. Then who was agreed on as between the two? Which 
choice did the parties who were present take?—A. Mr. Fox 
and myself retired to consider the suggestion of the respond- 
ent, and in the course of discussion I withdrew my objec- 
tion to the appointment of Mr. Edwards as receiver upon the 
assurance that Mr. Fox would stand back of him and see 
that the matter was properly and honestly administered. 

Q. And the respondent then did select Mr. Edwards as the 
receiver, and appoint him?—A. Yes. 

Q. What was said, if anything, about the selection of at- 
torneys for Mr. Edwards by Judge Louderback?—A. He 
stated to us at that time that he would submit to Mr. Ed- 
wards several names of attorneys that he might choose from, 
and that if any of those names or if all of those names were 
unsatisfactory to him he would submit a further list. 

Q. Do you know, in fact, whose names he did submit to 
him? 

Mr. HANLEY. Just a moment. That is objected to unless 
it is of his own knowledge. 

Mr. Manager BROWNING. I said, “Do you know, in 
fact?“ 

The WITNESS. No; I do not know. 

By Mr. Manager BROWNING: 

Q. Do you know who was selected and appointed as his 
counsel?—A. Messrs. Dinkelspiel & Dinkelspiel. 

Q. What, if anything, was said to you—that is, in the 
presence of the court—about the necessity of economic ad- 
ministration of this estate?—A. At that time? 

Q. At any time.—A. I do not recall anything being said 
on that occasion, and I do not believe I ever had any dis- 
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VAS with the respondent after that occasion about the 
matter, 

Q. How much had been the fees which your firm had been 
receiving in representation of this company before this re- 
ceivership? 

Mr, HANLEY. Just a moment. That is objected to upon 
the ground that it is incompetent, irrelevant, and imma- 
terial; has nothing to do with the issues in this case, would 
not be binding as to the true value of the services, and 
surely could in no way reflect upon Judge Louderback as 
to whether they charged large or small fees. 

Mr. Manager BROWNING. Mr. President, I withdraw 
the question for the time being. 

By Mr. Manager BROWNING: 

Q. As soon as a receiver was appointed, what was the 
emergency in the case at that time?—A. As I indicated, the 
threatened foreclosure by the bank that held the properties 
of the company in pledge for its debt. Upon the appoint- 
ment of the receiver, Mr. Fox and myself repaired at once 
by taxicab to the offices of the bank and announced to the 
bank the appointment of the receiver, and were successful, 
through our opposition, in causing the sale to be postponed. 

Q. Did you have any instructions from Judge Louderback 
to take that course?—-A. Yes. We were authorized by the 
respondent to act as counsel for the receiver temporarily for 
that purpose. 

Q. How much of the work, if any, did your firm do in 
connection with the receivership after the appointment of 
Mr. Edwards and the appointment of counsel, Dinkelspiel & 
Dinkelspiel?—A. Both the firms that were counsel for the 
plaintiff and the defendant did considerable work after the 
appointment of the receiver in conjunction with the receiver’s 
counsel in a common united purpose of preventing this 
threatened foreclosure sale. 

Q. How did the amount of legal services rendered under 
the receivership compare with the amount which had been 
required of the firm representing them as their regular coun- 
sel before the receivership? 

Mr. HANLEY. Just a moment. That is objected to on 
the ground that no foundation is laid, upon the further 
ground that it calls at this time for his opinion upon a 
matter of which he had no knowledge except by hearsay, and 
that it is not the ground of an expert opinion until all the 
facts are presented. 

Mr. Manager BROWNING. Mr. President, I have shown 
that this man and his firm represented this company over a 
long period of years, and that he was perfectly familiar with 
the work that was done before and after the receivership. 

The VICE PRESIDENT. Is there any allegation in the 
articles of impeachment as to a conspiracy between the 
respondent and Dinkelspiel & Dinkelspiel? 

Mr. Manager BROWNING. There is an allegation that 
he was favoring the firm of Dinkelspiel & Dinkelspiel with 
these receiverships, and allowing excessive fees for the 
amount of work that was done. 

The VICE PRESIDENT. The witness may answer the 
question. 

The WITNESS. May I have the question read? 

The VICE PRESIDENT. The question will be read. 

The Official Reporter read the question, as follows: 

How did the amount of legal services rendered under the re- 
ceivership compare with the amount which had been required of 
the firm representing them as their regular counsel before the 
receivership? 

The WITNESS. The services subsequent to the receiver- 
ship were not materially dissimilar from the services prior 
thereto. Unquestionably there was some additional work 
involved by reason of the matter being conducted in the 
form of a court proceeding. It became necessary to pro- 
cure orders of the court approving the various leases and 
contracts that were entered into in the course of the com- 
pany’s business. 

The principal services rendered after the appointment of 
the receiver related at the beginning to the threatened bank 
foreclosure. Those services continued for approximateiy 20 
days after the receiver’s appointment and were then ter- 
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minated by the entering into of a satisfactory arrangement 
with the bank by which the receiver was allowed to continue 
to Gispose of the properties of the company in orderly course 
of business; and that procedure resulted in the payment to 
the bank of its indebtedness in full, and the preserving of 
the equity in those goods for the account of the creditors 
and stockholders of the company. 

By Mr. Manager BROWNING: 

Q. Was that service rendered by the attorney for the re- 
ceiver, or by the attorneys for the petitioner and the de- 
fendant company?—A. It was the united and joint action 
of the three firms. I would not say that any one firm did 
any more work than either of the other two. 

Q. Was there any further litigation than this bank matter 
which came up in the case—I mean, court litigation?—A. 
During the first year after the receiver’s appointment I do 
not recall any adversary litigation of any kind. 

Q. How much had been the charges of your firm for the 
legal services to this company, to do all of its legal business, 
before the receivership, per year? 

Mr. HANLEY. Just a moment, Mr. President. Again we 
object upon the ground that that is not the proper way to 
fix fees, as to what they charged. 

Mr. Manager BROWNING. Mr. President, we have made 
a comparison of the amount and quality of work which was 
performed by the attorneys before the receivership and by 
the attorneys for the receiver. We propose to show what 
the receiver received as fees from Judge Louderback. We 


= want to show what the attorneys had been paid for that 
kind of service up to that time. 


The VICE PRESIDENT. The Chair thought the witness 
had already answered the question. The Chair does not 


know the object of it. You may ask the question. 


By Mr. Manager BROWNING: 
Q. What was the amount of fees which your firm had 


received before the receivership?—A. They averaged, for the 


5 years preceding the year in which the receiver was ap- 
pointed, the sum of exactly $679 per year. During the year 


in which the receiver was appointed the charges were in 
excess of that amount. 


That came about in this way: For a period of approxi- 
mately 4 months prior to the appointment of a receiver the 
affairs of the company were under the administration of a 
committee of its creditors, acting under the supervision of 
the San Francisco Board of Trade; and all of the activities 
of the company were very much more onerous by reason of 
that fact. Elaborate, extended meetings were held under 
the supervision of the board of trade, and every step in the 
administration of the company’s affairs was first submitted 
to the members of this committee, and it was the e of 
argument and discussion. 

Q. What was the charge for that year?—A. The charges 
for that period of 4 months were $2,250. 

Q. What fee was applied for by Dinkelspiel & Dinkelspiel 
as attorneys—what amount?—A. The sum of $15,000 for the 
first 12 months following the appointment of the receiver. 

Q. On account or as total fee in the case?—A. As a total 
fee in the case for that period of time. 

Q. What amount was allowed by Judge Louderback?—A. I 
was here in Washington at the time the proceedings in the 
court to allow the amount were held. I do not know of my 
own knowledge, except as I have been informed from the 
records of the court. 

Q. You do know what the records of the court show? 
A. Yes, sir. 

Mr. HANLEY. Let us get the records of the court, if the 
court please, because the records speak for themselves, 

The VICE PRESIDENT. Has the manager on the part of 
the House the records of the court? 

Mr. Manager BROWNING. Yes, sir. We will introduce 
the records. 

I believe you may take the witness. 

Cross-examination by Mr. HANLEY: 

Q. Mr. Richter, how much was agreed by all parties as to 
the services to be rendered by the receiver, Mr. Edwards?— 
A. At the time of his appointment? 
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Q. Yes; as compensation per month.— A. There were va- 
rious discussions among the creditors’ committee with re- 
spect to his compensation; and it was understood rather 
generally that his compensation would be the sum of $750 
per month. 

Q. Was not $1,000 a month agreed to by all parties as the 
compensation that Mr. Edwards, the receiver, should re- 
ceive?—A. No; my recollection is nat. 

Q. I understood you to say that you were not 3 at 
the time the fees were fixed? — A. That is correct. 

Q. Lou know an attorney named Delger Trowbridge, do 
you not? — A. Yes, sir; he is a partner. 

Q. A partner of yours, one of the members of the firm of 
Cushing & Cushing?—A. Yes, sir. 

Q. You have confidence in his judgment as to the value of 
fees, have you not?—A. Yes, sir. 

Q. And if he in open court, upon the hearing of this 
matter, advised the court that a reasonable fee for the serv- 
ices rendered by Dinkelspiel & Dinkelspiel was the sum of 
$15,000 for the 18 months’ time, would you say that that was 
a reasonable amount? 

Mr. Manager BROWNING. Mr. President, we object to 
that question for the obvious reason that this man should 
not be called upon to say whether or not someone else’s 
judgment was correct. 

Mr. HANLEY. Why, he is talking for the firm. He said 
the firm fixed the fees. Now we have estes member of 
the firm. 

Mr. Manager BROWNING. - No; he never said the firm 
fixed the fees, Mr. President. It is not in this record. 

The VICE PRESIDENT. The Chair does not understand 
just what the object of the question-is; but if it is for the 
purpose of showing that it was a reasonable fee, and the 
witness has knowledge as to that, me n a 
legitimate question. 

The WITNESS. I discussed that BERERA with 1 Saha 
bridge, and the discussion was to this effect—that it would 
be impossible, in view of the well-known attitude of the 
respondent in granting excessive fees, to procure any lesser 
fee than that amount. 

By Mr. HANLEY: 

Q. That is your answer to that; is it?—A. Yes, sir. 

Q. Did you know that upon that hearing, when Mr. 
Trowbridge was asked his opinion as to the amount of the 
fees, he advised Judge Louderback—I quote his language—by 
stating that the $15,000 should cover 18 months’ period in- 
stead of 12, and he said. Yes, sir”? Did you know that 
he gave that answer to that statement in open court?—A. 
Yes, sir. 

Q. Did you know further that Mr. Trowbridge, when 
asked this question in the preliminary hearing in this mat- 
ter, had in San Francisco between the 6th and the 12th 
days of September— 

So that you agreed that the fees were to run for a full period 
of 18 months, that $15,000 was a reasonable fee? 

Answered— 

I felt that probably was the best we could hope to cut down 
the amount of the fees. That was offered as a compromise sug- 
gestion. 

Did you know that?—A. Yes, sir. 

Q. So that your partner, Mr. Delger Trowbridge, upon a 
hearing as to the value of the services, testified in the hear- 
ing and agreed to the amount of $15,000 to Dinkelspiel & 
Dinkelspiel. That is true, is it not?—A. I would not answer 
that he agreed to it. 

Q. After I have read to you the testimony of your own 
partner, given in the hearing in this matter preliminarily in 
San Francisco, calling his attention to the fact that he did 
so testify and suggested at the hearing had at the time of 
fixing the fees that a reasonable amount was $15,000, do 
you wish now to change that amount? 

Mr. Manager SUMNERS. Mr. President, we suggest that 
counsel’s interpretation of the testimony on that occasion is 
not a correct interpretation or a correct statement of the 
testimony. x 
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Mr. HANLEY. I will read the testimony of Trowbridge 
upon this subject to refresh this witness's memory. I re- 
member that. I read from page 292 of your own record: 

Q. Did William J. Hayes, our former referee in bankruptcy, and 
one of our attorneys for the board of trade, fix any amount that 
he thought was a reasonable amount?—A. I cannot remember 
whether he did or not. I know he objected to the amount asked 
ila I don't know if he fixed the definite amount he would 

Q. Did you, representing 
amount to the judge and advise 
stating that the $15,000 should cover 18 months’ period 
12 months; yes, I did. 

By Mr. HANLEY: ; 

Q. That is the testimony of Trowbridge, and he was your 
partner. Do you disagree with his amount in fixing fees 
for the services rendered in this particular receivership?— 
A. No; I think we are in perfect agreement. It is the view 
of both of us that the fees allowed were far in excess of any 
reasonable amount. 

Q. You heard me read Mr. Trowbridge’s testimony given 
at a preliminary hearing. Do you disagree with your part- 
ner’s set-up of those values?—A. Not at all. The testi- 
mony, as I understand it, was that he agreed to the amount 
if it were provided for a period of 18 months, instead of 12 
months, solely for the reason that no better relief could be 
obtained under the circumstances before the respondent. 

Q. Do you not know, at the time that you stand here now, 
that the fees were allowed upon account?—A. Yes; I under- 
stand that the fees were allowed on account of the serv- 
ices for 12 months after the petition was filed. 

Q. Did you prepare the order fixing the fees?—A. I did 
not. 

Q. Or agreeing to the amount?—A. Sir? 

Q. You were not here, were you?—A. I was not. 

Q. So who testified in open court as to the value of the 
fees you do not know?—A. No. 

Q. All you know is from hearsay as to what was done? 
Is not that true?—A. During the proceedings on that occa- 
sion. 

Q. There was a threatened closing out in this estate of 
some very valuable canned goods, asparagus, and so forth, 
which had been pledged to the Pacific National Bank. That 
is true, is it not?—A. Correct. 

Q. And the amount that it was pledged for was how much, 
in round figures, at the time of the receivership?—A. Just 
to my recollection, it was approximately $250,000. 

Q. Do you not know that, by a system of negotiation had 
with Mr. Dinkelspiel, then with the others in the affair, they 
stopped the bank from foreclosing their securities, and paid 
the bank and got a very handsome equity out of that 
matter?—A. Yes. I am intimately familiar with those nego- 
tiations, because my firm actively participated in them from 
beginning to end. 

Q. Do you not know that over a series of months the 
firm of Chickering & Gregory, and the firm of Dinkelspiel & 
Dinkelspiel, and yourself, representing Cushing & Cushing, 
drew not one but probably nine agreements in connection 
with the same matter with Bert Sooy, then the attorney for 
the Pacific National Bank?—A. No. Those entire negotia- 
tions required only 20 days after the appointment of the 
receiver to complete. 

Q. How long were the agreements deferred? —A. I do not 
understand the question. 

Q. How long a period of time was the payment of the 
money deferred so that you could wipe out the indebted- 
ness?—A. There was no definite time fixed for deferment. 
The understanding was that the receiver would proceed to 
dispose of the inventoried products in the usual course of 
business. 

Q. Was it not true that it was Gaither—what was the 
name?—A. Gaither, president of the Pacific National Bank. 

Q. And that finally, after these tentative agreements had 
been proposed and each one of them for some reason or 
another was objected to by one party or the other, you had 
what was known as a “gentleman’s agreement”, and he 
said that he would not foreclose on his securities but would 


& Cushing, fix a reasonable 
him——A, (interrupting). By 
instead of 
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allow it to liquidate in orderly manner?—A. Yes, sir; that 
was the outcome that was reached on, I think, the 25th day 
of September. 

Q. Is not that due to the fact that certain matters were 
pointed out to that particular bank president; that he had 
better not go too hard upon this particular matter because of 
certain charges of interest that were considered at least, if 
not regular, a little bit irregular?— A. Les, sir; that is cor- 
rect. 

Q. Was it not a fact that Mr. Dinkelspiel, then Mr. 
Martin of the firm, negotiated delay of payment on this 
matter?—A. Yes; it was myself who suggested to him a 
possible infirmity with respect to interest. 

Q. If the securities had been closed out as contemplated 
by the president of the bank, was there any equity at all 
for the firm at that time, due to the market for asparagus?— 
A. It depended on what they were sold for at forced sale. 
If the securities were sold at private sale—a forced sale— 
without notice, the bank was in a position to bid them in for 
any sum it desired. 

Q. Have you any idea, as you stand here, of the amount 
of money that was realized upon the equity of these goods 
after the bank was paid?—A. I could not testify as to the 
exact amount, but my understanding is that out of the pro- 
ceeds the bank was paid in full and that there was some- 
thing additional remaining. 

Q. Was it $100,000?—A. Oh, no; I would say nowhere 
near that amount. Possibly in the neighborhood of $20,000. 

Q. You are sure of that, are you?—A. That is my best 
recollection. 

Q. At that time the business was running as a going con- 
cern; is not that true?—A. To what time do you refer? 

Q. At the time of the receivership—A. At the time the 
receiver was appointed the operations of the company were 
very active. From the time of his appointment they became 
less active, until at the present time there are very little 
operations of any kind. 

Q. Immediately following the receivership, and for a 
period of a year or more, was not the business actively oper- 
ating and going?—A. No; during the first 12 months con- 
Siderable of the properties of the company were leased 
out to others upon crop-share rentals and other bases of 
rental. 

Q. Is it not true that under the receivership a profit of 
some fifty-odd thousand dollars in the first year was real- 
ized?—A. No. I understand, on the contrary, that after 
taking depreciation and the fees that were allowed by the 
respondent for that period of time the so-called profit ” 
was in fact an actual loss. 

Q. I am asking you now, without the fixing of the fees 
in the estate, did the business show a profit as run under 
the receivership from the sale of the merchandise and, if so, 
how much? 

Mr. Manager SUMNERS. Mr. President 

The WITNESS. My answer is that the operation did not 
show a profit. 

By Mr. HANLEY: 

Q. Have you any detail upon that at all?—A. Sir? 

Q. Have you any detail upon that matter at all?—A. I 
have examined the records to refresh my memory, and 
the records show that the receiver’s accounts for the first 
12 months showed an estimated profit, as I recall, of ap- 
proximately seventy-odd thousand dollars, based upon the 
anticipated sale of certain of the canned goods at the 
then prevailing market prices. Such goods, however, were 
subsequently sold at prices considerably less, so that the 
anticipated profit in that respect was not realized. Further, 
that the so-called “ profit” was arrived at without any ac- 
count of depreciation, and that the depreciation amounted to 
approximately $25,000 a year. And further, that the profit 
did not take into account the fees, amounting to $28,000, 
which were allowed by the respondent for that period of 
time. 

Q. No objection was made at any time to the $14,000 
allowed the receiver, was there?—A. Yes; there was very 
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substantial objection and criticism among the creditors and 
stockholders of the company. The administration, the ex- 
ecutive administration of the company, theretofore had cost 
the company approximately $3,000 a year, and the expenses 
increased the minute the receiver was appointed to $14,000 
a year. 

Q. Do you not know that it was consented by all parties 
concerned that there was to be allowed the receiver, accord- 
ing to your statement, $750 a month alone for salary?— 
A. That is perfectly correct. The creditors were ready to 
allow that amount without objection to the receiver, although 
it was three times what it was then costing the company for 
the services. 

Q. Is it not true, Mr. Richter, that a sale of land of some 
value was made to the Southern Pacific which netted the 
company some thousands of dollars, by the sale of acreage, 
that was negotiated through the receivership?—A. A sale of 
land was made to the railroad, approximately 15 acres, for 
some $9,800, the sale having been practically consummated 
by the president of the company and myself through a long 
period of negotiations preceding the receiver’s appointment. 
The actual consummation of the proceeding occurred subse- 
quently in the course of the receivership, 

Q. After you had negotiated up to a certain point, the 
attorney for the receiver and the receiver negotiated and 
closed the deal, did they?—A. Correct. 

Q. Have you any detail as to the exact amount that was 
received?—A. Approximately ninety-eight hundred dollars. 
Q. Ninety-eight hundred or ninety-eight thousand? 
A. Ninety-eight hundred. It was 15 acres, sold at about $600 
an acre. 

Q. Is it not true that there were a great number of what 
were known as profit-sharing leases made with others upon 
land owned by the Golden State Asparagus Co.?—A. I went 
through the records to see what the proceedings were during 
the first 12 months, and I counted about 16 or 18 proceed- 
ings in court, and I would judge that about 5 or 6 or 7 of 
those were leases. 

Q. In other words, the company owned asparagus land, 
and instead of marketing it at a loss, they had leased it to 
others. Is not that true?—A. The asparagus lands the com- 
pany were interested in were primarily on leased land. They 
had made an investment of approximately $100,000 some few 

- years before the occurrences in question, and the asparagus 
so planted came into bearing; the year following the appoint- 
ment of the receiver, and a considerable amount of the pro- 
ceeds that the receiver accounted for in his first year grew 
out of the recapture of the principal amount so invested in 
the asparagus beds. 

The VICE PRESIDENT. The Chair appoints the junior 
Senator from Rhode Island [Mr. HEBERT] as the Presiding 
Officer for the day. 

(Mr, HEBERT took the chair.) 

By Mr. HANLEY: 

Q. Did you know that at the time the receiver was ap- 
pointed the company agreed that they would also compen- 
sate Mr. Edwards, the proposed receiver, $250 in addition 
to the $750 that was agreed upon by the parties? — A. That 
arose in this way: Associated with the company was an- 
other company known as “the Neilsen Packing Co.“, 100 
percent of the stock of which was owned by the same interest 
that owned 60 percent of the stock of the Golden State 
Asparagus Co., the defendant in this case. It was contem- 
plated that the affairs of both companies would be managed 
by Mr. Edwards under the supervision of the creditors of the 
two companies and the San Francisco Board of Trade, and 
that the salary for the joint operation of the two companies 
would be the sum you mentioned, $1,000 per month, but he 
was never selected or retained to administer the affairs of 
the other company and never performed any services in that 
connection. 

Q. And when the matter came up in open court, do you 
know, from your own knowledge, whether or not Mr. Delger 
Trowbridge, then representing your firm and representing 
the defendant in the action, did not consent to the allowance 
of $14,000 for that period for Mr. Edwards, the receiver?— 
A. I would answer that my information from what he told 
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me was that he consented against his own best judgment, 
and very reluctantly. 

Q. In other words, he said “ yes”, but had a mental reser- 
vation “no”. Is that what you mean?—A. No; I mean 
that he submitted to the order of the court that the sum of 
$14,000 should be allowed on account, because he was satis- 
fied that that was the best that could be accomplished. 

Q. And from the allowance of the attorneys’ fees and from 
the allowance of the receiver’s fees no appeal was ever 
taken?—A. No. 

Q. That is all. 

Redirect examination by Mr. BROWNING: 

Q. Do you know whether the company have had enough 
money to pay those fees that have been allowed?—A. My 
understanding is that the company has not with respect to 
the attorneys; that the sum of $4,000 was paid on account 
of the $14,000, and I do not know, it may be that subsequent 
payments were made, but the company did not have sufficient 
funds with which to make that payment or it would other- 
wise have been made. 

Mr. Manager BROWNING. That is all. 

Recross examination by Mr. HANLEY: 

Q. Just one question. In other words, you mean that the 
liquidation had not gone sufficiently far to bring in cash 
and they have waited? Is that the idea?—A. Well, I mean 
this, that the company did not have adequate cash on hand 
with which to make the payments arising from its opera- 
tions. 

Q. Without sacrificing the property of the company by 
selling out to get those amounts. Is not that true?—A. Well, 
the operations of the company since the receivership have 
resulted in an impairment of capital stock of approximately 
50 percent, having been intact at the time of the receiver's 
appointment, and how the continued disposition of the assets 
could produce funds does not appear to me. 

Q. Do you not know that conditions in the Asparagus 
Co.’s line, as well as in every fruit, canning, and pack- 
ing company practically during the last number of years, 
since the so-called “depression ”, have been such that they 
have operated at a loss, and it was not due to the receiver- 
ship?—A. Absolutely. I do not wish to imply that the opera- 
tions of the receiver were incompetent and negligent, because, 
on the contrary, everybody felt that the receiver was an 
excellent man and performed excellent service. 

Mr. HANLEY. I think that is all. 

Mr. Manager BROWNING. That is all. 

APPOINTMENT OF ATTORNEYS AND ALLOWANCE OF FEES 

Mr. Manager BROWNING. Mr. President, at this point 
we wish to offer the petition in this case for the appoint- 
ment of attorneys, and the order filed April 1, 1932, allow- 
ing the fee of $14,000 to the attorneys Dinkelspiel & 
Dinkelspiel. 

Mr. LINFORTH. As part of your offer, will you state or 
concede that the allowance was on account? 

Mr. Manager BROWNING. I think the order shows how 
it was. 

Mr. LINFORTH. The order shows it was on account. 

Mr. Manager BROWNING. Yes; I think undoubtedly 
there will be further fees allowed there. It is only on 
account. 

The PRESIDING OFFICER. The documents will be re- 
ceived. 

(See U.S.S. Exhibits 40 and 41.) 

EXAMINATION OF DELGER TROWBRIDGE 

Mr. Manager BROWNING. Call Mr. Delger Trowbridge. 

Delger Trowbridge, having been duly sworn, was ex- 
amined, and testified as follows. 

By Mr. Manager BROWNING: 

Q. Please state your name, place of residence, and occu- 
pation —A. My name is Delger Trowbridge; my residence 
is Oakland, Calif.; and my occupation is attorney at law. 

Q. Where is your office?—A. In San Francisco. 

Q. What firm are you connected with?—A. I am a mem- 
ber of the firm of Cushing & Cushing. 

Q. Were you connected with them when the receivership 
in the Golden State Asparagus case arose?—A. I think I 
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was temporarily absent, serving on the Industrial Accident 
Commission of the State of California, when the receiver- 
-ship arose. 

Q. And you were not present when the receiver was ap- 
pointed?—A. I was not. 

Q. What was the first connection you had with the case?— 
A. My first connection with the case was shortly before the 
matter of the application of the receiver and his attorney 
for compensation for the first year’s work came up. 

Q. Please state what that was—A. Mr. Erwin Richter, 
of our firm, was leaving on business for Washington, and 
the matter of the application of the receiver and his at- 
torney for compensation was pending. Mr. Richter informed 
me fully of the whole situation and made certain sugges- 
tions as to what should be done at the time of the hearing 
of this application. 

Q. Were you present at the hearing?—A. I was present at 
the hearing. 

Q. Please state what occurred at that hearing—A. The 
hearing was on Saturday morning, March 26, 1932. The 
court had a long criminal calendar, and the matter was not 
called up until about 20 minutes of 12. Upon the calling 
of the matter a short statement was made as to the nature 
of the application by the receiver and his attorney, and then 
various attorneys representing creditors stated their objec- 
tion to the court’s allowance of fees asked for by the re- 
ceiver and his attorneys. 

Q. Who were they who made those statements?—A. As I 
remember it, the leading attorney for the creditors was Wil- 
liam J. Hayes, attorney for the San Francisco Board of 
Trade. There was a lawyer by the name of O'Donnell; 
there was a lawyer by the name of Arthur Johnson, repre- 
senting about $15,000 in wage claims, who appeared on 
behalf of the State commissioner of labor; and Mr. Fox, of 
the firm of Chickering & Gregory, representing the plaintiff 
American Can Co., with myself, representing the defendant, 
the Golden State Asparagus Co. 

Q. Were all of these people in opposition to the fees that 
had been applied for?—A. They were. 

Q. How much had been asked for?—A. $15,000 was asked 
for in behalf of the receiver for the first 12 months’ work 
and $15,000 for the attorneys for the receiver for the first 
12 months’ work. 

Q. Was there any objection to the application of the re- 
ceiver?—A. No; there was not. 

Q. What was the objection to?—A. The objection was to 
the allowance of the fees to the attorneys. 

Q. What amounts were presented at that time by those 
objecting to the fees as adequate for the services that had 
been rendered?—A. As I remember it, Mr. O’Donnell stated 
to the court that he thought the fees should be not in excess 
of $6,000 for the attorney. When he stated his objection, the 
court was evidently hostile to the objection by creditors. 

Mr. HANLEY. We ask that that be stricken out. 

The PRESIDING OFFICER. That may be stricken out. 
The witness will proceed. 

The WITNESS. When he stated his objection, the court 
ordered him to take the witness stand and testify, as an ex- 
pert witness, as to the reasonableness of the fees asked 
by Messrs. Dinkelspiel & Dinkelspiel. Mr. O'Donnell there- 
upon took the witness stand and stated that, in his opinion, 
the fees allowed should be not in excess of $6,000. 

Q. Were the ones that he ordered to take the witness 
stand the lawyers who were making the objection?—A. 
They were. 

Q. Who else testified, if anyone?—A. I cannot remember 
the names at this time. I know that I did not take the 
witness stand, because I told the court that Mr. Richter 
had handled the matter from the beginning, that I was not 
familiar with the details, and I thought he could pass on 
the reasonableness of the attorneys’ fees from his knowledge 
as a judge. So I did not take the stand. 

Q. Did he invite you to take the stand?—A. I think he 
would have done so, but I forestalled him by making that 
statement. 
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Q. Did he invite the other attorneys there, except the one 
you have mentioned, to take the witness stand?—A. I do 
not remember whether Mr. Fox was invited to take the wit- 
ness stand in that connection, but Mr. Fox, I know, took 
the witness stand in connection with the application of his 
firm for $1,500 attorneys’ fees and very kindly put in a 
word also in behalf of our firm in support of our applica- 
tion for $1,500 for representing the defendant during the 
first year of the receivership. 

Q. Were those fees allowed?—A. The $15,000 fees were 
not allowed. As a matter of fact, the time for adjournment 
was impending; and in order that the thing could be dis- 
posed of quickly, Mr. Fox, of the firm of Chickering & 
Gregory, made the suggestion that any allowance made to 
the attorneys and the receiver be made on account. When 
that suggestion was made, Mr. Dinkelspiel rose and said 
that if such an order were to be made he would be agree- 
able to a lower amount being allowed, if it was understood 
that it was simply on account. Then testimony was taken, 
as I said before, about the fees of the attorney for the plain- 
tiff and the attorney for the defendant, and then the matter 
was submitted and the court adjourned. 

Q. When did you learn of the action of the court as to 
the allowance of those fees?—A. To state just what hap- 
pened, Mr. Dinkelspiel telephoned me that an order had been 
made allowing $14,000 on account for the receiver and for 
his attorneys. I said to him, What order was made regard- 
ing the fees for the attorneys for the plaintiff and for the 
defendant.” He said apparently no order was made: but 
he said, “I am preparing an order to present to the judge 
and I am putting those fees in, inasmuch as there was no 
objection by anyone to the allowance of those fees.” Then 
the next thing I knew Mr. Dinkelspiel sent me through the 
mail a copy of the order as signed by the judge, and the last 
two paragraphs allowing $1,500 to Chickering & Gregory 
and $1,500 to Cushing & Cushing were stricken out in ink, 
and there was no order made one way or the other regarding 
their application. 

Mr. Manager BROWNING. Take the witness. 

Cross-examination by Mr. HANLEY: 

Q. Mr. Trowbridge, you understand that the matter of your 
fees is still a subject of future application, do you not? 
A. Technically, I would say that it is still under submission. 

Q. With reference to the matter of the fixing of the fees, 
can you tell us who was sworn with reference to the reason- 
ableness of the fee on that day?—A. The only witness who 
I can possibly identify as having taken the witness stand 
that morning was Mr. O’Donnell. 

Q. Mr. Vincent O'Donnell, it developed upon the examina- 
tion by Mr. Martin Dinkelspiel, had never been in a receiver 
case; is not that true?—A. I do not remember the details 
of his testimony. 

Q. He was a young attorney, was he not?—A. I would say 
so. 

Q. Was not this his first appearance even in the Federal 
court in a matter of that kind?—A. I have no information 
on that subject. 

Q. Do you recall that when Mr. Martin Dinkelspiel exam- 
ined him and detailed the amount and the value of the 
services that he finally said, “ Yes; I believe $15,000 is a 
reasonable amount to be allowed”?—A. He said that in 
answer to a hypothetical question of Mr. Martin Dinkelspiel, 
including a lot of services that Mr. Dinkelspiel did not per- 
form. 

Q. That was your opinion as to whether or not he had 
performed those services, was it not?—A. That was my 
information. 

Q. You were there with Mr. Hughes, of the board of trade, 
were you not?—A. I was. 

Q. William J. Hughes, since dead?—A. Yes, sir. 

Q. He had been the attorney for a number of years of 
the board of trade?—A. That is correct. 

Q. Do you recall the suggestion he made as to the value of 
the services? -A. He made a suggestion in accordance with 
an agreement between the attorneys for the creditors that 
the amount of $15,000 asked for for the first year’s services 
be allowed for the first 18 months. 
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Q. Thirteen months or eighteen months?—A. Eighteen 
months. 

Q. Do you remember whether or not he said that in his 
opinion it was $12,000 at the outside? Do you recall what he 
said?—A. Some such statement may have been made. It is 
not very clear in my mind now. 

Q. As a matter of fact, however, when he was asked by 
the court and you were asked by the court if you had any 
question of the value of the services, did not the court say, 
“Do not make a statement, gentlemen, about it, but let us 
have sworn testimony.” Do you recall that?—A, Not in 
that form; no. 

Q. Did he ask you men who were objecting to the fees, 
“If you wish to testify to the value of the services, please 
do not do it by an opening statement, but let us make a 
record so I can have before me sworn testimony about the 
matter? —A. He peremptorily demanded that we take the 
stand and testify to the value of the services that we were 
making statements about. 


Q. In other words, you were all contending that certain’ 


fees were not proper and he said, “ You are all lawyers, and 
if you wish to testify to the value of the services, please take 
the stand upon the matter ”, did he not?—-A. He ordered us 
to take the stand. 

Q. You did not take it, did you?—A. No; because I was 
not qualified as a witness, and so told the judge. 

Q. But you did qualify as a witness or in the statement 
that you made there, did you not? You did qualify as a 
member of the firm of Cushing & Cushing?—A.I was 
simply stating our opinion as attorneys on information fur- 
nished to me. 


Q. You testified at the hearing out in San Francisco, did 
you not?—A. I did. 

Q. If I can refresh your memory, Mr. Trowbridge, I would 
like to do so by a few questions. Does this refresh your 
memory as to what took place: 


Cross-examination by Mr. HANLEY: 

Q. Now, on cross-examination you did hear Eugene O'Donnell 
say, knowing what was asked him on cross-examination, that the 
fee would be reasonably worth $15,000?—A. I don’t remember that. 

Q. Did William J. Hayes, our former referee in bankruptcy, 
and one of our attorneys for the board of trade, fix any amount 
that he thought was a reasonable amount?—A. I cannot remem- 
ber whether he did or not. I know he objected to the amount 
asked for, but I don’t know if he fixed the definite amount he 
would allow. 

Q. Did you, representing Cushing & Cushing, fix a reasonable 
amount to the judge and advise him—— A. (Interrupting.) By 
stating that the $15,000 should cover 18 months’ period instead 
of 12 months; yes, I did. 

Q. So that you agreed that if the fees were to run on for the 
full period of 18 months, that $15,000 was a reasonable fee?—A. 
I felt that probably that was the least that we could hope to 
cut down the amount of the fees. That was offered as a com- 
promise suggestion. 

Q. You were compromising, as attorney for the company that 
was in the hands of the receiver. You were not advising any 
unreasonable amount, were you—you don’t want this committee 
to so understand you, do you?—A. I was giving the best advice 
to bring about the lowest figure we could hope to get. 

Q. Kindly answer my question. You were not advising the 
court at that time to have the court allow an unreasonable fee, 
were you?—A. I would rather stand on that last answer, be- 
cause 

Mr. Sumners (interrupting). I think that is sufficient. He has 
answered, 

Mr. Hanley. In any event, you did suggest that, for 18 months, 
$15,000 was a fee that should be allowed? 

The Wirness. That is correct. 


Did you give those answers as I have read them from the 
record of the subcommittee when they were in San Fran- 
cisco between the 6th and the 12th of September 1932?—A. 
That testimony is correct with one exception. The word 
“least should be most.” 

Q. What?—A. The testimony that you read is correct ex- 
cept that the reporter has made a mistake and used the 
word “ least ” instead of “ most.” 

Q. All right.—A. That is in the early part of the excerpt. 

Q. Do you recall Judge Louderback asking Mr. Fox, of 
Chickering & Gregory, whether or not, after he testified 
about his own services, he had any suggestions to make, and 
Fox said that he did not like to make any suggestions at 
all? Do you recall that?—A. I remember that he did make 


a suggestion that any fees that were allowed be allowed 
simply on account, 

Q. And a credit in the amount that what you have stated, 
in your opinion, was reasonable on account?—A. That is my 
recollection. 

Q. And the $14,000 instead of $15,000, as you suggested, 
was allowed on account? That is true, is it not?—A. That is 
correct. 

Mr. HANLEY. That is all. 

Redirect examination by Mr. Manager BROWNING: 

Q. On the examination which has been referred to the 
question was asked you: 

So that you agreed that if the fees were to run on for the full 
period of 18 months that $15,000 was a reasonable fee? 

And you stated your answer was: 

I felt that probably that was the most that we could hope to 
cut down the amount of the fees. That was offered as a com- 
promise suggestion. 

May I ask you to explain why that was the most you 
hoped to cut it down? 

Mr. HANLEY. We object to that. The Senate as the 
jury will take the testimony and his explanation now of 
what he intended to say has no part in the record. 

Mr. Manager BROWNING. Counsel brought that out, 
and I think the witness should have the right to explain. 

The PRESIDING OFFICER. The present occupant of 
the chair thinks that should be left to the determination 
of the court. 

Mr. BLACK. Mr. President, I have a question I desire to 
have propounded. 

The PRESIDING OFFICER. The clerk will read the 
interrogatory proposed by the Senator from Alabama. 

The legislative clerk read as follows: 

Q. What, in your judgment, would have been a reasonable fee for 
the services performed by the attorneys for the receiver? 

The WITNESS. To answer that question fairly and 
honestly I should say that my opinion would be based on 
an examination of the files of work done by the attorneys 
and by conversations with various attorneys interested in 
the case, as I have already testified on direct examination 
that I had no connection with the case in the early part 
of it. However, I would say that a reasonable fee in this 
case should not have exceeded $7,500. 

By Mr. HANLEY: 

Q. And still, notwithstanding the question you have just 
answered, as propounded by the Senator from Alabama, you 
told the committee that a fee of $15,000 for 18 months was 
reasonable?—A. I told them that because I knew that was 
the best deal we could get for the creditors and the company. 

Mr. Manager BROWNING. That is all. 

(The witness retired from the stand.) 

INTRODUCTION OF HOTEL FAIRMONT RECORDS 

Mr. Manager BROWNING. Mr. President, on yesterday 
we requested to insert certain records of the Hotel Fairmont 
in the city of San Francisco, which were brought here by 
the auditor of that hotel, who is now in the hospital on 
account of an operation and would not be in attendance. I 
have submitted these to counsel for the respondent. As to 
some of them a ready agreement was given, and as to others 
judgment was withheld. I would request to know now if I 
may be permitted to insert those under agreement at this 
time as if the auditor were here himself to identify them. 

Mr. HANLEY. We have no objection to their being in- 
serted at this time in the record, with no comments, of 
course, upon them. 

The PRESIDING OFFICER. The documents may be 
offered and received. 

Mr. Manager BROWNING. I offer the registration card 
of the Fairmont Hotel in San Francisco, dated September 21, 
1929: “Name, Sam Leake; street, Guest; city and State, 
San Francisco.” I ask that it may be made a part of the 
record. 

The PRESIDING OFFICER. That may be done. 

(See U.S.S. Exhibit 42.) 

Mr. Manager BROWNING. This has reference to room 26, 
which was occupied by Judge Louderback as heretofore 
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shown in the proof. I also offer the records of said hotel 
covering room 26 from September 1929 to and including 
April 1933. 

The PRESIDING OFFICER. Do you wish to have these 
printed in full in the Recorn? 

Mr. Manager BROWNING. Yes, sir. 

The PRESIDING OFFICER. That may be done. 

(See U.S.S. Exhibit 43.) 

Mr. Manager BROWNING. I also offer the record of room 
679, Fairmont Hotel, occupied by Mr. and Mrs. Leake, and 
by Mr. W. S. Leake, from January 1928 to and including 
April 1933, and ask that they be printed in the RECORD. 

The PRESIDING OFFICER, That may be done. 

(See U.S.S. Exhibit 44.) 

Mr. Manager BROWNING. I further offer the original 
telephone sheets of the daily calls of the Fairmont Hotel 
in San Francisco on the dates of March 11, 1930, and March 
13, 1930, for the special purpose of identifying two calls, 
one on each date, from room 679. The name of the call 
was from “Leake ” to 471 Woodside ” on each date. 

The PRESIDING OFFICER. They may be received. 

(See U.S.S. Exhibit 45.) 

Mr. Manager BROWNING, I understand that counsel for 
the respondent are willing to stipulate that in 1930 the tele- 
phone directory of San Francisco showed that “ 471 Wood- 
side ” was the residence telephone number of John W. Short. 

Mr. HANLEY. That is admitted. 

(At this point Mr. Manager Browning handed Mr. Han- 
ley a paper and Mr. Hanley said:) 

The last offer made is only a summary made in lead-pencil 
writing of the sick auditor. I think the original records 
show these amounts, so I think his lead-pencil memorandum, 
without any chance to check it, ought not to be offered at 
this time. There is no objection to the record itself, but 
there is to the lead-pencil offering. 

Mr. Manager BROWNING. This pencil memorandum 
shows how the monthly payments were made, whether by 
Judge Louderback’s check or whether by cash by Mr. Leake 
for room 26 in the Fairmont Hotel from October 1929 to 
April 1933. I offer this to show or indicate how the pay- 
ments were made for the bill for this room. 

Mr. HANLEY. I think the record would be the best evi- 
dence and not the summary of the record made by the 
absent witness. We will have later the canceled checks. 

The PRESIDING OFFICER. Why not save time by al- 
lowing it to go into the Recorp subject to any correction that 
respondent may find it necessary to make? 

Mr. HANLEY. That is all right. 

Mr. Manager BROWNING. That may be done. 

The PRESIDING OFFICER. It will be received with that 
understanding. 

(See U.S.S. Exhibit 46.) 

EXAMINATION OF SIDNEY M. EHRMANN 

Mr. Manager BROWNING. Call Mr. Ehrmann. 

Sidney M. Ehrmann, having been duly sworn, was exam- 
ined, and testified as follows: 

By Mr. Manager BROWNING: 

Q. Please state your name, your place of residence, and 
your profession—A. My name is Sidney M. Ehrmann; I re- 
side in San Francisco, and I am an attorney at law. 

Q. Are you a member of the firm of Heller, Ehrmann, 
White & McAuliffe?—A. Yes, sir. 

Q. When the controversy over the appointment of Mr. 
Strong arose, where were you?—A. I was in London at the 
time. 

Q. I will read you this statement from the testimony of 
Judge Louderback, given before the committee on the 16th 
day of January last: 

Let me put it very plain to you. The firm of Heller & Ehrmann 
is a strong political firm in San Francisco. Mr, Ehrmann is quite 


a power; also I had a sentimental reason because of the friendship 
of Mr. Ehrmann and my brother. I was sorry to see the whole 


thing, and I was determined that there would be no criticism of 
that estate in the event I had to remove Strong. 

And further the statement is made that you were a regent 
of the University of California. I will ask you if, in fact, 
you were a regent at that time.—A. I was not. 
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Q. Are you one now?—A. I am a regent now. 

Q. When did you become a regent?—A. I was appotnted 
a regent in October 1930. 

Q. Were you present at the hearing on the fees that were 
allowed in this case?—A. Yes, sir; I was present. 

Q. It is the Russell-Colvin case that I have reference to.— 
A. Yes, sir. 

Q. In what capacity?—A. I went there at the instance of 
the San Francisco Stock Exchange to be merely an observer 
and report to them what had happened. 

Q. Did you have any standing in the court at that time 
as an attorney in the case?—A. I had no standing whatso- 
ever as an attorney in the case, because we represented no 
one in court. 

Q. What was the interest of the stock exchange in the 
matter?—A. The interest of the stock exchange was this— 
that they had desired from the outset, in accordance with 
their usual custom, to have as inexpensive and speedy a 
liquidation of the affairs of the bankrupt brokerage concern 
as was possible; and they had received complaints, I under- 
stand, from creditors in regard to the fees that were applied 
for—a total of $128,000—and they wanted to know from me 
what could be done about it. I said, “I do not see that 
andere can be done about it. You have no standing in 
court.” 

Mr. LINFORTH. Just a minute. Mr. President, under 
the rule established, it is incumbent upon us to object to an 
answer, if not responsive or improper, before it is concluded. 
For that reason we interrupt the witness and object to the 
answer and move to strike it out upon the ground, first, that 
it is not responsive to the question and, second, that it is 
incompetent and hearsay so far as the respondent is con- 
cerned. 

The PRESIDING OFFICER. The Chair thinks there is 
some merit in the contention of the respondent. He will not 
order the answer stricken out; but the witness is directed to 
answer the question as far as the question requires an an- 
swer, and then stop. 

By Mr. Manager BROWNING: 

Q. Had the stock exchange in fact received complaints 
from creditors with regard to the cost of administration? 

Mr. LINFORTH. One moment, Mr. President. We object 
to that question unless the witness answers of his own 
knowledge, and not through hearsay. 

The WITNESS. I can only answer that in this way, that 
I am counsel for the stock exchange 

The PRESIDING OFFICER. Just a minute, Mr. Witness. 
You are to answer if you know of your own knowledge. 

The WITNESS. Well, Mr. President, I only know of my 
own knowledge, as counsel for the exchange, of communica- 
tions that have come to the secretary, and which he informs 
me of. No creditor came to me personally in the exchange; 
but a creditor, or two creditors, did speak to me in the court 
room. 

By Mr. Manager BROWNING: 

Q. Then you do know of those two complaints?—A. I 
know of those two complaints. They came up and spoke to 
me in the court room. 

Q. And the others came to you through the due course of 
your relationship as attorney for the stock exchange? 

Mr. LINFORTH. One moment. We object to that as 
being hearsay and incompetent and not binding on the 
respondent. 

The PRESIDING OFFICER. The present occupant of the 
chair feels that the evidence of the men who made the com- 
plaints would be the best evidence here. This witness may 
relate what he knows as to complaints that he himself 
received from those who made them. 

Mr. Manager SUMNERS. Mr. President, will the Presi- 
dent permit a suggestion from the managers? 

The PRESIDING OFFICER. Certainly. 

Mr. Manager SUMNERS. We quite appreciate the cor- 
rectness of the ruling of the present occupant of the chair, 
and we do not want to encumber the Record; but we hope 
the present occupant of the chair will appreciate the fact 
that it is 3,000 miles from here to the place where many 
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of these witnesses reside. We want to proceed substantially 
within the rules but to get before the Senate as clearly as 
we can the picture that the witnesses may be able to give. 

The PRESIDING OFFICER. The Chair appreciates the 
difficulties under which counsel may be laboring. 

Mr. Manager SUMNERS. We do not insist, because this 
is the responsibility of the Senate, and we are just doing 
the best we can under the circumstances, 

The PRESIDING OFFICER. The Chair thinks that if 
the rules are followed the hearing will be expedited and the 
facts will be elicited quite as readily. 

By Mr. Manager BROWNING: 

Q. So you were there because of objections made by the 
creditors of the concern?—A. I was in court during that 
entire hearing. 

Q. How long have you or your firm represented the stock 
exchange of San Francisco?—A. Ever since I became a 
member of the firm originally known as “ Heller, Powers & 
Ehrmann”, in 1905, Before that time I was employed by 
that firm; and the senior member of the firm, Mr. Heller, 
had been attorney for the stock exchange from the early 
nineties. 

Q. Have you known, throughout that length of time, of 
the liquidation of other members of the stock exchange? 
A. Yes, sir. 

Q. Can you now recall any of them?—A. I can recall sey- 
eral cases which were liquidated in the stock exchange itself. 
The president and a committee from the board of governors 
acted in the capacity of receivers, and relied upon my firm 
for such legal advice as was necessary in the liquidation. 

Q. What are the names of those particular cases?—A. 
There is one in particular—there are one or two I would not 
care to mention, because members of those firms are again 
in business—but I recall two that I think there is no objec- 
tion to mentioning. One was the Schwartz matter, Harry 
Schwartz, and the other was Mr. Gregg. 

Q. What was the policy of the exchange with regard to 
these liquidations? 

Mr. LINFORTH. Just a minute. 

The PRESIDING OFFICER. The Chair does not see the 
materiality of that. 

Mr. Manager BROWNING. Mr. President, if I may be 
indulged just a moment, it has been clearly indicated that 
one manner of defense of the conduct of the respondent in 
this case is the activity of the stock exchange with regard 
to the liquidation. We do feel that this man, who has been 
attorney for that concern for 28 years, should be permitted, 
if he knows—and he does say that he knows—to describe 
the attitude that the stock exchange always takes toward 
the liquidation of its members who get into financial diffi- 
culty, and to tell the method by which that liquidation is 
made. We do feel that that is material. 

Mr. LINFORTH. Mr. President, may I add that, of course, 
we are not here trying the attitude of the stock exchange in 
other cases. If we were, it would not be material unless 
they brought home knowledge to the respondent, at and prior 
to the time that he made the order in question, that he knew 
of the attitude of the stock exchange in these other matters. 

Mr. Manager BROWNING. One word, Mr. President; and 
that is that this will establish the unjustified suspicion, if 
there was such a thing, on the part of the respondent at 
that time. 

The PRESIDING OFFICER. The present occupant of the 
chair does not see the materiality of the inquiry and will 
sustain the objection. 

By Mr. Manager BROWNING: 

Q. At the hearing on the fees, when the matter was closed, 
did you receive any communication from Judge Louder- 
back?—A. I received no direct communication from Judge 
Louderback; but on the evening of the second day of the 
hearing 

Mr. LINFORTH. May I interrupt under the rule, Mr. 
President? The witness has answered the question. I sub- 
mit that that kind of an answer calls for no explanation. 

The PRESIDING OFFICER. The witness can answer 
“yes” or “no” and then explain, 
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The WITNESS. I would say “yes.” On the evening of 
the second day, and after the hearing was adjourned, about 
half-past 5 to 6 o’clock, the crier of the court told me that 
Judge Louderback would like to talk to me in chambers, and 
I told him I declined to go. 

Mr, LINFORTH. Just a moment, may it please the Presi- 
dent. We move to strike out that answer as being hearsay 
and incompetent and not binding on the respondent. 

The PRESIDING OFFICER. The Chair will overrule the 
objection, because he assumes counsel for the proponents 
will follow up the question with others and that it is laying 
the foundation for other questions. On that ground the 
Chair will admit it. 

Mr. Manager BROWNING. Mr. President, of course we 
show that for what it is worth, of its own value. 

The PRESIDING OFFICER. It is admitted. 

Mr. Manager SUMNERS. Will the Chair indulge the 
managers for just a moment? 

The PRESIDING OFFICER. Certainly. 

Mr. Manager SUMNERS. As upon the admissi- 
bility of the testimony sought to be elicited from this wit- 
ness with regard to the interest and the custom of the stock 
exchange with reference to their members who get into 
financial difficulty, we desire to call the attention of the 
Chair to a very brief quotation from the opening address 
of the attorney for the respondent, which appears near the 
bottom of page 97, the closing words in the paragraph which 
ends with the word “exchange.” Counsel for the respondent 
made this statement: 

We will show you why the stock exchange was so anxious to 
control the appointment not only of the réceiver but to have ap- 
pointed the attorney for the San Exchange. 


The respondent, of course, has not yet put on his testi- 
mony. We do not want to take the time of the court un- 
necessarily; but this witness for practically 30 years has 
represented the stock exchange as its counsel, and there- 
fore, as every lawyer knows, is familiar with the customs and 
with the motives and with the interest of his client. This 
record shows that his client was interested in the inception 
of this matter in having its auditor and having its counsel 
assist in winding up the affairs of this particular concern. 

We want to show that there was no deviation from this 
general policy with regard to this particular concern, but 
that, for the protection of the reputation of its own mem- 
bers, and for the protection of the interests of the creditors 
of a member, in all instances it was the custom of the ex- 
change to undertake to procure these liquidations through 
those agencies which it controlled, and by this witness we 
want to show that he was carrying out a long-established 
custom which we believe it may be reasonably assumed a 
resident of that community, a judge on the State bench, 
and later on the Federal bench, at least would accept as 
knowledge that falls within the category of common knowl- 
edge, insofar as his group of persons is concerned. We 
do not want to insist, but we want to lay clearly before 
the court the motives which prompt the managers in at- 
tempting to elicit this information, and to show the true 
character and the true relationship of the stock exchange 
with regard to this particular transaction. 

The PRESIDING OFFICER. I assume that the respond- 
ent may have known of it, for he is in no way bound by that 
custom. If the purpose as announced by the attorney for 
the respondent is carried out, and evidence is adduced here 
in support of the statement made in the opening address, 
then this testimony will be quite proper, but until that time 
the Chair does not think it is proper. 

Mr. Manager SUMNERS. We quite understand that. 
I make this statement, not in insisting, but in explanation 
of the attitude of the managers. There are four members 
of this firm here, and we are trying to make it possible for 
them to go if they can. 

Mr. LINFORTH. Mr. Manager, you recall that we are 
through with two members of that firm. 

Mr. Manager BROWNING. Mr. President, we do not con- 
cede that counsel for the respondent has a right to dismiss 
our witnesses until we get ready to dismiss them. Of course, 
they have been very accommodating, 
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The PRESIDING OFFICER. It is not necessary to take 
up the time of the court with that kind of controversy. 
Proceed with the examination. ; 

Mr. Manager BROWNING. That is all with this witness 
for us. 

Cross-examination by Mr. LINFORTH: 

Q. You not only attended the hearing of the application 
for fees, but you were also a witness, were you not?—A. I 
was subpenaed as a witness. 

Q. And you testified as a witness, did you not?—A. 
Yes, sir. 

Q. I want to call your attention to page 30 of the record 
and ask you if at that time and upon that hearing you 
testified as follows: f 

I do not in any way underestimate the value of the services, but 
I cannot help basing my opinion on the fact that I have given 
an estimate, or my firm has given an estimate, of what the legal 


fees would be in case of a receivership, and naturally I may be 
influenced in that respect, 


I want to call your attention particularly to what follows: 
I want to say right here that the work done has been excellent, 
both on the part of the receiver and on the part of the attorneys, 
so far as I have heard from every source. 

Did you so testify before Judge Louderback on that hear- 
ing and before he made any order?—A. I did. 

Q. And was that your then opinion?—A. Based on the 
evidence that I heard, that was my opinion, and still is, on 
all the evidence that I heard given in that case. 

Q. And was it your opinion at that time that the work 
done, both by the receiver and by his attorneys, had been 
excellent from every source that you had heard from?—A. 
From any source I had heard from, the administration had 
been very well carried on, excellently carried on. 

Q. Both by the receiver and by his attorneys?—A. As far 
as I had heard. I heard most of the detail in the courts 
on the testimony of the receiver and his attorneys. 

Mr. LINFORTH. No further questions. 

The PRESIDING OFFICER. Have the managers any 
further questions? 

Mr. Manager BROWNING. That is all. 

The PRESIDING OFFICER. The witness will be ex- 
cused. 

Mr. Manager BROWNING. Just one moment, if I may 
ask one question. 

Redirect examination by Mr. Manager BROWNING: 

Q. At that time what did you testify that, in your opinion, 
the services of the attorneys were worth in that case?—A, I 
testified that, in my opinion, the outside figures would be 
between $20,000 and $25,000. 

Mr. Manager BROWNING. That is all. 

Recross-examination by Mr. LINFORTH: 

Q. Mr, Ehrmann, I have a few more questions, then. Did 
you not upon that hearing testify in substance that prior 
to any work being done in the receivership matter your 
firm had given an estimate to the stock exchange of what 
you thought your firm would charge if you people were the 
attorneys?—A. Yes, sir; I understand that an estimate was 
given as to the total fees that would be payable in the 
event of liquidation through court. That was done because 
the stock exchange had previously liquidated these partner- 
ships and knew what the costs were. 

Mr. LINFORTH. Mr. President, in line with the policy 
established I interrupt the witness and move to strike out 
the latter part of his answer as not responsive and not in 
explanation of the answer given. 

The PRESIDING OFFICER. It seems to the Chair that 
the answer is responsive, though going perhaps beyond the 
necessity. I overrule the objection. 

By Mr. LINFORTH: 

Q. That estimate to which you referred in the testimony 
which you gave was an estimate which your firm gave to 
the stock exchange, was it not?—A. Yes, sir; it was an esti- 
mate of what the court costs ought to be, both for the 
receiver and for the attorneys for the receiver, 

Q. You did not give that estimate to Mr. Strong, the 
receiver, but you gave it to the stock exchange. Is that 
correct?—A. It was reported to the secretary of the stock 
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exchange, who made the inquiry what the costs of such a 
receivership should be. 

Q. Is it not the fact that in giving your testimony on this 
application before Judge Louderback in words or substance 
you stated that you could not keep and you could not help 
from basing your opinion on the fact that your firm had 
given an estimate as to what the fees to the stock exchange 
would be in case of receivership?—A. I said that, Mr. Lin- 
forth, in starting to give my testimony, and I was halted 
from all testimony of that kind by the counsel for the 
respondent—— 

Mr. LINFORTH. I again interrupt, Mr. President, and 
submit the answer is not responsive in any sense to the 
question, 

The PRESIDING OFFICER. The witness might have 
answered that “yes” or “no” and explained why he 
answered “yes” or “no.” I overrule the objection. 

The WITNESS. I wanted to say further in explanation 
that that was given in connection with testimony given to 
me—that was given by me—that, regardless of that fact, and 
based on the evidence I had heard and examined, the serv- 
ices were worth between 20 and 25 thousand dollars at the 
outside. 

By Mr. LINFORTH: 

Bearing on the question of the fees and your estimate, did 
you not give this answer at that time?— 

My opinion has practically been formed by the fact that my 
firm told the stock exchange what would approximate the charge. 

Did you give that answer at that time? —A. If it is in the 
record there, I did, Mr. Linforth. 

Q. Would you like to see it?—A. I quite take your word 
for anything you read from the record, sir. 

Q. Thank you. We have known each other a long time — 
A. I have known you so long that I quite appreciate that fact 

Q. When you gave that answer you meant it, of course, 
did you not?—A. Yes, sir. 

Mr. LINFORTH. No further questions. 

Redirect examination by Mr. Manager BROWNING: 

Q. Mr. Ehrmann, will you explain about the report to the 
stock exchange on which you have been interrogated, giving 
an estimate of what your firm would charge? How did that 
come about?—A. It comes about this way. In these previous 
liquidations that took place in the stock exchange there was 
no charge for the receivership, because it was done through 
the president and a committee of the board of governors, 
and the charges of the attorneys were very small. In the 
Schwartz matter, for example, which involved between, I 
will say, three and four hundred thousand dollars 

Mr. LINFORTH. Just a moment. 

The PRESIDING OFFICER. I think that is not called 
for. 

Mr. Manager BROWNING. Mr. President, with all 
deference, if I may be permitted a word, counsel for the 
respondent asked specifically about the report he gave to 
the stock exchange, or which his firm gave to it, as to the 
estimate of what they would charge; and it was interwoven 
with the testimony he gave, which was quoted here from the 
record by counsel for respondent; and I think that under 
the rules surely he should be permitted to explain what that 
was on which this testimony is said to have been based. 

The PRESIDING OFFICER. Counsel is quite right; the 
witness may testify and say what report he gave to the 
stock exchange. 

Mr. Manager BROWNING. All right. 

Mr. LINFORTH. Mr. President, may I add a remark? 
The question I asked the witness related to an estimate his 
firm gave to the stock exchange about this very case, not 
the Schwartz. case or some other case, and whatever they 
did in regard to this particular case we have not the slight- 
est objection to. 

The PRESIDING OFFICER. That is my recollection, and 
it is quite proper for the witness to testify regarding that. 
Counsel may interrogate him on that. 

By Mr. Manager BROWNING: 

Q. Will you explain, Mr. Ehrmann, about the report which 
your firm made to the stock exchange on the fee which it 
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would cost to liquidate this estate?—-A. My firm reported to 
the stock exchange that they were unable to definitely state 
what the services would entail, but that in any event they 
would say that the attorneys’ fees would not exceed $20,000. 

Q. What about the receiver’s fees? Did you make any 
report on that?—A. I understand—I have not heard this 
except through the secretary of the stock exchange—that 
the receiver was not to receive in excess of $15,000. I may 
say those things were told me when I was asked to attend 
the hearing. X 

Mr. LINFORTH. Then I move to strike out those an- 
swers upon the ground that they are hearsay. 

The PRESIDING OFFICER. Mr. Witness, were you told 
‘under what circumstances these statements were made?— 
A. No; these statements were made to me. 

The PRESIDING OFFICER. By whom? 

The WITNESS. By the president and secretary, as I re- 
call it. I spoke to both of them before I was instructed to 
go out as an observer on this application for fees that totaled 
$128,000. 

Mr. Manager BROWNING. That is all. 

Mr. McKELLAR. Mr. President, I have a question which 
I desire to have asked the witness. 

The PRESIDING OFFICER. The Senator from Tennes- 
see propounds an interrogatory, which the clerk will read. 

The legislative clerk read as follows: 

Do you know John Douglas Short, and can you give us some 
facts about him? Can you advise us as to his ability and his 
integrity? How long had he been practicing law when he was 
appointed attorney for the receiver? Was he a lawyer in a firm, 
or was he simply a lawyer employed by a firm? 

The PRESIDING OFFICER. Mr. Clerk, let me suggest 
that you read the first interrogatory, and let us get an 
answer to that, and then we can proceed with the other 
branches of the question. ` 

The legislative clerk read as follows: 

Q. Do you know John Douglas Short and can you give us some 
facts about him? 


The WITNESS. My first acquaintance with John Doug- 
las Short was at the time of this hearing on the application 
for fees. I did not know him previously. 

The legislative clerk read as follows: 
Can you advise us as to his ability and his integrity? 


The WITNESS. Not from my personal knowledge; only 
from what I have heard. 

The legislative clerk read as follows: 

How long had he been practicing law when he was appointed 
attorney for the receiver? 


The WITNESS. I can give that only from what I have 
heard, not from my knowledge. 

Mr. LONG. Mr. President, a parliamentary inquiry. 
Could the witness not give his knowledge on both those 
questions? Could he not give both answers on his knowl- 
edge? 

The PRESIDING OFFICER. In the opinion of the Chair, 
if he does not know of his own knowledge, but only from 
what he heard, it would not be admissible. Of course if he 
knows what the man’s reputation is in the community he 
can testify to that; if he does not know, his answer would 
be immaterial. 

Mr. McKELLAR. I have not the question before me, but 
I will amend it so as to include his general reputation. 

The PRESIDING OFFICER. The Senator from Tennes- 
see amends his interrogatory and the clerk will read it as 
amended. 

The legislative clerk read as follows: 

Q. Can you advise us as to his ability and his integrity from 
reputation? 

The WITNESS. I do not think Mr. Short had established 
a reputation at the bar, and I had heard nothing as to his 
ability, one way or the other. I cannot advise as to that. 
I generally think I would have heard about his ability had it 
been of any outstanding character. 

The legislative clerk read as follows: 


Q. How long had he been practicing law when he was sean 
attorney for the receiver? 
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The WITNESS. I think he had been practicing law for 
4 or 5 years. 

The legislative clerk read as follows: 

Q. Was he a lawyer in a firm or was he simply a lawyer employed 
by a firm? 

The WITNESS. He was a lawyer employed by a firm. 

Mr. McKELLAR. I will submit one other question. 

The PRESIDING OFFICER. The Senator from Ten- 
nessee offers a further interrogatory, which the clerk will 
read. 

The legislative clerk read as follows: 

Q. How long have you been at the bar in San Francisco, and have 
you enjoyed an extensive practice, and have you a general knowl- 
edge of lawyers there? 

The WITNESS. I was admitted to the bar in 1897 but 
did not commence to practice until 1 year later, in 1898. 
Consequently I have been at the bar for 35 years. I have 
quite an extensive practice and am well acquainted with 
members of the bar. In the last 10 years, I want to say, I 
have not become acquainted with the younger men in the 
way that I know men like Mr. Linforth and Mr. Hanley. 

Mr. BLACK. I desire to propound an inquiry. 

The PRESIDING OFFICER. The Senator from Alabama 
propounds an interrogatory, which the clerk will read. 

The legislative clerk read as follows: 

Q. Dou you know the general character and reputation of W. S. 
Leake in San Francisco? 

The WITNESS. I think I have heard him discussed a 
good deal. 

The legislative clerk read as follows: 

Q. I so, is his general character good or bad? 


The WITNESS. If I had to answer that question cate- 
gorically, I would say that I have not heard him praised.’ 

The PRESIDING OFFICER. Are there any further ques- 
tions desired to be asked by Senators? 

Mr, BLACK. In order that I may get an answer to my 
question, I should like to ask another question. 

The PRESIDING OFFICER. The Senator from Alabama 
propounds a further inquiry, which will be read by the clerk. 

The legislative clerk read as follows: 

Q. Is Mr. Leake's general reputation for honesty and integrity 
good or bad? 

The WITNESS. I do not know. I cannot answer that 
question. 

The PRESIDING OFFICER. Are there any further ques- 
tions? 

Mr. Manager BROWNING. I have no further questions to 
ask, Mr. President. 

Recross-examination by Mr. LINFORTH: 

Q. Mr. Ehrmann, in the last 20 years have you come in 
contact with Mr. Leake?—A. No, sir. 

Q. In the last 20 years have you come in contact with any 
of Mr. Leake’s friends or associates?—A. I do not think so. 

Q. In the last 20 years have you come in contact with 
anyone who, to your knowledge, has come in contact with 
Mr. Leake?—A. I have heard people talk about Mr. Leake 
on various occasions. I do not know what their contacts 
with him were. 

Mr. LINFORTH. I think that is all. 

Mr. Manager BROWNING. That is all. 

The PRESIDING OFFICER. The witness is excused. 

RE-EXAMINATION OF DELGER TROWBRIDGE 

Mr. Manager BROWNING. Call Mr. Delger Trowbridge 
again. 

Delger Trowbridge, having been previously duly sworn, 
was recalled and testified as follows: 

By Mr. Manager BROWNING: 

Q. Mr. Trowbridge, do you remember the origin of the 
claim against the Lumbermen’s Reciprocal Association in 
the name of Helen Lay that resulted in a receivership in 
that case?—A. I remember that, Mr. Browning. 

Q. Do you remember the date when it arose, approxi- 
mately?—A. Approximately, July 24, 1930. 

Q. What was the first information you had about it— 
before asking that question I will ask in what official ca- 
pacity you were acting at that time?—A. I had been for 
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some 2 years a member of the Industrial Accident Commis- 
sion of the State of California. 

Q. And was it in that capacity that you learned of this 
claim?—A. My connection with that matter was entirely 
as a member of the Industrial Accident Commission. 

Q. Please relate how the claim came to your attention.—A. 
Do you want me to give the history of the beginning of it? 

Q. Yes; briefly—A. Abou. 

Mr. HANLEY. Mr. President, just a moment. I submit 
that we have listened to histories until it is getting tire- 
some. I think we ought to have questions put so we will 
be in a position to make legal objection to testimony, and I 
object now to the witness making a statement that will be 
largely hearsay testimony until we have a chance to object 
to it in legal form. 

The PRESIDING OFFICER. The managers on the part 
of the House in the conduct of their examination must be 
allowed some latitude, and the Chair overrules the objection. 

Mr. Manager SUMNERS. Mr. President, may I make an 
apology? 

The PRESIDING OFFICER. The manager may proceed. 

Mr. Manager SUMNERS. I am advised by my associates 
that a rule was announced under which only one manager 
would be permitted to address the Chair or the Senate sitting 
as a court with reference to matters, and, not understanding 
that rule, I offered some observations a moment ago with 
regard to the admission of testimony. I was not aware of 
the rule, and I make that apology to the Chair and to the 
Senate sitting as a court. 

The PRESIDING OFFICER. The Chair will say that 
there was no objection to the remarks of the manager, and 
the Members of the Senate well understood that what he 
said was quite in order. 

The WITNESS (continuing). About July 23, 1930, I re- 
ceived a call from Mr. Roy Bronson, a prominent practi- 
tioner before the Industrial Accident Commission. He told 
me that he was attorney in California for the Lumbermans 
Reciprocal Association, an insurance company of Texas, 
which wrote a lot of compensation-insurance business in 
California. He told me that the company in Texas was hav- 
ing financial difficulties and was drawing large sums of 
money out of the account in California; that he was afraid 
that there was going to be a smash, and that the actions of 
the Texas officials would prejudice the California creditors. 
I said to Mr. Bronson, “ What has that got to do with me?” 
He said, “ Well, we would like to arrange it so that we can 
get a better receiver appointed to protect the funds in Cali- 
fornia.” He explained that the insurance commission in the 
State of California had no power to act in the matter until 
a receiver was appointed in Texas, and that there was no 
information that a receiver in Texas was about to be ap- 
pointed—that is, within the next few hours. He also stated 
that in order to get into the Federal court they had to get 
a claim for $3,000. 

The PRESIDING OFFICER. The Chair will suggest that 
all that evidence is purely hearsay and the time of the Sen- 
ate sitting as a court should not be taken in rehearsing these 
things. The witness may say as a result of the conversations 
with these people what he did; that is quite proper; but as 
for restating the conversations that he had with various 
people in the course of these transactions, that, to the mind 
of the present occupant of the chair, is wholly immaterial, 
and is needlessly taking up the time of the Senate. 

By Mr. Manager BROWNING: 

Q. As a result of these conversations and following them, 
was a claim presented to you for your action?—A. There 
was a claim presented for our action by a Helen Lay, who 
was the widow of a workman who was killed during the 
course of his employment, and, with the understanding that 
in case of a receiver being asked for in the Federal court the 
State insurance commissioner would be recommended by the 
attorneys who were interested, we consented to make an 
award for Mrs. Lay in the sum of $5,000 forthwith. In 
order to do that it was necessary for the attorneys for the 
defendant insurance company to waive notice of hearing 
and consent to the commutation of the award to an imme- 
diate payment of $5,000. 
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Q. Was that consent given?—A. What consent? 

Q. To waive all of that?—A. Yes; the insurance company 
representative waived notice of hearing and agreed to the 
payment of the lump sum of $5,000 forthwith. 

Q. Was that an absolute allowance of the claim, or was 
there any condition attached to it? 

Mr. LINFORTH. Just a moment. We object to that, 
may it please the Chair, upon the ground that if it was not 
absolute and was conditional it is surely the subject of a 
writing, and the writing would be the best evidence. 

By Mr. Manager BROWNING: 

Q. Do you have certified copies of your action on that 
claim with you, Mr. Trowbridge?—A. I think I furnished 
the managers with a copy this morning. 

Q. I hand you those documents and ask you to state what 
they are.—A. I hold here a certified copy of the application 
for adjustment ‘of claim, findings, and award, filed July 28, 
1930; petition for rehearing by the Bos Construction Co. 
filed August 5, 1930; order granting petition for rehearing 
of defendant Bos Construction Co. filed August 8, all certi- 
fied by the assistant secretary of the Industrial Accident 
Commission under seal of the commission. 

Mr. Manager BROWNING. We offer these in evidence. 

The PRESIDING OFFICER. They may be received. 

(See U.S.S. Exhibit 47.) 

The WITNESS. I have also here a certified copy of the 
order denying the petition for writ of review against the 
order of the commission granting the petition for rehearing, 
certified by the clerk of the Court of Appeals of the State 
of California, which would complete the documentary rec- 
ords just stated. | 

The PRESIDING OFFICER. Is it the desire of counsel 
to have the last document also offered? 

Mr. Manager BROWNING. Yes; we offer that. 

The PRESIDING OFFICER. It may be received. 

(See U.S.S. Exhibit 48.) 

By Mr. Manager BROWNING: 

Q. Was the first order made a conditional order? 

Mr. LINFORTH. We object to the question as to whether 
or not it was a conditional order upon the ground that the 
order speaks for itself. 

The PRESIDING OFFICER. Is the inquiry directed to 
the order which has just been introduced? 

By Mr. Manager BROWNING: 

Q. Was the first order made a conditional order? 

The PRESIDING OFFICER. Would it not save time to 
ask the question rather than to have the order read? 

Mr. LINFORTH. With that suggestion I withdraw the 
objection. 

The PRESIDING OFFICER. The Official Reporter will 
read the question. 

The Official Reporter read as follows: 

Was the first order made a conditional order? 


The WITNESS. Do you mean conditional as a matter of 
law or as a matter of fact? 

By Mr. Manager BROWNING: 

Q. Was it subject to be revoked? I mean, was there a 
condition in it so it could be revoked by action of the com- 
mission?—A. What you mean is that under the law we had 
the power to grant the petition for rehearing if the petition 
were filed and the petition to reopen under the Workmen’s 
Compensation Act. Under the law the order could be re- 
viewed and set aside in those two manners. 

Q. Do you have any personal knowledge when the applica- 
tion was made for receivership based on this claim that you 
had allowed?—A. I have personal knowledge through the 
papers in the clerk’s office in the United States District 
Court for the Northern District of California, from my own 
examination of them. 

Q. What representation was made to you, before the 
granting of the order, as to who the receiver would be in 
this case? 

Mr. LINFORTH. We object to that as not in any way, 
shape, or form binding upon the respondent and because it 
calls for hearsay. 
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Mr. Manager BROWNING. If it is not competent for 
that purpose, of course, the Senate as a court would not 
consider it; but if I may be permitted to say, our theory of 
the case is that the State commissioner of insurance, who 
was finally determined under the law to have exclusive 
jurisdiction of the administration of this estate, thought he 
had the assurance, and this commissioner when he granted 
the claim thought he had the assurance that the commis- 
sioner would be appointed receiver in that case. I was 
merely trying to show that fact. 

The PRESIDING OFFICER. If the insurance commis- 
sioner has some knowledge of this case that is material, he 
is the best evidence. You should not offer hearsay evidence 
of this character if that is the fact. 

By Mr. Manager BROWNING: 

Q. After the granting of this claim or after favorable ac- 
tion on the claim, was the petition filed for a rehearing?— 
A. The petition for a rehearing was filed. 

Q. When?—A. As I remember the record, it was on Au- 
gust 5, 1930. I would like to consult the certified copies of 
the record again. [After examining the papers.] It was 
filed August 5, 1930. 

Q. Were you present in the hearing on the receivership 
when it was had before Judge Louderback?—A. I was pres- 
ent at a hearing before Judge Louderback on August 8, 1930, 
involving the question of whether the receivership could be 
vacated or not, and also whether the receiver appointed by 
Judge Louderback should have the right to continue with 
the receivership, and I believe he asked for an injunction 
restraining the State officials from exercising any jurisdic- 
tion in the matter of that case. 

Q. In the meantime the Federal receiver had been ap- 
pointed by Judge Louderback?—A. Yes; that is correct. 

Q. Who was it?—A. Samuel Shortridge, Jr. 

Q. Who was appointed as counsel for him?—A. Marshall 
Woodworth. 

Q. In the meantime the State commissioner of insurance 
had contested the right in the Federal court, if I understand 
it, for this receiver to act?—A. He had filed a petition to 
revoke the appointment of Samuel Shortridge, Jr., as re- 
ceiver of this company. 

Q. And it was in the hearing on that petition in which 
you appeared in court?—A. That is correct. 

Q. In what capacity did you appear?—A. I appeared as 
a member of the Industrial Accident Commission and testi- 
fied regarding the actions of the commission. 

Q. What testimony did you give before Judge Louderback 
at that time with regard to this petition? 

Mr. HANLEY. If it is in writing we ought to have it. 

The PRESIDING OFFICER. That would be the best 
evidence. 

By Mr. Manager BROWNING: 

Q. Do you know whether a record was made of your evi- 
dence or not?—A. I believe there was. I think it appears 
in the transcript on the appeal of the Lumbermen’s Recip- 
rocal Association case to the United States Circuit Court of 
Appeals. 

Mr. Manager BROWNING. Mr. President, we are going 
to ask the witness to stand aside temporarily so we may get 
the record. It is in the Judiciary Committee room. I apolo- 
gize for not having it present because I did not know that 
such a point was going to be raised. We have a certified 
copy of the transcript which we want to present and verify. 

The PRESIDING OFFICER. Cannot counsel agree as to 
the general purport of the testimony? 

Mr. HANLEY. I think we can, although there are certain 
parts of the cross-examination that Mr. Bronson made of 
this witness that we want made a part of the record. 

The PRESIDING OFFICER. Very well. The witness may 
stand aside temporarily. 

(The witness retired from the stand.) 

PHYSICAL CONDITION OF WITNESS EDWARDS 

Mr. LINFORTH. Mr. President, may I suggest to the 
honorable managers that Mr. Edwards, a witness subpenaed, 
has notified us that he has an infection of the throat and ear 
and desires to go to the hospital. We have had him in wait- 
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ing this morning and I understood from Mr. Manager Perkins 
that he was to be called so he could be excused. I merely 
call attention to that in case the managers have over- 
looked it. 

Mr. Manager BROWNING. Did we subpena him? 

Mr. LINFORTH. No, you did not; but my information 
was that you gentlemen asked him to be here, that you 
desired him. If you do not desire him, I would, under these 
conditions, ask leave to call him out of order as our own 
witness. 

The PRESIDING OFFICER. What is the disposition of 
the managers? 

Mr. Manager BROWNING. We do not care to put him on 
at this time. So far as counsel’s application is concerned, 
we do not resist it. We are perfectly willing for them to put 
him on if they desire. 

The PRESIDING OFFICER. Does counsel for the re- 
spondent feel that this is absolutely necessary at this time? 
Is it not possible that the witness can be here in a day or 
two? 

Mr. LINFORTH. The witness advised me that he had 
picked up this infection in Chicago and that he had been 
doctoring it ever since he received it and he was afraid he 
would be ordered into the hospital. I would like for you, Mr. 
President, to interrogate him to see whether the situation is 
so serious that he should be called out of order. 

Mr. Manager SUMNERS. We do not insist upon the Pre- 
siding Officer interrogating the witness to ascertain the fact. 
We are perfectly willing for him to come on. 

The PRESIDING OFFICER. The House managers have 
no objection to his appearing at this time? 

Mr. Manager SUMNERS. None at all. 

Mr. LINFORTH. The Sergeant at Arms has just advised 
me that the witness left without. waiting to hear further 
from us. z 

EXAMINATION OF THOMAS W. SLAVEN 

Mr. Manager BROWNING. We will call Mr. Slaven. 

Thomas W. Slaven, having been duly sworn, was examined 
and testified as follows: 

By Mr. Manager BROWNING: 

Q. State your name, place of residence, and profession.— 
A. Thomas W. Slaven, Berkeley, Calif., attorney. 

Q. With what firm are you connected?—A. Bronson, 
Bronson & Slaven. 

Q. Were you so connected with them when the Lumber- 
men’s Reciprocal Association matter arose?—A. I was. 

Q. What was your first connection with the case?—A. It 
was about 3 days before the receiver was appointed when Mr. 
Roy Bronson, who had been handling the matter, told me he 
was leaving town and asked me to check up at the Industrial 
Accident Commission and see if an award had been issued 
out there in the case of Lay against Lumbermen’s Reciprocal 
Association. 

Q. Did your firm at that time represent the Lumbermen’s 
Reciprocal Association?—A. We did. 

Q. Who represented the petitioner in that case?—A. Mr. 
Reisner—J. D. Reisner. 

Q. Of what firm, if any?—A. I believe it was Reisner & 


Q. At the time the application for receivership was made 
before Judge Louderback were you in attendance?—A. I was. 

Q. In what capacity?—A. Attorney for the defendant 
company, the Lumbermen’s Reciprocal Association. 

Q. And Mr. Reisner was representing the plaintiff or the 
petitioner?—A. He was. 

Q. Do you remember on what date the application was 
made? A. July 29, 1930. 

Q. When you went to the Federal building that day, was 
that before or after your petition had been filed?—A. I went 
to the Federal building just before noon. The petition had 
been filed a few moments before I got there by Mr. Reisner. 

Q. What judge’s name did you draw in the lottery there?— 
A. When I arrived I found that Judge St. Sure’s name had 
been drawn but that they found Judge St. Sure was out of 
town, so on a redraw Judge Louderback’s name was drawn. 

Q. Then what did you do after the name of Judge Louder- 
back was drawn—you and Mr. Reisner?—A. Our intention 
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was to see the judge at 12 noon when he left the bench. I 
do not recall the reason why, but either his secretary or one 
of the clerks told me that we could not see him until 2 
o' clock that afternoon and to come back then. 

Q. Did you go back at that time? A. We did. 

Q. When the petition was presented, what was suggested, 
and by whom, if you recall, with regard to who would be the 
receiver in that case? A. My first discussion as to who 
would be the receiver was with Mr. Reisner on that morning 
when I arrived out at the court. 

Q. Did you come to any conclusion on it then?—A. No 
real conclusion. Mr. Reisner stated—well, he asked me, 
“Who. is to be receiver here?” I said, “I do not know.” 
He said, “ Sam Shortridge, Jr., will be appointed.” I believe 
he said it was fixed. 

Q. Did you get any information in any other way that 
Sam Shortridge, Jr., was to be proposed?—A. About 10 or 
15 minutes after that conversation with Mr. Reisner, and 
when we were told to return at 2 o’clock, I was handed a 
sheet of paper with three names on the paper. The first 
name was Samuel Shortridge, Jr. The other two names I 
did not know, and never heard of them, and I do not 
remember who they were. 

Q. Who handed you this paper, as well as you remem- 
ber?—A. Well, I believe it was the judge’s secretary, but I 
am not entirely sure. It was the judge’s secretary or one 
of the clerks there. 

Q. What was the suggestion with regard to the paper? 
Why were these names given you?—A. That we should pro- 
pose one of those three names as receiver. 

Q. After you got into the judge’s chambers to make the 
application, did anyone propose Mr. Shortridge at that time 
as receiver?—A. Yes. 

Q. Who was that?—A. Mr. Reisner. 

Q. Did you have anything to say about it yourself?—A. I 
said, “ That is satisfactory to us.” 

Q. Then what request was made of you by the judge at 
that time, if any?—A. He said, “I will want that reduced 
to writing by both of you.” 

Q. Was the request reduced to writing?—A. It was. 

Q. And signed by both of you?—A. It was. 

Q. At that time was anything said about who was to be 
his counsel in the case?—A. It was not mentioned at all. 

Q. Were you asked to recommend any one?—A. We were 
not. 

Q. How long did you stay there, approximately, in the 
judge’s chambers?—A. About 15 minutes. 

Q. After you left there, where did you go?—A. I went back 
to my office. 

Q. How long did it take you to get back there?—A. An- 
other 15 minutes. 

Q. What was the next thing you heard with regard to this 
receivership after you got back to your office?—-A. We went 
back to court—at least, I went back to court—again, with 
the order appointing the receiver prepared, as I recall; and 
that was signed then by the judge. Then I went back to 
my office again. In other words, I made two trips there in 
the afternoon, according to my recollection. 

Q. Did you see the judge on the second trip?—A. I believe 
I did. Yes; I am quite sure I did. 

Q. Did anything transpire between you at that time ex- 
cept the signing of the order?—A. Nothing. 

Q. What time did you get back to your office after this 
second visit?—A. Around 3:30. 

Q. Then who was the next person you heard from with 
regard to the receivership?—A. About 10 or 15 minutes after 
I returned to my office word was sent in to me that a gen- 
tleman was outside who said that he was attorney for the 
receiver of the Lumbermen’s Reciprocal Association. I said, 
“Bring him in.” 

Q. Who was it?—A. A gentleman was brought in and was 
introduced to me as Marshall Woodworth. 

Q. Had you ever seen him before that you know of?— 
A. Not that I know of. 

Q. What statement did he make to you about it then?— 
A. He said, “I happened to be out in Judge Louderback’s 
court this afternoon. As I was passing through the court 
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room the bailiff came over to me and said, ‘ The judge wants 
to see you at the first recess.’ I waited, and at the recess 
the judge told me that he wanted me to act as attorney for 
the receiver of the Lumbermen’s Reciprocal Association.” 
He said, “I know nothing about the matter at all; so, on 
hearing that you gentlemen were the attorneys for the 
company, I thought I had better come around and get 
acquainted ”—words to that effect. 

Q. You were not connected with the litigation with regard 
to the receivership after that time?—A. I was not. 

Mr. Manager BROWNING. Take the witness. 

Cross-examination by Mr. LINFORTH: 

Q. Mr. Slaven, do you know who gave you the slip to 
which you have referred?—A. I do not. 

Q. Do you know whether you received it in the clerk’s 
office or from the judge’s secretary?—A. No, sir. 

Q. Did you show the slip to Mr. Reisner?—A. I believe he 
was right there with me. I have no recollection of showing 
it to him. 

Q. Did you talk with him at all about the slip?—A. I 
have no recollection of that, either. I think the conversation 
we had, wherein Mr. Shortridge’s name was mentioned, was 
just before the slip was handed to me. 

Q. Yes; but I am trying to confine the examination for 
the moment to the slip. Do you recall whether you had 
any talk with Mr. Reisner about the slip?—A.I do not 
recall. 

Q. And do you recall whether Mr. Reisner said anything 
to you about the slip?—A. I do not. 

Q. And you do not recall the other two names that were 
on the slip?—A. I do not. 

Q. What did whoever it was that gave you the slip say 
when the slip was handed to you?—A. That “one of these 
three names should be chosen as receiver”, or “should be 
proposed as receiver, and you can see the judge at 2 o’clock 
this afternoon.” 

Q. Inasmuch as that person told you that you could see 
the judge at 2 o’clock that afternoon, does that help to re- 
fresh your memory as to whether or not it was the judge’s 
secretary that handed you the slip?—A. It does not. 

Q. Do you know whether or not your partner, Mr. Bron- 
son, had any conversation with Mr. Reisner about the re- 
ceiver before you took charge of the matter?—A. I do not 
know. 

Q. Did you talk with Mr. Reisner as to who should be 
selected as receiver when you received the slip?—A. I do 
not know. 

Q. Did you talk with him as to who should be the receiver 
before you got the slip?—A. It is my recollection that our 
conversation was just before I got the slip. 

Q. And it is your recollection that Mr. Reisner suggested 
the name of Samuel M. Shortridge, Jr.?—A. It is. 

Q. And when he suggested Mr. Samuel M. Shortridge, Jr., 
as receiver, what did you say?—A. Do you mean in the 
judge’s chambers? 

Q. I did not know it was in the judge’s chambers. I 
thought it was before you went there.—A. Well, I am simply 
asking whether you mean in my morning conversation with 
Mr. Reisner, or in the afternoon when we were in the judge’s 
chambers. 

Q. When Mr, Reisner first suggested Samuel M. Short- 
ridge, Jr., as receiver, did you agree to it?—A. I do not re- 
member what I said. I believe I did say he would be all 
right; he would be satisfactory to me. 

Q. That is your best recollection of the conversation when 
that gentleman was first mentioned? Is that true?—A. I 
think so. I am not very sure of that, but I think so. 

Q. Then subsequently, when you appeared before the judge 
on the application for the receiver, was there any talk on 
that subject?—A. Just what do you mean? I do not un- 
derstand. 

Q. Did you or Mr. Reisner or the judge say anything about 
who should be receiver?—A. Yes. 

Q. What was said?—A. The judge said, when we came in, 
“What is this matter? What is the company? What is it 
about?” And then, Have you gentlemen any one to pro- 
pose as receiver?” Mr. Reisner said, “Mr. Samuel Short- 
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ridge, Jr.“, and I said, Mr. Shortridge will be satisfactory 
to us.” 

Q. And that was the extent of the conversation on the 
subject between you two?—A. There was further conversa- 
tion with the judge that I recall. 

Q. Then what did the judge say, after you announced that 
Mr. Samuel M. Shortridge, Jr., was agreeable to you?—A. He 
said, “ What is the size of the company? What amount of 
money is involved? Just what are the problems involved 
in this receivership?” I told him briefly that it was about 
$150,000, was an insurance company writing general auto- 
mobile insurance and workmen’s compensation, and then he 
said, “ Well, I see no reason why I should not appoint Mr. 
Shortridge if both of you gentlemen agree to him.” 

Q. Did he then suggest that he desired both of you to put 
your request in writing?—A. He did. 

Q. And did both of you, before Judge Louderback signed 
the order appointing Mr. Samuel M. Shortridge, Jr., receiver, 
have that signed consent on file?—A. We did. 

Q. Did the judge require a bond?—A. The order provided 
for a bond. 

Q. Do you recall the amount?—A. I do not. 

Q. Did either one of you make any suggestion about 
counsel?—A. We did not. 

Q. And when you appeared at that time, you advised 
Judge Louderback that you were representing the defendant 
as its attorney?—A. Yes, sir. 

Q. And Mr. Reisner advised Judge Louderback that he 
represented the plaintiff_?—A. Yes, sir. 

Q. And did you advise Judge Louderback that in your 
opinion a receiver was necessary and advisable?—A. Yes, 
sir 


Q. You did not make any request of Judge Louderback to 

appoint the insurance commissioner of the State of Cali- 
. fornia receiver in that matter, did you?—A. No, sir. 

Q. His name was not mentioned by either one of you to 
Judge Louderback, was it?—A. It was not mentioned. 

Mr. LINFORTH. That is all. 

Redirect examination by Mr. Manager BROWNING: 

Q. Had you known anything about the request that had 
been made from some sources for the commissioner of in- 
surance to be appointed receiver?—A. I did not. 

Q. Had you had anything to do with the case up to the 
time you appeared there to ask for the receiver to be ap- 
pointed?—A. I had not. Up to the time Mr. Bronson left 
town, about 3 days before that, on a Friday, I believe, I had 
nothing to do with it at all. It was on Monday, the 28th, 
that at Mr. Bronson’s request I phoned out to the Industrial 
Accident Commission and found that they were ready to 
issue an award, a judgment of $5,000, on that particular day. 
It was my understanding from Mr. Bronson that the award 
was not going through; but he said, Phone and check up 
on it Monday, anyway.” 

Mr. Manager BROWNING. That is all. 

Mr. LINFORTH. We have no further questions. 


OFFER OF DOCUMENTS 


Mr, Manager BROWNING. Mr. President, two appeals 
were taken from Judge Louderback’s rulings in this case to 
the circuit court of appeals. We have a certified copy of 
the transcript in both cases, which we offer as evidence at 
this time. 

The PRESIDING OFFICER. Is it the desire of counsel 
that those shall be made a part of this record? 

Mr. Manager BROWNING. I think it is essential that 
they shall be, Mr. President. 

The PRESIDING OFFICER. They are all available in 
other ways. 

Mr. Manager BROWNING. But we are not permitted to 
prove by the witnesses what is in these transcripts, and we 
do not know any other way to get it before the Senate. 

The PRESIDING OFFICER. Once they are introduced 
and marked for identification as exhibits they might be 
used, although not made part of the permanent record, 
the Chair thinks. However, if it is the desire of the man- 
agers on the part of the House to have them made part of 
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the record, there seems to be no objection to them. The 
Chair had hoped we might avoid that. 

Mr. Manager BROWNING. We request that they be 
made part of the record. 

The PRESIDING OFFICER. Very well. 

Mr. LONG. Mr. President, a point of order. That does 
not mean that that whole book will have to be printed at 
the Senate’s expense, does it? 

Mr. Manager BROWNING. We suggest that that matter 
be withheld until we can determine whether we will ask to 
have excerpts printed. We do not want to be too volumi- 
nous about it. 

The PRESIDING OFFICER. That order will be entered. 

(The first documents referred to, consisting of two vol- 
umes, was marked “U.S.S. Exhibit 49.” The second docu- 
ment was marked U.S.S. Exhibit 50.”) 

REEXAMINATION OF DELGER TROWBRIDGE 


Mr. Manager BROWNING. Call Mr. Trowbridge back. 

Delger Trowbridge; having been heretofore duly sworn, 
was recalled and testified as follows: 

By Mr. Manager BROWNING: 

Q. Mr. Trowbridge, were you present in court when the 
hearing on the motion to discharge the receiver on the 8th 
of August was had before Judge Louderback?—A. I was. 

Q. I will ask you if you at that time testified on the status 
of the claim of Helen Lay?—A. I did. 

Q. What was the status of it at that time?—A. At that 
time the claim had been set aside by an order of the com- 
mission granting the petition to rehearing upon the defend- 
ant, Bos Construction Co. 

Q. Was that information given to the court?—A. That 
information was given to the court on questioning by Mr. 
Guerena, representing the Insurance Commission of the 
State of California, and either he or the court asked me 
for some evidence of that fact, and I produced a certified 
copy of the order of the commission granting the petition 
for rehearing made that morning prior to the hearing. 

Q. Do you know whether or not the petition for receiver- 
ship was based on this claim of Helen Lay?—A. It was. 

Q. Did you have any further connection with the Lum- 
bermen’s Reciprocal Association after that hearing?—A. I 
had no further direct connection with them. 

Q. Did you have any further contact with Judge Louder- 
back touching it?—A. Not after that day. 

Q. Who was the attorney for the insurance commissioner 
in that contest?—A. Mr. Frank Guerena. 

Mr. Manager BROWNING. I believe you may take the 
witness. 

Cross-examination by Mr. HANLEY: 

Q. Frank L. Guerena was the attorney who ex parte asked 
for the rehearing on behalf of the insurance carriers, was 
he not?—A. I cannot tell you without examining the peti- 
tion for rehearing. It was my offhand recollection that the 
petition was filed in propria persona, but it may be that Mr. 
Guerena appeared as attorney for the Bos Construction Co. 
I have the record here. I will look at it. 

Q. Let us have the record and see.—A. It appears to have 
been filed in propria persona. 

Q. While it was put in propria persona, who actually took 
it up with your Industrial Accident Commission and had 
the award set aside and a rehearing granted?—A. All I 
know about it is that the paper was filed in our office in the 
usual way and we acted upon it. I think I know what you 
are trying to get me to say, and I will be glad to help you 
if you will ask the question directly. 

Q. Is it not true that Mr. Guerena appeared there and 
asked you to set aside the award?—A. He did not appear 
there, but in order to make it clear I will state that I know 
that he actually prepared the petition that was signed by 
Mr. Bos. 

Q. The petition for the award had been consented to by 
everyone. That is true, is it not?—A. No; it had not been 
consented to by the employer, the Bos Construction Co., be- 
cause they had no notice of the filing of the application or 
of the hearing itself. 
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Q. Was any notice given to the Lumbermen’s Reciprocal 
Association at the time the rehearing was granted?—A. Mr, 
Roy Bronson represented them, and he himself initiated the 
proceeding by bringing Mrs. Lay out to the commission and 
consenting to the holding of the hearing on behalf of the 
Lumbermen’s Reciprocal Association. 

Q. I mean the setting aside—A. No. The Lumbermen’s 
Reciprocal Association had notice of the filing of the peti- 
tion. What did you ask me? 

Q. I say, did they have any notice that the matter was 
coming on for a rehearing?—A. They were served with a 
copy of the petition for rehearing. 

Q. Are you sure of that?—A. I am sure of that. 

Q. Have you any papers here that show that?—A. No; I 
have no papers here that show that, but I know that in the 
files of the commission, which I examined myself at the 
time, there was a notation that all parties had been served 
with notice of the petition for rehearing. 

Q. I will call your attention to the record, if the counsel 
will give me the record. 

The PRESIDING OFFICER (to the witness). When you 
say the petition was signed in propria persona, do you mean 
by the insurance commissioner, or by the attorney you have 
named? 

The WITNESS, I should have used the English language. 
The petition was signed by the president of the Bos Con- 
struction Co. in person, without any attorney representing 
him. In other words, the defendant Bos Construction Co. 
signed the petition itself, without any attorney’s name ap- 
pearing on the petition. 

The PRESIDING OFFICER. Is this inquiry material? 
It seems to me it is all aside from the main question here, 
and is taking undue time. We ought to shorten it if it is 
possible. I do not want to rush counsel. 

By Mr. HANLEY: 

Q. The point I am coming to is that neither the plaintiff, 
Helen Lay, nor the Lumbermen’s Reciprocal Association, 
the defendant and plaintiff in the receivership case, asked 
for the rehearing that was granted by the Industrial Acci- 
dent Commission. That is true, is it not?—A. That is true. 

Q. And that the award of the $5,000 which had been made 
was set aside without their consent or their knowledge?— 
A. It was set aside without their consent. They knew of 
the filing of the petition for rehearing, because a copy of the 
petition was served on them. 

Q. And Mr. Guerena, who was then attorney for the State 
insurance commission, is the party who prepared the papers 
for the petition for rehearing?—A. That is my information. 

Mr. HANLEY. That is all. 

Redirect examination by Mr. Manager BROWNING: 

Q. In whose name was this petition filed to rehear this 
claim?—A. In the name of the Bos Construction Co. 

Q. What was the ground on which they objected to the 
original award?—A. The ground, I thin 

Mr. LINFORTH. Just a moment. I submit that if he is 
going into a matter of record, the record would speak for 
itself on that. 

The PRESIDING OFFICER. It seems to me the record is 
the best evidence. But why go into it? There is no good 
purpose to be served by it, it seems to me. Perhaps counsel 
is leading up to some other point which he wishes to make. 

Mr. Manager BROWNING. The point is this: Insistence 
is being made by counsel for the respondent that the re- 
hearing was without notice to other parties, and without 
excuse, and we wanted to show why this rehearing was 
granted, and why the claim was disallowed on the second 
hearing. 

The PRESIDING OFFICER. This witness has testified 
clearly that there was notice. 

Mr. Manager BROWNING. Then we want to show why 
the petition was denied on the second hearing when it had 
been allowed on the first. 

The PRESIDING OFFICER. You mean by the respond- 
ent? 

Mr. Manager BROWNING. No; by the commissioner 
himself, 
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The PRESIDING OFFICER. How would that bind the 
respondent? 

Mr. Manager BROWNING. Mr, President, the proof is 
that in the respondent’s court, on a hearing, this witness 
testified that the claim on which the petition for receiver- 
ship had been based originally had been reheard and had 
been disallowed, and respondent certainly had notice of that 
fact at the time he continued the receivership on a baseless 
claim, and we insist that this witness should be permitted to 
show why, on the reconsideration of the claim, he denied it, 
on whose application, and on what ground. 

Mr. LINFORTH. Mr. President, may I add just a word? 
I do not so understand the testimony of the witness, namely, 
that the claim had been disallowed. I understood the wit- 
ness to say a rehearing had been granted. 

Mr. Manager BROWNING. We do not want any doubt 
about that. I desire to ask the witness if at that time the 
claim had been disallowed or if the petition for rehearing 
only had been filed? 

The WITNESS. Only a petition for rehearing had been 
filed, and our action on the petition was to grant the peti- 
tion for rehearing and set aside the award. 

By Mr. Manager BROWNING: 

Q. And at that time the award on the claim had been set 
aside?—A. It had been set aside. é 

Q. And respondent was notified of that at the trial?—A. 
Respondent was notified of that at the trial. 

Mr. Manager BROWNING. That is all. 

Mr. HANLEY. I think that is all, Mr. President. 

The PRESIDING OFFICER. The witness is excused. 

(The witness retired from the stand.) 

RECESS 


Mr. ASHURST. Mr. President, before making a motion 
for a recess for 40 minutes, I should like to have the atten- 
tion of the managers on the part of the House and the 
attorneys for the respondent and ask them if they are pre- 
pared that a recess shall be taken for 40 minutes? 

The PRESIDING OFFICER. Will the attorneys for the 
managers on the part of the House and for the respondent 
give their attention? 

Mr. ASHURST. Mr. President, I am about to make a mo- 
tion for a recess for 40 minutes. 

I move that the Senate, sitting as a Court of Impeachment, 
take a recess for 40 minutes. 

The motion was agreed to; and (at 1 o’clock p.m.) the 
Senate, sitting as a Court of Impeachment, took a recess for 
40 minutes. On the expiration of the recess the Senate, 
sitting as a court, reassembled. 

CALL OF THE ROLL 


Mr. ROBINSON of Arkansas. I suggest the absence of 
a quorum. 

The PRESIDING OFFICER. The clerk will call the roll. 

The legislative clerk called the roll, and the following 
Senators answered to their names: 


Adams Coolidge Kean Reed 

Ashurst Costigan Kendrick Robinson, Ark. 
Austin Couzens Keyes Robinson, Ind, 
Bachman Cutting King Schall 

Bailey Dickinson La Follette Sheppard 
Bankhead Dill Lewis Shipstead 
Barbour Duffy Logan Smith 
Barkley Erickson Long Steiwer 

Black Fess McAdoo Stephens 
Bone Fletcher McCarran Thomas, Okla. 
Bratton Frazier McGill ‘Thomas, Utah 
Brown George McKellar Townsend 
Bulkley Glass McNary Trammell 
Bulow Goldsborough Metcalf Tydings 

Byrd Gore Murphy Vandenberg 
Byrnes Hale Neely Van Nuys 
Capper Harrison Norris Wagner 
Caraway Hastings Nye Walcott 
Carey Hatfield Patterson Walsh 

Clark Hayden Pittman Wheeler 
Connally Hebert Pope White 


The PRESIDING OFFICER. Eighty-four Senators havy- 
ing answered to their names, a quorum is present. 

The managers on the part of the House will proceed. 

Mr. Manager PERKINS. Mr. President, since the session 
of this morning, one of the witnesses on the part of the 
House, Mr. Randolph Whiting, has been taken ill and has 
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been obliged to retire to his hotel. One of the witnesses, 
Mr. Dittmore, has had an operation performed and is in the 
hospital. One witness, Mr. Guerena, is on his way to Wash- 
ington and will arrive sometime late this afternoon. If it 
can be understood and agreed that we may put these wit- 
nesses on in chief when we can avail ourselves of them, the 
managers will now rest the case on the part of the House. 

The PRESIDING OFFICER. May it not be agreed as to 
what they would testify? I assume counsel for the respond- 
ent probably knows what the testimony of the witnesses is 
to be. 

Mr. LINFORTH. Mr. President, we will enter into some 
stipulation to that effect, because when the evidence is closed 
we may desire to make some motion before we proceed, and 
we should like to have the evidence closed before we do that 
If the honorable managers will state what they expect to 
prove by these witnesses, we may stipulate. If we could 
have a conference on the subject, it might expedite matters 
and be more agreeable. 

The PRESIDING OFFICER. Perhaps it might be advan- 
tageous if counsel could confer on that for a moment and 
see if they could agree. 

Mr. KING. Mr. President, I move that the Senate take a 
recess for 15 minutes to permit counsel to confer. 

The motion was agreed to; and at (1 o’clock and 50 min- 
utes p.m.) the Senate, sitting as a Court of Impeachment, 
took a recess. On the expiration of the recess, the Senate, 
sitting as a court, reassembled. 

STIPULATION—TESTIMONY OF FRANK L. GUERENA AND HAROLD A. 

DITTMORE 

The PRESIDING OFFICER. Are the managers on the 
part of the House ready to proceed? 

Mr. Manager PERKINS. We are ready to proceed. 

Mr. President, we have endeavored to reach a stipulation 
with the attorneys for the respondent, and I believe we have 
reached a stipulation, so far as the testimony of Mr. Guerena 
is concerned, that the testimony given in the hearings on 
September 12, 1932, and printed in the record of the hear- 
ings of the special committee of the House of Representa- 
tives, be read in lieu of his testimony being taken here; and 
that a stipulation be entered into with reference to the 
testimony of Mr. Dittmore, the witness, who is lying in the 
hospital. 

Mr. LINFORTH. We have consented, Mr. President, that 
the testimony of Mr. Guerena may be read. We have also 


agreed to stipulate that if Mr. Dittmore was here he would: 


testify that before and since the year 1925, almost nightly, 
he would see the respondent in the lobby of the Fairmont 
Hotel, where the aunt of the respondent was living, in con- 
versation with Mr. W. S. Leake; at the time they were sit- 
ting alone and when no others were near them; and that 
during the years that Mr. Leake has been residing at the 
Fairmont Hotel, he kept no bank account but used the hotel 
as the means of his bank account. Is that correct? 

Mr, Manager PERKINS. I should like to know whether 
that stipulation states that the respondent and Mr. Leake 
were in conversation together. 

Mr. LINFORTH. The stipulation was that they were in 
conversation together when no one else was near them. 

Mr. Manager PERKINS. That is correct. 

Mr. LINFORTH. I want the stipulation, Mr. President, 
thoroughly understood. We do not stipulate to those facts 
and we do not admit those facts, but inasmuch as the wit- 
ness, Mr. Dittmore, is confined in the hospital and cannot 
be here, we are willing, upon the assurance and the state- 
ment of the learned managers, to stipulate that if he was 
here he would so testify. 

The PRESIDING OFFICER. Is that satisfactory to the 
managers on the part of the House? 

Mr. Manager PERKINS. That is satisfactory to the man- 
agers. 

Mr. President, pursuant to the stipulation, the managers 
on the part of the House will now proceed to read, if it 
be agreeable to the Senate, the testimony of Mr. Frank L. 
Guerena. 
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The PRESIDING OFFICER. May the Chair interrupt to 
ask, could the manager not have that go into the record 
without reading or does he wish to read it? 

Mr. Manager PERKINS. In view of the motion which 
we expect that counsel for respondent is about to make, it 
perhaps ought to be read. I do not know whether it would 
be possible for this body to decide the motion without hav- 
ing first heard this testimony. 

The PRESIDING OFFICER. The Chair will inquire if it 
is lengthy? 

Mr. Manager PERKINS. 
pages. 

The PRESIDING OFFICER. Perhaps counsel had better 
read it for the information of the Senate. 

Mr. Manager Perkins proceeded to read from the testi- 
mony of Frank L. Guerena before the special committee of 
the House of Representatives, and read as follows: 

Frank L. Guerena, being duly sworn by the chairman, testified 
as follows: 

Direct examination by Mr. BROWNING: 

Q. You are Frank L. Guerena?—aA. Yes, sir. 

Q. You are a practicing attorney in the city and county of San 
Francisco?—A. Yes, sir. 

Q. Do you remember the equity receivership case in the Lum- 
bermen’s Reciprocal Association matter?—A. Yes, sir. 

Q. In what capacity were you connected with that?—A. I repre- 
sented E. F. Mitchell, insurance commissioner of California, who 
was ordered by the United States District Court to show cause 
in the equity proceeding. 

Q. I will — — you to tire the history of that case, then, from 
that point. 


Mr. Manager PERKINS. Shall I read the colloquy be- 
tween counsel that follows or merely the testimony? 

Mr. HANLEY. If it explains the testimony, it may be 
read. 

Mr. Manager PERKINS. Very well. 
reading: ] 


Mr. Hanley, Isn't that a matter of record? This is just repeti- 
tition. It is a record proposition, 
Mr. SumNERS—— 


Mr. LINFORTH. Mr. President, may I. suggest that, in 
the interest of saving time, the colloquy between the counsel 
be omitted and that merely the testimony be read? 

The PRESIDING OFFICER. If that is agreeable to both 
sides, the Chair does not think there will be any objection 
to that course being followed. 

Mr. Manager PERKINS. That is agreeable to the man- 
agers, and I will read the testimony as suggested. [Con- 
tinuing the reading:] 

. * * + . . * 

Mr. Browninc. You may proceed, Mr. Guerena. 

The Wrirness. My first knowledge of any difficulty with the asso- 
ciation was in the latter part of July 1930, when I was advised of 
the situation by Mrs. Long, deputy insurance commissioner of 
California. 

I asked her if the insurance company at that time was in 
receivership in Texas, the home State. She said it was not. I 
asked whether the authorities in Texas had sequestered any of the 
assets of the association at that time. She said it had not. I 
gave her directions to immediately send an examiner, equipped 
with proper credentials, into the San Francisco office of the asso- 
ciation, to assume possession, under that authority, of all prop- 
erty and all assets of every kind, and also instructed that the 
examiner be equipped with a demand to be served upon Mr. 
Brockman, who was the Pacific coast manager of the association, 
for delivery to the examiner of all notes or other assets of that 
character capable of manual delivery. 

I also instructed that the examiner remain in possession of the 
office. 

When advised by the deputy commissioner that there was money 
in the bank, in the Crocker-First National Bank, I advised that 
an order be served upon the bank demanding that that money 
be held intact and not permitted to be withdrawn. I personally 
dictated the demands that I felt were necessary for that purpose, 
including the notice to the bank. Those are all incorporated in 
the record, and all preceded the filing of this bill of complaint in 
the equity proceeding. 

As I recall, my next discussion concerning the matter was with 
Mr, Roy Bronson, of the local law firm of Bronson, Bronson & 
Slaven. Mr. Bronson came to my office, 11 Sutter Street. We had 
some discussion and some argument in a friendly way concern- 
ing the appointment of a receiver, the substance of the conversa- 
tion being that Mr. Bronson expressed his apprehension that the 
Texas authorities would move in and take the assets or a con- 
siderable portion of them out of California. Bronson also ex- 
pressed his opinion that under the California law that was in 
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effect the commissioner of insurance of California could not act 
until there was an appointment of a receiver in the home State, 
or until there were assets of the company seized the authori- 
ties in the home State. We discussed and argued that matter, 
and I expressed at that time to Mr. Bronson my views, with which 
he did not agree; also that the commissioner under the circum- 
stances had power to go in and do the things that I just related 
that I instructed the deputy commissioner should be done, put- 
ting an examiner in charge and seizing the assets. 

There was also some discussion concerning the appointment of 
Mr. Mitchell, the insurance commissioner, as receiver on the Fed- 
eral side. My recollection is, at that time, I expressed to Mr, 
Bronson my views, that a State officer would not be able to serve 
under a Federal appointment, that he could serve only under the 
State law under appointment by a State court. 

That is the substance of that discussion, 

By Mr. SuMNERS: : 

Q. Do you mean that as commissioner he could only serve 
to do these particular things for the State; and if he became 
receiver in a Federal action he would act as receiver, as any 
other human being, and not as an officer of the State commis- 
sion?—A. Yes; he would in any event. He would be acting in 
any event, but not in an official capacity, my view being he could 
not act in an official capacity on the Federal side. I know that an 
examiner of the department, Mr, King, was equipped with the 
demands and credentials that I have related, and went to the 
gare of the association in San Francisco. I also know personally 

at the demand for the moneys be not withdrawn was served 
upon the Crocker-First National Bank of San Francisco. All of 
this preceding the filing of the petition in this equity matter. 

The petition was filed on the 29th of July 1930, but I did not 
know that personally until, I think, a day or two later. In any 
event, before the filing of the petition, Mrs. Long, of the depart- 
ment, at my suggestion had kept the wires pretty hot between 
here and Texas trying to stimulate some activity there, so we 
could move ahead promptly and act in the State court, assuming 
that the commissioner would be appointed on the State’s side 
here. However, Texas did not move until the Ist of August 1930. 
At that time a receiver was appointed in Texas, and the next day 
I prepared and filed for the commissioner a proceeding in the 
Superior Court of San Francisco asking for the liquidation of the 
association, and asking that the commissioner be appointed liqui- 
dator under the terms of the State liquidation act, and also asking 
that Mr. Brockman, Pacific coast manager, be ordered into court 
a few days later—I don't recall the date at this moment, but I 
think it was the 2d of August—to show cause why he and the 
association should not be restrained from doing any more busi- 
ness, and also the temporary order was issued on August 2, the 
day of the filing, which was served the same day upon Mr. Brock- 
man, directing the cessation of business and the withholding of 
all assets. 

Q. Prior to the issuance of the notice to the California agent 
to show cause why the business should not be suspended, had 
| business, as a matter of fact, been suspended?—A. Yes, Mr. Chair- 
man; on the 23d of July 1930 the license had been taken away 
in Texas by the Texas authorities, and on the 24th of July of 
the same year the license was taken away here by the commis- 
sioner of insurance. 

By Mr. BROWNING: 

Q. May I ask right there—as a matter of fact, without giving 
the details of the statute, do you have a provision in your 
State statute by which you can take charge in a preliminary 
way before receivership is actually applied for under your State 
law?—A. Under the State laws that then existed, Mr. Brown- 
ING, the language was that if it appeared to the commissioner 
that there was d: of irreparable injury to the creditors 
and others dealing with the association or affected by its trans- 
actions, and if it appeared to the commissioner that there had 
been a misappropriation or sequestration of any assets of the 
association, he then could summarily go into possession and seize 
the assets and call upon the peace officers, if desired and if neces- 
sary, to take sommar ion, 

Having that in mind, the demand of which was served upon the 
manager specifically the delivery to the commissioner 
of a negotiable note, which we were advised was in his possession, 
and that note was not turned over when the demand was served, 
and I regarded that as a sufficient indication of sequestration to 
justify exercise of summary power, and so the summary power 
was exercised in the way indicated. 


At this point Mr. Manager Browntne continued the read- 
ing of the testimony of Mr. Guerena, as follows: 


Q. And that was before the application for receivership in 
either the State or Federal court was applied for?—A. That was 
during the period from July 25 to July 28, to and including those 
dates. I just recall that I am a little bit inaccurate on some of 
these dates. The Texas receivership was appointed on July 31. 
The petition was filed by the commissioner in the State court on 
August 1, and on August 2 the commissioner was served with a 
restraining order issued by Judge Louderback on the Federal side, 
directing him to show cause before Judge Louderback on the 
following Monday. 

By Mr. SuMNERS: 

Q. Will you be good enough to check up on these dates and find 
out when any definite action was taken?—A. I have not chronolog- 
parr Semone (interrupting 

X ). I think it would be rather to 
have an exact statement, a chronological statement, — 
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The Witness. If you will hand me the opening brief on the 
first appeal, I can give that to you. 

(Document handed to the witness.) 

Q. Give those to us if you can—A. On July 23, 1930, Texas 
revoked specific authority of this association, that is, its right to 
do insurance business on that date. On the following day the 
insurance commissioners of California did the same thing here. 
On the same day, the 24th of July, the commissioner of insurance 
directed the manager here not to transact any other business. 
On the next day, July 25, Mr. King, the examiner for the insur- 
ance department, was equipped in the way I have stated with 
authority and went to the association offices in San Francisco 
and entered into possession of all that was there. 

On the 25th of July the manager, Mr. Brockman, was served 
with a written demand to file a statement of all moneys and 
negotiables in his possession or under his control, and to advise 
the commissioner where such moneys and negotiables were lo- 
cated, and to hold all the moneys and negotiables intact and 
make no expenditures of funds. On the 26th of July the notice 
I have referred to was served on the Crocker-First National Bank 
of San Francisco to freeze the Lumbermen’s account. On July 26, 
1930, Mr. Brockman advised the commissioner that he had a 
10-year negotiable note for $18,063.78 to the association made by 
Feather River pine mill. He said that note was deposited in the 
safe-deposit box 

Mr. Sumners (interrupting). Don't go into details. 

The Wrrnegss. All right. On July 28 the Crocker-First National 
Bank acknowledged the demand letter regarding the account. On 
July 28 the commissioner served upon Brockman a demand to 
surrender the note that I have referred to. On July 31 the re- 
ceiver was appointed in Texas. On August 1 the State proceed- 
ings were instituted by the commissioner. 

Q. What do you call State proceedings? Were you required to 
go into a State court?—-A, It was instituted through the filing of 
a petition by the commissioner in the superior court. 

By Mr. BROWNING: 

Q. The law requires you to take that course?—A. Yes. In order 
that the commissioner be appointed liquidator, the first step was 
the filing of a petition—— 

Q. I understand,—A. (Continuing.) And the issuance of an 
order to show cause, That was issued on the day of the filing of 
the petition, August 1. That was directed against the manager. 
He was ordered to come into court on August 17 to show cause 
why the commissioner should not be appointed liquidator. On 
August 1 that temporary restraining order was served upon the 
manager by the commissioner. On August 7 the association—that 
is, Mr. Brockman representing it, the manager—appeared in the 
superior court and an agreement was made for a continuance. 
As a matter of fact, that matter was held in abeyance under an 
agreement because of the pendency of the matter on the Federal 
side. We waited until that was disposed of. 

By Mr. SUMNERS: 

Q. When was the petition filed in the Federal court in that 
connection?—A, The petition was filed in the Federal court in 
that connection on July 29. 

Mr. Sumners. I think that is sufficient on the dates. It will help 
us to understand the situation. 

A. Well, on the same day that the manager was served with an 
order to show cause, issued in the State proceedings, the commis- 
sioner was served with an order to show cause issued by the Fed- 
eral court in equity proceedings directing the commissioner to 
show cause on the 4th of August. The commissioner was 
actually served, because the papers came immediately to me on 
Saturday morning, and the return date was the following Mon- 
day, and on the following Monday, not having been able to pre- 
pare the answer and return a showing over Sunday, I appeared 
before Judge Louderback and requested and obtained a continu- 
ance until August 8. 

Mr. Sumners. You have complied with my request. Thank 
you. 


Mr. Browninc. We just want to get a full story of the case, 
Mr. Chairman. 

Seats Sumners. You are through with me. Go ahead with your 
8 A 

The Wirness (continuing). On August 8 the commissioner ap- 
peared on the Federal side and made a double showing, consisting 
of a number of affidavits, reciting the things I have already enu- 
merated, and also a petition to revoke the appointment of Mr. 
Shortridge as received, alleging various grounds, based upon the 
claim that the commissioner of the State had first acted; that the 
matter was dedicated and reserved to the jurisdiction of the State, 
and under the circumstances the Federal recelver should not have 
been appointed. 

That matter—the petition rather—was heard on the 8th. Testi- 
mony was taken and the matter was argued. It was thereafter 
briefed, and about the last of September the Federal court made 
its order denying the petition to vacate the appointment of the 
Federal receiver and issued a permanent injunction against the 
commissioner. If you are interested in the treatment of that, I 
can tell you the substance. 

Mr. Scmners. No. 

Mr. Brownrina. It is in the record. 

Q. Mr. Guerena, what proof was offered, if any, in affidavit form 
by you to apprise the Federal court of the position and contention 
of the State commissioner? 

Mr. Sumnens. Is that of record, Mr. Browning? 
„ Yes, tt is; but I would like to get it in this 


Mr. SuMNERs. You can get the record of the witness’ testimony. 
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Mr. Browntnc. Yes. I would like to insert it in our report. It 
is in the Federal court record of the hearing. 

Mr. Sumnezs. What is the point of that? 

Mr. Browntnc. The proof which the commissioner offered to 
apprise the court of his intention. 

Mr, Sumners. It may go in. 

Mr. Hantey. Whatever proof is offered, let the whole proof go in, 
if they are going to put part of it in. Don't take an involved 
matter and not put the whole thing in. 

Mr. Sumers. I have already ruled, gentlemen. 

The Wrrness. There was proof by both sides. 

Mr. Sumwners. Incorporate at this point the record in that 
matter. 

The Wrrness. It is all set out, Mr. Chairman, in the transcript 
on the first appeal. 

(Government document in no. 6340 entitled “United States 
Circuit Court of Appeals, DeForest Mitchell as Insurance Commis- 
sioner of the State of California, appellant, v. Helen Lay and Lum- 
bermen’s Reciprocal Association and Samuel M. Shortridge, Jr.“, as 
fact that the citation on appeal had not been served within the 
30-day period indicated in the citation.) 

By Mr. BROWNING: 

Q. Just what is that citation, Mr. Guerena?—A. That citation 
is substantially—it increases the time of the appeal and it directs 
the preparation of the record on the appeal within the 30-day 
period, and the practice is to serve that citation, through the 
marshal, during that 30 days, on the opposing counsel. 

By Mr. SuMNERS: 

Q. What is the explanation as to why that was not done?—A., 
Well, it was primarily an oversight which occurred in my office, 
Mr. Chairman, and I was heartened, however, by the fact that 
the understanding was that the purpose of the citation was 
merely directory, and was to apprise the other side of the pend- 
ency of the appeal or the intention to take an appeal, and I 
thought I was sure they had ample notice because we had con- 
stantly negotiated during the 30-day period, and during that 
period the statement of the evidence, or bill of exceptions, was in 
course of preparation and had been discussed by the attorneys for 
the Federal receiver and by me. 

On the 4th of December, when I was so advised by Judge Louder- 
back's secretary, I had made the request of his secretary that I be 
given the engrossed statement of the evidence, which had been 
prepared for the purpose of appeal. That had been left thereto- 
fore with Judge Louderback's secretary, and when left had been 
signed by counsel on each side, by Mr. Woodworth for the Federal 
receiver and by me for the commissioner. In other words, at that 
point we had agreed on the sufficiency and the accuracy of that 
statement. 

Miss Berger, on the 4th of December, left the anteroom and went 
in through the door leading into the judge’s chambers and came 
back after a few moments and told me—brought the document 
with her, and I saw that it had the signature of Judge Louderback 
on it. I also saw some notations on the side of the signature; 
that is, I saw there were some notations, and I tried to see them 
and did not succeed, and my seeing them was not aided at all. 
On the contrary, the secretary was careful, apparently careful, to 
see that I did not see those notations, but I did see the signature, 
and she took her scissors and cut off the lower portion of the last 
page of the engrossed statement and destroyed or retained, at any 
rate, that part which contained the signature of the judge and the 
notations, the nature of which I do not know. Then the secretary 
returned to me the engrossed bill. Of course, the engrossed bill, 
which is on file, will show that clipped page. 


At this point Mr. Manager Lewis continued the reading 
of the testimony of Mr. Guerena, as follows: 


Q. Let me see that engrossed bill. 

The Wrrness (continuing). I stated at that time to the judge’s 
secretary that I did not think our rights had been lost to go on 
with the appeal by reason of the fact that the other side was fully 
notified by reason of the fact that the statement of the evidence 
had been stipulated to—we had gotten that far along—but she 
said she was positive the judge would not sign it. I then asked 
her to give back to me the blank form of order which had thereto- 
fore been left with Miss Berger, my purpose being to use that 
form of order and go to the circuit judge or to one of the circuit 
judges and ask one of those judges to sign the order, which, after 
he was so advised, he had the power under the rules of procedure 
to do, and I made that request because, as a matter of convenience, 
that saved going back to my office, and I thought I could have it 
retyped in the building here. 

(Document requested by the chairman furnished by the clerk to 
Mr. SuMNERS.) 


Q. When was the expiration of your 30 days?—A. It is the last 
day, on the 30th of November. 

Q. This document I have here was dated November 18, 1930. 
There appears the signature of the attorney for the insurance com- 
missioner, the attorney for the receiver, the attorney for the plain- 
tiff, and the attorney for the defendant. Were any other lawyers 
connected with that?—A. Yes; there were other lawyers connected 
with it, Mr. Chairman. At that time there was the firm of Reisner 
& Deming, representing Helen Lay, the plaintiff, who were active in 
the case; the firm of Bronson, Bronson & Slaven, representing the 
defendant association, who were active in the case. 

Q. Well, for the purpose of protecting your appeal, was this 
document filed prior to the preparation of the appeal?—A. Yes. 

Q. For the purpose of protecting your appeal, was the agreement 
or signature of any other attorneys then necessary?—A. I assumed 
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that the only signatures necessary were those of Mr. Woodworth 
for the Federal receiver and me for the insurance commissioner, 
the controversy between the two parties; that is my recol- 
lection. I don’t recall just how that page was made up. We 
could check up on that, 

Q. These 30 days had to do with reference to the giving of the 
formal notice to the defendants here whose signatures appear 
here?—A. Yes, sir. 

Q. You are sure about that?—A. Now, just a minute and I will 
be sure. I will refer to the citation. The citation is on page 140 
of the transcript, on the first appeal, Mr. Chairman. It is directed 
to Helen Lay, the plaintiff, to her attorney, to the association and 
its attorneys—Mr. Bronson and his firm—to Mr. Shortridge, the 
receiver, and to his attorneys, directing them to appear within 30 
days from the date of the citation, which was the 30th of October, 
and show cause why the writ issued by the judge should not be 
vacated and reversed, and why the order denying the petition to 
vacate the appointment of receiver should not be reversed and the 
petition granted. 

Q. On July 18, under the signature of the attorneys there 
appears, “ There was an order. approving and settling filing of 
exceptions.” In this particular situation, if approved, would it be 
approved by the judge and the judge's signature would have fol- 
lowed?—A. It would be approved, and the practice is to have the 
approval follow the signature of the counsel. 

Q. Do you understand my question?—A. I thought I did. 

Q. I ask you this way: Supposing the signature of the attorney, 
or the words “ Order approving and settling bill of exceptions "— 
those words preceded the signature of the judge?—A. Yes; that is 
the way I prepared the order, Mr. Chairman, and that is the way 
it was presented to the court. 

By Mr. BROWNING: 

Q. Now, Mr. Guerena, you were speaking of just a copy of a cita- 
tion which you asked the judge—— A. (Interrupting.) A copy of 
the order, the blank order, had been left there, which, if signed, 
would have been an order extending the time for d the 
case, which would have constituted the statement of the evidence 
on bill of exceptions. 

By Mr. SuMNERS: 

Q. You left that with the secretary of the judge how long 
before the expiration of the 30 days?—A. I don't recall, Mr. Chair- 
man. I am sure it was several days; I am sure it was soon after 
the date shown there wor signature. 

Q. Is there any memorandum or any record in this proceeding 
that would fix that date definitely?—A. I am not sure about that, 
but I will make investigation and advise the chairman if I can 
find any memorandum that would help fix that date. My best 
recollection is that it was very soon after the date which the 
statement bears following the signature underneath. 

(Reporter's note: In accordance with previous request, Mr. 
Guerena telephoned the following statement on September 10, 
1932: “It was either on November 18, 1930, or a day or two there- 
after, not later than that; and it remained there with him until 
December 4, when his secretary clipped off the signature and 
returned what was left of it to me.“) 

Q. In order that the record may clearly show, there is appended 
the sheet that has been clipped, but there is appended to it, 
however, an order approving and settling bill of exceptions, which 
is dated December 12, 1930. What is the effect of that order? 
The reason I am asking this question is, in order to save, if this 
record has to be examined by anybody else, the necessity of having 
to dig through the whole thing to arrive at our conclusions. I 
wish you would examine that document, please. Now, Mr. Brown- 
ING, I am not interfering with you examination? 

Mr. BROWNING. Not at all. 

Mr. Sumness. I would like to fix this date. 

Mr. Browninc. That is all right, sir. 

The WITNEss. Yes, sir; I have examined it. 

By Mr. Sumneas: 

Q. What is the difference between the effect of the approval 
as of date of December 12 and the approval if it had occurred 
under date of November 13?—A. It would make no difference 
in effect between the date when the signature was clipped 
off in the way I have described, and the date of December 12, 
shown on that attached rider, but then there is an application 
for additional time made to the circuit court, and that—— 

Q. (Interrupting.) Then let’s get this clear. If there is no 
difference between them, what is the point of contention?—A. You 
told me to tell the story, sir. 

Mr. BROWNING, Mr. Chairman, I could state that, but I believe 
the Chair will understand the pertinency of it when he has 
finished his recital. 

The Witness. The reason I asked for the formal order again was 
I would have the convenience of it in getting an order from a cir- 
cuit judge. It was refused me by the secretary, and I asked to see 
the judge, and she said the judge was not available. That was 
about 2:30 on the afternoon of December 4. Immediately there- 
after I consulted Mr. O’Brine, the clerk of the circuit court, and 
after consulting him, I hurried to my office, which was Sutter and 
Montgomery, a mile, more or less, from here, to prepare an order 
and bring it back here to submit to one of the circuit judges. I 
got back here with the prepared order around 3:30 that afternoon 
and asked to see Judge Rudkin, and told his secretary, a young 
man, I had the order, and he said that Mr. Woodworth, who is 
attorney for Mr, Shortridge, had already been there a little bit 
before, and that he had left word to be advised of any applica- 
tion that I might make for an extension of time. I was ushered 
in to Judge Rudkin’s chambers and explained the situation, and 
he did not at that time give me the order extending the time, but 
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said he would have the matter heard before that court 2 days 
later, the 6th—Saturday morning—of Se , and the order 
for that purpose was made and served, and on the 6th, a repre- 
sentative of mine appeared there and the matter was discussed 
and the order was made extending the time for the docketing of 
the cause to December 22, 1930. 

The next thing to do was to get that statement of the evidence 
signed, and the 6th was a Saturday. On the 8th my office en- 
deavored to find out whether this statement of the evidence had 
been approved by Judge Louderback, and throughout that week, 
the 8th, 9th, 10th, and 11th, we endeavored to see Judge Louder- 
back personally about the matter, to ask for his approval and to 
get the statement so we might turn it over to the clerk, which, 
with the other papers, would have made the appeal to be docketed 


of another slip-up on it, that I prepared a petition for a writ of 
mandate, which I expected to have the circuit court issue directing 
Judge Louderback to approve the statement of the evidence. The 
petition that I have here in my hand, the original is dated in 
blank, but I did not need to use it. It was never filed, because on 
the 12th of December Judge Louderback approved the statement of 
the evidence, and the matter went forward. 

By Mr. BROWNING: 

Q. That was the matter that went to the circuit court on that 
appeal?—A. That was the first appeal, that was decided on he 
24th of February 1931. 

Q. It was reversed and remanded?—A. It was reversed and re- 


manded. 

Q. In reading the order of the court, after the remand by the 
circuit court, I find that there was a provision inserted in that 
order to the effect that the receiver for the Federal court would 
turn over to the commissioner, as State receiver, the assets of the 
estate within 30 days provided no appeal was taken by the com- 
missioner from the fees allowed?—A, That is in the order of 
December 15, 1931. 

Q. Was that order carried out?—A. No; I don’t know what you 
mean by “carried out.” That provision in the order I saw when 
the formal decree was shown me by Mr. Woodworth, Mr. Short- 
ridge’s attorney. “I told him at that time that that was in defiance 
of the circuit court order, because things had happened which 
the circuit court said should happen before the delivery. The cir- 
cuit court decided that when the commissioner was appointed on 
the State side, and when Judge Louderback had settled the amount 
of the receiver, that the assets should be turned over to the com- 
missioner. Those things happened. The delivery had not been 
made. Even after the 15th of December 1931, when the accounts 
of the Federal receiver were settled, theretofore the commissioner 
had been appointed on the State side and was ready and anxious 
to get the assets together afterward. But nevertheless that pro- 
vision remained in the order that was appealed from on the second 
appeal. I objected to it for the reason I stated, and because it 
was necessary for someone to take charge of those assets and 
start h: them in the proper way. 

Shortly after the 15th of December the second appeal was taken 
from that order. I assure you that was well within the 30 days, 
and there were many extensions for the docketing of the cause, 
because the record was long, and it was in January that the 
ce were turned over, but notwithstanding the provision in 

order 

Mr. Sumners (interrupting). What time in January? 

A. I will give you that, sir, in just a moment. [Examining 
record.] It was January 12 or 14, I think; some on the 12th and 
some on the 14th of January. 

Mr. Summers. Mr. BRowNING, have you got the court record there 
showing clearly the date when these assets were turned over? 

Mr. Brownrne. Yes; it is in the transcript. 

The Wrrness. I will give it to you. 

Mr. BROWNING. As I recall. it was turned over on stipulation. 

The Wrrness. After the order was made of December 15, settling 
the Federal receiver’s account, the order of Judge Louderback, the 
appeal steps were taken, and one of them was the assignment of 
error, and one of the ts of error, which was specific and 
included in a group assignment, was the presence of that provi- 
sion you mention, the 30-day provision in the order; and after 
that assignment, including that specification, had been filed, the 
delivery was offered to us in the form of a stipulation, and I have 
the form of the stipulation that was prepared by counsel for Mr. 
Shortridge. It does not bear any date. 

Mr. Browninc. Can you get the date from the transcript that 
you have there? 

A. Yes; I have it. It was served on me on the 9th of January, 
Mr. Chairman—the first and the last page. [Document shown 
to Mr. BROWNING.) The insert is my change, and I told Mr. 
Woodworth when he called at my office with that pro stipu- 
lation for the turning over of the assets, that in view of the 
pendency of the appeal, where one of the alleged errors specified 
was the presence of that 30-day provision in the order, that I was 
not going to sign the stipulation in that form, and I said I wanted 
a clause that the s of the stipulation would be without 
prejudice to the rights of either party on the second appeal, and I 
redictated the second page of the proposed stipulation and in- 


cluded that feature, and as so modified, the stipulation was signed 
and filed and the delivery made. That is my page in there. 
[Document examined by the chairman.] 


Here is a copy, Mr. 
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Chairman, of the order as modified and as signed. [Examined by 
the chairman.] The original, of course, is on file. The is 


on page 722 of volumé 2 of the second appeal transcript. 

Mr. Browne. I think that is all. 

Cross-examination by Mr. HANLEY: 

Q. There was one matter I wanted to go into so that the record 
will show it; that is, the activities of this attorney with reference 
to the setting aside of the award of Mr. Delger Trowbridge, but 
that is in the testimony, as I understand it.—A. Lou mean the 
source of that, the history of that? 

Q. Your activities in appearing for the insured and setting aside 
the award, your solicitation—that is all in the record, isn’t it? 
A. I would answer “ Yes” to the question in that form. There is, 
in the first record, and I can point it out to you if you are really 
interested in it. In the first appeal, during the hearing on Au- 
gust 8 that I referred to, Mr. Roy Bronson asked me the question, 
“Who prepared or who drew "—I can't give the exact language 
“the petition for rehearing which had been filed by the employer 
of the deceased husband of Helen Lay, who was the complainant 
maps equity proceeding?” and I answered, “I did”, which is a 

Q. Then the evidence along that line, the testimony adduced 
by Mr. Bronson at that time in the hearing, is part and parcel of 
the record, isn’t it?—and we stipulate it all go in.—A. The ques- 
tion that was asked me and my answer are all in the record; but I 
cannot give the page, Mr. Hanley. 

Mr. HANLEY. That is all I want. 5 

Mr. SumwNeRs. You don't mind giving the page reference to the 
stenographer for the convenience of the committee? 

Mr. Haney. Oh, no. 

Mr. Sumnegs. You have no questions to ask? 

Mr. Haney. No. All right. 

(Reporter’s note: The page reference above referred to was 
secured from Mr. Hanley afterward, as follows: P, 118 of printed 
transcript of record, no. 6340.) 

(This page reference will be found in exhibit no. 20-E of this 
record, which is a complete copy of the printed transcript of 
record above referred to, secured from Mr. Guerena’s files by the 
reporter, there being no extra copies on file in the Federal court 
at this time.) 

Mr. Sumners. Call your next witness. 

(Mr. Reisner was then called, but did not respond.) 

Mr. Summers. It is 10 minutes to 12, gentlemen. How late do 
you want to run? : 

Mr. LaGuarpria. Run to 12 o'clock. 

Mr. Sumwners. If you have any witness, put him on. 

Mr. LAGUARDIA. Mr. Gilbert. 

Mr. Browntnc. There is one question I want to ask Mr. Guerena 
that I really overlooked. 

Q. Mr. Guerena, when you made the objection to the allowance 
of expenses for the receiver in this case, I will ask you what, if 
anything, the court said to you in response and what the circum- 
stances were leading up to it.—A. Well, I don’t know just exactly 
what you refer to. There were 20 pages of exceptions filed to the 
fourth and final account which ran also to the three preceeding 
accounts, and there was considerable of a hearing, taking of testi- 
mony on the account. All of that testimony is in the transcript 
on the second appeal, but the argument concerning those objec- 
tions and that account is not in the record. I think there was a 
reporter present, and the only discussion between the court and 
myself—that is, Judge Louderback and myself—concerning my 
argument was with reference to my insistence that there was un- 
reasonableness exhibited in the extent and the character of charges 
made by the receiver’s counsel for his meals 

Q. (interrupting). What were some of those?—A. (continuing). 
And for his traveling expense. 

Q. What were some of those expenses?—A. Without going into 
detail, I will say just generally that the testimony—— 

Mr. Sumners (interrupting). Pardon me just a minute. You 
may identify sufficiently the nature of statements about that, but 
don't go into any details about this beyond sufficiently to relate 
what statements are in the transcript. 

A. The record, Mr. Chairman, shows the allowances which were 
made, or for the expenditures which were allowed, for food and 
means to the receiver and to his counsel, to which objection 
was made by the commissioner. For instance, on October 6 the 
expense for meals ran $10 to $12, and I was urging the unreason- 
ableness of that allowance and was told by the court that my 
insistence on that objection was petty. That is the extent of the 
exchange. I didn't agree, but I didn’t get any chance to say so. 

Mr. Sumners. Anything further? 

Mr. Brownine. That is all. 


Mr. Manager BROWNING. Mr. President, I offer at this 
time the order of the court in this Lumbermen’s Reciprocal 
Association case, filed December 16, 1931, containing the pro- 
viso which has just been read out of the testimony. 

The PRESIDING OFFICER. It will be made a part of the 
record. 

(See U.S.S Exhibit 51.) 

Mr. Manager BROWNING. Mr. President, we want to 
offer an original letter, which was included in the testimony 
taken in San Francisco last September, from Mr. John 
Douglas Short to Mr. Hathaway, his father-in-law. We offer 
it for the record. 
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The PRESIDING OFFICER. It will be made a part of the 
record, 

(See U.S.S. Exhibit 52.) 

Mr, HANLEY. What is the date of it? 

Mr. Manager BROWNING. The date of it is March 27, 
1931, showing that he is enclosing a check for $5,000. 

Mr. LINFORTH. And the reasons for enclosing the check. 

Mr. Manager BROWNING. Yes; setting out an involved 
family transaction, stating what he owes Mr. Hathaway, and 
that he is enclosing a check for $5,000. 

EXAMINATION OF RANDOLPH V. WHITING 

Mr. Manager BROWNING. Call Mr. Randolph Whiting. 

Randolph V. Whiting, having been duly sworn, was exam- 
ined and testified as follows: 

By Mr. Manager SUMNERS: 

Q. Mr. Whiting, will you state to the court your name, 
business, and residence?—A. Randolph V. Whiting; an at- 
torney; I reside in San Francisco, Calif. 

Q. Have you recently been president of the Bar Associa- 
tion of San Francisco?—A. I was until last January, about 
the middle. 

Q. Do you recall the correspondence between yourself as 
president of the bar association and the President of the 
United States, and later with the Committee on the Judi- 
ciary of the House of Representatives?—A. I do. 

Mr. Manager SUMNERS.. Mr. President, I think it is fair 
to the entire situation to state at this point that Mr. Whit- 
ing was president of the Bar Association of San Francisco 
at the time the correspondence took place which initiated 
this investigation. He is tendered to the court in order 
that it may have all the information it may desire with 
reference to that point. We do not care to press the inter- 
rogation beyond the point of the pleasure of the President, 
in the first instance, and the court itself, of course. 

By Mr. Manager SUMNERS: 

Q. Will you state why it was that the letter was written— 
it is already in evidence here—to the Committee on the Ju- 
diciary with reference to the proposed investigation? 

. Mr. LINFORTH. Mr. President, we object to that ques- 
tion as being utterly immaterial to any issue here. The in- 
vestigation was started and made. The reason for it can- 
not be material upon this inquiry. If there was correspon- 
dence. between members of the Bar Association and the 
witness, that correspondence would be hearsay so far as 
the respondent is concerned. We are here to meet these 
charges. How the charges happened to be brought is not 
a material issue here. 

Mr. Manager SUMNERS. Mr. President, I quite recog- 
nize that, under the ordinary rules governing the admission 
of testimony, a very serious question would present itself 
with reference to the admission of this testimony. That is 
the reason why I took the precaution of advising the Chair 
and the court with reference to the character of testimony 
or information which was sought to be elicited from this 
witness. The witness is here. He was the president of the 
Bar Association of San Francisco at the time this matter 
was initiated. 

I gather from the testimony which has been adduced, 
and probably the same result will come from testimony 
which will be adduced, that these questions will come to 
the minds of Senators—and I will be very brief: Whether 
this prosecution was initiated by a disgruntled litigant, 
whether it was initiated by the stock exchange, or how it 
came to be initiated, as bearing upon the whole situation. 

Here is the president of the Bar Association of San Fran- 
cisco, who, acting in his official capacity, did initiate this 
investigation, and he knows the reasons which prompted 
his action, and the situation which obtained at the time of 
that action. We tender the witness to the Senate, and if 
it desires to have the information the witness is here pre- 
pared to give it. 

The PRESIDING OFFICER. This witness would be com- 
petent to testify if within his knowledge he knew of some 
facts which have a bearing upon these charges. Whatever 
he initiated, either personally or in conjunction with mem- 
bers of the bar of his city or otherwise, it seems to the pres- 
ent occupant of the chair has all merged into the articles of 
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impeachment brought to the Senate by the honorable man- 
agers on the part of the House, and we are concerned with 
those now, and not with the first steps taken by this witness, 
either individually or in conjunction with others, in bringing 
that result about. 

Mr. Manager SUMNERS. Mr. President, in view of that 
attitude on the part of the President—and certainly the 
managers have no disposition to complain with reference to 
it—we will not press further examination of this witness at 
this time, reserving the right, of course, if later on it may 
be desired, to tender the witness in rebuttal. 

The PRESIDING OFFICER. Then you are excused, Mr. 
Whiting. 

(The witness retired from the stand.) 

Mr. Manager SUMNERS. Mr. President, the managers 
have no further evidence to offer at this time. 

Mr. LINFORTH. Mr. President, if it would not be asking 
too much, we would very much appreciate an adjournment 
until tomorrow in order that we may determine whether or 
not to make a motion which we are considering at this time. 
We expected that the testimony of other witnesses would be 
introduced, and that the case of the prosecutors would not 
be concluded this early. If the Senate and you, Mr. Presi- 
dent, can grant my request, the respondent will be ready to 
proceed at any time tomorrow which you may designate. 

Mr. Manager SUMNERS. Mr. President, will the Presi- 
dent permit an observation on the part of the managers? 

The PRESIDING OFFICER. Certainly. 

Mr. Manager SUMNERS. Our suggestion is to this effect, 
that counsel for the respondent begin the presentation of 
their case, and while it may not be according to the usual 
procedure, the managers on the part of the House would 
not object, if tomorrow counsel for respondent should deter- 
mine to present the motion indicated, to have the motion 
presented then as of this time. I merely make that sugges- 
tion in the interest of the economy of time. 

The PRESIDING OFFICER. The Chair is disposed to 
submit that question to the Senate for its determination 
and will entertain any motion which a Senator may desire 
to make. 

Mr. LONG. Mr. President, I have been engaged in a com- 
mittee meeting. What is the motion, may I ask? 

The PRESIDING OFFICER. The motion now proposed 
is to take an adjournment until tomorrow morning, at which 
time counsel for the respondent will have determined 
whether they will move for a dismissal of the articles of 
impeachment or to proceed with the introduction of evi- 
dence. Is that correctly stated, the Chair will inquire of 
counsel? 

Mr. LINFORTH. That is substantially correct, Mr. Presi- 
dent. We propose, if we follow that course, to make a 
motion which is tantamount to a demurrer to the evidence. 

RECESS 

Mr, ASHURST. I move that the Senate take a recess for 
1 hour so that the honorable attorneys on the part of the 
respondent may determine whether or not they wish to make 
any such motion. It seems to me that an hour is appro- 
priate time. I make that motion. 

The PRESIDING OFFICER. The question is on the mo- 
tion of the Senator from Arizona. 

The motion was agreed to; and (at 3 o’clock and 1 minute 
p.m.) the Senate sitting as a Court of Impeachment took a 
recess for 1 hour. On the expiration of the recess the Sen- 
ate sitting as a court reassembled. 

CALL OF THE ROLL 

Mr. VANDENBERG. Mr. President, I suggest the ab- 
sence of a quorum. 

The PRESIDING OFFICER (Mr. Hesert in the chair), 
The clerk will call the roll. 


The legislative clerk called the roll, and the following 
Senators answered to their names: 


Adams Barkley Byrd Coolidge 
Ashurst Black Byrnes Costigan 
Austin Bone Capper Couzens 
Bachman Bratton Caraway Cutting 
Bailey Brown Carey Dickinson 
Bankhead Bulkley Clark Dill 
Barbour Bulow Connally Duffy 


Erickson Kean Murphy Steiwer 
Kendrick Neely Stephens 
Pletcher Keyes Norris Thomas, Okla. 
Frazier Nye Thomas, Utah 
George La Follette Patterson Townsend 
Glass Pittman Trammell 
Goldsborough Logan Pope Tydings 
Gore Long Reed Vandenberg 
Hale McAdoo Robinson, Ark. Van Nuys 
Harrison Robinson,Ind. Wagner 
Hastings McGill Schall Walcott 
Hatfield McKellar Sheppard Walsh 
Hayden McNary Shipstead Wheeler 
Hebert Metcalf Smith White 


The PRESIDING OFFICER. Eighty-four Senators hav- 
ing answered to their names, a quorum is present. Is coun- 
sel for the respondent ready to proceed? 

TESTIMONY ON BEHALF OF RESPONDENT 


Mr. LINFORTH. Mr. President, on behalf of the respond- 
ent, we wish to thank the Presiding Officer and the Senate 
for the courtesy of giving us an hour within which to confer. 
Counsel are under instructions from the respondent not to 
make any motion but to proceed to offer the proof. 

The PRESIDING OFFICER. Very well, gentlemen. Call 
your first witness. 

EXAMINATION OF ROY A. BRONSON 


Mr. LINFORTH. Call Mr. Roy Bronson. 

Roy A. Bronson, having previously been duly sworn, was 
-examined and testified as follows: 

By Mr. LINFORTH: 

Q. Mr. Bronson, you have already been a witness in this 
matter on behalf of the prosecution?—A. I have. 

Q. How long have you been practicing law?—A. Twenty 
-years. 

Q. How long have you known Herbert Erskine?—A. For 
about 25 or, 30 years. 

Q. How long have you known his brother, Morse Erskine?— 
A. Ever since he has -practiced law, which, I believe, is 
something like 10 or 12 years. 

Q. And did you know the senior member of that firm in 
his lifetime, Mr. Keyes?—A. I did. 

Q. Do you know what the reputation of Herbert Erskine 
is, as a man and a lawyer, in the community where he 
resides?—A. I do. 

Q. Is it good or bad?—A. It is excellent. 

Q. And what is the reputation of his brother, Morse 
Erskine?—A. It is excellent also. 

Q. And what was the reputation of the deceased member 
of the firm, Mr. Keyes?—A. The very highest. 

Mr. LINFORTH. That is all. 

The PRESIDING OFFICER. Do Managers on the part 
of the House desire to ask the witness any questions? 

Mr. Manager SUMNERS. We do not. 

(The witness retired from the stand.) 

EXAMINATION OF THOMAS W. SLAVEN 


Mr. LINFORTH. Call Mr. T. W. Slaven. 

Thomas W. Slaven, having been previously duly sworn, 
was examined, and testified as follows: 

By Mr. LINFORTH: 

Q. Mr. Slaven, you have already been a witness in behalf 
of the other side to this proceeding?—A. I have. 

- Q. How long have you been practicing as an attorney?— 
A. Fifteen years. 

Q. Do you know Herbert Erskine?—A. I do. 

Q. How long have you known him?—A. About 10 years. 

Q. Do you know his brother, his partner, Morse Erskine?— 
A. I do. 

Q. How long have you known him? 

Mr. Manager SUMNERS. Just a minute. Mr. President, 
we do not object at all to the testimony, but in order to save 
time we believe that the interrogation ought to be directed 
to the reputation of the attorney whose reputation was 
brought in question this morning by a question asked by 
counsel for the respondent. 

Mr. LINFORTH. May I add one word in reply, Mr. Presi- 
dent? ‘The witness Brown, after testifying that the repu- 
tation of Herbert Erskine was not good, then refused to 
answer a question as to the reputation of Morse Erskine. 
So I think, under that state of affairs, in justice to those 
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men, it is proper to use the witness on the other side in 
defense of that situation. We are 3,000 miles away from 
home where these men practice and where they live, but, 
fortunately, we have some lawyers here on the other side in 
this case that know them. 

Mr. Manager SUMNERS. Mr. President, will the Chair 
hear me for just a moment? 

The PRESIDING OFFICER. The manager may proceed. 

Mr. Manager SUMNERS. I may suggest to the Chair 
that on a former examination of Mr. Brown it was disclosed 
that he did at that time testify that Mr. Erskine’s reputa- 
tion was not good. Counsel for the respondent knew that. 
At the time they propounded the question this morning to 
Mr. Brown they brought out that information or testimony 
themselves. We are not at all objecting, notwithstanding 
the fact that they put it in issue themselves and knew ex- 
actly what was going to happen when they asked the ques- 
tion. We do not at all object to this witness answering 
questions with regard to the reputation of a lawyer whose 
reputation was put in issue by counsel for the respondent. 
We do not at all object to that. 

Mr. LINFORTH. Mr. President, will you allow me one 
word in defense of a brother lawyer? ‘True, upon prelim- 
inary statement, Mr. Brown did make the statement which 
he repeated here. Some weeks ago when I was in the city 
of Washington in connection with this proceeding the Chair- 
man of the Judiciary Committee of the Senate told us that 
the Treasury of this country was at the defense of the re- 
spondent, if necessary, but he asked us to bear in mind 
existing conditions and not to pile up unnecessary expense. 
For that reason we did not bring attorneys 3,000 miles to 
substantiate the reputation of these men, but we are for- 
tunate in having some of the lawyers on the other side in 
this case who know them; and I say, inasmuch as the 
witness referred to declined to answer the question as to 
what the reputation of Morse Erskine was, in fairness’ to 
any lawyer, we ought to be permitted to remove the insinua- 
tion, if it is no more than that, from the declination of that 
witness to answer the question as to what the reputation of 
Morse Erskine was. 

The PRESIDING OFFICER. The opinion of the present 
occupant of the chair is that this is a matter in which the 
Senate is not concerned. It is not the issue here. The 
Chair appreciates the attitude of counsel in wishing to clear 
the reputation of a fellow member of the bar. The Chair 
can well appreciate their desire to do that. On the other 
hand, the Chair does not feel justified in allowing the time 
of the Senate to be taken up in any such inquiry. While 
the Chair is going to allow this witness for the time being 
to testify, he will not permit the inquiry to proceed any 
further. 

Mr. LINFORTH. We bow to the wishes of the Chair, 
and we shall not call anyone else on the subject. 

Mr. Manager SUMNERS. The managers did not put in 
issue the reputation of Mr. Erskine, and do not now ques- 
tion it, and never have questioned it. 

Mr. LINFORTH. But your witness did. 

Mr. Manager SUMNERS. You asked him the question. 

The PRESIDING OFFICER. The Chair does not think 
we ought to waste any further time on this issue. Proceed 
with the examination. 

By Mr. LINFORTH: 

Q. What is the reputation of Morse Erskine in the com- 
munity in which he lives for honesty, integrity, and ability 
as a lawyer?—A. It is of the highest. 

Q. And his brother Herbert?—A. Likewise I know it to 
be the highest. 

Mr. LINFORTH. No further questions. 

Mr. McKELLAR. Mr. President, I have a question I want 
to ask. 

The PRESIDING OFFICER. The Senator from Tennes- 
see propounds an inquiry, which the clerk will read. 

The legislative clerk read as follows: 

Q. Do you know the general reputation of John Douglas Short? 


If you do, what is the general reputation of John Douglas Short 
for truth and veracity and as a lawyer? 


1933 


The WITNESS. For truth and veracity I know the repu- 
tation of Mr. Short to be good. As for his ability as a 
lawyer I am unable to state. 

The PRESIDING OFFICER. Are there any further in- 
quiries? If not, the witness may be excused. 

EXAMINATION OF J, H. ZOLINSEY 

Mr. LINFORTH. We will call Mr. Zolinsky. 

J. H. Zolinsky, having been duly sworn, was examined and 
testified as follows: 

By Mr. LINFORTH: 

Q. Mr. Zolinsky, will you state your residence and occupa- 
tion?—A. My residence is San Francisco. My occupation 
is an accountant. 

Q. How long have you been following the business of an 
accountant?—A. About 13 years. 

Q. Were you the accountant for Russell-Colvin & Co. be- 
fore the appointment of the receiver?—A. I was. 

Q. How long had you been the accountant of that firm 
before the receivership?—A. About 3 years. 

Q. Following the receivership, were you employed by the 
receiver, Mr. Hunter?—A. I was. 

Q. Did you continue from that time on in the employ- 
ment of Mr. Hunter as accountant?—A. Yes; I was. 

Q. Can you tell the Presiding Officer and the Senate what 
the balance sheet, taken March 11, 1930, the date of the 
receivership of that concern, showed, so far as assets and 
liabilities were concerned?—A. There were firm assets and 
firm securities amounting to $1,521,096.54. There were also 
held for customers securities to the amount of $1,538,879.81, 
making a total of assets of $3,059,976.35. 

Q. According to the balance sheet at the date of the 
receivership?—A. Yes, sir. 

Q. According to the books of the company, what was the 
appraised value of the securities—not their assets but securi- 
ties—belonging to Russell-Colvin Co. at the date of the 
receivership?—A. The appraised value of securities belong- 
ing to Russell-Colvin was $503,267.25, not including any 
belonging to customers. 

Q. Did they have assets other than securities?—A. Yes; 
they had about $1,000,000 of other assets, including mem- 
bership seats. There was some cash, accounts due from 
customers, and miscellaneous. 

Q. In round numbers as of the date of the receivership 
the assets were approximately $1,000,000?—A. That is right. 

Q. How many claims were presented and filed with the 
receiver?—A. There were 679 claims filed with the receiver. 

Q. Can you state from your record the aggregate sum of 
those claims filed with the receiver?—A. Yes; they were 
$1,722,004.53. 

Q. Do your books show and can you state the amount due 
by Russell-Colvin & Co. on that date for bank loans, brokers’ 
loans, and repurchase agreements in total?—A, Yes; that 
amounted to $973,170.94, 

Q. Were the securities held by Russell-Colvin & Co. at tho 
time of the receivership pledged by them for an amount in 
excess of what Russell-Colvin & Co. had loaned on them?— 
A. Yes; they were, 

Q. How much more did that concern pledge them for 
than they had loaned on them, in round numbers?—A, That 
was about $359,000. 

Q. From your books can you state how much in cash was 
paid by the receiver to the customers who had preferred 
claims?—A, I do not understand the question. Was that 
the amount paid to 

Q. Let me withdraw the question and put it in a different 
form. How much did the receiver pay to the customers of 
the firm in cash and securities? —A. It totaled $830,439.73. 

Q. Can you state how much of that was paid by the re- 
ceiver to those customers in cash?—A. It was $328,406.72. 

Q. Was the balance paid in stock of the appraised value 
of the difference?—A. Yes; it was. 

Q. According to your books how much was paid to the 
secured customers by the receiver in the liquidation, in 
percent? -A. One hundred percent was paid to the secured 
claimants. 
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Q. The secured claims were paid 100 percent?—A. Yes, 


Mr. LONG. Mr. President, I send a question to the desk. 

The PRESIDING OFFICER. The Senator from Louisiana 
propounds a question, which the clerk will read. 

The legislative clerk read as follows: 

Q. Was the firm of Erskine & Erskine associated as attorneys for 
the receiver with John Douglas Short? 

Yes; they were. 

By Mr. LINFORTH: 

Q. Having told us that in the liquidation the secured 
customers received 100 percent of their claims, how much 
did the marginal customers not entitle to priority receive in 
percentage?—A. They have already received 48.07 percent. 

Q. Are there still assets out of which a further dividend 
will be paid them?—A. Yes; they will receive about 6.8 per- 
cent additional. 

Q. Making, in round numbers, how much in percentage? 
A. About 55 percent. 

Q. What have the general creditors received in percent- 
age?—A. So far they have received 28 percent. 

Q. Are there assets remaining out of which they will be 
paid an additional percentage?—A. They will receive an 
additional 12 percent, making a total of 40 percent. 

Q. What remaining assets are there at the present time? 
I do not mean to specify what they are, but in total?—A. In 
total we have assets of about $65,000, and in addition to 
that we have uncollected customers’ accounts of $179,000. 

Q. In figuring the percentage that will still be paid, have 
you figured anything on the $170,000 and odd of uncollected 
accounts?—-A. We have not figured anything on the $179,- 
000 of uncollected accounts. 

Q. The balance you have referred to from your record 
A. $65,000. 

Q. Is it due from solvent concerns?—A. It is all due from 
solvent concerns. 

Q. And good?—A. Yes, sir. 

Mr. LINFORTH. Take the witness. 

Cross-examination by Mr. Manager SUMNERS: 

Q. Your statement is that there will be 12 percent more 
paid to the general creditors?—A. Yes, sir. 

Q. And that the money is due from solvent concerns? — 
A. Yes, sir. 

Q. Why have you not already collected the money?—A. 
Why, of that amount $5,200 is being held in escrow by the 
legal firm who had charge of the Farmers’ Investment Co., 
which was liquidated by the receiver. They are waiting to 
turn it over to Mr. Hunter. 

Q. What are they waiting for?—A. I could not tell you 
that; some legal difficulty in closing that concern. It should 
have been paid, I understand, several years ago. I do not 
know why it has not been paid. 

Q. How do you know it is going to be paid?—A. I know 
they have it in escrow. Mr. Hunter sold the stocks which 
made up this sum of money and was asking for it several 
times. I do not know why he has not been paid it. 

Q. What I am trying to find out is how you know it is 
going to be paid. You have testified that it is going to be 
paid, and it has been in escrow for these years.—A. It should 
be paid, because it was a subsidiary of Russell-Colvin. There 
is no liability against it that I know of. 

Q. And yet it is being held in escrow?—A. Yes; it is being 
held in escrow by the attorneys who were in charge of the 
corporation. 

Q. And you testify it is going to be paid and distributed to 
the general creditors?—A. Yes, sir. 

Q. You swear to that?—A. That is, $5,000 of the amount. 

Q. You swear to that?—A. Yes, sir; an additional 
amount—that is, $5,000 of the $65,000. The other large 
amount is $58,000, with interest, due on a contract of sale of 
securities, sale of notes of the Anchorage Light & Power Co., 
which contract is secured by all the common stock of the 
company and is being paid off in regular payments. We 
have received so far $12,000 on the sale. 

Q. What position did you hold with the Russell-Colvin Co. 
prior to the receivership?—A. I was the accountant, in 
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Q. What does that mean?—A. I was in charge of all the 
accounting for the firm, all the bookkeepers and margin 
customers and cashiers, and so forth. 

Q. Was it part of your duties to trace these accounts that 
you had with other brokers—New York brokers, and so 
forth?—A. Yes, sir. 

Q. You did that before. Did you continue your respon- 
sibility in that regard after your employment by the re- 
ceiver?—A. We never had to trace the securities before 
the receivership in the same light as we had to trace them 
for the receiver. There was no occasion to trace before the 
receivership that I know of. 


Q. Did you have the responsibility of making those trac- 


ings after the receiver took control?—A. Yes; I did. 

Q. Under anybody’s direction as to the plan of pro- 
cedure?—A. Yes. Mr. Short laid out the routine, sepa- 
rating the various classifications of customers for tracing. 

Q. Mr. Short, the attorney for the receiver?—A. The at- 
torney. 

Q. Did the receiver have anything to do with that?—A. 
Mr. Hunter was with us, working with us on it. We had 
quite a few people working on the actual work. 

Q. What was the character of the assets of the Russell- 
Colvin Co. when the receiver took charge?—A. The char- 
acter? They had their securities. The investment depart- 
ment securities were being sold. We had the accounts re- 
ceivable, money due from customers. We had the mem- 
bership, the firm membership account, the stock-exchange 
seats; money due it from various accounts, such as the 
Consolidated Paper Box Co., one of its subsidiaries. There 
was some cash on hand. There was, of course, furniture 
and fixtures. They were the principal assets. 

Q. How many companies held these pledged securities?— 
A. We had a total of some forty odd different pledgees, dif- 
ferent pools—some very small and some large. 

Q. How many other concerns held the pledged securities, 
margined securities?—A. How many concerns were they 
pledged with? 

Q. Yes; that is right—A. Around 40. 

Q. Were they located in San Francisco or in New York?— 
A. They were all located in San Francisco—San Francisco 
and California. Lots of them were up-State and down south 
@ Way; and some of the companies had correspondents in 
New York. 

Q. You did not have any securities pledged in New York?— 
A. Well, the largest account, E. A. Pierce & Co., had the 
most of their securities in New York, held for us there. We 
had the account with the San Francisco office. 

Q. What made up the three million assets, briefly?—A. 
There was $500,000 worth of firm securities. We had 

Q. You need not be too particular. I do not care for too 
much detail—aA. All right. The seats, the exchange seats, 
were $75,000. Due from customers were $650,000; and there 
was cash, $43,000. There were furniture and fixtures of an 
apprized value of $7,700; and there were miscellaneous 
items due from different concerns of over $100,000. 

Q. The customers owing you the $650,000 were marginal 
customers, were they not?—A. Yes, sir; they were all mar- 
ginal customers. 

Q. And you had the stocks pledged to secure the indebted- 
ness that was owing?—A. Yes, sir. 

Q. How much did those stocks lack of being of value equal 
to the amount that was owing to you by these customers?— 
A. Ihave not got the figures at that time. I have what they 
were later sold for, and what the customers still owe on 
those stocks. 

Q. How much were they sold for?—A. They were sold 
for an amount which left a balance due the receivership of 
$179,000. 

Q. Do you assume from that statement that they lacked 
$179,000 of bringing the amount originally pledged?—A. If I 
am right, originally about $140,000 were the amounts that we 
considered deficit accounts. Those were accounts that did 
not have enough collateral to secure the indebtedness. 

Q. What has been the accounting cost since the receiver 
has been in charge?—A. The accounting cost? 

Q. The accounting cost. 
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The PRESIDING OFFICER. Mr: Witness, some of the 
Senators are unable to hear, and it has been suggested that 
the microphone be raised 8 or 10 inches. Suppose you try 
that. 

Mr. KING. Mr. President, may I take the liberty—al- 
though I am violating the rule—of asking the President to 
instruct the witness to speak louder? He drops his voice and 
those of us who are near lose some of his sentences. 

The PRESIDING OFFICER. The witness will please raise 
his voice all the time. It is rather difficult to hear. The 
acoustics are not particularly good and Senators have to 
strain a good deal to hear what is said. 

By Mr. Manager SUMNERS: 

Q. In order that the court may get the mechanics of this 
thing, is it not true that much of the payments to which you 
refer—and much of the indebtedness—simply meant that 
you recovered the pledged securities and delivered them back 
to the persons who have pledged them?—A. Well, of course, 
we secured the remaining securities from the pledgees after 
the pledges were satisfied and distributed them to claimants. 

Q. I should like to repeat my question. As I understand 
from your statement, much of the assets and much of the 
liabilities of this concern had to do with pledged securities? 
A. Yes, sir. 

Q. In winding up that part of the transactions of the con- 
cern, what you had to do was to recover these pledged securi- 
ties and deliver them to the respective pledgors?—A, That 
is right, sir. 

Q. About what percentage of the business of winding up 
the receivership did that character of transaction consti- 
tute?—A. You mean of the accounting part of the receiv- 
ership? 

Q. You can answer it either way, or both ways, if you 
Hke.—A. Of course the tracing of the securities involved 
both the securities pledged and unpledged. I do not know 
just what percentage we spent on the tracing. 

Q. Perhaps we can get at it in this way: Since the re- 
ceiver took charge of the Russell-Colvin Co. it has not been 
a going concern? It has not bought and sold stock?—A, 
That is correct; yes, sir. 

Q. It has been purely a liquidating receivership?—A. Yes, 
sir. 
Q. And is it not true that the process of liquidation was 
to recover first the unsold stocks and deliver them back to 
the persons to whom they respectively belonged?—A. Well, 
that was not our procedure. We traced all securities into 
the various pledges, determined which securities had been 
sold, whose securities had been sold, and the losses and 
gains thereon, and then delivered to the customers the 
remaining securities or the cash equivalent, the cash real- 
ized from the sale of the securities by pledges. Some of 
the securities the pledgees sold out at the commencement of 
the receivership. Others were sold by the receiver later on. 

Q. Do you mean that the securities that were pledged 
with A, B, or C were sold by A, B, or C under the original 
authorization of sale, and they paid themselves the amount 
of money that the Russell-Colvin Co. owed to them? Is 
that true?—A. Yes; most of the banks and brokers did 
that. There were several who did not do it. 

Q. With regard to those transactions where the brokers 
pursued the first policy, what you had to do was to find out 
what part of the entire amount received, having already 
determined with reference to these pools that you have 
indicated, belonged to each of the pledgors?—A. Yes, sir. 

Q. Then you had some securities which the Russell- 
Colvin Co. had underwritten; did you not?—A. Yes, sir. 

Q. Did you have to do with the transactions concerning 
their sale?—A. Yes; I did. Well, I had to do with the rec- 
ords, of course, concerning their sale. I had to do with the 
sales of those securities which were pledged, owing to us, 
Colvin & Co.—those underwritings. 

Q. How long was it before the bulk of the business of this 
concern was wound up under the receivership? Let me put 
it in this way: What percentage of the bulk of the transac- 
tions of the receivership was wound up in the first 3 
-months?—A. The first 3 months there was very little wound 
up. At the end of the first 3 months, if I recall, we had 
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completed receiving all the claims from the various claim- 
ants and determining the classification of those claims. 

Mr. Manager SUMNERS. I do not think it is profitable 
to pursue this any further. 

The PRESIDING OFFICER. Are there any further ques- 
tions? 

Mr. LINFORTH. No further questions. 

Mr. KING. Mr. President, I send an interrogatory to the 
desk. 

The PRESIDING OFFICER. The Senator from Utah pro- 
pounds an interrogatory, which will be read by the clerk. 

The legislative clerk read as follows: 

Q. How long was the Russell-Colvin Co. in the hands of the 
receiver? 

The WITNESS. The company went into the hands of the 
receiver March 11, 1930, and I suppose to date. Its work 
was finished quite a while ago. Final payments out of firm 
accounts, and so forth, were paid in the fall of 1931. How- 
ever, they received a general distribution from the general 
fund early this year. 

Mr. McKELLAR. Mr, President, I send up two questions, 
which I ask to have read. 

Mr. LONG. Mr. President, a point of order. I think that 
question would mean in point of years. I will ask the Chair 
to ask the witness to answer how many years or months it 
was. I do not get exactly what he means by that. 

The PRESIDING OFFICER. The Chair suggests that the 
Reporter read the answer to the interrogatory for the infor- 
mation of the Senate. 

The Official Reporter read as follows: 

A. The company went into the hands of the receiver March 11, 
1930, and I suppose to date. Its work was finished quite a while 
ago. Final payments out of firm accounts, etc., were paid in the 
fall of 1931. However, they received a general distribution from 
the general fund early this year. 

Mr. Manager SUMNERS. There is one question I over- 
looked asking the witness. 

Mr. McKELLAR. May I have read the questions which I 
have sent to the desk? 

The PRESIDING OFFICER. The manager will permit 
the interrogatories of the Senator from Tennessee to be 
propounded. 

Mr. Manager SUMNERS. Yes; I beg pardon. 

The legislative clerk read the first question, as follows: 

Q. How many lawsuits were brought by the attorneys for the 
receiver? 

The WITNESS. I do not know the total number of law- 
suits. 

The legislative clerk read the second question, as follows: 

Q. How much was recovered on such suits as were brought? 


The WITNESS. I have not the figures on those suits. 

Mr. McKELLAR. Mr. President, I desire to ask another 
question in order to finish the matter. I will have it ready 
in a moment. 

The PRESIDING OFFICER. Very well. In the mean- 
time, the manager for the House has a question. 

By Mr. Manager SUMNERS: 

Q. I should like to ask you, Mr. Witness, how much of the 
assets of the Russell-Colvin Co. was paid out to the receiver 
and the attorney for the receiver?—A. The receiver and his 
attorney received $90,000. Do you mean what percentage? 

Q. No. Will you please state the sums paid respectively 
to the receiver and the attorney for the receiver?—A. The 
attorneys of the receiver received $51,250. The receiver 
was paid $40,500. 

Q. For how long a period of time was that?—A. Mr. 
Hunter was actively on the job all last year, all 1932, and 
on and off to the present date. 

Q. How long after the receiver qualified and took charge 
of the property was this payment made to the receiver?— 
A. The receiver was paid in the spring—I have not the 
exact date—the spring of 1931. 

Q. Can you fix the date a little more definitely and give 
us some information as to how long the receiver had been 
in charge of the property at the time the payment was 
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made?—A. I think just about a year after the commence- 
ment of the receivership. 

Q. Is that true also with reference to the attorney for 
the receiver?—A. They both were paid at the same time. 

Q. Do you know how much time the attorney for the 
receiver devoted to this receivership?—A. I know he was 
with us most of the first year practically all the time—that 
is, with the accounting end of it. Of course, I do not know 
just what extra time he spent, 

Q. How long was Mr. Erskine with you?—A. Mr. Morse 
Erskine was with us a while on the tracing of the claims 
and preparing the different classifications of customers. 

Q. For how long a period of time, if you know?—A. I 
imagine for about the first 6 months we were working to- 
gether, 

Q. He was there, then, practically all the time?—A. He 
was there on and off; not as steady as Mr. Short, 

Q. Did Mr. Short come down in the morning and stay 
until evening?—A. Yes; he did. Many times he was there 
the full day just the same as we were. 

Q. Were there many days when he was not there? We 
are trying to get a picture.— A. Yes; I know. I know some- 
times, of course, he was working with Mr. Hunter on other 
things, and then we would call him in on our work. Of 
course, we did not bother with the sale of the other assets 
of the company. 

Q. Were there any other attorneys who worked with you 
during that period, representatives of the Russell-Colvin 
Co.? Were they there at any time?—A. I worked up some 
figures for Mr. Brown at one time. He was the only one. 

Q. There were no other attorneys representing anybody 
else who had contact with the activities of the receiver?— 
A. There were other attorneys representing claimants who 
came. 

Q. I am asking with regard to attorneys who helped to 
complete the settlement of the estate —A. Yes, the attorneys 
for the creditors’ committee went over the outline of the 
work we were doing, and went over certain accounts in 
which they were interested. 

Mr. Manager SUMNERS. That is all. 

The PRESIDING OFFICER. The Senator from Ten- 
nessee desired to propound an inquiry. 

Mr. McKELLAR. Mr. President, I have an interrogatory 
which I desire to propound. 

The PRESIDING OFFICER. The clerk will read the 
interrogatory. 

The legislative clerk read as follows: 

Q. Will you ascertain how much money was recovered by means 
of lawsuits brought by attorneys for the receiver, and give the 
total sum to the reporter in answer to this question? 

Mr. Manager SUMNERS. Mr. President, in that connec- 
tion I respectfully suggest to the president that it would 
perhaps be valuable to have retained as a part of the record 
in this case the memoranda from which the witness has 
testified. 

The PRESIDING OFFICER. I think perhaps that might 
well be made a part of the record for the information of the 
Senate. 

Mr. Manager SUMNERS. We respectfully ask that it may 
be made a part of the record. 

The PRESIDING OFFICER. That may be done, Mr. Zo- 
linsky, and it will be here in safe-keeping, and will be avail- 
able to you at a later date. 

(See U.S. S. Exhibit 53.) 

Mr. McKELLAR. Mr. President, I do not think the wit- 
ness answered the question and stated whether he would get 
the information that was asked for. 

The WITNESS. I have not a record of the different law- 
suits that were instituted by the attorneys. 

Mr. KING. Mr. President, I send two interrogatories to 
the desk, which I desire to have propounded to the witness. 

Mr. MeKELLAR. One moment. May I suggest, without 
writing it, that the witness has not answered the question I 
asked? This witness is an accountant for the company, and 
all I ask is how much money is shown by his account to have 
been received from lawsuits. Surely he ought to be able to 
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find out from his accounting how much money was received 
as a result of lawsuits. 

The WITNESS. One of the principal suits by the attor- 
ney, or the work by the attorney, was in the case of the Con- 
solidated Paper Box Co., on which we received about $211,000 
in cash and credits to the pledgees. 

The PRESIDING OFFICER. The Senator from Utah pro- 
pounds the following interrogatories, which the clerk will 
read. 

The legislative clerk read as follows: 

Q. For how many months did Short serve as attorney? 


The WITNESS. For about the first 6 months, or most of 
the first year, he served a good deal with the accounting 
department, showing us the claims, and later with the 
receiver as well, in disposing of the other firm assets. That 
was a period of, I should say, about 2 years—less than 2 
years. 

Q. For how many months did Erskine serve as attorney? 


The WITNESS. It is my recollection, or my opinion, that 
on all the cases, outside of the claims for securities, Mr. 
Erskine worked with Mr. Short. As a matter of fact, I want 
to say that Mr. Short, even to the present time, is interested 
in conducting some of the suits against some of the deficit 
accounts which we are trying to collect. 

Mr. FLETCHER. Mr. President, I send an interrogatory 
to the desk. 

The PRESIDING OFFICER. The Senator from Florida 
propounds the following interrogatory, which the clerk will 
read. 

The legislative clerk read as follows: 

Q. What were the total expenses paid out by the receiver in addi- 
tion to the compensation to the receiver and the attorneys out of 
the trust funds? 

The PRESIDING OFFICER. The clerk informs the Chair 
that there are two interrogatories. The witness will be 
directed to answer the first, which has just been propounded, 
and then the second will be propounded to him. 

The WITNESS. There were about $50,000 expenses. 

Q. What were the different items of expense? 


The WITNESS. There were office salaries, amounting to 
approximately $29,000; rent, about $4,000; and there were 
fees to other attorneys, about $17,000. 

Mr. McCARRAN. Mr. President, I send three interroga- 
tories to the desk. 

The PRESIDING OFFICER. The Senator from Nevada 
propounds three interrogatories, which the clerk will read. 

The legislative clerk read as follows: 

Q. How much did the creditors realize from the estate? 


The WITNESS. The average paid to all creditors amounts 
to a little over 65 percent and the amount of money and 
securities paid amounted to $830,000. 

Q. What was the total amount of the estate? 


The WITNESS. The total amount of the estate was 
$3,000,000. 

Q. What was the apprized value of the estate? 

The WITNESS. That is the apprized value, or book 
value, in either case. 

Mr. McKELLAR. Mr. President, I have two interroga- 
tories I wish to propound. 

The PRESIDING OFFICER. The Senator from Tennes- 
see propounds the following interrogatories, which the clerk 
will read. 

The legislative clerk read as follows: 

Q. What were the fees to other attorneys for? 

The WITNESS. In one case there was a firm of attor- 
neys representing a client in New York that replevined their 
stock. In other cases there was a fee allowed to the attor- 
neys representing the firm of Russell-Colvin & Co. That 
is the record I have on that. 

Q. If Mr. Short and Messrs, Erskine & Erskine were employed, 
why was $17,000 paid to other attorneys? 

The WITNESS. I do not know why it was paid. I guess 
that will have to be answered by someone else, 
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Recross-examination by Mr. Manager SUMNERS: 

Q. Mr. Zolinsky, you stated, as I understood your state- 
ment, that the attorneys have recovered in a lawsuit two 
hundred thousand and some odd dollars in the Consolidated 
Paper Box Co. matter. Do you not know, as a matter of fact, 
there was not any lawsuit at all about that; that that was 
merely a sale of the property?—A. I said that I have no 
information as to the number of suits filed, except those 
filed against customers, which are in process of collection 
now; but I stated there was a great deal of legal work on 
that Consolidated Box case, and that is the reason I men- 
tioned it. 

Q. But did you or not mention it in response to an inquiry 
as to what had been recovered by lawsuits on the part of 
these attorneys?—A. I did. 

Q. What lawsuit was instituted?—A. As I said, I know 
there was a good deal of legal work. I do not know just 
what kind of a suit was brought against it, and, as I said 
before, I have no record of all the suits that were brought 
in this case. 

Q. In other words, you do not know whether there was 
any suit brought at all or not in that matter?—A. I know 
there were some suits, but I have no record of what suits 
were brought. 

Q. I do not want to take too much time on this, but I am 
speaking now with respect to the Consolidated Paper Box 
Co., the only concern that you pointed out definitely with 
reference to which there had been a lawsuit. I want to 
know what lawsuit that was.—A. I do not know whether 
there was a lawsuit or not. I know there was a good deal of 
legal work. 

Q. Do you not know that it was not a lawsuit, that it was 
a negotiation and sale, and that Mr. De Lancey Smith had 
the major part to do with reference to the negotiation and 
sale and closing of the matter?—A. I know that Mr. De Lan- 
cey Smith worked on it. : 

Mr. Manager SUMNERS. That is all. 

Redirect examination by Mr. LINFORTH: 

Q. May I ask just one further question? You recall, do 
you not, that the court made an order allowing, if I remem- 
ber correctly, $8,750 to Brown & Smith as attorneys for 
the defendant and to Thelen & Marrin; at the same time it 
made an allowance of forty-six thousand and odd dollars to 
Keyes & Erskine. Is that $8,750 a part of the amount that 
you have mentioned?—A. Yes; it is. 

Q. One further question. Can you tell the Presiding Offi- 
cer and the Senate about when the dividend was paid to 
the creditors?—A. The first amount was paid in September 
1931, and prior to that we had satisfied the full-paid-security 
claimants. 

Q. And was there a second dividend payment?—A. There 
were two general dividend payments; as a matter of fact, 
there were three before the end of 1931; a fourth dividend 
was paid in March of this year. 

Q. That is, the last dividend was paid in March of this 
year?—A. Yes, sir. 

Q. Was that a small one?—A. It was 3 percent of the 
general claims. 

Mr. LINFORTH. I think that is all. 

Recross-examination by Mr. Manager SUMNERS: 

Q. Just one question, and I am sure I am through. How 
much was paid to the general creditors in money?—A. In 
money? 

Q. Yes; how much has actually been paid to the general 
creditors—what percentage of their respective claims?—A. 
We have paid 28 percent so far. 

Q. How much does that amount to?—A. It amounts to 
$168,595.82. 

Mr. BLACK. I send to the desk an interrogatory. 

The PRESIDING OFFICER. The Senator from Alabama 
propounds an interrogatory, which the clerk will read. 

The legislative clerk read as follows: 


Q. Who were the other lawyers receiving the $17,000, and what 
amount did each receive, and where are such lawyers located? 


The WITNESS. The attorneys for the plaintiff received 
$4,375; the same amount to attorneys for the defendant. 
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The attorneys for the defendant were De Lancey Smith 
and Francis Brown; the attorneys for the plaintiff, I think, 
were Thelen & Marrin. One thousand dollars was paid to 
a New York firm of attorneys on account of securities held 
for the agency, and there were $7,000 of miscellaneous legal 
expenses, which includes clerical and legal expense as well. 

Mr. BLACK. Mr. President, I should like for the clerk to 
be instructed again to read the question to the witness so 
that he may answer the entire question. 

The PRESIDING OFFICER. The clerk will again read 
the interrogatory. 

The legislative clerk read as follows: 

Q. Who were the other lawyers receiving the $17,000, and what 
amount did each receive, and where are such lawyers located? 

The WITNESS. De Lancey Smith and Francis Brown, 
San Francisco, received $4,375; Thelen & Marrin, attorneys 
for the plaintiff, received the same amount, $4,375, also of 
San Francisco; $1,000 was paid through Pillsbury, Madison 
& Sutro, of San Francisco, for account of a New York firm. 
I do not know the name of that firm. There was still $7,000 
for miscellaneous amounts that I have not here. I think 
most of them are for court and different clerical expenses. 

Mr. KING. Mr. President, I submit two interrogatories. 

The PRESIDING OFFICER. The clerk will read the in- 
terrogatories propounded by the Senator from Utah. 

The legislative clerk read as follows: 

Did all the members of the Erskine & Short firm render sery- 
ices in the handling of the Russell-Colvin estate? 

The WITNESS. Not to my knowledge. 

The PRESIDING OFFICER. The clerk will read the 
second interrogatory propounded by the Senator from Utah, 

The legislative clerk read as follows: 

Q. Who were the members of the firm of Erskine & Short? 


The WITNESS. I know of Mr. Morse and Mr. Herbert 
Erskine and Mr. Short. I did not have any business with 
the other members. 

Mr. KING. I submit two further interrogatories. 

The PRESIDING OFFICER. The Senator from Utah 
submits two interrogatories, which the clerk will read. 

The legislative clerk read as follows: 


Q. Is Hunter still acting as receiver? 


The WITNESS. He is. 

The PRESIDING OFFICER. The clerk will read the 
second interrogatory propounded by the Senator from Utah. 

The legislative clerk read as follows: 

Q. To whom were the payments made which, as you said, consti- 
tuted 100 per cent? 

The WITNESS. They were made to security claimants 
who had paid their accounts in full. The securities were 
held in safe keeping. They were also claims such as United 
States Government taxes, and other taxes, and employees’ 
salaries and salesmen’s commissions. 

Mr. BLACK. I send another interrogatory to the desk. 

The PRESIDING OFFICER. The Senator from Alabama 
propounds an interrogatory, which the clerk will read. 

The legislative clerk read as follows: 

Q. What lawyers received the miscellaneous expenses of $7,000; 
‘and if you do not have it in the account now, do you have it 
accessible? 

The WITNESS. Ican procure that information. I do not 
think that it was paid to any attorneys. I believe it was 
just for legal expenses in court and for stenographers, and 
so on, in the different cases. 

Mr. McKELLAR. Mr. President, I submit another inquiry. 

The PRESIDING OFFICER. The Senator from Tennes- 
see propounds an inguiry, which the clerk will read. 

The legislative clerk read as follows: 

Q. Are John Douglas Short and Erskine & Erskine here in Wash- 
ington in attendance on this case? 

The WITNESS. Yes; they are. 

Mr. LINFORTH. Mr. President, may I state, for the in- 
formation of the Presiding Officer and those who are here, 
that Mr. Herbert Erskine is here and Mr. Short is also here. 
The other Mr. Erskine will come by airplane. He is not 
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here at the present time. I want the witness to be exactly 
correct about it. 

Mr. BONE. Mr. President, I wish to submit an interroga- 
tory. 

The PRESIDING OFFICER. The Senator from Wash- 
ington propounds an interrogatory, which the clerk will 
read 


The legislative clerk read as follows: 

Q. Why were other San Francisco lawyers retained to represent 
or defend when the receiver had his own lawyers? 

The WITNESS. I do not think the other firms were 
retained by the receiver. 

Mr. BONE. That does not quite answer the question. 

The PRESIDING OFFICER. Will the reporter please 
read the answer? 

The Official Reporter read as follows: 

A. I do not think the other firms were retained by the receiver. 


Mr. LINFORTH. If I may be permitted to ask a ques- 
tion, I think I can make it clear to Senators in a moment. 
Mr. Witness, as to the $8,750 paid to Thelen & Marrin and 
to Smith & Brown, they were attorneys for the plaintiff 
and defendant, respectively, in the Russell-Colvin lawsuit, 
were they not? 

The WITNESS. Yes, sir. 

By Mr. LINFORTH: 

Q. And they were not employed, any one of them, by the 
receiver?—-A. They were not employed by the receiver. 

Q. And the work that they did in connection with the 
Russell-Colvin matter was the basis of the application which 
they made to the court direct for compensation, was it 
not?—A. I believe it was. It had nothing to do with the 
work, so far as I know, of the receivership. 

Q. And the court made an order allowing those gentlemen 
the amount that you testified to?—A. It was allowed by the 
court, I know. 

Q. At no time were either one of those four gentlemen 
employed by the receiver?—A. They were not. 

The PRESIDING OFFICER. Are there any further in- 
terrogatories? 

Mr. LINFORTH. As a suggestion, Mr. President, the 
service rendered by those gentlemen started with the filing 
of the petition, which resulted in the appointment of the 
receiver, and such services as they rendered during the 
receivership. I will ask the witness if that is right? 

The WITNESS. That is correct. 

The PRESIDING OFFICER. Are there any further ques- 
tions? 

Mr. McCARRAN. Mr. President, I desire to submit a 
question. 

The PRESIDING OFFICER. The Senator from Nevada 
propounds an interrogatory, which the clerk will read. 

The legislative clerk read as follows: 

Q. Is it not true that the bulk of the work was in the nature of 
accountancy rather than law? 

The WITNESS. I would say that for the first year Mr. 
Short spent most of his time on accounting problems and 
later on the sale of the various firm assets, I do not know 
just what percentage could be applied to each. 

The PRESIDING OFFICER. Are there any further ques- 
tions? 

Mr. Manager SUMNERS. We have no further questions. 

Mr. BLACK. I desire to ask a question. I thought it 
would probably be asked, but, as it has not been, I send it 
to the desk. 

The PRESIDING OFFICER. The Senator from Alabama 
propounds the following interrogatory, which the clerk will 
read. 

The legislative clerk read as follows: 

Q. What fee did you receive as an accountant? 


The WITNESS. I received a salary of $290 a month until 
December 1931, my regular salary, the same as I received 
from the firm. 

The PRESIDING OFFICER. If there are no further ques- 
tions, the witness may be excused. 

Mr. Manager SUMNERS. We have no further questions. 
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Mr. McCARRAN. Mr. President, as a matter of inquiry 
of the Chair, do I understand the statement held in the 
hands of the witness while he was testifying is to be made 
of record here? 

The PRESIDING OFFICER. That is the understanding. 

Mr. McCARRAN. Is that a full statement of litigation 
conducted or defended during the course of the administra- 
tion of the estate? 

The PRESIDING OFFICER. The Chair cannot answer 
that interrogatory. Under the rule, the Chair suggests that 
one of the managers on the part of the House could pro- 
pound it, and then the witness may answer it, if he is able 
to answer. 

Mr. Manager SUMNERS. Mr. President, in order to save 
time may I propound the question? 

The PRESIDING OFFICER. -The manager may. 

Mr. Manager SUMNERS. Does the statement to which 
reference has been made contain the entire statement with 
reference to the litigation either instituted and prosecuted or 
defended by counsel for the receiver?—A. I do not think it 
is complete. All the figures I have given this afternoon, of 
course, are in there. 

Q. May I ask why do you think it is not complete?—A. 
Well, there may be more details which I have on the books 
of the company. These are just excerpts from the books, 
in somewhat round figures. 

Mr. McCARRAN. Mr. President, I desire to submit an 
inquiry. 

The PRESIDING OFFICER. The Senator from Nevada 
propounds an inquiry, which the clerk will read. 

The legislative clerk read as follows: 

Q. Why was it necessary to retain and pay outside San Francisco 
counsel during the receivership while the receiver had his own 
attorneys? 

The WITNESS. I think that no outside firms were re- 
tained by the receivership. Those outside fees were paid to 
the attorneys of the old partnership of Russell-Colvin & Co. 
and for the plaintiff in making the application for receiver- 
ship. 

Mr. KING. Mr. President, I submit the following inter- 
rogatory. 

The PRESIDING OFFICER. The Senator from Utah 
propounds an inquiry, which the clerk will read. 

The legislative clerk read as follows: 

Q. Does the statement contain the names of claims filed or pre- 
sented? 

The WITNESS. My statement does not reveal the names, 
but they were filed in court at the first hearing for com- 
pensation. 

Mr. BONE. Mr. President, I submit a further interroga- 
tory. 

The PRESIDING OFFICER. The Senator from Wash- 
5 propounds a further interrogatory, which the clerk 

will read. 


The legislative clerk read as follows: 

Q. Did the court allow $7,000 to a law firm for the preparation of 
a receivership petition? 

The WITNESS. Not that I know of. There were two 
amounts of $4,300 apiece that were allowed to the attorney 
for the plaintiff and the attorneys for the defendant for 
work done in preparing the application and also for assist- 
ance given during some other deals. 

The PRESIDING OFFICER. Are there any further ques- 
tions? If not, the witness will be excused. 

EXAMINATION OF HERBERT W, ERSKINE 


Mr. LINFORTH. Shall we proceed, Mr. President? 

The PRESIDING OFFICER. Yes; call your next witness. 

Mr. LINFORTH. We will call Herbert W. Erskine. 

Herbert W. Erskine, having been duly sworn, was ex- 
amined and testified as follows: 

By Mr. LINFORTH: 

Q. Please state your name.—A. Herbert W. Erskine. 

Q. Where do you live?—A. I live in the city of Piedmont, 
Alameda County, Calif. 

Q. What is your profession?—A. I am an attorney at law. 
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Q. How long have you been practicing as an attorney at 
law?—A. Twenty-five years. 

Q. In San Francisco?—A. Yes. 

Q. What is the name of your present firm?—A. Keyes & 


Erskine, 

Q. That firm is made up of whom?—A. It is made up of 
my brother and myself, since Mr. Keyes, my former senior 
law partner, died. 

Q. When was it that Mr. Keyes was deceased?—A. He 
died in April of 1928. 

Q. Is Mr. John Douglas Short connected with your firm in 
any capacity?—A. Yes. 

Q. How long has he been connected with that firm?—A. 
Approximately 5 years. 

Q. In what capacity?—A. He is associated with us, and 
also employed by us. 

Q. Under what terms and arrangements?—A. We carry 
all the office overhead—rent, stenographers, telephone, and 

and paid him up until last year $200 a month, 
and divided whatever business we jointly handled. In addi- 
tion to that, he had his own business. 

Q. On whatever business was jointly handled he received 
what proportion?—A. One half. 

Q. In addition to that arrangement he has his own busi- 
ness, did you say?—A. Yes. 

Q. How long were you in partnership with Mr. Alai 
Keyes?—A. 1917. 

Q. Down to the time of his death?—A. Down to the time 
of his death; yes, 

Q. Have you been in the past the attorney for the Hum- 
boldt Savings Bank of San Francisco?—A. Yes. Mr. Keyes 
was the president of the bank and I was a director, and we 
were attorneys for the bank from the time I went to work 
for him until the bank was purchased or merged with the 
United Securities Bank & Trust Co., which later on became 
one of the parts of the Bank of America. 

Q. How long were you one of the directors of the Hum- 
boldt Savings Bank?—A. I should say approximately 4 or 5 
years prior to its absorption by the Bank of America. 

Q. Are you one of the attorneys at the present time for 
the Bank of America at San Francisco?—A. Yes. 

Q. How long have you been one of the attorneys for the 
Bank of America?—A. Ever since the absorption of the 
Humboldt Bank by the Bank of America chain. 

Q. Were you one of the directors of the Bank of Amer- 
ica?—A. Up until this January; yes. 

Q. Have you also been one of the governors of the San 
Francisco Bar Association?—A. Yes; I was governor of the 
bar association for two terms, 1931 and 1932. 

Q. How long have you known John Douglas Short?—A. 
I should say 20 years. 

Q. How long has he been practicing law?—A. Approxi- 
mately that time; perhaps 18 years. 

Mr. LONG. Mr. President, I did not understand the ques- 
tion or answer. May I have it read? 

The PRESIDING OFFICER. The reporter will read as 
requested. 

The Official Reporter read as follows: 

Q. How long has he been practicing law?—A. Approximately 
that time; perhaps 18 years. 

By Mr. LINFORTH: 

Q. How old a man is John Douglas Short?—A. I do not 
know, but I think he is about 37 to 39 years of age. I 
would not say exactly. 

Q. Do you know Francis C. Brown, who was a witness in 
this proceeding?—A. I believe I met him in 1924, but only 
vaguely believe it. He was a relative of Mr. Keyes, my 
former partner, and came in to ask us for employment at 
that time. I believe I met him then. 

Q. Have you had any relations with him since then?—A. 
No; I have not. I do not know the man by sight even. 

Q. Have you ever had any differences with him?—A. 
None; no. 

Q. Do you know Mr. H. B. Hunter, the receiver?—A. Yes. 

Q. How long have you known Mr. Hunter?—A. I have 
known Mr. Hunter ever since I became general counsel for 
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the United Security Bank & Trust Co. That was about 5 
years ago. 

Q. Before you became one of its attorneys in this receiver- 
ship matter had you had any business relations with him?— 
A. Oh, yes. 

Q. In what connection?—A. He was auditor for the 
branches of the United Security Bank & Trust Co. and when 
we were merging and absorbing various branches, I think 
23 or 25 of them throughout the State of California, my 
work brought me in contact with him. 

Q. He was at that time employed in what capacity?—A. 
He was an auditor of the United Security Bank. 

Q. Did you know him when he was also connected with the 
Mercantile Bank of San Francisco?—A. Slightly, but not 
professionally until he was connected with our bank. 

Q. At the time of his appointment as receiver I under- 
stand he was connected with the firm of Cavalier & Co., 
stockbrokers in San Francisco and Oakland?—A. Yes. 

Q. Were you attorney for Cavalier & Co.?—A. Yes; in some 
things. Š 

Q. And had been for how long?—A. I was not under a 
regular retainer from them, but I represented them in some 
various phases of litigation for 4 or 5 years. 

Q. In that way had you come in contact with Mr, H. B. 
Hunter?—A. Les. The last case I handled for Cavalier, he 
was one of the men I came in contact with. 

Q. Had your firm and in particular yourself had any 
experience in stockbrokerage transactions prior to this 
receivership?—A. Some. 

Q. When you were a director and attorney for the Hum- 
bolt Savings Bank, was it also a member of the San Fran- 
cisco Stock Exchange?—A. Yes. It had what is known as 
an “associate membership” in the San Francisco Stock 
Exchange. 

Q. During those years did you have stock-transaction 
business with them?—A. Oh, yes; a great many. 

Q. And also while you had been attorney for the Bank of 
America?—A. Yes. 

Q. Who first spoke to you about your firm representing Mr. 
Hunter as receiver in the Russell-Colvin case? 

Mr. LONG. Mr. President, at this point I want to pro- 
pound two questions. 

The PRESIDING OFFICER. The Senator from Louisiana 
propounds two interrogatories which the clerk will read. 

The legislative clerk read the first itnerrogatory, as fol- 
lows: 

Q. Did you say that Lawyer Brown asked you for a job about 
1924, or when? 

The WITNESS. He asked my deceased partner, Alexan- 
der Keyes, for employment in 1924, approximately. 

The legislative clerk read the second interrogatory, as 
follows: 

Q. Why did you not hire Brown? 


The WITNESS. Because I suppose we had enough men 
on hand at the time. I had nothing to do either with not 
hiring him or the hiring of him. 

By Mr. LINFORTH: 

Q. Who first spoke to you about representing Mr. Hunter 
as receiver?—A. Mr. Short. 

Q. Do you recall when and where it was that he first 
spoke to you on that subject?—A. I believe it was in my 
office the morning after Mr. Hunter received his appoint- 
ment. 

Q. What talk did you have with him at that time on 
the subject of your firm being associated with him as attor- 
ney for Mr. Hunter?—A. He stated that Mr. Hunter had 
discussed with him the matter of employing our firm with 
him as attorneys for him as receiver, and we discussed it 
briefly and I stated that we would be glad to accept the 
employment. 

Q. Were you at that time familiar in a general way with 
this kind of work in this receivership matter?—A. In a 
general way; yes. 

Q. Which members or member of your firm paid particu- 
lar attention to this receivership matter?—A. My brother. 
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Q. What was his name?—A. Morse Erskine. 

Q. Are you familiar in a general way with the work done 
by Mr. Short in connection with that matter?—A. Yes; 
I am. 

Q. How much of their time, to your knowledge, was de- 
voted to this receivership matter?—A. All of Mr. Short’s 
time for at least a year was devoted to it, and my brother 
devoted substantially all of his time for about 4 months in 
the beginning of the first year of it, and for about 4 months 
at the end of the first year of it, and in the interim approxi- 
mately three quarters of his time. 

Q. After the expiration of the first year are you familiar 
with what time was devoted by each one of them to the 
affairs of this receivership?—A. I am. 

Q. Will you state, not exactly, but approximately?—A. My 
brother did not devote so much time after the first year to 
it. I think after the settlement of the account and the 
recasting of the account, which had to be done on a couple 
of occasions, Mr. Short from that time on handled it ex- 
clusively. 

Q. During this period that you have spoken of, did you 
employ other lawyers in your office to do the work that your 
brother and Mr. Short had been doing prior to this receiver- 
ship?—A. Yes; you see, we were doing a great deal of work 
for the Bank of America at the time, and my brother does 
most of that work. Mr, Short did some of it; and when we 
had to take him off that work, we had to get one other lawyer 
and then promote a man in the office that we already had. 

Q. During the receivership were you or your brother 
called into consultation by Mr. Short or the receiver at 
various times?—A. Various times: yes. 

Q. How frequently?—A. Well, many, many times. That 
would be hard to say, just how frequently. It was one of the 
big jobs in our office, and we were at it all the time, Sun- 
days and Saturdays and all the time. 

Q. Are you familiar with the report of H. B. Hunter on 
claims filed by him with the court?—A. Yes; I am. 

Q. And also with the general report and account of Mr. 
Hunter as receiver in that matter? -A. Yes. 

Q. I hand you these two documents and ask you if those 
are copies of his reports?—A. Yes; that is a copy of the 
report on claims, and I believe this is a copy of his general 
report, with the exception, I think, of some exhibits that are 
not attached to it. 

Mr. LINFORTH. We offer these two papers. I do not 
care to have them printed in the record; but, to avoid that, 
I will ask a few questions in regard to them. 

The PRESIDING OFFICER. Very well. 
mark them. 

(The first report was marked “U.S.S. Exhibit A”, and the 
second report was marked “U.S.S. Exhibit B.“) 

Mr. LONG. Mr. President, a point of order. 

The PRESIDING OFFICER. The Senator from Louisiana 
will state it. 

Mr. LONG. Could not those documents, instead of being 
printed in the record, be printed as exhibits, as Senate 
documents, to save expense? 

The PRESIDING OFFICER. That is a matter for the 
Senate to determine, if it desires them printed as Senate 
documents. 

Mr. LONG. It seems to me quite important to have before 
us the nature of the work, to see just what the receiver did. 

The PRESIDING OFFICER. The Chair will entertain a 
motion as to what disposition shall be made of them. 

Mr. LONG. I move that they be printed as Senate docu- 
ments. 

Mr. KING. Mr. President, a parliamentary inquiry. 

The PRESIDING OFFICER. ‘The Senator will state it. 

Mr. KING. If I may be permitted to state it without 
writing it, ought not the wishes of counsel for the respective 
parties to be considered in determining that question? 

The PRESIDING OFFICER, Counsel for the respondent 
said he did not care to have these reports made a part of 
the record. 

Mr. LINFORTH. Mr. President, I have no desire in the 
matter, if it is the desire of the Senate to have them printed. 


The clerk will 
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My suggestion was to try to adopt a short course to save the 
expense of having them printed. If the Senators desire 
them printed 

Mr. LONG. I withdraw my point. 

The PRESIDING OFFICER. The Senator withdraws his 
motion. -You may proceed. 

By Mr. LINFORTH: 

Q. The report of the receiver on claims embraces 102 
printed pages, does it not?—A. Yes. 

Mr. LINFORTH. For the purpose of avoiding printing 
the matter in the record, I should like it to appear that it 
has an index or table of contents which, if I read it, will 
point to the contents of the paper, and may save the neces- 
sity of printing it in the record. It is headed: 


CONTENTS 


Introductory matter 
Exhibit E (recapitulation of equities) - 
Exhibit F (location of securities) 
Exhibit G (original claims) Es 
Exhibit H (statement of “A” claims) — 
Exhibit I (statement of B-1 claims) 
Exhibit J (statement of “B” claims) 
Classification of claims 44444„„„ 
Method of settlement: «ĩ„„4“„4“ 
Form of statement discussed— „„ 
What the claims involve — 
Tracing securities 
Cost of tracing generally —— 
Business of Russell-Colvin & Co 
Method of determining facts 
Principles of law 

General statement 

“Grain in the bin” doctrine 

GCantribution <42-- oe x e e 

Rule of In re Green =. <2 =. +--+ -- == 


Effect. of no-margin agreements___-.--_--------------- 24 
Interest and dividends— 26 
Short Bo oe eo ee nee eee eee 26 
Securities in safe-keeping._--.-------.---------------- 27 
Lending accounts =r 28 
Investment Trust shares 29 
Assessment of costs 30 
Valuation and sale of securities 32 
Equitable manner of distribution 33 
List of all claims filed in response to court order 36 


List of claims to securities not in my on to which I 
have consented to delivery or transfer, as authorized by 


M.. ᷑— E 65 
List of claims to securities which have been satisfied__.----- 67 
List of claims of secured creditors (banks and brokers) 

which have been satisfied_.........--.-----.------------+ 71 


List of claims to securities classified as A“ claims 72 
List of claims to securities classified as B-1 claims. 


List of claims to securities classified as “B” claims 79 
List of claims of general creditors having priority or security- 86 
List of claims of general creditors——— - 89 
List of claims recommended to be rejected 95 
List of claims referred to the special master 96 
List of claims which were restated in accordance with affi- 
davits filed therewith in exhibit. G- ae 97 
In conclusion_..------..---~~.--.-.--- - <a enn nna enen 98 


Then, on the next page, follow two lists of authorities 
cited. 

By Mr. LINFORTH: 

Q. Did your report deal with the subjects referred to in 
the title to which I have called your attention?—A. It did. 

Mr. Manager SUMNERS. Will counsel for the respondent 
permit an interruption? 

Mr. LINFORTH. Certainly. 

Mr. Manager SUMNERS. I desire to suggest to counsel 
for the respondent that on page 499 of the hearings before 
the special committee in San Francisco the document to 
which the gentleman is making reference appears to have 
been printed in full; and for the convenience of the Senate 
it might be suggested that if it is desired resort may be had 
to this document without the necessity for printing it. 

Mr. LINFORTH. ‘There is no objection to that so far as 
the respondent is concerned. 

The PRESIDING OFFICER. Very well. 

By Mr. LINFORTH: 

Q. Mr. Erskine, this general report and account of Mr. 
Hunter embraces 49 pages?—A. Yes; 49. 
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Q. And has a list of the subjects under discussion on the 
first 244 pages thereof, does it not?—A. Yes. 

Mr, LINFORTH. May I inquire of the honorable Man- 
ager of the House, Mr. Sumyers, whether this paper to 
which he has referred is also printed in the record? 

Mr. Manager SUMNERS. I am quite sure it is. If coun- 
sel will indicate the title of the paper, I will verify that. 

Mr. LINFORTH. The paper is entitled “General Report 
and Account of H. B. Hunter, Receiver in Equity in Russell- 
Colvin & Co.” 

Mr. Manager SUMNERS. I am sure it is. Ican give com- 
plete assurance in just a moment. Is it First General Report, 
may I ask counsel? 

Mr. LINFORTH. It is not designated as “First”. It is 
designated as “ General Report and Account.” My informa- 
2n will not enable me to answer as to whether it is the 

Mr. Manager BROWNING. The first General Report and 
Account, and report of the cash receipts and disbursements, 
is on page 419. The first report of Hunter on claims is on 
page 458. : : 

Mr. Manager SUMNERS. I think I can give counsel 
assurance, if I may, that the document 4 incorporated in 
the volume of exhibits. 

Mr. Manager BROWNING. I am sure it is. 

Mr. LINFORTH. Upon the assurance of counsel that it 
is also contained in that record, it is unnecessary further at 
this time to refer to it. 

Mr. President, may I inquire whether this is a convenient 
time for an adjournment? 

Mr. McKELLAR. Mr. President, before an adjournment 
is taken, I should like to have two interrogatories propounded, 
so that the record will show them. 

The PRESIDING OFFICER. The Senator from Tennes- 
see propounds two interrogatories, which will be read. 

The legislative clerk read as follows: 

Q. How were the fees your firm received from the receivership of 
Russell-Colvin & Co. divided between the members of your firm? 
How much did Mr. Short get, and how much did each of the 
others get? 

The WITNESS. The fee was divided in half. Mr. Short 
received one half, and our firm received the other half, and 
it went into the cash receipts of the firm, and was divided 
in accordance with the partnership articles between myself 
and my brother. I received 60 percent of it, and he re- 
ceived 40 percent of it. 

Q. How many suits were brought by your firm for the receiver? 
What was the aggregate amount received in all suits? 

The WITNESS. I could not answer that last question 
without reference to the records. I am not familiar enough 
with that particular phase of it. 

Mr. McKELLAR. Without writing the question, may I 
be permitted to ask the witness whether he will get that 
information? 

The PRESIDING OFFICER. Is it possible for the wit- 
ness to get that information and furnish it to the Senate? 

The WITNESS. Yes. 

Mr. McKELLAR. That will be entirely satisfactory. 

Mr. LINFORTH. Mr. President, I may add that Mr. Short 
is here, and he no doubt will have full information on that 
subject. 

The PRESIDING OFFICER. So long as the information 
comes from some witness, I take it that it will be satisfac- 
tory to the Senator. 

Mr. McKELLAR. We will let the witness take his own 
course about it. 

The PRESIDING OFFICER. Whether or not the Senate 
shall proceed further in the consideration of the case re- 
mains with the Senate to determine. Do counsel desire to 
have an adjournment at this time for some reason? 

Mr. LINFORTH. I would appreciate very much an ad- 
journment, Mr. President and Senators. 

EXHIBITS ADMITTED IN EVIDENCE 

The documents this day admitted in evidence, marked, 

respectively, U.S. S. Exhibit 40 to “U.S.S. Exhibit 53”, 
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both inclusive, with the exception of “U.S.S. Exhibit 49” 
and “U.S.S. Exhibit 50”, which were not ordered printed, 
are as follows: 

US.S. Exum 40 


In THE SOUTHERN DIVISION OF THE UNITED STATES District COURT 
FOR THE NORTHERN DISTRICT OF CALIFORNIA 


AMERICAN CAN CO., A CORPORATION, PLAINTIFF, U. GOLDEN STATE ASPAR- 
AGUS CO., A CORPORATION, DEFENDANT. IN EQUITY NO. 2683-K 
Petition of receiver for authority to employ counsel 
To the Honorable the Judge of the United States District Court in 
and for the Northern District of California, Southern Division: 

The petition of George N. Edwards respectfully represents to this 
court: 

1. That he is the duly appointed, qualified, and acting receiver in 
equity in the above-entitled matter, having been duly appointed 
and qualified thereunder on the 5th day of September 1930; 

2. That your petitioner finds that his duties as such receiver 
are very complicated and that in managing the property of said 
Golden State Asparagus Co., a corporation, your petitioner is con- 
stantly confronted with legal questions as to the extent of the 
authority of and the nature of the duties of your petitioner as 
said receiver; 

8. That it also will be necessary to prepare petitions, orders, 
and other legal documents required in the administration of your 
petitioner’s office and to do such things as are necessary to the 
end that your petitioner shall have proper legal advice; that 
because of the legal questions involved it is imperative that your 
petitioner be allowed to employ counsel to represent him in the 
discharge of his duties as said receiver; 

4. That your petitioner purposes, upon the granting of this 
petition, to employ Messrs. Dinkelspiel & Dinkelspiel, attorneys at 
law of the city and county of San Francisco, State of California, 
as counsel, who have agreed to accept as compensation for any 
services rendered to your receiver such amount of money as may 
be allowed therefor by this court. 

Wherefore said receiver prays that he be authorized and directed 
to employ said firm of attorneys as his counsel at the expense of 
said estate. 

Dated September 8, 1930. 

Gro. N. Enpwarps, Receiver. 


UNITED STATES oF America, STATE OF CALIFORNIA, 
City and County of San Francisco, ss: 
George N. Edwards, being first duly sworn, deposes and says: 
That he is the petitioner named in the foregoing petition; that he 
makes solemn oath that the facts contained in the foregoing peti- 
tion are true, except as to the matters which are therein stated 
on his information or belief, and as to those matters he believes it 
to be true. 
GEORGE N. EDWARDS. 


Subscribed and sworn to before me this 8th day of September 
1930. 
Amy B. TOWNSEND, 
Notary Public in and for the City and County of 
San Francisco, State of California, 


USS. Exkrnrr 41 

IN THE District COURT oF THE UNITED STATES IN AND FOR THE 

NORTHERN DISTRICT OF CALIFORNIA, SOUTHERN DIVISION 
AMERICAN CAN CO., A CORPORATION, PLAINTIFF, v. GOLDEN STATE ASPARA- 
GUS CO., A CORPORATION, DEFENDANT. IN EQUITY, NO. 2683-L 
Order approving and affirming first report and account of receiver 
and ordering compensation paid to receiver, attorneys for re- 

ceiver, attorneys for plaintiff, and attorneys for defendant 
The first report and account of George N. Edwards, receiver in 
equity of Golden State Asparagus Co., defendant above named, 


- and the petition of Messrs, Dinkelspiel & Dinkelspiel, attorneys 


for said George N. Edwards, for compensation, and the petition of 
Chickering & Gregory, attorneys for plaintiff above named, for 
compensation for services rendered to said receiver, and the peti- 
tion of Messrs. & Cushing, attorneys for defendant above 
named, for compensation for services rendered to said receiver, 
having come on for hearing this 26th day of March 1932, 

And it appearing that notice was given to plaintiff and defend- 
ant and to all creditors of Golden State Asparagus Co., in accord- 
ance with the order fixing time and place for the hearing of the 
aforesaid petition, and after the introduction of evidence, both 
oral and documentary, concerning said petitions heretofore re- 
ferred to, and good cause appearing therefor, 

It is hereby ordered, adjudged, and decreed that the first ac- 
count and report of the receiver be, and the same is hereby, 
approved and affirmed, and that the petition of the receiver for 
compensation is hereby granted in the sum of $14,000 on account, 
of which sum $9,000 has up to and including the 5th day of 
September 1932 been advanced in monthly salary and is hereby 
deducted from the total of said $14,000 allowed; and 

It is further ordered, adjudged, and decreed that the petition 
of Messrs, Dinkelspiel & Dinkelspiel, attorneys for said receiver, 
for compensation for services rendered to said receiver is hereby 
granted in the sum of $14,000 on account. 

Dated April 1, 1932. 

HAROLD LOUDERBACK, 
Judge of the United States District Court. 
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No. 02109 
HOTEL FAIRMONT 
SAN FRANCISCO 
REGISTRATION CARD 
Date, September 21, 1929_..._._--__-__....-.-..-. Acct. No. 5848 
Name, Sam Leake . Room 26 
GPO, . CORON C oo eee eanoone: — Rate $3.00 
City and: State; OiR enee a eaS —. Clerk W. 


e 


Notice to guests: This hotel keeps a fireproof safe and will not 
be responsible for money, jewelry, documents, or other articles of 
unusual value, and small compass unless placed therein. 

Chg. Sam Leake, room 679. 


USS. EXHIBIT 43 


The Fairmont Hotel, San Francisco, Calif. Sam Leake. Room 26. Rate, $90 
Forward to account no. 2595] 


[Account no. 2566. Previous account no. 538R. 


BRERBARB 
4444488 


The Fairmont Hotel, San Francisco, Calif. Sam Leake, Room 26. Rate, $75 
[Account no. 2595. Previous account no. 2565. Forward to account no. 2849] 
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The Fairmont Hotel, San Francisco, 
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Calif. Sam Leake. Room 26. 


Prancisco, 
[Account no. 587. Previous account no. 


{Account no. 873. Previous account no. 587. Forward to account no. 1144] 
[Account no. 1144. Previous account no. 
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Telephone 
Telophone 


BBRBNS 


R 
ere 


ye Heats Bio 


Fee. 
111. 42 Fee. 25 
Fee 40 
118. 11 Fee.25 
Fee. 40 
Fee. 25 
126.95 Fee 40 
131. 49 Brb. 10.00 
3 x y Fee. 65 
19.08 44428 Fee. 2 
Fee. 25 
Csh. 10. 00 
Dgs. . 35 
150. 07 Brb. 2.00 
Fee . 40 
Fee. 25 
156. 96 Fee. 40 
Fee . 25 
163. 5 Wesel POs al Fee.25 


3652 CONGRESSIONAL RECORD—SENATE May 18 


The Fairmont Hotel, San Francisco, Mr. and Afra. W. S. Leaks. Room 679. | The Fairmont Hotel, Sun Francisco, Calif. Mr. and Mrs. W. S. Leake. Room 679. 
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The Fairmont Hotel, San Francisto, Calif. Mr. and Mrs. W. S. Leake. Room 679. | The Fairmont Hotel, San Francisco, . Mr. and Mrs. W. S. Leake. Room 679. 
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The Fairmont Hotel, San Francisco, Calif. Mr. and Mrs. W. S. Leake. Room 679. | The Fairmont Hotel, San Francisco, Calif. Mr. and Mrs. W. S. Leake. Room 
ge ——— 9 ts 
[Account no. 2247. Previous account no. 1990. Forward to account no. 2521] [Account no. 2521. Previous account no. 2247. Forward to account no. 2815] 
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The Fairmont Hotel, San Francisco, Calif. Mr. and Mrs. W. S. Leake. Room 679. | The Fairmont Hotel, San Frcnciseo, Calif. Mr. and Mrs. W. S. Leake. Room 679. 
Rate, $100—Continued 5 Rate, $100—-Continned j 
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The Fairmont Hotel, San Francisco, Calif. Mr. and Mrs. W. S. Leake. Room 679. | The Fairmont Hotel, San Francisco, Calif. Mr. and Mre. W. S. Leake. Room 679. 
Rate, $100—Continued Rate, 1 - Oontinued 
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Telephone 
Miscella- 
neous 
Telephone 


‘il a ee 


1. 
1. 
1. 
1. 
1. 
1. 
1. 
L 
1 


8 


TETTEIT 


Seer, ` 
SS SSSkRSSSS & SS 8888888 


. 


8 
9 
9 
10 
10 


22. 30 3 -65 
26. 58 4 1 1¹ 
4 1.00 11 
35.16 5 1.00 12 
5 3.00 12 
12 
TE eV 13 
13 
48.99 6 1.00 
53.77 7 1.00 
7 3.00 
7 1,50 
63. 85 8 1.00 
8 E CSE ae kd CS AE (OS 
74.63 9 1.00 
9 2,00 
81, 36 10 Nee eee 
85. 70 11 1. 50 
N ESA 1.00 
92.02 12 r S S a SN ee 
12 00 
99. 35 13 r c 
13 1.00 
105. 93 14 1.00 
14 1. 50 
117. 51 15 1.50 
i $ Recta 1.00 — — 
123.99 16 1,00 
8 P eh eee ee 
132, 07 17 1.00 BOONES E 
%% 
137, 15 18 1. 50 NEE OENE A eS 
18 1.00 143. 33 


3660 CONGRESSIONAL RECORD—SENATE May 18 


The Fairmont Hotel, San Francisco, Calif. Mr. and Mrs. W. S. Leake. Room 679. | The Fairmont Hotel, San Francisco, Calif. Mr. and Mrs. W. S. Leake. Room 679. 
Rate, $100—Continued Rate, $100-—Continued 
[Account no. 3303. Previous account no. 3019. Forward to account no. 205] [Account no. 206. Previous account no. 3303. Forward to account no. 492] 


Restaurant 
‘Telephone 
Miscella- 
neous 
Advances 
Credits 
Balance 
Room 
Restaurant 
Telephone 
Laundry 
Miscella- 
_ neous 
dvances 
Credits 


22 8.20 


K 


p, 
Sasasa sa 


. 


*. m g 
8888 88888888 


n 


Feb. 
22), 48 Seo r T. 
227.55 Mar. £ 
6. 31Cr. TA 
13. 48 Cr. 
9. 01Cr. 
3.22 
1. 04Cr. 48 a 
r Adj. 50. 15 Cr. 14. 55 


1933 CONGRESSIONAL RECORD —SENATE 3661 


The Fairmont Hotel, San Francisco, ds “Mr. and Mrs. W. S. Leake. Room 679. VV Mr. and Mrs. W. S. Leake. Room 679. 
{Account no. 763. erated an Forward to account no. 1048] [Account no. 1048. ee eee yom Forward to account no. 1309] 


Miscella- 
neous 


Miscella- 
neous 
Advances 


Restaurant 


Telephone 
Laundry 


-75 |. . 
1. 50 0.10 Fee. 


-2 |- 
37. 88 
44.00 
52.97 
57.09 
66, 25 
11 
72,82 12 
12 
79. 69 13 
13 


111.85 16 
115. 97 17 
120.79 18 
18 
126. 91 19 
19 
133. 03 2 
20 
20 |. 
140, 75 21 
21 
146. 87 22 
22 
2 
157. 89 23 
162 01 24 
2 


170. 78 25 
175. 00 26 
2 
181. 62 27 
186. 19 2 
2 
193. 75 2 
29 
2 
204. 97 30 
209. 04 $1 
31 


16. 
512.12 


Csh. 500. 00 Cr. 


P 
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The Fairmont Hotel, San Francisco, Calif. Mr. and Mrs. W. 8. Leake. Room 879. | The Feirmoni Hotel, San Francisco, . Mr. and Mrs. W. S. Leake. Room 679. 
Rate, $100—Continned 


[Account no. 1309. Previous account no. 1048. Forward to account no. 1546] 


A 
3525 
EEE 
E 


11, 342. 170r. 


11, 336. 05Cr, 


BRN BBR ER BB 


8888 


he 


g 
285 


ĝi 


— 

as 
22 
RS 


pe 


TE es 


NOG an ~~ cow 
8888 BS RS 
775 


Rate, $1 
[Account no. 1546. Previous account no. 1309. Forward to account no. 1751] 


Telephone 
Miscella- 
neous 


„„ 


e. 
SASKAARS a 


. 


SEBBER RRIRRRKRSRBELS 


1933 CONGRESSIONAL RECORD—SENATE 3663 


The Fairmont Hotel, San Francisco, Calif. Mr. and Mrs. W. S. Leake. Room 679. | The Fairmont Hotel, San Francisco, Calif. Mr. and Mrs. W. S. Leake. Room 67 
Fate, $100.-Continned Bag, #100--Contianed 5 


[Account no. 1751. Previous account no. 1546. Forward to account no. 1988) 


[Account no. 2200. Previous account no. 1988. Forward to account no. 2441] 


y 
Miscella- 


Telephone 
Laundr. 


584. 49Cr. 
peas 576.61 Fr. 15 3.33] 1.90 .] Och. 2.00 | 
401.820 r.O 188.22 
3 the 568. 58 Cr. 16 | 3.33 | 1.90 


1,451.85Cr. 322 
pee st 562. 35Cr. 
1,443.43Cr. 3.22 
1,436.21 Cr. 3.22 554. 27Cr. 
1 547. 4Cr. 
1,279.99Cr. 2 2 rane 
1,270.63Cr. 32 
1,264.51 Cr. r t ß 9 See eed BEE 
1,258.44Cr. ESE ETA ERS tol ato r cc 
1,251.87Cr. Bee ne a EEE pears pers | ny TA seen emcees / / ß RI RE 
1,242.65Cr. ire , ESS OR Rees Eo Sel Ea 
1,235.43Cr. Ar PRG RN ICR Yeas iy Mem P A eS . eee Be eRe! Be: EER See 
1,626.31 Or. E e , ai a bbe Seti) ES Tg” 
1,621.94Cr. 3.22 E 
1.612.520 r. 3.2 
1,605.00Cr. 322 
1,598.03Cr. 3.22 
2 {Account no. 2441. Previous account no. 2200. Forward to account no. 2864] 
1,586.80Cr. 3.22 
1,579.48Cr. 3.22 
1,575.16Cr. 3.22 $660. 88Cr. 
1,568.84Cr. 3.2 354. 510r. 
1,557.720r. 3.22 347. 9Cr. 
1,553.50Cr. 3.22 
pee eI 338. 27Cr. 
1,547.08Cr. 3.22 
9 330, 250 r. 
1.838.960 r. 3.22 323. 030r. 
1,531.74Cr. 3.22 
Eygi 316. 46Cr. 
1,522.72Cr, 3.2 
alae tee 309. 9Cr. 
1,516.50Cr. 2 
8 5 8 303. 7Cr. 
1,310.18Cr. 3.2 
12008007 4 2 207. 65 r. 
. 291, 20 r. 
1,194.17Cr. 3.40 


$1,190.02Cr. 
250. 46Cr. 
T180:15Cr, 244. 39Cr. 
1,206.82Cr. 1 
1,260.59Cr. 228. 60Cr. 
220. 98Cr. 
1,052.91Cr. 214. 96Cr. 
1,046.43Cr. See aur 
201. 270r. 
8 7708. 194. 65Cr. 
186. 58Cr. 
PE USE 179. 36Cr. 


282. 960r. 
275. 74Cr. 


269. 20r. 
264. 900Cr. 


258. 03Cr. 


3664 CONGRESSIONAL RECORD—SENATE May 18 


oe es ey DEE ee ae . Mr. and Mrs. W. S. Leake. Room 679, | The Fairmont Hotel, San Francisco, Calif. Mr. and Mrs. W. S. Leake. Room 679. 
Rate, Rate, $100—Continned 
[Account no. 2441. Previous account no. 2200. Forward to account no. 2664] [Account no. 2883. Previous account no. 2664. Forward to account no. 162} 


Miscella- 


— 


Dec. 
$732.14Cr]| 6 70 
6 245 
6 80 
or. 7 290 
7 1.30 
7 50 
715. 850r. 8 3.00 ET 
Sas 1.90 
2 80 
705.63Cr.| 9 1.70 
isa 8 6 285 
Nov. Bill rendered F145. 08 . x 8 
$145.080r. | 1 6 88 80 78 FTF as fee E 
2 1 
137. 40 r. 33 a 42 
130. 130r. 33 il -50 
12 HS PR Be DDSI 
119. 650r. 12 205 
12 8 
111. 820r. i ii 
104. 74Cr. = 2 — 
14 1.45 
97. 41Cr, 1 — 
14 ‘30 
90. 23Cr. i 75 
25 
81. 450 r. 1 5 
71.7 r. i 205 
x 6 2 
65, 14Cr. 1 ie 
17 2.50 
60. 710r. cd 8 
17 2.10 
12. 880r. y o 
18 5 
18 
3 150r. 
19 175 
0.08 19 2.50 
10 50 
20 60 
17.31 — oo 
u 20 85 
21 275 
30,07 4 £4 
22 245 
37.45 — oo 
2 50 
45.73 2 3.40 
52.61 B 1.25 
2 
80.34 4 
24 
24 
69.52 = 
75. 85 = 
81. 43 — 
26 
89.41 — 
27 
28 
35.74 — 
29 
29 . 1.90 . 10 
43.02 
30 3.22 3.0 | 
gan: — 55 30 
100,00Cr, | . 
Tir. 1.25Cr, | 99.40 283. 8 = REATI ead BOSSE ate ee Ba — 27 
99. 400 r. . 


[Account no. 102. Previous account no. 2883. Forward to account no. 414] 


1930 
$181. 89Cr. 1 40 
1 2.40 
1 -50 
168. 37Cr. 2 -40 
2 210 
2 1.55 
2 . 50 
159, 850r. 3 2.00 
3 2.20 
3 50 
150, 43Cr. 4 1.80 
4 190 
4 50 
142 41 r. 5 2.85 
5 1. 50 
5 1.50 
5 5⁰ Fee . 25 Csh. 600. 00Cr. | 782. 14 


1933 CONGRESSIONAL RECORD —SENATE 3665 


‘The Fairmont Hotel, San Francisco, Calif. Mr. and Mrs. W. S. Leake. Room 679. | The Fairmont Hotel, San Francisco, Calif. Mr. and Mrs. W. S. Leake. Room 679. 
Rate, $100—Continued Rate $100—Continued 


[Account no. 162. Previous account no. 2833. Forward to account no. 414] [Account no. 414. Previous account no. 162. Forward to account no. 677] 


Miscella- 
neous 
Advances 


335. 41Cr. ; 2 De 85 | oe | 


. 69Cr. 


219, 27Cr. 3 IE EEA CELS AA TEE 
: : Fes. 25 


210. 45Cr 


195. 980r. 


127, 91 r. : 5 
132, 89Cr. - TE LU OPE A T OESE E AETA ees 


124. 42Cr. 


114.26Cr.| 28 3. j : Dgs. 2 FS Bes 


108. 44Cr. i0 d. I. A 3 263. 
97.67Cr.| 30 85 


90. 45Cr. 


2 


ppp po 
S93 


pe popopo po po 
288888 


3666 . CONGRESSIONAL RECORD—SENATE May 18 


The Fairmont Hotel, San Francisco, . Mr. and Mrs. W. S. Leake. Room 679, Sa SINE, ae Tena Oe, Mr. and Mrs. W. S. Leake. Room 679. 
— Rate, #1 
{Account no. 974. Previous account no. 677. Forward to account no. 1252] [Account no. 1262. Previous account no. $74. Forward to account no. 1562] 


Restaurant 

Telephone 

Miscella- 
neous 


Credits 
Balance 


3 


m., . r W, p 
8 BIR 


E. 
SSASRARKRARAKHKS 


re, 


1931 
June Bill rendered $885. 31 
$885. 31Cr. 1 83.33 2. 20 S de ene = 
12 8 W ee 
e 675. 18 
675. 180r. 213826 SI 2c S . ee 
2 0 ARLS 1 7 
668. 700r. 3 ne — — 
3 Bonet T 
be fh RRR 557. 23 
557. 220r. ? 38.33 1.85 oe r WE | 
549. 090r. : 
541. 960r. ~ 
529. 10Cr. 8 
8 
521. 970r. : 
515. 39Cr. a 
509. 310r. u 
508. 130r. 12 
12 
496. 600r. 13 
491. 170r. H 
486. 19Cr. x 
478. 910r. — 
471.63 0Cr. 17 
17 
1 


460. 100 r. 18 | 3.33 1. 75 
18 . .. 2.45 
451. 920 r. 19 2.90 
155. 720r. è 19 . . 1.50 
151. 00Cr. 00 1 $92. 54Cr. 20 | 3.33 | 1.60 
20 }.-..-| .75 
144. 180r. 386. 510r. 21 | 3.33 | 3.20 
85]. 2 1. 10 
138 160r. 878. 780 r. 22 3.33 2.50 
à -30 Osh. 50.00 8i. 22 |.----| 1.65 

81. 890r. 
— 369. 350 r. 23 | 3.33 1.60 
73. 570r. 1. -25 2 — 2.15 
861. 17Cr. 24 | 3.33 2.45 
1 1.65 
506. 00 Or. 3.33 | 1.15 
E Raat 1.10 
498. 610r. 3.33 | 1.40 


E 
Í os 
& 
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The Fairmont Hotel, San Francisco, Mr. and Mrs. W. S. Leake. Room 679. 
Fan, r Coins 


1933 


CONGRESSIONAL RECORD—SENATE 


Mr. and Mrs. W. S. Leake. Room 679. 


tinued 
[Account no. 1562. Previous account no, 1242. Forward to account no. 1853] 


81 


The Fairmont Hotel, San Francisco, 


[Account no. 1853. Previous account no. 1562. Forward to account no. 2149] 


snoou 
ue s 


snoon 
Sros 


8 


by 
2 
— 


— — 


B rie 
BAAT 
= RA 


RAAKRAA 


gs 


2 2 8 8 


Fafa au 


K NNA 


a-------| 131, 03 


RR 


RAARRAR 8888 


i 


RRZRARR 


5 


88 


"e 


888888 
E 


sh. 8300.00 Cr. 815, 31 


2 


—— — 


May 18 


Mr. and Mrs. W. S. Leake. Room 679. 


CONGRESSIONAL RECORD—SENATE 


3668 


sovuva py 


snoon 
-U1190S} JY 


Kipunvy 


$100—Continned 
[Account no. 2457. Previous account no. 2149. Forward to account no. 2762) 


ouoydaə r, 


UvING sayy 747 . 2 mors 2 è E aah ey bor iara aM 


EE beagle Se al Se 


The Fairmont Hotel, San Francisco, Calif. 


388. 740r. 


— eT Fs 


grioau 
-SlLL@0ST 


Ipune 


euoqderey, 


Rate, $i 


[Account no. 2149. Previous account no. 1853. Forward to account no. 2457] 


quBinejsoy 


woo! 


2457. Previous account no. 2149. Forward to account no. 2762) 


[Account no. 


The Fairmont Hotel, San Francisco, Calif. Mr. and Mrs. W. 8. Leake. Room 679. 


1933 CONGRESSIONAL RECORD—SENATE 3669 


The Fairmont Hotel, San Francisco, Calif. Mr. and Mrs. W. S. Leake. Room 679. | The Fairmont Hotel, San Francisco, Calif. Mr. and Mrs. W. S. Leake. Room 679. 
85 2 —— Rate, $100—Continued 
{Account no. 2762. Previous account no. 2457. Forward to account no. 3067] [Account no. 3067. Previous account no. 2762. Forward to account no. 3371] 


Miscella- 
neous 
Restaurant 
Telephone 
Miscella- 
neous 


Advances 
Credits 
Balance 


saat | 
64 Nov. 

228 14628 225.72 
8 295. 72 1 35 229.05 
A heip ees 229. 05 9 333 232.38 
Bagh 232. 38 10 | 3.33 235. 71 
5 — 235.71 11 3.33 239. 04 
ae 239.04 12 13 242. 37 
. Paa 242 37 13 | 3.33 245. 70 
fe 245.70 14 2.33 349. 03 
40 319.03 15 | 3.33 352.38 
2 es 352. 38 16 | 3.33 155. 69 
3 158.69 17 4 109. 02 
ä 109. 02 18 | 3.33 | 112, 35 
8 2 112.35 19 | 3.33 115. 68 
4 115. 63 20 3.33 119. 11 
: 119. 11 21 | 3.33 5 
322. 54 2 23 87 
ee 325. 87 23 3.33 2 
129.20 24 3.33 — 

—— 132. 53 25 | 3.33 

135. 86 % | 3.33 

139. 19 2 2 

14.61 2 3. 

——— 147. 94 9 3.33 

151.27 30 | 3.43 
A The Fairmont Hotel, San Francisco, Calif. W. S. Leake. Room 679. Rate, $100 


[Account no. 3371. Previous account no. 3067. Forward to account no. 175} 


x 


NN 
5 
3 
8 


F Dec. $156. 11 
-25 94.23 | $156.11 1 161. 63 
A 161. 63 2| 3.22 164. 85 
. 164.85 3 168, 07 
75 86.01 | 168.07 UR Ss ESA Be GSA aces er RE 8 eee Seis Epos 

„ 271. 51 
2 79.09 271.51 5! 271.73 

[Set ich A pees eats 274.73 9 3.22 277.95 
2 72.77 277.05 7 3.22 231.27 
„FFF ( 281.27 8 3.22 284. 49 
. 234. 40 9 3.22 287. 71 

25 287.71 10 3.22 290. 93 

2 200. 93 11142 204. 33 

2 294. 33 12 3.2 |. 297. 65 

2 207. 65 pW EEA BEREN TST BP (Eee Peal SSS ESE 300.97 
N 75 20 57 14 | 3. 22 95.81 
2 95.81Cr.| 15 3.22 202. 40 

— — 1. 292.40 Cr. 10 | 3.22 289.27 
Bei Separated — Rene 1,239.27Cr.| 17 | 3.22 286. 05 
(ral BS — 11.63 1,288.05 Cr. 18 | 3.22 282. 83 
33 1 Cr. 19 3.22 279.61 
+25 |. 1,979.610r,| 42 i 276. 39 

— OOE 422 DIERO eee. 273.17 
— LULU I. E 260. 95 
8 1.29. 0. 2 | 822 . E F 
1.206. 0 r. 1 I ee 313.51 

ESTE Ta A ES T 2 Sh ee e 410. 29 
ß 407.07 
De 403. 85 

ro Feo ES A eg aa RS E epee Mea VA 400. 63 

1,400.63Cr.| 2 3.22 || 372.41 

ier B88 an No . 369, 19 

1,369.1 ETE DOR (RS Bel a Fae Nd ee 315. 79 


. 175. Previous account no. 3371. Forward to account no. 471) 


1,315.79 

22 — 1.197. 47 

AA ENN E Fad nee ee ved — 1.194. 25 

TTT if ~-|1, 191. 03 
3.22 . 3. — 1.188. 


885 
SUSE 


3.22 
S E R, A A E STOE AS r A 
020. 93 
3.22 017.71 
3. 22 964, 49 
3.22 961, 27 
3. 22 958. 05 
3.2 454.73 
3.2 451.51 
3.22 446. 54 
3.22 443, 32 
3. 22 390. 00 
3.22 386. 78 


SSLRSHLVASRRSS 
anner 


is 1eesgeeRsasrege RRB SERS 
Be 883888 — 8883 5 EPEE 


| ou 


„ £100—Con, 


May 18 
Forward to account no. 1360.) 


The Fairmont Hotel, San Franctsco, Calif. W. S. Leake. Room 679, Rate 
Forward to account no. 1682] 


snoou 
-B [9981 WT 


Aipune'y 
suoqdoay, 


Previous account no. 781. 


A ANNANN NNNANNANNNANNNANNNNNA RAS 


RABRBRRARBRRBRARRBRBRe 


no. 1662. Previous sccount no. 1360. Forward to account no. 1955] 


[Account no. 1360. Previous account no. 1061. 


8 05 06 05 of od od eg 06 od ob od od od 0d od od ed ob nd 00 ob od od ed od oo od ed 88e e e ee eg e eee ee eg el eg eg ed ee e e odes et 
8 gs OM OOM RAS AIAAARSSSARANRARRNARS Ba eee SMSAABARARRARANKARKRAR RSH 
VVT s ge cau Sasecesegeg ses 
a ; X 

BS CERET e888 EEE EEEE EN EE kR EE Ae 


* SSA SS ZAS NSS S SSS SAS SSG 3 58888 888 88882 
ATELE EEE E ai BESGRR | 


CONGRESSIONAL RECORD—SENATE 
W. S. Leake. Room 679. Rate, $100—Con. 


[Account no. 175. Previous account no. 3371. Forward to account no. 471] 


snoou 
eos f 


A wund 


ouod 


uumessen 


Previous account no. 175. Forward to account no. 761) 
Previous account no. 471. Ferward to account no. 1061) 


+ $FI555 FFTFISIFIIIIS 


AAHAN NANNANNNGS 
of ed od ed od ed eg 06 od od od of es eg o o od od od 0 


geen edidi 


Ts A DDH A Geen Peas EEO bre 


woy 


4 
m 


[Account no. 761. 


247.34Cr. 
[Account no. 471. 


The Fairmont Hotel, Sen Francisco, Calif. 


8 88382 eaters 92888288882 28 8888888888 gasss 28 E SgS SS 8 225 
8 JAARS A 3 EPE EPERE NEER EEN a 88888888 85833 33 8 sez ZÁ b REAS 


3671 


10 |- 


3 


-85 
85 
«85 


17 | 3.33 1.10 


ARRSARRE ARS 


[Account no. 2467. Previous account no. 2246. Forward to account no. 2807 


{Account no. 2697. Previous account no. 2467. Forward to account no. 2924] 


The Fairmont Hotel, San Francisco, Calif. W. S. Leake, Room 679. Rate, $100—Con. 


Ssssssasssessesesgsasn 
SSA EEEEEE LLLI 


58. 86 
65.39 


2 
88 


a 
85 
i 


„3 


Bill rendered |..............-| $61. 03 


10 |... 


2 


[Account no. 2924. Previous account no. 2697. Forward to account no. 3138] 


aN A ANANANNANANR ARARNAR 
os e es eos es es es es nd es ed es ec es os og os eg es es es od ed 
2 ANAARNARS A 
ease 68 
SRSSSSRRESEER 88 
88882288 8888 85 


SSESBRASSSSRLSRVBA 
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os eg od od oS od ed od 


SSS ese sSSBS N88 


Sent “SSSRARRERARRR 


[Account no. 1662. Previous account no. 1360. Forward to account no. 1955) 
[Account no. 1955. Previous account no. 1662. Forward to account no. 2246] 


The Fairmont Hotel, San Francisco, Calif. W. 8. Leake. Room679. Rate, $100—Con. 


1933 


10 


RR 


1 


RARRRRS 


[Account no. 2246. Previous account No. 1955. Forward to account no. 2467] 


a ARAANAA ARARARAARS 288885 
os eg og es ed es ed ses os os es ed od od od ed eg od eg od od od od od od os es es es es es es es od ed Shot es od od od 
RARKARS 75 SAA T 
E 83 
EEEE au Shee 888888883888 88888882 5 888885 
8888288 Aa RRAN eee ene Res 
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— 


ISSRSEKSSS i 2538 
ASA AA isa 1 | i 


Brb. .75 


go 
N 


FF! Eel ES OSE .. 


B EGEEGEGEE GEGGEESEG BEBB BEG 
y Saidid diddi eee ededed odoi 


88 ee A828 8828 RANN KAAN 
. 


8 zr 
a 


— 


S seessss 28888 8888 2893 888 
2 ASA e he ene kidd 88s gaja a d 


The Fairmont Hotel, San Francisco, Calif, W.S. Leake. Room 679. Rate, $100— Con, 
[Account no. 158. Previous account no. 3138. Forward to account no. 3881 


NAA 
cdot es ed od od od eg ob ed ed 


REEE ens 
BERSS 


Ssdsandes"senad 


Sagas 


Csh. 50. 00Cr. 


Ceb. 5.00 


(SRRSSZRSSRSRSSS 1888 RAR 
L 


2 SSA 8 8 3888888 


BBRRRRB 


pov Ree See SE ahs Be 


snoou 
s 


10 |-.- 


ie e e ene 


i E 
NANA N A 
wo e of 
2 + 
- — 


1 * t- 


224 27 05 SS ES RES 22 28 Sees S$ 
a8 2.8 edske -ga 


2 
— 
ARARANARA 
es ed of es es eg os od c 


[Account no. 3138. Previous account no. 2924. Forward to account no. 153] 


[Account no. 2924. Previous account no. 2697. Forward to account no. 3138] 


ado 


gz 
ASA 


The Fairmont Hotel, San Francisco, Calif. W. S. Leake. Room 679. Rate, $100—Con. 


{Account no. 158. Previous account no. 3138. Forward to account no. 338) 


SHAKES | 


a ARAARA 
i oS e ob od od od 


— Antoon 


8 88888 8 


SRARSE Sassen 


-|Csh.$100.00Cr. 


NARKAAN 
eó eg ot od 68 od od 


8 


gs 
282 S35 


AAAANAANAH 
eg eg eg ed ed eg of od od 0 


RESAARANNA 
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The Fairmont Hotel, San Francisco, Calif. W. S. Leake. Room679, Rate, $100—Con. | Fairmont Hotel—Daily record of long-distance calls Thursday, 
Account no, 883. Previous account no, 600, Forward to account no. 1050! 


Miscella- 
neous 

Advances 

Credits 


$0. 77 8 83.33 $34. 20 
64. 20 9 | 3.33 67. 53 
67. 53 10 | 3.33 70, 96 
70.96 11 | 3,33 74.39 
74.39 12 | 3.33 77.92 
77.92 13 | 3.33 81.25 
81. 25 14 | 3.33 |. 84. 88 
84.88 15 | 3.33 88. 31 
88. 31 16 | 3.33 91. 64 
91, 64 17 | 3.33 95. 17 
95.17 E NE G: a A.. EA S SES O een lee 

98. 85 
98. 85 19 | 3.33 102. 18 

102. 18 20 3.33 . 
105, 81 21 | 3,33 
109. 24 22 | 3.33 
113. 07 23 | 3.33 
116, 50 24 | 3.33 | 
121.23 25 | 3.33 
125, 01 26 | 3.33 
128, 89 27 | 3.33 
132, 87 — 3.33 
137.10 29 | 3.33 

4 
2 
142. 83 80 3. 43 
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Fairmont Hotel Daily record of long-distance calls Tuesday, 
Mar. 11, 1930 


288888 


8. 
g 


11. 00 


Fairmont Hotel—Daily record of long-distance calls Thursday, 
Mar, 13, 1930 


ls. 
Dickey.....-......| Wicker- 
sham. 


Mar, 13, 1930—Continued 


Tele- 
phone 
Place com- | on, 

charg 

e 

322 Woodside Da. 

307 Los Angeles. Da. 

622 San Mateo $0. 15 

s Mute... 172. 3 15 

£90 Palo Alto 25 

SPA | Bioreyn seh See E 8 30 

681 Burlingame . 15 

483 Mill Valley 10 

283 San Rafael 25 

679 W. de. 2 

246 Willows (Mr. |! 1.90 

Lucas). 

394 ee. Da. 

583 Goldberg. 000 Stockton 2 
303 pay ON 3.85 | 4. 10 


14.85 | 18.10 | $0.19 
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Payments on Judge Louderback’s account—room 26 


1929 
J 8 Beh Eas are E i OSA BORE S $27. 87 
| SpA See Beet SE Dh ional f Spent A E ROSES 50. 09 
SNR EE A ̃⅛— Tr:... ̃jĩͤ ß... PAL ASE 31.27 
PCC ( a enS orm AE N S E EE E AE NO es 82. 68 

1930 
ORT Mi EEE 80.17 
JJ A E AA ee Sa tas A Te aA 81.01 
r c ene 81.72 
Ye ROS Se Sy ops Set Ropar tyre, EAH ek pare, E dt EE Ck SS eee ~ 80.47 
May 2 (10; CHECK LLL TA) occ pees omm smn 88. 38 
Jane // Se eis EES Ser ae Ripa ies Ae SS 87. 64 
a r 62. 82 
Aug. 1 (Lo. 111-12) 82. 11 
Sept. 4 (Lo. 11-1712) 99. 63 
S D A eh A SAA A E S A E A TR AE A E a A 87.77 
a, d E A E E ee - 90.11 
Dec. 5 (Lo. 11-1-14) ——— LR Bs BL Se TUR Le ae 2 95.33 


Aug. 3 (Lo. 111-12) 
Sept. 1 (Lo. 11-1-12) 
Oct. 2 (Lo. 11-1) 
Mar. 5 (cash) 
Dec. 2 (Lo. 11-1) 


cr ila SI fp pee Nae AERE Dargie eh span aE CY Sy ARID UN ROVER 
Feb. 2 (Lo. 11-1)... 
Mar. 1 (Lo. 11-1) 
Apr. 2 (Lo. 11-1) — 
ß ew ea 
DUO (CABG oe ace y a boats aaa 
July 5 (Lo. 11-16) 
ytd GG Fe Sa CS D PEARS Pk ae Weep e se opt essa et peer oe wey sn einen = 
„EEE PaaS vem ney pues Oe aap CES, 


[ay aie: Web a ais b OS E VEETASE a 
WOW. DN (le DIE) os Scere ea ES E S ate R 
po Rat DN O TAR S Cs Y VERSE y rey tee een arc repre ou 
1933 
r etre sie a ete S 80.95 
Web. 8 (Cash AA a FTT 75. 30 
Mar, 4 (L0. 11 „% esa A ML PO Seis atta ee at al 77. 90 
ee e ee omnes 78. 50 
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BEFORE THE INDUSTRIAL ACCIDENT COMMISSION OF THE STATE OF 
CALIFORNIA. CLAIM No, 32249 
MRS. HELEN LAY, APPLICANT, v. BOS CONSTRUCTION CO. AND LUM- 
BERMEN’S RECIPROCAL ASSOCIATION, DEFENDANTS, CERTIFICATION 
I, J. S. Thomas, assistant secretary of the Industrial Accident 
Commission of the State of California, hereby certify that the 
attached are full, true, and correct copies of application for ad- 
justment of claim filed July 24, 1930; findings and award, filed 
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July 28, 1930; petition for rehearing by Bos Construction Co., 
defendant in the above-entitled matter, filed August 5, 1930; and 
order granting petition for rehearing of defendant Bos Construc- 
tion Co. filed August 8, 1930, in the offices of the Industrial Acci- 
dent Commission in the above-entitled case. 

Attest my hand and seal of the Industrial Accident Commission 
of the State of California. 

J. S. THOMAS, 
Assistant Secretary. 
Dated at San Francisco, Calif., this 8th day of May 1933. 


(Form No. 34) 
STATE OF CALIFORNIA, DEPARTMENT OF INDUSTRIAL RELATIONS, INDUS- 
TRIAL ACCIDENT COMMISSION 


Filed July 24, 1930, by H. L. White, secretary. 
(A. E.) 
APPLICATION FOR ADJUSTMENT OF CLAIM 
Claim No. 32249 


Mrs. Helen Lay, 803 Devisadero Street, San Francisco, applicant, 
v. Bos Construction Co. and Lumberman’s Reciprocal Association, 
defendant, 1912 East Twenty-sixth Street, Oakland, Calif.; 206 
Sansome Street, San Francisco. 

1. On July 18, 1930, Golden B. Lay, while employed as struc- 
tural-iron worker—laborer, at San Francisco, Calif., by Bos Con- 
struction Co., sustained injury arising out of and in the course 
of the employment, said injury being received in the following 
manner: Fell from building. 

2. The parts of the body injured and subsequent results are: 


Fatal. 

3. Employer's insurance carrier was Lumberman's Reciprocal Ex- 
change. 

4. Injured left work on same day, 193, and disability continued 
to 1 


5. Last payment of indemnity 8 , 193—; last medi- 


— 


6. Medical or surgical treatment has been rendered 

7. Age of employee was 23 and the wage $11 per day, working 
5 days per week. 

TO BE USED IN DEATH CASES ONLY 

8. It is claimed that the deceased left the following-named de- 
pendent: Name, Helen Lay; age, 23; relationship, wife; address, 
803 Devisadero Street, San Francisco. 

9. A question has arisen with respect to the liability of the em- 
ployer or insurance carrier, and the general nature of the claim in 
controverny is: Question of dependency, 

Wherefore it is requested that a time and place be fixed for 
hearing and notice given, and that an order or award be made 
granting such relief as the party or parties may be entitled to. 

Mrs. HELEN Lay, 
803 Devisadero Street, 
San Francisco. 
Dated at San Francisco, Calif., this 24th day of July 1930. 


BEFORE THE INDUSTRIAL ACCIDENT COMMISSION OF THE STATE OF 
CALIFORNIA, CLAIM No. 32249 


MRS. HELEN LAY, APPLICANT, V. BOS CONSTRUCTION CO, AND LUMBER- 
MENS RECIPROCAL ASSOCIATION, DEFENDANTS. FINDINGS AND AWARD 
FILED JULY 28, 1930 
Applicant’s representative: Charles F. Zerbe. 

Defendants’ attorneys: Bronson, Bronson & Slaven, appearing by 
Roy A. Bronson. 

An application for adjustment of claim for compensation havy- 
ing been filed herein, and all parties having appeared, and the 
matter having been regularly heard before Frank J. Burke, referee, 
and submitted for decision, said referee now makes his findings 
and award as follows: 


FINDINGS OF FACT 


1. Golden B. Lay, the employee, since deceased, while employed 
as a structural-iron workers at San Francisco, Calif., by Bos Con- 
struction- Co., on July 18, 1930, sustained injury, occurring in the 
course of and arising out of his employment as follows: Fell from 
a building, sustaining injuries resulting in almost instant death. 
At said time said employer’s insurance carrier was Lumbermen's 
Reciprocal Association, and all parties were then subject to the 
provisions of the Workmen's Compensation, Insurance, and Safety 
Act of 1917. é 

2. The employee left surviving him, wholly dependent, Mrs. 
Helen Lay, who is entitled to a death benefit of $5,000, payable at 
the rate of $25 a week, together with an award for $150 burial 
expense, payable directly to Halsted-Diercks & Co. Said payments 
are based upon earnings of $11 a day for employment 5 days a 
week. No payments have been made thereon. ’ 

8. The applicant herein has requested that the entire death 
benefit be commuted without interest and made payable forth- 
with, and it is the opinion of this commission that it is for the 
best interests of said applicant that the entire death benefit be 
commuted in the sum of $5,000 and made payable forthwith. 

AWARD 

Award is made in favor of Mrs. Helen Lay, the applicant, against 
Lumbermen's Reciprocal Association of a death benefit and burial 
expense in the total sum of $5,150, payable as follows: 

1. To the applicant, Mrs. Helen Lay, the sum of $150 for the 
burial expense, payable directly to Halsted-Diercks & Co. 
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2. To the applicant, Mrs. Helen Lay, the sum of $25 weekly, 
beginning July 19, 1930, and until the whole of this award shall 
have been paid. 

It is ordered that the weekly payments herein be, and they are 
hereby, commuted to a lump sum without interest in the amount 
of $5,000, payable forthwith to Mrs. Helen Lay, the applicant. 

Frank J, BURKE, 
Referee, Industrial Accident Commission 
of the State of California. 

The above decision, made by Frank J, Burke, referee, was ap- 
proved, ratified, confirmed, ordered filed, and made the decision of 
the Industrial Accident Commission of the State of California on 
July 28, 1930. 

[SEAL] H. L. WHITE, Secretary. 


BEFORE THE INDUSTRIAL ACCIDENT COMMISSION OF THE STATE OF 
CALIFORNIA. CLaIm No. 32249 


MRS. HELEN LAY, APPLICANT, v. BOS CONSTRUCTION CO. AND LUMBER- 
MEN’S RECIPROCAL ASSOCIATION, DEFENDANTS, FILED AUGUST 5, 
1930 


Petition for rehearing by Bos Construction Co. defendant in the 
above-entitled matter 


To the Industrial Accident Commission of the State of California: 

Now comes Bos Construction Co., one of the defendants in the 
above-entitled matter, and petitions for a rehearing under sec- 
tion 65 of the Workmen’s Compensation Act, as grounds of this 
petition alleging: 

I. That Adrian I. Bos is and has been at all times mentioned 
in the above-entitled matter doing business in the city and county 
of San Francisco, Calif., under the name of Bos Construction Co.; 
and that Adrian I. Bos and Bos Construction Co, are the employer 
involved in this matter. 

II. That findings and award by the industrial accident com- 
mission in the above matter were made and filed on July 28, 1930. 

III. That neither defendant Bos Construction Co, nor Adrian I. 
Bos had any notice of the pendency of this proceeding before the 
industrial accident commission until he was served with a copy 
of said findings and award. 

IV. That it does not appear from said findings and award that 
the defendant Lumbermen's Reciprocal Association, the insurance 
carrier in the above matter, has assumed and agreed to pay the 
compensation covered by said findings and award, or that said 
carrier has served or caused to be served upon the applicant 
herein notice of its assumption of said liability, or that said 
carrier has filed a copy of such notice with the inudustrial acci- 
dent commission, or that said carrier has been substituted in 
place of said employer in this proceeding, or that said employer 
has been dismissed from said proceeding or exonerated from liabil- 
ity under said findings and award; and therefore the defendant 
employer alleges that he is not exonerated or protected from 
8 in the above- entitled proceeding or in said findings and 
award, 

V. That the defendant employer has not served or caused to be 
served upon the applicant or upon any person compensa- 
tion on account of the death involved herein, or upon the said 
insurance carrier, any notice that said carrier has in its policy, 
contract, or otherwise assumed and agreed to pay the compensa- 
tion for which the defendant employer may be liable, or which 
has been awarded to the applicant herein by the terms of said 
findings and award; and that the defendant employer has not filed 
a copy of any such notice with the industrial accident com- 
mission. 

VI. That it does not appear from the face of said findings and 
award or otherwise in this proceeding that the industrial acci- 
dent commission is satisfied that the defendant carrier has 
through the issuance of its contract of insurance or otherwise 
assumed such liability for compensation, or that the defendant 
employer has been relieved from liability for compensation to the 
applicant or claimant, or that the defendant carrier has been sub- 
stituted herein in place of the employer, or that the defendant 
employer has been dismissed herefrom. 

VII. That the industrial accident commission acted without 
and in excess of its power in the making of the said findings 
and award and that the findings and award are contrary to law, 
in that the defendant employer, who is covered by compensation 
insurance, has not been dismissed herefrom and exonerated from 
liability for compensation on account of said accident. 

VIII. That the evidence does not justify the said findings of 
facts and that said findings of facts do not support said award. 

IX, That at the hearing of this matter before the industrial 
accident commission neither Earl Lay, M. Banovitch, nor Barney 
Downs was called as a witness in this matter; that at the time 
of said accident all of said persons were in the employ of the de- 
fendant employer, and that they were the only persons who were 
present at the time and place of the accident. 

Wherefore the defendant employer prays that this petition for 
a rehearing in this matter be granted. 

Bos CONSTRUCTION Co., 
By Apzrran I. Bos, 
Doing business under the name of Bos Construction Co., 
Defendant above named. 
STATE OF CALIFORNIA, 
City and county of San Francisco, ss: 5 

Adrian I. Bos, being duly sworn, deposes and says: 

That he has read the foregoing petition and knows the contents 
thereof and that they are true except as to those matters stated 
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therein upon information or belief, and as to such matters that 
he believes them to be true. 
ADRIAN I. Bos. 


Subscribed and sworn to before me this 5th day of August 1930. 
[SEAL] AGNES M. COLE, 
Notary Publie in and for the City and County of 
San Francisco, State of California. 


BEFORE THE INDUSTRIAL ACCIDENT COMMISSION OF THE STATE OF 
CALIFORNIA 


Claim No. 32249 (filed Aug. 8, 1930) 


MRS. HELEN LAY, APPLICANT, v. BOS CONSTRUCTION CO, AND LUMBER- 
MEN'S RECIPROCAL ASSOCIATION, DEFENDANTS. ORDER GRANTING 
PETITION FOR REHEARING OF DEFENDANT BOS CONSTRUCTION CO. 


It appearing that the defendant, Bos Construction Co., in the 
above-entitled proceeding, has filed herein its petition for rehear- 
ing, on the ground that said defendant had no notice of any kind 
of the pendency of said proceeding until after the filing of the 
findings and award herein, and that it was not dismissed from 
liability in said findings and award, although it was insured 
against liability under the Workmen’s Compensation, Insurance, 
and Safety Act by a policy of the defendant, Lumbermen's Re- 
ciprocal Association; and 

It appearing that there is some question as to the solvency of 
the defendant, Lumbermen’s Reciprocal Association, and that 
therefore prompt consideration should be given to said petition for 
rehearing: Now therefore 

It is hereby ordered that said petition for rehearing of de- 
fendant, Bos Construction Co., be, and it is hereby granted, and 
said findings and award are hereby rescinded and set aside, and 
that further hearing of said claim be had after due notice is given 
to all parties interested, 

INDUSTRIAL ACCIDENT COMMISSION 

OF THE STATE OF CALIFORNIA, 
WILL J. FRENCH, 

DELGER TRO 


[SEAL] 


WBRIDGE, 
Commissioners. 
Dated at San Francisco, Calif., this 8th day of August 1930. 


— 


USS. EXHIBIT 48 


In THE DISTRICT COURT OF APPEAL OF THE STATE OF CALIFORNIA IN 
AND FOR THE First APPELLATE DISTRICT, DIVISION 2 


No, 7612 
San Francisco, September 30, 1930, 


HELEN LAY, PETITIONER, V. THE INDUSTRIAL ACCIDENT COMMISSION OF 
THE STATE OF CALIFORNIA, BOS CONSTRUCTION CO., AND LUMBER- 
MEN'S RECIPROCAL ASSOCIATION, RESPONDENTS, ON PETITION FOR A 
WRIT OF REVIEW 


The above-entitled matter having been heretofore submitted and 
taken under advisement, and all and singular the law and premises 
having been fully considered, 

It is ordered, adjudged, and decreed by the court that the peti- 
tion for a writ of review in the above-entitled matter be, and the 
same is hereby, denied. 

I, J. B. Martin, clerk of the District Court of Appeal of the State 
of California, in and for the first appellate district, do hereby 
certify that the foregoing is a true copy of an original judgment 
entered in the above-entitled matter on the 30th day of September 
1930, and now remaining of record in my office. 

Witness my hand and the seal of the court affixed at my office 
this 1st day of December A.D, 1930. 

[SEAL] J. B. Martin, Clerk, 

By Wo. B. SULLIVAN, Deputy. 


I, J. B. Martin, clerk of the District Court of Appeal, State of 
California, in and for the first appellate district, do hereby certify 
that the preceding and annexed is a true and correct copy of re- 
mittitur issued in Matter No. 7612, Lay v. Industrial Accident Com- 
mission, etc., as shown by the records of my office, 
ae my hand and the seal of the court this 5th day of May 

. 1933, 

[SEAL] J. B. MARTIN, Clerk. 

By Wm. B. SULLIVAN, Deputy. 


U.S.S. Exuterr 51 


IN THE DISTRICT COURT OF THE UNITED STATES IN AND FOR THE 
SOUTHERN DIVISION OF THE NORTHERN DISTRICT OF CALIFORNIA 


HELEN LAY, PLAINTIFF, v. LUMBERMEN'S RECIPROCAL ASSOCIATION, DE- 
FENDANT, EQUITY No. 2655-L 


Order approving fourth and final and supplemental accounts of 
receiver, denying petition for preferred claims, directing receiver 
to comply with order of United States Circuit Court of Appeals 
and thereupon discharging receiver and exonerating his bond 


It appearing to the court that the fourth and final verified 
report and the verified supplemental report thereto of Samuel M. 
Shortridge, Jr., as receiver of the defendant, Lumbermen’s Re- 
ciprocal Association, for the period from April 1, 1931, down to the 
present time, with the accompanying “ Detailed statement of legal 
services, etc.”, rendered by the attorney for the receiver, including 
“ List of suits and proceedings”, and a petition for the allowance 
of certain claims alleged to be preferred have come on for hearing 
before the court, upon the “exceptions and objections by E. 
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Forrest Mitchell, as Insurance commissioner of the State of Cali- 
fornia”, E. Forrest Mitchell, appearing by Frank L. Guerena, Esq., 
the receiver appearing by Marshall B. Woodworth, Esq., there being 
no appearance on behalf of either plaintiff or defendant inasmuch 
as neither excepted or objected to the fourth and final report and 
supplemental report thereto filed by the receiver nor to the peti- 
tion for the allowance of certain claims alleged to be preferred, 
and testimony and evidence, oral and documentary, having been 
introduced with reference to said reports and petition for pre- 
ferred claims, and said reports and petition and the exceptions 
thereto having been submitted to the court for its consideration 
and decision, and, due consideration having been by the court 
given to the same, and the court having made and filed its find- 
ings of fact and conclusions of law, 

It is now here ordered, adjudged, and decreed that the excep- 
tions to the said fourth and final report and the supplemental 
report thereto of Samuel M. Shortridge, Jr., as receiver of said 
defendant, Lumbermen’s Reciprocal Association, be, and the same 
are hereby, overruled and denied, and that the said fourth and 
final report and the supplemental report thereto be, and the same 
are hereby, approved; that the “detailed statement of legal 
services, etc.”, rendered by the attorney for the receiver, including 
“list of suits and proceedings”, be, and the same are hereby, ap- 
proved as full, true, and correct reports of the activities and 
services of said receiver and of the activities and legal services 
of his attorney during the period from April 1, 1931, down to the 
present time. 

It is now here further ordered, adjudged, and decreed that the 
“Exceptions and objections to receiver’s petition to pay certain 
preferred claims”, filed by E. Forrest Mitchell as State insurance 
commissioner of California, be, and the same are hereby, sus- 
tained, and said petition for the allowance of the claims alleged 
to be preferred therein set forth be, and the same is hereby, 
denied without prejudice to the presentation of said claims to the 
receiver of the Superior Court of the State of California in and 
for the City and County of San Francisco in the suit now pending 
of E. Forrest Mitchell, as insurance commissioner of the State 
of California, plaintiff, v. Lumbermen's Reciprocal Association, and 
E. J. Brockmann, defendants, or in any other appropriate suit or 
proceeding, said claims being as follows: Claim of J. L. Kearney for 
legal services rendered in the receivership proceedings as set out 
in the petition for allowance of preferred claims and the itemized 
statement of legal services filed as an exhibit in support of said 
claim; claim of E. J. Brockmann, formerly Pacific coast manager of 
the defendant, Lumbermen's Reciprocal Association, for balance 
due on wages and commission contract from January 1, 1930, 
to July 29, 1930, in the sum of $1,768.40; claim of General Re- 
Insurance Corporation, San Francisco, Calif., for $1,652.36 for rein- 
surance on liabilities of the defendant, Lumbermen’s Reciprocal 
Association, during the period of this receivership dating from 
July 29, 1930, and remaining in force at the present time; claim 
for $136.70, being cash advanced for operating expenses in the 
San Francisco office; claim for $15.58 reimbursement of Lumber- 
men's Reciprocal Association check no. 27 for $15.58, which check 
was cashed by claimant during period of application for receiver- 
ship and immediately prior to the appointment of the receiver. 

It is now here further ordered, adjudged, and decreed that the 
fourth and final report of the receiver and the supplemental report 
thereto and the accounts involved therein be, and they are hereby, 
allowed, settled, and approved; that the moneys collected and 
received by the receiver as enumerated in said fourth and final 
report and the supplemental report thereto were properly and 
legally collected and received by said receiver and deposited in 
bank to the credit of said receivership; that the expenditures 
involved in said accounts were necessarily incurred and the serv- 
ices therein enumerated actually rendered and that the charges 
therefor were proper and reasonable and were proper charges 
against, and were properly paid out of, the funds of the estate 
of the defendant, Lumbermen's Reciprocal Association; 

It is now here further ordered, adjudged, and decreed that no 
further or additional allowance on account of compensation for 
services rendered by the receiver or by his attorney be allowed for 
the period covered by the fourth and final report and the supple- 
pental report thereto from April 1, 1931, down to the present 

CH 

It is now here further ordered, adjudged, and decreed that the 
following items are allowed and directed to be paid by the receiver 
as being proper and reasonable and preferred costs and expenses 
connected with the administration of the receiver, to wit: Claim 
of Columbia Casualty Co. in the sum of $33.30 being pro rata 
insurance 1 due on receiver's bond from July 30, 
1931, up to including the date of this order; claim of E. J. 
Brockmann for his witness fees in actual attendance in court 
upon the hearings of the settlement of the fourth and final report 
of the receiver and the supplemental report thereto including his 
traveling and subsistence expenses to and from Boulder City, Nev., 
in the sum of 8102.32, as per sworn voucher filed in this case; 
claim of R, Binet for the witness fees in actual attendance in 
court upon the hearings of the settlement of the fourth and 
final report of the receiver and the supplemental report thereto 
and mileage in the sum of $5.20; also any further accruing court 
costs involved in these final proceedings; 

It is now here further ordered, adjudged, and decreed that the 
decision, and the mandate thereafter issued and filed in this court, 
of the Circuit Court of Appeals for the Ninth Circuit rendered in 
the above-entitled case, entitled E. Forrest Mitchell, as insurance 
commissioner of the State of California, appellant, v. Helen Lay, 
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Lumbermen’s Reciprocal A and Samuel M. Shortridge, 
Jr., as receiver of Lumbermen’s Reciprocal Association, appel- 
lees, no. 6340 on the docket of the Circuit Court of Appeals for the 
Ninth Circuit, which decision recites, in part, that this court “is 
directed to settle the accounts of the receiver and to order the 
receiver to turn over to the appellant (E. Forrest Mitchell, as 
insurance commissioner of the State of California), all property 
seized under its order by the receiver as soon as the appellant (E. 
Forrest Mitchell, as insurance commissioner of the State of 
California) has secured an appointment as receiver thereof in the 
action now pending in the State court“, be complied with and 
the receiver is hereby instructed to comply with said decision and 


mandate; 

And, it further appearing to the court that said appellant, E. 
Forrest Mitchell, as insurance commissioner of the State of Cali- 
fornia, has, since said decision of the Circuit Court of Appeals 
for the Ninth Circuit, been appointed receiver of the Lumber- 
men’s Reciprocal Association by the Superior Court of the State 
of California in and for the city and county of San Francisco in 
the suit now pending therein of E. Forrest Mitchell, as insurance 
commissioner of the State of California, plaintiff, v. Lumbermen’s 
Reciprocal Association and E. J. Brockmann, defendants; 

It is now here further ordered, adjudged, and decreed that 
Samuel M. Sh , Jrą„ receiver of Lumbermen’s Reciprocal 
Association, defendant herein, be, and he is hereby, instructed and 
directed, within 30 days from the date of the signing and filing of 
this order, to deliver to the receiver appointed by the Superior 
Court of the State of California in and for the city and county of 
San Francisco, to wit, E. Forrest Mitchell, State insurance commis- 
sioner of California, any and all moneys in bank or otherwise held 
in the on and custody of said Samuel M. Shortridge, Jr., 
as receiver of said defendant, Lumbermen's Reciprocal Association, 
and also any and all other assets, properties, books, records, papers, 


possession or custody of said Samuel M. Shortridge, Jr. 
of said defendant, Lumbermen’s Reciprocal Association, upon his 
obtaining and receiving a proper receipt or receipts therefor and 
filing said receipt or receipts with the clerk of the above-entitled 
court: Provided, , That if within 30 days from the signing 
and filing of this order the attorney for E. Forrest Mitchell, State 
insurance commissioner of California and receiver appointed by 
the State Court of California, as above stated, shall appeal from 
this order, then the further execution and performance by said 
receiver of this order shall be stayed until the final action by the 
Circuit Court of Appeals for the Ninth Circuit on said appeal or 
until the other or further order of this court or of the Circuit 
Court of Appeals; 

And it is now here further ordered, adjudged, and decreed that, 
upon the filing of said receipt or receipts with the clerk of the 
above-entitled court, said Samuel M. Shortridge, Jr., as receiver of 
said defendant, Lumbermen's Reciprocal Association, be, and he 
is hereby, released, exonerated, and discharged of any and all lia- 
bility or otherwise as receiver of said defendant, Lumbermen's 
Reciprocal Association, and that his bond as such receiver, hereto- 
fore given and filed in the above-entitled suit in the sum of 
$20,000, be, and the same is hereby, exonerated. 

Done in open court, San Francisco, Calif., December 15, 1931. 

HAROLD LOUDERBACK, 
United States District Judge. 


U.S.S. ExamIr 52 
Law OFFICES or KEYES & ERSKINE, 
March 27, 1931. 
Mr. W. L. HATHAWAY, 

San Francisco, Calif. 

Dear Mr. HarHaway: We have finally received our compensation 
to date in the Russell-Colvin & Co. matter, and I can now take up 
at least a part of my obligations to you. The record in my two 
check books shows the following advances made me by you: 


October 1929 (Crocker Bank) 2 


June 1930 (Crocker Bank) 
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The answer sets up that the appraised value of all securities 
belonging to the firm of Russell-Colvin Co. and its creditors was 
the sum of $2,111,536.24, as of March 11, 1930. 

Answer. This is correct. 

The answer says that the appraised value of the firm securities, 
not including other assets was over one half million dollars. 

Answer. This is correct. The exact amount was $503,267.20. 

The answer says that 679 claims were filed with the receiver for 
cash and securities, totaling $1,722,402.51. 

Answer. This is correct, but minor adjustments have been made 
to the extent of $379.98, making the correct amount $1,722,004.53. 


UND ae eee ee ra T DE T ee aap ts Tae RO BS 
Bank, brokers’ repurchases 956, 036. 39 
uye OE, eT ee ee EA De Ee A tS 2, 678, 040. 92 


The answer says that the amount of bank loans and repurchase 
agreements included in the receivership was $971,870.94. 

Answer. This should have been bank and other loans, and 
should have been for $1,300 more, being the Colvin loan from 
the Bank of America for the firm and secured by firm securities, 
so the correct amount should be, as above, $971,870.94, plus the 
Colvin loan of $1,300, making the total $973,170.94. 

Made up as follows: 


ß a eee otek wes $341, 632. 50 
ß Soe D 495, 858. 89 
Repurchase agreement „544 118. 545. 00 
Tracey loan (secured by note 17, 134. 55 

r N E E 973, 170. 94 


The answer says that the administration of the estate resulted 
in the payment to customers of cash $385,745.70 and the de- 
livery to customers of securities of the value of $505,977.39. 

Answer. The amount $385,745.70 is not correct. The correct 
amount is $328,406.72, the difference of $57,338.98 being made up 
of a duplication of the Aiken estate claim, through E. A. Pierce 
& Co., of $55,980.74 and readjustments of $1,358.24. Also securities, 
delivered amount to $502,033.04, instead of $505,977.39, difference 
$3,944.35 minor adjustment. 

The answer says the ordinary margin customers of the firm not 
entitled to priority received 56 percent of their claims in cash and 
securities. 

Answer. They have already received 48.07 percent, and will re- 
ceive from the remaining assets 6.8 percent more. 

The answer says that the claims of the general creditors, in- 
cluding the claims of marginal customers who were relegated to 
the position of general creditors for a portion of their claims 
amounted to $505,277.44, of which amount $152,733.97 represented 
the claims of general creditors not customers, and $352,533.47 
represented the claims of margin customers who were relegated to 
the position of general creditors. 

3 The amount as shown by the books is $539,230.39, but of 

this $27,035.26 was afterward determined to constitute preferred 
claims, so deducting this amount leaves $512,195.13. 

Also some of the 21 excepting creditors succeeded by court 
proceedings in having their claims increased a total of $6,917.69, 
thus making a total for the general creditors in the sum of 
$512,195.13, instead of $505,277.44 referred to in the answer. 

The amount of the claims of general creditors not customers is 
$152,733.97, as stated in the answer. 

The answer says the general creditors have already received 
28 percent of their claims with a prospect of an additional 12 
percent. 

Answer. This is correct. 

The answer also says that the customers and creditors of the 
firm have received securities and cash to the amount of $828,000, 
an average of 65 percent for all customers and creditors. 

Answer. This is correct, except the amount should be $830,- 
439.60—a difference of $2,439.76. 


The amount paid in cash was $328, 406. 72 
Sure ae saeco. Ree E ASA 502, 033. 04 
cto eg Ee I eS on i eee ee ee 830, 439. 76 


October 1930 (Bank of Itax e . 100| Summary showing what the receiver received and administered 
December:.1980. (Bank of Italy). oo i |) Firm eri oo oo naan $311, 801. 67 
January 1931 (Crocker Bank) 1,500 | Cash on hand at time of receivership 16, 104. 28 
ps Se A Ea PEE a a eS — 75 | Collected on accounts and notes due from customers. 512, 944. 53 
Sale of furniture and fixtures__.______-______________ 10, 113. 76 
2, 235 From the sale of miscellaneous assets 21, 875. 01 
¥ vhs ane a in my bill file stating that I owe you “$500 From the sale of stock-exchange seat -- 75. 000. 00 
for advances in 1929”, which indicates that there is $200 due in Total 947, 839. 25 
addition to the first two items above. If your records do not = TTS SSS SSS 2 
show this, we can correct it later. Remaining assets: 
In addition to these advances there is our understanding in From sale of $5,000, par value Consolidated Pà- 
respect to the 12% acres you deeded us at Woodside that I should per Box bonds belonging to Founders Invest- 
reimburse you for the balance remaining due on that portion of ment Co., held in escro c 5, 288. 30 
your purchase from the Spring Valley Water Co. in accordance Furniture and fixtures_..........._.-._____ 200. 00 
with the memorandum you prepared at the time we arranged to ena ae 4 S chen A 58, 000. 00 
build our house. The balance arrived at was $3,651.61. ee a ee a Se eS ey 1, 629. 55 
I am enclosing my check for $5,000, of which $2,435 is in repay- — -— 
ment of your advances as above and the rest is on account of the .. ee Peel bey Ca te vie GN 65, 117. 85 
Woodside property, which leaves a balance on this ascount of 
$1,086.61. Grand tote . [.das 10 
Sincerely yours, 
Dover. Uncollected accounts 179, 182. 79 


Securities to be accounted for 7 Securities and cash delivered to claimants 
Securities: claimed -“ s — $1, 048, 938. 52 | Securities: 
Securities claimed B-1 8 118, 160. 01 From summary statement 8326, 867. 94 
Securities claimed A“ — 306, 746. 59 From report on claims — $95,330. 10 
— — Tibbetts’ Anchorage, common 9, 720. 00 
Total securities claimed_-_........---.--_-_ 1, 473, 845. 12 — — 38. 610. 10 
Unclaiméd customers’ securities 65, 034. 69 Delivered account Aiken estate 89, 830. 00 
Securities due all customers 1, 538, 879. 81 EBan Sa ae Ee ee cee rags Bee theres 502, 308. 04 
FT — on eee nnd an A e e E S, 503, 267. 25 Bixby claim satisfied in cas 1, 250. 00 
Total securities to be accounted for 2, 042, 147.06 501, 058. 04 
Cash claimed on converted securities 68, 390. 18 Transcontinental bond delivered Kemp 975. 00 
2, 110, 537. 24 77d ĩͤ pre as wo OR ARE, Tn Mn ae 502, 033. 04 
Restated Futterman account —— 999.00 
„ era Peo | SOMERS 
2. 111, 536. 24 From eee Stee $148, 006. 75 
Claims for cash and securities Dividend per fourth cash report 2, 941. 26 
ANSWEF -oannaem $1, 722, 402. 51 Paid Hewitt & Co. (account I. T. S.) Re 7, 612. 89 
Answer Corrected AAS SRN ree seen ee ee eee ee ce 1, 250. 00 
f.... 8374, 535. 75 $374, 535. 75 EEA — 
T ͤĩ le 118, 761.03 Total — 159. 810. 90 
77 1, 049, 937. 52 1, 048, 938. 52 Paid to ordinary margin customers 
3 Securities claimed by “B” $1, 048, 938. 52 
1, 542, 235. 30 4 5 
General — 1 . 769. 23 179, 769. 23 Lens owed ... Sa Se 
1, 722, 402. 51 1. 722, 004. 53 “B” customers’ equity 621, 517. 09 
// AVA 397. 98 e 
Pools, not including dividends on stocks 23, 948. 46 
Total ‘claims med 1, 722, 004. 53 CHa ered ER ER E Oe ie on oe RES 100. 649. 12 
Additional liabilities to customers: Securities delivered: 205 ok i cecae 165, 140.15 
Divitiends: uns... A A A waren 26, 901. 09 RRI 77 
Securities due customers un claimed 65, 034. 69 Total paid to “B” (46.6 percent) 289, 737. 73 
Claims for securities and traced cash filed___.. 1, 542, 235. 30 he 
Paid cash: 
aea end unstabil , % 171(08| Pools, tnetuding dividends on stocka 41, 872.13 
General claims filed_...-_...__..-..-----------—- 179, 769. 23 General estate - 100, 649. 12 
Securities delivered... +2062 oso cs aa 165, 140. 15 
Less . Equity $621,517.09 (48.07 percent) . 307, 661. 40 
a OAE mina cea a e ... 
Total claims fed 1, 748, 905. 62 | New equity. 639, 440. 76 
SS —u—³ ]⁴I—üb 
Receivers balance sheet, March 11, 1930 Or— 
Assets: Paid cash: 
Firm's securities, etc. (appraisal or book value) $1, 521, 096. 54 Pools, including dividends on stocks 41, 872.13 
Customers’ securities in pledge and vault 1, 538, 879. 81 General estate. 143, 784. 45 
— Doane... . es 165, 140. 15 
Mr AAA repens 3, 059, 976. 35 
— Including additional 12 percent from general 
Llablllities: fund (54.86 percent) nana 350, 796. 73 
Payable: New equity. Reeser pf tas fog ret he leek 8 639, 440. 76 
Banks, brokers, etc., secured 956, 036. 39 Customers relegated to general fund 
Unsecured general creditors 2153, 995. 21 A $40.27 
Motel cdot E tore ee he aly, 1, 110, 031. 60 | B-----------------------------==----------------- 988. 71 
Due customers in securities and traced cash. 1, 634, 171.08 B 358, 432. 18 
CO TTT me 359, 461.16 
...;. ˙ AAA . EE 352. 533. 47 
Net capital (partners’ investment 815, 773. 67 


Paid customers in cash 


Additions 


Additional dividends on securities per 
Wenn ARLIN POE S E ASS 


Total paid customers from pool 
Paid customers relegated to general 
fund 


Paid general claimants... -s-e cnan 
Paid general claimants with preference. 


159, 810. 90 


100, 649. 12 
40, 911, 44 
27, 035. 26 


1 Tracy loan, $17,134.55, included in general creditors, unsecured, 
LXXVI——233 


Customers relegated to general creditors.......... 359, 461. 16 
Total general creditors 539, 230. 39 
Answer Shower annaran i a 505, 277. 44 
BH.... ts sy a ea 33, 952. 95 
r ʒ a 27. 035. 26 
Allowed excepting claimants .--------------===== 6. 917. 69 
z ĩ ͤ K SIN RR a 33, 952. 95 
Claimants received 

Securities delivered_..........----................ $502, 033. 04 
Cash (from pools) 159, 810. 90 
Cash (from general estate) 168, 595. 82 
LOCAL CARR: pe... TTT... $28, 406. 72 
E 

Total paid in cash and securities 830, 439. 76 
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Claimants received Continued 


CT ̃ — m — ̃ —— 2, 439. 76 
Securities claimed "A". . 306, 746. 59 
Traced cash claimed “A” 67, 789.16 
ene 118. 761. 03 

r Q A eS SES Sa ee 1, 048, 938. 52 
e ee oe ae ea Oe i ee 152, 733. 97 
claimants with preference 27, 035. 26 
1, 722, 004. 53 
Less customers debt. —:b 477, 488. 49 
Total equities claimed (66.73 percent re- 
eel ved. —————— 2 1. 244. 516. 04 
Dividends collected for customers (65.32 percent 
J AAT $26, 901. 09 
Naw GONG yee ⁰ 1, 271, 417. 13 
Liabilities—Banks, brokers, and repurchases payable 
BC. eee Be RSs EO PALS et Ae eS A $956, 036. 39 
pone ea ek ad Eo CRE E ate ee Se TS 930, 262.37 
Became general creditors._......----------- 25, 774. 02 
Assets—From securities, etc. 
Appraised or Still to be 
book value | Realized | realized 
%%% BERS UL thes a Le $43, 008. 37 $43, 005.37 
Customers’ accounts receivable.. 500, 944. 53 
Partners, ete., accounts receivabl | 5 
Notes receivable 12, 000. 00 
Firm inventory. „801. 
Exchange seat 5, 000. 00 e 
Furniture and fixtures 
Founders Investment Co- 5, 288.30 f -- 
a nena coe 
TAT S EE S A 
[a La a SAS SSE RLS NY MAU IS SIE 
Assets May }, 1933. 8 
Deficit accounts. 179, 132 79 


I san a enn ne $974, 740. 34 


Still to be realized Anchozage notes 58, 000. 00 
Still to be realized furniture and fixtures 200. 00 
Still to be realized Founders Investment Co—— 5, 288. 30 
Total. rens... — 1. 038, 228. 64 
Appraised or book value Mar. 11, 1930_-------------- 1, 521, 096. 54 
ms —T— . — 482, 867.90 
S —— — —— — 

Securities due all customers $1, 538, 879. 81 


Cash due “A” claimants (control, p. 


GS) ooo -m cei 68, 390. 18 
Dividends claimed (summary $23,- 
959.83, fourth cash report, $2,- 
%%% — S am 26, 901. 
1. 634. 171. 08 
Borrowed by customers (list of claims) 
(account receivable 477, 488. 49 
Difference sales customers’ securities 
between sales price and 3/11 value 
not collectible from customer 116, 631.17 
594, 119. 66 
1, 040, 051. 42 
Securities delivered to claimants (schedule) 502, 033. 04 
538, 018.38 
Cash paid to claimants (schedule) $159, 810.90 
Tracing charge (summary) 18, 746. 32 
178, 557. 22 
Customers relegated to general fund — === 359, 461. 16 
Paid general fund dividends nos. 1, 2, 3, and 4, 28 
percent .-_----_--...--------------------------=- 100, 649. 12 
Balance dure ——• 258, 812. 04 
Collected for accounts and notes of customers 
Accounts receivable (per balance sheet) $705, 940. 62 
Less restated accounts._-_.------------------------ 53, 037. 58 
Due from customers a 652, 903. 04 
Partners and employees accounts 27, 174. 28 
Notes receivable—Anchorage Light & Power Co 59, 684. 94 
Total accounts and notes due_--------------- 739, 762. 26 
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Collected for accounts and notes of customers—Continued 


$828, 000.00 | Still outstanding: 


Accounts receivable $179, 132. 79 
Note: Anchorage Light & Power Co- 47, 684.94 
— $226, 817.73 


Collected for accounts and notes of customers. 
General creditors 


512, 944. 53 


General creditor 


Salary claims (preferred) $3, 635. 38 
Commissions (preterred) . ͤ-„öĩ: 2, 560. 02 
TALON A PIOLOTTO noo pc A REA S 20, 839. 86 
27, 035. 26 
152, 733. 97 


Total secured and unsecured general creditors... 179, 769. 23 


Summary 
77%%%ſſ/ SRE E A Pe Es Se a at $415, 085. 35 
BP ef I La ae SE py a pe aa een ene a 398, 238. 57 
Balance on hand Feb. 15, 1933_---_------------ 16, 846. 73 


(The above figures include transfers of funds from one account 
to another, and represent actual moneys deposited in all accounts, 
and withdrawals from all accounts.) 

Nore.—These figures do not include any accounts closed prior to 
the filing of the receiver’s third account. Following is a state- 
ment of the actual net amount of cash received and paid out: 


etal pts oe sae onennmneane $483, 981. 67 
Disbursements ..=...-....+..--=..+---—-.=--.-..-.-.. 467, 134. 89 
Balance on hand Feb. 15, 1933_-------------- 16, 846. 78 

Less fourth general fund dividend_____-_...-------- 15, 217. 23 
* 1. 629. 55 


The receipts may be segregated as follows: 
Partnership bank balances transferred to H. B. Hun- 


ter, reeelder „„ 16, 104. 28 
Interest (includes bond interest and interest for the 
account of clients, as well as the estate of Russell- 
e Oe ame 15, 621, 42 
Dividends (for the account of clients as well as the 
estate of Russell-Colvin & Co. 26, 356. 66 
Post trading commissions.__....-.----------------.. 185. 00 
Expense refunds—— ʻ 1, 470. 45 
Syndicate profits___._--.--------------------------- 1, 857. 87 
Accounts: receivable... : —. 8, 220. 04 
Notes: receivable. . „44„4„ 5, 288. 23 
Liquidation of pledges_._._-.------------------- 59, 196. 10 
Redemption of securities 8, 561. 67 
ale Of; DOLS sae ae ee eee eet aaa ea 192, 052. 18 
Sales of securities «„ 149, 067, 77 
Total receipts 483, 981, G7 
The disbursements may be segregated as follows: 
Dividends 2 «44ͤ4„4„%!” 2. 941. 26 
Office’ salaries «% 28, 978. 85 
Compensation to H. B. Hunter, receiver 40, 500. 00 
Sl oA ces =n 4, 054, 29 
Claims satisfied..._._._.---.-.----------------------. 189, 000. 78 
Miscellaneous and legal expense 7, 370. 47 
Fee to attorneys: 
For plaintiff-..---------.---------------------- 4,375, 00 
For defendant 4,375.00 
In New York (Aiken estate matter) 1, 000. 00 
For receiver_._....-...-..---------------------- 51, 250. 00 
Dividend no. 1 to general creditors—10 percent 
as adjusted) 50, 537. 25 
Dividend no. 2 to general creditors—10 percent 50, 537. 55 
Dividend no. 3 to general creditors—5 percent 25, 268. 53 
Amount allowed on exceptions--_...-.--------------- 6, 945. 91 
Total disbursements_-...-------.--------- ---- 467, 134. 89 
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Taken over by receiver and adjusted to include all liabilities 


f Adjusted to appraisals Receiver’s work 
Mar. 11, Balance 
Debit Credit taken over 8 sheet 
by receiver chest Debit Credit 
ASSETS 
OORT iS sd r E EE E ——— $16,104.28 | $26, 901. 00 99 | $159,810.90 | $1,629. 55 
30 223.11 
15, 217. 2 
Dr a kh e . . egg Ta 
Gunton et cs ceaise 1 179, 132 79 


Partners and employees < OPETAN ENEAN 
Notes 6 59, 684. 94 


Firm inventory................-.-.------ $; ERLAR 


E. — T—ꝛ— —„—-— 65, 000.00 |...-......... 


Furniture and fixtures................... 


ooo —— — 


Miscellaneous 
Founders Investment Co 605 — 
Securities held for customers. S RIS S ITAN 


LIABILITIES 
Accounts ve ble (unsecured) ) 


Notes Notes payable (unsecured EEA 38, 764. 44 ee 


Bank loans 6 mene OR OO ne chase 


350, 461, 16 

25, 774. 370, 634. 57 
Dividends due customers. 
Securities 


pee bn A OREZ . Fae ee r 
charges, interest account. 
ieran Ain ü 
Partners investments, eto 
e nnn. rn D as PE eH 244, 250, 64 
Balance sheet Mar. 11, 1930 Balance sheet Mar. 11, 1930—Continued 
ASSETS LIABILITIES—continued 
Miscellaneous: Accounts payable: 
r e 89, 704. 00 Customers’ PPP $91, 038. 31 
Membership account 500. 00 SEs a POON cata gas a ee a a a 17, 134. 55 
Prepaid insurance. — ~~ <5 ne nn ere 3, 267. 45 
RIVETS: PRASAD Sn ce atric otras 395. 44 Total unsecured accounts payable 108, 172. 86 
Anchorage Light & Power Co. (dividend advance). 5, 008. 00 SS 
Neil House Co., coupons_-------_----__-------_. 10.00 | Miscellaneous: 
fo Oh E i Reon ie ie Rady SS 4, 857. 85 Brokers? cleims-(5 AE a 523. 25 
Western dünnen o —b??“ e 1. 250. 00 Cou 4 TN 565. 50 
Consolidated Paper Box Co.: Dividend OMME -yaen cae 1, 087. 75 
WORK GOIN E EAEN A E E AEE 84, 508. 00 esmen, accounts payable 468. 75 
Advance account nsen 10, 008. 82 Investment Shares Corporation 12, 383. 40 
De Lancey Smith, suspense account 1, 000. 00 IT noe Pt Le A 25, 000. 00 
Investment A Corpora 9 25.000. 00 Bad debts 25, 241. 71 
vestment Shares Zz 00 !!. x Pe E „241. 
r TTT 18, 776. 03 
ye, S Ge ee eR Sian rt ae a se ee One eT ee 147, 069. 56 Unpaid bn —T: 15, 000. 00 
LIABILITIES To eae tetas ee 99, 046. 39 
Bank loans (per statement) 340, 332.50 | Partners’ investments, etc.: 
Loan, E. G. Colvin (Bank of America) 1, 300. 00 Ä ²˙ ne aes: SAO; DORK TD 
—d Notes payable, Russell-Colvin & Co 685, 223.36 
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Recetver’s balance sheet, May 1, 1933 
Assets: 
GGG VV a $1, 629.55 
Accounts receivable (list): 
een 58, 000. 09 
Founders Investment Co 5, 288.30 


Furniture and fixtures— 200. 00 

Total assets to be realzed 65, 117. 85 

Liabilities: Due general creditors 370, 634. 57 
ENTRIES 

AUT CATIVON GORY ooo te ee ae 50, 273. 20 


Partners’ investment (interest and losses canceled) 2, 764. 38 
Accounts receivable (customers) (restated ac- 


counts, repudiated sales) 53, 037. 58 
„%%% a Rar ESA DRESS Ce AA Sie SEL SDS 4,136. 45 
Accounts payable (unsecured) checks outstanding, 
canceled at commencement of receivership 4,136.45 
Accounts payable (unsecured 112, 309. 31 
ee eee eae 38, 764. 44 
Miscellaneous liabilities— 2, 921. 46 
General creditors (claims) to set up general 
claims filed with receiver 153, 995. 21 
Partners’ investment 4«c4„%7 3 605, 926. 14 
Founders Investment Co., written off. 605,926.14 
Miscellaneous accounts payable—— 96, 124. 93 
Partners’ investment, no claims filled 96, 124. 93 
ADJUSTMENTS TO APPRAISED VALUES 
Partners’) investment._..- ~~ 5....--....... 142, 653. 30 
Firm inventory adjusted to appraised W 142, 653. 30 
A // eaa A 2, 772. 37 
Furniture and fixtures adjusted to appraised value 2. 772. 37 
Partners’ investment ĩc44„“Pt 90, 000. 00 
Exchange seats adjusted to appraised value 90, 000. 00 
Cash: (per: ‘cash ert 26, 901. 09 
Dividends due customers, dividends received for 
pe ee CER EL BS ESSE LER SER RS Ee EE S 


Securities held for customers 
Partners’ investment 2 oa 


Securities and traced cash due customers 1. 607, 269. 99 


Loans (pos) 9948681. 28 


Securities held for customers — 715, 601. 34 
Firm securities (list), sold by pledges 279, 259. 94 
ENTRIES 
Liquidation account.__-<--._--=.----..-----~=---=. 321, 245. 43 

Securities held for customers, balance customers’ se- 
curities sold by receiver „4 321, 245. 43 


Liquidation account 224. 007. 31 


Firm securities balance firm sold— 224, 007.31 
Accounts receivable «444% 502, 033. 04 
Securities held for customers, delivered to customers. 502, 033.04 
Accounts receivable..._....--.-.-_..._-..-------... 159, 810. 90 
Cash, cash paid claimants 777 KON 610.00 
Dividends due customers......-------------------- 26, 901. 09 
Accounts receivable, dividends paid customers 26, 901. 09 
Sey CN ie ce Na eta a ie hy i sn pe Bo at Opt a EE Se 25, 774. 02 
General creditors’ claims unsatisfied, balances claimed 
by pledges..........----------.-----.--.=---.---- 25, 774. 02 
Accounts receivable.......------ F 18, 746. 32 
Tracing charge —— — — 18. 746. 32 
Accounts receivable. .....--......_..--------.------ 98, 811. 43 


Liquidation account, difference -between Mar. 11 
value and sale customers’ securities and reduced by 
credits for general creditors’ balance 98, 811. 43 


SR ES Sa eel ae 5, 636. 30 


Cash... 


Sot Ries San aT nO Sane URS A oe PE ig care A pines eT RRS TEE oh 


May 18 

Receiver’s balance sheet, May 1, 1933—Continued 

tinued 
Accounts recefvable._...-...--. ee 5, 004. 75 
Partners’ accounts, collected from deficit ac- 

[vont ins Reamer thee E ee ESA RSE NERS oO 631. 55 
Accounts recetvable: <a 2 no oe $26, 542.73 
Partners’ account transfer 25, 542. 73 
Cash (see cash statement 59, 196.10 
interest. charges; . xv — 5. 402. 81 


Loan account returned by pledgee after liqui- 


Notes receivable, Anchorage 45 
he ES re SND ITE ELS ESSIEN nit Nae A A AONE LIN 
c ee es 
| expense, miscellaneous._-_-----__-_-------_- 
e y ne eae 
Fees, attorney, miscellaneous 
ORR MERE ARTER EO pape E bela’ 
Dividend general creditors, nos. 1, 2, 3 
I A ss ee A ES oes 
General creditors preferred 
One ee es ec a E O E ERE 
Anchorage Light & Power Co. (notes re- 
TTT $10, 315. 06 
Liquidation account (firm’s securities) 10, 315. 06 
Sale An preferred stock. 
Cagle ae a a 103, 742. 45 
Liquidation account 44ͤ1ĩ5.,! 103, 742. 45 


Received, sale customers’ securities. 


15, 217. 23 

16 
General: ier ——%ĩ 359, 461.16 
2, 609. 96 
13, 343. 51 
Partners’ investment account 15, 953. 47 
Partners’ investment account 473, 188.06 
Miscellaneous assets 22 125, 194. 55 
Liquidation account 199, 143.99 
Pot) EEE dees ey he Peed cei wa RSE EOIN: 141, 903. 61 
Exceptions: pad. „) 6. 945. 91 


Sold for statement 
CONSOLIDATED PAPER BOX co. (CONTROL) 
[Capital: Stock, $854,000; bonds, $526,000] 


$50,000 paid finders; $500,000 water. 
COEN COS., INC. (NOT CONTROL) 


[Capital: A-B, $1,447,598.16] 


$6, 987. 00 
18, 513. 00 


$50,000 paid finders; $225,000 water. 
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Sold jor statement—Continued 
ANCHORAGE LIGHT & POWER CO., INC. (NOT CONTROL) 


[Capital: Stock, preferred, 250,000, at 100; common, 495,000; 
bonds, $350,000] 


Estimated cost, $374,000; cost, $700,009. 
Statement of appraised value 
CONSOLIDATED PAPER BOX CO. 


r Ae ee ed ee Se eee a? — $1, 600.00 
r 14. 383. 75 
§;000; ir ee 2, 500. 00 
48,000 Crown Zellerbach 33, 600. 00 
2, 000 Leonard tics ols ———)mũ aan 690. 00 
ee a aaa a 600. 00 
G3; B00 Work=Ster a a a 46, 075. 00 
145, 000 99, 448. 75 
— 

5,000 Bank of America—sold H.B.H. (pledged)) 3, 000. 00 
13,000 Capital National—sold H.B.H. (pledged)) 7, 800. 00 
13,000 Miscellaneous (pledged).---------------------- 5, 200. 00 
22,000 Safekeeping...___-.-..__.. S5 8, 800. 00 
92000 nn! ee a 100. 00 

145, 500 79, 900. 00 
— 
179, 348. 75 

9,000 Gounders Investment Co —— 5, 288. 30 


Restated accounts receivable 


6,418.43 | 4, 115.81 
2, 007. 44 | 3, 590. 69 


eB p rË Borr? 
BS B 888888 
GR A SrReeBeea 


nS 
85 
8 


48, 319. 45 


Restated accounts receivable—Continued 


e ere eee 

110. Monell e.... 10 
Unclaimed: 

With: ‘mecurities: Act — as 141, 916. 69 

S 

M ˙• A ( —— os ep N, 

657, 621. 17 

Customers’ debit balances mman ----- 705, 940. 62 


Principal firm securities 


hares Anchorage Light & Power, preferred_| $96, 823.00 | $94, 770. 00 


620 shares Coen Cos., Inc., AA.. 12, 992. 50 4, 960. 00 930. 
18,634 shares Coen Cos., Inc., B.. 19, 105. 
7,046 shares Consolidated Paper Box, A4. 74, 391. 76 

21,413 N Consolidated Paper Box, B 9, 284. 83 


„288 shares Consolidated Paper Box, . 
$39,000 P.V. Anchorage Light & Power, 7˙8, 1943. 
e P. V. Consolidated Paper Box, 7's, 1939. 256, 483. 


POOLS 
Bank of Alaska; Analy Savings Bank; Bank of America; Anglo- 
California Trust Co.; H. J. Barneson & Co.; Capital National Bank; 
Bank of Ceres; M. B. Crossman; Bank of Italy; First National 
Bank of Napa; First National Bank of Oakland; First National 
Bank of Upland; McCreery, Finnell & Co.; M. Links; Ben Epstein; 
T. C. Brown; William F. Menke; De Fremery & Co.; Henry L. 
Doherty & Co.; Ashley; Associated Gas & Electric Co.; C. Taft; 
D, Marwedel; W. J. Cooper; E. Lawson; Central Illinois Oo.; J. T. 
Crowell; C. A. Bowron; L. W. Hansen; E. Graff; Y. S. Tai; Y. Y. 
Tong; Peoples National Bank, McMinnville, Tenn.; E. A. Pierce & 
Co.; Russell-Miller & Co.; Safekeeping; Vault; San Jose National 
Bank; Second National Bank, Danville, II.; T. Y. Tong; Wells 
Fargo Bank & Union Trust Co.; Bank of Davis; Crown Zellerbach 
Corporation; J. M. Leonard; Smithousen; Lork-Stern. 


Individual securities claimed (control sheets) 1,176 

e IRLAN AOE ee ee 341 

Number security claimants (list of claims) 413 

Funn d E a «˙. m 46 

Number customers’ ledger accounts (ledger) 699 

Total claims filed (report on claims) 679 
RECESS 


Mr. ASHURST. I move that the Senate, sitting as a 
Court of Impeachment, take a recess until 10 o'clock to- 
morrow morning. 

The PRESIDING OFFICER. The question is on the 
motion of the Senator from Arizona. 

The motion was agreed to; and (at 5 o’clock and 47 
minutes p.m.) the Senate, sitting as a Court of Impeach- 
ment, took a recess until tomorrow, Friday, May 19, 1933, 
at 10 o’clock a.m. 


LEGISLATIVE SESSION 


The Senate, pursuant to the order for a recess entered 
yesterday, resumed legislative session. 


MESSAGES FROM THE PRESIDENT 


During the impeachment proceedings, on motion of Mr. 
Rosinson of Arkansas, and by unanimous consent, several 
messages in writing from the President of the United States 
were received, which were communicated to the Senate by 
Mr. Latta, one of his secretaries. 

On request of Mr. Rogsrnson of Arkansas, the Presiding 
Officer (Mr. Hesert in the chair), as in executive session, 
referred the messages transmitting sundry nominations to 
the appropriate committees. 

(For nominations this day received see the end of Senate 
proceedings.) 

MESSAGE FROM THE HOUSE—ENROLLED BILL SIGNED 

A message from the House of Representatives, by Mr. 
Chaffee, one of its clerks, announced that the Speaker had 
affixed his signature to the enrolled bill (H.R. 5081) to im- 
prove the navigability and to provide for the flood control 
of the Tennessee River; to provide for reforestation and 
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the proper use of marginal lands in the Tennessee Valley; 
to provide for the agricultural and industrial development 
of said valley; to provide for the national defense by the 
creation of a corporation for the operation of Government 
properties at and near Muscle Shoals, in the State of Ala- 
bama; and for other purposes, and it was signed by the 
Vice President. 


ENROLLED BILLS SIGNED 


The VICE PRESIDENT announced his signature to the 
following enrolled bills, which had previously been signed 
by the Speaker of the House of Representatives: 

S. 73. An act to authorize the Comptroller General to allow 
claim of district no. 13, Choctaw County, Okla., for payment 
of tuition for Indian puipls; 

S. 1410. An act to amend section 207 of the Bank Con- 
servation Act with respect to bank reorganizations; 

S. 1415. An act to amend sections 5200 and 5202 of the 
Revised Statutes, as amended, to remove the limitations on 
national banks in certain cases; and 

S. 1582. An act to amend section 1025 of the Revised 
Statutes of the United States. 

RATIFICATION BY MICHIGAN OF PROPOSED CHILD-LABOR AMEND- 
MENT TO CONSTITUTION 

The VICE PRESIDENT laid before the Senate the follow- 
ing concurrent resolution of the Legislature of the State of 
Michigan, which was ordered to lie on the table: 


Senate Concurrent Resolution 45 

A concurrent resolution proposing the ratification of the child- 
labor amendment to the Constitution of the United States. 

Whereas the Congress of the United States has, under the fifth 
article of the Constitution of the United States, proposed an 
amendment to said Constitution in the following words, to wit: 

“Sec. 1, The Congress shall have power to limit, regulate, and 
prohibit the labor of persons under 18 years of age. 

“Src. 2. The power of the several States is unimpaired by this 
article, except that the operation of State laws shall be suspended 
to the extent necessary to give effect to legislation by the Con- 


Now, therefore, be it 

Resolved by the senate (the house of representatives concur- 
ring), That the said amendment to the Constitution of the United 
States be, and the same is, hereby ratified; and be it further 

Resolved, That a certified copy of the foregoing resolution be 
forwarded by his excellency the Governor of the State of Michi- 
gan, to the Secretary of State of the United States, to the Pre- 
siding Officer of the United States Senate, and to the Speaker of 
the House of Representatives of the United States. 

Adopted by senate May 9, 1933. 

Adopted by house May 10, 1933. 

Don W. CANFIELD, 
Secretary of Senate. 
WYLER F. Gray, 
Clerk of House of Representatives. 
ALLEN E. STEBBINS, 
President of Senate. 
MARTIN R. BRADLEY, 
Speaker of the House of Representatives. 
PETITIONS AND MEMORIALS 

The VICE PRESIDENT laid before the Senate a resolu- 
tion adopted at a meeting of officers of the Farm Holiday 
Association of Rusk County, Wis., asking the removal from 
office of the Secretary of Agriculture, Mr. Wallace, because 
of his alleged opposition to the so-called Simpson-Norris 
cost-of-production amendment” to House bill 3835, the 
farm-relief bill, when pending in Congress, which was re- 
ferred to the Committee on Agriculture and Forestry. 

He also laid before the Senate a resolution adopted by 
the City Council of Two Rivers, Wis., favoring the issuance 
of national currency to municipalities on the pledge of their 
bonds, which was referred to the Committee on Banking 
and Currency. 

He also laid before the Senate a resolution adopted at a 
general meeting of the Northwestern Trust & Savings Bank 
depositors, Chicago, III., favoring the passage of legislation 
to relieve depositors of banks in liquidation, which was re- 
ferred to the Committee on Banking and Currency. 

He also laid before the Senate a resolution adopted by 
Old Glory Post, No. 2044, Veterans of Foreign Wars of the 
United States, of Daly City, Calif., opposing the formation 
of veterans’ bonus expeditionary forces to march upon 
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Washington, which was referred to the Committee on 
Finance. 

He also laid before the Senate a petition of sundry citi- 
zens of the State of California, praying that Congress re- 
store to service-connected disabled veterans their former 
benefits, rights, privileges, ratings, schedules, compensation, 
presumptions, and pensions, which was referred to the Com- 
mittee on Finance. 

He also laid before the Senate a telegram from W. R. 
Boyd, Jr., excutive vice president American Petroleum 
Institute, embodying a memorial adopted by that institute 
at its third midyear meeting in Tulsa, Okla., urging that no 
further burden of taxation be imposed upon the oil industry, 
that the Federal gasoline tax be discontinued, and that a 
general manufacturers’ sales tax be substituted for “the 
present oppressive and discriminatory excise taxes on a few 
commodities”, which was referred to the Committee on 
Finance. 

He also laid before the Senate a resolution adopted by 
members of the Farmers Union of Rusk County, Wis., favor- 
ing the making of adequate Federal provision to care for the 
disabled veterans, which was referred to the Committee on 
Finance. 

He also laid before the Senate a letter in the nature of a 
memorial from John Gannon, of Pollock, La., endorsing Hon. 
Huey P. Lone, a Senator from the State of Louisiana, and 
remonstrating against a senatorial investigation of his al- 
leged acts and conduct, which was referred to the Commit- 
tee on the Judiciary. 

He also laid before the Senate a letter in the nature of a 
petition from M. L. Wiggins, of Georgetown, La., praying 
for a senatorial investigation of alleged acts and conduct 
of Hon. Huxx P. Lone, a Senator from the State of Louisi- 
ana, which was referred to the Committee on the Judiciary. 

He also laid before the Senate a resolution adopted by 
the Pennsylvania State Hotel Association at Philadelphia, 
Pa., favoring the passage of the so-called “ Kelly bill” pro- 
viding an appropriation of $300,000,000 for Federal high- 
way construction, which was referred to the Committee on 
Post Offices and Post Roads. 

He also laid before the Senate a resolution adopted by the 
Beaumont (Tex.) Chamber of Commerce, protesting against 
the ratification of the St. Lawrence-Great Lakes Deep 
Waterway Treaty with Canada in its present form, which 
was ordered to lie on the table. 

He also laid before the Senate a letter from Wade H. 
Cooper, the Commercial National Bank, of Washington, D.C., 
expressing appreciation of the action of Congress in passing 
Senate bill 1410, allowing State banks to reorganize in the 
same manner as national banks, which was ordered to lie 
on the table. 

Mr. ROBINSON of Arkansas presented a communication 
from R. E. Lee Wilson, of Wilson, Ark., suggesting certain 
amendments to Senate bill 1580, the railroad relief bill, 
which was referred to the Committee on Interstate Com- 
merce. 


PROTEST AGAINST RECOGNITION OF SOVIET GOVERNMENT OF RUSSIA 

Mr. REED presented a resolution adopted by the Phila- 
delphia (Pa.) Board of Trade, which was referred to the 
Committee on Foreign Relations and ordered to be printed 
in the Recorp, as follows: 


EXTRACT FROM MINUTES OF STATED MEETING, PHILADELPHIA BOARD OF 
TRADE, HELD MAY 15, 1933 

Your Committee on Foreign and Coastwise Commerce submits 
the following preamble and resolution, protesting recognition of 
Soviet Russia by the United States: 

Whereas Russia’s vast land area together with its enormous 
natural resources create in that country a potential wealth 
which, to establish its people as a nation in the commercial rank 
and prestige to which they are justly entitled, needs only the 
stimulus of government grounded in strict administrative and 
commercial integrity, recognizing absolutely the basic principles 
upon which international trade is necessarily conducted; and 

Whereas trade with Russia under present conditions fails to 
justify diplomatic recognition by the United States of America 
for that communistic regime now administering domestic affairs 
and foreign policies of the Russian people, especially when it is 
appreciated that such action on behalf of the Federal Government 
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subversive political pro characterizing the Soviet 
international activities, FTF 
of our own nationals; and 

Whereas until a government for Russia is established which ac- 
knowledges due respect for the rights of all, regardless of class or 
creed, the attitude heretofore enunciated by the Department of 
State at Washington should, we believe, find endorsement in 
Congress: Therefore 

Resolved, That the Philadelphia Board of Trade hereby protests 
recognition by the United States of America of a government in 
Russia such as that now constituted in the Union of Soviet 
Socialist Republics maintained in power through military op- 
pression and social and economic policies opposed to American 
ideals of government, which ideals preserve and protect the 
lives of its citizens and their property rights. 

On motion the preamble and resolution were unanimously 
adopted. 


True copy. 
THE PHILADELPHIA BOARD or TRADE, 
PRI Gonery, President. 

Attest: 

[sEaL] Henry W. Wus, Secretary. 


BILLS AND JOINT RESOLUTION INTRODUCED 


Bills and a joint resolution were introduced, read the first 
time, and, by unanimous consent, the second time, and 
referred as follows: 

By Mr. CAPPER: 

A bill (S. 1718) granting a pension to Alma Blanche Ship- 
man (with accompanying papers); and 

A bill (S. 1719) granting a pension to Clarence Edward 
Shipman (with accompanying papers); to the Committee on 
Pensions. 

By Mr. REED: 

A bill (S. 1720) for the relief of Mary Ellen Tiefenthaler; 
to the Committee on Claims. 

By Mr. KING: 

A bill (S. 1721) granting certain lands to the University 
of Utah in Salt Lake County, Utah; to the Committee on 
Military Affairs. 

By Mr. JOHNSON: 

A bill (S. 1722) to extend certain letters patent; to the 
Committee on Patents. 

By Mr. FLETCHER: 

A bill (S. 1723) to amend the Reconstruction Finance 
Corporation Act, as amended, to remove limitations upon the 
aggregate amount of funds which the Corporation may lend 
to aid in the reorganization or liquidation of banks and 
savings banks, either closed or in process of liquidation; to 
the Committee on Banking and Currency. 

By Mr. HARRISON: 

A joint resolution (S.J.Res. 55) extending for 1 year the 
time within which American claimants may make applica- 
tion for payment, under the Settlement of War Claims Act 
of 1928, of awards of the Mixed Claims Commission and of 
the Tripartite Claims Commission; to the Committee on 
Finance. 

REGULATION OF BANKING—AMENDMENTS 

Mr. FLETCHER and Mr. DILL each submitted an amend- 
ment intended to be proposed by them, respectively, to Sen- 
ate bill 1631, the banking bill, which were ordered to lie on 
the table and to be printed. 

Mr. VANDENBERG submitted an amendment intended 
to be proposed by him to Senate bill 1631, the banking bill, 
which was ordered to lie on the table, to be printed, and to 
be printed in the Rrecorp, as follows: 

On page 44, end of line 15, add new section: 

“Sec. 120. (a). There is hereby created a temporary Federal 
bank-deposit insurance fund (hereinafter referred to as the fund), 
effective July 1, 1933, whose duty it shall be to insure certain 
deposits until July 1, 1934, when the Federal Bank Deposit Insur- 
ance Corporation begins to operate. 

“(b) Each member bank of the Federal Reserve System which 
is now or hereafter licensed by the Secretary of the , pur- 
suant to the authority vested in him by the President’s — 
tion of March 10, 1933, shall become a member of such fund in 
respect to each of its several deposits not in excess of $2,500, and 
in respect to the first $2,500 of any deposit in excess thereof: 
Provided, That section 12C shall not apply to any impounded or 
otherwise restricted deposit (except such restrictions as have been 
or may be proclaimed by the Secretary of the Treasury), or 
impounded or restricted portion thereof. 


“(c) Any State bank which is not a member of the Federal 
Reserve System, but which is certified by the State’s chief bank- 
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ing authority as solvent in respect to its free deposits in the date 
of application for membership in the fund, shall, upon application, 
become a member of said fund in respect to each of its several 
deposits not in excess of $2,500, and in respect to the first $2,500 
of any deposit in excess thereof: Provided, That section 12C shall 
not apply to any impounded or otherwise restricted deposit (except 
such restrictions as have been or may be proclaimed by the 
Secretary of the Treasury). 

d) Each member of the fund shall file with the fund prior 
to July 1, 1933, a sworn statement of the number and amount of 
its deposits, as of June 1, 1933, which would be eligible for insur- 
ance under this section, together with a certified check for one 
half of 1 percent of the total deposits thus certified. A similar 
certification shall be made on January 1, 1934, together with a 
certified check for one half of 1 percent of any increase in the total 
certification. 

“(e) Each member of the fund shall be subject to one assess- 
ment of an additional one half of 1 percent (the same amount 
as accompanied its application and its payment, if any, on Janu- 
ary 1, 1934) at any time prior to July 1, 1934, if the fund requires 
this additional revenue to meet its obligations as hereinafter 
defined. 

“(f) During the life of the fund no member of the fund shall 
pay in excess of 2½ percent per annum interest on any insured 
deposit. 

“(g) Whenever any member of the fund shall haye been closed 
by appropriate legal authority the fund shall pay to each insured 
depositor as soon as possible thereafter the amount of his insured 
deposit on the date of such closing. After such payment the fund 
shall be subrogated to all rights against the closed bank of the 
owners of such deposits and shall be entitled to receive the same 
dividends from the proceeds of the assets of such closed bank as 
would have been payable to each such depositor in respect to the 
insured deposit. 

“(h) In the event that the fund shall be unable to pay any of 
its obligations when due the Secretary of the Treasury shall pay 
the amount thereof which is hereby authorized to be appropriated 
out of any moneys in the Treasury not otherwise appropriated. 
If any such advances are made by the Secretary of the Treasury, 
they shall be subsequently reimbursed to the Treasury by the 
Federal Bank Deposit Insurance Corporation to the extent of the 
proceeds of a annual assessment, for not to exceed 10 years 
after July 1, 1934, of one fourth of 1 percent of the total insured 
deposits of the members of the fund on January 1, 1934, which 
the Corporation is hereby authorized to collect. 

“(i) In the event that the fund shall pay all of its obligations 
without recourse to the authority contained in the subsection 
(h), any balance remaining therein on July 1, 1934, when the life 
of the fund terminates, shall be transferred to the Federal Bank 

t Insurance Corporation. 

“(j) The fund shall be a body corporate with power to adopt 
and use a corporate seal; to make contracts; to sue and be sued, 
complain and defend in any court of law or equity, State or Federal; 
to appoint by its board of directors, which shall consist of the 
members of the Federal Reserve Board, such officers and employees 
as may be necessary to carry out the powers granted to the fund 
by this act; to define their duties, fix their compensation, require 
bonds of them and fix the penalty thereof, and to dismiss at 
pleasure such officers or employees; to prescribe by its board of 
directors bylaws not inconsistent with law, regulating the manner 
in which its general business may be conducted and the privileges 
granted to it by law may be exercised and enjoyed; and to exer- 
cise by its board of directors, or duly authorized officers or agents, 
all powers specifically granted by this act and such incidental 
powers as shall be necessary to carry out the powers so granted. 
No member of the board of directors of the fund shall receive 
any additional compensation for his services as such member. 

“(k) There is hereby authorized to be appropriated, out of any 
money in the Treasury not otherwise appropriated, the sum of 
$10,000,000, which shall be made available to the fund for the 
purpose of any of its expenses or obligations. 

“(1) All obligations of the fund shall cease on July 1, 1934. 
Thereafter it shall function solely in the collection of any liqui- 
dating dividends still due, as defined in subsection (g). The net 
proceeds of these subsequent collections shall be paid into the 
Federal Bank Deposit Insurance Corporation unless there is an un- 
reimbursed balance due the Treasury under subsection (h), in 
which event they shall be paid into the Treasury.” 


EXPENSES OF IMPEACHMENT TRIAL OF JUDGE LOUDERBACK 


Mr. BYRNES submitted the following resolution (S.Res. 
82), which was referred to the Committee to Audit and 
Control the Contingent Expenses of the Senate: 

Resolved, That $20,000 hereby is authorized to be expended from 
the contingent fund of the Senate in addition to the amount 


previously authorized to defray the expenses in the impeachment 
trial of Judge Louderback. 


EXECUTIVE SESSION 
Mr. ROBINSON of Arkansas. Mr. President, I move that 
the Senate proceed to the consideration of executive busi- 
ness. 


The motion was agreed to; and the Senate proceeded to 
the consideration of executive business. 
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REPORTS OF COMMITTEES 

The PRESIDING OFFICER (Mr. Hesert in the chair). 
Reports of committees are in order. 

Mr. ROBINSON of Arkansas, for Mr. Harrison, from the 
Commitiee on Finance, reported favorably the following 
nominations: 

Surg. Walter L. Treadway to be senior surgeon in the 
Public Health Service, to rank as such from July 28, 1933; 

William Alexander Julian, of Ohio, to be Treasurer of the 
United States, in place of Walter O. Woods, resigned; and 

The following-named surgeons to be senior surgeons in the 
Public Health Service, to rank as such from the dates set 
opposite their names: 

Lionel E. Hooper, May 14, 1933; and 

Francis A. Carmelia, May 19, 1933. 

The PRESIDING OFFICER. The nominations will be 
placed on the calendar. 


LEO O. COLBERT 


Mr. STEPHENS. Mr. President, I report favorably from 
the Committee on Commerce the nomination of Leo O. Col- 
bert, of Massachusetts, as a member of the Mississippi River 
Commission. 

This gentleman has been appointed a member of this 
Commission, which left St. Louis, Mo., this morning at 9 
o’clock to make its regular spring trip on the Mississippi 
River, and it is desired that Mr. Colbert join the party as 
early as possible. Therefore I am going to ask unanimous 
consent for immediate consideration of the nomination, and, 
if it is confirmed, that the President be notified. 

Mr. McNARY. Mr. President, I usually have objected to 
requests of this nature, as the Recorp will indicate, but this 
case is really an emergency, and I have no objection. 

Mr. CLARK. Mr. President, the law provides that one 
member of the Mississippi River Commission shall be from 
the Coast and Geodetic Survey. Is this gentleman appointed 
as the Coast and Geodetic Survey member of the Com- 
mission? 

Mr. STEPHENS. He is. 

The PRESIDING OFFICER. Is there objection to the 
immediate confirmation of the nomination? The Chair 
hears none, and the nomination is confirmed. 

Mr. STEPHENS. Mr. President, I ask unanimous con- 
sent that the President may be notified of the confirmation. 

Mr. McNARY. I will state again that I usually object 
to requests of this kind, but on account of the emergency 
in this case, I withhold objection. 

The PRESIDING OFFICER. Is there objection? The 
Chair hears none, and the President will be notified. 

RECESS 


Mr. ROBINSON of Arkansas. Mr. President, I move that 
the Senate take a recess until immediately following the 
conclusion of its proceedings sitting as a Court of Impeach- 
ment on tomorrow. 

The motion was agreed to; and (at 5 o’clock and 50 min- 
utes p.m.) the Senate, as in legislative session, took a recess 
until the conclusion of the proceedings of the Senate sitting 
as a Court of Impeachment on tomorrow, Friday, May 19, 
1933, the hour of meeting of the Senate sitting as a Court 
of Impeachment being 10 o’clock a.m. 


NOMINATIONS 
Executive nominations received by the Senate May 18 
(legislative day of May 15), 1933 
DEPUTY COMMISSIONER IN THE BUREAU OF FISHERIES 

Charles E. Jackson, of South Carolina, to be Deputy Com- 
missioner in the Bureau of Fisheries, vice Lewis Radcliffe, 
resigned. 

APPOINTMENTS IN THE REGULAR ARMY 
To be major general 

Brig. Gen. George Sherwin Simonds, from February 11, 

1933, vice Maj. Gen, Edgar T. Collins, died February 10, 1933. 
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To be The Adjutant General, with the rank of major general, 
for a period of 4 years from date of acceptance, with rank 
from February 2, 1933 
Brig. Gen. James Fuller McKinley, Assistant The Adjutant 

General, vice Maj. Gen. Charles H. Bridges, The Adjutant 

General, whose term of office expired February 1, 1933. 

To be Chief of the Chemical Warfare Service, with the rank 
of major general, for a period of 4 years from date of 
acceptance, with rank from May 9, 1933 
Col. Claude Ernest Brigham, Chemical Warfare Service, 

vice Maj. Gen. Harry L. Gilchrist, Chief of the Chemical 

Warfare Service, whose term of office expired May 8, 1933. 

To be Chief of Infantry, with the rank of major general, for 
a period of 4 years from date of acceptance, with rank 
from May 6, 1933 
Col. Edward Croft, Infantry, vice Maj. Gen. Stephen O. 

Fuqua, Chief of Infantry, whose term of office expired May 5, 

1933. 

To be brigadier generals 

Col. Alfred Theodore Smith, Infantry, from January 1, 
1933, vice Brig. Gen. Paul A. Wolf, retired from active 
service December 31, 1932. 

Col. Francis LeJau Parker, Cavalry, from February 1, 1933, 
vice Brig. Gen. Samuel D. Rockenbach, retired from active 
service January 31, 1933. 

Col. Pegram Whitworth, Infantry, from March 19, 1933, 
vice Brig. Gen. Harry Burgess, died March 18, 1933. 

Col. Sherwood Alfred Cheney, Corps of Engineers, from 
April 1, 1933, vice Brig. Gen. Robert McCleave, retired from 
active service March 31, 1933. 

Col. David Lamme Stone, Infantry, vice Brig. Gen. George 
S. Simonds, nominated for appointment as major general. 
To be Assistant The Adjutant General, with the rank of 

brigadier general, for a period of 4 years from date of 

acceptance 

Col. Edgar Thomas Conley, Adjutant General’s Depart- 
ment, vice Brig. Gen. James F. McKinley, Assistant The Ad- 
jutant General, nominated for appointment as The Adju- 
tant General. 

To be assistant to the Surgeon General, with the rank of 
brigadier general, for a period of 4 years from date of 
acceptance, with rank from January 1, 1933 
Col. Albert Ernest Truby, Medical Corps, vice Brig. Gen. 

Edward L. Munson, assistant to the Surgeon General, re- 

tired from active service December 31, 1932. 

To be Chief of the Bureau of Insular Affairs, with the rank 
of brigadier general, for a period of 4 years from date of 
acceptance, with rank from January 9, 1933 
Col. Creed Fulton Cox, Field Artillery, vice Brig. Gen. 

Francis LeJ. Parker, Chief of the Bureau of Insular Affairs, 

whose term of office expired January 8, 1933. 

APPOINTMENT IN THE OFFICERS’ RESERVE CORPS OF THE ARMY 

GENERAL OFFICER 
To be brigadier general, reserve 

Brig. Gen. Alvin Horace Hankins, Washington National 
Guard, from May 12, 1933. 

PROMOTIONS IN THE NAVY 


Commander Randall Jacobs to be a captain in the Navy 
from the 5th day of April 1933. 

Lt. John W. Roper to be a lieutenant commander in the 
Navy from the ist day of October 1932. 

Lt. Franz O. Willenbucher to be a lieutenant commander 
in the Navy from the 1st day of January 1933. 

Lt. William N. Updegraff to be a lieutenant commander in 
the Navy from the 1st day of February 1933. 

Lt. William E. Clayton to be a lieutenant commander in 
the Navy from the ist day of April 1933. 

Lt. John H. Cassady to be a lieutenant commander in 
the Navy from the 5th day of April 1933. 

Lt. (Jr. Gr.) Howell C. Fish to be a lieutenant in the Navy 
from the 14th day of January 1933. 
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Lt. (Jr. Gr.) Thomas H. Templeton to be a lieutenant in 
the Navy from the ist day of February 1933. 

Lt. (Jr. Gr.) Edwin R. Wilkinson to be a lieutenant in the 
Navy from the 1st day of February 1933. 

Lt. (Jr. Gr.) Wayne N. Gamet to be a lieutenant in the 
Navy from the 1st day of March 1933. 

Lt. (Jr. Gr.) Theodore J. Shultz to be a lieutenant in the 
Navy from the 1st day of April 1933. 

Lt. (Jr. Gr.) Edward W. Young to be a lieutenant in the 
Navy from the 5th day of April 1933. 

Lt. Comdr. Thomas W. Mather to be a lieutenant com- 
mander in the Navy from the 4th day of June 1931, to cor- 
rect the date of rank as previously nominated and confirmed. 

Lt. Comdr. Byron J. Connell to be a lieutenant commander 
in the Navy, from the 5th day of October 1931, to correct the 
date of rank as previously nominated and confirmed. 

Lt. Comdr. Arthur Gavin to be a lieutenant commander in 
the Navy, from the 29th day of December 1931, to correct 
the date of rank as previously nominated and confirmed. 

Lt. Comdr. Andrew Crinkley to be a lieutenant commander 
in the Navy, from the ist day of January 1932, to correct the 
date of rank as previously nominated and confirmed. 

Lt. Comdr. George L. Compo to be a lieutenant commander 
in the Navy, from the 1st day of February 1932, to correct 
the date of rank as previously nominated and confirmed. 

Lt. Comdr. William J. Graham to be a lieutenant com- 
mander in the Navy, from the Ist day of March 1932, to 
correct the date of rank as previously nominated and 
and confirmed. 

The following-named surgeons to be surgeons in the Navy, 
with the rank of lieutenant commander, from the Ist day of 
January 1932, to correct the date of rank as previously nomi- 
nated and confirmed. 

Charles G. Terrell 

Howell C. Johnston 

The following-named paymasters to be paymasters in the 
Navy, with the rank of lieutenant commander, from the 1st 
day of January 1932, to correct the date of rank as pre- 
viously nominated and confirmed: 

Francis L. Gaffney Maurice M. Smith 

Russell D. Calkins John A. Fields 

Paymaster Dillon F. Zimmerman to be a paymaster in the 
Navy, with the rank of lieutenant commander, from the ist 
day of March 1932, to correct the date of rank as previously 
nominated and confirmed. } 

Lt. (Jr. Gr.) Philip F. Wakeman to be an assistant naval 
constructor in the Navy, with the rank of lieutenant (junior 
grade), from the 7th day of June 1931. 

The following-named lieutenants (junior grade) to be 
assistant naval constructors in the Navy, with the rank of 
lieutenant (junior grade), from the 6th day of June 1932: 

Leslie E. Richardson. 

Howard R. Garner. 

The following-named ensigns to be assistant naval con- 
structors in the Navy, with the rank of ensign, from the 5th 


day of June 1930: 

Harold M. Heiser Robert T. Sutherland, Jr. 

Stanley M. Alexander Harry W. Englund 

Oscar M. Browne, Jr. Marvin H. Gluntz 

Robert E. Perkins 

Carpenter Harold S. Hamilton to be a chief carpenter in 
the Navy, to rank with but after ensign, from the 19th day 
of March 1933. 

Pay Clerk William F. Bogar to be a chief pay clerk in the 
Navy, to rank with but after ensign, from the ist day of 
March 1933. 

The following-named midshipmen to be ensigns in the 
Navy, revocable for 2 years, from the Ist day of June 1933: 


Louis H. Albiston Samuel Bertolet 
Howard W. Anderson James S. Bethea 
Frank R. Arnold James V. Bewick 
Frederick L. Ashworth Horace V. Bird 
Henry F. Banzhaf Thompson Black, Jr. 
Robert H. Barnum John T. Blackburn 
James L. Beam Francis L. Blakelock 
Carter L. Bennett Walter L. Blatchford 


Francis J. Blouin 
Walter S. Bobo, jr. 
Joseph H. Bourland 
Harold G. Bowen, Jr. 
Merle F. Bowman 
Francis E. Brown 
James O. Brown 
Frederick W. Bruning 
Paul D. Buie 

James B. Burrow 
Paul W. Burton 
Clarence M. Caldwell 
Clifford M. Campbell 
James H. Campbell 
Allan M. Chambliss 
Jay V. Chase 
Benjamin B. Cheatham 
Harold F. Christ 
Warren B. Christie 
Thomas A. Christopher 
Merrill K. Clementson 
James O. Cobb 
Thomas F. Connolly 
Lester C. Conwell 
Richard G. Copeland 
Joseph P. Costello 
John S. Coye, Jr. 
Robert W. Curtis 
Charles A. Curtze 
Edgar M. Davenport 
Roy M. Davenport 
Lewis M. Davis, Jr. 
Ray Davis 

William L. Dawson 


Richard B. Derickson, Jr. 


John R. Dillon 
Norman J. Drustrup 
Charles K. Duncan 
James M. Elliott 
Joseph F. Enright 
Arthur K. Espenas 
Robert E. Fair 

Frank S. Fernald 
Charles W. Fielder 
James H. Fortune, Jr. 
William C. Fortune 
Everett J. Foster 
James G. Franklin 
Charles T. Fritter 
Herbert S. Fulmer, Jr. 
Raymond L. Fulton 
Raymond D. Fusselman 
Ignatius J. Galantin 
Robert A. Gallagher 
Antone R. Gallaher 
Norman W. Gambling 
John A. Gamon, Jr. 
Philip W. Garnett 
Robert E. Garrels 
Charles F. Garrison 
Richard C. Gazlay 
Robert M. Gibbons 
James B. Grady 
Murray Hanson 
Donovan B. Harby 
Ward F. Hardman 
Irvin S. Hartman 
Enrique D. Haskins 
Burden R. Hastings 
Julian S. Hatcher, Jr. 
Clinton J. Heath 
Luther C. Heinz 

Ezra G. Howard 
William S. Howell 
George K. Hudson 
Albert C. Ingels 
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Robert H. Isely 
Charles B. Jackson, Jr, 
Edward F. Jackson 
Raymond B. Jacoby 
Ernest Lee Jahncke, Jr. 
Carlton B. Jones 
Thomas A. Jones 
Stephen Jurika, Jr. 
William R. Kane 
James G. Kastein 
Robert A. Keating, Jr. 
Richard L. Kibbe 
Nova B. Kiergan, Jr. 
Leland P. Kimball, Jr. 
George O. Klinsmann 
Joseph W. Koenig 
Donald O. Lacey 
George H. Laird, Jr. 
David Lambert 
Richard Lane 

Willard R. Laughon 
Robert W. Leach 
Edward P. Lee, Jr. 
Lamar Lee, Jr. 

John S. Lehman 
Hayden L. Leon 
Harry M. Lindsay, Jr. 
Frank V. List 

Edwin E. Lord, 3d 
Charles E. Loughlin 
Kenneth Loveland 
Michael J. Luosey 
Harold A. MacDonald 
William W. R. Macdonald 
Donald E. MacIntosh 
Robert A. Macpherson 
Robert B. Madden 
Louis J. Majewski 
Joseph I. Manning 
Laurence H. Marks 
David L. Martineau 
Paul Masterton 

Dale Mayberry 

Harry C. Maynard 
Robert McAfee 

John J. McCormack, Jr. 
Joseph C. McGoughran 
Hugh R. McKibbin 
Robert H. McRae 
Bernard H. Meyer 
Clayton L. Miller 
Edwin S. Miller 
George H. Miller 
Richard L. Mohan 
Charles L. Moore, Jr. 
Thomas H. Moorer 
Charles C. Morgan 
John C. Morgan 
Thomas H. Morton 
Gordon Murphy 

Karl F. Neupert 
Walter H. Newton, Jr. 
Thomas P. O’Connell 
James R. Ogden 
Robert I. Olsen 

Jay T. Palmer 
Thomas V. Peters 
John L. Phillips, Jr. 
Ludwell R. Pickett 
William V. Pratt, 2d 
Ralph M. Pray 
George M. Price 
Bertram J. Prueher 
Frederick W. Purdy 
John Ramee 

Reginald M. Raymond 
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James R. Reedy 
Edward S. Rhea, Jr. 
Gilbert H. Richards, Jr. 
Robert S. Riddell 
Charles E. Robertson 
Jack W. Roe 

George D. Roullard 
Henry P. Rumble 
Baxter L. Russell 


Milton G. Stephens 
Lemuel M. Stevens, Jr. 
Louis J. Stocker 

Bernard M. Strean 

Henry D. Sturr 

Ralph E. Styles 

William H. Sublette 
Millener W. Thomas 
Raymond W. Thompson, Jr. 


Selby K. Santmyers Carl Tiedeman 
Ralph N. Sargent, Jr. Malcolm H. Tinker 
Arnold F. Schade Jack C. Titus 


Henry E. Schmid 
Wallace A. Schmid 
Earle C. Schneider 
Frank D. Schwartz 
Everett E. Seagroves 
Seth S. Searcy, Jr. 
Wiliam E. Shafer 
John Shannon 
Edward E. Shelby 
Martin A. Shellabarger 
Albert L. Shepherd 
Frederick W. Sheppard 
Ralph L. Shifley 
Kenneth S. Shook 
Frank M. Slater 
Francis J. Smedley 
Robert H. Solier 
Owen E. Sowerwine 
Otto W. Spahr, Jr. 
Paul L. Stahl 

John M. Steinbeck 


The following-named midshipmen to be assistant pay- 
masters in the Navy, with the rank of ensign, revocable for 
2 years, from the 1st day of June 1933: 

James E. Bullock Ross G. Linson 

Earnest G. Campbell Albert F. Ryan, Jr. 

James S. Dietz Donald W. Twigg 

DeWitt C. T. Grubbs, Jr. Paul L. Weintraub, Jr. 


MARINE CORPS 


The following-named midshipmen to be second lieuten- 
ants in the Marine Corps, revocable for 2 years, from the 
Ist day of June 1933: 

Edward Eugene Authier 

Joslyn Rigby Bailey 

Nixon Leslie Ballard 

Etheridge Charles Best 

Robert Oliver Bowen 

Frederick Schaffer Bronson 

James Fraser Climie 

William Edward Erwin, Jr. 

Donald Walker Fuller 

William Archibald Kengla 

Alfred Thomas Magnell 


Jack J. Tomamichel 
James F. Tucker 
Vernon C. Turner 
John A. Tyres, Jr. 
James J. Vaughan 
Theodore R. Vogeley 
Louis E. Von Woglom 
Ruben E. Wagstaff 
Frederick H. Wahlig 
Thomas H. Ward 
John B. Weeks 

George Wendelburg 
Waldemar F. A. Wendt 
James W. White 
Richard D. White 
Bruce E. Wiggin 
Joseph W. Williams, Jr. 
Archie T. Wright, Jr. 
Gerald R. Wright 
Herbert C. Yost 


James Marvin Masters, Jr. 

David Stockton McDougal 

Wilbur James McNenny 

Guy Marion Morrow 

James Rockwell 

Theodore Carlyle Turnage, 
Jr. 

Marshall Alvin Tyler 

Sidney Scott Wade 

Paul Eugene Wallace 


CONFIRMATION 
Executive nomination confirmed by the Senate May 18 
(legislative day of May 15), 1933 
MEMBER OF THE MISSISSIPPI RIVER COMMISSION 
Leo O. Colbert to be a member of the Mississippi River 
Commission. 


HOUSE OF REPRESENTATIVES 


THURSDAY, MAY 18, 1933 


The House met at 12 o'clock noon. 
Rev. Charles A. Hall, Main Street Baptist Church, Luray, 
Va., offered the following prayer: 


We thank Thee, our Heavenly Father, for the beauty of 
this wonderful day that is ours. We thank Thee for this 
Nation that Thou hast given unto us and preserved unto this 
day. We thank Thee for this Government of ours, for this 
group of men who are in the hands of God, as we trust to 
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make laws for the betterment of the peoples of the earth, 
as well as our Nation. We invoke Thy divine favor upon 
each and all, and in their deliberations may they be led of 
Thy divine Spirit, that their hearts may be touched with the 
great heart of God, and may pulsate the very will of God 
with reference to the people to whom they are responsible. 
Bless the President of the United States and all who are in 
authority. Hold the hand of the Speaker of this House and 
guide and guard every thought and every deed here. Con- 
tinue Thy blessings upon this great Nation of ours and the 
people of all the world. We ask it in the name and for the 
sake of Jesus Christ, our adorable Lord. Amen. 


The Journal of the proceedings of yesterday was read and 
approved. 


MESSAGE FROM THE SENATE 


A message from the Senate, by Mr. Horne, its enrolling 
clerk, announced that the Senate had passed the following 
resolution: 

Senate Resolution 81 
May 15 (calendar day May 17), 1933 


Resolved, That the Senate has heard with profound sorrow the 
announcement of the death of Hon. CHARLES HILLYER Brann, late 
a Representative from the State of Georgla. 

Resolved, That a committee of two Senators be appointed by the 
Vice President to join the committee appointed on the part of the 
House of Representatives to attend the funeral of the deceased 
Representative. 

Resolved, That the Secretary communicate these resolutions to 
the House of Representatives and transmit a copy thereof to the 
family of the deceased. 

Resolved, That as a further mark of respect to the memory of 
the deceased Representative the Senate do now take a recess until 
the conclusion of the session of the Senate sitting as a Court of 
Impeachment on tomorrow. 


The message also announced that in compliance with the 
foregoing resolution the Vice President had appointed Mr. 
Grorce and Mr. RUSSELL a committee on the part of the 
Senate to join a similar committee on the part of the House 
to attend the funeral of the deceased Representative. 


EXPLANATION OF VOTE 


Mr. MARTIN of Colorado. Mr. Speaker, I wish to state 
that when the roll was called on yesterday on the Muscle 
Shoals conference report the Colorado delegation was in 
conference with the Senators from Colorado on the acute 
unemployment and relief situation in that State, and were 
therefore unavoidably absent. If present, they would have 
voted “ yea on the report. 

Mr. CLARKE of New York. Will the gentleman yield? 

Mr. MARTIN of Colorado. I yield. 

Mr. CLARKE of New York. Did that conference have 
any concern regarding deserving Democrats? 

Mr. MARTIN of Colorado. We are not discriminating out 
in our State. I will say to the gentleman we are feeding 
Republicans and all. 

BANKING BILL 

Mr. GOLDSBOROUGH. Mr. Speaker, by direction of the 
Chairman of the Committee on Banking and Currency I am 
directed to ask unanimous consent that that committee may 
have until midnight tonight to file its report on the bill 
(H.R. 5661) to provide for the safer and more effective use 
of the assets of banks, to regulate interbank control, to pre- 
vent the undue diversion of funds into speculative opera- 
tions, and for other purposes. 

The SPEAKER. Is there objection to the request of the 
gentleman from Maryland? 

Mr. COCHRAN of Missouri. Reserving the right to ob- 
ject, is this bill similar to the Glass bill? 

Mr. GOLDSBOROUGH. No. It is a House bill which 
contains no branch banking and contains no bank-deposit 
guaranty plan. 

Mr. COCHRAN of Missouri. I should like to ask the gen- 
tleman why the hurry? 

Mr. GOLDSBOROUGH. Is the gentleman going to ob- 
ject to the filing of our report? 

Mr. COCHRAN of Missouri. I do not know whether I 
will or not. If the gentleman can give me some informa- 
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tion I think the House is entitled to, it may be that I will 
not object. 

Mr. GOLDSBOROUGH. I shall be glad to give the gentle- 
man any information I can. 

Mr. COCHRAN of Missouri. I want to know whether the 
President of the United States is for this bill. A newspaper 
article states he does not favor its enactment at this time. 

Mr. GOLDSBOROUGH. Well, the gentleman has the 
privilege of asking him. I cannot speak for the President 
of the United States. 

Mr. COCHRAN of Missouri. It seems to me the com- 
mittee should find out. It is my understanding that this 
session of Congress was called for the purpose of passing 
legislation recommended by the President to meet the emer- 
gency, and I do not think we should be considering bills 
except those recommended by the President. I see no hurry 
in making this report. I think we must all admit the Presi- 
dent has a man’s job on his hands. No one can deny that 
he has more than demonstrated that he is big enough to 
deal with it. Now, my thought is—and I am not consider- 
ing the merits of this legislation—that we should be 
extremely careful to refrain from doing anything that will 
upset the President’s plans. Why not wait until the Presi- 
dent says, I want such legislation? Who can tell but this 
bill or some other bill that we might pass will embarrass the 
President? I am supporting his recommendations, and if 
he says he wants this measure, I will help pass it; but untii 
then let him do the driving. He is making a good job of it. 

Solely because I think it most essential that in a matter 
of this kind we should have some expression from the Presi- 
dent before giving our approval to this bill, I object to the 
request. 

INSURANCE LEGISLATION 


Mr. GOLDSBOROUGH. Mr. Speaker, by direction of the 
Chairman of the Committee on Banking and Currency, 1 
ask unanimous consent that that committee may have until 
midnight tonight to file a report on the bill (S. 1094) to 
provide for the purchase by the Reconstruction Finance 
Corporation of preferred stock and/or bonds and/or deben- 
tures of insurance companies. 

The SPEAKER. Is there objection to the request of the 
gentleman from Maryland [Mr. GOLDSBOROUGH]? 

Mr. KELLER. Reserving the right to object, I would like 
to ask if the banking bill has been printed? 

Mr. GOLDSBOROUGH. It has been printed and is avail- 
able this morning. 

Mr. SNELL. Reserving the right to object, I would like to 
ask the gentleman what the last bill referred to covers? 

Mr. GOLDSBOROUGH. It is a bill introduced by Mr. 
STEAGALL in the House. It is not like the Glass bill. It pro- 
vides for the separation of affiliates from banks. 

Mr. SNELL. There are two banking bills, then? 

Mr. GOLDSBOROUGH. No. There is one banking bill. 

Mr. SNELL. I thought the gentleman just asked unani- 
mous consent to file a report on a banking bill, and now is 
asking another. 

Mr. GOLDSBOROUGH. The last request was with ref- 
erence to the insurance bill. 

Mr. McFADDEN. Reserving the right to object, did I 
understand the gentleman to say that the question of affil- 
iates was in the insurance bill? 

Mr. GOLDSBOROUGH. Oh, no. I was discussing the 
banking bill. 

Mr. BLANTON. This Congress before it adjourns must 
provide for the absolute guarantee of all bank deposits. It 
being such an important question, I sincerely hope that one 
objection is not going to prevent the gentleman or his com- 
mittee from filing a report expeditiously on a proper bank 
guaranty bill. Will the one objection stop it? 

Mr. GOLDSBOROUGH. No. 

Mr. BLANTON. It is such an important matter that it 
should be filed today, and we ought to pass the bill to- 
morrow. - 

Mr. GOLDSBOROUGH. I want to say that our purpose 
was this: The House is at leisure now, and we were ex- 
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tremely anxious to have the House consider the bank 
guaranty bill tomorrow. 

Mr. BLANTON. If the gentleman could get his report 
here today before we adjourn, the bill could be taken up 
and passed tomorrow? 

Mr. GOLDSBOROUGH. That is correct; yes. 

Mr. McFADDEN. May I make this remark in connection 
with what the gentleman from Texas has just said, that 
there are many important matters in this banking bill other 
than the guarantee of deposits. 

Mr. BLANTON. But there is not anything more impor- 
tant to the American people just now than to have their 
deposits in banks guaranteed, and they are not going to 
have any more faith in banks until that is done. 

Mr. McFADDEN. While that is being done, I should like 
to suggest to the gentleman and to the House that we must 
not permit a lot of things to slip through in this bill which 
are particularly objectionable. 

Mr. BLANTON. Oh, certainly not. 
proper bill to guarantee all bank deposits. 

Mr. McFADDEN. There should be plenty of time given 
to consider this important matter. 

Mr. RANKIN. Reserving the right to object, and I shall 
not object, I should like to ask the gentleman from Mary- 
land [Mr. GotpsBoroucH] how long it would take to prepare 
his report on the banking bill? 

Mr. GOLDSBOROUGH. We were afraid the House would 
adjourn early today. Of course, if the House should remain 
in session until 3 or 4 o’clock, we will have the report ready. 

Mr. RANKIN. If we should hold the House in session 
until 5 or 6 o'clock, will that give plenty of time for the 
gentleman to file his report? 

Mr. GOLDSBOROUGH. Absolutely. 

Mr. RANKIN. I for one will help to hold the House in 
session until that report can be prepared. 

Mr. WEIDEMAN. Mr. Speaker, reserving the right to ob- 
ject, and I shall not object, if the bill H.R. 5661 were 
brought before the House at this time it would give the 
Members more time for free discussion of the bill, would 
it not? 

Mr. GOLDSBOROUGH. Yes. 

Mr. WEIDEMAN. And that is why the gentleman is 
anxious to have the bill brought up now? 

Mr. GOLDSBOROUGH. Les. , 

Mr. WEIDEMAN. I shall cooperate in holding the House 
here. 

Mr. PATMAN. Mr. Speaker, reserving the right to object, 
is it the gentleman’s intention to bring the bill up tomorrow? 

Mr. GOLDSBOROUGH. That is what we would like to 
do. Of course we do not know whether or not the leader- 
ship of the House will cooperate with us in this behalf, but 
that was the reason for the request. 

Mr. PATMAN. And if this request is granted there will 
be more liberal time to discuss the bill. 

Mr. GOLDSBOROUGH. We will try to bring it up to- 
morrow if we get this permission. 

Mr. KELLER. We ought to have time to study this bill 
if we are expected to discuss it. I have been working on 
this for a long time. I think I shall work with the com- 
mittee, but we ought to have an opportunity to study the 
report before we are expected to consider the bill, for what 
is the use of getting up here and talking and talking about 
a matter when we do not know what we are talking about? 
We ought to have the information before us. 

Mr. COCHRAN of Missouri. Mr. Speaker, a parliamen- 
tary inquiry. 

The SPEAKER. The gentleman will state it. 

Mr. COCHRAN of Missouri. I objected to the gentle- 
man’s first request, and I shall renew that objection. I have 
no objection to the second request, to report the insurance 
bill. 

Mr. GOLDSBOROUGH. This is the insurance bill. 

Mr. COCHRAN of Missouri. To his first request I still 
object. 


We must pass a 
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Mr. SNELL. Mr. Speaker, reserving the right to object, is 
it the intention of the chairman of the committee to bring 
this insurance bill up before tomorrow? 

Mr. GOLDSBOROUGH. Not as far as I know. All we 
were trying to do was to bring up the bank bill tomorrow. 

Mr. SNELL. Then it is not expected that the insurance 
bill will be brought up before tomorrow? 

Mr. GOLDSBOROUGH. No. 

THIRD DEFICIENCY BILL, FISCAL YEAR 1933 


Mr. BUCHANAN presented the conference report on the 
bill H.R. 5390, the third deficiency bill, for printing under 
the rule. 

PERMISSION TO ADDRESS THE HOUSE 

Mr. HOWARD. Mr. Speaker, I ask unanimous consent 
that at 12:30 I may address the House for 10 minutes. 

Mr. SNELL. Mr. Speaker, reserving the right to object, 
what is going to happen between now and 12:30? 

Mr. HOWARD. Mr. Speaker, I will explain that a lady 
wishes to see me at the door, and I cannot get back before 
that time. [Laughter.] 

Mr. PARSONS. Mr. Speaker, reserving the right to object, 
I understand there is not going to be very much to do today, 
and that after the preliminaries are disposed of the House 
will probably stay in session for an hour or more for some 
discussions. I think the gentleman from Nebraska can get 
time, even if he does not specify any particular hour, after 
he has seen the lady. 

ORDER OF BUSINESS 

Mr. SNELL. Mr. Speaker, reserving the right to object, 
I would like to ask the gentleman from Tennessee what the 
program for today is. Then we could tell more about these 
requests. 

Mr. BYRNS. We have nothing on the calendar for today. 
We will have for consideration tomorrow the conference re- 
port on the deficiency bill that was presented today. 

I understand the conferees on the securities bill will prob- 
ably file their report tomorrow, but, of course, it cannot be 
taken up tomorrow. 

Mr. SNELL. Then there will be nothing ready for to- 
morrow except the conference report. 

Mr. BYRNS. I do not know whether the Committee on 
Rules will have a rule by tomorrow or not upon the Celler 
resolution, which was referred to yesterday. It is possible 
one or two rules may come up. 

Mr. SNELL. As I understand it, the Rules Committee did 
not grant them. 

Mr. BLANTON. That is a very hopeful sign for Congress. 

Mr. BACON. Is the Steagall-Glass banking bill to be 
brought up under a rule? 

Mr. BYRNS. It has not been reported yet. 

Mr. SNELL. Mr. Speaker, I have no objection to the re- 
quest of the gentleman from Nebraska. 

Mr.RICH. Mr. Speaker, I suggest the gentleman go ahead 
with his speech now. 


PERMISSION TO ADDRESS THE HOUSE 


The SPEAKER. The gentleman from Nebraska asks 
unanimous consent that at 12:30 he be permitted to address 
the House for 10 minutes. Is there objection? 

There was no objection. 

Mr. PARSONS. Mr. Speaker, I ask unanimous consent to 
address the House for 30 minutes. 

Mr. SNELL. Mr. Speaker, reserving the right to object, 
we have already granted one request to address the House 
at 12:30. 

Mr. BYRNS. What are we going to do between now and 
12:30? 

Mr. SNELL. We should not now grant another request 
to address the House for 30 minutes at this time. 

Mr. PARSONS. I think we could arrange that the gentle- 
man from Nebraska shall follow me. 

Mr. HOWARD. No; I am arriving at 12:30. [Laughter.] 

Mr. BOILEAU. Mr. Speaker, reserving the right to ob- 
ject—— 

Mr. BLANTON. Oh, we can turn the clock back. 
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Mr. RANKIN. Mr. Speaker, reserving the right to object, 
the gentleman ought not to take advantage of the distin- 
guished gentleman from Nebraska, who has gone to meet 
his friend at the door. The gentleman should wait until 
the gentleman from Nebraska gets through. How about 
following the gentleman from Nebraska? 

Mr. PARSONS. What is the House going to do during 
the next 10 minutes? 

The SPEAKER. Is there objection to the request of the 
gentleman from Illinois to now address the House for 30 
minutes? 

There was no objection. 

THE BLIND FINANCIAL CRIME OF THE CENTURIES 

Mr. PARSONS. Mr. Speaker, on April 6, 1933, I had an 
opportunity and the pleasure of addressing the House on 
economy by reducing the rate of interest paid on Govern- 
ment bonds. In that address I advanced the principle here- 
tofore little referred to and little mentioned, namely, that 
the Government hires money for which it pays a wage the 
same as it employs labor for which wages are paid. 

We have reduced the wages of labor, we have reduced pen- 
sions, gratuities and benefits to veterans, and following up 
the same principle this House should take immediate action 
to reduce the wages for money, which is the interest on the 
public debt. 

My purpose today, however, is to speak on the financial 
policy followed by the Federal Government since the adop- 
tion of the Constitution, and more especially with refer- 
ence to the fiscal policy followed by the Government since 
the World War. This is a dry and uninteresting subject. 
I do not expect the membership of the House as a whole to 
be interested. But for those who are interested in the 
financial stability of the Government and who would like 
to follow briefly the policy pursued by our Government in 
its periods of depression and prosperity and in the periods 
of peace and war I will ask you to be patient and give me 
your attention for a short time, because I believe I have 
some information and statistics, part of which will be illus- 
trated, that will interest you. 

In my humble judgment, there has never been in the his- 
tory of this Nation such blind financial negligence as that 
shown by those in power and authority to shape the finan- 
cial policy of the Federal Government since March 4, 1921. 
Contrary to general opinion, profits made by corporations 
and individuals following the World War and during the era 
of prosperity from 1922 to 1929 were far greater than the 
profits made during the World War. For the period begin- 
ning January 1, 1916, and ending December 31, 1929, cor- 
porations of this country made net profits of approximately 
$100,000,000,000. If there ever was a time in which the 
National debt could be retired without burdensome taxa- 
tion, it was during this period. 

We had three Presidents and a Secretary of the Treasury— 
a man whose span of three-score years and ten, carried him 
through three major depressions. If there was any business 
man in America experienced in periods of prosperity and 
depressions, it was Andrew Mellon. Yet, the policy which 
he followed, by refusing to retire the national debt during 
the prosperous years of the Republic, thereby saving more 
than $1,000,000,000 to the Budget in this economic distress, 
is gross neglect and little short of economic treason. 

Before I finish I hope to give you some facts to ponder, 
which I trust will be of service in the future when our Gov- 
ernment is called upon to discharge its financial obligations. 
It is true that most of what I recite here today is water over 
the dam. We cannot retrieve past losses now for the present 
emergency, but if in the future there comes a time of pros- 
perity, in which my suggestions may be followed for the 
retirement of national obligations, the years of study and 
labor I have put into this subject will be wholly justified, 
and I shall be happy. 

In order to give you some idea of comparative expendi- 
tures made by the Federal Government in its history I would 
like to insert a table of the ordinary expenditures divided 
into two periods. 
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Ordinary expenditures of the Federal Government from 1791 to 
1932, inclusive 

bE Ue D 1, BSN EA ee ASE Series err — 8286. 759, 010, 661 

1917 to 18842. 84,898,894, 

Total ordinary expenditures . 109, 095, 402, 575 


In the period from 1791 to 1916, or 128 years, our Govern- 
ment spent $26,759,010,661. For the period from 1917 to 
1932, or 16 years, our Government spent $82,336,391,914. In 
other words, in the past 16 years we spent more than three 
times the amount that we had spent in 126 years prior to 
1917. Of course, this contains the amount needed to prose- 
cute the World War. But there were millions of wasteful 
extravagance in governmental expenditures from 1922 to 
1932. Other items of importance is the expenditure for 
interest on the public debt. I here insert a table showing 
the interest payments by war periods from 1790 to April 19, 
1933. 


Amount of interest paid on the public debt of the United States 
from 1790 to April 19, 1933, inclusive 


e $73, 064, 133 
Wie ee a eee ee ae 93, 143, 759 
TBAB to 180 ee penne enews 37, 501, 900 
pte Jel. y Mn a a eee 2, 668, 092, 667 
ROO UO O E D Se rena ar aN a EE 505, 744, 273 

Total, 1790 to 1916, inclusive______._.______.. 3, 377, 546, 732 
T WN E E s AS SR VR ciate sn SE eatin oe Ra EP EOS 12, 137, 114, 571 

of ho +N CARA DISC RUE SE LE S eae 15, 514, 661, 303 


Please note the interest on the public debt beginning with 
the foundation of the Republic until 1917 was $3,377,546,732, 
compared with more than $12,000,000,000 of interest paid 
since the beginning of the World War period. In other 
words, approximately four fifths of the total amount of 
interest paid on the national debt was paid to bondholders 
during the past 16 years. This amount of interest is almost 
identically equal to the total amount of European debts 
owed this Government at the time of settlement in 1923. 
It amounts to almost one half of the outstanding indebted- 
ness of the Federal Government at the highest peak after 
the close of the World War. 

I ask unanimous consent, Mr. Speaker, to revise and extend 
my remarks and to include such tables as I may use to 
illustrate the subject. 

The SPEAKER. Is there objection to the request of the 
gentleman from Illinois? 

There was no objection. 

Mr. PARSONS. For every dollar that the Federal Gov- 
ernment has spent in ordinary operating expenses in 142 
years of its history we have paid 15 cents in interest; in 
other words, more than one seventh of every dollar that the 
Federal Government has spent in its entire history has been 
for interest on the public debt. 

In order to get a birdseye view of the revenue, expendi- 
tures, and public debt of the Federal Government since 1790 
I have prepared a rough graph illustrating the rise and fall 
of these three items. 

Beginning in 1790 we started out with revenues and the 
expenditures about the same, but after a few years the 
revenues exceeded the expenditures and the public debt fell. 
Each one of these rises and falls in the public debt is de- 
scribed by certain events in our history, but note that after 
the War of 1812 the expenditures were three times what 
they were before the war. Going over to the Mexican War, 
we find the expenses following that war were five times 
more than they were after the Revolution [indicating]. 
After the Civil War, we find the expenses never got below 
$250,000,000 annually. There was a gradual increase from 
that period on up the line to the World War, when we had 
our greatest period of revenue production, greatest expendi- 
ture, and greatest public debt, ranging up to $27,000,000,000. 

These lines were drawn from the record without any view 
to including the war periods or the depression periods, but 
after they were placed on the map it was very easy, indeed, 
to pick out these various periods and to see where the extra 
expense, the extra revenues, and the extra debt came in. 


It is very interesting to note here how in 1837 the revenues 
fell in the depression. The same thing is true throughout 
every one of our depressions that have followed in a few 
years after each war. 

It is also very interesting to note that following each war 
the expenditures of the Federal Government stayed at from 
4 to 7 times what they were before that war. 

For instance, in 1915 the expenditures were about 
$700,000,000. We have never been able to get back to less 
than four billion since the World War, and a large portion 
of this has gone into interest. I want to point these things 
out here, as it has a particular bearing on what I am going 
to say later as to our income. 

Now, let us get back to the consideration of the financial 
policy followed during and since the World War. Soon after 
the declaration of war, on April 6, 1917, Congress, by virtue 
of power vested in it, sought to levy and collect taxes for the 
purpose of prosecuting the war. It began the study of 
proper rates of taxation in accordance with the then re- 
cently adopted income-tax law ratified by the States in 1915. 
Congress realized the enormous expense of billions of dol- 
lars which the war would entail, and, of course, contemplated 
a much longer period of hostilities than actually occurred. 
That measure came to be known as “the revenue bill of 
1918”, and was committed to the Committee of the Whole 
House on September 3, 1918, and later was passed on Sep- 
tember 20, 1918, less than 2 months before the armistice. 
The Senate, however, did not complete consideration of this 
measure until in the following February, and, due to cessa- 
tion of hostilities, made many changes in the rates that 
would have been applied had not the armistice been signed 
on November 11. Mr. Kitchin, then Chairman of the Ways 
and Means Committee, in submitting report to accompany 
this bill, said: 

Your committee has determined the proportion of the cost of 
the war that should be financed by taxation and by bonds, not 
upon the basis of previous experience, for there is no analogy in 
history, but upon a careful consideration of the effect of the fiscal 
policy upon the morale of the people, upon the inflation of prices, 


upon production, and with reference to the relative ability of the 
people to pay taxes now and after the war. 


Note the last words, ability of the people to pay taxes 
now and after the war.” This term will be emphasized later. 
Quoting further from Mr. Kitchin’s report: 


On June 5 the Secretary of the Treasury advised your com- 
mittee that the probable expenditures for the fiscal year ending 
June 30, 1919, would be about $24,000,000,000, and recommended 
that one third of this amount be raised in taxes, or $8,000,000,000. 


A member of the committee who afterward was a distin- 
guished Speaker of this House, the late Nicholas Longworth, 
had the following to say in closing the debate just before the 
vote was taken on the afternoon of September 20, 1918: 


We have succeeded with a little more than 24 hours of actual 
debate, and with no amendment of major importance, in passing 
the mightiest taxation measure ever enacted by any people of the 
world. We are raising by this bill eight times the amount that it 
ever cost this Nation to live before in any one year. We are pro- 
viding in this bill a sum of money equivalent to nearly one third 
of the amount that it has cost this Nation to live from the first 
inauguration of George Washington down to the second inaugura- 
tion of Woodrow Wilson, and we have done it, in my belief, with- 
out inflicting a burden upon wealth under which it cannot at 
least stagger and without demanding from American industry that 
energy and initiative which it must necessarily possess if our war 
program is to be prosecuted to the limit. * * * Ina few min- 
utes there will be flashed around the world the announcement that 
the representatives of the American people have unanimously 
passed a bill carrying $8,000,000,000 in taxes to prosecute the war. 


The bill was passed that same afternoon with 349 yeas. 
Not one single vote was registered against it. It went to 
the Senate and, after weeks of discussion, along with other 
important matters then before the Senate, final action was 
not taken until the following February, which necessitated 
some changes in reductions of rates and elimination of some 
of the objectionable features in special excise taxes. I want 
you to keep in mind the words of Mr. Kitchin and Mr. Long- 
worth. Mr. Kitchin said that Congress levied a tax bill to 
raise revenue to prosecute the war and pay the cost after 
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the war. Mr. Longworth said that it was the greatest tax 
bill ever levied, but was done, in his belief, without inflicting 
a burden upon wealth and without taking from American 
industry its energy and initiative. If the rates levied in 
the revenue bill of 1918 had remained on the statute books 
until June 1, 1926, every dollar of the national debt would 
have been wiped out. Such a program would have been 
strictly in keeping with the policy enunciated by Mr. Kitchin 
and would have resulted in discharging our national obliga- 
tions without inflicting a burden upon wealth, as expressed 
on the same occasion by Mr. Longworth. Our interest 
charge of more than $700,000,000 annually would have at the 
present time been eliminated from the Budget. 

Mr. PATMAN. Mr. Speaker, will the gentleman yield? 

Mr. PARSONS. For a brief question. 

Mr. PATMAN. Does the gentleman mean to say that if 
that law had continued on the statute books without the 
passing of the Mellon tax bills reducing the war-time rates, 
the entire national debt, or at least the cost of the war, 
would have been paid by January 1, 1927? 

Mr. PARSONS. Absolutely. 

Mr. PATMAN. And then those who profited most by rea- 
son of the country’s misery and misfortune during the war 
would have paid for the cost of the war. 

Mr. PARSONS. Exactly. It was the fair and the right 
thing to do. 

Mr. WEIDEMAN. And if these rates are again restored, 
we will go a long way toward accomplishing this thing. 

Mr. PARSONS. But in this depression it will not yield 
the revenue. If the debt had been eliminated, of course, 
the charge now on the Budget of $700,000,000 a year for 
interest, which will be $900,000,000 when the new bond issue 
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goes out, plus the $500,000,000 debt retirement, or a total of 
$1,400,000,000 charge on the Budget, would also be elimi- 
nated now. 

A tremendous debt which our Government was left with 
at the close of the war amounted to more than $26,000,- 
000,000. The American Congress and the Secretary of the 
Treasury, as well as the President of the United States, were 
duty bound to recommend and levy taxes following the war 
to retire this national debt in the same proportion in times 
of peace as they were duty bound to raise the revenue to 
Pay expenses in time of war. The measure which Speaker 
Longworth called the greatest tax bill ever levied on the 
American people contained not only numerous special excise 
taxes but the largest item was the excess profits and sur- 
taxes levied under the title of the income tax. For the year 
1918 that bill raised $4,286,486,257 in individual and corpo- 
ration taxes. It raised a little less than $1,000,000,000 in 
special excise taxes. Had the same rates been maintained 
through the following decade these two items alone would 
have produced the enormous total of $8,620,000,000 for the 
year 1928, $5,000,000,000 of which could have been applied 
in retirement of our national debt. It was in effect for the 
years 1918, 1919, 1920, and 1921. During those 4 years more 
than $21,000,000,000 was raised in revenue by the Govern- 
ment. Had those same rates been maintained during the 
years 1922 to 1926, inclusive, our national debt would be 
entirely eliminated from the picture in this depression. I 
ask unanimous consent to insert in the Recorp at this point 
two tables showing the income and war excise taxes, the 
amount actually collected and the estimated revenues col- 
lectible, had the rates for 1918 been retained to the year 
1931. 


Exutsit A 
Revenue estimates based on application of 1918 income, excess-profits, and war-profits tax rates during calendar years 1918-31 


Year 


Individual income tax 


Total 


Corporation income tax 


At 1918 rates At 1918 rates At 1918 rates 

(estimated) (estimated) (estimated) 
Bh veer kote Iie ay NN bene er | 127, 721, 835 Same. | $3, 158, 764, 422 Same. $4, 236, 486, 257 Same. 
2 200, 630, 10 81. 418,002, 120 2, 175,341,578 | 83. 638, 077, 200 3. 444,971,682 | 28, 050, 100, 320 
075, 053, 686 1, 250, 407, 540 1, 625, 234, 643 2, 717, 224, 300 2, 700, 288, 329 3, 967, 631, 840 
719, 387, 106 922, 007, 088 701, 575, 432 938, 641, 600 1, 420, 962, 538 1, 860, 648, 683 
861, 057, 308 1, 259, 905, 986 783, 776, 268 2, 143, 888, 400 1, 644, 833, 576 8, 403, 794, 386 
661, 666, 133 1, 372, 717, 916 937, 106, 798 3, 249, 948, 200 1, 598, 772, 931 4, 622, 666, 116 
704, 265, 390 1, 653, 169, 339 881, 549, 546 2, 992, 544, 700 1, 585, 814, 936 4, 645, 714, 039 
734, 555, 183 2, 374, 388, 847 1, 170, 331, 206 3, 748, 510, 400 1, 904, 886, 389 6, 122, 899, 247 
732, 470, 790 2, 417, 512, 621 1, 229, 797, 243 3, 755, 461, 300 1, 062, 268, 033 6, 172, 973, 921 
830, 639, 434 2, 798, 883, 258 1, 130, 674, 123 3, 501, 494, 000 1, 961, 313, 562 6, 300, 377, 258 
, 164, 254,037 | J. 708, 065,384 | 1, 184,142,142 | 4. 027,860,000} 2.348, 396, 179 7, 735, 925, 334 
001, 938, 147 3, 635, 349, 919 1, 193, 832 4, 003, 148, 400 2, 195, 373, 979 7, 688, 498, 319 
otis 476, 714, 808 1, 755, 889, 874 1, 702, 104, 900 1, 188, 418, 708 3, 457, 994, 774 
241, 282, 875 1, 042, 129, 419 742, 969, 100 572, 402, 607 1, 785, 098, 519 

11, 600, 636, 836 28, 815, 189, 706 67, 050, 

Additional revenue, 14-year period 15, 132, 604, 310 28, 108, 084, 02 38, 235, 688, 974 


Norte.—The above estimates do not include any adjustment for the adverse effect on business of high taxes. 


Exutsrt B 


Revenue estimates based on application of war excise tages during 
fiscal years 1920-31 


“oo 


868, 167, 491 : 
646, 744, 589 $242, 525, 41 
458, 414, 804 482, 836, 196 
490, 276, 768 523, 579, 234 
326, 607, 366 683, 234, G34 
340, 181, 394 708, 172, 608 
142, 327, 283 882, 784, 737 
138, 232, 439 885, 479, 561 
93, 775, 023 950, 016, 977 
97, 733, 765 904, 073, 235 
61, 955, 445 763, 211, 555 

7, 025, 914, 146 


Additional revenue from income tax . $38, 235, 688, 974 
Additional revenue from excise ta 7,026, 914, 146 


Total additional estimated revenue, 1919-31 45, 261, 603, 120 


Had these tax rates been maintained, they would have 
produced $38,000,000,000 more than the Government col- 
lected. Add to that the $7,000,000,000 more that we would 
have collected in excess taxes, and we have a total of $45,- 
000,000,000 which the Federal Government would have ob- 
tained by revenue, which would have paid the national 
debt three times, because it was reduced to $16,000,000,000 
in 1930. 

Mr. McFADDEN. Mr. Speaker, will the gentleman yield? 

Mr. PARSONS. Les. 

Mr. McFADDEN. I am reminded in connection with the 
interesting statement that the gentleman is making that 
the corporations of the country have now a surplus of 
$60,000,000,000. Apparently, if they had been taxed as the 
gentleman suggests, instead of that surplus being $60,000,- 
000,000, it would be reduced to about $12,000,000,000. 

Mr. PARSONS. That is true. Between the years 1916, 
January 1, and December 31, 1929, 376,000 corporations of 
this country made net profits of $100,000,000,000. That is 
net profits above all taxes, local, property, income tax, sur- 
tax, and excess-profits tax. Twenty-five percent levied upon 
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those profits of 14 years would have entirely eliminated the 
national debt and reduced our present Budget by $1,250,- 
000,000. 

Mr. McFARLANE. Mr. Speaker, will the gentleman yield? 

Mr. PARSONS. Yes. 

Mr. McFARLANE. These 376,000 corporations that real- 
ized these enormous profits have done so very largely by 
special grants and privileges in the way of patents, and so 
forth, from our Government, have they not? 

Mr. PARSONS. Some of them have, and of course, they 
got the benefit of the tax reduction. 

Mr. McFARLANE. If the gentleman has a list of these 
corporations, I wish he would insert it in his remarks. 

Mr. PARSONS. I am very sorry to say that I do not 
have them here, but they can be found in the hearings before 
the Ways and Means Committee on the tax reduction bill of 
1921. 

Unfortunately a great wave for tax reduction swept the 
country and in the Presidential campaign of 1920 the Re- 
publican Party was restored to power in all branches of the 
Government with a tremendous landslide, on a slogan of 
reducing taxes and restoring the country to normalcy. Im- 
mediately upon its inauguration into office, wealthy and 
powerful lobbyists swarmed the Capitol, for the purpose of 
forcing tremendous tax reductions, not upon the rank and 
file of the American people but reducing the surtax and 
excess-profits tax on thriving corporations and wealthy in- 
dividuals. From 1921 to 1929 five major tax reductions 
were made on the wealthiest classes of the Nation to the 
extent of $35,000,000,000, while local and State taxes in the 
various States and subdivisions levied on farm lands and 
tangible property, increased 300 percent. The estimates 
show that had the 1918 rates been maintained on both in- 
come and excise taxes, the Federal Government would have 
collected the stupendous sum of $45,000,000,000 more than 
it actually collected—enough to have retired the national 
debt twice and at the same time built up a reserve of $5,000,- 
000,000 to carry us through the depression. I repeat that 
the financial policy followed by Secretary Mellon, recom- 
mended by the three Presidents who served under him and 
the Congress who did their bidding, perpetrated the most 
disgraceful financial crime on the American people in all 
history. 

Although some reduction was made by the Senate after 
the signing of the armistice in the tax bill of 1918, the real 
first large reduction came in the revenue bill of 1921, which 
was reported by Mr. Fordney on August 16 from the Com- 
mittee on Ways and Means. In submitting that report he 
said: 

The cost of the war, the extent of its destruction, and the 
financial loss it occasioned is felt not during the period of the 
combat but after the cessation of hostilities. 

Note his words that the cost of the war is felt not only 
during the period of combat but after the cessation of hos- 
tilities. While he championed the cause of reduction, nev- 
ertheless, he stated what every man knows, that the cost of 
any war, leaving a great burden of debt, should be paid by 
substantially the same tax rates in effect during hostilities. 
Especially is that true when long periods of prosperity fol- 
low war, as was the case following the World War. In that 
same report, although it was 3 years after the signing of 
the armistice, the Budget demanded more than $4,000,- 
000,000 to operate the Federal Government. This was sub- 
stantially seven times the cost of Government for any year 
in the Nation’s history prior to the World War except 2 
years of the Civil War. 

The Republican majority in the House after the tremen- 
dous landslide in 1920 sought to lift from profiteering cor- 
porations and individuals $560,000,000 in excess profit and 
surtaxes in the revenue bill of 1921. The same man who 
was chairman of the Ways and Means Committee in 1918, 
reporting the war-time tax bill, was the ranking Demo- 
cratic member of the committee in 1921, that patron saint 
of Democracy, Claude Kitchin, of North Carolina. He wrote 
the minority report to the Revenue Act of 1921. A report 
that will go down in history as one of the sacred documents 
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of Congress. To that report Ways and Means Committee 
members in the future will turn to read of the iniquitous 
policy enforced upon the people by the Republican admin- 
istration. They will turn to read this report because of the 
prophecy it contains and of the fulfillment of that prophecy 
which subsequent history has vindicated. That report will 
Serve as a guide for the American Congress in future gen- 
erations, when heavy debts hang over our heads and we are 
looking for means with which to pay them. 

It also blazes the path which future Congresses may tread 
when, following the wars of the future, men eagerly seek for 
light as to the proper course to follow in ways and means 
of taxation. Permit me to quote from the report of Mr. 
Kitchin’s: 

An analysis of the statistics contained in the detailed report 
as to corporate incomes and excess-profits taxes, * * * shows 
that 180 corporations making annually from $5,000,000 up to 
$300,000,000 and over (the Steel Corporation made over $500,000,000 
net profits in 1918), had a net income of $2,554,000,000 in 1918, and 
while paying only $300,000,000 income tax, they paid $848,000,000 
excess-profits taxes. One thousand and twenty-six corporations 
with a net income of $4,255,000,000, more than one half of the 
total corporate income of all the 317,559 corporations, while pay- 
ing only $533,000,000 income tax, paid $1,422,000,000 of excess-pro- 
fits tax; that is, paid over one half, or nearly two thirds, of the 
entire excess-profits tax of all the corporations making reports. 
At a glance one will see that the proposed proposition is one to 
relieve a few hundred of the biggest profiteering corporations in 
toe United States, and not, as Secretary Mellon says, to unclog 

usiness. 

An analysis of the returns as detailed in the reports of the 
Internal Revenue Commissioner from January 1, 1916, to Janu- 
ary 1, 1921, shows that corporations in the United States made 
net profits of $47,000,000,000. After deducting all of the taxes 
they paid, including income, excess-profits tax, and other war 
taxes, they have a clear profit left of $38,000,000,000, * * * 
four fifths of which was made by less than 10,000 corporations, 
and more than one half of which was made by 1,026 of the big 
profiteering corporations. 


Continuing Mr. Kitchin said: 


Let every Democrat and Republican bear in mind always that 
these same corporations were filling their coffers with these 
fabulous billions for the profits of their stockholders while our 
brave boys were spilling their blood in France for the protection 
and defense of their country. Remember, too, that not a large 
stockholder, officer, or director of one of these rapacious corpora- 
tions ever faced a German gun, braved a danger, took a risk, made 
a sacrifice, or endured any suffering during the entire war, but 
stayed at home in safety, 3,000 miles from the danger line, and 
made of the war and its resulting stress on their Government and 
its people an opportunity to plunder and profiteer upon both to 
the extent of these inconceivable billions. 


Although a sick man and not able to be with his com- 
mittee on the floor when the bill came before the House, 
Mr. Kitchin, in prophetic words of warning, sounded the 
battle cry of progressive principles of taxation, just a few 
months before his death, which may go down in history as 
the last noble utterance of one of America’s great parlia- 
mentary leaders, when he said—mark these words, gentle- 
men; they are as true today as when written; they will 
be true when prosperity blooms again; and they are eternal 
in principle to the future generations to come in blazing a 
definite and specific financial policy to be followed after 
wars. These are Mr. Kitchin’s words: 


What an im position would it be, and what an appeal 
it would make to the sense of right and justice and to the sense 
of the people, for the Democrats to take the position that not a 
dollar of taxes should be reduced on these profiteering corpora- 
tions and on the millionaires and multimillionaires that reaped 
the harvest of wealth during the war as long as a single dollar of 
indebtedness remains or so long as there is a disabled or wounded 
soldier or a widow or an orphan of a dead soldier or a single 
veteran in need. 

Why in the name of right and justice should these big profiteer- 
ing corporations and millionaires and multimillionaires who filled 
their rapacious mouths with millions of blood money be relieved 
of taxation while we not only keep but increase the taxation of 
hundreds of thousands of weak corporations and keep the war- 
income taxes on millions of our fellow citizens who, and whose 
sons, went to the trenches in defense and protection not only of 
our country but in defense of the profiteers and wealth of these 
same corporations and millionaires? 


The closing words of that minority report are as appli- 
cable to our present situation today as they were in 1921. 
Speaking of the policy the Democratic minority should fol- 
low, he said: 
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The people of the party will take hold, that Andrew Jackson's 
dream of an ideal government will be a reality in this country. 

A government protecting all the weak as well as the strong, 
granting favors to none, but dispensing its blessings like the dews 
of heaven, unseen and unfelt save in the freshness and the beauty 
which they contribute to produce. 


One of the members of the minority who was present 
when the bill came before the House was the illustrious son 
of Texas, later a distinguished Speaker of this House, and 
now Vice President of the United States, John N. Garner. 
In discussing the bill in the Committee of the Whole House 
on the state of the Union, Mr. Garner said, and his words 
were apparently directed, according to the Recorp, to his 
worthy antagonist, the late Speaker Longworth: 

You know, as the country knows, that your Ways and Means 
Committee cannot submit this bill with information as to its con- 
tents, purposes, and effects to your conferences and get their sup- 
port for the bill. * * I shall make a motion to recommit 
this bill. I am going to offer a bill to recommit, striking out 
surtaxes alone. You are going to have an opportunity to vote in 
this House as to whether you would like this bill better with the 
surtaxes stricken out or with them left in as in the present law. 


That was the surtax rates of 1918 which were then still 
in effect. It is a puzzle today and will perhaps remain so as 
to why Mr. Garner did not offer a motion so as to retain not 
only the surtax but the excess-profits tax as well. Is it pos- 
sible that the small but wealthy and powerful minority 
group of lobbyists who swarmed Washington whispered in 
not only the ears of the party in power but into the ears of 
the minority party as well? That question will perhaps 
never be answered satisfactorily to the people. There was 
considerable discussion, and on the motion to recommit prac- 
tically the solid Democratic delegation voted “ aye”, together 
with the progressive Republicans, and the solid “ Old Guard“ 
Republican delegation voted “ nay.” 

One Member of that Congress who discussed the proposi- 
tion at the time is still a colleague among us. I admire and 
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agree with the position he took on this measure, and while 
he was bound by the Republican caucus to support the 
iniquitous reduction in surtaxes and excess-profits tax, 
nevertheless his heart and principles were right. He said, 
and I am quoting from the language of Mr. Frear, of Wis- 
consin: 

I could not move to recommit if I so desired; but the important 
part of this bill, to my mind, is involved in the excess-profits tax; 
and that tax, stricken from the bill in committee, in my judgment, 
ought to have been included in this motion to recommit. * 

We ought to have had the whole $540,000,000 involved in the 
excess-profts tax and surtax repeal included in any motion to 
recommit. 

But strong opposition to this measure melted away and 
the first giant tax reduction, constituting the first great mis- 
carriage of justice after the war, was adopted by a vote of 
274 to 125, and thus was initiated and written into the policy 
of the Republican administration a defalcation of trust to 
the taxpayers of the Nation and to the 4,000,000 men who 
mobilized to preserve posterity and make the world safe for 
democracy. Ever since that eventful and black Saturday of 
August 20, 1921, special benefits and privileges in the way of 
tax reduction, tariff rates, refunds, and so forth, have been 
poured out upon the gigantic corporations and wealthy indi- 
viduals. Through interlocking directorates they manipu- 
lated the commercial, financial, and industrial activities of 
the Nation. Credit, withdrawn from agriculture, was placed 
to their use. Tax reductions and refunds on continued 
increasing profits piled up large surpluses, resulting in an 
era of speculation, overbuilding, and flotation of a securities 
racket which is basically and directly responsible for our 
economic ills. 

I shall not have time to discuss in detail subsequent tax 
reductions. In all there were five major operations, which 
is shown in the accompanying tables together with the 
raise in rates included in the tax bill of 1932 for both 
corporations and individuals, 
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You will remember reading in the press at the time of 
how Mr. Mellon propagandized the country that he was 
reducing taxes upon so many millions then paying taxes, 
ranging from $12 up to $60, or from $17 up to $180, but 
during the time they were getting $60 and $180 relief the 
fellow with a million income was getting $500,000 relief. 

But this is the point I want to get you to see: When was 
the time to retire the debt? When was the time to get 
revenue? When was the time to get rid of our interest 
charge? When business was good and we were having a 
$50,000,000,000 turnover in the country each year in corpo- 
rate and individual profits. They had the money then to 
roll into the Treasury. 
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This is all water over the dam, it is true. You wonder 
why I am mentioning it. I am mentioning it to show you 
the policy the Federal Government has followed in all the 
years of its history. After every war debts have been left on 
the books, retiring just a small portion each year, making 
no effort to wipe out the debt. Although ten billion was 
paid from 1921 to 1930, reducing the interest charge 150 or 
200 million dollars, it would haye been such an easy matter 
to have retired the entire debt and built up a reserve of 
$5,000,000,000 that would have carried us through this de- 
pression without having to levy a single dime additional in 
taxes or float a single bond. [Applause.] 

Now, we have passed a farm relief bill. 

Mr. . Mr. Speaker, before the gentleman leaves 
this subject, will he yield for a question? 

Mr. PARSONS. I yield. 

Mr. KELLER. Is it not also true that every time taxes 
were reduced we gave back the exact amount by which we 
reduced the taxes for the coming year, just as the gentle- 
man stated once before? 

Mr. PARSONS. The fact is, I may say, that Congress in 
passing these tax reductions detoured the money away from 
the Treasury of the United States back into the hands of 
the corporate interests, which took that money and specu- 
lated with it in the market. 

Mr. Mellon’s plea was that if you retired this debt too fast 
it would put out a lot of surplus money into the hands of 
investors who would become speculatively minded, play the 
stock market, and we would have an orgy of wild spending 
that would finally wreck the country; and that, therefore, 
we should only retire this debt by degrees, little by little. 

The actual fact is that by detouring this money from the 
Public Treasury back into the hands of these people who 
largely held the bonds, the surplus money from the profits 
they had made was invested in securities on the stock mar- 
ket, broke the country, lost themselves, and yet the na- 
tional debt remains unpaid. 

Mr. DONDERO. Mr. Speaker, will the gentleman yield? 

Mr. PARSONS. I yield. 

Mr. DONDERO. Has the gentleman prepared anything 
to show how we might reduce the amount of the annual 
interest charge of something like three quarters of a billion 
dollars a year? 

Mr. PARSONS. On April 15, the fourth Liberty Loan 
bonds were callable. They bear interest at the rate of 4% 
percent, which means $263,000,000 annually. We passed up 
the call, and I am informed by the Commissioner that we 
can not call them again until April 15, 1934, although I 
think he is mistaken about that. I think they are callable 
on any interest payment date. 

We should have exercised our option in calling these bonds 
and refloated them. 

Mr. DONDERO. At a lower rate of interest? 

Mr. PARSONS. Yes. I understand, however, that the 
President felt, or at-least his advisers felt, that they should 
not be molested, they should not be called as it might disturb 
the money market and affect the bonds he anticipates float- 
ing for the public-works program. 

Mr. McFADDEN. Mr. Speaker, will the gentleman yield? 

Mr. PARSONS. I yield. 

Mr. McFADDEN. In the gentleman’s very interesting 
study, has he seen fit to ascertain for the same period the 
amount of refunds to the large taxpayers? Can he give us 
any light on this subject? 

Mr. PARSONS. Iam glad the gentleman mentioned that. 
All of us, I think, have had some preconceived ideas about 
these tax refunds. I am about to change my mind as to 
some of the reasons for these refunds being so large. 

[Here the gavel fell.] 

Mr. PARSONS. Mr. Speaker, I ask unanimous consent to 
proceed for 10 additional minutes. 

The SPEAKER. Is there objection to the request of the 
gentleman from Illinois? 

There was no objection. 

Mr. PARSONS. Here is what happened about tax re- 
funds: The law permitted the taxpayer to file a protest if 
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he felt he was paying more taxes than he should. Those 
taxes, when once paid into the Treasury and afterward 
refunded, drew interest at the rate of 6 percent from the 
time they were paid until the time the refund was made to 
the taxpayer. It got to be the finest racket in the world, 
while we were continuing to reduce these tax rates. 

Greater profits were made after the war than during the 
war. Greater profits were made in 1928 and 1929 by 35 
percent than were made during any year of the World War. 
Out of surpluses, accumulating stock dividends were paid in 
addition to the regular dividends, and it was mighty nice for 
a corporation owing a tax of $10,000,000 to fix their return 
for $15,000,000, pay $5,000,000 more than they should, and 
then file a protest to have it returned by the Government. 
It meant, in reality, the investing of $5,000,000 at 6 percent, 
which was more than they could make from any other 
investment in the country. 

Mr. COCHRAN of Missouri. Mr. Speaker, will the gentle- 
man yield? 

Mr. PARSONS. I yield. 

Mr. COCHRAN of Missouri. Returning to the gentleman’s 
idea of calling the bonds, reducing the interest, and lower- 
ing our annual contribution toward the sinking fund to 
retire the national debt, has the gentleman given any con- 
sideration to the so-called “ proviso” in the Sinking Fund 
Act carried in the Victory Liberty Loan Act which requires 
Congress to appropriate annually an amount equal to the 
interest upon the bonds that have been canceled by the Gov- 
ernment since the issue was floated? In other words, the 
law provides that we must appropriate the interest that 
would have been paid on the bonds that already have been 
canceled, the same as though they were not canceled, which 
money is applied to the sinking fund, with the result that 
it jumps up annually until now it is over $200,000,000 a year. 

I introduced a bill to suspend this temporarily, but both 
Secretaries of the Treasury under the last administration, 
Mr. Mellon and Mr. Mills, vigorously opposed the enactment 
of such legislation. However, it would have saved us from 
appropriating an additional $200,000,000 for the sinking 
fund. In times such as this $200,000,000 is rather a desir- 
able sum, even to the Government. 

Mr. PARSONS. May I say to the gentleman that is a 
permanent appropriation. 

Mr. COCHRAN of Missouri. That is true. While not 
mentioned, nevertheless it is automatically appropriated an- 
nually. The sinking fund is to absorb the bonds. The 
amount of interest that would have been paid on the bonds 
that have been canceled by reason of retirement through 
the operation of the fund must be placed in the Treasury to 
the credit of the sinking fund annually by Congress. It 
accelerates the sinking fund. That is what I am getting at. 
It is the second proviso of the act. It is increasing every 
year. Why not suspend this provision until conditions are 
improved? 

Mr. PATMAN. Mr. Speaker, will the gentleman yield? 

Mr. PARSONS. I yield. 

Mr. PATMAN. Is it not a fact that after the taxes had 
been paid and no protest had been entered by the taxpayer, 
laws were passed which permitted the taxpayer to go back 
several years and get refunds of taxes, although he made 
no protest at the time he paid the tax legally? 

Mr. PARSONS. The gentleman is correct; and they went 
back and filed their protests and applications for refunds 
back to the beginning of the war when the high rates of 
1918 were in effect. 

Mr. McFADDEN. Will the gentleman yield? 

Mr. PARSONS. I yield. 

Mr. McFADDEN. Referring to what the gentleman from 
Texas [Mr. Patman] has just said, it is commonly bantered 
around that this evasion of taxes or the making of refunds 
is netting the racketeers, of which there is a clique here, in 
the neighborhood of $50,000,000 a year. I recall one specific 
instance where an employee of the Bureau of Internal Reve- 
nue, who was working on the statements of one of the large 
taxpayers, left the employ of the income-tax office and went 
into private practice before the Bureau of Internal Revenue 
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and secured not only a confirmation of $6,000,000 that looked 
like a refund but he got an additional refund which amounted 
to something over $50,000,000. Now, these practices are pro- 
ceeding today and I should like to know what the administra- 
tion is going to do toward a correction of these well-known 
frauds. [Applause.] 

Mr. O’CONNOR. Will the gentleman yield there? 

Mr. McFADDEN. Yes. 

Mr. O'CONNOR. When the gentleman says that these 
practices are continuing today, he knows that the same in- 
dividuals who have been doing this for years in this Depart- 
ment are there now. 

Mr. McFADDEN. That is perfectly true. 

Mr. O'CONNOR. So they are not new appointees who 
are continuing such practices. 

Mr. McFADDEN. I would suggest to the gentleman that 
his administration is in power and that this ring of rack- 
eteers should be eliminated from this bureau. 

Mr. O'CONNOR. Do not worry—they will be. 

Mr. McFADDEN. And I may also suggest for the gentle- 
man’s information that there are several of these large 
taxpayers who have evaded taxation and the Department’s 
attention has been called to them by me, and they should 
not hesitate but should prosecute without further delay. 

Mr. O'CONNOR. They are doing that in New York City 
right today—the jury is sitting and listening to the testi- 
mony. 

Mr. McFADDEN. And if the gentleman will yield further, 
I am willing to suggest specific cases, in addition to those 
which I have already called to the attention of the Attorney 
General and the administration. I refer now to the income- 
tax accounts for the years 1927, 1928, 1929, and 1930 of 
H. L. Doherty, of Cities Service fame, and I refer to the tax 
evasions of the partners of J. P. Morgan & Co. in their pro- 
motions during the year 1929, and these evasions, with par- 
ticular attention to Frozen Foods Corporation, should be in- 
vestigated in connection with a number of their other pro- 
motions. 

Mr. PARSONS. I may say to the gentleman that from 
press reports issued by the Attorney General, I think that 
matter is being looked after and the gentleman from Penn- 
sylvania has rendered very great service to this House and 
to the country in calling these irregularities to the atten- 
tion of the Attorney General. 

Mr. DONDERO, Will the gentleman yield? 

Mr. PARSONS. I yield. 

Mr. DONDERO. Might it not be for the benefit of the 
Nation if that law which has such defects in it, were modi- 
fied or changed or altered by the House or by the Congress 
of the United States in order to see to it that this kind of 
thing is not repeated. 

Mr. PARSONS. We modified it at the last session of Con- 
gress to the extent that we reduced the interest rate from 
6 percent to 4 percent, but that is still a very good rate of 
investment. 

Mr. McFADDEN. Will the gentleman yield further? 

Mr. PARSONS. I yield. 

Mr. McFADDEN. I should like to call the gentleman’s 
attention, as well as the attention of the Income Tax Division 
of the Department of the Treasury, to the fact that section 
220 of the taxing laws, which is the section which deals 
with the taxation of private trusts should also be looked 
into and enforced. An examination of these big trusts, 
created by big taxpayers of the type of Mellon, into which 
they pour their ill-gotten gains to avoid their lawful taxes, 
should be made and the taxes that are due the United States 
should be collected. [Applause.] 

Mr. PARSONS. The gentleman is right. 

Mr. LOZIER. Will the gentleman yield? 

Mr. PARSONS. If I may get more time, I shall be pleased 
to yield. 

Mr. LOZIER. Another favorite indoor sport and species of 
racketeering was when the estates in the United States a 
few years ago came to Congress and got a retroactive pro- 
vision in a tax bill which refunded to them $80,000,000. 
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Mr. PARSONS. These were all retroactive payments, 
every one of them, detouring the money from the Treasury 
back to the taxpayer, although they had established their 
prices on products and had collected the tax from the peo- 
ple, yet the tax was returned back to the taxpayer and not 
to the people. 

Mr. BEAM. Will the gentleman yield? 

Mr. PARSONS. Yes. 

Mr. BEAM. The gentleman is making a very interesting 
and illuminating statement, and I should like to ask him 
whether or not he has made a survey of the amount of tax- 
exempt bonds issued by the Government and what propor- 
tion they bear to the interest-bearing obligations which the 
Government has issued. 

Mr. PARSONS. The best check I could get on tax-exempt 
bonds a year and a half ago was that they amounted to 
approximately $58,000,000,000. Some say the amount is 
eighty-odd billion dollars, but the best check I could get 
was that they amounted to $58,000,000,000. This includes 
Federal, State, municipal, and various political subdivisions, 
and, of course, this system is keeping quite a lot of revenue 
away from the various local taxing bodies, as well as the 
Public Treasury. 

Let us see for a moment what has resulted from our 
failure to retire the national debt during the years of 
national prosperity. 

First, we have already spent $6,000,000,000 additional in- 
terest from 1926, when we could have retired the debt, down 
to the present time. 

That interest amounts to more than $700,000,000 an- 
nually. 

(The time of Mr. Parsons having again expired, by unani- 
mous consent he was given 10 minutes more.) 

Mr. PARSONS. If we include Treasury refunding opera- 
tions, if creates one and a quarter billions of our present 
Budget. It has prevented the payment of the soldiers’ bonus. 
It has resulted in tax reduction in years of prosperity when 
the people were best able to pay, and made necessary the 
levying of higher taxes in times of depression when people 
were least able to pay. It is responsible for a $5,000,000,000 
deficit in the last 2 years. It makes necessary a reduction 
in the Budget of approximately $1,000,000,000 by reducing 
Salaries of employees and elimination of veterans’ benefits 
at the very time their buying power is most needed. It pre- 
vents inauguration of a large scale of public improvements 
which would employ labor. It stands in the way to a large 
extent of European debt settlement. The national debt 
hangs like a dark cloud over the Nation. Those individuals 
and corporate interests who sought tax reductions are now 
paying the price of their folly by being burdened with in- 
creased taxation at a time they are least able to pay it. I 
was about to say that the failure to retire the debt is essen- 
tially and fundamentally the cause of our depression. 

Mr. PATMAN. Will the gentleman yield? 

Mr. PARSONS. I yield. 

Mr. PATMAN. Is it not true that that can be done by the 
issuance of new money? Under the present law the average 
requirement is 10-percent money back of 100-percent credit. 
Would not it be safer to require a 3344-percent reserve of 
the banks and pay the national debt in new money than to 
have the present system, which does not permit a sufficient 
money reserve and requires an annual interest payment of 
$725,000,000 by the Government? 

Mr. PARSONS. The gentleman belongs to one school of 
thought that comes to what I think is an excessive conclu- 
sion in the issuance of currency. I am sorry to say that I 
cannot go that far with the gentleman. I doubt if you could 
satisfy the financial, commercial, and business interests of 
the country that such would be a sound financial policy. 

We passed the farm relief bill, providing for an issue of 
$3,000,000,000 in currency, devaluation of gold, and accept- 
ance of silver from Europe on her debts, which may provide 
for additional currency. 

Of the money to be provided for the public-works program, 
coming up to us this week or next, we cannot spend more 
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than a billion dollars the first year, and it seems to me, 
instead of issuing bonds, we should take advantage of the 
inflation proposition granted in the relief bill to issue cur- 
rency, instead of floating bonds entailing a further interest 
charge in our Budget for retirement in the future. [Ap- 
plause.] If inflation is ever to be used, there is no better 
use for it than that, except it be to pay the soldiers’ bonus; 
and if we are not going to use it, why have it enacted into 
law in the first place? Ample provisions should be made, 
beginning 5 years from now, for the retirement of this cur- 
rency, or in 10 years, whatever is the best thought of those 
in charge of the Treasury at this time, whereby we could 
make the appropriations in the future to retire so many 
hundred million dollars a year, after we get the golden 
stream of revenue rolling back into the Treasury of the 
United States. The point I am trying to get you to see is 
that when we do have a return of prosperity, we should re- 
store the excess-profits rates, and we would then make this 
stream of gold roll back into the Treasury, retire the debt, 
and build up a reserve for the future to carry us through 
the rainy day which must inevitably come. 

Answer one question and it will decide the whole propo- 
sition. Is it fundamentally, financially, and morally right to 
pay a debt? The answer is obvious. Instead of the Govern- 
ment setting the example for the payment of debt and the 
retirement of obligations for the various subdivisions of Gov- 
ernment as well as the individual citizen, it set exactly an 
opposite example. It will probably take 50 years to over- 
come this tragic mistake. We are now emerging slowly but 
definitely from the depression. We fervently hope for a 
return of prosperity. The firm and decisive leadership of 
Franklin D. Roosevelt spreads hope and confidence through- 
out the land. New ambitions are springing up in the hearts 
of men and women. The world is looking to America for 
counsel and guidance. If and when a kind Providence gives 
us occasion for rejoicing in another era of unbounding 
prosperity, let us not commit another blunder such as we 
have in the past. We have a reasonably high rate of income 
tax now. Such rates with the volume of business enjoyed 
in the last decade will retire our national debt in less than 
10 years. The excess-profits tax should be restored as a part 
of our tax measures as soon as normal business conditions 
will permit. 

We should pay these taxes in the years of prosperity and 
reduce the tax in the years of depression. But I want to 
warn this House, I want to warn the Membership now, that 
just as soon as business conditions are restored in this coun- 
try and we have what we call prosperity, the lobbyists will 
swarm around this hall again asking that these rates be 
reduced back to where they were in 1928, 1929, and 1930. 
It is that policy that is behind the sales-tax proposition now, 
to add it to our statutes, in order that when prosperity re- 
turns again we can raise or lower the sales tax and reduce 
most of the income-tax rates. I may not be in these halls 
to raise a voice in protest when the lobbyists come back to 
demand tax reduction, but the experience of the last 4 years 
should be a lesson to the Membership of this and future 
Congresses. Let us on the threshold of a new era resolve 
that these depressing experiences shall not have been in 
vain, that from the ashes of economic collapse there shall 
rise a new system of planning, and a definite policy of taxa- 
tion, a policy that will raise revenue to retire our obligations 
and set up a reserve for future depressions during the pros- 
perous years of the Republic. To follow any other course, 
which is the course we followed for 150 years, is stupid and 
ultimately invites disaster. Such a plan will not only be a 
part of the “new deal” but will insure a “square deal” 
to industry and every class and occupation and profession 
of our citizenry. [Applause.] 

The SPEAKER. The time of the gentleman from Ilinois 
has expired. 

Mr. PATMAN. Mr. Speaker, I ask unanimous consent 
that the time of the gentleman be extended for 1 minute. 

The SPEAKER. Is there objection? 

There was no objection. 
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Mr. PATMAN. I understood the gentleman to endorse 
the proposal of financing the public-works proposal of 
$3,000,000,000, with the issuance of new money rather than 
a tax? 

Mr. PARSONS. I do. 

Mr. PATMAN. I want it understood that the Ways and 
Means Committee is meeting this afternoon and will meet 
all this week to study a plan to finance the public-works 
program, and all who are interested in that should contact 
the members of the Ways and Means Committee. 

Mr. PARSONS. I think everyone who is interested in 
using that fund as an inflationary measure should make 
their wishes known to the Ways and Means Committee. 
[Applause.] 

The SPEAKER. The time of the gentleman from Illi- 
nois [Mr. Parsons] has again expired. 


Receipts, expenditures, and public debt of the United States 
Government, 1791-1932 


Fiscal Total ordinary | Total ordinary Total gross debt 

Wer receipts expenditures 30585 301 
$4, 418, 913 $4, 269, 027 $75, 463, 476 
3, 669, 960 5, 079, 532 77. 227, 924 
4, 652, 923 4, 482, 313 80, 352, 634 
5, 431, 905 6, 900, 839 78, 427, 404 
6, 114, 534 7, 539, 809 80, 747, 587 
8, 377, 530 5, 726, 985 83, 762, 172 
8, 688, 781 6, 133, 634 82, 064, 479 
7, 900, 496 7, 676, 504 79, 228, 529 
7, 546, 813 9, 666, 455 78, 408, 669 
10, 848, 749 10, 786, 075 82, 976, 294 
12, 035, 331 9, 394, 582 83, 038, 050 
14, 995, 794 7, 862, 118 80, 712, 632 
11, 064, 098 7, 851, 653 77, 054, 686 
11, 826, 307 8, 719, 442 86, 427, 120 
13, 560, 693 10, 506, 234 82, 312, 150 
15, 559, 931 9, 803, 617 75, 723, 270 
16, 398, 019 8, 354, 151 69, 218, 398 
17, 060, 662 9, 932, 492 65, 196, 317 
7, 773, 473 10, 280, 748 57, 023, 192 
9, 384, 215 8, 156, 510 53, 173, 217 
14, 423, 529 8, 058, 337 48, 005, 587 
9, 801, 133 20, 280, 771 45, 209, 737 
14, 340, 410 31, 681, 852 55, 962, 827 
11, 181, 625 3A, 720, 928 81, 487, 848 
15, 729, 024 32, 708, 136 99, 833, 660 
47, 677, 671 30, 586, 691 127, 334, 933 
33, 099, 050 21, 843, 820 123, 491, 956 
21, 585, 171 19, 825, 121 103, 466, 633 
24, 603, 375 21, 463,810 95, 529, 648 
17, 880, 670 18, 260, 627 91, 015, 566 
14, 573, 380 15, 810, 753 89, 987, 427 
20, 232, 423 15, 000, 220 93, 546, 676 
20, 540, 665 14, 708, 840 90, 875, 877 
19, 381, 213 20, 326, 708 90, 269, 777 
21, 840, 858 15, 857, 229 83, 788, 432 
25, 260, 434 17, 035, 797 81, 054, 059 
22, 966, 384 16, 139, 168 73, 987, 357 
24, 763, 630 16, 394, 843 67, 475, 043 
24, 827, 627 15, 203, 333 58, 421, 413 
24, 844, 116 15, 143, 066 48, 565, 406 
28, 526, 821 15, 247, 651 39, 123, 191 
31, 865, 561 17, 288, 950 24, 322, 235 
33, 948, 427 23, 017, 552 7, 001, 698 
21, 791, 936 18, 627, 569 4, 760, 082 
35, 430, 087 17, 572, 813 87, 733 
50, 828. 796 30, 868, 164 37, 513 
24, 954, 153 87, 243, 496 336, 957 
26, 302, 562 33, 865, 059 8, 308, 124 
31, 482, 749 26, 899, 128 10, 434, 221 
19, 480, 115 24, 317, 579 8, 573, 343 
16, 860, 160 26. 565, 873 5, 250, 875 
19, 976, 198 25, 205, 761 13, 594, 480 
8, 302, 702 11, 858, 075 32, 742, 922 
29, 321, 374 22, 337, 571 23, 461, 652 
29, 970, 108 22, 937, 408 15, 925, 303 
29, 699, 967 27, 766, 925 15, 550, 202 
26, 495, 769 57, 281, 412 88, 826, 534 
35, 735, 779 45,377, 226 47, O44, 862 
31, 208, 143 45, 051, 657 63, 061, 858 
43, 603, 439 39, 543, 492 63, 452, 773 
52, 559, 304 47, 709, 017 68, 304, 798 
49, 546, 810 44, 194, 919 66, 199, 341 
61, 587, 054 48, 184, 111 59, 804, 681 
73, 800, 341 58, OH, 862 42, 243, 765 
65, 350, 575 59, 742, 688 35, 558, 499 
74, 055, 699 69, 571, 026 31, 974, OSL 
68, 965, 313 67, 795, 708 28, 701, 375 
46, 655, 356 74, 185, 270 44, 913, 424 
53, 486, 565 69, 070, 977 58, 498, 381 
56, 054, 608 63, 130, 598 64, 843, 831 
41, 509, 931 66, 546, 645 90, 582, 417 
51, 987, 456 474, 761, 819 524, 177, 955 
112, 697, 291 714, 740, 725 1, 119, 773, 681 
264, 626, 771 865, 322, 642 1, 815, 830, 814 
333, 714,605 | 1, 207, 555, 224 2, 677, 929, 012 
558, 032, 620 520, 809, 417 2, 755, 763, 929 
490, 634, 010 357, 542, 675 2, 650, 168, 223 
405, 638, 083 377, 340, 285 2, 583, 446, 456 
ne 30, is given for the years 1791-1842, 


Total gross debt as of Jan. 1, instead of Ju 
inclusive, 
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Receipts, expenditures, and public debt of the United States 
Government, 1791-1932—Continued 


Fiscal year 


receipts expenditures June 
$370, 943,747 | $322, 865, 278 | $2, 545, 110, 590 
411, 255, 477 309, 653, 561 2, 436, 453, 269 
323, 292,177,188 | 2,322, 052, 141 
374, 106, 868 277. 517, 963 2. 208, 990, 838 
738, 205 290, 345, 245 2, 151, 210, 345 
304, 978, 756 902, 633,873 | 2, 159, 932, 730 
288, 000, 051 274, 623, 393 2, 156, 276, 649 
294, 095, 865 265, 101, 085 2, 130, 845, 778 
281, 406, 419 241,334,475 | 2, 107, 759, 903 
257, 763, 879 236, 964, 327 2, 159, 418, 315 
273, 827, 185 266, 947,884 | 2, 298, 912, 643 
333, 526, 611 267, 142,958 | 2, 090, 908, 872 
360, 782, 293 260, 712, 88$ 2, 019, 285, 728 
403, 525, 250 257, 981, 440 1, 856, 915, 644 
398, 287, 582 265, 408, 138 1,721, 958, 918 
34S, 519, 870 244, 126, 244 1, 625, 307, 444 
323, 690, 703 260, 226, 935 1, 578, 551, 169 
. 439, 726 242, 483, 139 1, 555, 659, 550 
371, 403, 277 267, 932, 181 1, 465, 485, 294 
379, 265, 075 267, 924, 801 1. 384. 631, 655 
387, 059, 059 290, 288, 978 1, 249, 470, 511 
403, O80, 984 318, 040, 711 1, 122, 396, 584 
392, 612, 447 365, 773, 904 1, 005, 806, 561 
354, 937, 784 345, 023, 331 968, 218, 841 
385, 819, 629 383, 477, 953 961, 431, 766 
306, 355, 316 367, 525, 281 1, 016, 897, 817 
324, 729, 419 356, 195, 298 1, 096, 913, 129 
338, 142, 447 352, 179, 446 1, 222, 729, 350 
347, 721, 705 365, 774, 159 1, 226, 793, 713 
405, 321, 335 443, 368, 583 1, 232, 743, 063 
515, 960, 621 605, 072, 179 1, 436, 700, 704 
567, 240, 852 520, 860, 847 1, 263, 416, 913 
587, 685, 333 524, 616, 925 1, 221, 572, 245 
562, 478, 233 485, 234, 249 1, 178, 031, 357 
561. 880, 722 517, 006, 127 1, 159, 405, 913 
541, 087, 085 583, 659, 900 1, 136, 259, 016 
544, 274, 685 567, 278, 914 1, 132, 357, 095 
504. 984, 446 570, 202, 278 1, 142, 522, 970 
665, 860, 386 579, 128, 842 1, 147, 178, 193 
601, 861, 907 659, 196, 320 1, 177, 690, 403 
604, 320, 498 693, 743, 885 1, 148, 315, 372 
675, 511, 715 693, 617, 065 1, 146, 939, 969 
701, 832, 911 691, 201,512 | 1. 153, 984, 937 
692, 609, 204 689, 881,334 | 1. 193, 838, 505 
724, 111, 230 724, 511,963 | 1. 193, 047, 745 
734, 673, 167 735, 081, 431 1, 188, 235, 400 
697, 910, 827 760, 586, 802 1, 191, 264, 068 
782, 534, 548 741, 996, 727 1, 225, 145, 568 
1, 124,324,795 | 2. 086, 042, 104 | 2. 975, 618, 585 
4, 180, 425, 156 | 13, 791, 907,895 | 12. 243, 628, 719 
4, 654, 380, 899 18, 952, 141, 180 | 25, 482, 034, 419 
6, 704, 414,437 | 6, 141, 745,240 | 24, 297, 918, 412 
5, 584,517,045 | 4, 468,713,469 | 23, 976, 250, 608 
4, 103, 596, 531 | 3, 195, 684,847 | 22, 964, 07%, 190 
3, 847, 045,683 3, 244,717,092 | 22, 349, 687,758 
3, 884, 041,142 ! 2,946, 401,027 | 21, 251, 120, 427 
3, 607, 644, 164 | 2, 464, 160,062 | 20, 516, 272,174 
3, 908, 457,575 | 3, 030, 387,162 | 19, 643, 183, 079 
4, 128, 422, 888 | 3,001, 836,635 | 18, 510, 174, 266 
4,038, 235,512 | 3,071,408,892 | 17, 604, 290, 563 
4, 036, 218,918 | 3,322, 619,279 | 16, 931, 197, 748 
4, 174, 051, 3, 392,077,386 | 16, 185, 308, 299 
3, 317, 233,494 | 4, 219,950,339 | 16, 801, 251, 492 
2, 121, 228, 5, 006, 590,305 | 19, 487, 002, 444 


SESSIONS OF WAYS AND MEANS COMMITTEE 


Mr. RAGON. Mr. Speaker, I ask unanimous consent that 
the Committee on Ways and Means may sit during the 
sessions of Congress for the rest of the week. 

The SPEAKER. Is there objection to the request of the 
gentleman from Arkansas? 

There was no objection. 

THE PUBLIC WORKS AND INDUSTRIAL RECOVERY ACT AND THE ACT 
PROVIDING FOR UNEMPLOYMENT RELIEF 

Mr. HAINES. Mr. Speaker, I ask unanimous consent to 
extend my own remarks in the Recorp and to include a 
statement of the gentleman from Pennsylvania [Mr. ELLEN- 
BOGEN]. 

The SPEAKER. Is there objection to the request of the 
gentleman from Pennsylvania [Mr. HAINES]? 

There was no objection. 

Mr. HAINES. Mr. Speaker, under the leave to extend my 
remarks in the Recorp, I include the following article writ- 
ten by Congressman HENRY ELLENBOGEN, of Pennsylvania, 
relative to unemployment relief: 

One of the planks upon which I campaigned and was elected 
3 0 Sones was the plank advocating unemployment relief in 

1. The creation of employment for millions of men and women 


through the expenditure by the Federal Government of $5, 
000,000 in the construction of public works; and 
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2. Direct unemployment relief by the Federal Government 
h substantial contributions to the States and municipal 
subdivisions for the relief of the unemployed. 

Even before I entertained any thoughts of becoming a candidate 
for public office I was greatly interested in a public-construction 
program by the Federal Government as the one measure which 
would provide employment for large numbers of unemployed and 
would thus relieve, to a considerable extent. the serious unem- 
ployment conditions in our country and the terrible 
misery and suffering of our people. 

In January 1932 I journeyed to Washington and presented to 
President Hoover, at the White House, a p calling for the 
expenditure by the Federal Government of $5,000,000,000 in the 
construction of public buildings, highways, roads, tunnels, 
bridges, railroad crossings, irrigation and power projects, affor- 
estation, and many other construction projects. Unfortunately, 
President Hoover was determined to oppose a large public con- 
struction program by the Federal Government. Had this public 
construction p been accepted by President Hoover and 
been inaugurated in 1932, I sincerely believe that we would now 
be well on the road to recovery. 

The program of large expenditures by the Federal Government 
in public construction, as a relief and unemployment measure, has 
at last been realized. 

Under the inspiring leadership of President Franklin D. Roose- 
velt, Congress has just passed the bill known as the “ National 
Industrial Recovery Act” which provides for the expenditure by 
the Federal Government of $3,300,000,000 in the construction of 
needed and useful public improvements. 

While I have advocated the expenditure of at least $5,000,- 
000,000 for that purpose, and while, in view of the fact that 
since 1932 unempi t has greatly increased, the expenditures 
for public construction should now be well in excess of $5,000,- 
000,000, I believe that the expenditure of $3,300,000,000, as pro- 
posed by President Roosevelt and as provided for in the act 
just passed by Congress, will provide a large measure of relief. 

It has been estimated by competent engineers that the carry- 
ing out of this construction program will give employment, directly 
and indirectly, to more than 3,000,000 men and women. Mr. Wil- 
liam F. Green, president of the American Federation of Labor, 
estimated that this act might provide employment for 6,000,000 
men and women. At the hearing held on this bill by the Ways 
and Means Committee of the House Mr. Green testified as follows: 

“Labor is thoroughly convinced that if the real purpose of the 
Industrial Act is achieved, and all is done which can be 
done by authority of this legislation, 6,000,000 unemployed people, 
who otherwise would be forced to remain idle, can be given em- 
ployment within a reasonable length of time.” 

In my own calculation I shall accept the more moderate esti- 
mate that more than 3,000,000 of unemployed will be given 
employment by the carrying out of this act. 

The execution of this public-construction program and of the 
other provisions of this act will mean that more than 3,000,000 
men and women, some of whom have been unemployed for nearly 
4 long and bitter years, will again find positions and thus become 
self-supporting and self-respecting citizens. It will mean even 
more. It will mean that 3,000,000 breadwinners will again be 
able, through the work of their hands or their brains, to earn 
a decent livelihood for themselves and their wives and children. 

If we figure an average family as consisting of four persons, it 
becomes apparent that the proper execution of this bill will 
provide a decent livelihood for more than 12,000,000 men, women, 
and children. 

It is certain that the expenditure of such sums of money 
for public works will stimulate private industry and will cause 
the investment of large amounts of private funds. This will 

provide employment for thousands, and perhaps millions, 
of now idle people, and thus the real effect of a public-construc- 
tion program will be much greater than I have just indicated. 

The public works bill provides that the $3,300,000,000 shall be 
expended for the construction and improvement of public high- 
ways, public buildings, for the conservation and development of 
natural resources, for the development of water power and electri- 
cal energy, for construction of river and harbor improvements and 
flood control, for the construction, under public regulation and 
control, of proper housing facilities at small rentals for the work- 
ing people, for the construction, replacement, or improvement of 
bridges, tunnels, ducts, viaducts, canals, waterways, and markets, 
devoted to public use, and for other necessary and useful public 
projects. 

The construction of these projects will necessarily create em- 

ployment not only on these public-works projects, but will 

vide much-needed employment in the factories and mills where 
the raw materials to be used will be prepared. Other producers 
of raw materials, such as the lumber camps and stone quarries, 
will receive much-needed impetus toward recovery both in em- 
ployment and production output. 

The carrying out of this huge construction program by the 
administration of President Roosevelt will be of particular benefit 
to the Pittsburgh district. Our steel mills will manufacture a 
very large part of the iron and steel, which will be used in the 
construction of these projects. Pennsylvania will also furnish a 
3 part of the cement and other raw materials which will be 

The execution of this Federal construction program is, 
q))FßßECCCCCͥò6h00000ò (( 
State in the Union. 
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The millions of workers who will be employed on the various 
construction projects, and in the mines and mills, quarrying and 
manufacturing the materials for these projects, will spend their 
wages in the purchase of food, clothing, shoes, and other neces- 
sities of life. This will greatly increase the business of grocers, 
butchers, clothing stores, shoe stores, department stores, etc., and 
may permanently revive trade and commerce generally. These 
stores will, in turn, replace their supplies of commodities by pur- 
chases from the farmer, the wholesaler, and the manufacturer. 
This will increase the buying power of the farmer and will force 
plants to increase their production, which will provide employ- 
ment for thousands or perhaps millions of further groups of men 
and women. In this way, there may be a permanent revival of 
commerce and industry and a return of better times. 

In times of depression it becomes unprofitable for private busi- 
ness to proceed at the usual rate of production, because, due to 
the large unemployment and the materially reduced purchasing 
power of the people, private business is unabie to find a market for 
its products. 

During these periods of depression, public construction is the 
only sound method of absorbing the unemployed and spread- 
ing purchasing power. Indeed, public construction, if properly 
planned and timed, could prevent the occurrence of periodic 
cycles of depression and prosperity. During times of prosperity 
public construction should be fully planned, but execution should 
be deferred. If signs of a depression appear, these accumulated 
public-construction projects should at once be executed. This 
would absorb the workers who have been discharged by private 
industry, and might immediately check a depression in its first 
stages. Not only was this not done in 1929 and 1930, but, to the 
contrary, we find that public construction by all Government 
units, Federal, State, and local, was much less in the years of 1931 
and 1932 than it had been during normal years. In 1932 alone, 
the amount expended on public construction was one and a half 
billion dollars less than in 1930. 

It is quite clear that the expenditure of $3,300,000,000 on con- 
struction will hardly be sufficient to take care of needful projects, 
deferred by States and municipalities, because of their inability 
to raise the necessary funds. 

The public works pr cannot be carried out without the 
cooperation of the States, counties, and municipalities through- 
out the Nation. The Federal Government does not have sufficient 
necessary and useful public improvements to justify an expendi- 
ture of more than $3,000,000,000, and there is no intention any- 
where to construct buildings or other projects which are not 
needed. But the States, the counties, and the municipalities 
have been unable to undertake the construction of public proj- 
ects which they need in their respective communities, because 
of the lack of funds. The bulk of the construction provided for 
in the Public Works Act must, therefore, come from the States, 
counties, and municipalities. In order to enable the States, the 
counties, and the municipalities to construct necessary and prac- 
tical projects at this time, the act provides for financial assistance 
by the Federal Government in the following forms: 

1. By extending direct grants to the States, counties, and munici- 
palities up to 30 percent of the cost of the labor and materials 
expended in the construction of the projects. 

2. By extending loans to States, counties, and municipalities 
for the construction of such projects in such amounts as shall 
be approved by the Federal authorities. 

3. By combining these two methods of assistance, viz, by giving 
grants to the local governments up to 30 percent of the cost of 
labor and material and extending loans for the balance of the 
necessary expenditures, 

4. By divers other methods of aid and assistance in financing, 
or by actually constructing these projects. 

We now come to provisions of the act which will establish 
a new epoch in the lives of the workingman. These provisions 
establish a code of cooperation within each industry and lay 
down a Magna Charta for the protection of our working people. 
These provisions will benefit not only the employees but also 
fair employers. 

Take, for instance, the clothing industry. About 90 percent 
of the manufacturers of clothing are willing to pay employees 
decent wages and to operate their factories on the basis of 
reasonable working hours. But about 10 percent of the clothing 
manufacturers insist on gaining a competitive advantage over 
the fair-minded men in the industry by making their employees 
work unreasonably long hours and by paying them starvation 
wages. Thus, this unscrupulous little group has been able to 
manufacture much more cheaply than the fair-minded employ- 
ers. This forced the other employers, if they wanted to continue 
their businesses, to resort to the same practices of long hours 
and pathetically low wages. In this way a small part of an 
industry was able to force upon an entire industry sweatshop 
conditions. 

Never has there been such widespread application of the 
sweatshop as there is today. In these years of depression the 
difficulty of making an honest profit in business or in industry 
has led ever-increasing numbers of employers to the introduction 
of sweatshop methods in their shops and factories. Thousands 
upon thousands of men have been displaced by women at lower 
wages, and these women, in turn, have been displaced by children 
at still lower wages. 

It has been estimated that sweatshops in Pennsylvania alone 
now employ more than 200,000 people. Particularly the employ- 
ment of children has been increased in astounding numbers. 
These children work from 50 to 90 hours a week. Boys and girls, 
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10 and 12 years of age, have been taken from school and forced 
to labor 10 to 18 hours a day. Workers in Allentown factories 
receive as little as 57 cents a week. An investigator of the Lehigh 
County Emergency Board in Pennsylvania has seen pay envelopes 
bearing these figures for a 6-day week of 9 hours daily: $0.57, 
$0.94, $1.28, $1.68. Children have been forced to work long 
hours for as little as 5 cents a day. This is nothing less than 
peonage. There is only one remedy: The abolition of the sweat- 
shop. 

The Pennsylvania State Legislature, under the domination of 
a corrupt Republican machine, has refused to stamp out the evil 
of the sweatshop and of child labor. These Republican misrep- 
resentatives have refused to establish laws providing for maxi- 
mum hours of labor and minimum wages, and to ratify the 
Child Labor Amendment to the United States Constitution, which 
would abolish child labor in the entire Nation. 

The National Industrial Recovery Act will, I am confident, be 
so administered that it will banish the sweatshop from all indus- 
tries. Under this act maximum hours of labor will be estab- 
lished in every industry. The hours of labor will be shortened, 
so that millions of men and women, now unemployed, will be 
able to find employment. But the shortening of the hours of 
labor alone is not sufficient. Therefore, the act provides for the 
establishment of minimum wages. Under it the workingman will 
receive, for the shorter hours of labor, adequate wages to guar- 
antee him a fair and decent standard of living. Further, the 
act tees to labor the right to organize in unions and bar- 
gain collectively and it outlaws the “ yellow dog” contract. 

A fair employer will have no reason to complain about this 
act. It will enforce in all industries uniform conditions of wages 
and hours of labor. It will enable the fair employer to compete 
on an equal basis with all other persons engaged in the same 
industry, and particularly with the unscrupulous employer who 
before the passage of the act resorted to sweatshops and other 
unparalleled forms of exploitation of labor. This act will give 
industry an opportunity for self-organization and self-discipline, 
and will assure to each industry the cooperation and the full 
force of the Federal Government in forcing into line unfair and 
unscrupulous minorities. It is an act designed to lead us out 
of the depression and bring about industrial recovery. It will 
provide, I am confident, employment for millions of men and 
women now unemployed. It will establish a new era in the 
life of the workingman. It will bring about, through power 
vested in the President of the United States, the 6-hour day and 
the 5-day week in most industries. 


FEDERAL EMERGENCY RELIEF ACT OF 1933 


I want to call your attention to another act by Con- 
om during this session, the Federal Emergency Relief Act of 
1933. 

For about a year and a half I have advocated the principle of 
direct relief by the Federal Government for the unemployed. It 
had early become apparent to me that the cities and counties 
could no longer e the major share of the burden of unem- 
ployment relief.) The cities and counties of Pennsylvania derive 
practically all of their revenue from taxes on real estate. These 
taxes against real estate had already become excessively high and 
extremely burdensome, and it was evident to every student of the 

tter that real-estate taxes could not be raised any higher. 

Some of the money for unemployment relief could and should 
be raised and contributed by the State from taxes imposed by 
the State. 

The sessions of the Pennsylvania State Legislature in 1932 and 
1933 show that it would be difficult, if not impossible, to raise 
sufficient taxes in Pennsylvania to meet the ever-increasing 
amounts necessary for unemployment relief. 

Recognizing this situation, II proposed that the Federal Gov- 
ernment should assume a substantial proportion of the neces- 
sary unemployment relief. I submitted this proposal to Presi- 
dent Hoover in January 1932, but he rejected it. 

Under the leadership of President Roosevelt, Co: has now 
adopted the principle of making large contributions to the States 
toward unemployment relief. This act marks a new epoch in 
our Government. It definitely provides that the Federal Govern- 
ment shall assume its proper share of unemployment relief. 95 

The Act recognizes that it is better to provide employment 
instead of relief, and permits the use of part of the money for 
work relief. 

This Act, together with the National Industrial Recovery Act, 
already discussed, are heroic measures on the part of the Federal 
Government to meet the crisis and the human misery created 
by the depression. 

March 4, 1933, is a date which will never be forgotten in the 
history of the United States. On that day Franklin D. Roosevelt 
became President of the United States. He was called to the lead- 
ership of our great country by an overwhelming vote of the 
people at a time of unemployment, distress, and acute suffering. 
As he stood on the steps of the Capitol delivering his inspiring 
inaugural address, he was faced with a situation such as this 
country had never before witnessed. Our people had been suffer- 
ing for more than 3 long years. The crisis had started in 1929. 
The number of unemployed had increased week by week, month 
by month, and year by year. The national income had been re- 
duced from about $84,000,000,000 in 1929 to less than $40,000,- 
000,000 in 1932. Pay rolls fell from an index of 100.5 in 1929 to 
81.3 in 1930, to 61.5 in 1931, to 41.6 in 1932, to 35.2 in the first 
quarter of 1933. The people throughout the United States had 
lost confidence in the banks. On Saturday, March 4, 1933, prac- 
tically every bank in the United States had been forced to close 
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its doors and suspend business operations. Our economic system 
was tottering and a feeling of panic prevailed. 

At this point of emergency, in this hour of need, Franklin D. 
Roosevelt became President. He immediately met the bank crisis 
in a way commended by all. He proposed and Congress passed 
legislation for the relief of small home owners, which will be a 
blessing and indeed a salvation to thousands of home owners. 
He proposed the act for the construction of huge power and 
irrigation projects at Muscle Shoals in the Tennessee Valley. The 
power plants at Muscle Shoals will benefit every person in the 
United States by establishing a yardstick for measuring the cost 
of generating and distributing electric power. This will force 
down the rates for electric power throughout the country. 
President Roosevelt suggested and Congress enacted the act 
regulating the sale of securities which will eliminate flagrant 
abuses by the dealers in stocks and bonds and will save millions 
of dollars for investors, 

There are many other outstanding achievements and great 
legislative measures which were proposed by President Roosevelt 
and enacted by Congress in the special session in 1933. 

The people of the United States have confidence in President 
Roosevelt. They believe in him and in his leadership. They love 
him and are devoted to him. 

May a benign Providence give President Roosevelt long life, 
and may it endow him with wisdom and human understanding 
in the leadership of our great country. May President Roosevelt 
lead us out of the depression and into better times. 


NATIONAL MARITIME DAY 


Mr. TARVER. Mr. Speaker, I ask unanimous consent 
for the immediate consideration of the joint resolution, S.J. 
Res. 50, a similar House joint resolution being on the 
calendar. 

The SPEAKER. The Clerk will report the Senate joint 
resolution. 

The Clerk read the resolution, as follows: 

Senate Joint Resolution 50 


Whereas on May 22, 1819, the steamship The Savannah set sail 
from Savannah, Ga., on the first successful transoceanic voyage 
under steam propulsion, thus making a material contribution 
to the advancement of ocean transportation: Therefore be it 


Resolved, ete., That May 22 of each year shall hereafter be desig- 
nated and known as National Maritime Day“, and the President 
is authorized and requested annually to issue a proclamation calling 
upon the people of the United States to observe such National 
Maritime Day by displaying the fiag at their homes or other suit- 
able places and Government officials to display the flag on all 
Government buildings on May 22 of each year. 


The SPEAKER. Is there objection to the request of the 
gentleman from Georgia [Mr. Tarver]? 

There was no objection. 

The Senate joint resolution was ordered to be read a third 
time, was read the third time, and passed. 

A motion to reconsider was laid on the table. 

A similar House joint resolution was laid on the table. 

Mr. TARVER. Mr. Speaker, I ask unanimous consent to 
extend my own remarks in connection with the Senate joint 
resolution just passed, and to include therein certain data 
relative to the first steam voyage across the Atlantic Ocean 
by the steamer The Savannah. 

The SPEAKER. Is there objection to the request of the 
gentleman from Georgia? 

There was no objection. 

Mr. TARVER. Mr. Speaker, this resolution was intro- 
duced in the Senate by Senators GEORGE and RUSSELL, of my 
State, upon the request of the Georgia Bicentennial Commis- 
sion. There is now being conducted in Georgia a celebration 
of the two hundredth anniversary of the founding of the 
colony by Gen. James Oglethorpe and his associates, and in 
connection therewith it has been desired that proper recog- 
nition should be given the fact that the first transoceanic 
voyage under steam propulsion began at Savannah, Ga., on 
May 22, 1819, having been made by the steamship The 
Savannah, 

Shipping interests of this country, as well as our citizens 
generally, are anxious that some appropriate tribute be paid 
annually to the American merchant marine, and it has 
seemed appropriate both to representatives of the American 
shipping industry and of the Georgia Bicentennial Commis- 
sion that the anniversary of the beginning of The Savannah’s 
voyage should be designated as National Maritime Day. 

As indicative of the viewpoint ef the American merchant 
marine toward this movement, I quote a portion of a letter 
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written under date of April 25, 1933, by Mr. A. E. MacKinnon, 
of the American Steamship Owners’ Association, 11 Broad- 
way, New York, to Hon. Pleasant A. Stovall, president 
Georgia Bicentennial Commission: 

We propose that with the cooperation of the commission im- 
mediate steps be taken to ask the Governor, and through him 
the President of the United States, to declare May 22, the anni- 
versary of the sailing of the steamship The Savannah, an annual 
event to be known as “ National Maritime Day”. 

To insure its success we would undertake, without expense to 
the commission, to enlist the support of the largest shipping 
interests in the country to get behind this program and by use 
of the press, the radio, and every other legitimate and dignified 
channel solicit the moral support of the country to the end that 
we would arouse the people of the country to the importance of 
this contribution to the world of science and industry and the 
material part Georgia played in it. 

We are spurred to do this by reason of the knowledge that 
Canada is planning to celebrate in August the centennial of the 
sailing of the steamship Royal William, which they claim to be the 
first steam vessel to have crossed the Atlantic. The claim is not in 
harmony with the fact. We will enlist the support of the National 
Council of Shipbuilders, naval architects, Navy League, and like 
groups to the end that each will contribute the resources of their 
several organizations to help make this anniversary a memorable 
one for all time. 

Mr. HOWARD. Mr. Speaker, in these critical hours, 
when leadership of vision and courage is essential to lead 
the way to brighter days, President Roosevelt is not only the 
hope of America, but, indeed, he is the hope of the world. 

The woe and misery imposed upon countless millions in 
recent days by the monied interests, represented by the Four 
Horsemen of modern times, is not less than that pictured by 
St. John in his vision upon the isle of Patmos as attendant 
upon the ravages of the Four Horsemen of the Apocalypse. 

Now that we have a leader who is marshaling the forces 
of humanity to prevent further ravages by four modern 
horsemen, representing the gigantic combinations of money 
whose greed in times of peace is exceeded only in times of 
war, those mighty interests are determined to hamstring 
President Roosevelt in his fight to secure a measure of 
economic justice for the weak and to promote a permanent 
peace between all nations. Those interests will not readily 
surrender the control of commerce and industry—yes, of 
governments as well—which they have long exercised. They 
will stop at nothing to thwart the efforts of our President. 
They work cunningly and in secret. Paying handsomely 
obedient servants, they readily find able men willing to 
prostitute their talents in an unholy undertaking, and they 
control most avenues of information and propaganda. 

Mr. Speaker, never was a newly installed President of 
the United States so violently opposed in his efforts to 
work the welfare of all the people as President Roosevelt 
is now opposed by the mightiest organization of wealth 
the world has ever known. Every move made by this new 
President to lift the country out of the ditch of depres- 
sion, into which it was pushed by unholy hands, is de- 
nounced by the emissaries of that organized group of 
money-mad men as calculated to destroy that Republic 
which Franklin Roosevelt seeks to save. That murderous 
group—and I weigh my words when I say it is a murderous 
group—exercising the power of the Federal Government 
through a long term of years, secured enactment of legisla- 
tion to make that organization as much the money master 
in America as Napoleon made himself the military master of 
Europe. And now, seeing this Roosevelt of ours actually 
trying, and successfully, to secure legislation to take our 
Government out of control of the long-time money master, 
the emissaries of that master have launched against Frank- 
lin Roosevelt a campaign of propaganda as violent and as 
scientific as that propaganda spread by England and France 
to drag the United States into the horrible World War. 

While it is true that this Congress in both branches has 
been voting loyally for every plan advanced by President 
Roosevelt for the welfare of the country, it seems to me that 
the time has arrived when the true friends of our new Presi- 
dent should begin putting out a little propaganda of their 
own to unmask those elements and those individuals so 
compactly organized in effort to discredit President Roose- 
velt and to impede his efforts for the commonweal. 
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What is the name of that murderous organization which 
has driven thousands of American citizens to suicide graves, 
and in recent years driven millions of others to the dual 
doors of poverty and despair? It may be best designated 
as the Morgan-Mellon group of international bankers. 

By the might of its power during the past two decades 
it has wrested from the Congress of the United States the 
constitutional right to control the financial policies of the 
Republic. By master cunning and worse it succeeded in 
gaining absolute control of our Federal Reserve System, and 
through that control it has enabled one family in that or- 
ganization to amass property which, if sold on the market 
at prevailing low prices, would carry to the coffers of that 
family an amount of money greater than the assessed value 
of all the land and all the personal property in two of our 
once most prosperous farm States, President Roosevelt be- 
lieves that it is not right that this murderous group should 
longer control the financial policies of the Republic. He 
believes he has been called by the people of the Nation to 
right some of the great wrongs perpetrated against human- 
ity, and if this Congress shall continue in loyalty to his 
program he will give affirmative answer to the call of the 
people. [Applause.] 

I have said that it is high time lovers of the Republic and 
true friends of President Roosevelt should be speaking and 
writing in plain words about that mighty murderous group 
now so industriously endeavoring to stay the steps of Presi- 
dent Roosevelt on the pathway upon which he plans to carry 
the cause of humanity to the goal of success. And for my 
own part, I feel in duty bound to banish from my vocabu- 
lary every soft word when speaking with reference to the 
four men more responsible than all others for driving both 
the Republic and the people of the Republic to their present 
sad state. 

A few days ago a distinguished Senator of the Republic 
grouped the Nation’s master enemies, naming four of them 
as first among their equals in point of infamy. Oddly 
enough, the first letter in the name of each of those four 
master public enemies was the same. Next day on the floor 
of this House our eloquent colleague from Mississippi joined 
the Senator from Michigan in naming 2 of the 4 of 
our public enemies as numbers 1 and 2. No student of pub- 
lic affairs will find any difficulty in attempting to name those 
four public names in order of their hellish atrocity. 

The eloquent Mississippian in trying to describe the ene- 
mies of the Republic, prayed that in the moment he might 
wield the brush of a Rembrandt to carry to canvas a true 
picture of those enemies and their sins against humanity. 
I now find myself with paucity of knowledge of word archi- 
tecture to enable me to portray those public enemies prop- 
erly. For the moment I shall borrow from the world’s mas- 
ter architect, Pythagoras, and from Godwin, a later master 
in word architecture, as RANKIN borrowed from Rembrandt, 
and try to carry to the country a truthful word picture of 
the Nation’s four master enemies. 

Oh, what a quartette they are—Morgan and Mellon, Meyer 
and Mills—smart rascals and sleek servants, hand in hand 
in every plot to filch a nation or to foul the golden name of 
Roosevelt; back to back to spit on truth and honor and defy 
the law’s stern call. It is meet that while they live they 
should be joined in every work and walk in life, and when 
they die the scrolls of their deeds be buried side by side, to 
lie in putrid poison state, too rank for literary jackals, too 
noxious for emulating worms. [Applause.] 

Mr. Speaker, these four names, Morgan and Mellon, Meyer 
and Mills, enrolled among the honorable and the true in the 
galaxy of financiers and statesmen will forever be names the 
mention of which will bring to the cheek of America the hot 
blood of humiliation and shame. Hated by millions of their 
impoverished victims, loathed by lovers of the right through- 
out the Nation, the business of banking and the profession 
of statescraft have been blurred by their past infamy and 
polluted by their present sin. [Applause.] 

Is my word picture of those money-mad elements and 
their representatives overdrawn? I think not. Indeed, it is 
beyond the ability of mortals to paint them in words to 
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shrivel, parch, and burn commensurate with their just 
deserts. 

What is the signal duty of an American citizen right now? 

It seems to me the finger of duty points every citizen to do 
all within the limits of his or her ability to stand squarely 
with our President in his efforts to lead the way from the 
jungles of War and Want to the plaiws of Peace and Pros- 
perity. 

I am hoping—aye, and believing—that every lover of our 
Republic will play his or her best part to guard and shield 
President Roosevelt against every malicious attack upon the 
man or upon his measures for the promotion of peace and 
prosperity at home and abroad. 

DEGREE OF BACHELOR OF SCIENCE FOR GRADUATES OF NAVAL 

ACADEMY 

Mr. VINSON of Georgia. Mr. Speaker, I ask unanimous 
consent to take from the Speaker’s table the bill (S. 753) to 
confer the degree of bachelor of science upon graduates of 
the Naval Academy, with House amendments, insist on the 
House amendments, and agree to the conference asked by 
the Senate. 

The Clerk read the title of the bill. 

The SPEAKER. Is there objection to the request of the 
gentleman from Georgia [Mr. Vinson]? [After a pause.] 
The Chair hears none and appoints the following conferees: 
Messrs. Vinson of Georgia, Drewry, and BRITTEN. 


WEST VIRGINIA 


Mr. RAMSAY. Mr. Speaker, I ask unanimous consent to 
address the House for 5 minutes. 

The SPEAKER. Is there objection to the request of the 
gentleman from West Virginia? 

There was no objection. 

Mr. RAMSAY. Mr. Speaker, I rise to discuss a bill I in- 
troduced at this session (H.R. 4109) authorizing the State of 
West Virginia to bring suit against the United States Gov- 
ernment. I believe the bill should be amended so that any 
of the States of the Union, whenever they deem it necessary, 
may be empowered to institute suits in the Supreme Court 
of the United States against the United States Government, 

A bill similar to this was passed by the United States Sen- 
ate some 13 or 14 years ago. It was prepared by the late 
Senator Lodge and Senator Chilton, of my State. 

The State of West Virginia rests its claim upon the bill 
introduced because by an act of the General Assembly of 
Virginia, passed at a session commencing on the 20th day of 
October 1783, for the purpose of expediting the establish- 
ment of the proposed confederation, authorized her Dele- 
gates in Congress—Thomas Jefferson, Samuel Hardy, Arthur 
Lee, and James Monroe—to convey all her territory known 
as the Northwestern Territory by deed to the United States 
of America, which deed was on the Ist day of March 1784, by 
said Delegates, and pursuant to the act of the Assembly 
of Virginia dated October 20, 1783, signed and conveyed 
to the Congress of the United States, ceding all that 
vast territory west of the Ohio, comprising now the States of 
Ohio, Indiana, Illinois, Wisconsin, Michigan, and so much of 
Minnesota as lies east of the Mississippi River—once the 
property of the old State or Colony of Virginia, of which, 
up until 1863, what is now West Virginia was a part. 

The Supreme Court allotted to West Virginia a part of 
Virginia’s debt, created prior to the Civil War, and, hence, 
before the State of West Virginia was admitted into the 
Union. Since West Virginia was, in the debt case, held 
liable for a proportionate part of the old debt, as recognized 
in the West Virginia Constitution, it cannot be doubted that 
it is entitled to a part of the assets of the State of Virginia 
up to the time of separation. 

WEST VIRGINIA’S RIGHT OF CLAIM 


West Virginia has never come to the Federal Government 
on this question as a supplicant. Whatever rights West 
Virginia has are protected by the written contract, consist- 
ing of the deed which was presented to the Continental 
Congress by Thomas Jefferson. That deed conveyed to the 
Federal Government the territory aforesaid west of the Ohio 
River. However, it was not an absolute deed but vested in 
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the Federal authority the right to sell and dispose of that 
territory and give to purchasers an absolute deed therefor, 
but the proceeds were required by the terms of the deed of 
grant to be held in trust for the use and benefit of the 
Thirteen Original States, or, as expressed in the deed, to 
those States which have already become part of the Federal 
Union—that fought and maintained the Revolutionary 
cause—and to those which should thereafter become mem- 
bers of that Union. The trust was so expressly stated and 
guarded that it was provided how the interest of each State 
in the proceeds of those lands should be ascertained, to wit, 
that each State should take such proportionate part of the 
whole proceeds as that State’s contribution to the Revolu- 
tionary cause should bear to the whole proceeds. 

For instance, if the Federal Government should sell or 
dispose of the property for, say, 200 millions and the old 
original State of Virginia had contributed to the cause 
50 millions, then Virginia would have fifty two-hundredths, 
or one fourth, of the entire proceeds. The same would be 
true of the other 12 original States. 

To show how earnest Jefferson and the other statesmen 
of Virginia were in this matter and how carefully they 
guarded their footsteps, it was provided that this fund 
should be kept in trust for the purpose aforesaid, “ and for 
no other purpose whatsoever.” This was a specific trust in 
which the beneficiaries were named and the interest of each 
beneficiary stated with the accuracy of a skilled draftsman. 
The framers of the present Constitution guarded this trust 
by providing that all contracts, agreements, and engage- 
ments of the Constitutional Congress should be kept and 
performed by the new Government, the United States. 

The claim of West Virginia consists of the following facts: 


1, It was a part of Virginia at the time the contract or con- 
veyance was made. 

2. The Supreme Court has held that West Virginia is liable to 
pay its part of the debts contracted when it was a part of Vir- 
ginia; that is, prior to June 1863. 

8. That the United States has never accounted for the pro- 
ceeds of the western lands, and it is known, by record, that it sold, 
gave away, and otherwise used the vast trust subject that was 
embraced in the grant of Virginia. Little of the land is now held 
by the United States. 

4. That by reason of article 6, section 1, of the Constitution of 
the United States it was provided that “all debts contracted and 
engagements entered into before the adoption of this Constitu- 
tion shall be as valid against the United States under this Consti- 
tution as under the Confederation.” 

5. That the deed heretofore referred to which conveyed said 
territory to the United States Congress explicitly provided a trust 
that was to be carried out by the United States. (That all the 
lands within the territory so ceded to the United States, and not 
reserved for or appropriated to any of the before-mentioned pur- 
poses, or disposed of in bounties to the officers and soldiers of the 
American Army, shall be considered as a common fund for the use 
and benefit of such of the United States as have become or shall 
become members of the Confederation or Federal alliance of the 
said States, Virginia inclusive, according to their usual respective 
proportions in the general charge and expenditure, and shall be 
faithfully and bona fide disposed of for that purpose, and for no 
other use or purpose whatsoever.) 

6. Instead of carrying out section 6 of proviso of said deed, the 
Congress of the United States seems to have donated many of 
these lands and much of the proceeds thereof to purely local pur- 
poses not contemplated by the deed of cession, but actually con- 
trary to its terms. And that out of this vast territory Congress 
seems to have donated to local uses, contrary to the deed, 38,864,189 
acres, valued at $2 per acre, the price fixed by Congress when these 
lands were offered for sale by the act of May 18, 1796, would 
amount to $77,728,378, and that in addition to this proceeds of 
the sales of lands amounting to $2,953,654.70 were likewise donated 
to local uses, making an aggregate of donations contrary to the 
deed of $80,682,032.70, and that the aforesaid trust has not even 
yet been entirely administered, but that there remains on hand 
undisposed of several thousand acres of these lands, and that the 
aforesaid trust is still in full force and effect. 


West Virginia comes now by this bill not to ask for money 
or any political settlement, but merely asks the right to sue 
the United States in the Supreme Court and let that Court 
settle the rights of Virginia and West Virginia, the part 
which West Virginia should have in the trust subject and the 
amount that is owned by the Federal Government under 
the trust agreement. Certainly the Federal Government 
should not object that its own Court, the highest Court of 
the land, should settle the rights of the sovereigns involved 
in this solemn covenant, 
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There can be no question of the statute of limitations, 
for obvious reasons that suggest themselves to a lawyer. 
To begin with, a trustee cannot, after default, claim the 
protection of the statute of limitations. In the next place 
there is no statute of limitations as between sovereigns. 
Neither the State of Virginia could pass a statute of limi- 
tations that would stay the hands or affect the rights of 
the Federal Government, another sovereign; nor could the 
Federal Government pass any statute of limitation that 
would limit the rights of the sovereign State of Virginia 
or West Virginia, either as the substance of the claim or 
the time of its enforcement. 

These principles seem to us to be fundamental, and, there- 
fore it may be said that limitation, as to time, cannot be 
taken into consideration. But over and above all this, the 
trust has not been wound up, because the Federal Govern- 
ment still owns a part of these lands, as we recall the 
record, in the States of Wisconsin, and probably Minnesota, 
and Michigan. No lawyer would contend that a trustee 
could interpose the statute of limitation as against an 
accounting for his default, at least until the trust has been 
wound up and the trust related to dissolved. 

The great feature of the Constitution of the United States 
is that it treats each State as a sovereign within its own 
jurisdiction. The Federal Government has only the powers 
that were granted to it by the Constitution. Beyond these 
grants of jurisdiction the States are still sovereigns; and 
certainly it was in the mind of the framers of the Consti- 
tution that the peace and good will of the States, in admin- 
istering what was left of the sovereignty of each, should not 
cause friction. - 

Therefore it was put in the Constitution that, in all mat- 
ters as to which the United States is a party, the Federal 
courts should have jurisdiction; and there can be no ques- 
tion that it is within the powers granted to the Federal 
Government to give its courts jurisdiction of a suit between 
the Federal Government and any one or more of the 
States. It has never been questioned that a suit between 
the State of Virginia, or any one of the Thirteen Original 
States on the one side, and the United States on the other 
would be cognizable in the Supreme Court. 

However, there still remains the proposition that the 
United States, being a sovereign, cannot be sued without 
its consent. It has heretofore given its consent to being 
sued by Indian tribes, corporations, and even private in- 
dividuals who have certain classes of claims. But in the 
class of claims that would be embraced by the claim of 
West Virginia, there is no statute which gives the consent 
of the Government. 

West Virginia, by this bill, merely asks the Congress to 
give the consent of the Federal Government to a suit, and 
thus leave it to the Supreme Court to decide whether or not 
the claim of West Virginia is sound; and second, how much 
that claim is. This is a peculiarly fitting time for the Con- 
gress to take this action for the following reasons. 

The judicial power of the United States as. fixed by the 
Constitution extends— 
to all cases, in law and equity, arising under this Constitution, 
the laws of the United States, and treaties made, or which shall 
be made, under their authority; to all cases affecting ambassadors, 
other public ministers, and consuls; to all cases of admiralty and 
maritime jurisdiction; to controversies to which the United States 
shall be a party; to controversies between two or more States; 
between a State and citizens of another State; between citizens 
of different States; between citizens of the same State claiming 


lands under grants of different States; and between a State, or the 
citizens thereof, and foreign States, citizens, or subjects. 


The Constitution further provides that— 


In all cases affecting ambassadors, other public ministers, and 
consuls, and those in which a State shall be a party, the Supreme 
Court shall have original jurisdiction. In all the other cases before 
mentioned the Supreme Court shall have appellate jurisdiction, 
both as to law and fact, with such exceptions and under such 
regulations as the Congress shall make (art. 3, sec. 2). 


By the eleventh amendment these powers were restricted 
as follows: 


The judicial power of the United States shall not be construed 
extend to any suit in law or equity commenced or prosecuted 


1933 


against one of the United States by citizens of another State or 
by citizens or subjects of any foreign State. 

It has been held that the United States can sue a State in 
an original suit brought in the Supreme Court of the United 
States (136 U.S. 311; 143 U.S. 621). 

In the latter case, on page 643, the Court says: 

The words in the Constitution, “in all cases 
a State shall be party the Supreme Court shall have original 
jurisdiction ”, necessarily refer to all cases mentioned in the pre- 
ceding clause in which a State may be made, of right, a de- 
fendant, or in which a State may, of right, be a party plaintiff. 

These cases settle beyond all question the constitutional 
power of the Supreme Court of the United States to deter- 
mine any suit in which a State may be a plaintiff or defend- 
ant, as well as the proposition that the United States can sue 
a State in the Supreme Court of the United States. The 
anomalous rule of allowing the United States to sue a State 
without the reciprocal right of a State to sue the United 
States rests upon the doctrine that a sovereign cannot be 
sued without its consent, and that the States gave their con- 
sent to have suits brought against them by a sister State, 
or by the United States, when they came into the Union and 
ratified the Constitution (143 U.S. 646). But the United 
States has not given its consent to be made a defendant, and 
the purpose of the bills before us and of this substitute bill 
is to grant that consent. 

The question presented is whether or not it is right, just, 
and expedient to grant that consent. In the above-cited 
case of the United States against Texas the question at issue 
was the boundary line between Texas and the Territory of 
Oklahoma. It seems that the whole of Greer County gov- 
erned by Texas was involved, Texas claiming that the county 
was within the boundary of that State and the United States 
claiming that it was within the Territory of Oklahoma. The 
Supreme Court decided that a proper running of the bound- 
ary line put Greer County within the Territory of Okla- 
homa, and thereupon the claim of Texas was held to be 
erroneous, and she was deprived of the jurisdiction which 
she had theretofore exercised over the county. The effect of 
the judgment was to transfer the land and people of the 
whole county from the jurisdiction of the State of Texas to 
the jurisdiction of the Territory of Oklahoma. If it had 
happened, by a similar mistake of running the boundary line, 
that Greer County had been erroneously placed under the 
jurisdiction of the Territory of Oklahoma, the State of Texas 
would have been helpless, except by an appeal to Congress, 
to correct the mistake. No reason has been assigned, and, 
as we think, no reason can be assigned, why, in this kind of 
a controversy, the State should not have the right to appeal 
to the judicial power of the United States and to the juris- 
diction of the Supreme Court for relief. If the sovereign 
State of Texas should be compelled to release its jurisdiction 
of a whole county by virtue of a judgment and a decree of 
the Supreme Court, then it would seem only fair, if the 
position of the parties were reversed, that the Federal Gov- 
ernment should be compelled, by the exercise of the same 
judicial power, to submit to a full legal investigation and to 
the decree and judgment which would follow the ascertain- 
ment of the facts. 

The Senate has very recently passed an act granting to 
the State of Nevada a large tract of land for the benefit of 
its school fund. The same kind of grant has been made 
to cther States. Under the terms of the grant to Nevada the 
State makes certain selections and locations under a plan 
set forth in the act. After the State shall make the selec- 
tion and location it is entirely possible that there may arise 
a conflict due to one construction by an engineer or other 
subordinate officer of the Interior Department on the one 
side and a claim of the State on the other. If the State 
shall get upon the wrong side of any such controversy, the 
United States can fix the boundary and recover her rights 
by a suit in the Supreme Court of the United States against 
the State of Nevada. But if it should so happen that the 
United States through its officer should claim and occupy 
any part of the land granted to the State, the latter is left 
to the arbitrary judgment of the Deparment of the Interior, 
right or wrong, and has no recourse to any court. 


* in which 
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But supposed rights are claimed by the State, which 
rights are, in fact, invaded by the execution of the law of 
Congress. This might make a controversy between the State 
and the United States. There would be no trouble for the 
United States to get relief by a suit in the Supreme Court; 
but the State, however much its rights might be trampled 
upon by an executive officer, will be relegated to the tedious 
processes of Congress for relief. 

Instances could be multiplied of the need of this reciprocal 
right of the States to sue the Federal Government. When 
we recall that the United States has had dealings with 
States and that contractual relations exist by virtue of acts 
of Congress and grants of lands, and that controversies have 
already arisen over boundaries, trust funds, and mutual ob- 
ligations arising out of these acts and out of actual con- 
tracts, it seems that the question whether or not the Federal 
Government should be compelled to give the States the right 
to bring suit against it on the grounds of fairness and justice 
must be answered in the affirmative. 

The Federal Government is a sovereign, but so is each of 
the States. Except so far as they have by the Constitution 
granted powers to the Federal Government, the States are 
supreme. Therefore the same reasons which can be urged 
against compelling the United States to submit to being 
made a defendant in the Supreme Court could be urged on 
behalf of each one of the States. 

In the case of United States v. Teras (143 U.S. 648), in a 
dissenting opinion by Chief Justice Fuller and Mr. Justice 
Lamar the position is taken that the United States cannot 
sue a State in an original suit in the Supreme Court. This 
dissenting opinion makes no reference to the case of 
United States v. North Carolina (136 U.S. 211), wherein the 
original jurisdiction of the Supreme Court was exercised 
without question; and the only significance to this dissent- 
ing opinion is that as late as 1891 it was seriously denied 
that the United States could sue a State without the latter’s 
consent. 

But for the eleventh amendment the States would have 
been compelled to submit to suits brought by individuals, 
because the original grant of judicial power was broad 
enough to embrace such controversies. Chisholm v. Georgia 
(2 Dall. 419). This latter decision, holding that a State may 
be sued in the Supreme Court by a citizen of another State 
and that judgment may be rendered in default of an appear- 
ance, was made in February 1793. As a direct result of this 
decision, on the 5th of March 1794, a resolution of Congress 
was passed submitting the eleventh amendment to the States 
for ratification. It is hardly worth while to consider to 
what extent the States then recognized the right of the 
Federal Government to sue them in an original suit in the 
Supreme Court of the United States, but it is altogether 
probable that had the right been then asserted the eleventh 
amendment would have contained a provision to compel the 
United States to submit to a suit by a State to the same 
extent that the State could be sued by the Federal Govern- 
ment. It must be borne in mind that nowhere in the Con- 
stitution is there an express consent given by the States to 
a suit brought by the United States. That consent is in- 
ferred from section 3, article 2 (143 U.S. 646). 

In the last case cited the Supreme Court held that the 
States, having adopted the Constitution, “agreed” to the 
grant of judicial power and original jurisdiction in the 
Supreme Court in all cases “in which a State shall be a 
party without excluding those in which the United States 
may be the opposite party, and that, therefore, the exercise 
of original jurisdiction in a suit brought by the United 
States against a State was not infringing upon the sover- 
eignty of the State but was “ with the consent of the State. 
sued.” 

It is too late to argue that by the grant of judicial power 
the States did not mean to create the anomalous condition 
that if there were mutual accounts between them and the 
United States which could not be adjusted out of court the 
State must wait for the Federal Government to bring a suit 
before it could file its set-offs. The thought constantly 
recurs, however, that the decision leaves the relations between 
the Federal Government and the States in the position that 
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if the United States should sue a State upon an account the 
State might file a set-off which would more than avail to 
defeat the claim of the United States, and yet might not have 
a judgment over for the difference between the claim of the 
plaintiff and that of the defendant. The above considera- 
tions make it clear that there are no constitutional reasons 
why this bill should not pass. The. grant of judicial power 
extends to “controversies to which the United States shall 
be a party.” The Supreme Court has held that because orig- 
inal jurisdiction is given in those suits “to which a State 
shall be a party” the United States may sue a State in the 
Supreme Court. 

Justice is denied when one party can sue and the other 
cannot. It cannot long obtain that the United States can 
sue a State, denying the reciprocal right to the State, without 
engendering a feeling of distrust, suspicion, and envy which 
is not conducive to patriotism and cordiality. The sovereign 
dignity of the States is as much their pride as in the sov- 
ereign dignity of the United States. The judicial construc- 
tion which has evolved an actual consent of sovereign States 
to be sued by the Federal Government by an interpretation of 
article III, section 2, of the Constitution, has clearly created 
an anomalous and unfair, if not a dangerous, situation. We 
hear much these days of the rights of States. All admit that 
insofar as power has not been granted by the Constitution 
the States are supreme, but the fear is often expressed that 
gradually the Federal Government is encroaching upon the 
rights of the States. Is not this one-sided right to invoke 
the judicial power, in controversies between the Nation and 
the States, an instance of such an encroachment, as well as 
a needless denial of justice? 

The suggestion is made that this Republic, composed of 48 
sovereign States, each with equal dignity and right, and all, 
outside of the granted powers in the Constitution, real 
sovereigns, has so construed the grant of judicial power and 
of jurisdiction to the Supreme Court as to leave the States, 
in their contractual relations with the Federal Government, 
but half sovereigns. A national tribunal has been created 
which has jurisdiction over all suits to which a State may 
be a party, and yet the States are in the humiliating posi- 
tion of being compelled to submit to a suit brought by the 
Federal Government without the reciprocal right of com- 
pelling the Government to submit to a suit brought by a 
State in the same kind of a controversy. In other words, 
the Federal Government, one sovereign, can compel the 
State, another sovereign, to keep the latter’s obligations; 
but, no matter how solemn may be the duty and the obli- 
gation of the Federal Government, the State is powerless to 
enforce it. Does not such a condition imply a misconcep- 
tion of the purposes and objects to be attained in giving 
original jurisdiction to the Supreme Court? How can we 
expect the States to be satisfied, to feel that security which 
comes only with the consciousness of justice, when the en- 
forcement of justice is one-sided and arbitrary? 

The general grant of judicial power in suits in which the 
United States may be a party and the grant of original 
jurisdiction in the Supreme Court in a suit in which a State 
shall be a party have been so construed as to read that 
“the judicial power shall extend to suits to which the United 
States shall be a party plaintiff”, whereas the Constitution 
meant to create a tribunal to try cases in which the United 
States is a “ party.” 

This bill will put into operation the full judicial power 
granted by the Constitution. 

Upon the grounds of expediency, nothing can be urged 
against this bill except the possibility of the United States 
having to defend many suits. Such a claim is an indict- 

*ment of each one of the 48 States of the Union. 

It is unfair to the States and entirely inconsistent with 
their sovereign dignity to presuppose that any of them will 
attempt to implead the United States, except in a contro- 
versy which has received careful consideration and which 
cannot be adjusted except by an appeal to the highest court 
in the land and is of such importance as to demand that 
judgment. 


May 18 


It might as well be argued that the United States would, 
upon slight cause, harass the States as it is to contend that 
the States would, except in the utmost faith, sue the United 
States. The States act by the authority of their legislative 
bodies and through their executive departments. There is 
nothing in the past history of the government of the States 
to justify the belief that the legislature of a State would 
authorize a suit to be brought against the Federal Govern- 
ment unless it was concerning a matter of great importance 
which could be settled in no other way. If the Federal Goy- 
ernment has not abused its right of suit against the States, 
SO we may well conclude the States will not abuse the pro- 


“posed legislation. The 48 sovereigns of the United States 


may well be trusted to confine their suits, brought under the 
proposed legislation, to matters which comport with the dig- 
nity of the Supreme Court and the high regard which the 
people of the country have for that tribunal. 

The proposed legislation will make for peace, contentment, 
and good feeling. The Supreme Court of the United States 
is the national tribunal. It now tries controversies between 
States involving all sorts of questions of boundary and 
mutual obligations. 

N.J. v. N.Y. (5 Peters, 284) ; R.I. v. Mass. (12 Peters, 657); 
Mo. v. Iowa (7 How. 660); Fla. v. Ga. (17 How. 478); Ala. v. 
Ga. (23 How. 505); Mo. v. Ky. (11 Wall. 395); Va. v. W.Va. 
(11 Wall. 39); Nebr. v. Iowa (143 U.S. 359). 

An investigation of the record in those suits will show 
that they were not instituted for slight cause, but that the 
controversies embrace matters which were in good faith in 
dispute between the parties, and were of such dignity and 
importance as to demand decision by the Supreme Court of 
the United States. There is nothing in any of these cases 
to warrant the suggestion that the States acted hastily in 
bringing the suits. It is submitted that to legislate upon 
the assumption that one sovereign State of this Union would 
abuse the jurisdiction of the United States Court is entirely 
out of harmony with the history of this country, the con- 
duct of the States in the past, and is almost insulting to the 
sovereign dignity of the States. 

The proposed legislation limits the suits which can be 
brought under its provisions to those which would be cog- 
nizable in a court of justice “between individuals.” That 
clause was intended to exclude any chance of involving a 
political right or claim as the subject matter of a suit. 
There was inserted in the bill the right of the United States 
in any such suit to interpose any counterclaim, set-off, equi- 
table, or other defense, which could be made by the defend- 
ant were such suits between individuals. One of the pur- 
poses of that clause was to make it perfectly clear that 
where the questions involved would be the settling of ac- 
counts there could be no doubt of the right of the United 
States to interpose any matter which might make the settle- 
ment complete. 

In the case of Virginia v. West Virginia (220 U.S. 27) the 
Supreme Court held that in suits between States: 

The case is to be considered in the untechnical spirit proper 
for dealing with a quasi-international controversy, remembering 
that there is no municipal code governing the matter and that 
this court may be called on to adjust differences that cannot be 
dealt with by Congress or disposed of by the legislature of either 
State alone. 

And in Kansas v. Colorado (206 U.S. 46) the court said: 


In a qualified sense and to a limited extent the separate States 
are sovereign and independent, and the relations between them 
partake something of the nature of international law. 


Inasmuch as the court announced this principle upon the 
ground that the parties to the suit were sovereigns, the same 
rule would apply in controversies between the United States 
and a State. 

In the case of Virginia against West Virginia, supra, it was 
held that in the exercise of its original jurisdiction the 
Supreme Court is not bound by any special rule or by any 
particular form of pleading, but that it could exercise its 
original jurisdiction in its own way. Suits brought under 
the proposed act would, of course, be governed by this rule. 
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LEAVE OF ABSENCE 

By unanimous consent, leave of absence was granted to 
Mr. Goss (at the request of Mr. BAKEWELL), indefinitely, 
on account of illness in his family. 


MUSCLE SHOALS 


The SPEAKER. Without objection, House Resolution 131, 
providing for the consideration of the Muscle Shoals bill, 
will be laid on the table. 

There was no objection. 

ENROLLED BILL SIGNED 


Mr. PARSONS, from the Committee on Enrolled Bills, 
reported that that committee had examined and found truly 
enrolled a bill of the House of the following title, which was 
thereupon signed by the Speaker: 

H.R. 5081. An act to improve the navigability and to 
provide for the flood control of the Tennessee River; to 
provide for reforestation and the proper use of marginal 
lands in the Tennessee Valley; to provide for the agricul- 
tural and industrial development of said valley; to provide 
for the national defense by the creation of a corporation for 
the operation of Government properties at and near Muscle 
Shoals in the State of Alabama, and for other purposes. 

ADJOURNMENT 

Mr. BOYLAN. Mr. Speaker, I move that the House do 
now adjourn. 

The motion was agreed to; accordingly (at 1 o’clock and 
32 minutes p.m.) the House adjourned until tomorrow, Fri- 
day, May 19, 1933, at 12 o’clock noon. 


COMMITTEE HEARING 
COMMITTEE ON WAYS AND MEANS 
(Friday, May 19, 10 a.m.) 

The Committee on Ways and Means will hold a hearing 
Friday morning, May 19, at 10 o'clock, in the Ways and 
Means Committee room to consider the industrial recovery 
bill. 


EXECUTIVE COMMUNICATIONS, ETC. 


Under clause 2 of rule XXIV, executive communications 
were taken from the Speaker’s table and referred as follows: 

71. A letter from the Secretary of War, transmitting a 
letter from the Chief of Engineers, United States Army, 
dated May 12, 1933, submitting a report, together with 
accompanying papers, on a preliminary examination of 
Nehalem River, Oreg., authorized by the River and Harbor 
Act approved July 3, 1930; to the Committee on Rivers and 
Harbors. 

72. A letter from the Secretary of War, transmitting 
copies of the confession of James E. Mandell and Harry A. 
Lafray, dated January 4, 1933, of the robbery of the safe in 
the finance office of the War Department at Fort Douglas, 
Utah, on October 28, 1932; to the Committee on Claims. 

73. A letter from the Secretary of the Navy, transmitting 
draft of a bill to authorize the President to place on the 
retired list any commissioned or warrant officers on the ac- 
tive list of the Navy and Marine Corps; to the Committee on 
Naval Affairs. 


REPORTS OF COMMITTEES ON PUBLIC BILLS AND 
RESOLUTIONS 

Under clause 2 of rule XII, 

Mr. STEAGALL: Committee on Banking and Currency. 
S. 1094. An act to provide for the purchase by the Recon- 
struction Finance Corporation of preferred stock and/or 
bonds and/or debentures of insurance companies; with 
amendment (Rept. No. 144). Referred to the Committee 
of the Whole House on the state of the Union. 

Mr. VINSON of Georgia: Committee on Naval Affairs. 
H.R. 4811. A bill limiting increased pay for making aerial 
flights; with amendment (Rept. No. 145). Referred to the 
Committee of the Whole House on the state of the Union. 
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PUBLIC BILLS AND RESOLUTIONS 

Under clause 3 of rule XXII, public bills and resolutions 
were introduced and severally referred as follows: 

By Mr. LAMNECE: A bill (H.R. 5677) to provide for the 
appointment as warrant officers, United States Army, of 
classified clerks, War Department, with 30 years’ service as 
such, and also commissioned service, United States Army, 
during the World War; to the Committee on Military Affairs. 

By Mr. KNUTSON: A bill (H.R. 5678) to authorize the 
erection of a tablet to commemorate the discovery of the 
headwaters of the Mississippi River; to the Committee on 
Military Affairs. 

By Mr, MAPES: A bill (H.R. 5679) to amend the act 
entitled “An act to require a contractor to whom is awarded 
any contract for public buildings or other public works or 
for repairs or improvements thereon for the District of 
Columbia to give bond for the faithful performance of the 
contract, for the protection of persons furnishing labor and 
materials, and for other purposes, approved July 7, 1932; 
to the Committee on the District of Columbia, 

By Mr. SANDERS: A bill (H.R. 5680) to broaden the lend- 
ing powers of the Reconstruction Finance Corporation for 
the purpose of developing proven leases in United States oil 
fields; to the Committee on Banking and Currency, 

By Mr. KNUTSON: A bill (H.R. 5681) to set aside certain 
lands for the Leech Lake Band of Chippewa Indians in the 
State of Minnesota; to the Committee on Indian Affairs. 

By Mr. McCLINTIC: A bill (H.R. 5682) to provide for the 
payment of the adjusted-service certificates; to the Com- 
mittee on Ways and Means. 

By Mr. VINSON of Georgia: A bill (H.R. 5683) to au- 
thorize the President to place on the retired list any com- 
missioned or warrant officer on the active list of the Navy 
and Marine Corps; to the Committee on Naval Affairs. 

By Mr. WALLGREN: A bill (H.R. 5684) granting the con- 
sent cf Congress to Ernest N. Hutchinson, Otto A. Case, and 
A. C. Martin to construct, maintain, and operate a bridge 
across Deception Pass, between Whidby Island and Fidalgo 
Island, in the State of Washington; to the Committee on 
Interstate and Foreign Commerce. 

By Mr. SCRUGHAM: A bill (H.R. 5685) to provide for 
regulated expansion of currency and credit, to reduce the 
national debt, to raise the price level of commodities, and 
for other purposes; to the Committee on Banking and 
Currency. 

By Mr. CELLER: A resolution (H.Res. 148) protesting Nazi 
anti-Semitism; to the Committee on Foreign Affairs. 


MEMORIALS 

Under clause 3 of rule XXII, memorials were presented 
and referred as follows: 

By the SPEAKER: Memorial of the State of Florida, me- 
morializing Congress to pass House bill 3083; to the Com- 
mittee on the Judiciary. 

Also, memorial of the Legislature of the State of Mary- 
land, memorializing Congress to repeal as soon as possible 
the 2-cent tax on checks; to the Committee on Ways and 
Means. 


PRIVATE BILLS AND RESOLUTIONS 


Under clause 1 of rule XXII, private bills and resolutions 
were introduced and severally referred as follows: 

By Mr. DOUTRICH: A bill (H.R. 5686) for the relief of 
Russell H. Lindsay; to the Committee on Naval Affairs. 

Also, a bill (H.R. 5687) for the relief of Eleanor Freed- 
man; to the Committee on Claims. 

Also, a bill (H.R. 5688) granting an increase of pension to 
Nannie J. Hood; to the Committee on Invalid Pensions. 

By Mr. O’MALLEY: A bill (H.R. 5689) providing for the 
advancement in rank of Frederick L. Caudle on the retired 
list of the United States Navy; to the Committee on Naval 
Affairs. 
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PETITIONS, ETC. 

Under clause 1 of rule XXII, petitions and papers were 
laid on the Clerk's desk and referred as follows: 

1085. By Mr. BECK: Resolution of the Philadelphia Board 
of Trade, protesting against recognition of Soviet Russia by 
the United States; to the Committee on Foreign Affairs. 

1086. By Mr. BOILEAU: Petition signed by members of 
the Congregational Beth Israel, Stevens Point, Wis., protest- 
ing against the treatment of the Jews in Germany; to the 
Committee on Foreign Affairs. 

1087. By Mr. BRENNAN: Memorial of the State of Ili- 
nois, memorializing Congress to retain the veterans’ hospital 
at Dwight, III.; to the Committee on World War Veterans’ 
Legislation. 

1088. By Mr. DURGAN of Indiana: Petition of Jewish 
residents of La Fayette, Ind., and vicinity, protesting against 
the treatment given the Jewish people in Germany; to the 
Committee on Foreign Affairs. 

1089. By Mr. LESINSKI: Petition of combined young Jew- 
ish organizations of Detroit, demanding the United States 
Government to exercise its diplomatic powers to bring about 
a cessation of persecution of the Jews in Russia, so that the 
degrading action of the Hitler government in Germany be 
terminated; to the Committee on Foreign Affairs. 

1090. Also, petition of the Detroit Jewish community, re- 
questing United States governmental influence in demanding 
that the outrages in Germany against the Jews be stopped; 
to the Committee on Foreign Relations. 

1091. By Mr. MILLARD: Resolution that the Westchester 
County District Council of Carpenters go on record as being 
in favor of the 6-hour day; to the Committee on Labor, 

1092. Also, petition of the Building Material Men's Asso- 
ciation of Westchester County in the State of New York, 
addressed to the Congress and the legal authorities of the 
Government, to amend existing laws and so interpret the 
existing laws as to restore business to a stable structure; to 
the Committee on Ways and Means. 

1093. By Mrs. ROGERS of Massachusetts: Petition of the 
Massachusetts State Senate, petitioning for the continuance 
of the United States naval hospital and the United States 
marine hospital at Chelsea, Mass.; to the Committee on 
Naval Affairs. 

1094. Also, petition of the United Federal Civil Service 
Workers at Boston, Mass., asking for relief for the Govern- 
ment employees receiving low salaries on account of the 15- 
percent reduction in their salaries; to the Committee on 
Appropriations. 

1095. By Mr. RUDD: Petition of New York Board of 
Trade, Inc., New York City, favoring certain amendments to 
the Black bill, S. 158, 30-hour week; to the Committee on 
Labor. 

1096. Also, petition of the Pennsylvania State Hotel Asso- 
ciation, Philadelphia, Pa., favoring the passage of the Clyde 
M. Kelly bill, H.R. 5157, appropriating $300,000,000 for Fed- 
eral highway construction; to the Committee on Ways and 
Means. 

1097. Also, petition of the New York Board of Trade, Inc., 
New York City, opposing the St. Lawrence waterway ratifi- 
cation; to the Committee on Interstate and Foreign Com- 
merce. 


SENATE 
FRIDAY, May 19, 1933 
(Legislative day of Monday, May 15, 1933) 


The Senate, sitting as a court for the trial of articles of 
impeachment against Harold Louderback, judge of the 
United States District Court for the Northern District of 
California, met at 10 o’clock a.m., on the expiration of the 
recess. 

The managers on the part of the House of Representa- 
tives appeared in the seats prowided for them. 

The respondent, Harold Louderback, with his counsel, 
Walter H. Linforth, Esq., and James M. Hanley, Esq., ap- 
peared in the seats assigned to them. 


May 19 


PROCLAMATION 

The VICE PRESIDENT. The Sergeant at Arms will pro- 
claim the court in session. 

The Sergeant at Arms made the usual proclamation. 

THE JOURNAL 

On motion of Mr. AsHurst, and by unanimous consent, 
the reading of the Journal of the Senate sitting as a Court 
of Impeachment for the calendar day of May 18 was dis- 
pensed with, and the Journal was approved. 

CALL OF THE ROLL 

Mr. ASHURST. I suggest the absence of a quorum. 

The VICE PRESIDENT. The clerk will call the roll. 

The legislative clerk called the roll, and the following 
Senators answered to their names: 


Ashurst Dale Keyes Patterson 
Austin Dickinson King ‘ope 
Bachman Duffy Lewis Robinson, Ark. 
Barbour Fess Robinson, Ind. 
Bratton Frazier McCarran eppard 
Brown Hale McGill Thomas, Utah 
Bulow Hayden Murphy 

Caraway Kean Neely Vandenberg 
Carey Kendrick Norris alsh 


Mr. LEWIS. I wish to announce that the Senator from 
South Carolina [Mr. Byrnes] and the Senator from New 
York [Mr. CopELAND] are necessarily detained from the 
Senate. 

I desire further to announce that the senior Senator from 
Georgia [Mr. GEORGE] and the junior Senator from Georgia 
(Mr. Russet] are absent in attendance on the funeral of 
the late Representative Brand, of Georgia. 

I wish also to announce that the Senator from North 
Carolina [Mr. REYNOLDS] is detained from the Senate on 
account of illness. I desire these announcements to stand 
for the day. 

The VICE PRESIDENT. Thirty-six Senators have an- 
swered to their names. A quorum is not present. The clerk 
will call the names of the absent Senators. 

The legislative clerk called the names of the absent Sena- 
tors, and Mr. HATFIELD answered to his name when called. 

Mr. BLACK, Mr. BANKHEAD, Mr. Nye, Mr. Apams, and Mr. 
Van Nuys entered the Chamber and answered to their 
names. 

The VICE PRESIDENT. Forty-two Senators have an- 
swered to their names. A quorum is not present. 

Mr. ASHURST. I move that the Sergeant at Arms be 
directed to request the attendance of absent Senators. 

The motion was agreed to. 

The VICE PRESIDENT. The Sergeant at Arms will carry 
out the order of the Senate. 

After a little delay Mr. STEPHENS, Mr. METCALF, Mr. Mc- 
KELLAR, Mr, STEIWER, Mr. WHITE, Mr. Byrp, Mr. Capper, Mr. 
CLARK, Mr. COOLIDGE, Mr. Couzens, Mr. HEBERT, Mr. BAILEY, 
Mr. BARKLEY, Mr. Bone, Mr. BULKLEY, Mr. CONNALLY, Mr. 
Costican, Mr. Curtrync, Mr. DILL, Mr. Erickson, Mr. 
FLETCHER, Mr. GLAss, Mr. GOLDSBOROUGH, Mr. Harrison, Mr. 
Hastines, Mr. La FOLLETTE, Mr. Lewis, Mr. Lonc, Mr. Mc- 
Anoo, Mr. McNary, Mr. PITTMAN, Mr. REED, Mr. SCHALL, Mr. 
SHIPSTEAD, Mr. SMITH, Mr. THomas of Oklahoma, Mr. TOWN- 
SEND, Mr. Typincs, Mr. Wacner, Mr. Watcott, and Mr. 
WHEELER entered the Chamber and answered to their names. 

The VICE PRESIDENT. Eighty-three Senators have 
answered to their names. A quorum is present. 

DEATH OF THEODORE F. SHUEY 

Mr. ROBINSON of Arkansas. Mr. President, I ask that 
the Senate, sitting as a court, suspend its proceedings for a 
brief time in order that tribute may be paid to the mem- 
ory of a faithful official of the Senate who has passed 
away. 

The VICE PRESIDENT. Is there objection? The Chair 
hears none, and the proceedings of the Senate, sitting as a 
Court of Impeachment, will be temporarily suspended. 

Mr. ROBINSON of Arkansas. Mr. President, last night 
near the hour of midnight, I think, at 11:40, Mr. Theodore 
F. Shuey departed this life. 

On the 9th of April, when his services were interrupted, 
he had faithfully and diligently performed his duties as 
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Official Reporter for this body for a period of 65 years with- 
out absence for a single day. I doubt if in the history of 
this country there is a comparable record to that which was 
made by Mr. Shuey. His record is remarkable not alone 
for long service but for notable and exceptional efficiency. 
Every Senator who hears me will recall his diligence, his 
accuracy, his promptness in recording and transcribing the 
proceedings of the Senate. 

To diligence, promptness, and efficiency he added a meas- 
ure of good will and of cheerfulness which won for him the 
admiration and the affection of all with whom he served. 
During the 65 years of his labors here Senators came and 
went; revolutions occurred, bringing great changes not only 
to the institutions of other countries but also influencing 
those of our own beloved land. 

It is fitting and appropriate that reference should be made 
in this presence and that public note should be taken by the 
Senate of the passing of this faithful, just man. 

Mr. VANDENBERG. Mr. President, throughout my term 
in the Senate I have been under the constant inspiration 
of contact with the late Mr. Shuey, to whom the Senator 
from Arkansas has so notably referred. I recall that only 
a few weeks ago it was my pleasure to rise in the Senate 
and refer to the fact that in no other life within our pur- 
view did the gulf stream of youth run so warm and so strong 
in the Arctic circle of the years. The gulf stream now is the 
gulf stream of his memory, but it will always be as warm 
in death as it was in life. Our affections and our respect 
and our veneration for Mr. Shuey will respond to the roll 
call of his memory even though he no longer responds to the 
roll call of our service. Public service never had a more 
capable and faithful trustee. The Senate never could have 
greater loyalty and competence and character in those who 
labor with it for the national welfare. 

Mr. FESS. Mr. President, if appreciation for service ren- 
dered, if gratitude for the courtesies shown, if loving affec- 
tion of his associates, which covered almost every Senator’s 
activities in his official life for two generations, are bases for 
happiness, surely Mr. Shuey should now be a happy man. 

PORTER J. M’CUMBER 

Mr. FRAZIER. Mr. President, I wish to announce that 
former Senator Porter J. McCumber, of North Dakota, passed 
away last night. Those who have been Members of the Sen- 
ate for some years will remember Senator McCumber very 
well. He was an able statesman and served with a great 
deal of ability for a period of 24 years. He was chairman 
of the powerful Finance Committee for. several years, and 
was the author of important legislation. 

I wish to say that the funeral will take place at his resi- 
dence here in the city tomorrow afternoon at 2 o’clock. 

RESUMPTION OF IMPEACHMENT TRIAL 

The Senate, sitting as a Court of Impeachment, resumed 
its session. 

The VICE PRESIDENT. Are counsel for the respondent 
ready to proceed? 

Mr. LINFORTH. Mr. President, we should like to recall 
the witness, Mr. Zolinsky, for information requested by a 
Senator. 

The VICE PRESIDENT. The witness will be recalled. 
The Chair appoints the Senator from West Virginia [Mr. 
Nee.y) to preside for the day. 

(Thereupon Mr. NEELY took the chair as Presiding Officer 
for the day.) 

EXAMINATION OF JOHN H. ZOLINSKY¥—CONTINUED 

John H. Zolinsky, having been previously sworn, was 
recalled, and testified as follows: 

By Mr. LINFORTH: 

Q. Mr. Zolinsky, you were requested yesterday to obtain 
the items of the amount referred to by you of $17,000 mis- 
cellaneous expenses. Have you since the recess last evening 
examined the book for the purpose of the de- 
tails of that amount?—A. I have. 

Q. Will you please state the amounts in detail which make 
up the total of seventeen-odd thousand dollars referred 
to by you yesterday?—A. There was paid to the firm of 
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attorneys Thelen & Marrin the sum of $4,375; to the firm of 
DeLancey Smith & Brown, $4,375; to the firm of Murray, 
Holderman & Lockwood, $1,000. These amounts I gave 
yesterday. 

There was also paid for the court filing fees, court re- 
porters’ fees, notarial services, and for certified copies of 
reports $808.77. There was paid to the appraiser who ap- 
praised the firm’s assets $175. There was paid for sta- 
tionery, printing, publication of notices, mailing of claims, 
photostatic copies of the report $1,550.01. There was paid 
for rent of bookkeeping and calculating machines and other 
office appliances $253.45. 

There was paid for rent of safe-deposit boxes $52.50. 

There was also paid an additional amount of $185.33 to 
the firm of Thelen & Marrin for expenses incidental to the 
filing of the applications, filing fees, and bonds. 

Paid to Ernest Williams, United States commissioner, San 
Francisco, who acted as master in some of the cases with 
customers, $125. 

Paid for postage, $126.48. 

Paid for taxes, $60.62. 

Paid for telephone and telegraph, $1,024.55. : 

Paid as trustee fees to a trust company in New York, 
which was holding securities, $222.18. 

Paid for insurance on receiver’s bonds on securities, 
fidelity bonds, and so forth, $2,574.43. 

This totals $17,120.47. 

Q. That is the total that you referred to yesterday?— 
A. Yes, sir. We called that “legal and other expenses ” 
yesterday. 

Q. And where you referred to amounts paid for filing fees, 
telephone, and the like, does that cover the period of the 
receivership?—A. Yes; it does. 

Q. The entire period since the appointment of the receiver 
in March, 1930?—A. Yes, sir. 

Mr. LINFORTH. I think that is all. 

The WITNESS. Pardon me. There is one more ex- 
pense—miscellaneous office expense, $212.15. 

Q. Those amounts make the total you gave me?—A. Tho: 
amounts make the total. > 

The PRESIDING OFFICER. Is there any cross-examina- 
tion? 

Mr. Manager SUMNERS. We have no questions. 

The PRESIDING OFFICER. The witness will stand aside. 
Call the next witness. 

Mr. LINFORTH. We ask that» the witness Herbert 
Erskine, partly examined yesterday, resume his testimony. 

The PRESIDING OFFICER. Please recall Mr. Erskine. 

EXAMINATION OF HERBERT W. ERSKINE——RESUMED 

Herbert W. Erskine, having been previously sworn, was 
recalled. 

By Mr. LINFORTH: 

Q. Mr. Erskine, are you familiar with the application that 
was filed for compensation for the attorneys for the re- 
ceiver?—A. Yes. 

Q. I hand you a document and ask you if this is the appli- 
cation?—A. That is it. 

Q. Annexed to the application is a detailed statement of 
the services rendered. Is that correct?—A. Yes; with the 
exception of the time that I spent on it. That is not in 
there at all. 

Q. This detailed statement embraces 114 pages, does it 
not?—A. Yes. 

Mr. LINFORTH.. We offer this application as an exhibit 
in connection with the testimony of the witness. 

The PRESIDING OFFICER. It will be admitted. 

(The document was marked U.S. S. Exhibit C.“) 

Mr. Manager SUMNERS. Mr. President, may I suggest 
to counsel for the respondent that the instrument to which 
he refers has already been printed as an exhibit, as I under- 
stand, in connection with the investigation made in San 
Francisco. 

Mr. LINFORTH. And for that reason there will be no 
need of having it printed in today’s proceedings. 

Mr. Manager SUMNERS. There is no objection to the 
admission of the document. 
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The PRESIDING OFFICER. The document will be ad- 
mitted, but not again printed in the record. 

Mr. KING, Mr. President, a parliamentary inquiry. 

The PRESIDING OFFICER. The Senator will state it. 

Mr. KING. I may transcend the rule: Would it be pos- 
sible for members of the court to be furnished with copies 
of the document which Judge Sumners stated is printed 
in the record? 

The PRESIDING OFFICER. The Chair is not informed 
as to that. 

Mr. Manager SUMNERS. Mr. President, if I may have 
the privilege of answering the interrogation propounded 
to the Chair, there are enough copies already printed to 
furnish a copy to each of the Senators. They may be had 
from the room of the Committee on the Judiciary. If it is 
agreeable to the Chair and Members of the Senate, I will 
undertake to have enough copies brought to the Senate 
Chamber for the use of such Senators as may want them. 

Mr. McKELLAR. Mr. President, I hope that course will 
be pursued. I should like to have a copy of the document. 

The PRESIDING OFFICER. The documents will be sup- 
plied in pursuance of the statement just made by Judge 
SUMNERS. 

By Mr. LINFORTH: 

Q. Mr. Erskine, are you familiar with the petition or ap- 
plication filed on behalf of the receiver for compensation?— 
A. Yes. 

Q. I hand you a document consisting of 62 typewritten 
pages and ask you if this is that document.—A. Les, sir. 

Mr. LINFORTH. We offer this document as an exhibit 
in connection with the testimony of the witness; and we 
ask the honorable manager on the part of the House, Mr. 
Sumners, if that has also been printed in the record that 
he has referred to. 

Mr. Manager SUMNERS. Mr. President, it is my under- 
standing that it has also been printed in the record to 
which reference has been made. 

Mr. LINFORTH. And that copies of that may be also 
furnished to the Senate? 

Mr. Manager SUMNERS. If I may say so for the infor- 
mation of the Senate and counsel for the respondent, we 
have just sent for 100 copies of the entire record in which 
this document and the preceding document have been in- 
cluded. They will be in the office of the Sergeant at Arms 
within an hour from this time. 

Mr. LINFORTH. With that understanding, we state, so 
far as the respondent is concerned, that there is no need 
of printing this document in the record. 

The PRESIDING OFFICER. This document also will be 
received, but not again printed. 

(The document was marked U.S.S. Exhibit D.“) 

By Mr. LINFORTH: 

Q. Mr. Erskine, when the application for attorney fees and 
the application for the fees of the receiver came on to be 
heard, were you in court presenting the application?— 
A. Yes. 

Q. Can you state from recollection on what day or days 
those applications were on hearing?—A. As I recollect, on 
Saturday, Monday, and Tuesday, in the middle of March 
of 1931. I could not give you the exact dates. 

Q. Do you remember what proceedings were had and taken 
upon the hearing of those applications?—A. Yes; generally. 

Q. Was evidence taken as to the value of the services of 
the receiver and the attorneys?—A. Yes. 

Mr. Manager SUMNERS. Mr. President, the managers 
recognize the right, perhaps, to interpose objections to the 
testimony of this witness to that which is contained in a 
document; but we waive that right. We do not insist upon 
the right, but at this point we want to indicate our waiver, 
and ask the privilege of pursuing the same character of 
examination in order to avoid an unnecessary consumption 
of time. 

The PRESIDING OFFICHR. Does the manager on the 
part of the House mean that the testimony that is now being 
taken already appears in the record? 
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Mr. Manager SUMNERS. It is a matter of documentary 

The PRESIDING OFFICER. Why repeat the evidence? 

Mr. LINFORTH. Mr. President, it is my understanding 
that this testimony is not in the record, and I am now laying 
the foundation for its admission. 

Mr. Manager SUMNERS. We do not insist upon the point 
one way or the other. We have no objection to this charac- 
ter of testimony, but are simply asking the privilege of 
pursuing it ourselves. I say very candidly to the Chair and 
to counsel for the respondent that I think it is a good 
thing to do with regard to these voluminous records. > 

The PRESIDING OFFICER. If the evidence is not in the 
record, the counsel will proceed. If it is, of course, the 
Chair assumes that the court does not want it repeated. 

Mr. LINFORTH. It is my understanding, Mr. President, 
that the testimony is not in the record; and it is my purpose 
at this time to have the witness briefly indicate the record, 
and then we will offer the record. 

The PRESIDING OFFICER. Proceed. 

By Mr. LINFORTH: 

Q. Mr. Erskine, what witnesses were examined upon that 
hearing in regard to the question of attorneys’ fees?—A. On 
behalf of the attorneys for the receiver, Mr. John L. McNab, 
Mr. Albert Rosenshine, Mr. Henry Jacobs, and Mr. Milton 
Newmark. 

Q. In addition to that, was testimony given or were state- 
ments made by yourself and your associate and Mr. Short 
with reference to the services rendered?—A. My brother, 
Morse Erskine, made a statement with respect to the services 
our firm and Mr. Short had performed. 

Q. Do you recall at this time what value John L. McNab 
placed upon the services of the attorneys?—A. My recollec- 
tion is $75,000. 

Q. Do you recollect at this time what value was placed 
upon the services of the attorneys by Mr. Rosenshine?—A. 
$65,000. 

Q. Do you recollect what value was placed upon the serv- 
ices of the attorneys by Mr. Jacobs?—A. My recollection is 
between $55,000 and $60,000. 

Q. Do you recollect what value was placed upon the serv- 
ices of the attorneys by Mr. Ehrmann, called as a witness in 
opposition to the application?—A. My recollection is $25,000. 

Q. Did anyone called upon the hearing testify as to the 
amount of service so far as the receiver was concerned?— 
A. The amount of service? 

Q. Did anyone fix an amount in testifying as to the value 
of the services of the receiver?—A. Mr. Newmark did. 

Q. What value did Mr. Newmark fix on the services of 
the receiver?—A. I have not that in mind, Mr. Linforth. 

Q. Will you state in a few words whether or not Mr. 
Newmark made a speciality of any branch of the legal 
business?—A. Mr. Newmark I have known for many years. 
He was formerly with Mr. Mansfield, who when I was ad- 
mitted to practice was the leading bankruptcy lawyer on 
the Pacific coast. Mr. Newmark since Mr. Mansfield’s 
death has continued on in the same line of practice, and has 
been in the bankruptcy practice on the Pacific coast prac- 
tically all of his professional career. 

Q. Is he considered an expert in that locality on that 
subject?—A. There is no question about it. 

Q. Who was the attorney who led the opposition as to 
the allowance of attorney fees?—A. Mr. Scampini. 

Q. Whom did he represent upon the hearing of the appli- 
cation?—A. He represented four creditors, one of them 
I believe his name was Dr. Isnardi—the largest general 
creditor. 

Q. After the matter had been on hearing for 2 days, 
did you have a conference with Mr. Scampini on the ques- 
tion of agreeing on the amount of attorney fees?—A. I did. 

Q. When and where did you have that conversation with 
Mr. Scampini?—A. Mr. Scampini came to my office the 
morning of the third day, around noontime. 

Q. Was that due to any appointment or suggestion on 
your part?—A. No. He called me up and asked if he could 
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come over to see me. I made the appointment, and he came 
to see me at 12 o’clock, approximately. 

Q. Was that about 12 o’clock of the day on which the 
hearing was to continue at 1 o’clock?—A. Yes. 

Q. Briefly, what did he say to you on that subject?— 
A. He said that he and the attorneys for the other creditors 
and the creditors had been discussing the matter; they had 
listened to the testimony for 2 days, and had an opportunity 
to go through the records and form a better judgment as to 
the nature and character and amount of services performed, 
and that they had concluded that the services were worth 
more than they had originally estimated, and that they 
would suggest that the matter be concluded, if it could be, 
for $75,000, to cover the services of all of the attorneys— 
that is, for the receiver, for the plaintiff, and for the de- 
fendant and of the receiver—rendered up to that time, in 
addition to the amounts that had already been paid the 
receiver. 

Q. Up to that time 

Mr. Manager SUMNERS. Just a moment. Mr. President, 
it is recognized that the testimony just given is hearsay 
testimony, and it probably should be excluded, under the 
ordinary rules governing the admission of testimony, under 
the circumstances; but we are not going to ask that that 
testimony be stricken out, because we think that the men 
who constitute this court are quite capable of accepting and 
analyzing the testimony that is being admitted. 

Mr. LINFORTH. Mr. President, the object of the testi- 
mony—— 

The PRESIDING OFFICER. There is no objection. It is 
not necessary to reply. Proceed. 

Q. (By Mr. LINFORTH.) Had any compensation been 
allowed to the attorneys up to that time?—A. None. 

Q. Had any compensation been allowed and received by 
the receiver up to that time?—A. I believe it had. 

Q. Can you state what amount?—A. I cannot, Mr. Lin- 
forth, exactly. 

Q. What reply, if any, did you make to the suggestion of 
compromise of Mr. Scampini?—A. I told him that we would 
endeavor before 1 o’clock to get in touch with the receiver, 
and also with the attorneys for the plaintiff and the de- 
fendant, to discuss the matter and see what could be done. 

Q. Did you state when or where you would see him?— 
A. I stated that we would meet him at court at 1 o’clock, 
or shortly before 1 o’clock. 

Q. At the courthouse, at the time you stated, was there 
any further discussion on that subject?—A. Yes. 

Q. With whom was the discussion?—A. The discussion 
was had with three groups, Mr. Hunter and my brother and 
Mr. Short in one group, and Mr. Scampini and Mr. Shearer 
and his clients in another, and Mr. Thelen and Mr. 
De Lancey Smith in another. 

Q. What discussion did you have with Mr. Thelen and 
Mr. Smith at the courthouse on that occasion on that sub- 
ject?—A. Mr. Thelen, Mr. Smith, and I went into a room 
to the left of the court-room door, and I told them about 
Mr. Scampini’s suggestion and discussed the division of the 
amount between the receiver, ourselves, and the attorneys 
for the plaintiff and the defendant. 

Q. What did they say with reference to that proposi- 
tion?—A. Well, there was some discussion about how much 
they should receive, and they first, as I recollect it, desired 
$10,000 out of the amount. I took that matter up then, 
acting as intermediary, with my brother and Mr. Hunter 
and Mr. Short, and after discussion came back and said that 
that was not acceptable; and then we finally arrived at a 
proposition that they were to get $8,750 out of the amount, 
and in the event any further fees were allowed to us they 
were to receive 20 percent of those allowances until they 
had received $2,500 more. They said that was satisfactory. 
I went back to my brother and Mr. Short and Mr. Hunter, 
discussed it, and they finally said that was satisfactory to 
them, and then we told Mr. Scampini that we felt we had 
been able to meet his terms, and then we all went into the 
court. 
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Q. While talking to Messrs. Thelen and Smith, was it 
finally agreed as to what amount the attorneys for the 
receiver should receive out of this sum of $75,000?—A. Yes. 
It was stated that the fees would be divided, as I recollect, 
forty thousand and odd to ourselves, twenty thousand to the 
receiver, and eight thousand seven hundred and fifty to 
them. 

Q. What did they say as to whether or not that was 
agreeable to them?—A. They stated that it was agreeable 
to them, and I went back and told my brother and Short and 
Hunter that it was agreeable to Mr. Smith and Mr. Thelen, 
and also notified Scampini we had been able to meet his 
terms, and we went into the court, all of us. 

Q. What time on that day did you people come to an 
agreement with reference to the amount of fees?—A. Ap- 
proximately 1:30. 

Q. Was anything done on that occasion with reference to 
advising the court that you people were discussing a possible 
adjustment or settlement of your differences?—A. It is my 
recollection that either Mr. Scampini or Mr. Short asked 
the crier or the bailiff to advise the judge that we would like 
to have the matter continued while we were discussing the 
matter. 

Q. Was that done until after you people had reached that 
understanding?—A. That was done until after our conclu- 
sion had been reached. 

Q. About what hour was it that the proceeding was re- 
sumed in court?—A. I should say about 1:30. 

Q. When the proceeding was resumed in court, what took 
place?—A. It is my recollection—— 

Mr. Manager SUMNERS. Mr. President, we believe that 
at this point we should insist that the record is the best evi- 
dence and ought to disclose what did take place. We have 
been very liberal, but we believe that from this point on the 
record should be depended on. 

Mr. LINFORTH. May I add, Mr. President, that we differ 
with the learned manager? The reporter’s transcript would - 
not be the best evidence. The recollection of the witness is 
competent evidence, and also, of course, the reporter’s tran- 
script is competent evidence. My thought and purpose was 
to briefly bring out from the witness generally what took 
place in court in order to save reading to the Senators in 
this trial the proceedings that were had at that time, but it 
is my purpose to offer in the record the reporter’s transcript 
of what took place at the time, but on account of it being 
somewhat lengthy I thought perhaps the matter might be 
shortened and the time of the Senators saved by not reading 
it at this time. 

The PRESIDING OFFICER. Is the evidence counsel is 
adducing already in the record that is before the Senate? 

Mr. LINFORTH. It is not, Mr. President. 

Mr. Manager SUMNERS. May I suggest to counsel for 
the respondent, and to you, Mr. President, that the testi- 
mony to which counsel is evidently directing his questions, 
while not before the Senate, is incorporated in the printed 
record to which reference has been made two or three times 
this morning and which is to be supplied to Senators for 
their examination? I assume that counsel also has a 
transcription of that record. 

Mr. LINFORTH. I have a certified transcription of the 
record, and if the learned manager for the House prefers 
that that should be read at this time instead of the witness 
being interrogated on that subject, we have no objection to 
following that course. 

Mr. Manager SUMNERS. Mr. President, we have waived 
all insistence for a few moments, with the hope that counsel 
for respondent will be able soon to terminate his oral exami- 
nation of this witness with regard to what is contained in 
the record, and for the moment we waive the objection. 

Mr. LINFORTH. In reply, we will be very brief. 

The PRESIDING OFFICER. Proceed. 

Mr. LINFORTH. Have you a question, Mr. Reporter? 

The reporter read as follows: 


i When the proceeding was resumed in court, what took place? 


e WITNESS. Mr. Scampini, the attorney for the cred- 
Rai stated to the court the arrangement that had been 
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arrived at. Thereupon my brother, Morse Erskine, as I 
recollect it, supplemented Mr. Scampini’s statement by stat- 
ing the arrangement about the 20-percent payment of sub- 
sequent fees to the attorney for the receiver, which we had 
agreed to give to Mr. De Lancey Smith and Mr. Thelen. 
Thereupon the court asked, as I recollect it, if the arrange- 
ment that had been made was satisfactory to everybody 
there. I believe that there were some answers “yes”, but 
nobody said “no”, and thereupon a minute order was made 
for the amounts, as I recollect it, that had been stipulated. 

Q. Do you recall whether at that time the court specifi- 
cally asked either Mr. Smith or Mr. Brown whether the 
arrangement was satisfactory to them?—A. I have no recol- 
lection of Mr. Brown being present. He may have been, and 
he may not, but I do not really remember him; but I have 
a recollection that Mr. Smith was asked if it was satisfac- 
tory, and he said “ Yes.” 

Q. That is the Mr. Smith who has already been a witness 
in this proceeding?—A. I do not know whether he has been 
a witness here or not. 

Q. I beg pardon, I was in error in that, and I withdraw 
that question. Now, Mr. Erskine, do you know Mr. New- 
mark?—A. Newmark? 

Q. Yes, sir—aA. Les, sir. 

Q. He was employed with reference to a bankruptcy pro- 
ceeding that was commenced after the equity receivership?— 
A. Yes. 

Q. With reference to his compensation, was that paid by 
the attorneys out of their fees and not out of the Russell- 
Colvin fees?—A. That is true. 

Q. With reference to the fees received by Short and 
Keyes & Erskine was any part or portion of those fees ever 
received by the respondent, Judge Louderback?—A. Abso- 
lutely no. 

Q. Did anyone other than you three ever receive any part 
or portion of those fees?—A. Nobody. 

Q. To your knowledge did W. S. Leake ever receive any 
part or portion of those fees?—-A. No. 

Q. Inasmuch as it was for your service, I will not ask you, 
in your opinion, what was the value of the services. How 
long have you known Judge Louderback?—A. Casually al- 
most since I was admitted to practice. I knew him when he 
was associated with the firm of Mastick & Partridge. 

Q. And the latter is the gentleman who was afterward 
judge of the Northern District of California?—A. Yes. Mr. 
Partridge became Federal judge, either upon the death of 
Judge Van Fleet or of Judge Dooling, I have forgotten which 
now. 

Q. Have you ever had any close or intimate relations 
with Judge Louderback?—A. No, none. 

Q. What has been the extent of your relationship with 
Judge Louderback?—A. When he was on the superior court 
I appeared before him in one or two litigated matters of 
short duration, and this receivership, so far as I can rec- 
ollect. 

Q. Has your relationship at any time with him been any- 
thing more than the ordinary relationship between judge 
and attorney at the bar?—A. Slighter than that even. 

Q. Do you recall in the 8 years that Judge Louderback 
presided over the superior court of the State of California 
how often or how infrequently you appeared before him?— 
A. Only on one occasion, as I recollect; perhaps two. 

Q. And during the 5 years that he has occupied the posi- 
tion as judge of the Northern District of California, how 
frequently have you or your firm appeared before him ex- 
cept in this particular Russell-Colvin case?—A. None at all, 
so far as I know. 

Q. Have you ever been a political friend of Judge Louder- 
back?—A. No. 

Q. When he was a candidate for election to the Superior 
Court of the State of California did you do anything what- 
ever in the way of aiding him politically?—-A. Nothing at 
all. 

Q. In the 5 years that Judge Louderback has been judge 
of the Northern District of California in how many receiver- 


CONGRESSIONAL RECORD—SENATE 


May 19 


ship matters has Mr. Short or your firm represented the 
receiver?—A. This is the only one. 

Q. I call your attention to a small matter known as the 
Sempel-Cooley matter, did your firm appear in that?—A. 
Yes; that was not a receivership matter; it was a bank- 
ruptcy matter. 

Q. That was a bankruptcy matter, and do you recall what 
the compensation was in that case?—A. I think it was $500. 

Q. Are these the only two matters in which your firm has 
appeared or Mr. Short has appeared, to your knowledge, 
either in bankruptcy receiverships or in equity receiver- 
ships during the 13 years that Judge Louderback has been 
on the superior bench or the Federal bench?—A. Those are 
the only two. 

Q. One further question that I had overlooked: Subse- 
quent to the allowance of the fee of forty-six thousand and 
odd dollars, was there an additional allowance made to the 
attorneys for the receiver in the Russell-Colvin matter?—A. 
Yes; the sum of $5,000. 

Q. And out of that sum of $5,000, under the arrangement 
that you have referred to, was 20 percent of it, or $1,000, 
sent to the firm of De Lancey Smith & Brown and Thelen & 
Marrin?—A. A thousand dollars was sent to De Lancey 
Smith, with a letter, as I recollect it, written by our firm, 
stating that the thousand dollars was sent to him in accord- 
ance with our arrangements. 

Q. I hand you a letter dated November 30, 1931. Is that 
a carbon copy of the letter you have referred to?—A. I be- 
lieve it is. 

Mr. LINFORTH. We offer the letter as a part of the 
examination of the witness. 

Mr. Manager SUMNERS. Let me see that, please. 

1 Mr. LINFORTH. Certainly. Pardon me for not showing 
to you. 

Mr. Manager SUMNERS. We have no objection. 

The PRESIDING OFFICER. The letter will be sub- 
mitted. 

Mr. LINFORTH. The letter being short, Mr. President, 
I will read it. 

U.S. S. Exam R 


Novemser 30, 1913. 
De Lancey C. SMITH, Esq. 
Attorney at Law, Balfour Building, 
San Francisco, Calif. 

My Dran De Lancer: Enclosed is Keyes & Erskine's check for 
$1,000 in accordance with our understanding whereby you and 
Mr. Thelen’s office would receive one fifth of all compensation 
paid us as attorneys for the receiver of Russell-Colvin & Co. sub- 
sequent to March 17, 1931, not exceeding in all $2,500. 

The court on Saturday si; and filed an order directing pay- 
ment to the receivers of $7,500 for services to October 15, 1931, 
and to ourselves in the sum of $5,000 to the same date, 


Very truly yours, 
KEYES & ERSKINE. 


By Mr. LINFORTH: 

Q. Just one further question, and I am through. How 
much did your firm and Mr. Short pay Mr. Newmark on 
account of the services he had rendered in the receivership 
matter, in round numbers?—A. I think it was $2,460. 

Mr. LINFORTH. You may take the witness. 

Cross-examination by Mr. Manager SUMNERS: 

Q. Mr. Erskine, with regard to the amount of your fee, I 
believe you said Mr. Rosenshine appeared as a witness. At 
that time he was attorney in a similar case, was he not?— 
A. In the Gorman Kayser & Co. case? 

Q. In the Gorman Kayser & Co. case—A. Yes. That is 
now in the course of administration in the Superior Court 
of San Francisco and has been ever since that time. 

Q. At that time he had not received any fee at all in 
that case, had he?—A. I cannot tell vou. 

Q. So far as you know, he had not?—A. I cannot tell you. 

Q. Mr. Newmark, I believe you said, testified, that your 
services were worth $75,000?—A. No. 

Q. How much?—A. I did not say he testified for us; I 
said he testified for the receiver. 

Q. Did he testify with regard to your services?—A. No. 

Q. He received a fee out of your allowance?—A. Yes; 
for his services in connection with the bankruptcy phase 
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of this matter under agreement approved by the attorneys 
for the plaintiff and the defendant and ourselves. 

Q. Why were you willing to allow a part, a percentage, 
of the allowance that went to you to go to De Lancey 
Smith and his associates?—A. Because, in order to settle 
up the matter, clean it up—— 

Q. What do you mean exactly “in order to settle up the 
matter and clean it up”?—A. There was a dispute there. 
They wanted $10,000 for their services, and there was 
$75,000 to be disposed of, and we felt for our work that 
we were entitled to more than we were getting, and Mr. 
Hunter felt that he was entitled to more than he was 
getting. 

Q. How much did you ask for?—A. Sixty-five thousand 
dollars. 

Q. Had De Lancey Smith rendered any service in con- 
nection with the administration of this estate?—A. Yes. 

Q. What service had he rendered?—A. Well, generally, 
at the very outset of the matter, Judge Louderback had 
suggested that the important proceedings be approved both 
by the attorneys for the plaintiff and by the attorneys for 
the defendant, and accordingly the important petitions and 
the important decisions, were sent over to him and to the 
attorneys for the plaintiff to be approved, and they ap- 
proved all those petitions. In addition to that, they were 
helpful in certain negotiations. 

Q. What negotiations, if you do not mind specifying?— 
A. Well, the ones I have in mind—and you will bear in 
mind that all the details of this matter were handled by 
Mr. Morse Erskine 

Q. We do not want you to testify about anything that you 
do not know about.—A. Generally speaking, the particular 
transaction that I have in mind was the Consolidated Box 
transaction. 

Q. You sold the Box Co., did you not?—A. The receiver 
did. 

Q. Was there a lawsuit about it?—A. No. 

Q. Did you not testify yesterday that that was a matter 
that went into litigation?—A. No. 

Q. There was no lawsuit about it?—A. Not that I recollect. 

Q. Did Mr. De Lancey Smith have to do with negotiating 
the sale?—A. Yes; he took part in it. 

Q. What were the principal lawsuits in which you repre- 
sented the estate—you and your firm?—A. I do not believe 
there were any lawsuits of any magnitude. I think that one 
of the reasons that the matter was settled with such great 
dispatch was because we were able—— 

Q. You avoided lawsuits, did you not?—-A. We avoided 
lawsuits; yes. 

Q. Then, as a matter of fact, there were not any lawsuits 
to speak of, were there? -A. There were some. 

Q. Did you go into court with regard to litigation involv- 
ing the interests of this estate?—-A. Myself personally? 

Q. Your firm or Mr. Short either?—A. Yes; in some mat- 
ters. 

Q. What were they?—A. Well, in the first place, there 
were the 21 exceptions to the general report. 

Q. Were they litigated?—-A. They were referred to a mas- 
ter, and then, at the instance of the general creditors, who 
said they wanted a speedy disposition of the matter, they 
were settled. 

Q. But you did not litigate it in that suit?—A. No. 

Q. That is what I am trying to find out. What else was 
litigated?—-A. There were certain claims before a special 
master, six or seven of those. 

Q. Did they find their way into the courthouse?—A. They 
were tried before the special master and either settled or 
decisions made and referred back to the court. 

Q. No appeal was taken from the determination by the 
master of any of those cases, was there?—A. No. 

Q. Let us get it clearly before this court. Did you go 
into the courthouse and litigate before judge or jury mat- 
ters arising out of this estate, and if so, please indicate that 
they were—A. I cannot say that we did. I have a list of 
the actual litigation, with the exception of the exceptions 


to the account which were referred to the master, to Which 
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I just referred. These matters were all settled practically 
except the subsequent suits that have been commenced by 
the collection of customers’ accounts. 

Q. How recently have those suits been commenced?—A. 
I think some of them were started—it was not possible to 
sue those customers for the balance due until after the ac- 
count had been settled. 

Q. What I am trying to get at is this: Were these suits 
instituted before or after the allowance to which you have 
referred?—A. These suits possibly were instituted after the 
allowance. 

Q. They, as a matter of fact, have been turned over to 
a collection agency which operates through its own attor- 
ney?—A. Not all of them; no, sir. 

Q. But they are in litigation which began since the de- 
termination of the account?—A. I believe that is correct. 

Q. When did Mr. Short first associate himself with your 
firm?—A. 1928. 

Q. At that time will you indicate to the Senate what con- 
stituted your office organization, including those persons 
who were associated with you as lawyers?—A. Do you mean 
in 1928? 

Q. That is right—A. We had my brother and myself and 
Mr. Alexander Keyes, three partners. Then there was Mr. 
Short, a Mr. John Mace, Mr. Hugo Steinmeyer, and another 
young lawyer, I believe, Mr. Harrington, I think. In addi- 
tion to that we had, of course, six or seven stenographers 
and bookkeepers. 

Q. When did Mr. Short go on salary with your firm?—A. 
When he came there in 1928. I think it was in January 
1928; I am not sure. 

Q. Is he on salary there now?—A. No. 

Q. How long has he been off the salary?—A. I think it 
was in the beginning of 1932, when the depression got acute. 

Q. Yes; we know about the depression. Was there any 
change with reference to relationship with the other persons 
who had employees of the firm?—A. Yes; Mr. Mace became 
attorney for the Pacific State Savings & Loan Society. Mr. 
Harrington became associated with the firm of Dinkelspiel & 
Dinkelspiel. 

Q. I do not want to go too much into detail—aA. Mr. 
Steinmeyer became counsel for the Bank of America or one 
of counsel for the Bank of America in Los Angeles. We 
took in, shortly after we got this receivership, Charles Joseph 
Carey into our office—he had been formerly connected with 
the American Trust Co.—to help us out with the bank work 
which Mr. Short and my brother had previously performed. 

Q. Mr. Short still retained responsibility with regard to 
your trust matters, did he not?—A. In the bank? 

Q. Yes.—A. Some. 

Q. Did he not retain primary and major responsibility 
for handling your trust work in connection with the bank 
after his employment?—A. I would not put it that way. My 
brother was the one that was primarily responsible for the 
trust work at the bank. Mr. Short was under him. 

Q. Did Mr. Short continue his relationship with that ac- 
count in the bank, if I may so put it?—A. I would not say 
he did. He devoted most of his time or practically all his 
time, in my opinion, to the receivership proceeding. 

Q. You stated, I believe, on yesterday that the arrange- 
ment with Mr. Short was that he should come to you with a 
salary of $200 a month, a division of fees, and that he had 
also had an independent clientele?—A. Yes. 

Q. Did you have any control over that part of his inde- 
pendent clientele with regard to the fees in which you 
should share?—A. I do not understand the question. 

Q. Let me put it another way. With regard to his in- 
dependent clientele, who determined what his independent 
clientele was and who determined what should be shared 
with you?—A. We left that to his own sense of fair dealing. 

Q. Did he have a considerable independent clientele?— 
A. I would not say so. His practice was not as extensive 
as ours. 

Q. You naturally ceuld not afford to furnish stenog- 
raphers’ services and rent and use of library and let a man 
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have all he made. That we understand, of course. Out- 
side of this receivership, how much was the revenue of your 
firm on the average derived from the fees that Mr. Short 
shared with the firm of which you are a member?—A. That 
would be very hard for me to state. 

Q. Do you not have a pretty fair idea?—A. No. Some 
years it amounted to a considerable sum and some years 
not so much. 

Q. With regard to this particular arrangement under 
which Mr. Short became the attorney for Mr. Hunter as re- 
ceiver, the first information you had was on the day after 
Mr. Hunter had been employed receiver in the case?—A. I 
believe that is correct; yes. 

Q. When was the first time you learned of this receiver- 
ship?—A. I think that was the first time. 

Q. You had no discussion with Mr. Short or anybody 
else with regard to the fact that the receivership was in 
contemplation?—A. No; not that I recollect, 

Q. Was the first intimation that you had with reference 
to the possibility of Mr. Short being associated as attorney 
on the morning after the receiver was appointed?—A. That 
is my recollection. 

Q. He did not tell you that Mr. Short had engaged or 
sought to engage the firm of Keyes & Erskine, did he, when 
Mr. Short came to you on the morning after appointment to 
discuss this matter with you?—A. How is that? He did not 
tell me that Mr. Short had sought—— 

Q. Possibly I am confused in the names. Let me ask the 
question again. Mr. Short, when he saw you in the morning, 
in the conversation indicated by you, indicated to you that 
Mr. Hunter had indicated to him, Mr. Short, that it was 
desired by Mr. Hunter to employ the firm of Keyes & Erskine 
to represent him in the receivership?—A. Yes; he did. He 
said Mr. Hunter desired to appoint the firm of Keyes & 
Erskine or to employ the firm of Keyes & Erskine and Mr. 
Short in this matter. 

Q. You are certain about that?—A. Yes; that is my recol- 
lection. 

Q. I do not mean to press the matter, but your recollection 
is, in your judgment, clear on that question?—A. I believe it 
is; yes. 

Q. To refresh your recollection, is not this what Mr. Short 
told you, that on the evening prior to his conversation with 
you Mr. Hunter called him up and asked him if Mr. Short 
would serve in the capacity of attorney in the receivership 
matter, and that he was consulting with you about it and 
desired to know whether or not it would be an agreeable en- 
gagement with you, and whether or not you would participate 
in the responsibility of the attorneyship for the receiver? 
Is not that what he told you?—A. No; my recollection is not 
that. My recollection is that the morning he came into the 
office and said Mr. Hunter had suggested that he would like 
to employ him with us in the matter. That is my recollec- 
tion. 

Q. I believe you stated that your acquaintanceship with 
Judge Louderback was not more than casual prior to the 
time you were engaged?—A. That is right. 

Q. What was the nature of your acquaintanceship with 
Mr. Hunter?—A. Mr. Hunter had acted with me in several 
of the bank consolidations in which I had acted for the 
United Securities Bank and subsequently for the Bank of 
America of California. I was then the auditor for the 
branches, and that brought me into contact with him in con- 
nection with those consolidations and mergers. You under- 
stand that in consolidating a bank you must go into the 
question of figures more or less. My brother and I were 
engaged extensively in that practice in the years 1928 and 
1929. 

Q. Did your acquaintanceship develop into friendship and 
intimate acquaintanceship with Mr. Hunter during that 
time?—A. I would say not, although I was quite friendly 
with him. In addition to that he and I just shortly previous 
to this receivership matter had been engaged, while he was 
an employee of Cavalier's, in a litigation involving a stock- 
brokerage transaction. 
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Q. You stated, I believe, on yesterday that you represented 
Cavalier in certain cases?—A. Yes. 

Q. Did they have a particular type or character of those 
cases? How did it happen to be that those cases came to you 
rather than going to their regular legal representative?— 
A. I do not know that they have any legal representative. 
The cases which were given to me were given to me as a 
regular employment as attorney which arose in the due 
ae of business, and I was asked to represent them, and I 

Q. When did Mr. Hunter first speak to you with regard 
to employing your firm as his representative in this mat- 
ter?—A. I do not believe he ever directly spoke to me on that 
subject. He came in the office about the same time and we 
discussed the matter in a general way on the assumption 
that we were employed. 

Q. Did this case come to you and do you recognize that 
this case came to you through Mr. Short or came to you 
through the regular course of employment?—A. I considered 
that it came to me for two reasons, because of Mr. Short 
and also because Mr. Hunter had been connected with us in 
business before that time and almost up to that time. 

Q. Was this Mr. Short’s business or the firm’s business?— 
A. Joint business. 

Q. If it was joint business, how did you happen to get half 
the fee?—A. That was our arrangement. 

Q. I thought you said you got half the fee on business 
that he originated and you helped him to handle.—A. No; I 
stated we got half the fees on joint business. 

Q. What do you mean by joint business?—A. I mean busi- 
hess that we originated and we participated in, that we 
took part in, or business that we were jointly employed in. 

Q. What do you mean by that?—A. Well, I mean if any- 
body came and asked Mr. Short and our firm to act together 
in a matter, we were jointly employed, meaning what the 
words connote. 

Q. In other words, if somebody came into your office and 
said, “ Well, now, Mr. Short, we want to employ you; and 
Keyes & Erskine, we want to employ you”, and you were 
engaged in that way, then that was joint business? A. 
Yes; I consider it so. 

Q. Can you indicate a case of that sort outside of this 
matter? When did it ever occur that anybody came into 
your office, called Mr. Short in and called you in together, 
and had a conference and said, “ Now, we want to appoint 
you gentlemen together ”?—A. Oh, not in that way; no. 

Q. It did not happen in that way, did it?—A. No. 

Q. Because he was regarded as a part of your firm or- 
ganization as far as the outside world understood, was he 
not?—A. Yes. 

Mr. Manager SUMNERS. That is all. 

The PRESIDING OFFICER. Is there any further exami- 
nation? 

Mr. LINFORTH. We have no further questions. 

The PRESIDING OFFICER. The witness may stand 
aside. Who is your next witness? 

Mr. LINFORTH. Judge Kreft. 

EXAMINATION OF ARMAND B. KREFT 

Armand B. Kreft, having been duly sworn, was examined 
and testified as follows: 

By Mr. LINFORTH: 

Q. Will you please state your name, your residence, and 
your occupation?—A. Armand B. Kreft; attorney at law, 
with offices in San Francisco. 

Q. How long have you been an attorney at law?—A. I 
was admitted in 1897. 

Q. Were you at any time referee in bankruptcy for the 
northern district of California?—A. Yes. 

Q. And what counties did your appointment include?— 
A. San Francisco, San Mateo, and Marin. 

Q. Are those three of the larger counties in the State of 
California?—A. They may be termed the “ metropolitan dis- 
trict ” surrounding San Francisco, with the exception of the 
county of Alameda, which is also a part of the metropolitan 
district. 
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Q. How long did you serve under your appointment as 
referee in bankruptcy for that district?—A. Eighteen years. 

Q. Continuously?—A. Continuously. 

Q. From what period to what period?—A. From 1910 to 
1928. 

Q. As such referee, was it part of your duty to fix the 
fees of receivers and trustees and their attorneys?—A. It 
Was. 

Q. During your 18 years of service, had you before you 
on a few or many occasions proceedings relating to the 
liquidation of stock-brokerage concerns?—A. Several of such 
cases. 

Q. Since 1928, when you ceased to be referee in bank- 
ruptcy, what has been your business or occupation?—A. At- 
torney at law specializing in liquidation matters. 

Q. Haye you, since you have been practicing, been ap- 
pointed referee in any stock-brokerage litigation?—A. I am 
at present referee in the case of Gorman Keyser & Co., 
under appointment by the Superior Court of San Francisco. 

Q. In a word, can you tell the President and the Senators 
the size or the extent of that liquidation?—A. It is com- 
parable to Russell-Colvin. Customers’ securities of approxi- 
mately $2,000,000 were involved. 

Q. From what court did you receive your appointment as 
referee in that matter?—A. From the superior court, Judge 
Goodell. 

Q. That is the Superior Court of the State of California 
in and for San Francisco County?—A. Yes. 

Q. Are you familiar with the work generally required of 
receivers and their attorneys in liquidation of stock-broker- 
age concerns? 

Mr. Manager LEWIS. Mr. President, the managers desire 
to ask what the purpose of this inquiry is. It seems to me 
we are going far afield. 

Mr. LINFORTH. The purpose is to qualify the witness to 
form and express an opinion as to the value of the services 
rendered by the attorneys in the Russell-Colvin matter. 

Mr. Manager LEWIS. Mr. President, in this proceeding 
we are not determining the propriety—the extent of these 
fees. That only comes in collaterally here. I think the time 
should not be taken to determine whether or not these fees 
were absolutely correct. Admittedly they were very large. 
We object to this testimony. We charge that the fees were 
excessive, but I think it is not necessary to go into expert 
testimony here on the subject. The record shows what has 
been charged. 

The PRESIDING OFFICER. Is it material to prove or dis- 
prove that the fees were excessive? 

Mr. Manager LEWIS. We have charged it; yes. 

The PRESIDING OFFICER. Then it seems to the Chair 
that this is material testimony. 

Mr. LINFORTH. May I add just a word further, Mr. 
President? 

The PRESIDING OFFICER. The objection is overruled. 
Proceed. Counsel will be as brief as consistent with the per- 
formance of their duties. 

Mr. LINFORTH. We will, Mr. President. 

The WITNESS. May the question be read? 

The PRESIDING OFFICER. The question will be read. 

The Official Reporter read the question, as follows: 

Q. Are you familiar with the work generally required of receivers 
and their attorneys in liquidation of stock-brokerage concerns? 

The WITNESS. I am. 

By Mr. LINFORTH: 

Q. And with the law governing such matters?—A. I am. 

Q. Did you represent any parties in interest in the Russell- 
Colvin litigation?—A. I did. 

Q. And who were they—creditors?—A. They were cus- 
tomers. 

Q. Do you know in a general way the services rendered by 
Mr. Hunter, the receiver, and by Keyes & Erskine and John 
Douglas Short, his attorneys?—A. Yes. 

Q. Were you present in court when the application for 
fees came on for hearing?—A. I was. 
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Q. Did you hear the statements that were made at that 
time, and the testimony given at that time, as to the sery- 
ices rendered?—A. I did. 

Mr. Manager SUMNERS. Mr. President, the testimony in 
this case shows that the fees arrived at in this case were 
arrived at as a matter of compromise, though, of course, 
some witnesses testified that they did object to the fees, but 
they regarded these fees as the best fees that could be 
arrived at under the circumstances. Is not that true? 

Mr. LINFORTH. It is alleged in the articles, Mr. Presi- 
dent, that the fees were excessive and that they were allowed 
for bad and improper purposes. It is our purpose to show 
not only that the fees were allowed under stipulation 

Mr. Manager SUMNERS. We waive the objection. 

The PRESIDING OFFICER. The objection is waived. 
Counsel will proceed. 

Mr, LINFORTH. May the question be read? 

The Official Reporter read as follows: 

Q. Did you hear the statements that were made at that time, 
and the testimony given at that time, as to the services ren- 
dered?—A. I did. 

Q. Have you examined the report of services made by both 
receiver and counsel, and the accounts rendered by the re- 
ceiver?—A. I did. I saw those accounts in advance of filing 
and very carefully examined all the accounts and reports. 

Q. What, in your opinion, was and is the reasonable value 
of the services rendered by the attorneys for the receiver in 
that proceeding up to the time of the making of the appli- 
cation for compensation?—A. I would answer that by stat- 
ing that the amount finally agreed upon by stipulation is, in 
my opinion, a reasonable amount to have been allowed by 
the court had there been no stipulation—approximately 
$50,000 to the attorney for the receiver and $45,000 to the 
receiver. 

Q. If the matter had been pending before you as referee 
while you were serving in bankruptcy, upon the testimony 
introduced and the services with which you are familiar, 
would you have made substantially the same allowance?— 
A. Yes. 

Q. Now I want to call your attention to another proceed- 
ing, known as the “ Prudential Holding Co. in bankruptcy.” 
Did you appear in that matter on behalf of anyone?—A. On 
behalf of the petitioning creditors, who had filed a petition 
against the Prudential Holding Co. 

Q. Did you present to Judge Louderback the application 
or the petition for the appointment of a receiver in that 
matter?—A. I did. 

Q. Was the proceeding assigned to the court presided over 
by Judge St. Sure?—A. Yes. 

Q. What was the reason that you presented the applica- 
tion to Judge Louderback instead of Judge St. Sure?—A. I 
was informed at the clerk’s office that Judge Louderback was 
attending to Judge St. Sure’s cases during Judge St. Sure’s 
absence. : 

Q. Was it for that reason that you presented the matter 
to Judge Louderback?—A. It was. 

Q. When you presented the matter to Judge Louderback, 
did you make any suggestion as to who the receiver should 
be?—A. I did. : 

Q. Whom did you suggest?—A. The receiver who had 
been appointed in the equity case. 

Q. Do you recall whether that was Mr. G. H. Gilbert?— 
A. G. H. Gilbert. 

Q. What was your reason for suggesting Mr. G. H. Gil- 
bert?—A. I saw no necessity for a change in the officer who 
was to take charge of the business. 

Q. Do you recall that in that proceeding there was a 
motion made to dismiss the bankruptcy matter?—A. Yes. 

Q. Do you recall about when that matter came on for 
hearing?—A. The matter was argued before Judge St. Sure 
on October 26. 

Q. Nineteen hundred and thirty-one?—A. Nineteen hun- 
dred and thirty-one. 

Q. Before that motion had been heard, do you know 
whether or not a petition or petitions to intervene had been 
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filed?—A. An intervening petition had been set up by one 
Sheather, setting up new acts of bankruptcy. 

Q. By “new acts of bankruptcy” do you mean acts of 
bankruptcy other than and different from those set up in 
the original petition?—A. Yes. 

Mr. KING. Mr. President, a parliamentary inquiry. 

The PRESIDING OFFICER. The Senator will state it. 

Mr. KING. Will the President suggest to the witness that 
he speak directly to the microphone, because those on this 
side of the Chamber may not hear? 

The WITNESS. Thank you. 

By Mr. LINFORTH: 

Q. Do you recall whether or not before that motion or 
petition to dismiss was heard an amended petition had been 
filed setting up still additional acts of bankruptcy?—A. That 
is correct. The original meeting of creditors filed a petition 
to amend, setting up new and additional acts of bankruptcy. 

Q. Did you appear upon the hearing of the motion to dis- 
miss and resist it?—A. I did. 

Q. In making your resistance did you act in the highest 
good faith?—A. I did. 

Q. And, notwithstanding the fact that you may have 
great respect for the judgment of Judge St. Sure, do you 
still think there was merit in your opposition? 

The PRESIDING OFFICER. Unless there is some reason 
to be pointed out that question will not be answered. This 
witness is not on trial. Let us proceed. 

Mr. LINFORTH. I will be as brief as possible. 

By Mr. LINFORTH: 

Q. The motion was finally dismissed?—A. The original pe- 
titions were finally dismissed, together with the dismissal of 
the intervening petition and a denial of the application to 
amend the original petitions. 

Q. Did you take an appeal from that order?—A. I pre- 
pared applications for appeal and assignment of errors. I 
was informed by the correspondents at Los Angeles by 
whom the case was forwarded that they intended to appeal. 
I was afterward notified not to appeal. 

The PRESIDING OFFICER. What is the relevancy of 
that question? 

Mr. LINFORTH. I merely want to show there was no 
appeal taken. 

The PRESIDING OFFICER. The Chair does not see 
where that has any place in this investigation. Let us 
proceed. 

Mr. LINFORTH. You may take the witness. 

The PRESIDING OFFICER. Is there any cross-exami- 
nation of this witness? 

Mr, Manager LEWIS. No cross-examination. 

Mr. BLACK. Mr. President, I have three inquiries I de- 
sire to have propounded. 

The PRESIDING OFFICER. The clerk will read the 
interrogatories. 

The Chief Clerk read as follows: 

Q. What were the three largest fees that you awarded to attor- 
neys for receivers or trustees as a referee in San Francisco, and 
were these fees approved by the court? 

The WITNESS. In the J. C. Wilson & Co. brokerage 
failure, the fees approximated $75,000, of which a portion 
was allowed by the District Court of New York in ancillary 
proceedings, the balance by me. In the case of Sullivan, 
an importing and exporting business, the attorneys for the 
trustee were allowed $25,000 by me. I have made some 
five thousand-odd similar allowances, but I am unable to 
pick out the particular cases. They have varied from a few 
hundred dollars to $25,000 to $50,000 in exceptional cases. 

Q. In the receiverships conducted by you as referee—— 

The WITNESS. I failed to answer one portion of the 
previous question, if I may be permitted. I do not recall 
that in the 18 years a single allowance was ever appealed 
from, made by me to attorneys. 

Q. In the receiverships conducted by you as referee, concerning 
stock-brokerage houses, what fees did you allow the attorneys, 
and what fees did you allow the receivers? 

The WITNESS. I have answered that as to the J. C. 
Wilson case. The other stock-brokerage cases were not 
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large, the fees running into a few thousand dollars only, 
the volume of business approximating a hundred or two 
hundred thousand dollars, customers’ claims, the volume 
of stock-brokerage failures that came since this recent 
panic—and we have had a number of them in San Fran- 
cisco, and I have been identified with nearly every one of 
such failures as counsel for the parties. 

Q. How many fees of $50,000 or more have you known to be al- 
lowed to attorneys in receivership cases in San Francisco? What 
was the nature of these receiverships, and the amounts involved? 

The WITNESS. There have not been many cases where 
the volume of the estate is so large as in the Russell-Colvin 
case. 

Mr. BLACK. Mr. President, I would like to have the 
question read again and the witness asked to answer it. 
Joe PRESIDING OFFICER. The question will be re- 
8 4 

The Chief Clerk read as follows: 

Q. How many fees of $50,000 or more have you known to be 
allowed to attorneys in receivership cases in San Francisco 

The PRESIDING OFFICER. Let the witness answer that 
part of the interrogatory. 

The WITNESS. I do not recall more than two or three 
approximating that amount, and I will say, in explanation, 
that there are not more than two or three that involved a 
volume of assets comparable with the Russell-Colvin Co. 
case. 

Mr. BLACK. Mr. President, is that all the question? 

The PRESIDING OFFICER. No. The clerk will read 
the second part of the interrogatory. 

The Chief Clerk read as follows: 


Q. What was the nature of these receiverships, and the amounts 
involved? i 


The WITNESS. Importing and exporting business, build- 
ing and loan associations, stock-brokerage case; I do not 
recall others of great magnitude. 

The PRESIDING OFFICER. There was a part of the 
question also requiring answer, “ What were the amounts 
involved in these particular cases? ” 

The WITNESS. I would say from $200,000 to $1,000,000. 

Mr. BLACK. Mr. President, I send up two other questions, 

The PRESIDING OFFICER. The Senator from Alabama 
submits two other interrogatories, which the clerk will read. 

The Chief Clerk read as follows: 

Q. What were the individual fees allowed attorneys in the J. C. 
Wilson case? 

The WITNESS. Fifty thousand dollars, I believe, was 
allowed at one time, and subsequent allowances totaling 
$25,000. i 

Mr. BLACK. Mr. President, I desire to amend that ques- 
tion so as to read, “What were the fees allowed to each 
individual attorney in the J. C. Wilson case, and what were 
their names? ” 

The PRESIDING OFFICER. The clerk will read the 
question as amended. 

The Chief Clerk read as follows: 

Q. What were the fees allowed to each individual attorney in 
the J. C. Wilson case, and what were their names? 

The WITNESS. In bankruptcy there is only one fee fixed, 
no matter how many attorneys may serve for the trustee. 
The attorney in that case was Mr. Robert Gaylord. 

Mr. BLACK. Mr. President, there is another question I 
desire to have propounded. 

The PRESIDING OFFICER. The clerk will read the 
question. 

The Chief Clerk read as follows: 

Q. What fees of $50,000 have you received as an attorney for a 
receiver, and what is the largest fee received by you as an attorney 
for a receiver? 

The WITNESS. My term of office expired in 1928, and I 
have been building up a practice since. The largest fee I 
have received so far in a bankruptcy matter is $3,500. I will 
add to that one additional fee of $5,000. I have not repre- 
sented receivers in the cases. It was not any representation 
for receivers. I have represented a receiver in only one case. 
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Mr. KING. Mr. President, I submit an interrogatory. 

The PRESIDING OFFICER. The clerk will read the 
interrogatory. 

The Chief Clerk read as follows: 

Q. Does not the amount of the fee depend on the value of the 
estate, the extent and number of claims, and whether there are 
complicated questions involved? 

The WITNESS. Yes; the volume of the estate is a very 
important factor. 

The PRESIDING OFFICER. Are there any further 
inquiries? 

Mr. BLACK. I have one other inquiry. 

Mr. FESS. Mr. President, I send an inquiry to the desk, 
and ask that it be propounded. 

Mr. BLACK. Mr. President, I have one I desire to send 
on the same question heretofore asked, in order that I may 
get it clarified, if possible. 

The PRESIDING OFFICER. For the sake of logical 
sequence, we will withhold the question of the Senator from 
Ohio for a moment, until the final question of the Senator 
from Alabama has been propounded. The clerk will read the 
inquiry of the Senator from Alabama. 

The legislative clerk read as follows: 

In the J. C. Wilson case how many attorneys received $75,000, 
and whom did they represent, and who were all the attorneys? 

The WITNESS. That case took place about the opening 
of the World War in 1914. I only knew one attorney, Mr. 
Robert Gaylord. 

The PRESIDING OFFICER. The clerk will now read the 
question asked by the Senator from Ohio. 

The legislative clerk read as follows: 

Approximately what portion of the services rendered by an attor- 
ney for a receiver consists in trials in court as compared with 
settlements outside of court? 

The WITNESS. Outside litigation is a small factor in 
liquidation bankruptcy and equity receivership matters. 
The Russell-Colvin case represented potentially 500 law- 
suits in respect to the claims of clients. The same in the 
Gorman Kayser case, in which I am referee. I attached 
little importance to the fact, when I fixed the fee at $50,000 
as reasonable, that there was a small amount of outside liti- 
gation. 

Mr. Manager LEWIS. Mr. President, certain inquiries 
propounded by Senators and statements by the witness have 
suggested additional inquiries by the managers on the part 
of the House. 

By Mr. Manager LEWIS: 

Q. Mr. Kreft, what is the nature of your practice at pres- 
ent?—A. May I ask you to repeat that? 

Q. What is the nature of your practice at the present 
time?—A. I specialize in Federal equity proceedings and 
bankruptcy. 

Q. Are you receiver by appointment at present?—A. I am 
at present receiver in another stock-brokerage case, that of 
Mysell Moller Co., a $150,000 matter. 

Q. Who appointed you in that case?—A. Judge Harris, 
presiding judge of the superior court. 

Q. Of the State court?—A. Of the State court. 

Q. How long have you been engaged in that case?—A. The 
Mysell Moller case? 

Q. The case you just referred to—aA. I was appointed re- 
ceiver in January 1932. 

Q. Were you appointed attorney for the receiver or re- 
ceiver?—A. I am receiver in that case. 

Q. Have you been appointed attorney for receiver or re- 
ceiver in any other cases, bankruptcy or receiverships, since 
you retired from your official position?—-A. I have been ap- 
pointed as attorney for trustees, and in maybe two instances 
attorney for receivers. Judge Louderback appointed me as 
attorney for receiver in one case. 

Q. In what case was that?—A. An electric company case. 
I do not recall the first name. My total compensation in 
the case was $125. 

Q. How long ago was that?—A. Oh, a year and half, 
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Q. And it is within the power of Judge Louderback, if he 
continues in office, to appoint you to similar receiverships 
in the future, is it not?—A. He has that power. 

Q. You are an old friend of Judge Louderback, are you? 
A. No. 

Q. How long have you known him?—A. Possibly 10 or 12 
years. He had a few matters before me when I was referee. 

Q. You referred to the J. C. Wilsom case, where, as I 
understand, there was a fee of $75,000?—A. It is my recol- 
lection that that was the total of the fees in that case 
allowed to the attorney for the trustee. 

Q. That includes the attorneys for the receiver and 
trustees?—A. I do not know that there was a receiver in 
that case. I think there was no receiver in that case. It 
was a voluntary case followed shortly thereafter by the ap- 
pointment of a trustee. 

Q. And this was an agreed fee, was it—in the Wilson 
case?—A. There was no opposition to the fee asked. The 
larger portion of the fee was allowed by a judge in New 
York. 

Q. Precisely. It was not allowed in California, was it?— 
A. No; but the case was entirely under my jurisdiction; the 
proceeding was ancillary in New York. 

Q. In New York; but you were very glad to accept the 
suggestion made by the parties. Is that right?—A. There 
was no opposition to the fees, and I believed them to be 
reasonable such as were allowed. 

Q. Now, let us investigate this further. In just what 
other matters have you fixed fees or been familiar with the 
compensation? What other cases are you familiar with in 
California, not in New York?—A. As I said, I have made 
upwards of 5,000 such allowances. It is very difficult for 
me to remember the particular cases. 

Q. In these 5,000 cases how many fees approximately of 
$50,000 have you allowed?—A. Not more than three. 

Q. Let us have those three again—A. The J. C. Wilson 
case, the Owen-Sullivan case—— 

Q. Do you mean the J. C. Wilson case is the case in which 
there was an agreement in New York and you lived in 
California? —A. My answer was to the amount of the fees 
that were allowed to attorneys for services in that case, no 
matter where they lived. 

Q. That is one. Let us have another—A. The Owen- 
Sullivan case in the importing and exporting business. 

Q. What were the fees allowed in that case?—A. I think 
they must have been in the neighborhood of $35,000 in all. 

Q. You say they must have been.” Have you the clear 
recollection?—A. I do not recall my allowances specifically 
in amount in that case, except that the attorneys for the 
trustee were allowed $25,000. There were allowances to 
other attorneys in that case. 

Q. That was by agreement, was it?—A. There was no 
particular objection, as I recall. 

Q. Let us have one case where there was an allowance 
even approximating the figures mentioned here—A. There 
were several cases. 

Q. You spoke of three. Let us have the third—A. I must 
answer that I cannot recall the names of the particular 
cases. 

Q. So you now recall only two cases in which fees ap- 
proximating even half of the amount in this case?—A. That 
is correct. 

Q. But you have had 5,000 cases, as I understand, before 
you, and, on the basis of that experience, you come before 
us as an expert? Is that correct?—A. That is correct. 

Q. In the Prudential Holding case, Mr. Kreft, in bank- 
ruptey how many amended petitions were filed? You 
referred, as I recall, to an amended petition in that case. 
A. Only one. 

Q. When was that, do you recall?—A. With reference 
to the original petition—there were intervening petitions— 
but only one application to amend the original petition. 

Q. When was it filed?—-A. Shortly before the hearing in 
court on October 26. 

Q. The receiver and his attorneys had already been ap- 
pointed by Judge Louderback, had they not, in this bank- 
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ruptcy matter when the amended petition was filed?— 

A. The appointment had been made prior to the filing of the 

amended petition. 

5 The PRESIDING OFFICER. Are there any further ques- 
ons? 

Redirect examination by Mr. LINFORTH: 

Q. Judge Kreft, do you know Mr. Byington, an attorney 
of San Francisco?—A. Casually, 

Q. May I ask you this, to see if I can refresh your 
memory—do you recall an allowance by Judge Dooling, the 
judge of the Ninth District Court of California, to him in 
an oil case of $120,000 as receiver?—A. I do not recall that. 

Mr. LINFORTH. We have no further questions. 

The PRESIDING OFFICER. The witness will stand 
aside, and the next witness will be called. 

Mr. Manager SUMNERS. At this point, with your per- 
mission, Mr. President, we desire to present for the record 
the application for leave to file amended involuntary peti- 
tion, which is the petition referred to by the witness in his 
testimony who has just been on the stand. 

The PRESIDING OFFICER. Is there any objection? 

Mr. Manager SUMNERS. It shows it was filed on Octo- 
ber 14, 1931. 

Mr. LINFORTH. May we ask the manager to submit 
that to us for a moment? 

Mr. Manager SUMNERS. Yes. 
Linforth. ] 

Mr. KING. Mr. President, a parliamentary inquiry. 

The PRESIDING OFFICER. The Senator will state it. 

Mr. KING. Probably there will be a short intermission 
in a little while. May we not proceed with the case, and 
counsel will then have a chance to examine the paper and 
determine whether they wish to object or otherwise? 

The PRESIDING OFFICER. Is a very brief intermis- 
sion desired? 

Mr. LINFORTH. We have no objection to the offer. 

The PRESIDING OFFICER. The document will be ad- 
mitted. 


{Handing paper to Mr. 
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The document admitted in evidence on behalf of the 
managers on the part of the House is marked U.S. S. 
Exhibit 54”, and is as follows: 
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In THE DISTRICT COURT oF THE UNITED STATES FOR THE NORTHERN 
DISTRICT OF CALIFORNIA, SOUTHERN DIVISION 

IN THE MATTER OF THE APPLICATION OF CATHERINE ARMSTRONG, REALTY 
MORTGAGE INSURANCE CO., A CALIFORNIA CORPORATION, AND PARKER 
LINTON, FOR THE ADJUDICATION OF PRUDENTIAL HOLDING CO. OF LOS 
ANGELES, A NEVADA CORPORATION, ALLEGED BANKRUPT. IN BANK- 
RUPTCY NO, 21022-5 

Application for leave to file amended involuntary petition 


To the honorable judges of the United States District Court in and 
jor the Northern District of California: 

The petition of Catherine Armstrong, Realty Mortgage Insurance 
Co., a California corporation, and Parker Linton, respectfully shows 
and alleges: 

That on or about the 5th day of September 1931 your petitioners 
filed an involuntary petition in bankruptcy against the above- 
named alleged bankrupt; that in said petition the act of bank- 
ruptcy alleged was the appointment of a receiver while insolvent; 
that since the filing of said involuntary petition your petitioners 
have investigated the affairs of said alleged bankrupt and have 
discovered several new additional acts of bankruptcy committed 
by the said alleged bankrupt within 4 months from the filing of 
said involuntary petition and without 4 months from the date 
that your petitioners propose to file their amended involuntary 
petition in bankruptcy. 

That the claim of one of the petitioners, to wit, Catherine Arm- 
strong, is based upon three promissory notes, and said petitioner 
in the original involuntary petition set forth only one of the said 
notes, and said petitioner desires to amend the nature of her 
claim to set forth all the notes upon which there is an indebted- 
ness due by the said alleged bankrupt. 

That petitioners further show to the court that they have just 
discovered the commission of said additional acts of bankruptcy 
which are set forth in the proposed amended involuntary petition 
and have been duly diligent in pleading said acts. 

Petitioners further show unto the court that it will be to the 
interests of justice to permit said amendments. 

Wherefore your petitioners pray that an order be made and 
entered herein granting leave to your petitioners to file an 
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amended involuntary bankruptcy petition herein, containing the 
amendments above set forth. 
CATHERINE ARMSTRONG, 
PARKER LINTON, 
REALTY MORTGAGE INSURANCE Co., 
By W. W. Henry, Vice President. 
A. B. KREFT, 
TORREGANO & STARK, 
By A. B. KREFT, 
JANEWAY BEACH & HANKEY, 
By G. HAROLD JANEWAY, 
Attorneys jor petitioning creditors. 
STATE OF CALIFORNIA, 
County of Los Angeles, ss: 

Parker Linton being first duly sworn, deposes and says that he is 
one of the petitioners above named and does hereby make solemn 
oath that the statements contained in the above and foregoing 
petition subscribed by him are true. 

Parker LINTON. 
4 5 and sworn to before me this 13th day of October 
] B. M. HARTMAN, 
Notary Public in and for the County of Los Angeles, 
State of California. 
STATE or CALIFORNIA, 
‘City and County of San Francisco, ss: 

J. H. Engelhart, being first duly sworn, deposes and says that 
he is vice president of Realty Mortgage Insurance Co., one of 
the petitioning creditors above named. That the statements 
contained in the foregoing petition subscribed by him are true. 
That he is duly authorized by the Realty Mortgage Insurance Co. 
to sign this petition and make this verification. 

W. E. Henry, Jr. 

Subscribed and sworn to before me this 14th day of October 


1931. 
[SEAL] CHARLES E. KEITH, 
Notary Public in and jor the County of San Francisco, 
State of California. 
STATE OF CALIFORNIA, 
County of Los Angeles, ss: 

Catherine Armstrong, being first duly sworn, deposes and says 
that she is one of the petitioners above named and does hereby 
make solemn oath that the statements contained in the above 
and foregoing petition subscribed by her are true. 

CATHERINE ARMSTRONG. 


1 and sworn to before me this 13th day of October 


[SEAL] B. M. HARTMAN, 
Notary Public in and for the County of Los Angeles, 
State of California, 
EXAMINATION OF H. B. HUNTER 

Mr. LINFORTH. Call Mr. H. B. Hunter. 

H. B. Hunter, having been duly sworn, was examined and 
testified as follows: 

By Mr. LINFORTH: 

Q. Please state your name, residence, and occupation.— 
A. H. B. Hunter; San Francisco, Calif.; banker. 

Q. How long have you been engaged in the banking busi- 
ness?—A. Since 1910; about 22 years. 

Q. With what banks have you been connected?—A. I 
have been connected with the Mercantile Trust Co. in San 
Francisco; the United Bank & Trust Co., also in San Fran- 
cisco; the First National Bank of Berkeley; and a bank in 
Bisbee, Ariz. 

Q. In what capacity have you been connected with these 
banks?—A. From manager to vice president. 

Q. Were you at any time connected with the San Fran- 
cisco Stock Exchange?—A. Yes; I was assistant to the presi- 
dent. 

Q. For how long?—A. I would say 8 or 10 months. 

Q. In what year?—A. In 1928 and the first part of 1929. 

Q. Were you at any time associated with the banking and 
stock-brokerage firm of Cavalier & Co.?—A. Yes; I was with 
Cavalier & Co. after I left the stock exchange. 

Q. Were you connected with that company at the time 
you were appointed receiver in the Russell-Colvin case? 
A. I was. 

Q. Do you know John Douglas Short?—A. Yes; I do. 

Q. How long have you known him?—A. For 15 years. 

Q. And what has been his profession or occupation during 
the time of your acquaintanceship with him?—A. He has 
been an attorney at law. I first met him when he was a 
partner with Irvin Wright. 

Q. Do you know the firm of Keyes & Erskine?—A. Very 
well. 
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Q. How long have you known the members of that firm?— 
A. For about 10 years. 

Q. And while connected with these banks that you have 
referred to, were you in contact with them?—A. I was. 

Q. Were they attorneys for some of these banks that you 
were connected with?—A. They were attorneys for the 
United Bank & Trust Co. 

Q. And during your connection with Cavalier & Co. were 
you brought in contact with that firm?—A. Yes; we handled 
litigation together in various stock-exchange matters. 

Q. While you were associated with Cavalier & Co.?— 
A. While I was manager of their brokerage department. 

Q. Where do you live in San Francisco?—A. Fairmont 
Hotel. 

Q. And you are a married man?—A. I am. 

Q. How long have you lived at the Fairmont Hotel in San 
Francisco?—A. Ten or eleven years. 

Q. Continuously?—A. Continuouslky—well, except for a 
short time, a few months. 

Q. Do you know Mr. W. S. Leake?—A. I do. J 

Q. Where did you make his acquaintance?—A. I assume 
I met him in the lobby of the Fairmont Hotel, probably some 
evening. I do not recall how I met him or under what cir- 
cumstances. 

Q. Was he living there at that time?—A. He was. 

Q. Was his wife there at that time?—A. Yes. 

Q. What has been your acquaintanceship with Mr. Leake 
since the time you first met him at the Fairmont Hotel?— 
A. Only a casual acquaintanceship, talking to him on occa- 
sions in the lobby with other people in the group. 

Q. Have your relations at any time been intimate with 
him?—A. They have not. 

Q. Have you ever been a patient of his?—A. I have not. 

Q. Or any member of your family?—A. Not any member. 

Q. Who first spoke to you about the Russell-Colvin receiv- 
ership?—A. I think the first mention of the Russell-Colvin 
receivership came to me from Addison Strong. I was out in 
Judge Louderback’s as a juror. Mr. Strong, a friend of mine, 
sat down next to me and asked me what I was doing out 
there. 

The PRESIDING OFFICER. If Judge Louderback had 
nothing to do with this, let us pass it over. 

Mr. LINFORTH. I think it is important on account of 
testimony given by Mr. Strong. It is to meet the testimony 
which he has already given. 

The PRESIDING OFFICER. The Chair does not want 
the witness to give long conversations. 

By Mr. LINFORTH: 

Q. Make it as brief as you can.—A. Mr. Strong asked what 
I was doing. I said I was a juror. i 

The PRESIDING OFFICER. It is not necessary to go 
into particulars in this way unless counsel has some reason 
for it. 

Mr. LINFORTH. Mr. President, I am directing the atten- 
tion of the witness to a particular matter to meet the testi- 
mony of a witness for the managers of the House—to wit, 
Mr. Strong—the testimony being directly responsive. 

The PRESIDING OFFICER. Very well. 

The WITNESS. Mr. Strong asked what I was doing out 
there. I said I was a juror. He went on to say that he was 
out there in a receivership matter. I do not recall that he 
mentioned the Russell-Colvin. He mentioned the receiver- 
ship matter and said that he had been suggested as receiver. 
I said to him in a joking way, “ Don’t you want a good re- 
ceiver?” We were joshing about it at that meeting. 

By Mr. LINFORTH: 

Q. In that way the matter of the receivership was men- 
tioned?—A. It was only a facetious remark. 

Q. Had anybody up to that time ever spoken to you about 
your acting or the possibility of your acting as receiver in 
that matter?—A. No one had. 

Q. Did you at any time have any talk with Mr. W. S. 
Leake on the question of your acting as receiver?—A. I did. 

Q. Can you state when and where that conversation took 
place?—A. I was coming into the lobby of the Fairmont 


CONGRESSIONAL RECORD—SENATE 


3715 


Hotel and Mr. Leake called me. He asked me if I could act 
in the Russell-Colvin matter in case Mr. Strong would not 
be able to do so. 

Q. What did you say? Give us the entire conversation. — 
A. I told him I would have to see my associates and I would 
let him know. 

Q. The following day did you see your associates in re- 
gard to the matter?—A. I saw Mr. Cavalier the next noon 
when he came over from his Oakland office and discussed 
it with him and also with the other partners. 

Q. After discussing the matter with your associates did 
you have any communication with Mr. Leake in regard to 
it?—A. Yes. My associates thought that I should act, and 
I at once, as I recall it, notified Mr. Leake that I would act. 

Q. How was your communication with him, by phone or 
otherwise?—A. By phone. 

Q. When you so advised him what did he say?—A. He 
said he would let me know later. 

Q. Did you subsequently that day hear from Mr. Leake?— 
A. I did. 

Q. Do you recall how you heard from him, by phone or 
otherwise?—A. He called me up by phone and asked me—— 

Q. Do you remember at what time you heard from him 
by phone?—A. It was along about 4 or 4:30—between 4 and 
5 o'clock. 

Q. What, if anything, did he say to you?—A. He told ma 
to go out to Judge Louderback’s court and take someone 
va me to furnish bond; that I should act in the receiver- 

p. 

Q. When he made that statement to you what, if any- 
thing, did you do on the question of bond?—A. I asked one 
of the firm of Cavalier if they had some friend that would 
assist me in this matter, and they called up someone in 
the Balfour-Guthrie Co., and a representative of that com- 
pany went out with me to the court. We arrived at court 
between 4 and 5 o'clock and I told the secretary of Judge 
Louderback that I was there in this receivership matter. 
I finally saw Judge Louderback and the man that was there 
with the bond filled it out and it was filed, as I recall it, and 
I qualified as receiver, 

Q. Will you state what conversation you had with Judge 
Louderback at that time?—A. All that I can remember 
that I had was that he said, “Go along. I know you know 
your business and will take care of things. If at any time 
I can be helpful and am free I will be glad to consult with 
you.” 

Q. When you saw Judge Louderback, was the representa- 
tive of this bonding company present during all the time?— 
A. Yes; he was. 

Q. In the same room?—A. Yes; he was. He had to be 
for the purpose of filling out the bond. 

Q. Do you recall about what time it was that you left the 
courthouse after qualifying as receiver?—A. Sometime after 
5 o’clock, as I recall it. 

Q. Where did you go from there?—A. I went back to the 
hotel and went up to my room. 

Q. That is, your residence at the Fairmont Hotel?— 
A. Yes. 

Q. Did you later on that evening see Mr. W. S. Leake?— 
A. I did. After dinner was finished I went down to tell him 
that I had been out to court, and I was qualified as receiver. 

Q. Did you go to his room?—A. I did. 

Q. What talk did you have with him there that evening 
in his room?—A. All that I can recall is that I just told 
him what had happened and that I would have to take 
charge of the firm the next morning. 

Q. Did you state anything to him at that time on the 
question of attorneys for the receiver?—A. I did. 

Q. What did you say to him?—A. I said I wanted to call 
up Mr. Short at his home as soon as his dinner was finished. 

Q. Did you call up Mr. Short?—A. I did. It was then, I 
think, about 8:15 or something of that kind, and Mr. Leake 
said, “ You can use my phone here.” I called up Mr. Short 
from Mr. Leake's room. 

Q. Where did Mr. Short live at that time?—A. Woodside, 
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Q. You were advised of that fact?—A. Oh, yes; I knew 
Mr. Short. 

Q. You knew where he lived before?—A. Yes. 

Q. What was your talk with Mr. Short over the tele- 
phone that evening?—A. I told Mr. Short I was going to 
act in this Russell-Colvin matter, and I wanted to know 
whether his firm would represent me; that I did not know 
anything about financial affairs but that I would like to 
have him meet me at Cavalier’s in the morning between 
8 and 9, so we could talk it over. 

Q. Did you at that time think Mr. Short was a member 
of that firm?—A. I certainly did. 

Q. Did you in that conversation over the phone make 
an appointment with Mr. Short?—A. I did to meet him at 
Cavalier & Co. between 8 and 9 next morning. I wanted to 
go to the Russell-Colvin place at 9 o’clock. 

Q. Did you meet Mr. Short at the office of Cavalier & 
Co. the next morning?—A. I did. I think it was about 8:30. 

Q. While you were there did Mr. Erskine come over?— 
A. He did. After I had made my arrangements with Mr. 
Short and discussed various questions he called up Mr. 
Morse Erskine and asked him to meet us at the Russell- 
Colvin Co. 

Q. Whom did you employ as your counsel in the Russell- 
Colvin matter?—A. Keyes & Erskine, as I thought. I 
thought Mr. Short was a member of the firm. 

Q. You thought that Keyes & Erskine were the two Ers- 
kines and Mr. Short?—A. Yes. 

Q. How soon did you start to work on the matters of the 
receivership?—A. I think we were over to the Russell-Colvin 
office by 9 o'clock. 

Q. After you had looked into the affairs of Russell-Colvin 
& Co. did you ascertain whether or not it owned any bonds 
of the Consolidated Box Co.?—A. Yes; I did. ; 

Q. How many did you ascertain it owned?—A. It owned 
about 60 per cent of the issue, or almost 300,000 bonds out 
of the 500,000. 

Q. Did you ascertain whether or not any of those bonds 
were pledged?—A. Yes. i 

Q. How many of them did you ascertain were pledged 
and for what sum?—A. There were around $69,000 or 
$70,000 pledged. 

Q. Did you ascertain whether or not any of them had 
been sold by Russell-Colvin & Co. under so-called “ repur- 
chase agreements ”?—A. Yes. They could not sell the bonds, 
so they induced the banks to take the bonds on a repurchase 
agreement, 

Q. To what amount had they so induced the banks to take 
the bonds?—A. One hundred and twenty-two thousand five 
hundred dollars. 

Q. At what price had they guaranteed the bank to re- 
purchase them?—A. They guaranteed almost any price from 
par up to 105, as I recall it. 

Q. Were those bonds at that time salable in the mar- 
ket?—A. The only market for those bonds was the Russell- 
Colvin office. It was their own underwriting. They were 
the only market, and without their support there would have 
been no sale. 

Q. In other words, they were not listed bonds?—A. No; 
they were not listed. In fact they tried to sell them, and that 
is why they had 60 percent of the issue on their hands. 
They could not sell them. 

Q. What was the amount of the issue?—A. Five hundred 
thousand dollars. 

Q. Did you ascertain, after you had been appointed re- 
ceiver, whether or not Russell-Colvin Co. owned any stock 
in that Consolidated Box matter?—A. They had the B stock, 
which gave them control, and some A stock. 

Q. After your appointment, did you ascertain whether or 
not the Russell-Colvin people, a few days before this bank- 
ruptcy matter, had made some contract to sell the control 
in the Consolidated Box Co.?—A.I did. Mr. Blumberg 
came in to see me the following day after my appointment, 
Saturday morning; told me that he had a deal on for the 
control of the company, and that if I wanted to get some 
money into the estate, he had a deal he would like to put 
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through. I asked him why he was held up. He said he was 
afraid a receiver would upset the deal, and he would like 
to get my approval. 

Q. Did you upset the deal?—A. I told him we would have a 
meeting that day. I called up my attorneys, arranged a 
meeting at 12 o’clock, and we were in discussion for a couple 
of hours. My attorneys looked over the contract, decided 
that it was not enforceable—that is, that it was executory— 
and that we could rescind it whenever we wished. 

Q. For what price had this concern, 2 or 3 days before 
the receivership, agreed to sell the control in that company 
to Mr. Blumberg?—A. The company was in very dire dis- 
tress, needed money, and they sold the control of the com- 
pany for $7,246. 

Q. And that. was the contract; was it?—A. That was the 
contract. 

Q. Did you find, upon investigation, that the stock had 
been put up in escrow?—A. It had been put up in escrow. 

Q. And who was the escrow holder?—A. Francis C. Brown. 

Q. One of the witnesses who have appeared here?—A. Yes. 

Q. Without going into details, did you serve or cause 
your attorneys to serve a notice of disaffirmance of that 
contract?—-A. There is no question but that they received 
notice, and knew that we were not going to go through 
with the contract. 

Q. Did you subsequently dispose of all of those bonds and 
that stock?—A. I did. 

Q. How long were you negotiating and working on the 
matter of disposing of that stock, which was under contract 
for the amount stated, and those bonds, before you effected 
the sale?—A. At least 3 months. We carried on extensive 
negotiations. We had a great many legal fights. We ap- 
peared in court a great many times. Every obstacle was put 
in the way of reselling the securities to another man. I 
finally was unable to induce or urge Mr. Blumberg to get 
off the board of directors, and certain directors, and I 
finally sold the plant, the securities I held, to Mr. Blumberg 
for the same amount that I had already sold it to another 
gentleman for. 

Q. In other words, had you found a purchaser different 
from Mr. Blumberg for that property?—A. I had. 

Q. And who was that person?—A. Mr. Spiegelman. 

Q. As a result of the negotiations and what you did, what 
did you finally get in cash for those bonds?—A. The bonds 
alone, or the whole transaction? Around $130,000 was the 
total purchase price. 

Mr. Manager SUMNERS. Mr. President, we object to 
that question and the answer because the question and the 
answer are not calculated to elicit the facts but are calcu- 
lated to confuse the facts. The first contemplated sale was 
with regard to stocks. The control of the voting power did 
not control the physical property, did not control the bonds. 
The latter sale with regard to which the witness is testifying 
was in reference to both the stocks, the bonds, and the 
physical property. 

The WITNESS. That is correct. 

Mr. Manager SUMNERS. We should like to have that 
appear. 

The WITNESS. That is correct. 

Mr. LINFORTH. Mr. President, if I have not made the 
matter clear, it has been due to my desire to be as brief as 
possible in the matter. I will proceed a little further, and 
see if I can meet the objection of the honorable manager. 

By Mr. LINFORTH: 

Q. Mr. Hunter, was the stock of the company, under the 
contract you have referred to, the control?—A. It was. The 
total B issue was $56,000. I was selling 28,801 shares of B 
stock and 7,246 shares of A stock. 

Q. Were these bonds that I have called your attention to 
salable?—A. They were not. Russell-Colvin had tried a 
long time to sell them, and they could not sell them. 

Q. Did you, as receiver, try to sell these bonds?—A. I did. 
I might enlarge on that. 

In our discussion with Mr. Blumberg, I asked him what he 
would do in regard to something like $84,000 worth of paper- 
box machinery which Russell-Colvin held in the subsidiary— 
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what it could be sold to him for. He was very evasive; he 
said maybe $5,000. That is the reason we wanted to rescind 
the contract. Also, we asked him about the bonds: Would 
he buy the bonds? Well, he did not know; he might buy 
the bonds, and he did not know whether he would or not, 
but he would have to get control first. So we determined 
and decided, and so stated at that time, that if we lost con- 
trol of this company by a small payment of $7,200, we would 
be unable to sell the machinery or sell the bonds; there 
would be no market, and the estate would suffer by it. I 
think all the evidence goes to show that that was true. 

Q. With those thoughts in mind you brought about the 
sale to which you have referred; did you?—A. I did. Mr. 
Blumberg did everything in his power to prevent the sale. 

Q. And the amount you realized for the receivership was 
how much?—A. The sale amounted to something around 
$130,000. I can give you the accurate figures if you wish 
them. 

Q. That was received in cash; was it?—A. That was re- 
ceived in cash. I might enlarge on that, so that the question 
will not be brought up. That did not all go into the estate. 
There were other bonds that were sold to assist in cleaning 
up the pledges. 

Q. You have referred to the fact that $122,500 of these 
bonds were out on repurchase agreement.—A. I have. 

Q. What, if anything, did you do in order to relieve the 
estate from that obligation?—A. These repurchase bonds 
naturally had no market, as well as the other bonds. Only 
by the deal which I consummated, first with Mr. Spiegelman 
and then finally with Mr. Blumberg and his associates, was 
it possible to enter into negotiations with the holders of these 
repurchase bonds. We then entered into negotiations with 
the holders of those bonds, and, due to the splendid price 
I received for the bonds in the sale, I was able to get a very 
splendid settlement with these holders. The average sale 
of those bonds was, I think, almost $700 a bond. 

Q. How did you arrange to relieve the trust estate from 
the repurchase agreement relating to those $122,000 in 
bonds?—A. I and my attorney carried on negotiations for 
months, you might say. We met with these holders of the 
bonds, and we insisted that the price obtained in the sale 
to Mr. Blumberg was the controlling price. However, some 
were settled on the basis of $500 a bond; but the majority 
were sold on the basis of around $750 a bond. The average 
price of the bonds sold to Mr. Blumberg was $600. 

Q. Did you succeed in getting a release for the bankrupt 
or receivership estate from the obligation to repurchase 
those bonds by agreeing that they should have a claim 
against the estate?—A. Yes. It left a small claim against 
the estate in the form of a general creditor, due to the fact 
that the majority of the claims, something like $118,000, 
was reduced, I think, to about $20,000. 

Q. And that obligation was wiped out in that way?— 
A. It was. 

Q. Did you sell the seat owned by the Russell-Colvin peo- 
ple in the San Francisco Stock Exchange?—A. I did. 

Q. Did anyone but yourself and your attorneys inaugu- 
rate the proceedings and follow the proceedings leading up 
to the sale of that seat?—A. No. I took the matter up 
with a great many people, my friends, to try to locate a 
purchaser. Finally we contacted a man who wanted to buy 
a seat—it was a partnership of three men—and we sold the 
seat for $75,000. 

Q. After you were appointed receiver, and after you had 
an opportunity to look into the affairs of Russell-Colvin 
& Co., did you ascertain whether it owned any stock in a 
company known as the “Coen Co.”?—A. Yes. They had 
almost the control—not quite the control—of the Coen Co., 
another underwriting of theirs. 

Q. Was the stock that they held the control, or less than 
the control?—A. Slightly less than the control, which made 
it very difficult to sell. 

Q. Did that stock have any sale value on the market at 
that time?—A. None whatever. 

Q. Did you institute efforts to sell the stock?—A. I inter- 
viewed dozens of people. I tried to get brokers to support 


the market in the stock, principally the A stock. I had 
people call on the president. The president insisted that 
the stock was worthless, the company was not doing well, 
and I had great difficulty in selling. 

Q. Did you finally sell it?—A. I did. 

Q. For how much?—A, Twenty-five thousand five hundred 
dollars. 

Q. In cash?—A. In cash. 

Q. After investigating the affairs of this company, did 
you ascertain whether or not they owned any stock, common 
or preferred, and any bonds and notes of the Anchorage 
Light & Power Co.?—A. They did. That was another one 
of their underwritings. They built an electric plant in 
Alaska, at Anchorage, which cost about $700,000. The origi- 
nal estimate was about $350,000. They had been unable to 
sell a large block of the preferred stock, and had a few bonds, 
I think something like 39 out of 350, on pledge with a bank. 
They did not have control of this company either, which 
made it difficult to sell. 

Q. Did you ascertain whether or not the Russell-Colvin 
Co. had underwritten the bonds and the preferred stock of 
the Anchorage Light & Power Co.?—A. Yes, sir. 

Q. Was there any sale for that stock or those bonds at 
the time you were receiver?—A. None whatever. I suppose 
you could sell them 

Q. Did you make efforts to sell them?—A. I suppose you 
could sell anything for a small amount, but I mean a fair 
price. There was no fair offer anywhere. I could probably 
have sold the bundle of stock for a cent a share. 

Q. Do you recall in amount how many bonds the Russell- 
Colvin Co. had and owned of the Anchorage Light & Power 
Co.?—A. They owned 35, and there were 4 other bonds in 
pledges, as I recall. 

Q. Were the 35 that they owned also in pledge?—A. They 
were pledged with a bank at Anchorage for a loan. 

Q. Do you recall, in round numbers, how many shares of 
the preferred stock of that company they owned?—A. One 
thousand and fifty-three, of par value of $100, making 
$105,300 book value. 

Q. Do you recall how many shares of the common stock 
in that company they owned?—A. Eighteen thousand six 
hundred and twenty-nine, if I remember correctly. 

Q. What was the amount of the notes that Russell-Colvin 
& Co. held of the Anchorage Light & Power Co. at the time 
you were appointed receiver?—A. The plant, as I stated a 
few minutes ago, cost a great deal more than they expected. 
They first came out with a preferred-stock issue, and then 
they came out with another which they were not able to 
sell; and finally they had to put up the money themselves 
to complete the plant. This represented advances to the 
extent of $63,000, in round numbers. 

Q. Did you endeavor, after you were appointed receiver, to 
collect those notes so aggregating $63,000?—A. I did. 

Q. Could you collect any of it?—A. No. 

Q. Subsequently what arrangement did you make, if any, 
to dispose of the notes and the stock and the 39 bonds?—A. 
I pressed the president of the company, Mr. Reid, to do 
something. He finally came down to see me in San Fran- 
cisco with a banker by the name of Rasmussen. We had 
several days’ negotiations. I could not get Mr. Reid or Mr. 
Rasmussen to make me an offer. We did, however—the 
banker and I got together at breakfast and decided that 
we should cut expenses. So I told Mr. Reid that we would 
have to cut expenses at the plant if I were not to press 
payment on the notes. We entered into an agreement to 
take a note for a small balance that had not been so taken 
care of, and for doing that there was a very extensive legal 
agreement drawn up which made it incumbent upon Mr. 
Reid to keep the expenses at not exceeding a thousand 
dollars a month, that his salary was to be nominal, that 
anything he ever did was to be approved by me, that he 
was to put the banker on the board of directors and in 
charge of the finance committee, and that they should cut 
down their office expense and the salary of the attorney 
and the salaries of the accountants, and so forth. 
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Q. As a result of what you did, did you finally make some 
kind of a deal over these notes and this stock and these 
bonds?—A. As in all other deals, I had to work up an out- 
side deal. I could not get any place with Mr. Reid. He 
temporized. I pressed him. I have written a great many 
telegrams and a great many letters threatening receivership, 
and so forth. Finally I got a friend of mine, an investment 
banker, to take some interest. We outlined a sale that 
would be agreeable to me for the securities. I asked Mr. 
Reid if he was willing to enter into the transaction with him, 
that was, the investment banker. Mr. Reid immediately did 
not want anybody else in the transaction, and wired me sub- 
stantially the same offer that this man was supposed to 
enter into with me. As a consequence, Mr. Reid came down 
with the attorney for the company and I sold the notes at 
100 cents on the dollar as against first-mortgage bonds that 
were selling at that time at 20 to 25 cents on the dollar. He 
paid me $7 a share for the preferred stock. The total 
amount involved was $70,000 and 6 percent interest. As I 
stated before, I did not have control, so, as a condition to 
selling this to Mr. Reid and his associates, I made him 
pledge his stock. This gave me control, so that if Mr. Reid 
ever fails to complete his bargain, I have control of the 
company, and can sell it. 

Q. According to this agreement—— 

Mr. BLACK. Mr. President, a parliamentary inquiry. 

The PRESIDING OFFICER. The Senator will state it. 

Mr. BLACK. I have read the pleadings very carefully, 
that is, chose which appear here, and I do not see where any 
charge of incompetency is made against this gentleman as 
receiver. The parliamentary inquiry is, if that is not in 
issue, and if the managers on the part of the House do not 
claim that his administration showed incompetency, is it 
pertinent to go entirely through with the evidence as to his 
conduct of the estate? Of course, if there were charges 
against this gentleman as receiver, the evidence would be 
pertinent. I propound that as a parliamentary inquiry. 

Mr. LINFORTH. Mr. President, may I answer? 

The PRESIDING OFFICER. The Chair will be glad if 
counsel will, because the Chair has wondered for half an 
hour what the purpose of this testimony is. 

Mr. LINFORTH. The purpose is twofold. While the com- 
petency of the receiver is not attacked, in the fifth article, 
as amended, it is alleged that the fees were excessive, that 
the judge willfully allowed excessive fees, and the witness is 
detailing not only the services he rendered but the services 
which the attorney rendered in connection with these par- 
ticular matters, which bears upon the question as to whether 
or not the fees were excessive. 

The PRESIDING OFFICER. Is there a charge in the 
article to the effect that the fees paid this receiver were 
excessive? 

Mr. LINFORTH. I do not take it that there is any spe- 

cific charge that his fees were excessive, but there is a spe- 
cific charge that the fees of the attorneys were excessive. 
The witness is relating certain transactions and certain 
deals which took place which resulted in disposing of certain 
assets of the concern, in which he had the advice and the 
cooperation and the assistance of his counsel, and that in so 
acting, he was acting under the advice of counsel, and that 
counsel prepared the necessary papers to consummate his 
case. 
The PRESIDING OFFICER. In the opinion of the Chair 
there is not a sufficient showing that this witness had any 
knowledge as to whether or not the fees allowed the attor- 
ney were excessive, and unless there is something more ma- 
terial developed, and promptly developed, than has been 
developed in regard to that matter, the Chair will be in- 
clined to rule out questions similar to those which have been 
answered. 

Mr. Manager BROWNING. Mr. President, the managers 
on the part of the House meant to charge and they do insist 
that the fees to this receiver are excessive. 

The PRESIDING OFFICER. If that be true, the Chair 
is of opinion that it is quite pertinent to go into the par- 
ticulars of the services he rendered. 
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Mr. LINFORTH. Mr. President, as my attention was dis- 
tracted, may I have the statement made by the honorable 
manager read? 

The PRESIDING OFFICER. The reporter will read the 
statement. 

Mr. Manager BROWNING. Before that is read, we did 
not make any charge and do not insist on any charge of 
incompetency, but we do intend to charge and insist that 
the fees were excessive. 

Mr. LINFORTH. That is, the fees to this receiver? 

Mr. Manager BROWNING. To this recciver, as well as 
to his attorney. 

The PRESIDING OFFICER. Mr. Witness, in describing 
the services rendered, eliminate as much of the conversa- 
tion as possible, without suppressing any of the material 
facts. In other words, be just as brief as you can be, with- 
out neglecting to state the material facts of the matter. 

Mr. LINFORTH. Mr. President, I think there is an un- 
answered question. Will the reporter please read it? 

The PRESIDING OFFICER. The reporter will repeat the 
question. 

The OFFICIAL Reporter. The last sentence of the answer 
of the witness was as follows: 

This gave me control, so that if Mr. Reid ever fails to complete 
his bargain, I have control of the company and can sell it, 

By Mr. LINFORTH: 

Q. According to this agreement, what amount did the 
buyer agree to pay for these notes, this stock, and these 
bonds?—A. Sixty thousand dollars, plus 6 percent on de- 
ferred payments. 

Q. I do not know whether I got your answer correctly. 
Did you say 60,000 or 70,000?—A. Sixty—seventy thousand. 
I beg your pardon. 

Q. Seventy thousand dollars. Did that arrangement take 
the form of a written agreement?—A. It did. 

Q. Who prepared the agreement?—A. My attorneys. 

Q. During the various proceedings and negotiations that 
were had on the subject of this stock, these notes, and these 
bonds, did you advise and consult with your counsel?—A. 
Always. 

Q. Were they present at the times of the holding of the 
negotiations with the people from Alaska to whom you have 
referred?—A. Whenever it was necessary. 

Q. In this agreement to which you have referred, whereby 
you sold this property for $70,000, during what period is the 
payment to be made? A. Over the next 2 or 3 years. 

Q. Has any part of the $70,000 been paid?—A. $12,000. 
There is a balance due of $58,000. 

Q. Did you do anything in the way of taking security for 
the faithful performance of that agreement on the part of 
the buyer? 

Mr. Manager SUMNERS. Mr. President, we do believe, 
with all fairness to everybody in interest, that that sort of 
interrogation runs more into detail than is necessary to 
enlighten the Senate with reference to what took place. 
For instance, asking the witness, who has made the trans- 
action, whether or not he took security. We assume that 
the witness did do what common sense would suggest that 
anybody with ordinary sense ought to have done. Merely 
for the purpose of shortening the interrogation, we believe 
that that character of testimony ought to be avoided if it 
can be done. 

Mr. LINFORTH. Mr. President, may I add that I want to 
prove that the witness did what the learned manager says 
common sense would suggest to anyone that he should do. 

Mr. Manager SUMNERS. The point is that we do not 
question that the witness has common sense and exercised it 
in handling the transactions of the concern. 

The PRESIDING OFFICER. Inasmuch as there is no 
charge of incompetency on the part of this receiver, the 
Chair is of opinion that it is not necessary to indulge in any 
details as to the manner in which he performed those serv- 
ices. Unless there is some challenge as to the efficiency of 
those services, all matters pertaining to proof that those 
services were promptly discharged will be exclude? 
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Mr. LINFORTH. We bow to the will of the Chair and 
will not go into further detail on the matter, 

By Mr. LINFORTH: 

Q. Mr. Hunter, did you sell any other property belonging 
to the Russell-Colvin Co.?—A. Yes; I sold many miscellane- 
ous things, one a three-quarters percent interest in the Peer- 
less Paper Box Co., furniture and fixtures to the extent of 
$10,000, and investment trusts, and many other items. 

Q. While you were receiver, during the first year of your 
term, what were your hours devoted to this business?—A. 
I hoped to get through in about 3 months, so I worked day 
and night, and I finally finished my report after 10 months’ 
work, with a large crew of accountants. 

Q. What were your working hours devoted to the business 
of this concern?—A. Every day in the week, Saturdays and 
Sundays, holidays and nights. 

Q. What hours—how many hours a day?—A. We worked 
all night. 

Q. That is a little worse than the Senate, but not much. 
[Laughter.]—A. No; it is not. 

Q. During the time when you were so active, what time 
did you have of your counsel, what time was devoted to 
you?—A. This morning I looked over my bill of services. 
I think that would probably illustrate better than anything 
else how much I called upon my attorneys. Almost every 
transaction in a brokerage office has a legal snarl to it. I 
looked over the first two or three pages of my bill of serv- 
ices, and I think there were dozens of items which were 
referred to my attorney to consider and answer. The trac- 
ing of securities, and so forth, required all the time of Mr. 
Short. I used Mr. Morse Erskine almost altogether in car- 
rying on the negotiations and sale of the Consolidated Box 
and other items of that sort. Finally, Mr. Erskine came in 
toward the end to assist me personally in completing the 
report, tracing the securities, and that end of it. 

Q. During the first year of your receivership, how much 
of the time of Mr. John Douglas Short and Mr. Morse Ers- 
kine was devoted to you? 

Mr. Manager BROWNING. Mr. President, we except to 
that, on the ground that it would be hearsay. The witness 
does not know how much time they put in. 

Mr. LINFORTH. I will ask the question if you know? 

The PRESIDING OFFICER. If the witness knows, he 
may answer. If he does not, he may not answer. 

The WITNESS. My agreement with my attorneys was 
that they would give me 

Mr. Manager BROWNING. We object, because the an- 
swer is not responsive to the question in any way. 

The PRESIDING OFFICER. The objection is sustained. 

By Mr. LINFORTH: 

Q. Do you know how much of their time you did take 
which was devoted to you during the first year of the re- 
ceivership?—A. Practically all of the time of Mr. Short and 
a large part of Mr. Morse Erskine’s time. 

RECESS 


Mr. KING. Mr. President, I move that the Senate, sit- 
ting as a Court of Impeachment, stand in recess for 5 min- 
utes. 

The PRESIDING OFFICER. The question is on the mo- 
tion of the Senator from Utah. 

The motion was agreed to; and (at 1 o’clock and 2 min- 
utes p.m.) the Senate, sitting as a Court of Impeachment, 
took a recess for 5 minutes. On the expiration of the recess 
the Senate, sitting as a court, reassembled. 

Mr. FLETCHER. Mr. President, may I submit some 
questions at this point? They might be submitted later, 
but I may not be able to be present. 

The PRESIDING OFFICER. The Senator from Florida 
wishes to submit several interrogatories, which the clerk 
will read. 

The Chief Clerk read as follows: 

Q. Before your interview with Mr. Short, before or following your 
appointment as receiver, had anyone suggested him? 

The WITNESS. No. The only reference to Mr. Short 
was on the occasion when Mr. Leake asked me if I could 


serve and stated that Judge Louderback had mentioned his 
name to Mr. Strong. 

The Chief Clerk read as follows: 

Q. Or the firm you supposed he was connected with as attorneys 
for you as receiver? 

The WITNESS. No; I always think of Mr. Short as the 
firm of Keyes & Erskine. 

The Chief Clerk read as follows: 

Q. Did the respondent suggest or advise you respecting attorneys 
you should engage? 

The WITNESS. He did not. 

The Chief Clerk read as follows: 


Q. What arrangement was made as to fees, if any? 


The WITNESS. None whatever. 

The PRESIDING OFFICER. Counsel will proceed. 

By Mr. LINFORTH: 

Q. Mr. Hunter, in view of the services that you have men- 
tioned, will you please go on, in your own way, and state 
what you did in the liquidation of this company?—A. I will 
treat of the assets of the firm, and I should like to make 
this statement, that Russell-Colvin & Co. had a capital stock 
of around $182,000 at the beginning of 1927, and they made 
$80,000. The next year they had about the same amount, or 
$182,000, and they made $785,000. This enormous profit was 
arrived at by their underwriting. They merged several paper- 
box companies, at a cost of $890,000, and added over $500,000 
water to the sale price. They took over the Coen Co., which 
is not a merger, and sold those securities and added a quar- 
ter of a million. This money went into the profit-and-loss 
account. That made it very difficult to make sales. I will 
not go into the details of the sales from now on. 

During the very time we were carrying on negotiations for 
the sale of these assets the various problems connected with 
the sales arose. We were liquidating the pledges. It was 
necessary to liquidate the securities owned by Russell-Colvin 
to be able to liquidate the pledges. A great many of the 
securities were sold by E. A. Pierce and Russell Miller. 
Barneson & Co. could not sell the securities because they did 
not have the margins for them and would have to resort to 
the procedure required by the Civil Code. We had to pre- 
pare orders, and so forth, permitting them to sell without 
going through a lengthy procedure. We liquidated all the 
pools and pledges over a period of months. 

Next we also had leases on the property, which we re- 
scinded. They had entered into a lease with the Mills 
Building, calling for a large sum of money over a period of 
years. We rescinded that contract, and finally had to allow 
a claim, I think, of something like $6,000, and $2,000 for 
rent, and eliminated any further payment on the lease. We 
rescinded other leases. I think that covers the assets of the 
partnership. 

A great problem in the liquidation of a brokerage shop is 
caused, as I understand, by the right of the owner of secu- 
rities to search out his property and get it where we can 
find it. Also, due to the fact that there are many legal 
complications, such as the problem of agent and principal, 
bailee and bailor, pledgee and pledgor, and so forth, a great 
amount of legal work had to be done to determine whose 
securities they were, under what condition they were in the 
hands of Russell-Colvin & Co., and what had to be done to 
make it possible to make delivery of these securities. 

Another very serious problem was in that Russell-Colvin 
had borrowed, or overborrowed, something like $330,000 on 
the securities of customers. By that I mean that the cus- 
tomers had borrowed, we will say, five or six hundred thou- 
sand dollars, and they had borrowed eight or nine hundred 
thousand dollars. When that happens the customer is put 
to a great disadvantage. They had used this money in their 
own affairs, and, naturally, there are no securities, when the 
assets are liquidated, to deliver to the owners. So then we 
had the hypothecation and rehypothecation and superior 
liens and superior rights of individuals to determine. We 
had various classifications of creditors. There was an 
enormous number of questions which I had to put up to 
my attorney and which we had to work out. I studied the 
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law—read the law, rather; I did not study it—and worked 
out the procedure to delineate the result of our tracing and 
searching and the distribution of the equities and the divi- 
dends in the pools and the final liquiration of the customers’ 
accounts. 

Our total claims were something like 679 claims. Many of 
the claims, I think over 100, did not agree with the books. 
This offered a difficult situation. We discussed the matter 
of how to handle them. The majority of brokerage houses 
employ no accountants. The majority of the customers are 
forced to hire accountants and attorneys to search out the 
securities. The majority of the settlements were finally 
settled on a kind of Peter-to-pay-Paul idea, sort of an aver- 
age. We agreed that we would not employ accountants at 
a cost of $20 to $50 a day. We would assist the claimants 
in every way we could to file their claims; and in the filing 
of the claims of those 100 or more that did not agree with 
the books, Mr. Short and I met with those claimants and 
finally got all, I think, but a few, 7 or 8, to stipulate that 
the records were correct. 

Mr. KING. Mr. President, a parliamentary inquiry. 

The PRESIDING OFFICER. The Senator will state it. 

Mr. KING. We are sitting as a Court of Impeachment, 
a matter of very great importance. I do not want to sug- 
gest the absence of a quorum. I express the hope that 
more of the Members of the court may be in attendance. 

The PRESIDING OFFICER. The Chair hopes that that 
hope may bear fruit. Does the Senator from Utah wish to 
suggest the absence of a quorum? 

Mr. KING. No; I shall not do so. 

The PRESIDING OFFICER. The witness may proceed. 

The WITNESS (continuing). At the end of 10 months, 
working with a large crew of men, I had my report prepared 
to submit to the court and get the approval of the claim- 
ants. We filed that report and had lengthy sessions with 
the court, in which certain attorneys representing clients 
objected to our settlement. 

By Mr. LINFORTH: 

Q. Let me interrupt at this point to ask you with how 
many banks, brokers, or concerns did you find the stocks and 
securities of customers placed by the Russell-Colvin Co.?— 
A. There were 46 different pools, as we call them, in which 
we had to trace the securities of individuals. Some of those 
pools were very short, because a man, when he sells a secur- 
ity and does not deliver the security, is a pool. There were 
3 large brokerage concerns, about 13 banks, and the balance 
in various places of a smaller account. 

Q. Using the crew that you had and giving the matter 
your own attention with the aid of your counsel that you have 
suggested, how long did it take you before you were able to 
segregate and put in the proper class the six hundred and odd 
claims?—A. I would say 6 months, The first 3 months the 
claims were being filed and we started working out the debts 
of the individual accounts on securities to determine the 
equities. We carried on other forms of accounting pro- 
cedure to be ready when the claims were filed. After the 
claims were all filed, at the end of something like 90 days, 
we then had to take the claims and reconcile them with the 
record and meet with the customers and work out an agree- 
ment as to stipulations. I think that answers the question. 

Q. During these proceedings, who did you have as your 
bookkeeper?—A. Mr. Joe Zolinsky. 

Q. He had formerly been an auditor with Russell-Colvin 
Co.?—A. Yes. 

Q. Have you stated, not fully, but generally, the services 
that you rendered?—A. No. It is much longer than that. 
We had to appear in court and get approval of our settle- 
ment sheets with the customers. They were finally worked 
out so that accepting claimants were taken care of, and 
then we had to make effort with the representatives of the 
general creditors. We then had to make settlement; in 
other words, I made demand upon the men who owned the 
securities to come in and pay the balance due and I would 
deliver them their securities. A number of claimants, natu- 
rally, those who had no equity or those whose securities were 
below the amount owed against those securities, refused to 
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put up the money or take the securities. This forced me 
to sell the securities. I carried on this sale. Then I had 
to do my work all over again. This was simplified, natu- 
rally. This affected only, I would say, 70 or 80 accounts. 
There were a lot of fractional shares that had to go into that 
sale. Then I notified other customers what they owed. 
You see, I was collecting money from one customer that 
owed on securities and paying it to another customer whose 
securities had been sold to satisfy the superior lien and pay 
the money out. 

The second sale or third sale, you might say, that I had 
solved the problem, and we prepared a final settlement as 
to vhat we would pay the customers. This was about 18 
months after receivership started. The legal procedure had 
been gone through with. We had 90 days for appeal, and 
we paid out and delivered in securities $400,000 or $500,000. 

Q. In that connection, how much was paid out to the cus- 
tomers who had preferred claims?—A. I have not those 
figures, Mr. Linforth. You mean the general preferred 
creditors? 

Q. Those that had stocks that were fully paid up.—A. As 
I recall, there was around $375,000. 

Q. What percentage was that?—A. 100 percent. 

Q. Those that were in the marginal list, what percentage 
did they get? A. Pardon me if I mention this: We have 
three classes of preferred creditors, those who have fully 
paid securities, those who did not sign margin cards and 
had no agreement with Russell-Colvin to borrow more money 
than they were borrowing, so they received 100 percent. 
Then we had the salary claims, tax claims, and so forth, to 
satisfy 100 percent. The margin traders who signed a mar- 
gin card and who authorized Russell-Colvin to borrow more 
money than they were borrowing were paid, I think, around 
50 percent. 

Q. And the general creditors received what?—A. To date? 

Q. Yes.—A. 28 percent. 

Q. How much have you still and what, in your judgment, 
will it pay in percentage to the general creditors?—-A. May 
I inject just a statement there? The margin traders who 
received about 50 percent out of the pool becam2 general 
creditors for the balance of their accounts. This increased 
the general-creditor item from $152,000 to $500,000. This 
is all due to the Russell-Colvin Co. overborrowing on those 
securities. They also received 28 percent. The margin cred- 
itors received 50 percent and an additional 28 percent on 
the 50 percent. 

Francis Brown had a company subsidiary in which he 
was a director called the “ Continental Investment.” This 
stock was wholly owned by Russell-Colvin. Over 2 years 
ago he liquidated that company, and there was in that com- 
pany $5,000, in round figures, due from the sale I made in 
the Consolidated Box deal. Mr. Brown has not delivered 
that money to me yet. It is held up because of a fear that 
the income-tax people will make a claim against the direc- 
tors for some income tax. There have been long negotia- 
tions. I have written the collector of internal revenue and 
tried to get the thing settled. I have that $5,000 coming. 
I have $58,000 coming from the Anchorage deal. I think 
that is all. 

Q. How much in percentage will that pay to the general 
creditors?—A. It will pay another 12 percent as, if, and 
when collected. 

Q. Have you briefly but generally stated the services 
rendered by you as receiver?—A. Quite briefly. 

Q. Are you still acting as receiver?—A. I am. We have 
a great many bad accounts that we are trying to collect. 
Those accounts were turned over to the Retailers’ Credit 
Association. I want to mention this because I want every- 
one to understand that I was not in the position to know 
whether a person had assets or not. The Retailers’ Credit 
Association, representing, I think, 12,000 business firms, 
were in a position to know who had assets and who did not 
have assets; so we turned these accounts over to them to 
collect. We have already, though, filed suits against quite a 
few and have done everything we could to collect money 
where we could. We billed customers and made demand 
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for payments. The Retailers’ Credit Association and their 
attorney are carrying on the collection of those accounts 
and when they wish any information or appearance in court 
I have to go there. My time is now only nominal so far as 
the receivership is concerned. 

Q. What amount have you received in compensation for 
your services as receiver?—A. $40,500. 

Q. That is the full total amount you have received?— 
A. That is the total amount. 

Q. Did Judge Louderback receive one cent of that?—A. 
Not one cent. 

Q. Did Mr. Short or anyone else except yourself receive 
a cent of it? -A. Not one cent. 

Mr. LINFORTH. You may take the witness. 

Cross-examination by Mr. Manager BROWNING: 

Q. Mr. Hunter, what was the first position you held?—A. 
I was manager of the bank in Bisbee, Ariz. 

Q. What was your salary?—A.I think it was $175 a 
month. 

Q. That much per month?—A. That much per month; 
but the arrangement—may I enlarge upon that? 

Q. Yes—A. But the arrangement with the man for whom 
I worked gave us a great deal of outside work. I was travel- 
ing for him from time to time, and I think my income ran 
three, four, or five hundred dollars—trips into Mexico and 
various properties that he owned. 

Q. What was the next position you held?—A.I had a 
position with the First National Bank of Berkeley. 

Q. What was your salary there?—A. I do not recall what 
the salary was. I think it was three or four hundred 
dollars. 

Q. What was the next position you held?—A. I was in- 
vited by Mr. Drum to become a vice president of the Mer- 
cantile Trust Co. I received, as I recall it, $1,000 a month 
and bonus. 

Q. What did it all amount to?—A. I do not know; we 
will say $12,000 a year. 

Q. What was the next position?—A. The next position I 
held I was with the Oakland Title & Trust Co., in charge of 
their investment company, making loans, appraising prop- 
erties, and so forth. 

Q. What was the salary?—A. If I remember correctly, 
$500. 

Q. Per month?—A. Per month. 

Q. What was the next position?—A. I took a receivership 
for the Security Bond & Finance Co. Then I went with the 
United 

Q. Just a moment. In that receivership you had a speci- 
fied salary that you received as receiver?—A. Yes. 

Q. What was that?—A. I do not know. I think it was 
around a thousand dollars a month. 

Q. Was it not $450 a month? Do you not recollect that? 
A. No; a thousand dollars a month, I am quite certain. 

Q. How long did it run?—A. It is still running. 

Q. Do you still receive a thousand dollars a month?—A. 
No; I have not received anything for 6 years. 

Q. How long did your salary go on at that rate?—A. It 
only lasted while the receivership was running. I think I 
operated 14 ranches and various items, and I think—I do not 
know; 8 or 10 months, maybe 12. 

Q. The assets gave out, did they?—A. They were not there, 
except the operation of the ranches, and getting crops, and 
so forth, off the ranches. 

Q. What was the next position you held?—A. I was with 
the United Bank & Trust Co. 

Q. What was your salary?—A. Five hundred dollars a 
month. 

Q. And the next position you held?—A. With the San 
Francisco Stock Exchange. 

Q. What was your salary there?—A. Seven hundred and 
fifty dollars a month. 

Q. From there you went to Cavalier?—A. I went to Cava- 
lier; yes, sir. 

Q. At what salary?—A. At $600 a month, with the invi- 
tation to become a partner. Mr. Cavalier, as all brokers, did 


make an enormous sum of money; and to become a partner 
in a firm like that meant quite a bit. 

Q. You did become a partner in William Cavalier?—A. I 
did not. 

Q. Did you not remain on the building committee of the 
stock exchange as a partner of this firm?—A. No; I did not, 
Mr. Browntnc. One of the committee resigned. Mr. 
Schwartz put me on that committee. I was on the build- 
ing committee, but I was not a partner of Cavalier at that 
time. The agreement—do you want me to give you the 
details? 

Q. You need not do that; but Mr. Schwartz did under- 
stand at that time that you were a partner of William Cava- 
lier, did he not?—A. I do not think so. I think he under- 
stood definitely that in 90 days I was to be considered and 
become a partner; but Mr. Cavalier did not want to make me 
a partner. 

Q. When did you go with Cavalier?—A. In June 1929, as 
I recall, 

Q. But you say you did not become a partner?—A. No; 
Mr. Cavalier did not want to put up the partnership papers 
at the end of 90 days. He had just joined the New York 
Stock Exchange and it is a very grueling examination, and 
he did not want to do it again; so he said, “ Please do not 
make me do that at this time.” At the end of the year the 
deal had changed. I was no longer to put up my capital 
and receive a salary, but all partners had agreed to have 
only a drawing account; so I decided that I did not want 
to become a partner, because I could see that my capital 
would not bring in a very large return; I would soon be 
eating up my capital. 

Q. What was your drawing account then, after that new 
arrangement was made?—A. I was on salary, as I recall— 
8600. 

Q. And at the time you were appointed receiver you were 
on that salary?—A. I was. 

Q. You were devoting your full time to Cavalier & Co. at 
that time?—A. Surely. 

Q. Cavalier & Co. had one of their partners as a member 
of the board of governors or directors of the stock ex- 
change?—A. I had forgotten that he was a director until 
I heard the testimony yesterday, but he must have been. 

Q. Mr. Hunter, you state, as I understand you, that the 
first you heard of the Russell-Colvin case was on the morn- 
ing of the 11th of March, when you talked to Mr. Strong 
about it out at the Federal building?—A. I did not remem- 
ber that he mentioned the case; but if he said he did, why, 
then, he did. 

Q. But you remember it now, do you not?—A. I do not 
remember that he mentioned the name of the Russell-Colvin 
Co. 

Q. But you so testified a few moments ago, did you not? 
A. I testified with that qualification. 

Q. Did you qualify it when you testified in chief here?—A. 
I thought I had. 

Q. You also talked to Mr. Lloyd Dinkelspiel about it that 
day, and asked him the question what he was out there for, 
and he told you?—A. I do not recall talking to Mr. Lloyd 
Dinkelspiel, but that is immaterial. If he said I did, he 
probably remembers it. I do not. 

Q. You testified before the committee when it was in San 
Francisco last September, I believe?—A. I did; yes. 

Q. I will ask you if this testimony was given at that 
time 

Mr. LINFORTH. What page? 

Mr. Manager BROWNING. On page 9 (reading): 

Q. When you asked him about jury duty did you say that you 
were available for a receivership?—A. No; I didn’t know there was 
a Russell-Colvin matter up at that time, as a matter of fact. 


By Mr. Manager BROWNING: 

Q. You gave that testimony?—A. Perhaps I had better 
mention whom I talked with. Iwas talking to Judge Louder- 
back, was I not, at that time? Is not that the conversation 
you have reference to? I do not recall the statement. 

Q. Yes.—A. It was Monday, the 10th, that I was impaneled 
as a juror. I talked to Judge Louderback that night. I do 
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not recall that I knew anything about the Russell-Colvin 
matter at that time. I think I read it in the papers prob- 
ably the next morning. 

Q. You are certain, now, that it was the 10th instead of 
the 11th that you talked to Judge Louderback?—A. Abso- 
lutely—absolutely. I remember it distinctly. 

Q. What has refreshed your memory since you testified in 
San Francisco about that?—A. What was my testimony in 
San Francisco? 

Q. That it was on the 10th or the 11th.— A. Well, is not 
that close enough? 

Q. No; not close enough for the purposes of this case.— 
A. I did not think at the time that it was necessarily ac- 
curate. If the question had been put to me, “ Was it on the 
10th or the 11th? ” I would have looked up my calendar and 
stated so. It was the night of the 10th that I talked to Judge 
Louderback. I remember it distinctly. I came in from the 
court, and Judge Louderback had stated on the stand that 
he regretted to force business men to do jury duty, and that 
if a man wished to get away and was not on duty, he would 
try to accommodate him, 

Q. I have not asked you about the conversation; but I am 
asking you now if it was on the 9th, the 10th, or the 11th?— 
A. The 10th—Monday, the 10th. 

Q. You have just stated that it was on the 9th or the 10th. 
Which one is accurate?—A. The 10th. 

Q. Why did you say it was the 9th or the 10th just a 
moment ago?—A. I do not recall that I made the statement 
that it was “ the 9th or the 10th.” 

Q. Or did you say “the night of the 10th”?—A. “The 
night of the 10th.” 

Q. I beg your pardon; I misunderstood you. 

The first one that approached you about this matter was 
Mr. Sam Leake?—A. It was. 

Q. Where was this?—A. In the lobby of the hotel. 

Q. He came to you about what time of day?—A. Late in 
the afternoon, when I came home from work, as I recall. 

Q. What was said between you and him in that conversa- 
tion?—A. All that was said was, he asked me if I could act in 
the Russell-Colvin matter if Mr. Strong could not. 

Q. That is all of the conversation?—A. No. He went on 
to tell me that the judge had told him that Mr. Strong had 
insisted upon having Heller, Ehrmann & McAuliffe as his 
attorneys, and that Judge Louderback felt that as long as 
Mr. Strong was auditor for the exchange and auditor for 
Russell-Colvin he should employ other counsel. He said 
that he had mentioned Short and Keyes & Erskine, as I 
recall. 

Q. Did he not tell you then that the trouble arose because 
he would not select Short as his attorney?—A. I do not 
think Mr. Leake gave me that specific reason. 

Q. Did you not understand from the conversation you had 
with him that that was the reason for his trouble with Mr. 
Strong?—A. No. I understood that Judge Louderback 
wanted him to select other attorneys than Heller, Ehrmann, 
McAuliffe & White. 

Q. You did not testify to that conversation when we asked 
you about it in San Francisco; did you, Mr. Hunter?—A. I 
do not think I was asked about it. 

Q. You do not think you were asked about it?—A. I do 
not think so; no. 

Q. You were asked what transpired between you and Mr. 
Leake at that time; were you not? 

Mr. LINFORTH. Just a moment. I submit that if 
counsel is to interrogate the witness about his testimony in 
San Francisco, the portion of it should be called to his atten- 
tion. That investigation took place last September; and I 
think it is only fair to the witness, if he is to be interrogated 
about it, that the portion they claim should be called to his 
attention. 

The PRESIDING OFFICER. The Chair is of opinion that 
counsel is well within the reasonable rule of cross-examina- 
tion so far and he may proceed. 

Mr. LINFORTH. Will the reporter read the question? 

The PRESIDING OFFICER. The question will be read. 


May 19 


The Official Reporter read the question, as follows: 

Q. You were asked what transpired between you and Mr. Leake 
at that time, were you not? 

The WITNESS. May I see the record? 

(The printed record was exhibited to the witness.) 

The PRESIDING OFFICER. Proceed, gentlemen. 

The WITNESS. Can you tell me where the item is that 
you refer to? 

By Mr. Manager BROWNING: 

Q. On page 7 and on page 9 you were questioned about 
what transpired in the conversation between you and Mr. 
Leake.—A. I do not find that reference there. Would it be 
possible for you to show it? 

Q. In any event, after Mr. Leake told you that Judge 
Louderback had submitted Mr. Short’s name to Mr. Strong 
and that there was difficulty between them over the selection 
of the attorney, what request, if any, did he make of you?— 
A. None at all. 

Q. What suggestion did he make to you?—A. The only 
statement he made was that Judge Louderback had told him 
that he had suggested certain attorneys, among them Short 
and Keyes & Erskine. 

Q. You have testified that he suggested Short, and now 
vou testify that he suggested certain attorneys, and among 
them Short. Which is correct?—A. I think he mentioned 
attorneys. 

Q. You think he did?—A. Yes. I am not certain about 
that. 

Q. You are not certain about it?—A. Because it would 
probably not impress me, and it would impress me with Mr. 
Short or the firm of Keyes & Erskine. 

Q. Did not Leake offer you the receivership at that time 
if you could take it?—-A. Yes; he did. He asked me if I 
could act; in other words, if I could get leave of absence 
from the firm of Cavalier & Co. 

Q. Did he suggest that you call up Cavalier?—A. No. I 
told him I would have to confer with Mr. Cavalier. 

Q. When did you confer with Cavalier about it?—A. The 
next noon. 

Q. You did not call him back the evening that he had 
mentioned this to you?—A. Yes; I did talk with Mr. Cava- 
lier that evening. 

Q. Did you call Mr. Leake back that evening and tell him 
that you would take it?—A. I did not. I did not tell Mr. 
Leake until the next afternoon, after 2 o’clock. 

Q. Did Mr. Cavalier have any hesitancy about it when you 
talked to him that evening?—A. Mr. Cavalier is rather deaf, 
and in talking over the telephone he could not hear very 
well. He said, Can't this wait until I come over tomor- 
row?” He said, “I will be over early, and we will discuss 
it”; and when he came over we did. 

Q. What time that evening did you talk with Mr. Cava- 
lier?—A. After dinner. I did not want to disturb him at 
dinner time. I think it was about 9 o’clock—8:30 to 9:30. 

Q. When did you see Mr, Leake again after he asked you 
if you would accept this position?—A. I do not know when 
Isaw him again. All I can remember is that I called him up 
the next afternoon. 

Q. Where did you call Cavalier from?—aA. A booth in the 
Fairmont Hotel. 

Q. As soon as Mr. Leake had spoken to you about it?— 
A. No; I waited until after dinner that evening. Mr. Leakes 
had spoken to me about 4 or 5 o’clock in the afternoon, as 
I recall it. 

Q. And then you talked to him again after dinner before 
you talked to Cavalier?—A. I do not recall; I may have. I 
do not recall. 

Q. Did you call Mr. Sidney Schwartz up that night?—A. I 
called Mr. Sidney Schwartz the afternoon of the 12th, as I 
recall it. I think I had told Mr. Leake that I would act, and 
I talked to Mr. Sidney Schwartz. 

Q. What time did you talk to Mr. Sidney Schwartz?—A. I 
do not know; sometime in the afternoon. 

Q. At what time did you get back to the hotel when Mr, 
Leake mentioned this to you?—A. On the 12th? I am mixed 
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up on my dates again. It was the 13th that I talked to Mr. 
Schwartz. Your question threw me off. It was the day that 
I qualified as receiver, which was the 13th. I talked to Mr. 
Schwartz on that afternoon. 

Q. What time in the afternoon?—A. Sometime after I 
came back from lunch, I assume around 2 o’clock, 2:30, 3 
o'clock. 

Q. What did you say to him at that time?—A. I said, 
“Mr. Schwartz, I have been asked to act as receiver in the 
Russell-Colyin matter. What do you think about it?” He 
said, “I would certainly take it.” 

Q. You did not ask him to recommend you?—A. I do not 
recall that I did. I heard his testimony the other day, and 
I am willing to grant that I may have talked, but I do not 
see why I should have asked him to recommend me when 
Judge Louderback had already asked me to serve. I do not 
think I needed any recommendation. 

Q. Did you need any advice as to whether you should take 
it?—A. I discussed it with Mr. Schwartz to see what his reac- 
tion was. I had worked for him, and I wanted to get his 
ideas. 

Q. Why did you call him?—A. Because I had been with 
him in the stock exchange. 

Q. In fact, the information that was essential with regard 
to this receivership was that which you had dealt with in 
connection with the stock exchange largely, was it not?— 
A. May I have that question? 

The Official Reporter read as follows: 

Q. In fact, the information that was essential with regard to this 
receivership was that which you had dealt with in connection with 
the stock exchange largely, was it not? 

The WITNESS. It was. 

By Mr. Manager BROWNING: 

Q. And the position required someone who was familiar 
with the working of the stock exchange?—A. There is some 
question but what that experience is of value, but I had 
already liquidated an investment house, Mr. Browning, 
which brought up a great many of these problems. 

Q. That, I understood, was just a few ranches.—A. No; 
there were pledges and repledges, but everything was doubly 
borrowed on. 

Q. Did you go to see Schwartz in person?—A. Not that 
afternoon. 

Q. When did you go to see him?—A. I saw him, I think, a 
day or two after that, probably on Montgomery Street. 

Q. Not in his office?—A. I do not recall going to see him 
in his office. I have been in his office many times, and I may 
have gone to see him, but I do remember seeing him on 
Montgomery Street. 

Q. Was that the next day after the telephone conversation 
with him?—A. I would not say that it was the next day, but 
it was the next day or two. 

Q. In your testimony in San Francisco you did not mention 
the fact that you had gone to Mr. Leake’s room on the night 
of the 13th to do your telephoning, did you?—A. I did not 
go there to do my telephoning. 

Q. I understood you to testify a few moments ago—— 
A. I did telephone from there. 

Q. What did you go there for?—A. I went there to tell 
him that I had been out to the court and qualified as 
receiver. 

Q. At that time you and he discussed the attorneyship, did 
you not?—A. No. 

Q. Did you call Short from there?—A. I did. 

Q. It was an out-of-town call?—A. It is. 

Q. At 471 Woodside?—A. I do not remember the call 
number. 

Q. Did you talk to Mr. Leake about any attorney there 
at all at that time?—A. No; except that I was going to call 
Mr. Short up and ask him to meet me the next morning. 

Q. You did not have any conversation with him before 
you told him what you were going to do?—A. You mean in 
regard to the attorneys? 

Q. Yes; with regard to the attorneys.— A. No. 


Q. The first time you talked to Short about employing 
him as counsel in the case was from Leake’s room?— 
A. Absolutely. 

Q. You were not in Leake’s room the night of the 11th 
of March?—A. I think not. I think that night of the 13th 
was the first time I was ever in Mr. Leake’s room, 

Q. You did not call Mr. Short from Mr. Leake’s room on 
the night of the 11th?—A. No; I only talked to Mr. Short 
once. 

Q. You employed Mr. Short as your counsel in this case? 
A. I employed what I thought was Keyes & Erskine. 

Q. I will read to you from your testimony on page 7, as 
given in San Francisco: 

Q. When did you make the selection of your attorney?— 
A. That night I called him up and asked him if he were willing to 
handle this case. 

Q. To act as your counsel?—A. To act as my counsel, and that 
I wanted to know if he would be there the next morning at 8:30. 

That is correct, is it? 

The WITNESS. That is substantially correct. 

Mr. LINFORTH. In order to be fair to the witness should 
not counsel read the next two questions on that page on 
the same subject? 

Mr. BROWNING. Mr. President, we propose to conduct 
the cross-examination in our own way. 

The PRESIDING OFFICER. Counsel will proceed, 

By Mr. BROWNING: 

Q. At that time, Mr. Hunter, you were friendly with Mr. 
Leake?—A. I would not say friendly; no. 

Q. How long had you known him?—A. I had known him 
in the hotel there for several years, he and his wife. 

Q. Did you ever loan him any money?—A. I never have. 
I thought he was a man that had money. I did not know, 
until the testimony was given there, that he was in hard 
straits. 

Q. Did he ever make any solicitation from you for contri- 
butions or loans?—A. None whatever. 

Q. After this receivership appointment, you did get very 
friendly with him, did you not?—A. I would discuss certain 
legal fights that we were having at that time; yes. We were 
having a great many legal fights over the Consolidated 
Paper Box. 

Q. Was Mr. Leake a lawyer?—A. No; he was not a lawyer. 

Q. What was his profession or occupation?—A. He has 
testified that he is a healer. 

Q. And you discussed with him, as a healer, the legal 
phases of your receivership. Is that right?—A. Oh, no; only 
casual conversations of what was going on in the receiver- 
ship. 

Q. Why do you confine it to the legal phases of the re- 
ceivership when you say that you discussed with Mr. Leake 
matters pertaining to it?—A. Because those fights that we 
had in the court were brought up in the papers. There were 
a great many articles appearing in the papers as I recall it. 

Q. To what fights do you refer?—A. With Mr. Blumberg, 
to deliver the securities in the Consolidated Box to Mr. 
Spiegelman. 

Q. That was not in court, was it?—A. It was certainly in 
court. 

Q. You mean that you had litigation over it in court?—A. 
No litigation, no; but I had sold the securities to Mr. Spiegel- 
man. Mr. Blumberg refused to let me go through with the 
deal. Do you mind if I go into detail? 

Q. I do not think it is necessary. We are not asking you 
for the details of that, but we will get to it in a moment.— 
A. All right. 

Q. I call your attention to your testimony at the bottom 
of page 8, in which the question was asked: 

Q. Are you very friendly? 

Referring to you and Mr. Leake. The answer was: 

A. We were not, up to the time I was appointed. Since then I 
have talked to him quite & little bit. 


The WITNESS. That is true, 
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Q. Was Mr. Leake interested in all these receivership 
matters?—A. Only as perhaps an old man who sits around 
the lobby with not a great deal to do. 

Q. Did you talk to him about anything else except these 
receiverships?—A. These receiverships? 

Q. Les; these matters in this receivership—aA. I think 
not. 

Q. You testified also about the Consolidated Box matter 
in San Francisco last September?—A. Yes. 

Q. From page 17 I read you this testimony which you 
gave: 

A. Consolidated Box was a merger of many paper box companies 
of this city. I looked it up the other day, and found the cost of 
those companies were very much understated, showing they had 
averaged about $500,000 for their profit. 

Q. Water?—A. Water—and sold as securities to the public. 

Q. Now, did you work out satisfactory arrangements with those 
people which were going concerns?—A. The partners, before the 
8 p was appointed, had sold the control of that company 
‘or $7,246, 

Q. And you, as receiver, what did you do with it, how much did 
you get for the estate?—A. I refused to go further with the sale. 
I worked up a sale with a man by the name of Spiegelman, and 
got him to make an offer. It represented something like $130,000, 
against the $7,200 that was the original sale. I felt this, that 
there was $85,000 in machinery that the original purchaser would 
not make an offer for, and there were almost $300,000 in bonds 
that I would never be able to sell, once I forced it into his deal. 
We worked up that deal, and I had great difficulty. The offer was 
made subject to the pledge of the purchaser to place four directors 
on the board. The directors that were on the board, and the 
president, would not get off, and I held Mr. Spiegelman to it, 
until I finally forced the deal with the president and all the 
directors that were on the board. 

Q. What is the net of the deal as against the first offer?—A. It 
netted the estate approximately $125,000 against $7,200. 

Q. You felt you earned your commission on that deal, didn't 
you?—A. I certainly did. 

Mr. Hunter, you knew at that time that this $7,200 only 
represented the stock itself, which was not voting power, 
and did not represent the assets of that concern, did you 
not?—A. Mr. Browning—— 

Q. I ask you to answer whether you did know at that 
time?—A. I never considered 

Mr. Manager BROWNING. Mr. President—— 

The WITNESS. The stock alone in this deal 

Mr. Manager BROWNING. Mr. President, I except to his 
reply, and ask that he answer that yes” or no.“ 

The PRESIDING OFFICER. He can answer “yes” or 
“no”, and then make any explanation he desires to make. 

The WITNESS. May the question be read? 

The Official Reporter read as follows: 

Q. Mr. Hunter, you knew at that time that this $7,200 only 
represented the stock itself, which was not voting power, and 
did not represent the assets of that concern, did you not? 


The WITNESS. Yes; that is true. 

By Mr. Manager BROWNING: 

Q. And yet you stated in that, that instead of $7,200, you 
received $130,000 for it?—-A. For the machinery and for the 
bonds which I detailed above, 

Q. But at that time you did not make the difference be- 
tween the two. You said that instead of $7,200, you re- 
ceived $130,000 for it, did you not?—A. I do not think the 
record is correct in that statement. 

Q. You do not think it is correct?—A. No; I do not think 
it is correct. I must have put in there—I qualified my re- 
mark in the beginning that the deal was for the control, 
that it did not include the machinery, which was worth 
$85,000, and it did not include the $300,000 bonds. 

Q. Do you say that the stenographer left that out of the 
original testimony?—A. I would say he did. He misunder- 
stood my testimony. 

Q. Is it your opinion that the report is not correct at that 
time?—A. The testimony as recorded is not correct. 

Q. But you at that time were undertaking to show to the 
committee that you made your salary in that transaction, 
were you not?—A. I certainly did. 

Q. You tried to leave that impression at that time?—A. 
Absolutely, and I think I did. 
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Mr. Manager BROWNING. Mr. President, I understood 
the Senate desired to suspend at 2 o'clock. I beg to ask if 
that is the program. 

The PRESIDING OFFICER. The Chair has no official 
information to that effect. 

RECESS 

Mr. KING. Mr. President, I think it is desired that the 
Senate, sitting as a Court of Impeachment, take a recess 
until 10 o’clock tomorrow morning in order that the Senate 
may proceed to the consideration of legislative business. 

Mr. McNARY. That is the understanding we had yester- 
day with the Senator from Arkansas, that at this hour we 
would take up the Glass banking bill, which is the unfinished 
business, and would return to legislative session. 

Mr. KING. In view of that understanding, I ask the 
managers representing the House and counsel representing 
the respondent, whether it would be agreeable for the Court 
of Impeachment to take a recess until 10 o’clock tomorrow 
morning? 

Mr. Manager BROWNING. That would be entirely satis- 
factory to us. 

Mr. KING. I, therefore, move that the Senate sitting as 
a Court of Impeachment take a recess until tomorrow 
morning at 10 o’clock. 

The motion was agreed to; and (at 2 o'clock pm.) the 
Senate sitting as a Court of Impeachment took a recess until 
tomorrow, Saturday, May 20, 1933, at 10 o’clock a.m. 


LEGISLATIVE SESSION 

The Senate, pursuant to the order for a recess enterea 

yesterday, resumed legislative session. 
CALL OF THE ROLL 

Mr. KING. I suggest the absence of a quorum. 

The PRESIDING OFFICER. The absence of a quorum 
being suggested, the clerk will call the roll. 

The legislative clerk called the roll, and the following 
Senators answered to their names: 


Adams Couzens Kendrick Robinson, Ark. 
Ashurst Cutting Keyes Robinson, Ind 
Austin Dale n Schall 
Bachman Dickinson La Follette Sheppard 
Bailey Dieterich Le Shipstead 
Bankhead Dill Smith 
Barbour Duffy Lonergan Steiwer 
Barkley Erickson Long Stephens 
Black Fess McAdoo Thomas, Okla. 
Bone Fletcher McCarran Thomas, Utah. 
Borah Frazier McGill Townsend 
Bratton George McKellar Trammell 
Brown Glass McNary Tydings 
Bulkley Goldsborough Metcalf Vandenberg 
Bulow re Murphy Van Nuys 
Byrd Hale Neely Wagner 
Capper Harrison Norris Walcott 
Caraway Hastings Nye Walsh 
Carey Hatfield Overton Wheeler 
Clark Hayden Patterson White 
Co Hebert Pittman 
Coolidge Johnson Pope 

Kean Reed 


The PRESIDING OFFICER. Eighty-nine Senators have 

answered to their names. A quorum is present. 
MESSAGE FROM THE HOUSE 

A message from the House of Representatives, by Mr. 
Haltigan, one of its clerks, announced that the House had 
passed, without amendment, the joint resolution (S.J.Res. 
50) designating May 22 as National Maritime Day. 

The message also announced that the House had insisted 
upon its amendments to the bill (S. 753) to confer the de- 
gree of bachelor of science upon graduates of the Naval 
Academy, disagreed to by the Senate, agreed to the con- 
ference asked by the Senate on the disagreeing votes of the 
two Houses thereon, and that Mr. Vinson of Georgia, Mr. 
Drewry, and Mr. BRITTEN were appointed managers on the 
part of the House at the conference. 

ENROLLED JOINT RESOLUTION SIGNED 

The message further announced that the Speaker had 
affixed his signature to the enrolled joint resolution (S.J. 
Res. 50) designating May 22 as National Maritime Day, and 
it was signed by the Vice President. 
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MESSAGES FROM THE PRESIDENT—APPROVAL OF BILLS AND JOINT 
RESOLUTION 
Messages in writing from the President of the United 
States were communicated to the Senate by Mr. Latta, one 
of his secretaries, who also announced that the President 
had approved and signed the following joint resolution and 
acts: 


On May 3, 1933: 

S. J Res. 13. Joint resolution authorizing the Attorney Gen- 
eral, with the concurrence of the Secretary of the Navy, to 
release claims of the United States upon certain assets of 
the Pan American Petroleum Co. and the Richfield Oil Co. 
of California and others in connection with collections upon 
a certain judgment in favor of the United States against 
the Pan American Petroleum Co. heretofore duly entered. 

On May 18, 1933: 

S. 7. An act providing for the suspension of annual assess- 
ment work on mining claims held by location in the United 
States and Alaska; and 

S. 1582. An act to amend section 1025 of the Revised 
Statutes of the United States. 

REGULATION OF BANKING 

The PRESIDING OFFICER. The Chair lays before the 
Senate the unfinished business. 

The Senate resumed the consideration of the bill (S. 1631) 
to provide for the safe and more effective use of the assets 
of Federal Reserve banks and of national banking associa- 
tions, to regulate interbank control, to prevent the undue 
diversion of funds into speculative operations, and for other 
purposes. 

Mr. GLASS. Mr. President, by agreement we are to pro- 
ceed with the consideration of Senate bill 1631, known as the 
“banking reform bill.” This bill, Mr. President, with cer- 
tain modifications is the bill which was presented at the last 
session of the Senate by an almost unanimous vote of the 
Banking and Currency Committee and which passed this 
body by a vote of 54 to 9. I apprehend that there is no 
great need for me to traverse the major provisions of that 
bill, which, I take it, are rather familiar to the Senate. 
Therefore, I shall confine myself today chiefly to a brief 
exposition of those major alterations in the bill which are 
of large importance to the banking community and to the 
country. 

There is one omission in Senate bill 1631 which appeared 
conspicuously in the bill passed by the Senate at the last 
session. The Senate will recall that we omitted the Secre- 
tary of the Treasury from membership on the Federal Re- 
serve Board. The reasons then given for that action may 
be in a few sentences repeated today. The Federal Reserve 
Banking System was set up for the purpose of responding to 
the business, industrial, and agricultural requirements of 
this country. It is owned exclusively by the member banks, 
frequently spoken of as the “stock-holding banks.” In 
short, the individual banks of the Federal Reserve System 
own the 12 Federal Reserve banks in substantially the same 
sense that the stockholders own the individual banks. 

It was never intended that the Federal Reserve Banking 
System should be used as an adjunct of the Treasury De- 
partment, and particularly was it never contemplated that 
it should be so used to such an extent as recently has 
been done as very materially to curtail the abilities of the 
Federal Reserve banks to serve the business interests of the 
country. There has not been a bond issue floated by the 
Government of the United States since the beginning of the 
World War up to within 2 weeks ago that was not floated 
through the agencies of the Federal Reserve Banking Sys- 
tem. Of that the friends of the System do not complain, 
because its agencies were so widespread and complete that 
it would have been difficult to float a Federal bond issue 
without the immediate and active assistance of the Fed- 
eral Reserve Banking System. But in latter years the Federal 
Reserve banks notably and the member banks of the Sys- 
tem substantively have been compelled to subscribe to 
the issues of United States bonds. I say “compelled” in 
the sense that it was regarded as dangerous for a member 
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bank or for a Federal Reserve bank to decline to take its 
allotment of Federal Reserve securities, whether long-time 
bonds or Treasury notes, as apportioned by the Secretary of 
the Treasury. 

I think I speak accurately and advisedly when I say that 
no issue of Federal Reserve securities for 2 years has been 
placed with private industries or estates. The major part 
of those issues has been taken by the Federal Reserve banks 
or the member banks. That largely means in time of stress 
that these banks just in that measure are disqualified from 
responding generously and liberally to the requirements of 
commerce, industry, and agriculture. 

That has largely been done, your committee think, 
through the dominating influence of the Secretary of the 
Treasury as a member of the Federal Reserve Board. I 
know from actual experience and intimate observation that 
the Secretary of the Treasury does exercise a dominating 
influence in that Board. The distinguished junior Senator 
from California [Mr. McApoo] knows that, because he was 
once Secretary of the Treasury. I know it because I was 
once Secretary of the Treasury. But he was there and I 
was there in times of great stress. He was there during the 
war, and I was there in the post-war period when the prob- 
lems were not less grave than during the war. It was essen- 
tial, it was imperative, that the Federal Reserve Banking 
System should coordinate its activities with the activities of 
the Treasury Department. The life of the Nation depended 
upon it. But that is not so 15 years after the war termi- 
nated. The Federal Reserve Banking System should not 
have been made the foot mat cf the Treasury Department 
in all those years. 

That statement of the reasons why we eliminated the 
Secretary of the Treasury from the Board in the bill passed 
by the Senate 54 to 9 will cause Senators to wonder why 
we did not persist in that action, as we have not done it in 
S. 1631. It was the unanimous judgment of your subcom- 
mittee that that official should be eliminated. We had not 
one single dissent from that view in the general committee. 
That provision of the previous bill is not included in this 
bill only by reason of the fact that the Secretary of the 
Treasury seemed to regard it as a personal affront to him 
and as a curtailment of his power which ought not to be 
made at this particular time. Therefore, we have omitted 
that provision of the bill. There may be a proposal to 
restore it, in which event I could not conscientiously oppose. 

The main purpose of the bill as passed by the Senate last 
spring, as Senators will recall, was to prevent, under 
penalty, the use of Federal Reserve banking facilities for 
stock-gambling purposes. I use that term in its harshest 
sense, realizing that it touches the sensibilities of a great 
many people who persist in calling it “stock-investment 
purposes.” But it is not stock-investment purposes because 
no man ever yet invested his money and found it necessary 
to keep his ear to the ticker to find out what was going to 
be the price of stocks the next hour or day or week or 
month. It is nothing in the world but pure gambling just 
as much as that at Monte Carlo. The New York Times, 
priding itself as an organ of the interests, or a spokesman of 
the interests, stated that 90 percent of the activities of the 
stock exchange in 1928 and 1929 consisted just as much in 
gambling as betting on the arrow of the roulette table. The 
bill as passed by the Senate undertook, under moderate 
penalty, but I think effective penalty, to put a stop to that 
sort of thing, and so does this bill. 

The bill as passed by the Senate last spring required the 
separation of investment affiliates from member banks of 
the Federal Reserve Banking System, investment affiliates 
that were the largest contributors, next to the gambling on 
the stock exchange, to the disaster which was precipitated 
upon the country in 1929. They never had a day of legal 
existence. It will be recalled that I resurrected here from 
a 20 years’ sleep the opinion of Solicitor General Lehman, 
one of the greatest lawyers who ever honored that position, 
pointing out to the Attorney General and to the Presi- 
dent with the approval of the Attorney General that they 
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had no legal existence and ought not to be continued in 
operation. That opinion in a mysterious way lay disre- 
garded in some official archive and was only resurrected by 
me at the last session of the Senate. We include that pro- 
vision in the bill. 

Another important provision of the bill last spring re- 
lated to a separation, in a sense, perhaps I should more 
properly say a moderation, of the practice of commercial 
banks underwriting investment securities. 

Mr. NORRIS. Mr. President—— 

The PRESIDING OFFICER (Mr. McKeLLAR in the chair). 
Does the Senator from Virginia yield to the Senator from 
Nebraska? 

Mr. GLASS. I yield. 

Mr. NORRIS. Before the Senator leaves the question of 
affiliates, unless he expects to return to it, I should like to 
ask him a question in regard to it. 

Mr. GLASS. Yes; I should be glad to have the Senator 
do so. 

Mr. NORRIS. Under the present bill, how much time is 
allowed for the separation of affiliates from the banks? 

Mr. GLASS. The Senator will recall that in the previous 
bill, yielding somewhat to the persistent and pestiferous 
activities of lobbyists, we permitted 5 years for the separa- 
tion. In this bill we permit only 2 years, and some of us 
think that 1 year is ample. 

Mr. NORRIS. That brings me to the question that I want 
to ask the Senator. Why is not 1 year long enough? It 
seems to me even that is too long. I cannot understand why 
they should be given a longer time. There may be some 
reason for it. I remember the discussion that took place 
last year. I was sorry that the Senator yielded. 

Mr. GLASS. The Senator can get that answer only from 
those lobbyists who sought to wreck the bank bill at the last 
session of Congress by pretending to be hostile to a pro- 
vision that had no relation to the affiliates. 

Mr. ROBINSON of Arkansas. Mr. President, will the 
Senator yield? 

Mr. GLASS. Certainly. 

Mr. ROBINSON of Arkansas. Is it true that some of 
those institutions which opposed the 3-year limitation for 
the separation of affiliates from the parent institution sub- 
sequently took steps to bring about the separation of their 
own initiative? 

Mr. GLASS. Several of them have separated from their 
affiliates. Right on that point, while it comes to my mind, 
I will say to the Senator from Arkansas, in verification of 
my prediction last spring that if there were profits in that 
business there would be no trouble in organizing separate 
and exclusive investment banks, that I note from the New 
York papers of day before yesterday that the Chase National 
Bank, having discarded its affiliates, many of the capitalists 
which had been associated with the activities of the affiliates 
immediately proposed to organize a separate investment 
house; and that will be so if this bank bill is passed. 

Mr. NORRIS. Mr. President, the Senator mentions the 
Chase National Bank, and the separation of its affiliates. 
As I remember, getting my information from the newspapers, 
they required no time whatever. I wish the Senator would 
discuss that proposition. What is the reason given for time 
to separate an affiliate from the parent bank? The Chase 
National Bank, as I understand, did it without any time 
whatever. 

Mr. GLASS. The only reason given the Banking and Cur- 
rency Committee, both publicly and privately—and very 
persistently privately—was that it would require that length 
of time to readjust their affairs. I do not think that is so. 
The fact that the Chase National Bank—the largest com- 
mercial bank in the world, I think—has discarded its affili- 
ate, indicates that it does not require that length of time. 
We have modified that provision of the bill, however, chang- 
ing it from 5 years to 2 years, rather with the expectation, if 
not the confident hope, that the other branch of Congress 
or the Senate may reduce it to 1 year. But these affiliates, 
I repeat, were the most unscrupulous contributors, next to 
the debauch of the New York Stock Exchange, to the finan- 
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cial catastrophe which visited this country and was mainly 
responsible for the depression under which we have been 
suffering since. They ought to be separated, and they ought 
speedily to be separated, from the parent banks; and in 
this bill we have done that. 

There was another more or less important provision of 
the bill passed last spring which is retained in text in this 
bill, relating to branch banking. It will be recalled that, as 
reported from your Banking and Currency Committee, the 
provision authorized national banks to engage in branch 
banking in the respective States, regardless of State law. 
The Senate so amended that provision as to authorize na- 
tional banks to engage in branch banking in those States 
which by law permit branch banking to State banks. It 
went even farther under the amendment of the distin- 
guished Senator from New Mexico, and required that the 
establishment of branch banks by national banks in States 
which by law permit branch banking should be under the 
regulations required by State law of State banks. 

How any fair person may properly object to a provision of 
that sort, Ido not understand. We here in the Congress cre- 
ated the national banking system in the emergency of the 
Civil War. We here restrict it and regulate it. We here 
legislate for the national banking system; and why any- 
body should object to putting national banks on a plane 
of competitive equality with State banks in the respective 
States we have been unable to understand. Therefore, we 
have included that provision in this bill just as it passed 
the Senate. 

There was an exceedingly important and, we thought, an 
imperative provision of the bill passed last spring, known 
as the “ liquidating provision ”, creating a liquidating corpo- 
ration for the speedy settlement of the affairs of closed 
banks. Had that bill become law there would have been 
released hundreds of millions of dollars that were then, and 
are now, tied up in closed banks. We provided for quick 
receiverships, and for either the purchase of the assets of 
a closed bank or loans to receivers to facilitate and deter- 
mine the affairs of the banks, so that the depositors might 
receive their money. The bill did not become law, and there 
are still hundreds of millions of dollars—more than a billion 
dollars—tied up in closed banks. 

We have embraced in S. 1631 a part of that provision 
which authorizes quick receiverships and prompt liquidation 
of closed banks; but we have greatly elaborated that provi- 
sion of the bill, and the elaboration occupies about 34 pages 
of this bill, running from page 16 to page 48. We have 
elaborated it by providing for the insurance of deposits in 
the member banks of the System. Just as in the provision 
relating to the liquidating corporation in the last bill, we set 
up a capital structure of approximately a half-billion dol- 
lars, derived in part from a subscription of $150,000,000 from 
the Federal Treasury, which some of us wanted to regard as 
a recapture of funds which we did not think ever should 
have gone to the Federal Treasury from the earnings of 
the Federal Reserve banks; but the Senate modified that 
provision so as to require that it should be a subscription 
to the stock of this liquidating corporation, and we have 
so regarded it in the structure here. 

We take about $175,000,000 from the surplus fund of the 
Federal Reserve banks. That, of course, encountered some 
remonstrance from the Federal Reserve authorities, with 
which, I must confess, I have little patience; for a banking 
system that could choke itself up with nearly $2,000,000,000 
of United States securities, not one dollar of which it had 
any use for, could well afford to subscribe to a capital struc- 
ture of this kind in order to insure the quick liquidation of 
closed banks, and in order, as under this bill, further to 
insure the deposits in member banks of the System. 

Then it is computed that we will provide another $175,- 
000,000 by an assessment of one half of 1 percent upon the 
demand and time deposits of the member banks of the Sys- 
tem. Of course, that encountered remonstrance. In the 
32 years that I have been dealing with banking matters I 
have dealt chiefly with remonstrances, and particularly 
from bankers. I think that is a fair assessment. The Sen- 
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ate should distinguish it from the proposed guaranty by 
the Government of bank deposits, because it is not that at 
all. It is merely an insurance of deposits, I think framed 
in a very cautious and effective way. 

Mr. COSTIGAN. Mr. President, will the Senator yield? 

The PRESIDING OFFICER. Does the Senator from Vir- 
ginia yield to the Senator from Colorado? 

Mr. GLASS. I yield to the Senator. 

Mr. COSTIGAN. It was my misfortune, for unavoidable 
reasons, not to be in attendance on the Banking and Cur- 
rency Committee when the sections now being discussed 
were under consideration. I rise, therefore, to request in- 
formation. 

I have before me an editorial of the Philadelphia Record 
of May 15 of this year, in which the following sentence 
appears: 

The Glass Bill would limit the guaranty to members of the 


Federal Reserve System, and would undoubtedly result in the 
closing of all nonmember banks. 


Will the Senator from Virginia, at the appropriate place 
in his remarks, be good enough to comment on that state- 
ment? 

Mr. GLASS. No place could be more appropriate than 
this. In answer to the Senator’s question, I will say that it 
simply is not true. 

Mr. KING. That is not a comment. It is a denial. 

Mr. GLASS. The comment will follow the denial. 

The Senator will note, on page 22 of the bill, subsection 
(f), as follows: 

(f) Any State bank or trust company which has applied for 
membership in the Federal Reserve System or for conversion into 
a national banking association may, with the consent of the Cor- 
poration, obtain the benefits of this section, pending action on 
such application, by subscribing and paying for the same amount 
of stock of the Corporation as it would be required to subscribe 
and pay for upon becoming a member bank. Thereupon the pro- 
visons of this section applicable to member banks shall be appli- 
cable to such State bank or trust company to the same extent as 
if it were already a member bank: Provided, That if the applica- 
tion of such State bank or trust company for membership in the 
Federal Reserve System or for conversion into a national 
association be approved and it shall not complete its membership 
in the Federal Reserve System or its conversion into a national 
banking association within a reasonable time, or if such applica- 
tion shall be disapproved, then the amount paid by such bank or 
trust company on account of its subscription to the capital stock 
of the Corporation shall be repaid to it and it shall no longer be 
subject to the provisions or entitled to the privileges of this 
section. 

Mr. COUZENS. Mr. President, will the Senator yield at 
that point? 

Mr. GLASS. I yield. 

Mr. COUZENS. I was going to ask what the effect would 
be upon the community or the bank itself should an appli- 
cation be denied? The application would have to be ap- 
proved, of course, by the Federal Reserve System. 

Mr. GLASS. Very likely the effect would be disastrous to 
that particular bank. But if a bank of that description 
should be permitted to continue in business, and to receive 
deposits of innocent people, what would be the effect upon 
the community when inevitably it would fail? 

Mr. COUZENS. Does the Senator ask me that question? 

Mr. GLASS. Yes. 

Mr. COUZENS. The answer to that question is that the 
bank should not have been operating at the time the appli- 
cation was made, because the application and rejection 
thereafter has a worse effect than if no application had been 
made or if the bank had been closed under normal condi- 
tions. 

Mr. GLASS. But the Congress cannot control that situ- 
ation. Congress cannot control the operation of State banks. 
Certainly the Senator would not want to take the funds of 
the Federal Reserve Banking System and guarantee the 
deposits of nonmember banks without such an examination 
as is required for membership in the Federal Reserve Bank- 
ing System. 

Mr. COUZENS. The Senator is quite right, but I raise 
the question whether or not it is advisable to permit even a 
temporary guaranty during the examination, but should we 
not rather require the examination before the application is 
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made? In other words there is an interim between the ap- 
plication and the rejection which I think is a dangerous 
period. 

Mr. GLASS. How would we proceed to make an examina- 
tion of a State bank which does not apply for membership 
in the Federal Reserve System? We have no authority to 
do that whatsoever. 

Mr. COUZENS. I quite agree, but a reading of the sec- 
tion clearly indicates that there is an interim between the 
time of the application and the decision when the public 
has a right to assume that the deposits are guaranteed. 

Mr. GLASS. That is also so in the ordinary process of 
applying for and either granting or rejecting applications 
for membership in the Federal Reserve Banking System. 
The Federal Reserve authorities could not know what banks 
to examine unless they should apply for membership. 

Mr. COUZENS. If the Senator will yield further, I may 
point out that the average depositor is not much concerned 
about whether a bank is a member of the Federal Reserve 
System or not, but I submit that the depositor is very much 
concerned about whether his deposits are guaranteed, and 
I submit that language in the measure provides for a period 
when the depositor believes that his deposits are guaranteed, 
and afterwards upon examination by the Federal Reserve 
System he finds they are not guaranteed, which makes the 
system worse confounded. 

Mr. GLASS. Mr. President, I think a great service will 
have been done to the business community if a bank is in 
such bad shape that, after being put upon a year’s notice or 
preparation, it applies for membership in the Federal Reserve 
System, and it is in such a rotten shape that it cannot come 
into the System. I think it ought to be closed up. 

Mr. NORRIS. Mr. President, will the Senator yield? 

Mr. GLASS. I yield. 

Mr. NORRIS. What would be wrong in providing by law 
that the deposits in this State bank which applies for mem- 
bership should not be guaranteed, or insured, rather, by the 
corporation until after they had been admitted; and let the 
action of admitting them or rejecting them follow the ex- 
amination, rather than to have them included arbitrarily 
under this insurance? : 

Mr. GLASS. There would not be anything on earth 
wrong about it. It is a sound suggestion, and I would vote 
for that without the slightest hesitation. We provided it 
this way because so many bankers—I would not say so many 
bankers, but so many politicians—insisted. 

Mr. NORRIS. Mr. President, I cannot understand why 
a bank applying for membership should by its application be 
entitled to the benefit of this insurance fund, when banks 
which are in, which have been examined and admitted, 
would, in case of the failure of a weak bank or a bank that 
was corrupt, or something of that kind, see the money con- 
tributed by them going to make up the losses. 

Mr. GLASS. Those who are insistent upon this provision 
would answer the Senate in this way: They would say that 
any bank that remained for any length of time from under 
the protection of this provision by applying for membership 
in the Federal Reserve System would lose all of its deposits. 

Mr. NORRIS. That would be true in either case, if that 
reason is good, which I would not want to agree to a hundred 
percent. Assuming there is a bank which it might be 
known in advance it was not going to get into the System, 
a bank with which there was something wrong, which was 
insolvent, as a matter of fact, why should that bank, by 
simply making an application, get the benefit of this insur- 
ance fund and thus pay its liabilities out of a fund set up 
for honest banking? 

Mr. GLASS. I proceed with the answer of those who 
advocate particularly this provision of the bill. 

Mr. COUZENS and Mr. McADOO rose. 

Mr. GLASS. Let me answer one Senator. 

Mr. COUZENS. I did not ask the Senator to yield yet. 

The PRESIDING OFFICER. Does the Senator from Vir- 
ginia yield, and if so to whom? 

Mr. GLASS. Just let me answer the Senator from Ne- 
braska. There are thousands of sound State banks which 


we think would apply immediately for membership in the 
Federal Reserve Banking System, and that would not in- 
volve any separation from their charter rights as a State 
institution. There has been some nonsensical talk about 
our trying to destroy the State banking system, which is not 
true. There are thousands of sound State banks which 
would want to apply immediately for membership in the 
Federal Reserve Banking System. They could not come in 
without examination and attestation, which would take a 
considerable period of time. Some have estimated it as 6 
months, some have estimated it as long as a year, to make 
these examinations and attestations. The answer of the 
proponents of this proposition is that those sound, solvent 
State banks, desirable as members of the Federal Reserve 
System, or desiring to become members of the Federal Re- 
serve System, ought not to have their deposits jeopardized 
in the interim. 

Now I yield to the Senator from Michigan. 

Mr. COUZENS. I was going to ask the Senator, then, as 
long as this insurance is to be postponed for some 13 months 
or more, is there any reason why these sound State banks 
should not get under cover before July 1, 1934? 

Mr. GLASS. None in the world, in my view of it. 

Mr. COUZENS. Then we ought to change that provision 
in the measure, making that effective, rather than giving 
this interim between the application and the examination 
and admittance. 

Mr. GLASS. My own judgment is that it would require 
that length of time, not to prepare these sound, solvent State 
banks, but it would require that length of time for many 
weak banks which could not now become members of the 
Federal Reserve Banking System, to so alter their establish- 
ments as that they could eventually become members of the 
Federal Reserve Banking System and come under the pro- 
visions of this insurance. 

I think I violate no confidence when I say that the Presi- 
dent who, at the beginning, was very much opposed to any 
insurance of bank deposits at all, very earnestly advocated 
that provision of the bill, and I do not think I reveal any 
secret in saying that the Secretary of the Treasury, who 
was and is utterly opposed to any insurance of deposits, was 
very insistent upon that provision. I must repeat that my 
own judgment is that there should be that lapse of time to 
give these weaker banks, not only the weaker State banks 
but the weaker member banks of the Federal Reserve Bank- 
ing System, an opportunity to prepare to avail themselves 
of this insurance clause of the bill. 

Mr. KING. Mr. President, will the Senator yield? 

Mr. GLASS. I yield. 

Mr. KING. Before the Senator leaves the insurance fea- 
tures of the bill, I hope he will be tolerant of some of us who 
have not had the opportunity of becoming fully acquainted 
with the bill—speaking for myself, anyway—if a question is 
asked which may not be very intelligent. 

Mr. GLASS. I have boasted recently of being the most 
tolerant Member of the Senate. 

Mr. KING. I had that in mind when I made the ob- 
servation. I ask the Senator if there is not rather a 
shadowy difference between this insurance provision, so 
denominated, in the bill and the Oklahoma provision when 
they had the guaranty banking system. Here it is called 
“insurance ”; there it was called a guaranty.” But from 
my very hasty examination of the bill—I have had only a few 
moments to examine this provision—it seems to me that the 
strong banks, the sound banks, are to carry the weak banks. 
If a fund were put up which would be available, and when 
exhausted that ended it, and no further liabilities would 
attach to the solvent and sound and well-managed banks 
so that they would not be called upon for assessments to 
handle the weak banks, it seems to me that there would 
be perhaps more reason for this provision. Yet I am 
very anxious to get the Senator’s views. 

Mr. GLASS. Is it not a fact that in matters of life in- 
surance the strong and healthy men carry those who die? 
I think they do. 

Mr. KING. May I say that, of course, in life we all die, 
but the presumption is that all bankers do not die, par- 
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ticularly as we give immortality to the Federal Reserve 
banks by changing the time when their charters were to ex- 
pire and give them an eternal charter. 

Mr. GLASS. We not only have not given immortality 
to the Federal Reserve banks, but I took occasion to tell 
the Secretary of the Treasury the other day that if they 
pursue present policies much longer they will literally wreck 
the Federal Reserve System; that Woodrow Wilson in his- 
tory will enjoy the distinction of having set up a banking 
system that fought the war for us and saved the Nation 
in the post-war period, and if they keep on making a 
doormat of it this Congress will enjoy the distinction of 
having wrecked it. 

Mr. KING. I agree with what the Senator says in his 
criticism of the administration of the Federal Reserve Sys- 
tem, but what I had reference to when I spoke about immor- 
tality was the fact that we had repealed the old provision 
with respect to their charter and made them an immortal 
corporation. 

Mr. GLASS. That is not any advantage particularly to 
the corporation and certainly no disadvantage to the Con- 
gress of the United States, because it is textually provided 
in the law that Congress may at any time amend, modify, or 
repeal the act. 

Mr. KING. Mr. President, will the Senator yield to me 
further? 

Mr. GLASS. Yes. 

Mr. KING. I agree entirely with the Senator; but I 
alluded to immortality in order to show that there was a 
distinction between individuals who do die and banks, which 
are presumed, if they are managed properly, to have a very 
long duration of life. 

Mr. GLASS. Let me say to the Senator that this is not a 
provision altogether for the weak banks; not by any means. 
It is an insurance to the entire banking community of the 
United States, because when weak banks begin to topple 
there takes place a disastrous psychology in the whole coun- 
try that precipitates runs on strong banks that break them 
down. l 

Moreover, it has been suggested, right on this line, that 
this thing of strong banks having to stand for weak banks 
will lead to loose banking. On the contrary, in my opinion it 
will lead to the severest espionage upon the rotten banks of 
this country that we have ever had, because for the last 12 
or 14 years we have not had any espionage upon them. 
What a spectacle is presented when the Comptroller of the 
Currency, under oath and obligation to enforce the law of 
inspection, of examination, comes before the Senate Bank- 
ing and Currency Committee and tells us that if he had 
enforced the law, as was done now nearly 2 years ago, he 
would have closed half of the national banks in the United 
States. What does that mean? It is not an implication; 
it is an unavoidable and ascertainable fact. It means the 
Comptroller’s office has not done its duty—its sworn duty— 
and has permitted this great number of banks to engage 
in irregular and illicit practices, with the result that they 
have endangered the whole banking community, and not 
only the whole banking community but have pretty nearly 
paralyzed the whole business community of this country. 

If the Senator from Utah is a strong banker in Salt Lake 
City and I am a weak banker, engaging in illicit and irregu- 
lar practices, and the Senator from Utah knows that he has 
got to bear a part of the burden of my irregular banking, he 
is going to report me to the Comptroller of the Currency and 
is going to insist that his examiners come there and do their 
duty; so that, so far from leading to loose banking, in my 
judgment, this proposition, if enacted, is going to lead to 
better banking. 

Mr. McADOO. Mr. President. 

The PRESIDING OFFICER. Does the Senator from Vir- 
ginia yield to the Senator from California? 

Mr. GLASS. I yield. 

Mr. McADOO. May I suggest to my distinguished col- 
league from Virginia that there has been no insurance of 
bank deposits in this country ever, and if there has been 
loose banking or objectionable banking in the United States 
during the past 10 years without insurance, then can we not 
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expect that we may have better and improved conditions if 
we alter the system to this extent? 

Mr. GLASS. I think that better banking is inevitable if 
we provide this insurance. 

I am not standing here as an advocate. For 35 years in 
the other House, and up to this time in the Senate, I have 
opposed guaranteeing deposits, but this is not a Government 
guaranty of deposits. The Government is only initially in- 
volved to the extent of $150,000,000, to which it was never 
entitled except by law. It never earned a dollar of it. The 
Federal Reserve Banking System does nearly a million and a 
half dollars worth of free work for the Treasury Department 
for which it does not receive a thrip; and that does not in- 
clude any contributions to the great buildings they have had 
to construct or to the overhead charges necessitated by the 
construction of those buildings. The Government is only 
involved in an initial subscription to the capital of a corpo- 
ration that we think will pay a dividend to the Government 
on its investment. It is not a Government guaranty. 

Mr. COUZENS. Mr. President, will the Senator yield? 

The PRESIDING OFFICER. Does the Senator from 
Virginia yield to the Senator from Michigan? 

Mr. GLASS. I yield. 

Mr. COUZENS. Will the Senator explain at that point 
that this insurance plan is not to be operated by the 
Government? 

Mr. GLASS. No. It is to be operated by the Federal 
Reserve Banking System with no additional overhead charge. 

Mr. COUZENS. That is the point I want to make plain, 
because there is a real and genuine difference between the 
operation of this insurance fund by the Government and by 
a private organization, known as the Federal Reserve System. 

Mr. GLASS. A private organization in a large sense, and 
yet an organization that ought to be under the strict super- 
vision of an altruistic Federal Reserve Board; and I say 
“ought to be” advisedly. 

Mr. KING. Mr. President, will the Senator permit 
another inquiry? 

The PRESIDING OFFICER. Does the Senator from 
Virginia yield further to the Senator from Utah? 

Mr. GLASS. I yield to the Senator. 

Mr. KING. In view of the question last propounded by 
the Senator from Michigan [Mr. Couzens], I want to inquire 
of the Senator—and I apologize again for not having care- 
fully read the bill—whether there is any language in this 
provision from which private persons may justly derive the 
impression that the Government is backing deposits in any 
way? 

Mr. GLASS. There is no language in the bill that ought 
to cause any man of ordinary intelligence to think that the 
Government has anything further to do with it than its 
initial subscription of $150,000,000, which members of the 
committee regard as a recapture fund, something like the 
railroad funds that are not going to be recaptured. 

Mr. KING. That question in part is prompted by rea- 
son of the fact that I have received, perhaps, hundreds of 
letters from persons who have invested in bonds issued by 
joint-stock land banks, and they insist that there is a moral, 
if not a legal, obligation upon the part of the Government 
to make good mistakes and defaults and delinquencies of 
those banks. I would not want anything to appear in the 
language of this provision from which it might be inferred 
that there was any Federal guaranty. 

Mr. GLASS. No; the Government does not guarantee 
anything and the Government does not operate it; it is 
operated without cost within the Federal Reserve System. 

Mr. ROBINSON of Arkansas. Mr. President, will the Sen- 
ator yield? 

The PRESIDING OFFICER, Does the Senator from Vir- 
ginia yield to the Senator from Arkansas? 

Mr. GLASS. I yield. 

Mr. ROBINSON of Arkansas. I thank the Senator. Of 
course the Government does not guarantee either Federal 
land-bank or joint-stock land-bank bonds. The misappre- 
hension to which the Senator from Utah has referred arises 
out of the fact that in connection with the tax-exempt pro- 
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vision in the land-bank bonds there is a declaration that 
the bonds are instrumentalities of the Federal Government. 
The framer of the act evidently thought that that would 
help to sustain the validity of the provision making the 
bonds tax-exempt; but the Government has never been 
liable under that provision. 

Mr. GLASS. Mr. President, there is another major modi- 
fication or addition to the Senate bill, in that we authorize 
mutual savings banks under certain regulations, clearly set 
forth in the bill, and what are known as “Morris Plan 
banks ” to become members of the Federal Reserve Banking 
System and to come under this insurance clause. 

Then another provision of the bill in which I should like 
to enlist the interest of the Senate particularly is a pro- 
hibition against the payment of interest on demand de- 
posits by commercial banks. There are various reasons for 
that, some of them I think compelling. The payment of 
interest on demand deposits has resulted for years and 
years in stripping the country banks of all their spare 
funds, which have been sent to the money centers for stock 
speculative purposes. When we adopted the Federal Reserve 
Act and rescued the reserve funds or trust funds of the na- 
tional banking system from the stock gamblers we had 
hoped that that would be a salutary lesson to all member 
banks of the system. We had hoped that they would be 
impressed by the fact that they were no longer in involun- 
tary servitude to their correspondent banks and that they 
would deal with the regional reserve banks rather than 
with the banks in the money centers. But we have been 
disappointed in that respect. Bankers all over the country 
in every State I venture to say—I speak definitely of my 
own State—have what they call a “standard rate of inter- 
est”, which is the limit of the law in the respective States; 
and they never depart from it, except in special cases and 
for large purposes. In other words, if the standard rate is 
6 percent, as it is in Virginia, one never finds a bank in 
days of prosperity and one never finds a member bank of 
the system that ever lends the merchant or the manufac- 
turer or an industry of any kind or the farmer at a less 
than a 6-percent discount rate. They give the foolish rea- 
son for that that if they ever once depart from the stand- 
ard rate they cannot get back. Well, they can get back, 
and they can get back for exactly the same reason which 
induced them to depart. If they have abundant funds and 
credits they can lower the rate of interest in order to stim- 
ulate business and industry and farming activities. 

If the demand is great and money is tight, they can go 
back to their standard rate just for the same reason or a 
like reason that actuated them in departing from it. But 
they do not do that. Bankers are the only people on earth 
that utterly disregard the law of supply and demand. They 
have their standard rates and stick to them, and would 
rather send their surplus funds to New York to be used for 
stock-gambling purposes at a wonderful rate of 2 percent, 
reduced now, I think, to 1% percent, than to loan to their 
merchants and business men at less than their standard 
rates. So that this payment of interest, particularly on 
bank-demand deposits, has resulted in drawing the funds 
from the country banks to the money centers for speculative 
purposes, to be polite about the matter. 

Mr. NORRIS. Mr. President—— 

The PRESIDING OFFICER. Does the Senator from Vir- 
ginia yield to the Senator from Nebraska? 

Mr. GLASS. I yield. 

Mr. NORRIS. Does the insurance provided for in the bill 
apply to time deposits the same as to demand or checking 
deposits? 

Mr. GLASS. Oh, yes; it applies to all deposits. 

We confide to the Federal Reserve Board authority which 
it does not now possess in this connection to regulate in- 
terest on time deposits in order to put a stop to the competi- 
tion between banks in payment of interest, which frequently 
induces banks to pay excessive interest on time deposits and 
has many times over again brought banks into serious 
trouble. But that is a matter purely for regulation of the 
Federal Reserve Board. 
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We made a modification in the Postal Savings bank law | is sort of a sanctified thing. We have that illustrated in 


under which practically a Postal Savings bank is not per- 
mitted to take a demand deposit. In other words, it has to 
be a time deposit. The deposit has to stay there for 60 
days, and it may not be drawn out in less time if interest is 
to be collected. 

We have embodied in the bill another rather controversial 
question. We did it in the original so-called “ Glass bill ” but 
we—I started to say we yielded to the importunities of the 
lobbyists from New York, but we did not exactly do that. 
[Laughter.] We regarded the bill without that of so much 
importance as that we thought it should pass and become 
a law, and we feared if we should retain that provision it 
would encounter—in fact we knew because it had already 
encountered—the bitter hostility of large private banking 
institutions of the country. Here we prohibit the large 
private banks, whose chief business is an investment busi- 
ness, from receiving deposits. We separate them from the 
deposit banking business. 

Mr. ROBINSON of Arkansas. Mr. President—— 

The PRESIDING OFFICER. Does the Senator from Vir- 
ginia yield to the Senator from Arkansas? 

Mr. GLASS. Certainly. 

Mr. ROBINSON of Arkansas. That means if they wish to 
receive deposits they must have separate institutions for 
that purpose? 

Mr. GLASS. Yes. 

Mr. NORRIS. Mr. President, will the Senator yield? 

Mr. GLASS. I yield. 

Mr. NORRIS. What was the reason for changing the 
law in relation to deposits in Postal Savings banks to require 
the deposits to remain at least 60 days? Does the objection 
to the old law come from the Post Office Department, or 
the Government, or from the bankers? 

Mr. GLASS. It is conceived, inasmuch as we had a 
prohibition upon the payment of interest on demand de- 
posits by banks, that that would divert a considerable amount 
of funds from the commercial banks to the Postal Savings 
banks. It is proposed—in fact an amendment to the bill 
has already been printed, offered I believe by the junior 
Senator from Texas [Mr. Connatty]—to prohibit the pay- 
ment of interest by Postal Savings banks. There can be no 
doubt in the world, certainly there is none in my mind, that 
the Postal Savings System has largely undermined com- 
mercial banking. 

In putting restrictions upon commercial banks from un- 
derwriting and engaging in industrial business and in order 
to meet the contention that there was something of a defla- 


tionary nature about that provision in the bill, we inserted. 


subsection (b), on page 73, providing that “the amendment 
made by this section shall not apply to such obligations of 
subsidiaries held by such association on the date this section 
takes effect ”, so it is not deflationary in any respect. 

Being so unused to speaking after the fashion of lawyers 
and tolerating, as the Senator from Utah [Mr. Kine] would 
Say, so many interruptions, I do not know that I have given 
the Senate as comprehensive a view of the bill as it is 
entitled to have. But in any event, when we come to con- 
sider the bill for amendment, I shall hold myself in readi- 
ness to give any further explanation that I may and to 
answer any questions that may be propounded. 

Mr. COSTIGAN. Mr. President, will the Senator yield? 

Mr. GLASS. I yield. 

Mr. COSTIGAN. The able Senator from Virginia referred 
a moment ago to the effect of Postal Savings deposits on 
commercial banking, indicating that to some extent those 
deposits have undermined commercial banking. May I ask 
whether the reason for the Senator’s conclusion is that 
Postal Savings deposits are regarded by the public as guar- 
anteed by the Government, and whether, if so, the Senator 
from Virginia feels that the insurance provision of his bill 
will tend to offset, so far as member banks are concerned, 
the public interest in Postal Savings deposits? 

Mr. GLASS. I think in some measure that may result. 
The Senator will be astonished to know how many people 
there are in this world who think that a Government dollar 


what we call Federal aid through various agencies. It is not 
Federal aid at all. The Federal Government has not a dol- 
lar in its Treasury that it does not pick out of the pockets of 
the American taxpayers. That is where the Government 
gets its funds, and that is the only place that it can get 
its funds. But there are many people who think, for ex- 
ample, when the Federal Government took last year $109,- 
000,000 in direct taxes out of the State of Virginia and 
brought that immense sum here and impounded it in the 
Federal Treasury, and then gave us two or three pitiful mil- 
lions of dollars in aid of good roads and agricultural colleges, 
that Virginia is getting aid from the Federal Government, 
when the fact of the matter is that the Federal Government 
is first robbing Virginia. We have the only staple agri- 
cultural product on earth that is taxed to death by the Fed- 
eral Government. The State of North Carolina, second to 
the great State of New York, as I recall, pays more than any 
other State in the Union in direct internal-revenue taxes— 
nearly $400,000,000, if not in excess of $400,000,000. Virginia 
last year paid $109,000,000 in Federal taxes, yet there are 
many foolish people who think, when we get a million or so 
dollars back to make a boulevard out of a hog path that we 
are getting aid from the Federal Government. [Laughter.] 

We put a limitation upon the number of directors that a 
national bank may have. Heretofore these great banks 
have accumulated the names of great financiers, not one 
fifth of whom ever attend a meeting of the board of di- 
rectors, but who are on the board just for the prestige it 
gives the bank. One bank in New York had 73 directors. 
It voluntarily reduced the number to 36, week before last, 
and we voluntarily propose to reduce it further to 25. We 
provide that no national bank may have more than 25 mem- 
bers on its board of directors nor less than 5. 

Mr. TYDINGS. Mr. President 

The PRESIDING OFFICER. Does the Senator from Vir- 
ginia yield to the Senator from Maryland? 

Mr. GLASS. I yield. 

Mr. TYDINGS. I missed part of the Senator’s speech, 
and if he has already commented on the point, I hope he 
will not comment on it further, because I shall read his 
remarks in the Recorp. But in case he has not already 
commented on it, may I ask if there is any relationship 
between the capital and surplus which a bank may have in 
comparison to its total deposits? 

Mr. GLASS. No; there is nothing in the bill that touches 
that, though it is an important problem. 

Mr. TYDINGS. May I also ask the Senator if there is any 
provision in the bill which would prohibit the holder of bank 
stocks from transferring his ownership therein to holding 
companies, and thereby escaping his double liability? 

Mr. GLASS. I do not think any holder of national-bank 
stock may escape his liability. We deal with holding com- 
panies, and we deal with them so severely—but, I am frank 
to say, with their consent—that they expect to dissolve 
within the 5-year period given them; and if the branch- 
bank feature of the bill, attenuated as it is, passes the Sen- 
ate, we hope to make them branches of national banks. 

Mr. TYDINGS. Will the Senator yield further? 

Mr. GLASS. Yes. 

Mr. TYDINGS. I am not enough of an expert on banking 
to pass- with any degree of definiteness upon the worth of a 
proposal that a bank should be limited in the extent of its 
deposits with reference to its capital and surplus. A great 
many thoughtful persons who have gone into the matter 
have suggested that bank deposits should not be more than 
15 times the amount of capital and surplus. I was wonder- 
ing whether or not the Senator at this time would care to 
express himself in favor or disfavor of an amendment de- 
signed to carry out that provision. 

Mr. GLASS. I am not prepared to say that I would 
either support or oppose the amendment suggested by the 
Senator. I may say to the Senator that many thoughtful 
people have said to me that the ratio should be 10 to 1. 
In fact, unless I am greatly mistaken, the Comptroller of 
the Currency once told me that. I will say further to the 
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Senator, however, that we tried, as far as it was possible 
to do it, to omit highly controversial problems from the 
bill; and I rather think we have succeeded in doing that, 
except that I am told there is to be a good deal of discus- 
sion of the insurance-of-deposits provision of the bill. 

There is one other feature of the bill of which I was 
about to speak, put in at the suggestion of the junior Sen- 
ator from California [Mr. McApoo], relating to cumulative 
voting in boards of directors of national banks, designed to 
give, in case of controversy or division of interests, some 
representation to minority interests. 

I think that about completes my exposition of the bill. 

Mr. AUSTIN. Mr. President, will the Senator permit a 
question? 

The PRESIDING OFFICER. Does the Senator from Vir- 
ginia yield to the Senator from Vermont? 

Mr. GLASS. I yield to the Senator. 

Mr. AUSTIN. I should like to ask about the part of the 
bill which refers to branch banking in States whose laws 
permit branch banking. I observe that there is a proviso 
to this effect: 

Provided, That in States with a population of less than 1,000,- 
000, and which have no cities located therein with a population 
exceeding 100,000, the capital shall be not less than $250,000. 

I should like to ask the learned Senator whether it would 
be within the spirit and purpose of this measure if there 
could be added another proviso to extend the benefits of this 
feature of the bill to smaller States; for example, a proviso 
that in States with a population of less than one half million, 
and which have no cities located therein with a population 
exceeding 50,000, the capital shall be not less than $100,000. 

Mr. GLASS. Is that Delaware? 

Mr. AUSTIN. Ihave in mind my own State—the State of 
Vermont. 

Mr. GLASS. I should raise no objection to a proposition 
of that sort. I may say to the Senator that that proviso 
was incorporated in the bill by the former chairman of the 
Banking and Currency Committee, the Senator from South 
Dakota [Mr. Norseck], who seemed to be opposed to branch 
banking, but wanted it if South Dakota might obtain it in 
that way. [Laughter.] The distinguished Senator from 
South Dakota is such a serious man that I almost regret 
that I said that in his absence, because I am afraid he might 
not take it in the vein in which I have stated the matter; but 
I will say to the Senator that I would have no objection to 
that. 

Mr. President, I think I have about reached my limit in 
the explanation of the bill, but as we proceed with its con- 
sideration, I shall be glad to answer any questions that I 
can, reminding the Senate, if you please, that I am not a 
banking expert. Although people say I am, I am not; and 
I hope the questions will be as simple as possible. 

Mr. VANDENBERG. Mr. President, I think perhaps the 
chief controversy respecting the unfinished business will ro- 
tate around the question whether it may not be possible 
to create at least a temporary formula for the temporary 
insurance of bank deposits immediately, pending the crea- 
tion of the permanent structure as proposed in the bill on 
July 1, 1934. 

I happen to be one of those who hold firmly to the view 
that there is no remote possibility of adequate and compe- 
tent economic recuperation in the United States during the 
next 12 months, regardless of all the other splendid un- 
dertakings which may be under way, until confidence in 
normal banking is restored; and in the face of the existing 
circumstances I am perfectly sure that the insurance of 
bank deposits immediately is the paramount and funda- 
mental necessity of the moment. Therefore I submit an 
amendment to the pending bill dealing with the creation 
of a temporary insurance formula immediately, expiring 
July 1, 1934, when the regular structure proposed by the 
pending bill becomes effective; and I ask that that amend- 
ment be pending when the unfinished business is again re- 
sumed for consideration. 

The PRESIDING OFFICER. Without objection it is so 
ordered. The amendment will be printed. 
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THIRD DEFICIENCY APPROPRIATIONS—CONFERENCE REPORT 
Mr. BRATTON. Mr. President, I send forward a con- 
ference report on the third deficiency appropriation bill, 
and ask for its immediate consideration without prejudice 
to the unfinished business. 
The PRESIDING OFFICER. The Senator from New 
Mexico presents a conference report which will be read. 
The legislative clerk read the report, as follows: 


The committee of conference on the disagreeing votes of 
the two Houses on the amendments of the Senate to the 
bill (H.R. 5390) making appropriations to supply deficien- 
cies in certain appropriations for the fiscal year ending June 
30, 1933, and prior fiscal years, to provide supplemental 
appropriations for the fiscal years ending June 30, 1933, 
and June 30, 1934, and for other purposes, having met, after 
full and free conference have agreed to recommend and do 
recommend to their respective Houses as follows: 

That the Senate recede from its amendments numbered 
10, 11, and 19. 

That the House recede from its disagreement to the 
amendments of the Senate numbered 3, 4, 5, 6, 8, 9, 12, 15, 
16, 17, 18, 21, 22, 23, and 25, and agree to the same. 

Amendment numbered 13: That the House recede from 
its disagreemnt to the amendment of the Senate numbered 
13, and agree to the same with an amendment as follows: 
Transpose the matter inserted by said amendment to pre- 
cede line 1 on page 3 of the bill, amended to read as follows: 

“BUREAU OF RECLAMATION 

“Palo Verde Valley, Calif.: The unexpended balance of 
the appropriation of $50,000 for the protection of Palo 
Verde Valley, Calif., contained in the Second Deficiency Act, 
fiscal year 1932, approved July 1, 1932, shall remain avail- 
able for the same purposes during the fiscal year 1934.” 

And the Senate agree to the same. 

Amendment numbered 20: That the House recede from 
its disagreement to the amendment of the Senate numbered 
20, and agree to the same with an amendment as follows: 
In line 1 of the matter inserted by said amendment strike 
out the words “ War Department”, and in line 5, after the 
figures “ $3,632.14”, insert the following: “in all, under the 
Treasury Department, $15,792.58"; and the Senate agree 
to the same. 

Amendment numbered 24: That the House recede from 
its disagreement to the amendment of the Senate numbered 
24, and agree to the same with an amendment as follows: 
in lieu of the last five lines of the matter inserted by said 
amendment insert the following: “Total, audited claims, 
section 4, $110,030.92."; and the Senate agree to the 
same. 

The committee of conference report in disagreement 
amendments numbered 1, 2, 7, and 14. 

Sam G. BRATTON, 

CARTER GLASS, 

KENNETH McKELLAR, 

FREDERICK HALE, 

Henry W. KEYEs, 
Managers on the part of the Senate. 

J. P. BUCHANAN, 

Epwarp T. TAYLOR, 

W. A. AYRES, 

JOHN TABER, 

ROBERT L. BACON, 
Managers on the part of the House. 


The PRESIDING OFFICER. The question is on agreeing 
to the conference report. 
The report was agreed to. 


INVESTIGATION OF COTTONSEED INDUSTRY—FINAL REPORT 

The PRESIDING OFFICER (Mr. McKetuar in the chair) 
laid before the Senate a letter from the chairman of the 
Federal Trade Commission, transmitting, pursuant to Sen- 
ate Resolutions 136 and 147, Seventy-first Congress, first 
session, the final report of the Commission relative to an 
investigation of the charges that certain corporations, oper- 
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ating cottonseed-oil mills, are violating the antitrust laws 
with respect to prices for cottonseed and acquiring the own- 
ership or control of cotton gins, which, with the accompany- 
ing papers, was referred to the Committee on Agriculture 
and Forestry and ordered to be printed. 
PUBLIC UTILITIES IN THE DISTRICT 

The PRESIDING OFFICER laid before the Senate a letter 
from the Chairman of the Public Utilities Commission of 
the District of Columbia, transmitting a proposed draft of 
legislation to amend an act entitled “An act to provide for 
the expenses of the Government of the District of Columbia 
for the fiscal year ending June 30, 1914, and for other pur- 
poses, approved March 4, 1913”, and for other purposes, 
which, with the accompanying paper, was referred to the 
Committee on the District of Columbia. 


PETITIONS AND MEMORIALS 


The PRESIDING OFFICER laid before the Senate a reso- 
lution of the National Society of the Daughters of the 
Revolution, New York City, N.Y., opposing any reductions, 
temporary or permanent, in the active strength of the 
Regular Army or any curtailment in the training of the 
National Guard or in the support now extended to the or- 
ganized reserves, R.O.T.C., or C.M.T.C., and also opposing 
every policy designed to weaken the national defense, which 
was referred to the Committee on Appropriations. 

He also laid before the Senate resolutions adopted by the 
Commissioners Court of Henderson County, and the Cham- 
ber of Commerce of Huntsville and Walker County, in the 
State of Texas, endorsing the program of President Roose- 
velt and favoring the inauguration of a public-works pro- 
gram providing highway construction in the State of Texas, 
which were referred to the Committee on Finance. 

He also laid before the Senate a letter from Samuel K. 
Taminosian, of Lincoln, Nebr., favoring an increase in pass- 
port fees by 10 percent of their total wealth to be assessed 
on all rich citizens going to France on pleasure trips, which 
was referred to the Committee on Foreign Relations. 

He also laid before the Senate a petition of sundry citi- 
zens of New Orleans, La., praying for a special senatorial 
investigation of alleged acts and conduct of Hon. Huxx P. 
Lonc, a Senator from the State of Louisiana, which was 
referred to the Committee on the Judiciary. 

Mr. SHEPPARD presented a communication from Dr. 
Alexander S. Garrett, of Weatherford, Tex., in reference to 
the production and use of tobacco, which was referred to 
the Committee on the Judiciary. 

Mr. TYDINGS presented a memorial of sundry citizens of 
the State of Maryland, remonstrating against reduction by 
furlough or otherwise, in the officer or enlisted personnel of 
Army, Navy, or Marine Corps, suspension of the National 
Guard and Reserve Officers Training Corps training camps, 
and of Federal aid to military schools, and also opposing re- 
ductions in the pay of Army, Navy, or Marine Corps Air 
Service flying officers, which was referred to the Committee 
on Military Affairs. 


MEMORIAL OF COLORADO LEGISLATURE—-WATERS OF RIO GRANDE 


Mr. COSTIGAN. Out of order, I send to the desk and ask 
to have lie on the table for appropriate reference a joint 
memorial of the Legislature of the State of Colorado with 
respect to the development and conservation of the waters 
of the Rio Grande Basin, in the States of Colorado, New 
Mexico, and Texas. The memorial incorporates a request 
for the immediate passage of an act by Congress. 

(See joint memorial printed in full when laid before the 
Senate by the Vice President on the 8th instant, p. 2962, 
CONGRESSIONAL RECORD.) 

INVESTIGATION OF SALE OF MILK AND DAIRY PRODUCTS IN THE 
DISTRICT 

Mr. KING, from the Committee on the District of Colum- 
bia, submitted a report (No. 78) to accompany the resolution 
(S.Res. 76) to investigate conditions respecting the sale and 
distribution of dairy products in the District of Columbia, 
heretofore reported by him from that committee without 
amendment, 
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REPORTS OF THE COMMERCE COMMITTEE 


Mr. SHEPPARD, from the Committee on Commerce, to 
which were referred the following bills and joint resolu- 
tion, reported them severally without amendment and sub- 
mitted reports thereon: 

S. 1562. An act granting the consent of Congress to the 
Levy Court of Sussex County, Del., to reconstruct a bridge 
across the Deeps Creek at Cherry Tree Landing, Sussex 
County, Del. (Rept.No. 79); 

H.R. 5152. An act granting the consent of Congress to the 
State Highway Commission of Virginia to replace and main- 
tain a bridge across Northwest River in Norfolk County, Va., 
on State highway route no. 27 (Rept.No. 80); 

H.R. 5173. An act granting the consent of Congress to the 
State Highway Commission of Virginia to maintain a bridge 
already constructed, to replace a weak structure in the same 
location, across the Staunton and Dan Rivers, in Mecklen- 
burg County, Va., on United States Route No. 15 (Rept. No. 
81); 

H.R. 5476. An act to extend the times for commencing 
and completing the construction of a bridge across the 
Savannah River at or near Burtons Ferry, near Sylvania, 
Ga. (Rept.No. 82); and 

H.J.Res. 159. Joint resolution granting the consent of Con- 
gress to a compact or agreement between the State of Kansas 
and the State of Missouri authorizing the acceptance for 
and on behalf of the States of Kansas and Missouri of title 
to a toll bridge across the Missouri River from a point in 
Platte County, Mo., to a point at or near Kansas City, in 
Wyandotte County, Kans., and specifying the conditions 
thereof (Rept.No. 83). 

ENROLLED BILLS PRESENTED 


Mrs. CARAWAY, from the Committee on Enrolled Bills, 
reported that on May 18, 1933, that committee presented to 
the President of the United States the following enrolled 
bills: 

S. 73. An act to authorize the Comptroller General to allow 
claim of district no. 13, Choctaw County, Okla., for payment 
of tuition for Indian pupils; 3 

S. 1410. An act to amend section 207 of the Bank Con- 
servation Act with respect to bank reorganizations; 

S. 1415. An act to amend sections 5200 and 5202 of the 
Revised Statutes, as amended, to remove the limitations on 
national banks in certain cases; and 

S.1582. An act to amend section 1025 of the Revised 
Statutes of the United States. 


BILLS INTRODUCED 


Bills were introduced, read the first time, and, by unani- 
mous consent, the second time, and referred as follows: 

By Mr. BRATTON: 

A bill (S. 1724) authorizing the reimbursement of Edward 
B. Wheeler and the State Investment Co. for the loss of 
certain lands in the Mora Grant, N.Mex.; to the Committee 
on Public Lands and Surveys. 

By Mr. DILL: 

A bill (S. 1725) for the relief of Robert Emil Taylor; and 

A bill (S. 1726) to authorize the appointment of Master 
Sgt. Joseph Eugene Kramer as a warrant officer, United 
States Army; to the Committee on Military Affairs. 

A bill (S. 1727) for the relief of Earl A. Ross; and 

A bill (S. 1728) for the relief of Frank P. Ross; to the 
Committee on Public Lands and Surveys. 

By Mr. TYDINGS: 

A bill (S. 1729) for the relief of Emma Gregory; 

A bill (S. 1730) for the relief of Richard Riggles; 

A bill (S. 1731) for the relief of Marion Von Bruning (nee 
Marion Hubbard Treat) and others; and 

A bill (S. 1732) for the relief of William Zeiss, adminis- 
trator of William B. Reaney, survivor of Thomas Reaney 
and Samuel Archbold; to the Committee on Claims. 

By Mr. McNARY: 

A bill (S. 1733) relating to the retirement of the present 
senior member of the Board of Engineers for Rivers and 
Harbors; to the Committee on Military Affairs. 
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By Mr. McNARY and Mr. STEIWER: 

A bill (S. 1734) for the rehabilitation of the Stanfield 
project, Oregon; to the Committee on Irrigation and 
Reclamation. 

By Mr. SCHALL: 

A bill (S. 1735) to amend an act approved May 14, 1926 
(44 Stat. 555), entitled “An act authorizing the Chippewa 
Indians of Minnesota to submit claims to the Court of 
Claims ”; to the Committee on Indian Affairs. 

By Mr. CAPPER: 

A bill (S. 1736) to preserve and protect the correlative 
rights of the oil-producing States, to assist them in the 
proper enforcement of their oil conservation laws, to assure 
the conservation of crude petroleum and natural gas and to 
preserve the same as national resources, and to regulate the 
transportation and sale in interstate and foreign commerce 
of natural gas, crude petroleum, and the products thereof, to 
prevent waste in the production, marketing, and use of such 
natural gas and petroleum; to invest the Secretary of the 
Interior with power to carry out this act, and for other 
purposes; to the Committee on Interstate Commerce. 

REGULATION OF BANKING—AMENDMENT 


Mr. VANDENBERG submitted an amendment intended to 
be proposed by him to Senate bill 1631, the banking bill, 
which was ordered to lie on the table and to be printed. 

PUBLIC WORKS BILL—AMENDMENTS 


Mr. FLETCHER submitted an amendment intended to be 
proposed by him to the bill (S. 1712) to encourage national 
industrial recovery, to foster fair competition, and to pro- 
vide for the construction of certain useful public works, and 
for other purposes, which was referred to the Committee on 
Finance and ordered to be printed. 

Mr. NYE submitted two amendments intended to be pro- 
posed by him to Senate bill 1712, the public works bill, which 
were referred to the Committee on Finance and ordered to 
be printed. 

REPORT OF THE DIRECTOR GENERAL OF RAILROADS Hoc. NO. 40) 

The PRESIDING OFFICER (Mr. McKELLAR in the chair) 
laid before the Senate a message from the President of the 
United States, which was read and referred to the Commit- 
tee on Interstate Commerce, as follows: 


To the Congress of the United States: 

I transmit herewith for the information of the Congress 
the annual report of the Director General of Railroads for 
the calendar year 1932. 

FRANKLIN D. ROOSEVELT. 

THE WHITE House, May 19, 1933. 

(Report accompanied similar message to the House of Rep- 
resentatives.) 

REPORT OF PERRY’S VICTORY MEMORIAL COMMISSION (H.DOC. 

NO. 39) 

The PRESIDING OFFICER laid before the Senate a mes- 
Sage from the President of the United States, which was 
read, and, with the accompanying papers, referred to the 
Committee on the Library, as follows: 


To the Congress of the United States: 

I transmit herewith for the information of the Congress a 
special report of the Perry’s Victory Memorial Commission, 
dated April 6, 1933, supplementary to the annual report of 
the Commission for the fiscal year ended December 1, 1932. 

FRANKLIN D. ROOSEVELT. 

TRE WHITE House, May 19, 1933. 


REPORT ON FOREIGN SERVICE RETIREMENT AND DISABILITY FUND 
(H.DOC. NO. 41) 


The PRESIDING OFFICER laid before the Senate a mes- 
sage from the President of the United States, which was 
read, and, with the accompanying papers, referred to the 
Committee on Foreign Relations, as follows: 


To the Congress of the United States: 

I transmit herewith a report by the Secretary of State 
showing all receipts and disbursements on account of re- 
funds, allowances, and annuities for the fiscal year ended 
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June 30, 1931, in connection with the Foreign Service retire- 
ment and disability system, as required by section 26 (a) əf 
an act for the grading and classification of clerks in the 
Foreign Service of the United States of America, and provid- 
ing compensation therefor, approved February 23, 1931. 
FRANKLIN D. ROOSEVELT. 

Enclosure: Report concerning retirement and disability 
fund, Foreign Service. 

Tue WHITE House, May 19, 1933. 

EXECUTIVE SESSION 

Mr. ROBINSON of Arkansas. Mr. President, if there be 
no further legislative business, I move that the Senate pro- 
ceed to the consideration of executive business. 

The motion was agreed to; and the Senate proceeded to 
the consideration of executive business. 

FEDERAL EMERGENCY RELIEF ADMINISTRATOR 

The PRESIDING OFFICER (Mr. McKettar in the chair). 
The Chair laid before the Senate a message from the 
President of the United States transmitting the nomination 
of Harry L. Hopkins, of New York, to be Federal Emergency 
Relief Administrator. 

Mr. ROBINSON of Arkansas. Mr. President, this is an 
important nomination. I think it will have to go to the 
committee, but I trust that the committee may take prompt 
action. The organization for the administration of the act 
to which the appointment relates is dependent upon the 
confirmation of this nomination. 

The PRESIDING OFFICER. The Chair assumes that the 
nomination should be referred to the Committee on Banking 
and Currency. 

Mr. ROBINSON of Arkansas. That is my understanding. 
I see that the chairman of that committee is not here, but 
I trust the committee may hold a meeting in the morning. 

The PRESIDING OFFICER. The bill came from that 
committee, and the nomination is referred to the Committee 
on Banking and Currency. 

Mr. COSTIGAN. Mr. President, in confirmation of what 
the able Senator from Arkansas has just stated, I am advised 
that there are some six States of the Union in which the 
relief funds appropriated by the Reconstruction Finance Cor- 
poration will be exhausted today. The relief situation in 
those States may, therefore, be fairly regarded as constitut- 
ing an emergency, and there is urgent need for the imme- 
diate organization of the administration for Federal relief 
under the new act. 


EXECUTIVE MESSAGES REFERRED 


The PRESIDING OFFICER laid before the Senate mes- 
sages from the President of the United States submitting 
sundry nominations, which were referred to the appropriate 
committees. 

(For nominations this day received, see the end of Senate 
proceedings.) 

REPORTS OF COMMITTEES 

The PRESIDING OFFICER. Reports of committees are 
in order. 

Mr. SHEPPARD, from the Committee on Military Affairs, 
reported favorably the nomination of Brig. Gen. George 
Sherwin Simonds to be a major general in the Regular 
Army from February 11, 1933, vice Maj. Gen. Edgar T. Col- 
lins, died February 10, 1933, and also the nominations of 
sundry other officers in the Regular Army and in the 
Reserve. 

The PRESIDING OFFICER. The nominations will be 
placed on the calendar. 

Mr. TRAMMELL, from the Committee on Naval Affairs, 
reported favorably the nomination of Commander Randall 
Jacobs to be a captain in the Navy from the 5th day of 
April 1933 and also the nominations of sundry other officers 
in the Navy. 

The PRESIDING OFFICER. The nominations will be 
placed on the calendar. 

CHARLES E. JACKSON 

Mr. STEPHENS. Mr. President, I report favorably from 

the Committee on Commerce the nomination of Charles E. 
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Jackson, of South Carolina, to be Deputy Commissioner in 
the Bureau of Fisheries. 

Mr. SMITH. Mr. President, I ask unanimous consent for 
the immediate confirmation of this nomination. 

Mr. FESS. Mr. President, I hope the Senator will allow 
this nomination to go to the calendar, and let us act on it 
tomorrow. 

Mr. SMITH. My only reason for making the request is 
that it is very necessary to have this nomination confirmed 
soon, because the Commissioner in the Bureau of Fisheries 
will leave in 3 or 4 days for an extended trip, and he wanted 
to break this new man in thoroughly, so that he might 
function while the Commissioner was absent. The nominee 
is my secretary, the report is unanimous, and every day is 
important, so that he may become familiar with the routine 
of the office as early as possible. That is my reason for 
making the request. 

Mr. FESS. I withdraw the objection. 

The PRESIDING OFFICER. Without objection, the 
nomination is confirmed. 

IN THE NAVY 


Mr. TRAMMELL. Mr. President, I have reported favor- 
ably from the Committee on Naval Affairs sundry nomi- 
nations in the Navy and Marine Corps. If we do not take 
action on the nominations today of the midshipmen who 
are graduating this week at the Naval Academy who have 
been recommended for commissions, these young men will 
not be able to get their commissions at the time of their 
graduation. It is a routine matter, and I ask that the 
nominations be considered and acted upon at this time. 

The PRESIDING OFFICER. The Senator from Florida 
aks unanimous consent for the immediate consideration of 
certain Navy nominations. Is there objection? 

Mr. FESS. Mr. President, reserving the right to object, 
may I make the suggestion that we are getting in the habit 
of approving these nominations without them going to the 
calendar, and while I am not objecting to this particular 
request, I am sure that we do not want to get into that 
practice, 

Mr. ROBINSON of Arkansas. Mr. President, this is an 
emergency matter. It relates to routine nominations. 

Mr. FESS. I think the Senator from Arkansas is cor- 
rect, and I do not object in this instance. 

The PRESIDING OFFICER. Without objection, 
nominations are confirmed. 

Mr. TRAMMELL. Mr. President, I ask unanimous con- 
sent that the President may be notified. 

The PRESIDING OFFICER. Is there objection? The 
Chair hears none, and the President will be notified. If 
there be no further reports of committees, the calendar is 
in order. 
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THE CALENDAR 

Executive C (72d Cong., 2d sess.), a treaty between the 
United States and the Dominion of Canada for the com- 
pletion of the Great Lakes-St. Lawrence deep waterway, 
signed on July 18, 1932, was announced as the first matter 
on the calendar. 

Mr. ROBINSON of Arkansas. Let that go over. 

The PRESIDING OFFICER. The treaty will be passed 
over. 

TREASURY DEPARTMENT 

The Chief Clerk read the nomination of William Alexan- 
der Julian, of Ohio, to be Treasurer of the United States. 

The PRESIDING OFFICER. The question is, Will the 
Senate advise and consent to the nomination? 

The nomination was confirmed. 

f PUBLIC HEALTH SERVICE 

The Chief Clerk read the nominations of Walter L. Tread- 
way, Lionel E. Hooper, and Francis A. Carmelia to be senior 
surgeons in the Public Health Service. 

The PRESIDING OFFICER. The question is, Will the 
Senate advise and consent to these nominations? 

The nominations were confirmed. 

The PRESIDING OFFICER. That completes the calen- 
dar. 
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RECESS 

Mr. ROBINSON of Arkansas. Mr. President, as in legisla- 
tive session I move that the Senate take a recess until im- 
mediately following the conclusion of its proceedings sitting 
as a Court of Impeachment on tomorrow. 

The motion was agreed to; and (at 3 o'clock and 50 min- 
utes p.m.) the Senate, as in legislative session, took a recess 
until the conclusion of the proceedings of the Senate sitting 
as a Court of Impeachment on tomorrow, Saturday, May 20, 
1933, the hour of meeting of the Senate sitting as a Court 
of Impeachment being 10 o'clock a.m. 


OMINATIONS | * © 
NOMINATIONS “ l * ov ed may a 


Executive nominations received by the Senate May 19 
lative day of May 15), 1933 
ASSISTANT SECRETARY OF THE TREASURY 

Stephen B. Gibbons, of New York, to be Assistant Secre- 

tary of the Treasury, in place of Seymour Lowman, resigned. 
FEDERAL EMERGENCY RELIEF ADMINISTRATOR 
L. Hopkins, of New York, to be Federal Emergency 
Relief Administrator. 
MEMBER OF THE FEDERAL POWER COMMISSION 

Herbert J. Drane, of Florida, to be a member of the Fed- 
eral Power Commission for the term expiring June 22, 1937, 
vice Marcel Garsaud. 

PROMOTIONS IN THE REGULAR ARMY 
To be first lieutenant 

Second Lt. Meredith Donald Masters, Field Artillery, from 

May 16, 1933. 
MEDICAL CORPS 
To be lieutenant colonels 

Maj. George Fairless Lull, Medical Corps, from May 11, 
1933. 

Maj. Charles Clark Hillman, Medical Corps, from May 12, 
1933. 

Maj. Sidney Lovett Chappell, Medical Corps, from May 
13, 1933. 

Maj. Harry Louis Dale, Medical Corps, from May 15, 1933. 
REAPPOINTMENT IN THE OFFICERS’ RESERVE CORPS OF THE ARMY 
GENERAL OFFICER 
To be brigadier general, Adjutant General's Department 
Reserve 

Brig. Gen. James Sumner Jones, Adjutant General's De- 
partment Reserve, from July 17, 1933. 

PROMOTIONS IN THE Navy 
MARINE CORPS 

Lt. Col. Robert B. Farquharson to be a colonel in the 
Marine Corps from the 17th day of May 1933. 

Maj. Howard C. Judson to be a lieutenant colonel in the 
Marine Corps from the 17th day of May 1933. 

Capt. Augustus B. Hale to be a major in the Marine Corps 
from the 17th day of May 1933. 

First Lt. Clarence H. Yost to be a captain in the Marine 
Corps from the 17th day of May 1933. 

Second Lt. Sol E. Levensky to be a first lieutenant in the 
Marine Corps from the 17th day of May 1933. 


CONFIRMATIONS 
Executive nominations confirmed by the Senate May 19 
(legislative day of May 15), 1933 
TREASURER OF THE UNITED STATES 
William Alexander Julian to be Treasurer of the United 
States. 
DEPUTY COMMISSIONER, BUREAU OF FISHERIES 
Charles E. Jackson to be Deputy Commissioner, Bureau of 
Fisheries. 
PUBLIC HEALTH SERVICE 
Walter L. Treadway to be senior surgeon. 
Lionel E. Hocper to be senior surgeon. 
Francis A. Carmelia to be senior surgeon. 
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Frederick W. Sheppard 
Ralph L. Shifley 
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PROMOTIONS IN THE NAvy 
To be ensigns 


Charles C. Morgan 
John C. Morgan 


Louis H. Albiston 
Howard W. Anderson 
Frank R. Arnold 
Frederick L. Ashworth 
Henry F. Banzhaf 
Robert H. Barnum 
James L. Beam 
Carter L. Bennett 
Samuel Bertolet 
James S. Bethea 
James V. Bewick 
Horace V. Bird 
Thompson Black, Jr. 
John T. Blackburn 
Francis L. Blakelock 
Walter L. Blatchford 
Francis J. Blouin 
Walter S. Bobo, Jr. 
Joseph H. Bourland 
Harold G. Bowen, Jr. 
Merle F. Bowman 
Francis E. Brown 
James O. Brown 
Frederick W. Bruning 
Paul D. Buie 

James B. Burrow 
Paul W. Burton 
Clarence M. Caldwell 
Clifford M. Campbell 
James H. Campbell 
Allan M. Chambliss 
Jay V. Chase 
Benjamin B. Cheatham 
Harold F. Christ 
Warren B. Christie 
Thomas A. Christopher 
Merrill K. Clementson 
James O. Cobb 
Thomas F. Connolly 
Lester C. Conwell 
Richard G. Copeland 
Joseph P. Costello 
John S. Coye, Jr. 
Robert W. Curtis 
Charles A. Curtze 
Edgar M. Davenport 
Roy M. Davenport 
Lewis M. Davis, Jr. 
Ray Davis 

William L. Dawson 


Richard B. Derickson, Jr. 


John R. Dillon 
Norman J. Drustrup 
Charles K. Duncan 
James M. Elliott 
Joseph F. Enright 
Arthur K. Espenas 
Robert E. Fair 

Frank S. Fernald 
Charles W. Fielder 
James H. Fortune, Jr, 
William C. Fortune 
Everett J. Foster 
James G. Franklin 
Charles T, Fritter 
Herbert S. Fulmer, Jr, 
Raymond L. Fulton 
Raymond D. Fusselman 
Ignatius J. Galantin 
Robert A. Gallagher 
Antone R. Gallaher 
Norman W. Gambling 
John A. Gamon, Jr. 
Philip W. Garnett 


Robert E. Garrels 
Charles F. Garrison 
Richard C. Gazlay 
Robert M. Gibbons 
James B. Grady 
Murray Hanson 
Donovan B. Harby 
Ward F. Hardman 
Irvin S. Hartman 
Enrique D. Haskins 
Burden R. Hastings 
Julian S. Hatcher, Jr. 
Clinton J. Heath 
Luther C. Heinz 

Ezra G. Howard 
William S. Howell 
George K. Hudson 
Albert C. Ingels 
Robert H. Isely 
Charles B. Jackson, Jr. 
Edward F. Jackson 
Raymond B. Jacoby 
Ernest Lee Jahncke, Jr. 
Carlton B. Jones 
Thomas A. Jones 
Stephen Jurika, Jr. 
William R. Kane 
James G. Kastein 
Robert A. Keating, Jr. 
Richard L. Kibbe 
Nova B. Kiergan, Jr. 
Leland P. Kimball, Jr. 
George O. Klinsmann 
Joseph W. Koenig 
Donald O. Lacey 
George H. Laird, Jr. 
David Lambert 
Richard Lane 
Willard R. Laughon 
Robert W. Leach 
Edward P. Lee, Jr. 
Lamar Lee, Jr. 

John S. Lehman 
Hayden L. Leon 
Harry M. Lindsay, Jr. 
Frank V. List 

Edwin E. Lord, 3d 
Charles E. Loughlin 
Kenneth Loveland 
Michael J. Luosey 
Harold A. MacDonald 


William W. R. Macdonald 


Donald E. MacIntosh 
Robert A. Macpherson 
Robert B. Madden 
Louis J. Majewski 
Joseph I. Manning 
Laurence H. Marks 
David L. Martineau 
Paul Masterton 

Dale Mayberry 


John J. McCormack, Jr. 
Joseph C. McGoughran 
Hugh R. McKibbin 
Robert H. McRae 
Bernard H. Meyer 
Clayton L. Miller 
Edwin S. Miller 

George H. Miller 
Richard L. Mohan 
Charles L. Moore, Jr. 
Thomas H. Moorer 


Thomas H. Morton 
Gordon Murphy 
Karl F. Neupert 
Walter H. Newton, Jr. 
Thomas P. O’Connell 
James R. Ogden 
Robert I. Olsen 

Jay T. Palmer 
Thomas V. Peters 
John L. Phillips, Jr. 
Ludwell R. Pickett 
William V. Pratt, 2d 
Ralph M. Pray 
George M. Price 
Bertram J. Prueher 
Frederick W. Purdy 


Kenneth S. Shook 
Frank M. Slater 
Francis J. Smedley 
Robert H. Solier 
Owen E. Sowerwine 
Otto W. Spahr, Jr. 
Paul L. Stahl 

John M. Steinbeck 
Milton G. Stephens 
Lemuel M. Stevens, Jr. 
Louis J. Stocker 
Bernard M. Strean 
Henry D. Sturr 
Ralph E. Styles 
William H. Sublette 
Millener W. Thomas 


John Ramee Raymond W. Thompson, Jr. 
Reginald M. Raymond Carl Tiedeman 
James R. Reedy Malcolm H. Tinker 


Edward S. Rhea, Jr. 
Gilbert H. Richards, Jr. 
Robert S. Riddell 
Charles E. Robertson 
Jack W. Roe 
George D. Roullard 
Henry P. Rumble 
Baxter L. Russell 
Selby K. Santmyers 
Ralph N. Sargent, Jr. 
Arnold F. Schade 
Henry E. Schmid 
Wallace A. Schmid 
Earle C. Schneider 
Frank D. Schwartz 
Everett E. Seagroves 
Seth S. Searcy, Jr. 
William E. Shafer 
John Shannon 
Edward E. Shelby 
Martin A. Shellabarger 
Albert L. Shepherd 

To be assistant paymasters 


James E. Bullock Ross G. Linson 
Earnest G. Campbell Albert F. Ryan, Jr. 
James S. Dietz Donald W. Twigg 
DeWitt C. T. Grubbs, Jr. Paul L. Weintraub, Jr. 

MARINE CORPS 

To be second lieutenants 

Edward Eugene Authier James Marvin Masters, Jr. 
Joslyn Rigby Bailey David Stockton McDougal 
Nixon Leslie Ballard Wilbur James McNenny 
Etheridge Charles Best Guy Marion Morrow 
Robert Oliver Bowen James Rockwell 
Frederick Schaffer Bronson Theodore Carlyle Turnage, 
James Fraser Climie Jr. 
William Edward Erwin, Jr. Marshall Alvin Tyler 
Donald Walker Fuller Sidney Scott Wade 
William Archibald Kengla Paul Eugene Wallace 
Alfred Thomas Magnell 


HOUSE OF REPRESENTATIVES 
FRIDAY, MAY 19, 1933 


The House met at 12 o’clock noon. 
The Chaplain, Rev. James Shera Montgomery, D.D., offered 
the following prayer: 


Ever blessed Father in Heaven, Thy goodness faileth never. 
We thank Thee and call upon Thy excellent name. Through 
all earthly vicissitudes Thy love abides. Teach us always to 
walk with gratitude in Thy light, and strengthen us to be 
invincible in Thy spirit and purpose. Awaken in us the 
sense of a fine opportunity of sharing the distress and the 
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hardships of our fellows, and crown our souls with the 
courage and the pride that can endure these with dignity 
and without fear. Forgetting ourselves and fronting forward 
to the right, in counsel and in deliberation may we do our 
best, that rich blessings of relief may come to our whole 
country. Put into all hearts, Heavenly Father, the love, the 
laughter, and the exultant song of a happy life. In the 
name of our Savior. Amen. 


The Journal of the proceedings of yesterday was read and 
approved. 
PERMISSION TO ADDRESS THE HOUSE 


Mr. BOYLAN. Mr. Speaker, I ask unanimous consent 
to address the House for 10 minutes and read two letters 
by former distinguished Members of the House. 

The SPEAKER. Is there objection? 

Mr. SNELL. Reserving the right to object, and I shall 
not object, I should like to ask the gentleman from Tennes- 
see, the majority leader, what is the program for today? 

Mr. BYRNS. It is necessary for the Senate to act first 
on the conference report on the deficiency bill before the 
House acts. My information is that the Senate has not 
acted upon it, and it may not act upon it today, so there 
will be nothing of legislative importance today, but we will 
have to meet tomorrow. 

The SPEAKER. Is there objection to the request of the 
gentleman from New York? 

Mr. BYRNS. Will the gentleman from New York with- 
hold his request until I make a unanimous-consent request? 

Mr. BOYLAN. I will yield. 


COMMITTEE ON RULES 


Mr. BYRNS. Mr. Speaker, I ask unanimous consent that 
the Committee on Rules may have until midnight tonight 
to file any report that they wish to file. 

The SPEAKER. Is there objection? 

There was no objection. 

The SPEAKER. Is there objection to the request of the 
gentleman from New York to address the House for 10 
minutes? 

There was no objection. 

LONGWORTH-CAREW CORRESPONDENCE 


Mr. BOYLAN. Mr. Speaker and gentlemen of the House, 
I have requested this time in order to read to the House 
the epistles to and from two distinguished former Members 
of the House, together with a communication to the distin- 
guished Vice President of the United States. 

In passing, I might say that the traditions of this noble, 
historic, and patriotic society (the oldest patriotic society 
in the United States) are at this time in the city of Wash- 
ington in the custody of and being carried on by our dis- 
tinguished assistant leader of the House, the Hon. THomas 
Henry CULLEN, M.C., from the State of New York. 

The epistles are entitled “ To and From Two Bulgarians.” 

Before reading the letters I have a little note to read, 
addressed to the Honorable John N. Garner, Vice President 
of the United States, Washington, D.C. 

Dear JoHN: You will remember this correspondence between 
myself and Nick Longworth. It seems to me you might put it 
in the Recorp before you leave the House as a memorial of the 
happy days we spent with you. May God love you as much as 

0. 


Sincerely yours, 
JOHN F. CAREW. 


The correspondence is as follows: 


EPISTLES TO AND FROM TWO BULGARIANS 
THE s ROOMS, 
UNITED STATES House oF REPRESENTATIVES, 
Washington, D.C., June 26, 1926. 
Hon. Jon F. CAREW, 
House of Representatives, Washington, D.C. 

My Dear COLLEAGUE: I am addressing you as the recognized and 
distinguished leader of the Tammany delegation in the House of 
Representatives to seek your kindly advices with regard to the en- 
closed invitation which I have lately received. 

I was not previously aware of the existence of the Tammany 
Club, of Columbus, Ohio, which on its face would appear to be a 
branch of that great society which you so worthily represent in 
Washington. I know of no one to whom I can so logically appeal 
as yourself to be advised as to whether the Tammany Club, of 
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Columbus, Ohio, is a branch of the mother chapter or parent 
organization of the Tammany Society in the great city of New 
York. As you are aware, I am an admirer of your great organi- 
zation, which in cohesiveness and efficiency is not equaled by any 
similar organization in the world, in my judgment; and, while I 
know the other speakers upon the occasion to which I am invited 
are men of some prominence in public life, I should not care to be 
associated even with them if the organization which is sponsoring 
this event should happen to be a spurious one masquerading under 
that great name, and I shall be greatly obliged if you will give me 
such information as you have upon this question. Believe me 


to be, 
Very sincerely yours, 
NICHOLAS LONGWORTH. 


[Enclosure] 
Fourth of July barbecue will be given under the management of 


the Middle West Tammany Club at 476 South Seventh Street, 
Columbus, Ohio, July 4, 1926 


Among those who are invited to speak: Gov. Al. Smith, of New 
York; Hon. W. G. McAdoo, of California; Senator Atlee Pomerene, 
of Ohio; Congressman Nick Longworth, of Ohio; Senator Jim Reed, 
of Missouri; Senator Wadsworth, of New York; many State and 
local candidates. 

Prof. Isaac B. ATKINSON, Manager, 
468 South Seventh Street, Columbus, Ohio. 


SOCIETY or TAMMANY OR COLUMBIAN ORDER, 
ISLAND OF MANAHATTOES, NEO EBORACENSIS, 
SEASON OF FLOWERS, FIRST MOON, YEAR OF THE 
InsTITuTION CXXXVII, or INDEPENDENCE, CL. 


(From the Great Wigwam on — Shore of the Much-Resounding 
) 


To the Honorable NrcHoLas (Speaker) LoncwortH, LL.D., 
Equitum Nobdtlissimus, Militum Fortissimus, Locutor 
Eloquentissimus, Parliamentarius Erpertissimus, etc., ete. 

TRUSTY AND WELL BELOVED: We greet you well. Anxious always 
to foster and increase the comity which has existed between all of 
the illuminati throughout the territories septentrionales et occi- 
dentales since the institution of our ancient society, we have 
caused investigation to be made in the archives of our archiveorium 
and among the traditions of our tradition barrel to ascertain of 
the Middle West Tammany Club, which has invited your most 
excellent self along with divers and several other most eminent 
and worthy barbecuists to its barbecue to be held on July 4, 1926, 
at 476 South Seventh Street, Columbus, Ohio, and in particular 
whether such club had been duly regularly and orthodoxically in- 
stituted in accordance with the constitution and bylaws of our 
Ancient Society of Tammany or Columbian Order as originally 
laid down in 1789 and since amended. 

Greatly do we rejoice, beloved son, that you were wise enough to 
submit this invitation to us. Providentially we are thus enabled 
to keep you from straying among evil companions to turn your 
feet from paths wherein they should not. This club which has 
thus invited you and others of the faithful, and proclaimed your 
anticipated attendance at its orgies, is entirely heretic, heterodox, 
and anathema. It exists only for the temptation of the unwary 
and the destruction of the unwise. It has never at any time been 
instituted, authorized, accepted, or affiliated with our ancient and 
honorable society. It originated in 1902 A.D. in a schism from 
our order conducted by the ancient heresiarch, Richard Croker, 
who fleeing from the wrath to come found refuge and sanctuary 
in the Kingdom of Ireland in the suburbs of the city of Dublin 
on the banks of the River Liffey. Living there in exile and splen- 
dor, among other pastimes he followed the turf and thus became 
acquainted with a Celto-Ethiopian jockey and horse trainer, who 
not having any family patronymic of his own, adopted the sur- 
name Tammany because of his association with Bishop Croker, 
and raising up unto himself in due time a numerous progeny 
Senegambian, proceeded to America under passports obtained from 
the then Turkish Government, entered as Turks, proceeded to 
Ohio, and there becoming Republicans, protectionists, and primary 
workers prospered; and from time to time hearing of the prestige 
and renown of our original orthodox society, with the aid of a 
colored lawyer, incorporated himself and his posterity under the 
ancient name of Tammany, making, however, une faux pas as at 
once appears to the instructed, for our organization is The So- 
ciety of Tammany or Columbia Order, whereas the impostor has 
vulgarly incorporated a Tammany Club. 

We are also given to understand by the police that this club of 
Ethiopians and Senegambians is devoted to the cultivation of 
various games of chance and probability known as “craps”, 
“faro”, “soo loo”, “high, low, jack”, and “red dog”, and that 
they also conduct a blasphematory sacrilegious ceremony of rush- 
ing a can around in a cellar, shouting “ Volstead! Volstead! under 
the impression that they are university men and members of 
SBK. 


THEY ARE ANATHEMA 

Needless to enlarge upon this, most excellent and eminent sir, 
We shall at once see to it that a properly organized, authenticated, 
affiliated, and orthodox institution of our society is introduced into 
your city and State. We shall see to it that our ancient traditions, 
laws, bylaws, constitutions, and ceremonies are communicated to 
you and your fellow citizens of Ohio. It has been asked. Can 
anything good come out of Ohio? This, however, at this present 
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time only refers to your junior Senator. In your worthy self you 
have brought fame and glory to Ohio and, as our astrologers advise 
us, your future is still more distinguished and resplendent. In 
preparation, therefore, for your approaching exaltation we do 
hereby authorize, empower, and commission you as the first and 
finest gentleman in Ohio, to select a council of 13 sachems, a grand 
sachem, a wiskinkie, a sagamore, and 20 braves as the original 
officers and charter members of the Ohio Society of Tammany or 
Columbian Order. When you have submitted the names of your- 
self and your friends in this behalf, we will invite you and them to 
our great wigwam on the Rue de Quatorze in the Ville-du- 
Manhattan-sur-Mere, there to inhale the aroma of the peace pipe, 
to pledge faith and friendship on the handle of the tomahawk, to 
quaff deep from the stein of Pilsen and the chalice of Moet & 
run, and, as the sachems and braves of the old and the new 

institution, recline on the golden sands of Coney Island and listen 
to Homer's Poluphloisbolo Thallasse—the much-resounding sea— 
each with his Minnehaha by his side, we will all join in the chorus 
of “The Banks of the Ohio.” 

Given at our tepee in the Domus Aeneas on Mons Capitolinus 
the day, month, and year above written. 

Sealed with our seal, thumbed with our thumb, socked with our 
socerdotulum. 

Imprimatur Carew, Cancellarius. 
Nihil Obstat Jonannes, Censor Librorum. 


REREFERENCE—THE DALLES BRIDGE CO. 


Mr. MILLIGAN. Mr. Speaker, by direction of the Com- 
mittee on Interstate and Foreign Commerce, I ask unani- 
mous consent that the bill S. 804, to authorize the Secretary 
of War to grant a right of way to The Dalles Bridge Co., be 
rereferred to the Committee on Military Affairs. 

The SPEAKER. Is there objection? 

There was no objection. 


SALARIES OF FEDERAL JUDGES—-VOLUNTARY REDUCTIONS 


Mr. COOPER of Ohio. Mr. Speaker, I ask unanimous 
consent to proceed for 3 minutes. 

The SPEAKER. Is there objection? 

There was no objection. 

Mr. COOPER of Ohio. Mr. Speaker, on May 4 my col- 
league, the gentleman from Ohio [Mr. Youne], whom I 
highly respect, made a very bitter denunciation in con- 
demnation of the Federal judges in Ohio upon the ground 
that they had not accepted the salary reduction under the 
Economy Act. Among other things he said: 

I denounce the Federal judges of my State and will name names 
pat tell facts. They have refused to heed the demands of the 

mes. 

Later on in the same speech he went on to say: 

Here, Mr. Chairman and members of the committee, is the list 
of dishonor. I now read the names of the Federal judges from 
Ohio who have refused to take pay cuts from their salaries: 
United States Judges Samuel H. West, Paul Jones, John H. Kil- 
lits, George P. Hahn, Benson W. Hough, and Robert R. Nevin, 
salary $10,000 each; and United States Circuit Judge Smith Hick- 
enlooper, salary $12,500. 

It has been my good fortune and pleasure to have had a 
personal acquaintance with Judge Paul Jones for many 
years. He was born and reared in the city in which I live, 
and in 1922 I recommended that he be appointed Federal 
judge for the district court in Cleveland, Ohio. I was not 
Satisfied that the statement of the gentleman from Ohio 
[Mr. Youne] was justified, on the ground that the Federal 
judges he mentioned from Ohio had not paid into the 
Treasury 15 percent of their salary. The gentleman from 
Ohio [Mr. Youna] spoke of the economy bill of 1933 and of 
the judges not accepting any reduction under this act. We 
all are aware that the reductions in the Economy Act took 
place May 1, and the Department of Justice informed me 
that a check was received, dated May 1, from Judge Paul 
Jones as a refund of $125, payable into the Treasury, which 
represented the 15 percent reduction of his salary. [Ap- 
plause.] 

The Department of Justice also informed me that Judge 
West sent a check dated May 1, 1933, as a refund to the 
Treasury Department representing 15 percent reduction in 
his salary. I am sure my colleague would not have made 
that statement regarding the Federal judges of Ohio had 
he acquainted himself with the facts. 

Mr. SNELL. Mr. Speaker, will the gentleman yield? 

Mr. COOPER of Ohio. Yes. 
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Mr. SNELL. Can the gentleman inform the House how 
many Federal judges in the United States have made that 
refund? 

Mr. COOPER of Ohio. I cannot, but I know that these 
two men have. I did not check up on the other men in 
Ohio. = 

Mr. SNELL. I think it would be of interest to the House 
if the gentleman could get that information. 

The SPEAKER. The time of the gentleman from Ohio 
has expired. 


PRINTING OF REPORT, UNITED STATES ARMY ENGINEERS 


Mr. LAMBETH. Mr. Speaker, by direction of the Com- 
mittee on Printing, I call up House Resolution 140, which I 
send to the desk and ask to have read, and ask its adoption. 

The Clerk read as follows: 

House Resolution 140 

Resolved, That the communications from the Secretary of War 
transmitting letters of the Chief of Engineers submitting reports 
on the examination and survey of Ashtabula Harbor, Ohio; Bakers 
(Baker) Bay, Columbia River, Wash.; Bayou Lafourche, La.; Buffalo 
Harbor, Buffalo River, and Buffalo Ship Canal, N.Y.; Chickasaw 
Creek, Mobile County, Ala.; Conneaut Harbor, Ohio; Connecticut 


River below Hartford, Conn.; Cutoff Channel off Perth Amboy, N.J., 


to connect the Raritan River Channel with the southerly end of 
the channel in Arthur Kill; Egekik River, Alaska; Erie Harbor, Pa.; 
Grays Harbor and Chehalis River, Wash.; Honolulu Harbor, Hawaii; 
Keweenaw Waterway, Mich., and south shore of Lake Superior, in 
the vicinity of Keweenaw Point, Mich.; and the Warrior and Tom- 
bigbee Rivers and tributaries, Ala. and Miss., which were laid 
before the House of Representatives and referred to the Commit- 
tee on Rivers and Harbors during the second session of the 
Seventy-second Congress, be printed, with illustrations, as sepa- 
rate House documents. 


Mr. SNELL. Mr. Speaker, will the gentleman yield? 

Mr. LAMBETH. Yes. 

Mr. SNELL. Is this the usual resolution and in exactly 
the same form that has been presented to the House to take 
care of these surveys, and so forth? 

Mr. LAMBETH. This provides for the printing of certain 
reports and surveys under the River and Harbor Act of 
1927 and 1930. Heretofore it has been the practice to have 
the surveys and reports sent to the Speaker from the Secre- 
tary of War, and to have them simply referred to the Com- 
mittee on Rivers and Harbors and ordered printed. At the 
last session of Congress an amendment was placed in the 
War Department appropriation bill providing that instead 
of their automatically being printed, as had been the cus- 
tom, which often resulted in a deficiency, the reports should 
be referred to the Committee on Printing. We have held 
up many of those reports which were not needed. 

The reports covered in this resolution, introduced by the 
chairman of the Committee on Rivers and Harbors, cover 
projects which are in the pending river and harbor bill. We 
have eliminated a great many charts and superfluous data 
so as to reduce the cost. The cost of printing these reports 
will be approximately $6,000 and, of course, will come out of 
the appropriation of the War Department for that purpose. 
It does not involve.any new expenditure. 

Mr. SNELL. How much has the committee saved already 
by taking this course? 

Mr. LAMBETH. We have saved over $100,000. Mr. 
Speaker, I ask unanimous consent to have inserted as a part 
of my remarks a brief report from the Committee on Print- 
ing covering the resolution. 

The SPEAKER. Is there objection? 

There was no objection. 

The report is as follows: 

Mr. LAMBETH, from the Committee on Printing submitted the 
following report (to accompany House Resolution 140): 

The Committee on Printing, to whom was referred the resolu- 
tion (H.Res. 140) to authorize the printing of certain communi- 
cations from the Secretary of War transmitting letters of the Chief 
of Engineers submitting reports on the examination and survey 
of certain rivers and harbors, made pursuant to section 1 of the 
River and Harbor Act approved January 21, 1927, and the act of 
July 3, 1930, having considered the same, report favorably thereon 
without amendment. 

The River and Harbor Act approved January 21, 1927, and the 
act of July 3, 1930, authorized the Chief of Engineers to make 


examinations and surveys of certain rivers and harbors and report 
thereon to the Congress. Pursuant to these acts many reports 
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have been received, and this resolution proposes to authorize the 
printing of some of the reports transmitted to the House of Repre- 
sentatives by the Secretary of War at the last session of 

all of which pertain to projects contained in the pending river 
and harbor bill. 

In the past, upon receipt of these engineer reports in the 
Speaker's office, it has been the custom to refer them to the Com- 
mittee on Rivers and Harbors with an order to print; but in each 
letter of transmittal accompanying these reports the Secretary of 
War stated that the “funds available for printing and binding, 
War nt, fiscal year 1933, are insufficient to provide for 
the printing of the report”, therefore the Parliamentarian of the 
House directed their reference to the Committee on Rivers and 
Harbors without printing. 

During the last session of Congress an examination of some 
of these reports disclosed that they contained many charts and 
diagrams which could be readily eliminated without interfering 
with a correct understanding of the report, whereupon your com- 
mittee directed that only such charts as were absolutely essen- 
tial should be printed. The omitted charts, however, were to 
remain in their proper position with the original manuscript and 
be retained in the files of the House. 

The Public Printer, in his last report, states that this modifi- 
cation of House orders resulted in a saving of $107,000 of unnec- 
essary printing. 

As a result of this saving the Committee on Appropriations of 
the House inserted, in the last War Department appropriation 
act, approved March 4, 1933, a provision for the printing of only 
such survey reports as may be authorized by the Committee on 
Prin of the House of Representatives. Pursuant to this law, 
the Parliamentarian has submitted to this committee for consid- 
eration all engineer reports received this session, and many of 
them have been ordered referred to the Committee on Rivers 
and Harbors without printing. 

During the present session of Congress representatives of the 
Office of the Chief of Engineers, the House Committee on Rivers 
and Harbors, and your committee have conferred, and the text 
and charts of the manuscript of each report enumerated in this 
resolution have been carefully examined. All bulk 
and such charts and maps as were not deemed essential have 
been omitted. Since these reports were sent to the House, the 
Chief of Engineers has made available sufficient funds from cur- 
rent appropriations to defray the cost of printing the reports con- 
tained in this resolution; therefore, the committee recommended 
its adoption. 

The Public Printer estimates that the cost will be approximately 
$6,342.88. 

A letter from the Chairman of the Committee on Rivers and 
Harbors urging the printing of these reports is appended hereto. 

COMMITTEE ON RIVERS AND HARBORS, 
UNITED STATES HOUSE OF REPRESENTATIVES, 
May 11, 1933. 
Hon. WALTER LAMBETH, 
Chairman Committee on Printing, 
United States House of Representatives. 

Dear MR. LAMBETH: With reference to House Resolution 140, intro- 
duced by me, and which provides for the printing of a number of 
survey reports on rivers and harbors, I beg to say that these reports 
have been adopted by this committee; provision has been made for 
them in the omnibus river and harbor bill reported to the House 
on Tuesday last, and that it is essential that they should be 
printed so that the information they contain shall be available 
for the Members of the House and Senate when the reports are 
before those bodies for consideration. I trust your committee will 
act favorably on my resolution. 

Yours sincerely, 
J. J. MansFietp, Chairman. 

The SPEAKER. The question is on agreeing to the res- 
olution. 


The resolution was agreed to. 

SALARIES OF FEDERAL JUDGES 

Mr. YOUNG. Mr. Speaker, I rise to a question of per- 
sonal privilege. 

Mr. Speaker, Members of the House, I wish to say to the 
distinguished minority leader that I will in just a moment 
make answer to his question. 

Mr. Speaker, it would appear that in the opinion of my 
long-time friend the gentleman from Ohio, Mr. COOPER, 
like Moses on Mount Horeb, I was treading on holy ground 
when I criticized the Federal judiciary. 

On May 4, at about 1 o’clock in the afternoon—— 

Mr. SNELL. Mr. Speaker, it seems to me the gentleman 
should state the question of personal privilege, if he has 
arisen on that. I think perhaps the gentleman should ask 
unanimous consent to address the House. 

Mr. YOUNG. I am raising a question of personal privi- 
lege because my friend the gentleman from Ohio, Mr. 
Coon, said that I made a misstatement and was inaccu- 
rate and reckless with the facts in my speech of May 4. I 
wish to correct that before the House. 
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Mr. Speaker, I ask unanimous consent to address the 
House for 10 minutes. 

The SPEAKER. Is there objection to the request of the 
gentleman from Ohio [Mr. Young]? 

There was no objection. 

Mr. YOUNG. Mr. Speaker, on May 4, at about 1 o’clock 
in the afternoon, I denounced on the floor of the House Fed- 
eral judges of my State and other States who had refused 
and failed to voluntarily repay into the Treasury of the 
United States that percentage of their salaries which United 
States Senators, Congressmen, all Federal officials from the 
highest to the lowest, and all Federal employees repaid. 
What I stated on that occasion was true and correct. What I 
stated was the result of my investigation in the Department 
of Justice, office of Attorney General of the United States; 
and in the United States Treasury Department. Two hours 
before making that speech on the floor of the House I again 
rechecked my investigation under the Economy Act of 1932. 
Section 109 of the Economy Act of 1932, that, for the infor- 
mation of the gentleman from Ohio [Mr. Cooper], was in 
effect from July 1, 1932, there was in effect a provision, sec- 
tion 108, that the judges and Federal officials exempt by rea- 
son of the constitutional inhibition, could pay into the 
Treasury that same percentage of their salaries, and I found 
that President Hoover had voluntarily repaid into the Treas- 
ury of the United States 10 per cent of his salary. The 
Economy Act of 1932 provided for a 10-percent cut on all 
salaries of $10,000 and more, and a lesser percentage on 
salaries below $10,000. There is a constitutional inhibition 
preventing the Congress from cutting the salary of the Presi- 
dent of the United States. Unfortunately, also, article III 
of the Constitution provides that the compensation of United 
States judges shall not be diminished during their continu- 
ance in office. As Congressman at large from Ohio, repre- 
senting nearly 7,000,000 citizens, all of whom, except the 
7 Federal judges of my State, were compelled to make per- 
sonal and financial sacrifices by reason of the economic 
disaster affecting all of us except those 7, I felt it my duty 
to state on this floor of this House the facts as shown by 
my investigation. No Ohio Federal judge paid any money 
whatever into the United States Treasury under the Econ- 
omy Act of 1932, notwithstanding that section 109 of this 
act made provision for such payment. [Applause.] 

Mr. COOPER of Ohio. Will the gentleman yield? 

Mr. YOUNG. I yield. 

Mr. COOPER of Ohio. The gentleman in making his 
statement did not make any reference at all to the Economy 
Act of 1932. 

Mr. YOUNG. I am coming to the Economy Act. 

Mr. COOPER of Ohio. Answer the question. Did the 
gentleman make any statement in his speech with reference 
to the Economy Act of 1932? 

Mr. YOUNG. I spoke on the Economy Act of 1933. 

Mr. COOPER of Ohio. Of course the gentleman did, and 
that is what I had reference to. 

Mr. YOUNG. In pursuing my investigation I will say to 
the gentieman from Ohio and to all of you that I did make 
a thorough investigation early in May. I had made inquiry 
of John W. Gardner, general agent in the office of the Attor- 
ney General of the United States. I made inquiry in the 
Department of Justice. I made inquiry of Mr. Burke, of the 
Treasury Department. 

On the 4th of May, 2 hours before I made that address 
to the Members of the House, I checked the records of the 
Division of Booking and Warrants in the Treasury Depart- 
ment. This is the Department where remittances made by 
Federal judges, when any are made, are accepted. I say 
again on my responsibility as a representative of all of the 
people of Ohio in the Congress that on May 4, 1933, at 1 
o’clock in the afternoon, the time I addressed the House, 
there was no record of any remittance from any Ohio Fed- 
eral judge. It is true that directly after I made this address 
widespread publicity was given to it in Ohio. The Cleveland 
Plain Dealer of the following day—— 

Mr. COOPER of Ohio. Well, will the gentleman yield? 

Mr. YOUNG. I yield. 
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Mr. COOPER of Ohio. I must take exception to what the 
gentleman has said. The Department of Justice informed 
me just 2 days ago, and I would not have made the state- 
ment on this floor if it were not the fact, that the Depart- 
ment had received the checks of Judge Jones and Judge 
West, dated May 1, for $125 remittance. 

Mr. YOUNG. I am coming to that now. 

The Cleveland Plain Dealer of the following day in its 
newspaper article concerning my speech carried this very 
significant statement: 

The Ohio Federal judges named by Youne as not having reduced 
their own salaries * * * are Federal District Judges Samuel 
H. West and Paul Jones of Cleveland, John H. Killits and George 
P. Hahn of Toledo, Benson W. Hough of Columbus, and Robert 
R. Nevin of Dayton, receiving salaries of $10,000 a year, and Fed- 
eral Circuit Judge Smith Hickenlooper of 


the question was a matter for discussion and declined 
further comment. 

Is it not significant that this judge took this untenable 
position? Had he in fact voluntarily remitted to the United 
States Treasury, would he not have been glad to tell the 
reporter that fact? 

It was written: 

While the lamp holds out to burn, 
The vilest sinner may return. 

In the Bible reference is made in chapter 62 of Isaiah to 
the “lamp that burneth.” Thomas Scott, in his great 
hymn wrote: 

Hasten, sinner, to return! 
Stay not for the morrow's sun, 
Lest thy lamp should cease to burn, 
Ere salvation’s work is done. 

It is gratifying that Judges West and Jones, even at this 
late date, made some remittance into the United States 
Treasury. The lamp still “burneth.” They are probably as 
familiar as I with the Scriptures. As a lawyer, I have tried 
cases in the Federal courts of Ohio and Pennsylvania and 
have come in contact with various Federal judges. I never 
met nor heard of one who would dare challenge the inspira- 
tion of that Book of all Books, nor the divine character of 
Him who was born in a manger and crucified between two 
thieves. 

I am happy that, though Judges Jones and West and all 
Federal judges except those I shall name failed to take vol- 
untarily salary cuts under the Economy Acts of 1932 and 
1933, these two judges and others are now making remit- 
tances into the United States Treasury. 

I am glad now to report that by a certificate dated May 
9 on the remittance from Judge West, of Cleveland, $125 
was paid into the Treasury of the United States, and by a 
certificate dated May 8 a payment of $125 from Judge Paul 
Jones, of Cleveland, was paid into the Treasury. The check 
of Judge Paul Jones, of Cleveland, was dated May 3, but 
this payment, as I have said, was not in the Treasury, and 
the Division of Booking and Warrants in the Treasury De- 
partment, where remittances are accepted, had no record 
of any such payment from Judge Jones or any Ohio judge 
on May 4. 

Mr. COOPER of Ohio. Will the gentleman yield? I 
know the gentleman desires to be fair. 

Mr. YOUNG. I will yield if the gentleman will get me 
further time. 

Mr. COOPER of Ohio. The gentleman knows that not- 
withstanding the fact that the checks were made out by 
Judges Jones and West on May 1 and sent to the Depart- 
ment of Justice, it required several days before they were 
recorded in the Treasury. It is a matter of bookkeeping 
that caused the delay, and Judges Jones and West are not 
responsible for what delay there was in remitting their 
check into the Treasury. 

Mr. YOUNG. I will answer the gentleman. Is it not 
significant that on May 5—and, by the way, the address I 
made on May 4, although I am an humble Member of the 
Congress, was given wide publicity in Ohio—President Her- 
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bert Hoover voluntarily turned back 10 percent of his salary 
in compliance with the letter and spirit of the Economy Act 
of 1932. Three United States judges, honorable, unselfish, 
and patriotic men, paid money into the Treasury of the 
United States in 1932 following the passage of the Economy 
Act of 1932. Not one of these judges was from Ohio. Nei- 
ther Judge West nor Judge Jones can claim to be included 
in this group of honorable, patriotic, and unselfish judges. 
I am happy to name the three: Judges Elliott Northcott, 
United States circuit judge of West Virginia; Alfred C. Coxe, 
of New York; and E, Y. Webb, of North Carolina. 

Mr. COOPER of Ohio. The checks had to be sent by them 
to the Department of Justice, not to the Treasury Depart- 
ment. 

Mr. YOUNG. According to my information, the check 
of Judge Jones is dated May 3. I do not know the date 
of the other check. 

Mr. COOPER of Ohio. The Department of Justice’ in- 
forms me it was made out on May 1. 

Mr. DIES. Mr. Speaker, will the gentleman yield? 

Mr. YOUNG. I yield. 

Mr. DIES. Is it not within the realm of possibility that 
the checks had been dated back? 

Mr. YOUNG. I did not want to say that, but the gentle- 
man from Texas has suggested a possibility. 

I did say on that occasion that judges, Federal judges 
particularly, who did not take the same salary cut that was 
taken by everyone, from the highest to the lowest, belonged 
on the roll of dishonor. I am glad that some of these judges 
have now voluntarily made payments into the Treasury 
Department so they may be taken from that roll of dishonor. 

Mr. YOUNG. Mr. Speaker, I ask unanimous consent to 
proceed for 5 additional minutes. 

Mr. COOPER of Ohio. Mr. Speaker, reserving the right 
to object, I should like to ask unanimous consent to proceed 
for 2 minutes to reply to the gentleman from Ohio [Mr. 
Younc]. 

Mr. YOUNG. I hope the gentleman will be given that 
time. 

Mr. CANNON of Wisconsin. Mr. Speaker, I object. I 
should like to be heard for 10 minutes before the gentleman 
from Ohio [Mr. Cooper] is heard. 

Mr. COOPER of Ohio. I think the gentleman ought not 
to object to my having an opportunity to reply to the gen- 
tleman from Ohio. 

Mr. CANNON of Wisconsin. Mr. Speaker, under the cir- 
cumstances, I shall be very glad to have the gentleman 
precede me. 

The SPEAKER. Is there objection to the request of the 
gentleman from Ohio [Mr. Young]. 

There was no objection. 

Mr. YOUNG. Mr. Speaker, on the afternoon of May 4, 
after my speech, Attorney General Cummings made public 
the names of four Federal judges who had made some re- 
mittances to the United States Treasury. None from Ohio. 
The four Federal judges whose names were announced by 
Attorney General Homer S. Cummings as the only Federal 
judges who had voluntarily offered to accept pay cuts are: 
Judges Elliott Northcott, Alfred C. Coxe, E. Y. Webb, and 
William S. Kenyon. John W. Gardner, of the Attorney 
General's office, informed me that the law relating to re- 
mittances of salaries of Federal judges had been in effect 
since July 1, 1932. On May 4 the records of the Division 
of Booking and Warrants in the Treasury Department 
showed that in September of 1932, $250 had been paid by 
Judge Elliott Northcott. No payments subsequent to that 
time. The records showed that Judge Alfred C. Coxe paid 
$83.33 September 10, 1932, and a like payment on October 
7, 1932; no payments since that time. And that Judge E. 
Y. Webb, of North Carolina, had paid $200 in December 
1932 and $100 additional in February of 1933. On May 5, 
1933, there was a certificate received from Judge William 
S. Kenyon, of Iowa, for $156.25, and on the same date $125 
from Judge Mortimer W. Byers, of New York. 
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Mr. WOODRUM. Mr. Speaker, will the gentleman yield? 

Mr. YOUNG. I yield. 

Mr. WOODRUM. Mr. Speaker, there seems to be a little 
controversy between the two gentlemen from Ohio as to 
whether these payments were made on May 1 or May 4. 
May I direct the gentleman’s attention to the fact that on 
April 26 I addressed the House on the subject and intro- 
duced a constitutional amendment (H.J.Res. 164) to give 
Congress the power to reduce the salaries of Federal judges. 
The Associated Press carried the information over the coun- 
try. It may be it had some influence on causing these 
gentlemen to have an awakening of their patriotic spirit. 

Mr. SNELL. Mr. Speaker, if the gentleman will permit, 
as I remember, Congress raised the salaries of the Federal 
judges 5 or 6 years ago. 

Mr. WOODRUM. That is correct. 

Mr. SNELL. By the same token has not Congress the 
power to reduce their salaries? 

Mr. WOODRUM. We cannot reduce their salaries. We 
can raise them but not reduce them. 

Mr. SNELL. Then they are beyond us now. 

Mr. WOODRUM. Congress can do this. Congress can 
reduce the retirement pay of Federal judges. We retire 
them now on full pay and Congress can reduce this and can 
also make them pay income tax on their retirement pay. 
These are two points where we have the right to reach them. 

Mr. SNELL. Will the gentleman permit just one more 
question? 

Mr. YOUNG. Yes. 

Mr, SNELL. Just how many United States judges up to 
the present time have willingly given up a part of their 
Salary? 

Mr. YOUNG. Seven. 

Mr. WOODRUM. Up to the time of this resolution three 
Federal judges had sent in checks, each of them for 1 month, 
and then quit. This was up to April 26. 

Mr. GREEN. In that connection, it seems to me it would 
be well for the rest of them to be sent over to the Senate 
like the one from California, if they do not voluntarily re- 
duce their salaries. 

Mr. YOUNG. All Federal judges who refuse to take vol- 
untarily a pay cut along with the court bailiff and scrub- 
woman and all Federal officials and employees, from the 
highest to the lowest, belong permanently on my roll of 
dishonor. 

It pleases me to be able to say that an official of the 
Treasury Department telephoned to congratulate me and 
stated that as the result of the publicity given to my speech 
of May 4 exposing and denouncing Federal judges for fail- 
ure to take the same pay cut other Federal employees, from 
President to scrubwoman, had taken, thousands of dollars 
would be returned to the United States Treasury that would 
not otherwise have been paid by these Federal judges. 

United States judges who arbitrarily refuse to reduce vol- 
untarily their salaries until this country safely emerges from 
this unparalleled condition of national distress are blind to 
the demands of the times. Like the Bourbons of old, they 
cannot forget and do not learn. They show themselves to 
be greedy and avaricious. Such judges not only belong 
permanently on my roll of dishonor but the Congress, under 
the constitutional authority given in the preamble of the 
Constitution “to insure domestic tranquility ” should prop- 
erly vote a reduced amount of money for the maintenance 
of such courts. 

The bailiffs who refer to them as the honorable court, and 
the scrubwomen who on hands and knees in the darkness of 
night clean their judicial offices so that they may in all 
dignity and smugness at 9:30 o’clock in the morning com- 
mence their judicial duties in immaculate surroundings, have 
had their pay cut. The scrubwoman, the bailiff, the ele- 
vator boy, all employees, have been paying and will pay 
each month from now on as long as the need exists, regularly 
out of the small wage our Government pays them, make their 
contribution of 15 percent to bring contentment and eco- 
nomic security to all our people. 
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Edmund Vance Cooke, the poet, wrote: 


But to be a scrubwoman, with four 
Babies or more, 
Every day, every day setting your back 
On the rack, 
And all your reward forever not quite 
A full bite 
Of bread for your babies. Say! 
In the heat of the day 
You might be a hero to head a brigade. 
But a hero like her? I'm afraid! I'm afraid! 


CApplause.] 
INTERNATIONAL INSTITUTE OF AGRICULTURE AT ROME, ITALY 


Mr. POU, from the Committee on Rules, submitted the 
following privileged report for printing in the Recorp 
under the rule: 

House Resolution 149 

Resolved, That upon the adoption of this resolution it shall be 
in order to move that the House resolve itself into the Committee 
of the Whole House on the state of the Union for the consideration 
of House Joint Resolution 149, authorizing an annual appropriation 
for the expenses of participation by the United States in the Inter- 
national Institute of Agriculture at Rome, Italy, and all points 
of order are hereby waived. That after general debate which 
shall be confined to the joint resolution and shall continue not 
to exceed 1 hour, to be equally divided and controlled by the 
chairman and minority member of the Committee on 
Foreign Affairs the joint resolution shall be read for amendment 
under the 65-minute rule. At the conclusion of the reading of 
the joint resolution for amendment the Committee shall rise 
and report the joint resolution to the House with such amend- 
ments as may have been adopted, and the previous question shall 
be considered as ordered on the joint resolution and the amend- 
ments thereto to final passage without intervening motion except 
one motion to recommit. 


REGULATION OF BANKS 


Mr. POU, from the Committee on Rules, submitted the 
following privileged report for printing in the RECORD 
under the rule: 

House Resolution 150 


Resolved, That immediately upon the adoption of this reso- 
lution it shall be in order to move that the House resolve itself 
into the Committee of the Whole House on the state of the 
Union for the consideration of H.R. 5661, a bill “ to provide for the 
safer and more effective use of the assets of banks, to regulate 
interbank control, to prevent the undue diversion of funds into 
speculative operations, and for other purposes.” That after gen- 
eral debate, which shall be confined to the bill and shall con- 
tinue not to exceed 4 hours, to be equally divided and con- 
trolled by the chairman and ranking minority member of the 
Committee on Banking and Currency, the bill shall be read for 
amendment under the 5-minute rule. At the conclusion of the 
reading of the bill for amendment the committee shall rise and 
report the same to the House with such amendments as may 
have been adopted, and the previous question shall be considered 
as ordered on the bill and amendments thereto to final passage 
without intervening motion except one motion to recommit. 


Mr. COOPER of Ohio. Mr. Speaker, I ask unanimous 
consent to proceed for 3 minutes. 
The SPEAKER. Is there objection to the request of the 
gentleman from Ohio? 
There was no objection. 
SALARIES OF FEDERAL JUDGES 


Mr. COOPER of Ohio. Mr. Speaker, it was not my purpose 
to stand here this morning and defend any Federal judge 
who refuses to accept a 15-percent reduction under the 
Economy Act which we recently passed. What I referred 
to was the speech that the gentleman from Ohio [Mr. 
Younc] had made on May 4, in which he accused Judge 
Paul Jones and Judge West, of Cleveland, of refusing to 
contribute 15 percent of their salary to the Federal Treasury. 

I conferred with the Department of Justice and this is 
the information they gave me. The gentleman made his 
speech on May 4 and the information they gave me was that 
Judge Jones’ check for $125, dated May 1, was received at 
the Department of Justice. Judge West’s check for $125, 
dated May 1, 1933, was received at the Department of Jus- 
tice. It took until May 13 for these checks to be credited 
in the United States Treasury. There is a matter of book- 
keeping involved, and my purpose this morning was to de- 
fend Judges Jones and West against the accusation that 
these men had not, on May 1, refunded 15 percent of their 
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salary to the Treasury Department. This is all I have to 
say. 

Mr. WOODRUM. Will the gentleman yield? 

Mr. COOPER of Ohio. Certainly. 

Mr. WOODRUM. What does the gentleman have to say 
about the failure of the Federal judges, not only in Ohio 
but elsewhere, to accept the invitation of Congress extended 
in June 1932, to take the same 8%4-percent cut that we had 
put on all the rest of the Federal employees? 

Mr. COOPER of Ohio. I may say in reply to the gentle- 
man from Virginia that I believe the Federal judges should 
take their 15-percent reduction the same as every other 
public official or employee of the United States. 

Mr. WOODRUM. What is the difference between that 
cut and the 823- percent cut? Are they not the same? 

Mr. COOPER of Ohio. I believe they should have taken 
that also, but my purpose in rising this morning was to 
defend these two men who had sent in their checks May 
1 for a 15-percent reduction of their salary as provided in 
the Economy Act. If the gentleman from Ohio [Mr. Youna] 
was fair and just he would not stand on this floor today 
and try to leave the impression that Judges Jones and West 
did not return 15 percent of their salary into the Federal 
Treasury the first month that the Economy Act was in 
effect. Today there is far too much willful attack made 
upon public officials from the floor of this House. Of 
course, I admit that some public-office holders are deserving 
of condemnation, but it is my opinion there are only a few 
in this class. The two Federal judges whom the Member 
from Ohio so bitterly attacked and condemned, are citizens 
of integrity and ability, honored and respected by the people 
of the State of Ohio, and I know that they are just as much 
interested in the welfare of our Nation as the gentleman 
from Ohio [Mr. Youna]. 

CApplause.] 

STATISTICS ON WORLD WAR ADJUSTED-SERVICE CERTIFICATES COST 
OF ADMINISTRATION 

Mr. GRIFFIN. Mr. Speaker, I ask unanimous consent to 
extend my remarks in the Recorp on House Joint Resolution 
182, introduced by me on Tuesday, by including some figures 
on the bonus question. 

The SPEAKER. Is there objection? 

There was no objection. 

Mr. GRIFFIN. Mr. Speaker, pursuant to the consent 
granted, I beg to submit my correspondence with Gen. Frank 
T. Hines, Director of the Veterans’ Administration, on the 
cost of administration of the laws Congress has passed for 
the issuance of World War compensation certificates, the 
amount of loans made, and the present status of the subject. 


May 10, 1933. 
Gen. FRANK T. HINES, 
Director Veterans’ Administration, Washington, D.C. 

My Dear GENERAL: Is it possible for you to furnish a break- 
down of the expenses of your office so as to show roughly the 
amounts expended annually in the handling of adjusted-service 
certificates from the date of the passage of the law? 

When the law was passed the following items of expense natu- 
rally developed: 

(a) Preparation of blanks. 

(b) Clerks to send out the blanks. 

(c) Clerks to receive them. 

(d) Researches to verify the service claimed. 

(e) Auditors to compute the amounts due. 

(f) Clerks to handle the correspondence. 

(g) Clerks to forward the checks. 

Then when the veterans were permitted to borrow on their 
certificates a large part of the above work was duplicated, and 
additional labors imposed on your office. You stated last year 
that up to January 1, 1932, nearly half of the 3,440,634 holders 
of adjusted-service certificates had secured loans. I presume this 
figure has been augmented since. Will you kindly let me have 
the following information: 

1. Present total of holders of certificates; 

2. Number of holders borrowing, and the total amount; 

3. The increased expense imposed on your office by the loan 
legislation, which I presume will come under the heads a, b, c, 
d, e, f, and g, above enumerated. 

Can you approximate the number of employees assigned to the 
original issuance of certificates and to loan service and their 
approximate pay? 

Have you any record of the total pieces of correspondence 
handled? 

LXXVU——237 
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I realize that this is something of a job, but it will be inter- 
esting and even valuable in the consideration of certain legisla- 
tion now pending, as well as in the consideration of certain 
legislation contemplated. 

With best wishes, sincerely yours, 
ANTHONY J. GRIFFIN. 
May 18, 1933. 
Hon. ANTHONY J. GRIFFIN, 
House of Representatives, Washington, D.C. 

My Dear Mr. GRIFFIN: Further reference is made to your letter 
of May 10, 1933, requesting certain data in connection with the 
handling of adjusted- -service certificates. 

You are advised that it is impossible to give the detailed infor- 
mation enumerated in your letter, due to the fact that, except for 
the initial efforts, the administration of the World War Adjusted 
Compensation Act was merged, for economy and efficiency, with 
the other varied activities of this office. 

For the purpose of covering the initial expense referred to, an 
appropriation was made under the title “Administration expenses, 
adjusted compensation, 1924-25”, in the amount of $1,188,500. 
There was expended from this appropriation $835,069.73, the bal- 
ance being covered into the surplus funds of the 

There is attached for your information the complete statistics 
available as of April 30, 1933, involving the number of veterans 
estimated to be entitled under that law; the number of applica- 
tions received, classified by service in the War and Navy Depart- 
ments and Marine Corps; number of certificates issued and their 
face value; number of matured certificates and certificates in 
force, with their respective values; detailed data with reference to 
loans made and outstanding, and the source from which payment 
of these loans was made, and the condition of the adjusted-service 
certificate fund. 

Although it is regretted the detailed information which you 
desire cannot be furnished, I am sure you will realize that the 
cost of maintaining a cost and statistics permitting the 
assembling of such data would have been prohibitive in compari- 
son with its actual value, and I trust that the information which 
is being furnished will be of some value and assistance to you. 


Very truly yours, 
FRANK T. Hines, Administrator. 
Adjusted-compensation estimates as of Apr. 30, 1933 
Number of veterans entitled to benefits under 
the act 


222 ͤ——.. aa A A EAEN 4, 225, 062 
Number of applications received: 
War Department 3, 464, 154 
Navy Department 495, 798 
Marine Corps 69, 357 
— — 4, 029, 309 
Number of certificates issued................. 3, 708, 889 
Face value of certificates issued $3, 667, 106, 304 
Average value of each certificate issued $988. 73 
Average age stamped on each certificate issued 
(VOMA) a rea nase at a 33.6 
Payments to veterans of $50 and less: 
Number of awards for cash settlements 
made to veterans - 153, 728 


Value of cash settlements made to veterans. $4, 912, 013. 13 
Number of veterans’ cases on which awards for 
cash settlements have been made to bene- 


M nee sane enna ees 125, 045 
Value of cash payments made to beneficiaries: 
Payments to beneficiaries of less than 
F i See ea Se eae $245, 523.18 
Payments to beneficiaries in quarterly in- 
R —T—T—T—T—T—T—TV—V—V—VVdVTV—T—V——. RS $37, 261, 411. 76 
$60 payments under section 608 (veterans 
r eas $3, 117, 523. 59 
Number of matured certificates... 155, 062 
Amount of matured certificates_ $154, 414, 608 
Number of certificates in force 3, 553, 827 
Face value of certificates in force $3, 512, 691, 696 
Loan value of outstanding certificates. $1, 756, 345, 848 
Average loan value of outstanding certificates- $494. 21 
Number of certificates pledged for loans (held 
by Administration 2, 818, 155 
Average amount of indebtedness outstanding 
against certificates pledged for loans (held by 
Veterans’ Administration) ...-.--..--.--.-... $539. 09 
Paid from United States Government life-insur- 
ance fund: 
Number of direct loans made by Veterans’ 
Administration -...-..- an 3, 468, 767 
Number of direct loans outstanding 1, 513, 616 


$390, 613, 606. 60 
lected, due from veterans 6, 104, 131. 02 


Total indebtedness outstanding to 
United States Government life-insur- 
ance fund on account of loans on 
adjusted-service certificates and 
charged to veterans against their cer- 

tificates. 


— — — — e ae e e e e m e e e 


$396, 717, 737. 62 
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Adjusted-compensation estimates as of Apr. 30, 1933—Continued | Status of adjusted-service-certificate fund as of Apr. 30, 1933—Con. 


Paid from United States Government life-insur- Expenditures—Continued. 
ance fund—Continued Amount of direct loans liqui- 
Amount to be paid United States Govern- dated by deduction (de- 
ment life-insurance fund from adjusted- poe veterans): 
service-certificate fund due to rate of in- eee AEN oe ot 
terest allowed in excess of rate charged 277 
veterans (act July 21, 1932) $2, 967, 871. 21 Amount of redeemed loans 


liquidated by deduction 
(deceased veterans): 


Total amount due United States Gov- 


ernment life-insurance fund m 399, 686, 608. 83 aan 
Paid from adjusted-service-certificate fund: — 759, 717. 00 
Number of direct loans made by Veterans’ — $14, 414, 608. 44 
Administration 2, 583, 382 ag assets: 
Number of direct loans outstanding 2, 475, 204 | ee nents to banks in 
——.— of 7 redeemed from banks 505, 328 e tion of loans. $107, 361, 441. 19 
umber of outstanding loans redeemed Less collections . ; 
Tor DANK aonn 125, 825 ( 2 
oe 8 — , 088,007.91 
Amount of outstanding Death cases 2.318,519. 70 
direct loans: 1 3 
Loans direct ve direct 
erans (includes loans. 12, 457,022.50 
cash transfers be- — — 2.8, 210. 14 
tween funds) $972, 603, 218. 54 hens Mt Re oe 
Transferred from re- ene 1, 064, 643, 658. 37 
deemed loan ac- Less collections: 
n ne Soe on cons 13, 432, 069. 77 Cash 
Annual interest add- 
ed to principal 64, 626, 043. 01 
Interest repaid by 
deduction—rein- 
vested ......-..... 340, 523. 84 


Total principal 
outstahding . 1,051, 001, 855. 16 
Interest earned—un- 


collected—on direct 5 5 
Dan eee 9, 549, 679. 26 $1, 060, 551, 534. 42 On Treasury investments. 1, 326, 279. 45 13, 342, 900. 11 
Amount of outstanding otal valine of fond. <o\5. ons ob acoseecdoncosece $1, 227, 048, 736. 28 
payments to banks in 
eee ge of 3 59, 500, 231. 05 TOtAl E E E E E E ARAR ENAA S EEN — 1,381,461, 344. 70 
earned — uncol- 1 Nore.—Based on telegraph b vision receipt of 
1 et e d—on redeemed NI accounts — 5 disbursi 23 n — 
r 2, 467, 001. 40 
. 61, 967, 232. 45 THE CURRENCY 
Mr. PATMAN. Mr. Speaker, I ask unanimous consent to 
e eee eee ee : ng to ad- address the House for 30 minutes. 
— ce-ce Cn und on ac- 
count’ of loans on adjusted-service The SPEAKER. Is there objection to the request of the 
Sertidestes ono k ace cele 1, 122, 518, 766.87 | gentleman from Texas? 
8 4 ee scene made by banks 1 0 There was no objection. 
not redeemed (estimated) 2 „ 
Amount of outstanding loans made by banks MEW u INSTEAD OF SALES TAL 
not redeemed (estimated) $60, 000, 000. 00 Mr. PATMAN. Mr. Speaker, ladies and gentlemen of the 
Status of adjusted-service-certificate fund as of Apr. 30, 1933 House. I met in the corridor a few minutes ago a gentle- 
‘Amount appropriated to fund... $1, 196, 000,000.00 | Man from New York, Mr. Robert Harris, of Harris & Vose. 
Collected items: Mr. Harris was formerly from Dallas, Tex. He is now one 
By cash % of the largest commission merchants on earth, and he om 
terest on redeemed loans. $2,405, 890. 50 been for the past 3 years interested in expansion of 
Interest je amare in- szokast currency. He has rendered our cause valuable assistance. 
vest ments 103, 220, 297. 35 $105, 000, 282. 15 He gave me a thought that I feel should be communi- 
By deduction: 3 d cated to the Members of this House. I am not going -to 
gece tet ore 1 spend all my time on this, but I want to tell you what he 
marai A x 
TALERO prema ODIO He said that we cannot tax the country back into pros- 
loans (matured certifi- perity. 
Interest dete on T: N That fits in exactly with the school of thought I happen 
dans (matured to be a member of, which is somewhat at variance with 
hene ... the proposals now pending before the committees of the 
Annual interest on direct House of Representatives. 
WV n We have before the Ways and Means Committee the $3,- 
Interest on direct loans 89. 549, 679. 26 300,000,000 reconstruction bill. The committee is endeav- 
172010101 5 oring to find, this week, some way to raise the money to 
ments I. 326, 279. 45 1 finance that 83,300, 000, 000 proposal. 
185, 461, 344. 70 Regardless of how the money is raised, I expect to vote 
: —————| for the bill, and I expect to go along with the administra- 
e en tion. I expect to support the administration in the pro- 
ANE paid ee 132, 995, 261. 32 posal, although it may contain many objectionable features. 
0 83 due U.S. Gov- I realize that legislation is all a matter of compromise— 
Se oe that we must give and take—but before I yield and vote 
š Principal $8, 990, 463. 87 for certain provisions of the bill that is now before the 
F . bee eet Ways and Means Committee, and certain proposals pending 
Amount paid banks in re- before that committee, I humbly want to submit for your 
„ . 1,575,008. 41 consideration some changes that should be made. 
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In the first place, I feel, like Mr. Harris, that we cannot 
tax ourselves back into prosperity; that if you take the 
money away from the poor people of the country in the 
form of a sales tax and deliver it to another class to spend, 
you are not increasing the buying power of the people. You 
are diverting it from one class to another class. 

RAISE MONEY DIFFERENT WAY 

So I feel the money should be raised in a different way. 
The way I would do it probably you have already decided, 
but I want to insist that if there ever was a time when the 
Congress of the United States should return to the Consti- 
tution, it is now. The Constitution provides that the Con- 
gress shall issue money and regulate its value. We have a 
fine opportunity now to make a long step in that direction, 
help the general welfare, and save two or three hundred 
million dollars annually in taxes. 

The question will be raised if you issue money to pay the 
$3,300,000,000 proposal the money will be fiat money—it 
will be inferior money. The answer to that is it will be 
exactly the same kind of money that we have already author- 
ized the President of the United States to issue to the extent 
of $3,000,000,000. 

Such money is not backed by gold necessarily, but each 
year there is set aside 4 percent as a sinking fund or retire- 
ment fund, which will cause the money to be retired over a 
period of 25 years. The Congress of the United States has 
already endorsed the principle of issuing that kind of money. 
If we issue it for this proposal it is no more fiat money than 
the money we have already authorized. We have endorsed 
and placed our stamp of approval upon the issuance of that 
kind of money. 


MORE LIBERAL HOUSE RULES 


Mr. BROWN of Kentucky. Mr. Speaker, will the gentle- 
man yield? 

Mr. PATMAN. Les. 

Mr. BROWN of Kentucky. Will the gentleman offer an 
amendment to that effect to this bill when it comes out? 

Mr. PATMAN. If I have an opportunity. I do not know 
whether the bill will come out under the general rules of 
the House or not, and right here I want to commend the 
Rules Committee. I appeared before that committee this 
morning in favor of a liberal rule for the consideration of 
the Steagall bill. After consideration the committee de- 
cided that the bill should be presented under the general 
rules of the House and that there should be free and lib- 
eral discussion allowed, and that amendments may be of- 
fered. [Applause.] 

Mr. O'CONNOR. Mr. Speaker, will the gentleman yield? 

Mr. PATMAN. Les. 

Mr. O’CONNOR. The gentleman should make it clear 
that the Banking and Currency Committee requested a 
strict, closed rule, and that it was the action of the Rules 
Committee which brought the open rule. 

Mr. PATMAN. I am very glad that the gentleman has 
made that statement. I did not feel like making the state- 
ment myself. Three gentlemen representing the Banking 
and Currency Committee made such a request. I repre- 
sented the other side. The Rules Committee has endorsed 
the proposition by adopting this rule of bringing out these 
bills so as to allow consideration under the general rules of 
the House, and I hope wherever that is possible and con- 
sistent that course will be continued in the future. 

Mr. CHRISTIANSON. Mr, Speaker, will the gentleman 
yield? 

Mr. PATMAN. Yes. 

Mr. CHRISTIANSON. Will the gentleman join with the 
Members on this side of the House and oppose any rule that 
is brought in by the Committee on Rules preventing proper 
amendment on this bill when it comes before the House? 

Mr. PATMAN. I am going along with the administration 
in power. The Democrats are charged with responsibility. 
The minority party is not charged with responsibility. I am 
going along with the party in power, and if it is necessary, 
absolutely necessary, to bring in a strict and rigid rule for 
the consideration of an administration measure, I shall yield 


my convictions and vote for that special rule, but it must 
be an administration measure and it must be of an emergency 
nature. < 

Mr. CHRISTIANSON. Does the gentleman mean to say 
that he will surrender his own independent judgment? 

Mr. PATMAN. I have already done that. 

Mr. CHRISTIANSON. And vote for the party in power, 
no matter what sort of proposal is made? 

Mr. PATMAN. Oh, no. I say if it is an administration 
proposal and it is necessary to get quick action on the bill, 
which otherwise would be unnecessarily delayed without a 
special rule. In such a case I shall vote for the rule. I have 
done it in the past, but I am against gag rules, as my votes 
will indicate. 

I shall not undertake to discuss the Steagall bill at this 
time, but will get back to the proposition of issuing these 
$3,300,000,000 in money. 

Mr. McFADDEN. Mr. Speaker, will the gentleman yield? 

Mr. PATMAN. Yes. 

Mr. McFADDEN. I want to know whether this proposal 
is in addition to the authority already given to the Presi- 
dent in the farm bill? 

PRINCIPLE HERETOFORE ENDORSED BY CONGRESS 

Mr. PATMAN. It is my understanding that it is in addi- 
tion. I am not at all sure about that, however, but if it is 
in addition, it is the same money that the President is now 
authorized to issue and it can be issued to pay the $3,300,- 
000,000 of this reconstruction program. If you issue $3,300,- 
000,000 in money and put it out to the people of the country, 
that is a circulating medium. It will cause an increase in 
commodity prices. What is the difference between a cir- 
culating medium and a noncirculating medium issued by 
the Government? One is a Government bond which draws 
interest and does not circulate, and the other does not draw 
interest and does circulate. They are backed by exactly 
the same property and exactly the same security. Every 
bond that is issued is a mortgage upon all of the homes and 
other property of the people of the Nation as well as upon 
the incomes of the people. Every dollar of money that is 
issued is backed in identically the same way. If the bond 
is good, the money is good. 

Some will say that there will be too much money, $3,300,- 
000,000, that it allows too much to go into the banks, which 
they may use as reserves and upon which they may issue 
additional credit. In answer to that, as you issue the money 
raise the reserve requirements of the banks. That is one 
thing which is wrong with our banking situation today. A 
banker can issue $10 of credit for every $1 that he has on 
deposit in his bank. Consequently we have a situation 
where we have $40,090,000,000 owing to the people of Amer- 
ica on their deposits, and if all of the banks in the country 
were closed today and a representative were sent to the 
vaults to gather all of the money they possess, he would 
find much less than a billion dollars. It is true that they 
would have some additional money in the Federal Reserve 
banks, but it does not amount to a great deal. If you were 
to issue gradually, not quickly, a sufficient amount of money 
to absolutely retire the national debt of $21,000,000,000, the 
people would take the $21,000,000,000 and place it in the 
banks, and then we would have deposits aggregating $61,- 
000,000,000, instead of $40,000,000,000; and instead of having 
$1,000,000,000 in cash to pay those deposits, we would have 
$22,000,000,000 in cash to pay those deposits. So if you will 
imcrease your reserve requirements of the banks, you can 
issue a large amount of money. 

Then the banks would be safe. They would have one dol- 
lar actual money for every three credit dollars. There 
would be no danger of runs. There would be no danger of 
banks breaking; but as long as you have about two cents in 
the bank to back up every dollar, there is always danger of 
a loss of confidence and runs on banks. So there is a good 
argument to support the theory that you could absolutely 
pay off the national debt, gradually, not quickly, with new 
money, by at the same time gradually raising the reserve re- 
quirements of the banks of this Nation. There would be no 
difference. There would be no upsetting of our system in 
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the least. Would it not be preferable if this money could be 
issued just like all other money, to pay for this reconstruc- 
tion program, rather than to levy a sales tax upon the barest 
necessities of life? 

Mr. BEEDY. Will the gentleman yield? 

Mr. PATMAN. I yield. 

Mr, BEEDY. Does the gentleman think paper money is 
used as a reserve for other issues of money in the banks of 
this country? 

Mr. PATMAN. What does the gentleman say is used? 

Mr. BEEDY. Why, gold is the reserve. 

Mr. PATMAN. Entirely? 

Mr. BEEDY. Absolutely. You cannot print paper money 
and use it as a reserve for other issues of money. 

Mr. PATMAN. We can use it if we say so by legislative 
act. We only have $4,300,000,000 in gold, and we have more 
than $40,000,000,000 in deposit dollars. 

Mr. BEEDY. Yes; and if you raise the reserve require- 
ments you cut down the possibilities of outstanding circu- 
lation. 

Mr. PATMAN. We can raise them and regulate them any 
way we want to. Just as they can regulate the issuance of 
deposit currency, we can regulate the reserves any way we 
want to. A gold certificate is paper money, and it is used 
as reserve. Other paper money is also used as a reserve by 
banks. 

Mr. BEEDY. Gold certificates are used as reserve when 
there is a gold dollar for every gold certificate outstanding. 

Mr. RANKIN. Will the gentleman yield? 

Mr. PATMAN. I yield. 

Mr. RANKIN. There is no gold, necessarily, behind na- 
tional-bank notes. 

Mr. BEEDY. Not at all, and they cannot be used as re- 
serves for further issues. 

Mr. PATMAN. Now, I want to talk about the difference 
in the issuance of this money and the sales tax. 

Mr. BUSBY. Will the gentleman yield? 

Mr. PATMAN. I am glad to yield to the gentleman from 
Mississippi. 

SAME BUNCH HUMBUGGING US 

Mr. BUSBY. I was asked this question this morning: If 
we can issue $3,000,000,000 of currency, why can we not issue 
ten? I said, “We could.” “If you can issue ten, why can 
you not issue a hundred billion?” I said, “You could.” 
Then I said, “If you can sell $2,000,000,000 worth of bonds, 
why can you not sell ten?” He said, You could.” I said, 
“Tf you can sell ten, why can you not sell a hundred bil- 
lion?” He said, You could.” Currency is a non-interest- 
bearing debt, as has been pointed out. Bonds are an in- 
terest-bearing debt. It is a matter of common-sense ad- 
ministration with either one of them, and nothing more nor 
less 


Now, if the gentleman will permit, gold is not back of our 
currency now, and you cannot get your currency redeemed 
in gold. If you take a gold certificate down there they will 
take it away from you and give you something else, but it 
will not be gold. Now, the only thing that is back of cur- 
rency is the future earnings of the people of this country 
and the properties of the people of this country, as the Presi- 
dent pointed out. The only thing that is back of the bonds, 
and the only thing that makes them valuable, is the future 
earnings of the people of this country and the properties of 
the people of this country. There is more profound igno- 
rance on this question than any other one I know of, and I 
do not mean that is confined at all to the country generally. 
We ought to study it and ought to understand what we are 
doing, and as long as we do not do that we will be humbugged 
by the same bunch who has been humbugging us. [Ap- 
ere CONGRESSIONAL RECORD SHOULD BE WIDELY READ 

Mr. PATMAN. I thank the gentleman for his contribu- 
tion. I wish more people would read the CONGRESSIONAL 
ReEcorp and read the speeches of the distinguished gentle- 
man from Mississippi, who has just addressed you. People 
generally do not know that they can get the CONGRESSIONAL 
Recorp except through their Congressman. They do not 
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know that they can subscribe for it by paying $1.50 a month 
or $8 a session. I wish Members of the House would en- 
courage their constituents to subscribe for it, if for no other 
reason that they be permitted to read discussions by such 
gentlemen as the distinguished gentleman from Missis- 
sippi [Mr. Bussy] and become informed on these matters. 
It is the only uncensored publication in America. There is 
not any other publication in America that is not censored. 
The CONGRESSIONAL Recorp is the only one. The CONGRES- 
SIONAL ReEcorp is the only publication that does not carry 
colored news, colored information, or subsidized informa- 
tion in some way, shape, form, or fashion, either represent- 
ing an organization or special interests in some manner. 
I do not mean to say that all publications are corrupt, but 
every publication has someone to censor the news that goes 
into that publication, someone to color that news if they 
want to, but the ConcressronaL Recorp is the only publica- 
tion in America that carries uncensored and uncolored news, 
and instead of restricting its distribution I wish it were pos- 
sible for each Member to send out several times as many as 
he is allowed today. 

a Mr. BRITTEN. Will the gentleman yield for a sugges- 

on? 

Mr. PATMAN. I yield. k 

Mr. BRITTEN. I am convinced the gentleman is just 100- 
percent wrong and that there is more colored news carried 
in the ConGrEssIoNAL Recorp than in any other paper in the 
United States. 

Mr. PATMAN. But he will be able to read a discussion on 
both sides of every question. Each side has an opportunity 
to present in the way and manner that they want to pre- 
sent it, their side. That is not true as to every other pub- 
lication. 

It is the only publication in America where one person 
or a committee does not have the right to say what goes 
in and what does not go in. 

Mr. ROGERS of Oklahoma. Mr. Speaker, will the gentle- 
man yield? 

Mr. PATMAN. I yield. 

Mr. ROGERS of Oklahoma. I think perhaps the gentle- 
man from Illinois referred to times when he does the 
speaking. 

Mr. BRITTEN. Oh, no. Mr. Speaker, will the gentleman 
yield? 

Mr. PATMAN. I cannot yield. 

Mr. BRITTEN. I did not mean to be discourteous to the 
gentleman, but we talk on the floor of the House about the 
bonus, about the sales tax, about the veterans, about legis- 
lation in which we are interested. I myself talk about the 
Navy. Is not that colored in the interest of the Navy as I 
see it? Of course, it is. Therefore, I say the CONGRESSIONAL 
Recorp carries more colored news in it than any newspaper 
in the United States. 

Mr. PATMAN. But the Member representing opposing 
views to those held by the one who has the floor can present 
those views and the other Member cannot censor them. 
Each side of every question is fairly presented. 

Mr. COLMER. Mr. Speaker, will the gentleman yield? 

Mr. PATMAN. I yield. 

Mr. COLMER. I hope the gentleman from Texas will not 
be led astray from the purpose of his speech, that of dis- 
cussing the revenue. 

Mr. PATMAN. My time is rapidly escaping. I think I 
shall address myself to the Steagall bill. 


HOW PRESENT PROGRAM CAN BE FINANCED 


Mr. COLMER. Does the gentleman know any good reason 
why the public-works program cannot be financed in the 
manner he has indicated? 

Mr. PATMAN. There is no reason in the world why it 
cannot, and I believe the majority of the Members in this 
House would favor such a proposal, [Applause.] If you 
really favor it, I hope you will make your wishes known, for 
you can render some very effective service at this time if 
you will contact the Ways and Means Committee and ask 
that we be given a hearing on this proposition. Let your 
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wishes be known that that method of financing may be con- 
sidered along with others. 

Mr. ZIONCHECK. Mr. Speaker, will the gentleman yield 
before he reaches this question of the public-works program? 

Mr. PATMAN. For a question. 

Mr. ZIGNCHECK. In the event the Government does not 
issue money but levies taxes, would the gentleman prefer 
taxing the Federal Reserve System and getting its $280,- 
000,000 surplus and a certain percentage of the money they 
now have? 

Mr. PATMAN. Absolutely. I am getting to that right 
now. 

Mr. PARSONS. Mr. Speaker, will the gentleman yield 
for an observation? 

Mr. PATMAN. I yield. 

Mr. PARSONS. I do not agree with what the gentleman 
has said with reference to the issue of $22,000,000,000 of 
currency. 

Mr. PATMAN. We are talking about $3,300,000,000 now. 


Mr. PARSONS. I see. I do agree with the gentleman |> 


for an issue of $3,000,000,000. The public works bill is 
being proposed as a charity measure. It has for its purpose 
the giving of employment to labor, to restore buying power. 
After all, it is a bonus to business and to the individual 
workman. The $500,000,000 relief is to be included as part 
of the $3,300,000,000. The country has already spent prob- 
ably $3,000,000,000 in this depression for charity. 

Is it fair, it is right, is it honest, is it just, when everybody 
else is giving for charity, to tack on a bond issue bearing in- 
terest at rates from 3 percent to 5 percent, when the money 
is to go to charity and when we can issue 83,000,000, 000 
in currency to take care of the matter without the issuance 
of interest-bearing bonds? [Applause.] 

Mr. PATMAN. I thoroughly agree with the gentleman. 
A bond issue if it is ever justified is only justified for proj- 
ects out of which money is to be made. Certainly it is not 
justified where charity is to be extended or for non-self- 
liquidating projects as in this case. 

Mr. McFADDEN. Mr. Speaker, will the gentleman yield? 

Mr. PATMAN. I yield. 


WHO WILL MANAGE NEW CURRENCY 


Mr. McFADDEN. The gentleman refers to new issues of 
Government money. This money will go to the Federal 
Reserve. Who is going to manage this increased money that 
will be put into circulation? 

Mr. PATMAN. We hoped the money would go into every 
section of the Nation and that it would take some time for 
it to get back to the Federal Reserve. When it does get 
back there it will be used as a reserve by banks and will 
serve the same purpose as though it were placed in the vaults 
of the banks. 

Mr. McFADDEN. But the credit which is based on this 
money when it gets into the Federal Reserve will be under 
the management of the Federal Reserve. 

Mr. PATMAN. Yes; I agree with what the gentleman has 
said, but I am hoping and trusting the Federal Reserve 
System will be conducted in a better manner than it has 
been the last 12 years. 

Mr. PARSONS. Mr. Speaker, will the gentleman yield 
for a further question? 

Mr. PATMAN. I yield. 

Mr. PARSONS. I may say to the gentleman that if this 
$3,000,000,000 of new currency were issued the Government 
no doubt would place it to its credit in the Federal Reserve 
System and checks would be drawn against it for payment of 
contracts, labor, and so forth. This currency would not 
go out into circulation, but it would start the velocity of 
the currency that is now locked up in the banks. 

Mr. PATMAN. That is a good suggestion. Of course, ve- 
locity is a greater factor than volume, always, but when there 
is no velocity there is only one way to stimulate velocity and 
that is by adding volume. 

Mr. McFADDEN. Mr. Speaker will the gentleman yield? 

Mr. PATMAN. I yield. 


Mr. McFADDEN. If the course suggested by the gentle- 
man from Illinois is pursued, the Federal Reserve System 
would immediately be given control over this credit. 

If under the gentleman's policy money is put out in pay- 
ment of its bills by the Treasury only, that which is sought 
to be accomplished by the gentleman will be more nearly 
accomplished than to place under the control of the Federal 
Reserve all the money and credit which is to be issued. 
LApplause.] 

BLESSING OR A CURSE 


Mr. PATMAN. As to whether or not the Federal Reserve 
System is a blessing or a curse depends upon whether or 
not the ones administering it are angels or devils. 

I hope we will have better people administering it during 
the next few years, because I feel that during the past few 
years it has been administered in a way that has been 
detrimental to the general welfare, and I know the gentle- 
man agrees with me. 

Mr. DONDERO. Will the gentleman yield? 

Mr. PATMAN. For a question; yes. 

Mr. DONDERO. Will the gentleman discuss in connec- 
tion with the issuance of this money what he thinks is the 
best method of getting this money back into the pockets of 
the laboring man who needs it? 


PAY ADJUSTED-SERVICE CERTIFICATES 


Mr. PATMAN. Of course, the gentleman knows very well 
that the proposal I have had in mind to get money back to 
every nook and corner of the Nation is to pay the adjusted- 
service certificates. I believe this is the best way, but at the 
same time this other proposal can be used as another very 
effective way, and as an effective vehicle to convey money 
into every section of this Nation. When you go to spending 
money on highways, the highways lead into every section, 
remote as well as other sections of the country. So the 
money will get all over the country. 

In the Steagall bill there is a provision that I especially 
want to invite your attention to. It is in no way related to 
any other section of the bill. 


SOP TO BIG BANKERS 


T deer that the bik banke af this ents ars Aand 
with some of the major provisions of this bill, but there is 
one provision in the bill, whether it is intended as a sop to 
the big bankers or not, it certainly will have a tendency to 
cause them not to oppose it as much as they would other- 
wise oppose it. This is section 3, which says that after the 
Federal Reserve banks have paid their operating expenses 
they shall then pay 6 percent dividend on the stock that is 
held by the private banks of the country and then the 
remainder goes into the surplus fund of the Federal Reserve 
banks. 

I want to explain to you how this section is absolutely 
destroying the great principle that this Congress invoked in 
1913, when the Federal Reserve Act was pending before the 
Congress. It is changing the policy of our Government 
entirely. It will amount to a franchise that will be worth 
billions and billions of dollars for the Federal Reserve banks. 
The Federal Reserve banks are private institutions with 
every dollar of stock owned by private bankers. It is a bank 
for bankers only. 

When these proposals were up in 1912 the monetary com- 
mission made a report and that report made the recommen- 
dation that in the event a central banking system or a semi- 
central banking system, like the Federal Reserve System is 
today, should be adopted, the Government would issue the 
money. It would be printed over here at the Government 
Bureau of Engraving and Printing as it is being printed by 
the millions and millions of dollars every day. 

A while back they were printing $30,000,000 a day over 
there. When this money was to be sent to the private 
banks, this Monetary Commission said that every one of 
these bills will represent a mortgage upon all the homes 
and other property of all the people of this Nation and a 
mortgage upon all the incomes of the people. Therefore, 
when these bills are delivered to the private banks they 
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shall pay a 2-percent interest charge for the use of this 
Government’s credit. 

[Here the gavel fell.] 

Mr. PATMAN. Mr. Speaker, I ask unanimous consent to 
proceed for 10 additional minutes. 

The SPEAKER pro tempore (Mr. Ayres of Kansas). Is 
there objection to the request of the gentleman from Texas? 

Mr. BEEDY. Mr. Speaker, I do not care to object, but 
may I ask the gentleman a question? I have no objection 
to his request. 

There was no objection. 

Mr. CANNON of Wisconsin. Mr. Speaker, I reserve the 
right to object. 

Mr. RANKIN. Mr. Speaker, I make the point of order 
that the gentleman is too late. 

Mr. CANNON of Wisconsin. Very well. 

Mr. BEEDY. Will the gentleman yield? 

Mr. PATMAN. Yes. 

WHY NOT PRINT MONEY FOR ALL GOVERNMENTAL EXPENSES? 


Mr. BEEDY. This thought occurs to me. The gentleman 
is opposed to the sales tax, and the gentleman says that the 
way to meet the expense of this public-works program is to 
print money. What is the necessity of the Government’s 
collecting any taxes? If this is an economical and a wise 
method of procedure, why does not the Government pay its 
running expenses by printing money? 

Mr. PATMAN. I know that is the argument that gentle- 
men who represent the gentleman’s school of thought always 
make. 

Mr. BEEDY. What is the answer to it? 

Mr. PATMAN. You cannot issue an unlimited amount of 
money. You can only issue money in proportion or in rela- 
tion to your national wealth and your national income. 
Certainly these factors must be taken into consideration as 
well as your ability to redeem this money. We can redeem 
this money in gold up to about $4,252,000,000, and in addi- 
tion to this we can redeem money in services rendered by 
the United States Government. This money can be used 
at the post offices to buy stamps or to pay for transporta- 
tion, or it can be used at the Reconstruction Finance Cor- 
poration to pay back the money that has been borrowed 
by the banks or to pay taxes. It can be used for all kinds 
of Government services; and may I suggest to my good 
friend that we must keep in mind the ability of our Nation 
at all times, in some way or manner, to be able to redeem 
money that is issued. Therefore an unlimited amount can- 
not be issued. 

Mr. DUNN. Will the gentleman yield? 

Mr. PATMAN. Yes. 

WEALTH OF NATION 

Mr. DUNN. Can the gentleman state what is the wealth 
of the Nation? 

Mr. PATMAN. A short time ago the Twentieth Century 
Fund Committee reported that the wealth of the Nation is 
about $300,000,000,000. May I add that much has been said 
about the amount of money the Government of the United 
States has been expending for veterans of wars of different 
kinds, and comparing it with the amount expended in other 
countries. If you take the ability of the United States to 
pay according to its wealth and the national income and 
apply the same rule to other countries, you will find that 
France and England, even Germany, has ‘been expending 
from four to eight times as much on their World War vet- 
erans as has the United States. 

Mr. PARSONS. Will the gentleman yield? 

Mr. PATMAN. I yield. 

Mr. PARSONS. In answer to my good friend from 
Maine, I should like to say that no one—or at least I myself 
have not made any pretense at issuing currency without 
control or without any provision for the retirement of that 
currency in the future. My idea is to issue the currency— 
save the interest during the depression—and when the reve- 
nue begins rolling into the Treasury retire the currency. 

Mr. BEEDY. I want to ask the gentleman one question 


more, 
Mr. PATMAN. I yield. 


CONGRESSIONAL RECORD—HOUSE 


May 19 


Mr. BEEDY. The gentleman’s logic is that you issue 
within the limit this amount of money and so long as we 
stay within the limit represented by the gold we hold, plus 
the property of the United States, that is safe, is it not, 
according to your reasoning? 

Mr. PATMAN. According to the rule I laid down national 
income and ability to redeem either in gold or services must 
be taken into consideration. 

Mr. BEEDY. Within the limit? 

Mr. PATMAN. Yes. Since 1850 the national wealth, 
income, and bank deposits have increased from 10 to 25 
times. One trouble has been that the volume of money has 
not increased along with the increase in the bank deposits, 
national wealth, national income, and monetary gold stock. 

Now, I hope gentlemen will excuse me and not interrupt, 
for there are other gentlemen who want to speak, and I 
do not think it is fair to ask for any further extension. 


GOVERNMENT CREDIT SHOULD BE PAID FOR 


I do think that you will be interested in what I am going 
to say about the Steagall bill. 

When this monetary commission made its report that 
the credit of the United States should be paid for, the 
Aldrich bill was introduced. Mr. Aldrich proposed that 
when the Government Bureau of Engraving and Printing 
delivered the money to the private banks they should pay 
2 percent interest. They called it a tax, I believe, but it 
was 2 percent interest. When the Federal Reserve Act was 
up, it was argued that there ought not to be any limit but 
it ought to be left to the Federal Reserve Board to say, and 
so section 16 of the Federal Reserve Act provides, that when 
this money is delivered by the Government the Federal 
Reserve bank shall pay the rate of interest that may be 
assessed by the Federal Reserve Board. And the Federal 
Reserve Board set a zero limit—not anything. It let the 
credit of this Nation be used free of charge upon the theory, 
of course, that when the Federal Reserve banks made their 
operating expenses and paid their 6-percent dividends, the 
remainder would go over into the Treasury anyway, and so 
why assess an interest charge in the beginning? Well, they 
were determined to capture that money before it ever 
reached the Treasury, and so they got an amendment in- 
serted in the bill which provided that the money, instead 
of going into the Treasury, should remain as a surplus fund 
in the Reserve banks until the surplus fund was 40 percent 
of the paid-in capital stock. 

That was reached in 1918, and they were about to have 
to pay $100,000,000 into the Treasury of the United States 
in 1919, but in some way, in some manner, an amendment 
went through to the bill which provided that the surplus 
fund would not go into the Treasury until after the Federal 
Reserve surplus fund had been increased to 100 percent, not 
of the paid-in capital stock but of the subscribed capital 
stock. The capital stock of the Federal Reserve banks is 
about $320,000,000. They have paid in only $160,000,000, so 
if they made it 100 percent of the paid-in capital stock it 
would not amount to but $160,000,000 for the surplus, but 
making it the subscribed capital stock it amounted to $330,- 
000,000. They now have $280,000,000 in the surplus fund. 
They were determined to capture that money before it got 
into the Treasury of the United States, and thereby refused 
to pay for this most valuable franchise ever given to a pri- 
vate corporation on earth. It pays no income taxes in any 
way, shape, or form. And now this bill comes along and 
provides that they will not only pay their current expenses 
but we dare them to spend all they can, pay high salaries— 
$30,000 to $50,000—build fine buildings, though, of course, 
Congress must authorize that under the present legislation, 
and then pay 6 percent of the capital stock; and instead that 
this surplus go into the Treasury, as the framers of the 
act contemplated, this bill provides that all of it shall go 
into the Federal Reserve banks’ surplus fund, and it will not 
be long until they will be declaring big dividends to them- 
selves and paying higher salaries through being permitted to 
use the credit of this Nation free of charge. 

The SPEAKER. The time of the gentleman from Texas 
has expired. 


| | 
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Mr. MAY. Mr. Speaker, I ask unanimous consent that 
the gentleman’s time be extended for 5 minutes. 

The SPEAKER. Is there objection? 

Mr. ROGERS of Oklahoma. Mr. Speaker, I reserve the 
right to object. The gentleman from Wisconsin [Mr. Can- 
non] has been trying for an hour to get the floor. When 
the gentleman from Texas [Mr. Parman] is through—and 
he always makes a valuable and interesting speech—I think 
the gentleman from Wisconsin should be recognized. I 
have no objection. 

The SPEAKER. Is there objection? 

There was no objection. 

Mr. MAY. Mr. Speaker, will the gentleman yield? 

Mr. PATMAN. Yes. 

DELEGATION OF POWER 

Mr. MAY. Is it not a fact that the manipulations of the 
Federal Reserve Board in the handling of the authority con- 
fided to it by the Congress is one of the strong illustrations 
of the mistakes of this Congress in delegating its powers 
here, there, and yonder, to boards and bureaus, and is not 
this the outstanding one that has done detriment to this 
country? 

Mr. PATMAN. I think I can answer that by stating 
what I saida while ago. As to whether this law or any other 
law that is administered by a board, a bureau, a commis- 
sion is a blessing or a curse will depend upon whether those 
who are administering it are angels or devils. If they are 
good, it will be all right; if they are bad, it will be all wrong. 
We have to depend upon somebody to administer every law 
that we pass. 

Mr. PARSONS. Mr. Speaker, will the gentleman yield? 

Mr. PATMAN. Yes. 

Mr. PARSONS. What does the gentleman think the 
Federal Reserve Board anticipate doing with this money in 
the future if this bill should pass? What will they use it for? 

Mr. PATMAN. The board, if it goes to them, will put it 
in their vaults, and it will possibly result in retiring some 
of the Federal Reserve notes, and I hope it will, because 
every day a Federal Reserve note is outstanding somebody is 
paying interest upon it, somebody is paying for the use of 
it every day it is outstanding; but this money that we are 
talking about, just like the Civil War money, $346,000,000 
outstanding on which the people have saved a half billion 
dollars of interest during the last 60 years, nobody will be 
paying interest upon while it is outstanding. 

Mr. McFADDEN. And let me call attention of the gen- 
tleman to this fact. When this money goes into the Fed- 
eral Reserve bank, it becomes a credit which is subject to 
multiplication under certain conditions up to 20 times, and 
that the Federal Reserve and its member banks will sell 
that money to the public and make its usual profit. 

Mr. PATMAN. They have so much power now in respect 
to credit that certainly we need not object from that stand- 
point. 

Mr. ZIONCHECK. If this 1-percent tax were put upon 
the Federal Reserve bank, would there be any necessity for 
a sales tax? 

HOW MONEY CAN BE RAISED 

Mr. PATMAN. If we were to put one half of 1 percent 
interest charge on Federal Reserve notes, as they are issued 
by the Bureau of Engraving and Printing, and one half of 
1 percent interest charge on all the credit that is used by 
the Federal Reserve banks each year, and they should issue 
as much as in 1928 and 1929, we would raise from $200,000,- 
000 to $300,000,000 a year. If we had collected this money 
as the law requires, we would not have any deficit in the 
Treasury. We would have a surplus. If we were to go 
back and collect it now, we would not be suffering, because 
we could not raise revenue. We would have plenty of money, 
if we had carried out the mandatory provisions of the origi- 
nal and existing Federal Reserve Act. 

Mr. McFADDEN. Will the gentleman yield? 

Mr. PATMAN. I yield. 

VIOLATION OF LAW 


Mr. McFADDEN. Is it not a fact, in view of what ‘the 
gentleman has said, that by avoidance of the payment of 


this franchise tax, which is collectible under the law, the 
Federal Reserve Board and banks have deliberately violated 
the law? 

Mr. PATMAN. I think they have violated the law, and 
I think they should be compelled to carry out the mandatory 
provisions of that law. I should like to see the Ways and 
Means Committee write into this bill, if necessary, that 
whenever those bankers are permitted to use our credit, if 
we permit them to use it at all, that they certainly shall pay 
a reasonable compensation for its use. 

Mr. EAGLE. Will the gentleman yield? 

Mr. PATMAN. I yield to my colleague. 

HOW MUCH MONEY IN CIRCULATION 

Mr. EAGLE. Referring to the intelligent questions asked 
by the gentleman from Maine of the gentleman from Texas, 
may I ask whether the following facts are not substantially 
correct: First, that of all outstanding paper money of every 
sort, national-bank notes, Treasury bills, the old greenbacks, 
silver certificates, gold certificates, Federal Reserve bank 
notes, Federal Reserve notes, the records show a total out- 
standing of substantially $6,000,000,000; secondly, is it not 
substantially true that it is estimated and practically proven 
that of that $6,000,000,000, $500,000,000 have been destroyed, 
burned, or lost, so that there is actually only five billion five 
hundred million of paper money; and is it not substantially 
true; third, that if to that five and one half billion were now 
added three billion additional paper money, making a total 
of between nine and ten billion dollars in paper money, we 
now have in the Treasury of the United States and the 
mints and the subtreasuries and the treasuries of the 12 
Federal Reserve banks enough gold to make $47 in gold for 
each $100 of paper money outstanding, so that we can issue 
that $3,000,000,000 and have it as good as the present paper, 
or on the gold standard? 

Mr. PATMAN. I want to thank the gentleman for his 
suggestions and the information. His statement is substan- 
tially correct. We have sufficient idle gold to authorize the 
issuance of $5,000,000,000 additional money without lower- 
ing the gold reserve below 40 percent. 

The SPEAKER. The time of the gentleman from Texas 
[Mr. Patman] has again expired. 


SECURITIES LEGISLATION 


Mr, RAYBURN. Mr. Speaker, I ask unanimous consent 
to have until midnight tonight to file a conference report on 
the securities bill. 

The SPEAKER. Is there objection to the request of the 
gentleman from Texas [Mr. RAYBURN]? 

There was no objection. 


PERMISSION TO ADDRESS THE HOUSE 


Mr. CANNON of Wisconsin. Mr. Speaker, I ask unani- 
mous consent to address the House for 10 minutes. 

The SPEAKER. Is there objection to the request of the 
gentleman from Wisconsin [Mr. CANNON]? 

There was no objection. 

Mr. CANNON of Wisconsin. Mr. Speaker, I desire to say 
a few words this afternoon on a subject that I consider very, 
very important, a subject that I consider rather important 
to Members of this House. 

A short time ago I introduced a resolution that is now 
before the Committee on Printing. That resolution provided 
that we should abolish the right and privilege hereafter of 
extending and revising remarks in the Recorp. I am going 
to insist, as a Member of this House, that from now on we 
shall not have any extensions of remarks in the RECORD 
and that we shall have no revision of remarks in the RECORD. 
I know how you feel about it, and I am not making this 
argument because of the fact that I was not given recognition 
this morning, but I came here for the purpose of making this 
argument. I think it is a big joke, if you want to know it; 
I think it is a colossal fraud upon the people of this country 
for a man to stand on this floor and speak for a period of 2 
minutes and go back to his office, and on a great many occa- 
sions go back with some ghestwriter, and write a big, beau- 
tiful speech of 15 or 20 pages. I think it is wrong. I think 
it is a fraud upon your constituents; and if you had any nerve 
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about you, you would agree with me on the subject. You 
resent it. Well, let me tell you why. Do you know what the 
CONGRESSIONAL Recorp is costing the taxpayers of this coua- 
try? Close to $5,000 a day. I have introduced a bill that is 
before the Committee on Ways and Means to cut the produc- 
tion of the ConcREssIoNnAL Record from 31,000 or 32,000 down 
to 5,000; to cut it down to 5 copies for each Member of this 
House and 8 for each Member of the Senate. That is 
enough. 

Why should they be permitted to send out any more than 
5 or 8 copies of this CONGRESSIONAL Recorp? What need 
have you for them? The only other need you have for the 
CONGRESSIONAL Recorp is to use it as a political tool at the 
expense of the taxpayers, and if that bill is passed it will save 
close to $4,000 a day for dach day the Congress is in session. 

Mr. KELLER and Mr, HOEPPEL rose. 

Mr. CANNON of Wisconsin. I will yield for any question 
after I finish my statement, but I prefer to finish first. 

Now, my friends, I have no quarrel with any Member of 
this House. I have got along fine with everybody. I do not 
have an enemy here unless it is somebody who is keeping 
under cover that I do not know anything about. Every man 
has been friendly and congenial with me. The older men 
have been very friendly and kind toward me. Therefore my 
position in this matter is not taken to be directed against 
any Member of this House. That is not my purpose. But 
my purpose is this: Not only from the standpoint of the 
money that can be saved, that the Printing Office can save 
by doing away with extension of remarks, but from the 
standpoint that the Members come onto this floor, stay here 
and argue for 5 or 10 minutes upon a bill, and the minute 
their argument is over—I do not say that they all do it, but 
the greater portion of them do it—their whole mind is set 
upon getting a copy of that speech, and they send a page 
boy out, and the first minute they are out there in the other 
room making revision of their remarks. Another thing that 
they do if they ask permission to extend their remarks: They 
sit here for a while and then go back to their office. Some- 
times they take a ghostwriter back there with them, and 
the ghostwriter takes care of the speech that appears in the 
CONGRESSIONAL Recorp the following day. That is true, and 
every Member of this House knows it. 

If you think that is not a fraud upon the American 
people, then I misunderstand the meaning of the word 
“ fraud.” 

Understand, I am not in politics, and I am here under 
somewhat of a financial sacrifice [applause], but I believe 
in my heart, honestly and sincerely, that this is an abuse 
and it is a fraud upon the American people. If the Mem- 
bers of this House have not got the intelligence and the 
ability to come down here in the well and stand up and 
make a logical argument, a sensible argument that we all 
can understand, either pro or con on any bill that comes 
up before this House, I say they should not be permitted to 
go out into the other room and revise their speeches to such 
an extent that you cannot recognize them 2 hours later. 
Nor should they be permitted to go back to their offices 
and there have somebody else write speeches for them or 
they themselves add to their speeches probably 10 times 
what they said here on the floor and then have them 
franked out to the American people. 

Mr. ZIONCHECK. Mr. Speaker, will the gentleman yield? 

Mr. CANNON of Wisconsin. I yield. 

Mr. ZIONCHECK. Is the gentleman going to revise his 
own remarks this afternoon? 

Mr. CANNON of Wisconsin. I am not going to revise 
my remarks. 

Mr. KELLER. Why not? 

Mr. ZIONCHECK. What if the stenographer got some 
of your remarks wrong? 

Mr. CANNON of Wisconsin. I say that if any man stands 
upon this floor—— 

Mr. ZIONCHECK. Just a minute; will not the gentleman 
answer my question? 

Mr. CANNON of Wisconsin. If the gentleman will per- 
mit me to, I shall be pleased to answer it. 
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Mr. JOHNSON of Minnesota. Mr. Speaker, will the gen- 
tleman yield? 

Mr, CANNON of Wisconsin. Yes; I yield to the gentleman 
from Minnesota and to any other Member who wishes to 
ask a question. 

Mr. JOHNSON of Minnesota. What would happen if a 
farmer like myself made a speech here? I am not a silver- 
tongued orator and, of course, I have to revise my remarks. 
However, the people of the country who happen to read 
them know very well I did not deliver that speech. [Ap- 
plause.] 

Mr. BOILEAU. Mr. Speaker, will the gentleman yield? 

Mr. CANNON of Wisconsin. I yield. 

Mr. BOILEAU. As I understand, the gentleman’s objec- 
tion is not directed toward a Member making slight correc- 
tions, corrections of grammar, and so forth, to make his re- 
marks appear as he intended to express them. 

Mr. CANNON of Wisconsin. No. 

Mr. BOILEAU. But rather to an extension of the mate- 
rial of his remarks? 

Mr. CANNON of Wisconsin. When a man takes the fioor 
and makes a speech and later discovers there are errors in it, 
grammatical errors, and we have heard a lot of them here, 
he should be permitted to correct them in order that the 
speech may go back to his constituents correctly. 

Mr. DONDERO. Mr. Speaker, will the gentleman yield? 

Mr. CANNON of Wisconsin. I yield. 

Mr. DONDERO. Is it not true that the real reason we are 
permitted to extend our remarks in the Recorp—and I ad- 
mire the gentleman’s earnestness—that with 435 Members 
in this body it is absolutely and physically impossible for 
every Member to take the well of the House and express his 
opinion on pending matters? There is no other way for the 
Members to do it in many instances than by an extension of 
remarks. And is it not further the truth that the gentle- 
man’s constituents desire and demand the CONGRESSIONAL 
Recorp? I cannot get half enough copies to supply the 
demands from my constituents. 

Mr, CANNON of Wisconsin. The gentleman’s constitu- 
ents may desire it, but the gentleman knows that many of 
the 32,000 copies of the CONGRESSIONAL Recorp that are sent 
out daily into rural districts take the place of the Sears- 
Roebuck catalog. The gentleman knows this is true. 

Mr. BLANTON. Mr. Speaker, will the gentleman yield? 

Mr. CANNON of Wisconsin. I yield. 

Mr. BLANTON. May I call the gentleman’s attention to 
the fact that there are 19 big counties in my district, and 
several high schools in each county, and there is a univer- 
sity of the first class and seven big colleges in my district, and 
all these schools maintain a library. Many of them want 
these Recorps. They demand them. With my limited al- 
lotment, I cannot furnish a third of the schools in my dis- 
trict that ask me for them. I cannot get enough to furnish 
daily newspapers and large school libraries in my district 
that demand copies. 

Does not the gentleman think they are a great help to the 
boys and girls in all these schools? 

Mr. CANNON of Wisconsin. I agree with the gentleman's 
statement. If the gentleman will read my bill, he will find 
they are taken care of. 

Mr. HOEPPEL. Mr. Speaker, will the gentleman yield? 

Mr. CANNON of Wisconsin. I yield. 

Mr. HOEPPEL. May I ask the gentleman if he voted for 
any of the gag rules? 

Mr. CANNON of Wisconsin. Yes; I have voted for them. 

Mr. HOEPPEL. Then may I not remark that the gentle- 
man is running true to form when he wants to gag the 
RECORD. 

Mr. LAMBERTSON. Mr. Speaker, will the gentleman 
yield? 

Mr. CANNON of Wisconsin. I yield. 

Mr. LAMBERTSON. If the gentleman persists in his atti- 
tude, will he have any objection if the Democratic Rules 
Committee brings in a rule to override him? 
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Mr. CANNON of Wisconsin. If the Democratic side of this 
House wants to bring in a rule to override my position, they 
are at liberty to do so. 

Mr. ZIONCHECK. Mr. Speaker, will the gentleman yield? 

Mr. CANNON of Wisconsin. I yield. 

Mr. ZIONCHECK. Is the gentleman at this time cam- 
paigning against his predecessor who took up so much of 
the RECORD? 

Mr. CANNON of Wisconsin. To whom does the gentle- 
man refer? 

Mr. ZIONCHECK. To the former Member from Wiscon- 
sin, Mr. Stafford. 

Mr. CANNON of Wisconsin. Am I campaigning against 
him? 

Mr. ZIONCHECK. Yes. 

Mr. CANNON of Wisconsin. I am not campaigning 
against anybody at the present time. 

Mr. ZIONCHECK. He used to take up a lot of the RECORD, 
and I was wondering whether the gentleman was referring 
to him. 

Mr. CANNON of Wisconsin. Mr. Stafford was not my 
opponent. 

Mr. BLANTON. Since his name has been mentioned, will 
the gentleman allow me to say that Mr. Stafford was one of 
the most valuable Members this House ever had. [Applause.] 

Mr. ZIONCHECK. Schafer was the gentleman’s oppo- 
nent, was he not? 

Mr. CANNON of Wisconsin. Yes; Schafer was my oppo- 
nent. 

[Here the gavel fell.] 

Mr. WOODRUM. Mr. Speaker, I ask unanimous consent 
to address the House for 5 minutes. 

The SPEAKER. Is there objection to the request of the 
gentleman from Virginia? 

There was no objection. 

Mr. WOODRUM. Mr. Speaker, I shall join any gentle- 
man of the House in any movement that means real 
economy, but I want to say to my young friend who is 
serving the people of the Nation at a financial sacrifice 
[laughter], that it would be false economy to undertake to 
limit the number of the issues of the CONGRESSIONAL RECORD. 

I agree with the gentleman in saying that the privilege of 
the Recorp is often abused. It is not abused as much at 
this end of the Capitol as it is at the other end of the Capitol, 
but it is abused, and I do think that a great deal of good 
could be accomplished, the size of the Recorp could be 
reduced, and its value as a document of information could 
be increased if there could be some sensible and logical 
understanding between the two bodies and among ourselves 
as to what we put in the RECORD. 

But let me say to you, my colleagues, that it will be a sad 
day in this country whenever the people of the country do 
not have full and ready and accurate information as to 
what we are doing or what we are not doing in this body. 
{Applause.] 

Under existing law each Member is allowed 59 copies of 
the daily Recorp for distribution. The gentleman would 
limit the number of copies to 5 to each Member. 

Five copies of the CONGRESSIONAL Recorp would not supply 
your libraries, or your newspapers, or your debating socie- 
ties. By the time we take one copy at our office and one 
copy at our residence, as most of us like to do, if we read the 
Record at night—as you probably have to do—you would 
not have enough copies to go around, and I think my ex- 
perience and your experience has been that the vice of the 
CONGRESSIONAL Recorp is not in the number of copies, but 
in the liberality with which articles are extended in the 
RECORD. 

Mr. PARSONS. At the other end of the Capitol. 

Mr. WOODRUM. As my friend suggests, at the other 
end of the Capitol. Of course, I cannot say to what body 
I am referring, but I shall leave that to your fertile imagina- 
tion. 

Mr. BLANTON. Will the gentleman yield? 

Mr. WOODRUM. I yield. 
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Mr. BLANTON. Our friend from Wisconsin [Mr. Cannon] 
had in mind the famous extension of remarks made by a 
distinguished Senator from Wisconsin of nearly 100 pages 
of the Recorp, and his enthusiasm is based, possibly, on 
that incident. No Member of the House approves of such 
extensions as that. 

Mr. WOODRUM. I remember the extension that the gen- 
tleman refers to. I remember another extension that I 
figured up cost something like $1,200 or $1,400, in which 
the entire record of some senatorial investigation was re- 
produced in the ConcressrionaL Recorp, and as you gentle- 
men know, you pick up the Record almost every day and see 
where some gentleman has put in the Recorp great columns 
of newspaper articles and editorials. 

Mr. CANNON of Wisconsin. Will the gentleman yield? 

Mr. WOODRUM. Yes. 

Mr. CANNON of Wisconsin. Does the gentleman know 
that a Member of the House a very short time ago sent out 
200,000 copies of a printed speech? 

Mr. KELLER. It was paid for? 

Mr. CANNON of Wisconsin. Yes; it was paid for, but it 
was printed at the Government Printing Office and that 
speech cost $11.30 for the first thousand and $2.30 for every 
additional thousand. This same speech was submitted to 
& reputable union printer here in the city and he was asked 
what 200,000 copies of the speech could be printed for with- 
out any profit to him, and he said, $40 for the first thou- 
sand and $10 for the balance. 

Mr. WOODRUM. Of course, I do not know anything 
about the particular case the gentleman is talking about 
and I do not believe his information is correct. The 
speeches that Members of Congress have printed and sent 
out are paid for by themselves out of their own pockets and 
not at the expense of the taxpayer. They are franked and, 
possibly, the franking privilege may be abused. I am not 
defending that, but the cost of the printing of speeches, 
so far as my information goes, is borne by the Member 
of the House and paid for out of his own pocket. 

Mr. CANNON of Wisconsin. Just one more question. 
May I say that the Printing Office has advised me that they 
are losing money daily on these speeches and that they are 
not receiving the actual cost of printing these speeches. 

Mr. MAY. Will the gentleman yield for a question? 

Mr. WOODRUM. Yes. 

Mr. MAY. With the previous attitude of the general 
press of the country toward the Congress for the last few 
years, what medium has the Congress of the United States 
to use to give their constituents the truth about what they 
are doing except the CONGRESSIONAL RECORD? 

Mr. WOODRUM. That is quite true. 

[Here the gavel fell.] 

Mr. RANKIN. Mr. Speaker, I ask unanimous consent that 
the gentleman may proceed for 5 additional minutes. 

The SPEAKER. Is there objection? 

There was no objection. 

Mr. WOODRUM. Every day there goes out of this body a 
photograph to the people of this country of just what we 
have said and what we have done; and speaking about the 
right to revise your remarks, gentlemen, it is a saving grace 
sometimes. 

I want to say with the utmost kindness, as an old, gray- 
haired Member to a splendid, bright, young gentleman, that 
when he gets his remarks this afternoon he ought to revise 
them, because he is put in the attitude of making a very 
serious aspersion on an honorable body-of which he is a 
Member, and a gentleman ought never to place himself in 
that attitude. [Applause.] 

Mr. BLANTON. Will the gentleman yield? 

Mr. WOODRUM. Yes. 

Mr. BLANTON. And reports during the consideration of 
the economy bill showed that all of the documents that are 
franked by the Government from all the departments, in- 
cluding Congress and all independent offices, constitute only 
one tenth of 1 percent of the deficit in the Post Office 
Department, and the President of the United States in his 
radio address on postal matters said that with the present 
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Post Office force it could handle twice as much mail with the 
same cost at which it is handling the mail now. 

Mr. WOODRUM. Exactly. 

Mr. BLANTON. So the franking privilege, so far as 
handling it in post offices is concerned, has cost the Gov- 
ernment practically nothing. The Post Office employees 
receive nothing additional for handling it. 

Mr. BYRNS. Will the gentleman yield? 

Mr. WOODRUM. I yield. 

Mr. BYRNS. I do not wish to have the Recorp show that 
Members of the House are haying the printing of their 
speeches done at less than cost. The fact is the Govern- 
ment Printer estimates the actual cost of all speeches he 
prints, and Members of Congress reimburse the Government 
for every dollar expended in connection therewith, and, as 
I am informed, plus 10 percent added to cover any possible 
mistake in the estimate. 

Mr. RANKIN. Will the gentleman yield? 

Mr. WOODRUM. I yield. 

Mr. RANKIN. The gentleman from Wisconsin has evi- 
dently been talking with some disgruntled printer who wants 
to do the printing of these speeches. May I call the atten- 
tion of the House to the fact that Congress is being con- 
stantly abused by newspapers for exercising the franking 
privilege, when every newspaper that attacks Congress has 
the franking privilege for papers in its own county, and that 
it costs $102,000,000 more than they pay in postage to carry 
those newspapers and magazines. 

Mr. KELLER. Will the gentleman yield? 

Mr. WOODRUM. Yes. 

Mr. KELLER. I suppose the gentleman’s experience is 
the same as mine, that I pay extra postage on matter that 
I send out for my constituents to more than pay for the 
benefit I derive from the franking privilege. 

Mr. DONDERO. Will the gentleman yield? 

Mr. WOODRUM. I yield. 

Mr. DONDERO. Is it not true that the people of the 
Nation look to this body for the dissemination of informa- 
tion which they can get in no other way? 

Mr. WOODRUM. I think the gentleman is correct. 

Mr. COCHRAN of Missouri. Will the gentleman yield? 

Mr. WOODRUM. Yes. 

Mr. COCHRAN of Missouri. I have sent to the document 
room and procured a copy of the bill introduced by the 
gentleman from Wisconsin. It applies solely for the dis- 
tribution of the Recor». There is nothing in it regarding 
the abuse of the Recor. If there is anything that should 
be done in the House it is to correct that abuse, and I might 
add the Senate should act first. 

Yesterday I talked with the gentleman from New York 
(Mr. SNELL] and suggested to him that he confer with the 
Democratic leader [Mr. Byrns], agree upon two men on 
each side of the House, and let the House know that four 
men have been appointed who would be on the floor in the 
future to object to any unanimous-consent agreement to 
put anything in the Recorp other than Members’ own re- 
marks. I refer to the insertion of editorials and newspaper 
articles. 

Mr. WOODRUM. I am somewhat in sympathy with that, 
except for this fact: I have seen that rule enforced in the 
House, and the only result was that it deprived our col- 
leagues of putting in what they wanted to put in and the 
matter was inserted usually at the other end of the Capitol. 
If you enforce it at all, it ought to be enforced at both ends 
of the Capitol. 

[Here the gavel fell.] 

MEETING TOMORROW AT 11 O'CLOCK 

Mr. BYRNS. Mr. Speaker, I ask unanimous consent that 
when the House adjourns today it adjourn to meet at 11 
o’clock tomorrow. 

The SPEAKER. Is there objection to the request of the 
gentleman from Tennessee? 

Mr. ROGERS of Oklahoma. Mr. Speaker, reserving the 
right to object, and I shall not object, I want to make this 
explanation, that because I did not object to the request of 
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the gentleman from Wisconsin I do not wish it understood 
that I agreed to everything he said. 

Mr. BLANTON. Reserving the right to object, I want 
to call the attention of my friend from Wisconsin [Mr. 
Cannon] to the fact that while he was reflecting on the 
remarks he made against extensions, the gentleman from 
Michigan [Mr. Worcorr! has just gotten permission to 
extend his remarks in the RECORD. 

Mr. CANNON of Wisconsin. I am letting the matter go 
by for today; but I shall begin tomorrow. 

Mr. LAMBETH. Mr. Speaker, the gentleman from Wis- 
consin in his colloquy with the gentleman from Virginia 
stated that the Government Printing Office loses vast sums 
of money in reprinting the speeches of Members of Congress, 
implying that that is the cause of the deficit. I want to say 
that that is not the fact. I have official information from 
the Public Printer that he figures the cost of printing the 
speeches and sells them to Members at cost. I want to say, 
too, that the gentleman reflected seriously and unjustly on 
the integrity and ability of a faithful public servant who 
D in charge of the Recorp for over 50 years—Andy 

ith. 
PERMISSION TO ADDRESS THE HOUSE 

Mr. WEIDEMAN. Mr. Speaker, I ask unanimous consent 
to address the House for 10 minutes. 

The SPEAKER. Is there objection? 

There was no objection. 

THE GOVERNMENT SHOULD CONTROL THE BANKS—BANES MUST NOT 
CONTROL GOVERNMENT 

Mr. CANNON of Wisconsin. Mr. Speaker, will the gen- 
tleman yield? 

Mr. WEIDEMAN. I cannot yield now. 

Mr. Speaker, I have obtained this time in order to speak 
on the bill introduced by the Chairman of the Committee 
on Banking and Currency, H.R. 5661, but before doing that 
I want to comment on the matter that the gentleman from 
Wisconsin discussed. He would curtail the distribution of 
the CONGRESSIONAL ReEcorD. I would be in favor of increas- 
ing the number of CONGRESSIONAL Recorps allotted to each 
Member, to distribute throughout the country, so that the 
people may know the work that we are actually doing here. 
{[Applause.] The CONGRESSIONAL Recorp will stand as a part 
of the current history of the country. Of course, it is un- 
fortunate that the gentleman who preceded me in the 
Seventy-second Congress [Mr. Clancy] and who was on 
the Republican side of the House, distributed the CONGRES- 
SIONAL RECORD to the presidents of boards of commerce, bank 
presidents, industrial executives, Wall Street, and so on. I 
have changed that method of distribution. I send mine out 
to every school that applies and to the people back home 
who want to know and should know what is going on, and 
if we could have a few more copies of this Recorp to send 
back to the people, to the tillers of the soil and the workers 
in the factories, we might have some changes of faces here, 
more than we have had in the past. I am anxious to have 
my people know what I am doing. 

I compliment Members here whose faces I see today, some 
of the older faces. I see them here day after day and week 
after week. They do not miss a minute. It is necessary 
to print this Recorp so that the people who are elected here 
to Congress, but who do not seem to have time to attend 
the sessions, may know what is going on. I say this because 
of the fact that so many Members evidently do not have time 
to attend the sessions of Congress. Many of them spend 
their time looking for jobs in the departments, when they 
are paid to be here to discuss this and other matters of 
interest to all of them, whether Republican or Democratic. 
This is our open forum for discussion, where we meet and 
exchange views, and I, for one, will willingly vote to increase 
the number of CoNnGRESSIONAL ReEcorDs to be distributed 
throughout the country at any time. [Applause.] 

Mr. CANNON of Wisconsin. Mr. Speaker, will the gentle- 
man yield? 

SOME SUBSIDIES OF GOVERNMENT 

Mr. WEIDEMAN. No. The gentleman has shown much 

concern over the cost of this Recorp. I wonder if he has 
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raised his voice against the subsidy given to the newspapers, 
amounting to $102,000,000 every year. The Post Office De- 
partment donates this amount to the newspapers yearly, due 
to losses suffered in carrying their mail. I wonder if he 
has raised his voice, either on the floor or by an extension 
of remarks, against the subsidy given to the steamship lines, 
amounting to $21,000,000; and whether he has raised his 
voice, either by extension of remarks or on the floor of the 
House, against the subsidy of $20,000,000 a year given to the 
aircraft lines. Let us not quibble over these little things; 
let us get at these big subsidies. Let us get down to the root 
of this thing, down to the banking situation in this country, 
which controls us all. 
MONEY CONTROLS PUBLIC OPINION 

How far do the bankers exercise their control over the 
country? I mention this because we are to be asked to pass 
a bank bill in a few days. They control radio, and how! 
They control.the movie industry and sell the people worth- 
less stock, they rob and commit -pillage of the people day 
in and day out, by stock issues. First, there is Wall Street. 
What does Wall Street control, and the House of Morgan 
and the House of Kuhn-Loeb, and all the rest of them? 
They control all of the voting stock in radio, banks, and the 
motion-picture industry and they control the means of pub- 
licity that some Members of Congress are fearful of. They 
determine whether or not you men are going to be sent back 
here. You will not come back if you are afraid. Of course, 
I do not expect to get any of that publicity from the con- 
trolled press or radio; I do not want it. I got a call only 
last week when voting on the radio bill, A boy that I at- 
tended college with 15 years ago called me up from New 
York and asked me how I was going to vote on the investi- 
gation of the movie industry. He said that one of the 
owners of the chain theaters and chain radio in Detroit 
was there with him in New York and also wanted to know 
how I was going to vote. I voted for the investigation. 
That is my answer. Wall Street tries to control your vote, 
and everybody else’s, by threat. That was an indirect threat. 
I do not expect to get any advantage from them. I do not 
want it. They did not send me here. I am solely respon- 
sible to the ordinary citizens and not to Wall Street or the 
subsidized press. 

ST. LAWRENCE WATERWAY 

We had a matter up here in respect to the St. Lawrence 
waterway. I voted to refer that bill back to the committee 
and then refer it back to the House with instructions that 
our vote on the ratification of the agreement made between 
the Power Authority of the State of New York and the 
United States Government should not be construed as the 
feeling of the House on the waterway. I did that for this 
reason: I do not think the United States got as fair a deal 
in that treaty as it was entitled to. Ninety percent of the 
St. Lawrence River lies wholly within Canada. 


UNITED STATES OUTMANEUVERED 


A Canadian editorial appearing in the Toronto Mail and 
Empire of July 18, 1932, places the cost to the Canadian 
treasury at $38,000,000 and the cost to the United States, 
part of which is assumed by New York State, at $600,000,000. 
The Canadian Minister has worked on this treaty, and they 
have provided that all of the work done in Canada must be 
performed by Canadian labor, and that all of the material 
must be Canadian material—and still we are paying over 
66 percent of the cost of that. Of the horsepower to be 
developed, Canada gets four fifths and the United States 
one fifth. 

AMERICA FIRST 

Now, do you think Uncle Sam is getting a fair deal? 
Ido not. I am interested in protecting the rights of Ameri- 
can citizens, American labor, American capital, and Ameri- 
can seaports. In addition, the St. Lawrence River is only 
open 742 months a year. There has been a lot of ballyhoo, 
and one of the newspapers in Detroit, which is also tied 
up with these bankers, said, Why stab the seaway? I did 
not stab the seaway. I voted for the ratification of the 
power agreement, but I am interested in protecting Ameri- 
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can rights, and do not want American citizens taxed for this 
construction, and advantages given to Canada. I am not 
interested in destroying the ports on the Great Lakes. It 
is another well-known fact that we have had uniform con- 
trol of Lake Michigan all these years, and under this treaty 
we make Lake Michigan an international lake. I am more 
interested in this country than I am in England, despite 
the fact that our former administration seemed to be more 
concerned in the welfare of England than in the welfare 
of this country in the drawing of treaties. The former 
administration even went overseas to get these new brass 
doors for the Commerce Building at a cost of $6,000 a door. 
I hope we do not follow in their footsteps. 

Now, I want to bring to the attention of some of the 
new Members something that I have discovered since I have 
been here. There is not anything so mysterious about 
money that we cannot all understand it; and if there is 
any piece of legislation that is brought before this House 
that you cannot understand, you have no business passing 
it on to the general public to be a law to govern them. It 
is when we make laws mysterious and unintelligible that we 
get into deep water. Let us keep our laws in plain language, 
in simple facts, so that we can all understand them and 
we will not get far away from our duty. 

CONGRESS SHOULD BE INFORMED 

The Federal Reserve Board publishes a bulletin every 
month. You will not get this bulletin unless you ask for it. 
I advise every Member of Congress to write to the Federal 
Reserve Board and ask them to send you their bulletin pub- 
lished each month. It has worlds of information in it. 
You can see the trends of money, the foreign exchange, and 
many other things, and I advise you all to get that. Of 
course, I am speaking to the new Members, I cannot speak 
to the old Members, but after listening to some of them, I 
think perhaps they should read some of these things, too. 
(Laughter.] 

Here is the annual report of the Federal Reserve Board. 
That is just full of statistics concerning banking and cur- 
rency, and you will have to write for that, too. You will 
have to insist on it. After you write for the Federal Reserve 
Bulletin, ask that you be placed on the mailing list or you 
will only get one issue. 

I would also advise you to get a copy of the Federal 
Reserve Act and read it through. You are charged with 
governing the finances of this country, and I will venture to 
say there are not 2 percent of the Members of this House 
who have ever read that act. I want to commend that to 
the Members who are interested in the financial condition 
of this country. 


MEMBERS DISCUSS BANKING BILL 


Last week we met in a little group. There were Repre- 
sentatives KELLER, of Illinois, Parman, of Texas, MCFARLANE, 
of Texas, Parsons, of Illinois, Judge Frestncer, of Ohio, Forp 
and Kramer, of California, ZioncHEcK, of Washington, LLOYD, 
of Washington, Knure HILL, of Washington, and about 30 
other men who were present at this conference to discover 
what was in this bill. We are interested in restoring the 
financial system in this country to the proper hands. I 
think it is the duty of every Member of Congress to know 
what is in a bill before he votes for it. In line with that, 
Mr. MCFARLANE and myself, after consulting with those 
gentlemen, spent a little time going over this bill. I have 
prepared some amendments to H.R. 5661, the Steagall bill, 
which amends the Federal Reserve Act. 


SHOULD WE AMEND BILL? 


I think if you are going to give the banking powers back 
to Wall Street you should at least do your constituents the 
courtesy of reading this bill through. You are charged with 
knowledge of what is in the bill. In section 3 of the bill this 
is what they do: In section 3 we have a new section amend- 
ing the old law. The old act provided that after the Federal 
Reserve bank gets $160,000,000 in reserve the surplus should 
be turned back to the Treasury of the United States. The 
original provision in the Federal Reserve Act provided for a 
reserve in the Federal Reserve bank of $40,000,000. When 
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they got the $40,000,000, so that they would not have to pay 
anything to the Government, the bankers increased it to 
$160,000,000. Now, what does this bill propose to do? On 
page 5, line 4, H.R. 5661 provides: 

Net earnings shall be paid into the surplus fund of the Federal 
Reserve bank, 

Do not you see what you are doing? You are giving 
away the entire power to control money in this country, 
and you are giving it to Wall Street. You are giving them 
an absolute franchise on money. For what? For nothing. 
They give the country nothing. I wish I had that franchise. 
Just think of it. If you could give me bonds and I could 
have money printed on them and go out and lend it at 
whatever rate of interest I could get, anyone could make 
money. One of my amendments is to strike that language 
from the bill entirely. The other amendment is where it 
reads Federal Reserve bank ”, to strike out those words and 
insert the United States Government.” 

The Federal Reserve banks are not owned by the Govern- 
ment. They are private institutions. They are entitled to 
6 percent of the earnings that they make. What were the 
earnings in 1931? That is the last report I could get. Why, 
you people are robbed blind by the expenses incurred by 
the Federal Reserve banks. From the very inception they 
would buy a piece of property at $60,000 for bank sites and 
sell it back to the Government within a few months for 
$300,000; not only once, but many times. I use these figures 
for purposes of illustration. 

Now, about earnings, the gross earnings of the Federal 
Reserve banks in 1931 amounted to $29,701,000, or $6,723,000 
less than in 1930, and were lower than any other preceding 
year since 1917. After deducting current expenses of 
$27,040,000, somewhat less than the previous year, and 
allowing for the depreciation on bank currencies, reserve 
for losses, and so forth, there remained net earnings of 
$2,000,000. Just think of the expense to run the Federal 
Reserve banks of this country. Twenty-seven million dol- 
lars, which goes out mostly in salaries to executives, for 
paying telephone bills, business losses, and so forth. I ask 
you to examine this some day. They are just committing 
robbery upon the people day after day. This is the first 
section to which I call your attention, section 3. 

The second is section 4. On page 5, line 10, they have 
included Morris Plan banks. They are allowed the right of 
getting Government privileges the same as Federal Reserve 
banks and State banks. I do not know of any single reason 
why this private group of highwaymen calling themselves 
the “ Morris Plan Bank,” should be allowed the privilege of 
using Government money. If we would follow the plans 
outlined by the gentleman from Texas [Mr. Patman] and 
the gentleman from Illinois [Mr. KELLER], we could pay the 
soldiers’ adjusted-compensation certificates twice over. 

Another matter to which I wish to call your attention is 
page 8, section 5, line 11. I have prepared amendments on 
all of these. We hope to be able to offer amendments under 
the 5-minute rule. Iam taking these matters up in advance 
to advise the Membership what I have found. I have spent 
considerable time trying to analyze this bill, but did not 
nearly get through it. We are hoping that tonight the same 
group of interested men who are trying to save this country 
will get together to discuss this matter further. 

This language reads: 

The Secretary of the Treasury and the Comptroller of the 
Currency shall be ineligible during the time they are in office 
and for 2 years thereafter to hold any office, position, or employ- 
ment in any member bank. The appointive members of the 
Federal Reserve Board shall be ineligible during the time they 
are in office and for 2 years thereafter to hold any office, position, 
or employment in any member bank, except that this restriction 
shall not apply to a member who has served the full term for 
which he was appointed. 

Why, that is just the man we should reach, and I shall 
seek to modify this language. If we are going to get the 
banking situation back in the hands of the people, back in 
the hands of the Government, we have got to take it out of 
the hands of the big bankers. We trusted them and see 
what they have done to us. 
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SHOULD BANKERS BE APPOINTED FOR 12 YEARS 


Farther down on page 8 the term of office is fixed at 
not to exceed 12 years as the term of any appointive member 
of the Federal Reserve Board. 

I propose to offer an amendment reducing the term to 
6 years. 

[Here the gavel fell.] 

Mr. WEIDEMAN. Mr. Speaker, I ask unanimous consent 
to proceed for 5 additional minutes. 

The SPEAKER. Is there objection to the request of the 
gentleman from Michigan? 

There was no objection. 

Mr. DONDERO. Mr. Speaker, will the gentleman yield 
for a short statement? 

Mr. WEIDEMAN. Yes; I yield to my colleague from 
Michigan. 

Mr. DONDERO. The gentleman made the statement that 
he had voted for the ratification of the treaty. between Can- 
ada and the United States. I do not think the gentleman 
meant that. 

Mr. WEIDEMAN. No; I did not say that. 

Mr. DONDERO. Treaties are ratified at the other end of 
the Capitol. 

Mr. WEIDEMAN. I think the gentleman misunderstood 
me. I said I voted for the ratification of the agreement 
between the Power Authority of the State of New York and 
the Federal Government. 

Now, let me call the attention of the House to one or two 
other matters. 

We elect our Senators for only 6 years, and that is too 
long; they get too far away from the people. This is my 
first term, but I see now how easy it is to get out of contact 
with things at home. The Members live in a different at- 
mosphere here in Washington. They live in a different 
background, and I can well understand how easy it is to 
become divorced from the feelings of the people. 

I propose to offer an amendment changing the term from 
12 years to 6 years. With the term of 12 years, no adminis- 
tration can control the Federal Reserve Board. With the 
term fixed at 6 years for new appointees, the President can 
get control of the Board and appoint members who will act 
in the interests of the people of the United States and for 
their benefit. 

I wish to call attention also to section 12 (a), a new sec- 
tion which creates a Federal open-market committee. This 
is going to deal with the international aspects of banking 
operations. I have not time to go into it now, but I ask 
you to read this section carefully, and examine it, to see 
that you know what it is, and then follow it back through 
the Federal Reserve Act and through the United States Code 
so you can see the change that has been made. 

Another matter I wish to speak of is section 9 on page 
14 which amends section 14 of the Federal Reserve Act as 
amended. I propose to offer an amendment providing that 
they shall report all relationships and transactions to the 
Congress of the United States on the 1st day of January 
of each year. This relates to international dealings. Why, 
the bankers here have loaned hundreds of millions of dol- 
lars on foreign securities. I have a list here but I have not 
time to go into the matter at this time. I propose that the 
Congress shall know where our money is going, how many 
hundreds of millions of dollars of the people’s money is 
being invested in foreign countries for the building up of 
industries employing cheap foreign labor to compete with 
the industries of our own country. 


SHOULD BANKERS USE GOVERNMENT MONEY FREE? 


Section 8 provides for advances to member banks, and so 
forth. I propose to offer an amendment to section 8, page 
13, line 17, by inserting, after the word Board — and this 
deals with revenues—the following words: 

But not to be less than 2 percent interest per annum. 


I propose that a charge be placed upon Federal Reserve 
banks for Government money that they use. 

I propose, inasmuch as the other law did not fix any charge 
and Professor Goldenweiser, before the investigating com- 
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mittee, said that the banks had fixed a zero charge for the 
use of this money, and that is how the Government got 
gyped—I propose to write in here-2 percent. Do you know 
why? ‘The Federal Reserve bank, for instance, finances 
automobile purchases. In short, the General Motors sells 
you a car and they take the paper to the bank and the Gov- 
ernment gives them Federal Reserve money, for which they 
pay the usual rate of interest. The Federal Reserve does 
not pay anything for the use of this Government currency, 
still General Motors charges the person who buys the auto- 
mobile 21 percent for financing charges. That is how they 
are making money off us. 
LIMIT SALARIES TO $15,000 A YEAR 

There is another provision in here, section 5 (b), with 
respect to the payment of salaries, and I propose to insert 
there, after the word “therewith ”, in line 25, page 9, the 
following: 


Provided, That no officer, member, or employee whatsoever shall 
receive a salary or remuneration in excess of $15,000 a year. 


They say we cannot get a good banker for $15,000 a year. 
We have had $200,000-a-year bankers and they robbed us, 
did they not? I say you can get honest men for $15,000 a 
year. If we can get a Vice President to serve the United 
States who is honest and who is guarding the interests of 
the people for $15,000, I say you can get bankers to work for 
$15,000 a year. [Applause.] 

The following statements are included to show to what 
extent the original purposes of the Federal Reserve have 
been changed, and to what limits the international bankers 
will go in their attempts to control the entire economic and 
financial structure of the United States and of the entire 
world. 


AMENDMENTS TO THE FEDERAL RESERVE ACT PROVIDING FOR THE SALE 
OF FOREIGN SECURITIES IN THE UNITED STATES AND FOR THE INVEST- 
MENT BY NATIONAL BANKS OF THEIR DEPOSITORS’ MONEY IN THE 
STOCKS OF INVESTMENT TRUSTS AND OF BANKS ENGAGED IN FOREIGN 
BANKING 


The following statement is offered in explanation of the 
foreign banking amendments to the Federal Reserve Act, as 
part of the history of this act: 


Acts were approved September 17, 1919; December 24, 1919; and 
June 15, 1921, all relating to the same general subject matter, 
namely, the investment by national banks in the stock of cor- 
2 rations engaged in foreign banking and other international 

ancial operations, and the tion and operation of such 
corporations under Federal law and subject to Federal supervision. 
After the close of the war it became apparent that the adequate 
financing of foreign trade would require credit facilities of a kind 
which could not properly be furnished by banks doing a strictly 
commercial business, and that such special facilities 
could be furnished in a large way only by corporations with au- 
thority to purchase foreign securities and paper representing 
long-term credits, and with authority to issue and sell to the pub- 
lic their own debentures secured by such securities and long-term 

aper. 

The act of September 7, 1916, had amended section 25 of the 
Federal Reserve Act so as to authorize the larger national banks— 
that is, banks with capital and surplus of not less than $1,000,- 
000—to invest, in the stock of “banks or corporations * * » 
principally engaged in international or foreign banking.” There 
seemed to be some doubt, however, whether this authority to in- 
vest in stock of banks or corporations engaged in banking gave 
the right to invest in stock of these debenture-issuing or invest- 
ment corporations. Furthermore, it seemed desirable for the 
encouragement of such corporations to authorize investments in 
their stock by all national banks, both large and small. Conse- 
quently, the act of September 17, 1919, was passed, authorizing 
national banks, until January 1, 1921, and without regard to the 
amount of their capital and surplus, to invest in the stock of cor- 
porations “principally engaged in such phases of international 
or foreign Handal operations as may be n to facilitate 
the 5 of goods, wares, or merchandise from the United States 
or any of its dependencies or insular possessions to any foreign 
country.” 

Section 25, as thus amended, in terms authorizes national banks, 
upon the conditions and subject to the limitations therein stated, 
to invest in the stock of banks or corporations of the specified 
kinds which are “ chartered or incorporated under the laws of the 
United States or any State thereof”; but, as a matter of fact, no 
provision was made for the incorporation under Federal law of 
such banks and corporations until the enactment of the so-called 
“Edge Act", approved December 24, 1919. 

This act added to the Federal Reserve Act a section, designated 
section 25 (a), which authorizes the tion of corporations 
“for the purpose of engaging in international or foreign financial 
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operations”, thus permitting the Federal incorporation of both 
types of corporations referred to in section 25; that is, banks doing 
a commercial banking business and corporations issuing deben- 
tures and doing an investment business. The act also describes 
the powers of such banks and corporations and gives to the Fed- 
eral Reserve Board full power to examine, supervise, and regulate 
their operations, 
Section 25 (a) as originally enacted required that corporations 
organized under it should have a capital of not less than $2,000,000, 
one quarter of which must be paid in before the corporation is 
authorized to commence business, and the balance in 10-percent 
iarann at the rate of one every 2 months. This requirement 
by the act approved June 14, 1921, which provides 
3 effect that a corporation with an authorized capital in excess 
of $2,000,000 may apply for the consent of the Federal Reserve 
Board that such excess be paid in on call of the board of directors, 
provided that in all events 25 percent of the total capital must be 
paid in before the corporation commences business. 


The words “ debenture-issuing or investment corporations ” 
mean investment trusts. The other corporations that can 
be organized under section 25 and 25 (a) of the Federal 
Reserve Act do a foreign banking business, as, for instance, 
the Chase National Bank, financial friend of Soviet Russia, 
but do not issue debentures, bonds, or notes. 


Under these amendments to the Federal Reserve Act—that is, 
under section 25 and section 25 (a)—foreign securities were 
brought into the United States in blocks. These blocks were 
divided and distributed in lots to investment trusts. The national 
banks were permitted to invest in the stock of these Federal Re- 
serve investment trusts practically without limit. Shares of the 
investment trusts were then sold. The Comptroller of the Cur- 
rency defined marketable securities in such a manner as to include 
them. These foreign securities are not the same securities as those 
which were floated in this country. These securities, in the most 
part, were floated abroad and on foreign stock ex- 
changes. The total amount of such securities put into the United 
States investment trusts under the supervision of the Federal 
Reserve Board is a large one. 


GOVERNMENT AIDS INVESTMENT TRUSTS 


The effect of bringing those foreign securities into the United 
States was disastrous. They were brought in here in lieu of gold. 
During the past 6 years the United States has gained no gold on 
net account. When the shares of the investment trusts sank to a 
few cents on the dollar the unreliable foreign securities carried 
down the United States securities with which they were inter- 
mingled. This led to the formation of the superinvestment trust 
known as the “ Reconstruction Finance Corporation.” During the 
hearings on the Reconstruction Finance Corporation bill someone 
asked if the Corporation was designed to help private bankers. 
A gentleman at the other end of the Capitol said it would “ relieve 
investment trusts.” The Reconstruction Finance Corporation 
might have been formed under existing law; the chief object of 
the specific bill was to capitalize it with Treasury funds. If the 
Federal Reserve Act had not been amended in section 25 and by 
the addition of section 25 (a), the Reconstruction Finance Corpo- 
ration, unconstitutional and dangerous, would never have been 
formed. 

The nature of the foreign securities which were unloaded on 
the United States under sections 25 and 25 (a) is shown in the 
following list of German securities held by the United Founders 
and its subsidiaries (about May 1931). It has been said that 
international bankers have repurchased many of these securities 
at trifling cost. This scheme paid billions to its promoters and, 
by means of it, hundreds of small United States banks were 
ruthlessly and deliberately destroyed to make way for predatory 
branch banking on a Nation-wide scale. 

Could anything be more dangerous than the transformation of 
national banks into investment trusts, with power to sell question- 
able foreign securities to our nationals under cover of deceptive 
corporate titles? 

HOW THE BANKERS GAMBLED WITH AMERICAN MONEY. 
United Founders 

This is a holding company owning a majority of the shares of 
2 investment companies and of 1 public-utility holding company 
(United States Electric Power Corporation). It has an interest 
in the of The Public Utility Holding Corporation of 
America. It is the largest stockholder but not the controlling 
stockholder of The Public Utility Holding Corporation of America. 
Until recently, it has had Allied General Corporation associated 
with it as a security distributing company. 

1. The United States Electric Power Corporation owns 70 2 
of the common stock of Standard Power & Light, which 
owns a majority of the common stock of Standard Gas & Elec- 
tricity, which, with its subsidiaries and affiliated companies, con- 
stitutes a Nation-wide system of public-utility companies, 

2. The two investment companies which are subsidiaries of 
United Founders have in turn several subsidiaries of their own. 

In general, the United Founders group may be considered as 
being chiefly composed of the following members: 

1, United Founders Corporation. 

2. American Founders Corporation. 

3. International Securities Corporation of America. 
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4. Second International Securities Corporation. 

5. United States & British International Co., Ltd. 

6, American & General Securities Corporation. 

7. American & Continental Corporation (engaged in extending 
intermediate credits to countries on the Continent). 

8. Investment Trust. Associates. 

9. United States Electric Power Corporation. 

10. Standard Light & Power Corporation. 

11. North & South American Corporation. 

12. Interest in Trans-Oceanic Finance Subsidiary, Ltd., an in- 
vestment trust, and its affiliate, organized in England with Hel- 
bert, Wagg & Co., Ltd. 

13. International & General Corporation; Tri-Continental Cor- 
poration; and Ephrussi & Co., of Vienna. 

14. United National Corporation (affiliate of American Founders). 

15, Insuranshares ration of Delaware. 

16. Allied General Corporation (former connection). 

These concerns have a common office and own stock of one 
another and make investments with a common purpose. Their 
investment policy may be discovered by analyzing their invest- 
ments. 

1. United Founders has, among other investments, the following 
stocks of German utility companies: 


Reichsmarks 
Bank for Electrical Securities 294, 600 
Charlottenburg Water Works. -- 684. 000 
Electric Light & Power Co- — 402,600 
German Continental Gas Co_------------------------. 654, 000 
.... . —. ̃7˙ . 1, 450, 500 
Hamburg Electricity Works 572, 000 
Rhine-Westphalia Electric Power Corporation — 731,600 
Silesian Electric Work 444«c„4„„40!i 446, 100 
Silesian Electricity & Gas Co 282, 000 
2. American Founders has the following stocks of German utility 
companies: 
Reichsmarks 
Bank for Electrical Securities 294, 600 
Charlottenburg Water Works 684, 000 
Electric Light & Power Co 402, 600 
German Continental Gas Co_----------------.-.---... 654, 000 
7 ˙ PTT 1. 450, 500 
Hamburg Electricity Works. 572, 000 
Rhine-Westphalia Electric Power Corporation 731, 600 
Bilesian Electric Work - 446,100 
Silesian Electricity & Gas Co—— 282, 000 


3. International Securities Corporation of America has the fol- 
lowing stocks of German utility companies: 


Reichsmarks 
Bank for Electrical Securities 150, 000 
Charlottenburg Water WorksS---------------------------- 358, 000 
Electric Light & Power Co 110. 600 
German Continental Gas Co- 198. 000 
Nenne!!! —“?! 656. 000 
Hamburg Electricity Works — 172. 000 
Rhine-Westphalia Electric Power Corporation 152, 800 
Silesian Electric Works.........--..--~---~----....----- 82, 700 
Silesian Electricity & Gas Co 90, 000 


4. Second International Corporation of America has the following 
stocks of German utility companies: 


Reichsmarks 
Bank for Electrical Securities 9. 000 
Electric Light & Power Co 116, 000 
German Continental Gas Co_--.-~---------------------- 72. 000 
“ Gesfurel ” . 22 12 no nnn nee ees nce 176, 900 
Hamburg Electricity Works 99, 000 
Rhine-Westphalia Electric Power Corporation 188, 800 
Bilesian. Electric: Works „41%. =. 89, 500 
Silesian Electricity & Gas Co 81. 000 


5. United States & British International Co., Ltd., has the 
following stocks of German utility companies: 


Bank for Electrical Securities. 
Charlottenburg Water Works 
Electric Light & Power Co-_-----.---------------------- 

German Continental Gas COo——— - — 102, 000 
pay) dae eee ee ↄ .. . a 
Hamburg Electricity Works 
Rhine-Westphalia Electric Power Corporation 5 
Silesian Electric Works „4!!! 


6. American & General Securities Corporation owns the following 
stocks of German utility companies: 
Reichsmarks 


Bank for Electrical Securities 980, 000 
Charlottenburg Water Works. 


Electric Light & Power Co 
German Continental Gas Co. 


< Cleef urel P55 so5 ene 148, 500 
Hamburg Electricity Works 112, 000 
Rhine-Westphalia Electric Power Corporation 172, 500 
Silesian Electric Works. ...-.------.-----------=-=-~==--- 88, 700 
Silesian Electricity & Gas Co- ͤ :- 60, 000 


7. American & Continental Corporation owns the following shares 
in a German utility company: 
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Reichsmarks 
German Continental Gas 222 ĩͤ STA 


8. Investment Trust Associates lists no stocks of German utility 
companies, but it owns stocks of this description indirectly through 
its ownership of stock in investment companies. 

9. United States Electric Power Corporation (none specified). 

10. Standard Power & Light Corporation (none specified). 

11. North & South American Corporation owns the following 
stocks of German utility companies: 


Reichsmarks 
Allgemeine Elektricitaets Gesellschaft 166, 000 
Deutsche Continental Gas Gesellschaft zu Dessau 100, 000 
POTON Sst sR Et eine ona N 242, 000 
Hamburg Electricity Works 


Rhine-Westphalia Electric Power Corporation. 
Elektrizitaets A.G., formerly Schuckert & Co 


Leaving 8, 9, and 10 out of consideration because their owner- 
ship of foreign utility stocks cannot be stated, it appears that 
members of the United Founders group marketed in this country, 
under cover of their own debentures, stocks of German public- 
utilities companies having a par value of 17,026,300 reichsmarks. 
The price at which these foreign securities were unloaded on the 
American public is a matter which should be inquired into. 


German public-utility bonds 
1. OWNED BY UNITED FOUNDERS 


Berlin City Beere ao a dollars 196. 000 
Berlin Electric Elevated & Underground RR. do 106, 000 
Consolidated Hydroelectric Works of Upper Wurttem- 

ü NAS Sen RRL La Taner Ra Er Gara dollars.. 94, 000 
Electric Power Corporation do 32,000 
German General Electric Co do 25, 000 
SORT ORO 8 to oe oak eee do. 115, 000 
Leipzig Overland Power Cos do. 150, 000 
Mannheim & Palatinate Elevated Co do 78, 000 
Pomerania Electric COo——— „„ do- 156, 000 
Rhine-Westphalia Electric Power Corporation do. 135, 000 

bs are en mg; . Sk | do 50, 000 
Saxon Public Works, ne.... „ do.... 74,000 
1 9 Ph ot tn ioe I RG T AG Lert erage ork needs Raa eet do. 162, 000 
Silesia Electric Corporation do 59. 000 
Westphalia United Electric Power Corporation do 160, 000 
East Bavarian Hydroelectric Co..........-- reichsmarks__ 248, 800 
2. OWNED BY AMERICAN FOUNDERS 
Berlin “City Biectricis. x dollars 196, 000 
Berlin Electric Elevated & Underground RR. do 106, 000 


Consolidated Hydroelectric Works of Upper Wurttem- 


Leipzig Overland Power Cos 


Mannheim & Palatinate Elevated Co do 78, 000 
a y se a do 156, 000 
Rhine-Westphalia Electric Power Corporation do. 135, 000 
Sats SEY SIE Pied Dek ie OO FER Sere do 000 
Baron PUDE WRS Ines5 2 ae ae do 74. 000 
| 0 ne fest wt? Esa Sd) re SE eas ok eed et] Ce bee aS do 162, 000 
Silesia Electric Corporation 4% do. 59,000 
Westphalia United Electric Power Corporation do 110, 000 
East Bavarian Hydroelectric Co.---------- -reichsmarks_. 248, 800 
3. OWNED BY INTERNATIONAL SECURITIES CORPORATION 
Berlin eee % dollars 156, 000 
Berlin Electric Elevated & Underground RR. do 80, 000 


Consolidated Hydroelectric Works of Upper Wurttem- 
is el SAA Baa oll 


berg 


pt eee oS SSR ĩðͤ AR SOTAA EN, (CME CUAL 
Saxon Public Works, Inc do 49, 000 
a n ahs os hares Sener See ah do 152, 000 
Silesia Electric Corporation do 49,000 
Westphalia United Electric Power Corporation do 50. 000 
East Bavarian Hydroelectric Co- reichsmarks_. 248, 800 
4. OWNED BY SECOND INTERNATIONAL SECURITIES CORPORATION 
Berlin Sit Neri. dollars.. 5, 000 
Berlin Electric Elevated & Underground RR do. 5,000 
Electric Power Corporation do 22,000 
Ae rra one oth otis ee ee et re cleereeeet = do 5,000 
Leipzig Overland Power Cos do. 25,000 
Mannheim & Palatinate Elevated Co—— do. 15,000 
Rhine-Westphalia Electric Power Corporation do 5,000 
Westphalia United Electric Power Corporation do 50, 000 


5. OWNED BY UNITED STATES & BRITISH INTERNATIONAL CO., LTD. 


Berlin City Hlectrie. dollars 5, 000 
Berlin Electric Elevated & Underground RR. do 16, 000 
Consolidated Hydroelectric Works of Upper Wurttem- 

CCC ae ae peat A hn aire ioe dollars.. 5, 000 
Electric Power Corporation do... 5, 000 
A E S ENa AAE ENE S EES Sie E A AA a LE EEA cos 5 5, 000 
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German public-utility bonds—Continued 
B. OWNED BY UNITED STATES & BRITISH INTERNATIONAL co., LTD.—Con. 
$25, 000 


J 
5 
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5 
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| 


5 

255... —————̃ — —86d — 5, 

Saxon Public Works, Inc 5 
Do 


Silesia Electric 
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6. OWNED BY AMERICAN & GENERAL SECURITIES CORPORATION 
Berlin City Mocirla- a en renee nena $5, 


Berlin Electric Elevated and Underground RR 
Consolidated Hydroelectric Works of Upper Wurttem- 


jz] 
5 
l 
8888 338888388888 88 8888883 


Leipzig Overland Power Cos 
Mannheim & Palatinate Electric Co. 


Do 
Silesia Electric 
Westphalia United Electric Power Corporation 


7. OWNED BY AMERICAN & CONTINENTAL CORPORATION 
a TEU Chr gp Bore Se eS ee ee ee 
German General Electric Co- —.— 
Rhine-Westphalia Electric Power Corporation 
e ee e = ne a e ia 


8. OWNED BY INVESTMENT TRUST ASSOCIATES 
None specified, å 
9. OWNED BY UNITED STATES ELECTRIC POWER CORPORATION 
None specified. 
10. OWNED BY STANDARD LIGHT & POWER CORPORATION 
None specified. 
11. OWNED BY NORTH & SOUTH AMERICAN CORPORATION 


None specified, 

From the foregoing lists it may be seen that German public- 
utility stocks and bonds were taken in “blocks” and distributed 
among certain companies of the United Founders group. 

The extent to which German bank stocks and bonds are owned 
by the United Founders group 


1. OWNED BY UNITED FOUNDERS 
Deutsche Bank und Disconto Gesellschaft (purchas- 


En on en on en pr on S 


able on Berlin Stock Exchange -reichsmarks_. 1, 080, 000 
German Overseas Bank (purchasable on Berlin Stock 
nee reichsmarks 191, 000 
Reichsbank (purchasable on Berlin Stock Exchange) 
eS Oe . A reichsmarks_. I. 408, 000 
Bank for Brewing Industries (purchasable on Berlin 
Stock Exchange reichsmarks 352, 000 
Bank for Textile Industry (purchasable on London 
Stock Ex FF it pounds. 18, 400 
Central Bank of Agriculture dollars 407, 000 
Central Bank of Agriculture (purchasable on New 
Tork Stock. Exchange) x dollars 261, 000 
Commerz und Privat Bank (purchasable on New York 
OL be CLG Ne ae A A dollars 15, 000 
German Consolidated Agricultural Bank (purchasable 
on New York Stock Exchange dollars 15, 000 
Saxon State Mortgage Institute (purchasable on New 
York Stock Exchange dollars 206, 000 
mortgage banks, public- credit institutions, 
etc., 51 issues (purchasable on Berlin or other Ger- 
man stock exchanges) reichsmarks__ 24, 903, 500 
2. OWNED BY AMERICAN FOUNDERS 
Deutsche Bank und Disconto Gesellschaft (purchasable 
on Berlin Stock Exchange reichsmarks__ 1,080, 000 
German Overseas Bank (purchasable on Berlin Stock 
Mixohange))—- 25 = = ss3 555 Ses -reichsmarks__ 191, 000 
Reichsbank (purchasable on Berlin Stock Exchange), 
. ͤ KT. reichsmarks. 1, 408, 000 
Bank for Brewing Industries (purchasable on Berlin 
Stock Exchange reichsmarks__ 352, 000 
Bank for Textile Industry „ on London 
Stock TTTTTTTCTCTCTCCT—T———————— pounds 18, 400 
Central Bank of Agriculture (purchasable on New York 
Pat apo nO) OE a OE poe 407, 000 
TOO as eS REA gaa eee nee 261, 000 
Commerz und Privat Bank (purchasable on New Tork 
Curb Hch ange dollars 15, 000 
German Consolidated Agricultural Bank (purchasable 
on New York Stock Exchange dollars 15, 000 
Saxon State Mortgage Institute (purchasable on New 
York Stock Exchange dollars 206, 000 


German mortgage banks, public-credit institutions, etc., 
51 issues (purchasable on Berlin or other German 
stock exchanges) ...-................-reichsmarks__ 24, 903, 500 
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The extent to which German bank stocks and bonds are owned 
by the United Founders group—Continued 


3. OWNED BY INTERNATIONAL SECURITIES CORPORATION OF AMERICA ` 
Deutsche Bank und Disconto Gesellschaft (purchasable 


on Berlin Stock Exchange reichsmarks 342, 000 
German Overseas Bank (purchasable on Berlin Stock 
n oss a aac eas reichsmarks 35, 000 
Reichsbank (purchasable on Berlin Stock Ex- 
Noe faye nce a iin MEE Aa reichsmarks 402, 000 
Bank for Brewing Industries (purchasable on Berlin 
Stock Exchange reichsmarks 124, 000 
Bank for Textile Industry (purchasable on London 
Stock Exchange) ~<a oo as pounds 13, 100 
Central Bank of Agriculture dollars 50, 000 
Central Bank of Agriculture (purchasable on New York 
Btock, PONNE) <3 oe eee en dollars 186, 000 
Saxon State Mortgage Institute — < on New 
York Stock Exchange es 175, 000 


e banks, public-credit EREA ete. 
(purchasable on Berlin or other German stock ex- 
Changen) a eae reichsmarks__ 16, 634, 200 


4. OWNED BY SECOND INTERNATIONAL SECURITIES CORPORATION 
Deutsche Bank und Disconto Gesellschaft (purchas- 


able on Berlin Stock Exchange -reichsmarks__ 120, 000 
German Overseas Bank (purchasable on Berlin Stock 
Exchange) )— 2.5 _-reichsmarks__ 78, 000 
Reichsbank (purchasable on Berlin Stock Ex- 
change) = ee -reichsmarks__ 228, 000 
Bank for Brewing Industries (purchasable on Berlin 
e eee 68, 000 
Bank for Textile Industry (purchasable on London 
Seen Exchange) == 3 ñ ᷣ —. pounds 5. 300 
Central Bank of Agriculture dollars 177, 000 
Central Bank of Agriculture (purchasable on New York 
Stock Exchange: „1% dollars 5, 000 
Saxon State Mortgage Institute (purchasable on New 
York Stock Exchange) dollars 21, 000 
mortgage banks, public-credit institutions, etc. 
(purchasable on Berlin or other German stock ex- 
ee rr ae reichsmarks.. 7, 013, 300 


5. OWNED BY UNITED STATES & BRITISH INTERNATIONAL co., LTD. 
Deutsche Bank und Disconto Gesellschaft (purchasable 


on Berlin Stock Exchange reichsmarks._ 120, 000 
German Overseas Bank (purchasable on Berlin Stock 

r ean reichsmarks__ 78, 000 
Reichsbank (purchasable on Berlin Stock Exchange) 

22 ae EA 186, 000 
Bank for Brewing Industries (purchasable on Berlin 

Stock Exchange reichsmarks 130, 000 
Central Bank of Agriculture dollars 150, 000 
Central Bank of Agriculture (purchasable on New York 

„ ß a ea dollars 50, 000 
Saxon State Mortgage Institute (purchasable on New 

York Stock Exchange dollars.. 5, 000 
German mortgage banks, public-credit institutions, etc. 

(purchasable on Berlin or other German stock ex- 

poe fa ee ee a ae RE, reichsmarks__ 767, 000 


6. OWNED BY AMERICAN & GENERAL SECURITIES CORPORATION 
Deutsche Bank und Disconto Geselischaft (purchasable 


on Berlin Stock Exchange reichsmarks__ 258, 000 
Reichsbank (purchasable on Berlin Stock Exchange) i 

2 N reichsmarks__ 492, 000 
Bank for 3 Industries (purchasable on Berlin 

Stock Exchange reichsmarks 30, 000 
Central Bank of Agriculture dollars 5, 000 
Central Bank of Agriculture (purchasable on New Tork 

r . ere dollars 5, 000 
Saxon State Mortgage Institute (purchasable on New 

York Stock Exchange). „„ dollars 5, 000 


7. OWNED BY AMERICAN & CONTINENTAL CORPORATION 
Deutsche Bank und Disconto Gesellschaft (purchas- 


able on Berlin Stock Exchange reichsmarks 240, 000 
Reichsbank (purchasable on Berlin singer ae a oon 
Central Bank of gona te dollars. 28.000 
Central Bank of Agriculture (purchasable on New York 

Stock | wxchenge) v dollars 15, 000 
Commerz und Privat Bank (purchasable on New York 

(pity BB ON) ae ee ihe De Se es dollars 15, 000 
German Consolidated Agricultural Bank ee 

on New York Stock Exchange dollars... 15, 000 

8. OWNED BY INVESTMENT TRUST ASSOCIATES 

None specified. 

9. OWNED BY UNITED STATES ELECTRIC POWER CORPORATION 

None specified. 


10. OWNED BY STANDARD POWER & LIGHT CORPORATION 


None specified. 
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The extent to which German bank stocks and bonds are owned 
by the United Founders group—Continued 


11, OWNED BY NORTH & SOUTH AMERICAN CORPORATION 
Berliner Handels Gesellschaft (purchasable on Berlin 


Stock Exchange -reichsmarks 160, 000 
Commerz und Privat Bank (purchasable on Berlin 

Stoek ehan ge) oo oe reichsmarks 185, 000 
Darmstaedter und National Bank (purchasable on 

Berlin Stock Exchange reichsmarks 138, 000 
Deutsche Bank und Disconto Gesellschaft (purchas- 

able on Berlin Stock Exchange) -reichsmarks_. 126, 000 
Dresdner Bank (purchasable on Berlin Stock Ex- 

Change) enon ae oa a EENAA reichsmarks__ 130, 000 


The German bank stocks and bonds listed above amount to a 
considerable sum in the aggregate. 
INVESTMENTS IN HEAVY GERMAN INDUSTRY 
Next, we shall exhibit the investments of the United Founders 
group in heavy German industry, Government, and municipal 
loans, etc. We shall not attempt to classify these items. Neither 
shall we take account of this group’s investments in American, 
Austrian, Hungarian, Swedish, Saar, Belgian, Japanese, Russian, 
and other concerns in which Germany owns an interest. 
Investments in heavy German industry 
1. OWNED BY UNITED FOUNDERS 


Deutscher Aero-Lloyd reichsmarks 50, 000 
ee as Sa ee sa (Lome, 

Heyden Chemical Co- 

I.G. Dyes (I.G. Farbenindustrie) 

Leonhard Tietz AG 


Rudolf Karstadt AG 4% do 
Schuckert & Co. Electrical Works 

Siemens & Halske „) k 
Warsteiner & Herzoglich Schleswig- Holsteinische — 

Wee Wc Eee eed BE ESR Re abd reichsmarks 512, 800 
Free State of Bavaria 44 67, 000 
FTT 115, 000 
Consolidated municipal of Baden 64, 000 
German consolidated municipal loan 87, 000 

SEA E E AN T E 239, 000 
German Government international loan of 1930. doũ - 10, 000 
German Government gold loan Coosa 24, 000 
Good Hope Iron & Steel Works 8 115, 000 
State of Hamburg treasury notes do 500, 000 
Mansfield Mining & Smelting Co —————— do 71, 000 
Miag: Mill: Wehn 02 ls o se 98, 000 
Free State of Oldenburg 45, 000 
Protestant Church in Germany. 211, 000 
Free State of Prussia 359, 000 

OS aa a oe ee ne Dee beeen ees 308, 000 
Rhine-Elbe Unſon „4% 229, 000 
R. C. Church Welfare Institute 63, 000 
Stinnes, Hugo 425, 000 
y ae Pa ea es BR eee . ae 165, 000 
United Industrial Corporation 49.000 
beh BieelWorks-2—i2 2) oles 210, 000 
222 ðƷ ͤ 4 ¾ 1 ENI 296, 000 
Free State of Württemberg 67, 500 
Continental Gummiwerke, A.G. (purchasable on Am- 

sterdam Stock Exchange Hf. 101, 000 
Deutsche LInoleoum reichsmarks__ 326, 000 
Win 4 A an eens 8 98. 100 
German Government and municipal, 35 issues. do. 17, 927, 300 
Hackethal Wire & Cable Works 88 803, 000 
Hamburgische Baukasse A.G. (purchasable on Am- 

sterdam Stock Exchange Hfi- 242, 000 
I.G. Farbenindustrie -reichsmarks_. 127, 400 
Tuenbeck e ainan i do 100. 000 
Friedr, Krupp AGG ð ͤ nnn Jois 885, 000 
„ een eee do 708, 000 
T ĩᷣͤſ v... ̃ ̃ oye FL e ner each Nye de = 600, 000 
Middle German Steel do-.-- 304, 000 
Mont-Cenis Mining „„“ do 600, 000 
Natron. wen em a a e ns . aan 100, 000 
Weokarwerkes.2 . ae ares dou. 473, 400 
North. German Pottery „„äͤöĩꝛ vs lo pope 133, 000 
“Viag ”’, United Industrial Corporation do. 1,983, 000 
Vogel Wire & Cable Works (purchasable on Amster- 

ain Stock xchange) 227 / eo ness Hf. 200, 000 

2. OWNED BY AMERICAN FOUNDERS 

Deutscher Aero-Lloyd— -reichsmarks__ 50, 000 
Dynamit Nobel AG eae do 441, 000 
Heyden Chemical Co „ͤöüe 8 634, 200 
I. G. Dyes (I. G. Farbenindustrie) do 1,479, 600 
Leonhard Tietz AG ae 780, 000 
Mannesmann Tubes Co- o 450, 000 
Mitteldeutsche Stahlwerke 500, 000 
Rudolf Karstadt A. G 0. 318, 000 
Schuckert & Co. Electrical Works 9 182, 000 
Biemens.& c 8 728. 000 
Warsteiner & Herzoglich Schleswig- Holsteinische Eisen- 

r sted pewanenenceees reichsmarks_. 512, 000 
Free State of Bavaria dollars 67, 000 


City of Cologne 0 115, 000 
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Investments in heavy German industry—Continued 
2. OWNED BY AMERICAN FOUNDERS—continued 


Consolidated municipal of Baden dollars 64. 000 
ommen consolidated municipal loan oe 87, 000 
fap ant his ß... ̃ ͤ Sew ah pote tre trem 239, 000 
German Government international loan of 1930_ 3 10, 000 
German Government gold loan 8 234, 000 
Good Hope Iron & Steel Work fr es 115, 000 
State of Hamburg treasury notes 8 500, 000 
Mansfield Mining & Smelting Co do 71, 000 
Mian Mill Machinery. oa e do 98. 000 
Free State of Oidenbur gg do. 45, 000 
Protestant Church in Germany 8 211, 000 
Free State of Prussia n 359, 000 
S 0 308, 000 
Rhine-Elbe Union e 229, 000 
R. C. Church Welfare Institute doi... 63, 000 
Btinnes: HUGO aana eee ee A do 825, 000 
JJJ77777%%ꝓ)hhyyſVf!!.!. party a l ASA 165, 000 
United Industrial Corporation do 49, 000 
United Steel Works: =... „„ do 210, 000 
J are Pe A REIL Mt Sue IEAM try 9 Sa ye do 296, 000 
Free State of Württemberg [ete 67, 500 
Continental Gummiwerke. A.G. (purchasable on 
Amsterdam Stock Exchange HfL. 101, 000 
Deutsche Linoleoum -reichsmarks__ 326, 000 
Fahlberg; ‘List -S d Ä do 98, 100 
German Government and municipal, 35 issues - do. . 17, 927, 300 
Hackethal Wire & Cable Works do 803, 000 
Hamburgische Baukasse A. G. (purchasable on Amster- 
dam Stock Exchange Hf. 242, 000 
I.G. Dyes (I.G. Farbenindustrie relchsmarks 127, 400 
Isenbeck Bréewety g A do 100, 000 
Friedr. Krupp A. G aba» |e ARTES 885, 000 
Mainkraitwerke 57 ͤ do 708. 000 
Middle German Steel do 304. 000 
Mont-Cenis Mining do 600. 000 
Nate ea es do 100, 000 
ee ee ee eae dót’ 473, 400 
North German Pottery do. 133. 000 
“Viag”, United Industrial Corporation do 1,983,000 
Vogel Wire & Cable Works (purchasable on 0 
Stock: hne gẽ¹¹.U HI 200, 000 
3. OWNED BY INTERNATIONAL SECURITIES CORPORATION OF AMERICA 
Heyden Chemical Co reichsmarks__ 163, 400 
I.G. Dyes (I.G. Farbenindustrie DO son 510, 000 
Leonard Tietze A. G wae, |: Lette 480, 000 
Mannesmann Tubes Co- 3 156. 000 
Rudolf Karstadt AG. 488 116, 400 
Schuckert & Co. Electrical Works do 182, 000 
Sem 8 nn 6. os so oo eos 988 231, 000 
Free State of Bavaria 77 dollars 67, 000 
r . eanwene 40 100, 000 
Consolidated municipal of Baden do. 54, 000 
German consolidated municipal loan 8 87. 000 
S o E E T EE do 46. 000 
Good Hope Iron & Steel Works do... 100, 000 
State of Hamburg treasury notes 8. 500, 000 
Miag Mill Machinery 37, 000 
Free State of Oldenburg 30, 000 
Protestant Church in Germany 146, 000 
Free State of Prussia 300, 000 
DOS aia hate ied TECE ARAO E 150, 000 
DDr nenn eS eines 181, 000 
R. C. Church Welfare Institute 63, 000 
Sen . oe d 200, 000 
DO ai Aa L E N ene 150, 000 
United Industrial Corporation 34, 000 
United Steel Work aa E 200, 000 
S555; mn . 262, 000 
Free State of Württemberg 42, 500 
Continental Gummiwerke, A. G 50, 000 
Deutsche Linoleum 200, 000 
German Government and municipal, 31 issues do- 11, 273, 300 
Hackethal Wire & Cable Works d 803, 000 
Hamburgische Baukasse, A. G Hf.. 242, 000 
Isenbeck Brewery 2s reichsmarks 100, 000 
Frier upp .. a ladoween do 735, 000 
Mainkraftwerke-s. 555s —̃ . dole 335, 500 
Middle German Steel do 199, 000 
Mont-Cenis Mining . do 600, 000 
e A 295, 800 
North German Pottery do 133, 000 
“Viag”, United Industrial Corporation do. 1,183,000 
4. OWNED BY SECOND INTERNATIONAL SECURITIES CORPORATION 
Heyden Chemical Co 104, 700 
T O Parbenindustria.22 0 ets d 261, 000 
Leonhard: 'Tiets — 5 54, 000 
Mannesmann Tubes Co 102, 000 
Rudolf Karstadt A. G 50, 400 
Siemens & Halske 140, 000 
Warsteiner & Herzoglich e eee Elsen- 
8 reichsmarks 512, 800 
Cologne, city of = , 000 
German consolidated municipal loan 9 83, 000 
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Investments in heavy German industry—Continued 
4. OWNED BY SECOND INTERNATIONAL SECURITIES CORPORATION—CON. 


Good Hope Iron & Steel Works dollars 5. 000 
Mansfield Mining & Smelting Co do. 7, 000 
Miag Mill Machinery do 51, 000 
Prussia, Free State „„ do. 34. 000 
{ p86 PEI amas ADA A ESE TE MYT ON EMR e ie den PPA USE do 100,000 
Bummel Union. oa do 38, 000 
RIOR ine aa ee! do 50, 000 

c .. HP 3 5, 000 
United Industrial Corporation do 5. 000 
Wurttemberg, Free State of d 25. 000 
Deutsche Linoleum „„ reichsmarks.. 126, 000 
German Government and municipal, 19 issues do. 6, 266, 000 
e e e rs ae aa r aS do 150, 000 
Arn — — do. 372, 500 
Middle German Steel do 105. 000 
hTT—T—T——T—T—T—T—T—T—T—T—T—T—T———— do 100, 000 
ee e e oer meen a etd do.... 100, 000 
Viag United Industrial Corporation do.... 800, 000 


5, OWNED BY UNITED STATES & BRITISH INTERNATIONAL CO., LTD. 
Heyden Chemical Co 
I.G. Dyes (I.G. Farbenindustrie do 


105, 000 
165. 000 


se0nnard: ere d · do 30, 000 

Mannesmann Tubes Co..--..------------.--..-- do.... 108,000 

Sunn . ̃ ̃ ͤ B a e do 50, 400 

Seren d n ² 2 — — do- 147,000 

TTT TTT dollars 5, 000 

Consolidated municipal of Baden do 5, 000 

German consolidated municipal loan 4 80. 000 

German Government international loan of 1930 -doůũ . e 575 

37, 000 

5, 000 

15, 000 

15, 000 

5, 000 

38, 000 

5, 000 

75, 000 

5, 000 

5, 000 

5, 000 

10, 000 

as basis SAE T O cs EEA ͤ I AA os ae reichsmarks.. 388, 000 

Vogel Wire & Cable Works— Hf. 100,000 

6, OWNED BY AMERICAN & GENERAL SECURITIES CORPORATION 

Hayden Chemical Co-------------------- reichsmarks.. 131,800 

I.G. Dyes (I.G. Farbenindustrie do 251,000 

Lenhard Ties A ee cs do 216,000 

Mannesmann Tubes Co— do 84. 000 

Rudolf: Karstadt A «—?hT do 50, 400 

r oS ccc aecunns! do... 126,000 

Oity of Cologne dollars 5, 000 

Consolidated municipal of Baden do 5. 000 

German consolidated municipal loan do 5. 000 

German Government international loan of 1930. do- 5, 000 

Good Hope Iron & Steel Works do 5, 000 

Mansfield Mining & Smelting Co —— do 27. 000 

Miag Mill Machinery 9 5, 000 

Protestant Church in Germany 8 50, 000 

/ peat aO do 5, 000 

tee Rae SB A T EA ee do- 5, 000 

Same ide Une ——„ do 5, 000 

e E E R do... 5, 000 

United Industrial Corporation 9 5, 000 

Dor . —. acon aA do 9, 000 
Continental Gummiwerke, A. G. (purchasable on Am- 

sterdam Stock Exchange) o-nrasennunnananne Hf.. 51, 000 

Fanden hist E . a e reichsmarks 98, 100 

7. OWNED BY AMERICAN & CONTINENTAL CORPORATION 
Dynamit Nobel A. G reichsmarks.. 441. 000 


LG. Dyes (I.G. Farbenindustrie) 
Siemens & Halske. 


Slemens:& Halske ðᷣͤ ese d 
8. OWNED BY INVESTMENT TRUST ASSOCIATES 
None specified. 
9. OWNED BY UNITED STATES ELECTRIC POWER CORPORATION 
None specified. 
10. OWNED BY STANDARD POWER & LIGHT CORPORATION 
None specified. 
11. OWNED BY NORTH AND SOUTH AMERICAN CORPORATION 
I.G. Dyes (I.G. Farbenindustrie -reichsmarks_. 270, 000 
Aenne 2 —— do 56, 000 
e acest NN, „ 
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While American money has been financing the world, our 
financial system is hungry for money, currency, or a medium 
of exchange to start the wheels of industry turning again. 

And our bankers now ask for more Government aid in the 
form of money, having invested, gambled, and speculated our 
money in foreign industry in building foreign factories to 
compete with American factories and American labor. 

“Trust your banker.” 

You did, and the American public holds the bag. 

Mr. SHANNON. Mr. Speaker, I ask unanimous consent 
to address the House for 15 minutes. 

The SPEAKER. Is there objection to the request of the 
gentleman from Missouri? 

There was no objection. 

Mr. SHANNON. I am sensible of the fact that in the 
midst of our popular fervor and enthusiasm for the program 
of economic reconstruction and the long-hoped-for “new 
deal” a warning voice may not find much of a welcome. 
I want it understood that I have no desire to oppose or in 
the least to throw an obstacle in the way of the many re- 
forms now under way, which, God knows, are sorely needed 
to bring some order out of the existing chaos. As a Demo- 
crat—a Jeffersonian Democrat, if you will—I stand ready at 
all times to raise my voice and give my support to any meas- 
ure on the Presidential program that seems to point the way 
for the forgotten man, or the little forgotten business, to 
beat his or its way back to prosperity. But when I find 
creeping into the company of the many varied and popular 
measures for the rehabilitation of business such a mysteri- 
ous stranger as the movement to repeal the Sherman anti- 
trust law, it seems to me that we should call a moment’s halt 
and reconnoiter the ground ahead of us. There may be a 
black-winged vulture edging his way in among our eagles of 
reform. I seem to sense an atmosphere of hugger-mugger 
in the harmony of our plans and hopes that will bear 
investigation. : 

I recollect in my school days reading the great story of 
the siege of Troy. The Greeks for 10 years had tried to bat- 
ter down its walls in vain. At last they sought an armistice 
and they constructed a great wooden horse which they 
asked leave to present to the Trojans as a peace offering. 
But one wise old Trojan, when the proposition came up in 
council, said, I fear the Greeks even when they bear gifts.” 
But his warning voice was voted down; and when the wooden 
horse was pushed through the opened gates of Troy, it was 
filled with Greek soldiers, who opened the way for the 
Greek invaders, and Troy fell never to rise again. 

If, as we have repeatedly reiterated in our party platforms, 
the antitrust laws were the first stepping stones to some 
remedial legislation designed to correct the abuses brought 
about by combinations aided by immense capital, why, may 
I ask, do we now stop in the midst of our great movement of 
reform and our efforts to relieve the struggling business men 
of the land and the unemployment that has resulted from 
their failure to carry on, to wipe from the books the first 
remedial law in this regard that was ever placed there? Is 
it not time to sound a warning, to look about us, to inquire 
whether we are not about to open our gates to a wooden 
horse with his belly full of trust magnates? 

I am not advised how far this movement directed against 
the antitrust law has penetrated the program of reform, or 
whether or not our leaders have given their approval to it. 
For myself, I want to go upon record as against any at- 
tempt to remove that law from the books. Enough has been 
already done to emasculate it and weaken its vitality. But 
the law is still there, and it is my hope that life may yet 
be restored to it. As chairman of the committee which in- 
vestigated Government interference with the small business 
man, I learned from original sources the destructive influ- 
ences of such competition. But far greater and more dey- 
astating within the past 20 years or more of big-business 
rule has been the havoc wrought upon the struggling mer- 
chants of this country by the concentration of capital and 
interlocking corporations—an evil which the Democratic 
Party has fought consistently in every campaign and which, 
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in my humble judgment, it stands pledged to remedy now 
that it is in a position to redeem its pledges. 
A REVERSAL OF DOCTRINE 

To me, for the Democratic Party to turn about face on 
the trust question would be as preposterous and heretical 
a change of doctrine as for an ordained representative of 
some great religious body that had for centuries taught a 
belief in God to announce suddenly to his congregation that 
“for a few years now we propose to release you from a 
belief in God and to suspend the operation of His law, as a 
new experiment.” 

Thomas Jefferson, from far-off France, at the making of 
our Constitution, complained of the things that the Con- 
stitution failed to take notice of, or, rather, that the makers 
left out of the proposed document. One of these was the 
Bill of Rights, guaranteeing freedom of speech, freedom of 
religion, freedom of the press, an adequate, permanent 
habeas corpus, and, further, a proper control of monopoly. 

It was doctrines such as these which Jefferson enunciated 
that caused Thomas Edward Watson, the historian of 
Georgia, to say of Jefferson that his teachings called upon 
the lawmaking power to use every device possible to keep 
down the centralization of great wealth, meaning that there 
should be no accumulation of the wealth of the land in the 
hands of a few; that the wealth of the land should be 
divided; that there should be a multiplicity of the well-to-do 
scattered over the land, from which source only national 
happiness could come. If wealth were to be concentrated, 
of course, the contrary would be true. And that great states- 
man and founder of our party principles said further that 
he would not give a fig for a people that did not have the 
spirit of revolt in their blood, lest those in control of gov- 
ernment should forget whose government this was. 


THE MAN WHO MADE THE LAW 


In 1889, the opening day of the session of Congress of that 
year, Mr. John Sherman, of Ohio, introduced a bill which 
had for its purpose the regulation and control of monopolies, 
trusts, and so forth. That bill was debated in the Senate 
of the United States and in the House of Representatives for 
a period of some 5 months. The measure now on the books 
and known as “ the Sherman antitrust law ” came from the 
Judiciary Committee as a substitute to the one introduced 
by Sherman, and it is commonly said that the real author 
of the agreed-upon measure was Senator Hoar, of Massa- 
chusetts. 

In the body that debated that question were such great 
minds as those of John Sherman, George Frisbie Hoar, 
George Franklin Edmunds, George Graham Vest, Francis 
Marion Cockrell, John James Ingalls, Preston B. Plumb, 
John H. Reagan, and the great constitutional lawyer from 
Mississippi, James Z. George, and many other great men of 
the period. It was really a blending of the various elements 
that had participated in the war between the States. They 
knew no sectional bounds; they knew no line of party dis- 
tinction in that contest. They stood together to pass a law 
which they hoped would protect the American citizen in the 
future from the encroachments of great organizations of 
wealth. 

The measure passed the Senate with but a single negative 
vote. Under the leadership of Silver Dick ” Bland in the 
House every vote present was cast for the act. The Presi- 
dent of the United States signed the bill. 

Mr. Justice Harlan, in his dissenting opinion in the 
Standard Oil Co. case, said: 

All who recall the condition of the country in 1890 will remem- 
ber that there was everywhere, among the people generally, a deep 
feeling of unrest. The Nation had been rid of human slavery— 
fortunately, as all now feel—but the conviction was universal that 
the country was in real danger from another kind of slavery sought 
to be fastened on the American people, namely, the slavery that 
would result from aggregations of capital in the hands of a few 
individuals and corporations controlling, for their own profit and 


advantage exclusively, the entire business of the country, includ- 
ing the production and sale of the necessaries of life. Such a 


danger was thought to be then imminent, and all felt that it must 
be met firmly and by such statutory regulations as would ade- 
quately protect the people against oppression and wrong. 
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Many of us believe that the period of slavery and oppres- 
sion foreseen in 1890 is here. 

Commencing with 1892, and every 4 years thereafter, the 
Democratic Party incorporated in its platforms sections de- 
manding the rigid enforcement of the antitrust laws. 

Here are the excerpts from the platforms dealing with 
this subject and the names of the presidential candidates 
of the respective years: 

DEMOCRATIC ANTITRUST PLEDGES 


1892—Stephen Grover Cleveland: We recognize in the trusts 
and combinations, which are designed to enable capital to secure 
more than its just share of the joint product of capital and labor, 
a natural co of the prohibitive taxes which prevent the 
free competition which is the life of honest trade; but we believe 
their worst evils can be abated by law, and we demand the rigid 
enforcement of the laws made to prevent and control them, to- 
gether with such further legislation in restraint of their abuses 
as experience may show to be necessary. 

1896—William J. Bryan: The absorption of wealth by the few, 
the consolidation of our leading railroad systems, and the forma- 
tion of trusts and pools require a stricter control by the Federal 
Government of those arteries of commerce. We demand the en- 
largement of the powers of the Interstate Commerce Commission 
and such restriction and guaranties in the control of railroads 
as will protect the people from robbery and oppression. 

1900—William J. Bryan: We pledge the Democratic Party to an 
unceasing warfare in Nation, State, and city against private mo- 
nopoly in every form. Existing laws against trusts must be 
enforced and more stringent ones must be enacted, providing for 
publicity as to the affairs of corporations engaged in interstate 
commerce, requiring all corporations to show, before doing busi- 
ness outside the State of their origin, that they have no water 
in their stock and that they have not attempted, and are not 
attempting, to monopolize any branch of business or the produc- 
tion of any article of merchandise; and the whole constitutional 
power of Congress over interstate commerce, the mails, and all 
modes of interstate communication shall be exercised by the 
enactment of comprehensive laws upon the subject of trusts. 

1904—-Alton B. Parker: We recognize that the gigantic trusts 
and combinations designed to enable capital to secure more than 
its just share of the joint products of capital and labor and 
which have been fostered and promoted under Republican rule, 
are a menace to beneficial competition and an obstacle to perma- 
nent business prosperity. A private monopoly is indefensible and 
intolerable. 

Individual equality of opportunity and free competition are 
essential to a healthy and permanent commercial prosperity and 
any trust, combination, or monopoly tending to destroy these by 
controlling production, restricting competition, or fixing prices 
should be prohibited and punished by law. We especially de- 
nounce rebates and discrimination by transportation companies as 
the most potent agency in promoting and strengthening these 
unlawful conspiracies against trade. 

1908—William J. Bryan: A private monopoly is indefensible and 
intolerable. We therefore favor the vigorous enforcement of the 
criminal law against guilty trust magnates and officials, and de- 
mand the enactment of such additional legislation as may be 
necessary to make it impossible for a private monopoly to exist in 
the United States. Among the additional remedies we specify 
three: First, a law preventing a duplication of directors among 
competing corporations; second, a license system which will, with- 
out abridging the right of each State to create corporations, or its 
right to regulate as it will foreign corporations doing business 
within its limits, make it necessary for a manufacturing or trad- 
ing corporation engaged in interstate commerce to take out a 
Federal license before it shall be permitted to control as much as 
25 percent of the products in which it deals, the license to protect 
the public from watered stock and to prohibit the control by such 
corporation of more than 50 percent of the total amount of any 
product consumed in the United States; and, third, a law com- 
pelling such licensed corporations to sell to all purchasers in all 
parts of the country on the same terms, after making the allow- 
ance for the cost of transportation. 

1912—Woodrow Wilson: A private monopoly is indefensible and 
intolerable. We, therefore, favor the vigorous enforcement of the 
criminal as well as the civil law against trusts and trust officials, 
and demand the enactment of such additional legislation as may 
be necessary to make it impossible for a private monopoly to exist 
in the United States. 

We favor the declaration by law of the conditions upon which 
corporations shall be permitted to engage in interstate trade, in- 
cluding, among others, the prevention of holding companies, of 
interlocking directors, of stock watering, of discrimination in price, 
and the control by any one corporation of so large a proportion 
of any industry as to make it a menace to competitive conditions. 

We condemn the action of the Republican administration in 
compromising with the Standard Oil Co. and the Tobacco Trust, 
and its failure to invoke the criminal provisions of the antitrust 
law the officers of those corporations after the court had 
declared that from the undisputed facts in the record they had 
violated the criminal provisions of the law. 

We regret that the Sherman Antitrust Law has received a judi- 
cial construction depriving it of much of its efficacy, and we favor 
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the enactment of legislation which will restore to the statute the 
strength of which it has been deprived by such interpretation. 

1916—Woodrow Wilson: We have created a Federal Trade Com- 
mission to accommodate the perplexing questions arising under 
the antitrust laws so that monopoly may be strangled at its birth 
and legitimate industry encouraged. Fair competition in business 
is now assured. 

1920—James M. Cox: The Democratic Party heartily endorses 
the creation and work of the Federal Trade Commission in estab- 
lishing a fair field for competitive business, free from restraints of 
trade and monopoly, and recommends amplification of the statutes 
governing its activities, so as to grant it authority to prevent the 
unfair use of patents in restraint of trade. 

1924—John W. Davis: We declare that a private monopoly is 
indefensible and intolerable, and pledge the Democratic Party to a 
vigorous enforcement of existing laws against monopoly and illegal 
combinations and to the enactment of such further measures as 
may be necessary. 

1928—Alfred E. Smith: During the last 7 years, under Republican 
rule, the antitrust laws have been thwarted, ignored, and violated, 
so that the country is rapidly becoming controlled by trusts and 
sinister monopolies formed for the purpose of wringing from the 
necessaries of life an unrighteous profit. These combinations are 
often formed and conducted in violation of law—encouraged, 
aided, and abetted in their activities by the Republican adminis- 
tration—and are driving all small trades people and small indus- 
trialists out of business. Competition is one of the most sacred, 
cherished, and economic rights of the American people. We de- 
mand the strict enforcement of the antitrust laws and the enact- 
ment of other laws, if necessary, to control this great menace to 
trade and commerce, and this to preserve the right of the small 
merchant and manufacturer to earn a legitimate profit from his 
business. 

1932—Franklin Delano Roosevelt: In this time of unprecedented 
economic and social distress, the Democratic Party declares its 
conviction that the chief causes of this condition were the dis- 
astrous policies pursued by our Government since the World War 
of economic isolation, fostering the merger of competitive busi- 
nesses into monopolies, and encouraging the indefensible expan- 
sion and contraction of credit for private profit at the expense 
of the public. 

We advocate strengthening and impartial enforcement of the 
antitrust laws to prevent monopoly and unfair trade practices, 
and revision thereof for the better protection of labor and the 
small producer and distributor. 


No hand, in a legislative way, has ever been laid upon the 
Sherman Antitrust Act. For more than 21 years it re- 
mained without any judicial interference with its provisions. 
The Supreme Court of the United States repeatedly upheld 
the law. Many proceedings concerning it reached that tri- 
bunal. It was used unfairly to get a decision against labor 
by predatory interests, notwithstanding that never a word 
was said in its enactment that it was to apply to labor. Its 
plain intent by its proponents was a use against organized 
wealth. 

TAKING THE TEETH OUT 

In 1911, 21 years after its enactment, the interpretation 
of the law again came before the Supreme Court in two 
cases upon appeal; one from the United States Circuit Court 
of Appeals, Second Circuit—New York—and the other from 
the United States Circuit Court of Appeals, Eighth Circuit— 
Missouri. The case from New York involved a trust known 
as the American Tobacco Co.; the other was a trust known 
as the Standard Oil Co. 

The Standard Oil case had been heard by the Eighth Cir- 
cuit Court of Appeals, and by a unanimous decision the 
finding was against the trust in every particular. A most 
courageous opinion was written by that court, and an espe- 
cially strong one was written by Judge Hook. Then the 
case was appealed to the Supreme Court of the United States. 

After a hearing, the Supreme Court handed down what 
many think a reactionary opinion; not an interpretation of 
law but a piece of judicial legislation, and so called by a 
minority member of that Court, Justice Harlan. By a stroke 
of the pen the Supreme Court of the United States amended 
the law by holding that Congress meant to say that every 
combination in undue restraint of trade was illegal. The 
word “ undue ” was written into the act by the famous “ rule 
of reason” decision of the Supreme Court. Justice Harlan 
pointed out in his dissenting opinion that if the act “ ought 
to read as contended for by defendants, Congress is the 
body to amend it, and not this Court, by a process of 
judicial legislation wholly unjustifiable.” The “rule of rea- 
son” and not the words of the legislative act, became the 
law of the land, and thereby from the Sherman Act many of 
its teeth were taken. 
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When this opinion was rendered, representatives of five 


great groups of wealth, through their leading men, hailed 


it with delight. 

Mr. J. Pierpont Morgan, the banker, said of the decision: 

I consider the decision concerning the Standard Oil entirely sat- 
isfactory; moreover, I expected it. 

Henry Clews, another great banker of the period, like- 
wise gave expression of confidence in the ruling. He said: 

It may be taken for granted, therefore, that hereafter there 
will be nothing but good trusts in the eyes of the law. 

George J. Gould exclaimed: 


I am for the Popens Court every time. 
hundred years it has 
mistake. 


For more than a 
been at work, and it has never made a 


Jacob H. Schiff, of Kuhn, Loeb & Co., said: 

I believe that the general effect of the Supreme Court decision 
will be most favorable to the corporations of the country. 

Just stop for a moment and think what that meant. 
Kuhn, Loeb & Co. is still doing business. Only last year 
one of the great railroad systems borrowed many millions 
of dollars from the Reconstruction Finance Corporation to 
rebuild the road, and every dollar of that national gift was 
carted over to pay a mortgage on the railroad held by Kuhn, 
Loeb & Co. Not a penny of the money borrowed from the 
Government was used for the reconstruction of the property. 

Jacob H. Schiff’s trust connections, operated under that 
friendly interpretation of the law, were a fine thing for him. 
He died worth many millions, and his estate was divided 
amongst the members of his family, one of whom, Mortimer, 
became quite a rich man in his own right. He died only the 
other day, and his will disclosed that he was worth $33,000,- 
000, $7,000,000 of it in cash. This in a period when the 
ordinary citizen is made to shake loose of the few dollars 
that he may have laid by in his stocking to avert the 
proverbial rainy day. Who would think in an hour of de- 
pression such as this, with millions walking the streets 
without means of support, that any one man could have in 
his coffers so much cash as that! 


THE SO-CALLED “ RULE OF REASON " 


Right after the rendition of the rule of reason decision, 
William Jennings Bryan said that Mr. Taft, who was then 
President, had “packed” the court in the interests of the 
trusts. Of course, everyone knew Mr. Bryan did not mean 
literally that he had packed it in a venal or corrupt way. 
What Mr. Bryan meant, and had the courage to say, was 
that Mr. Taft, a Hamiltonian, had appointed a Hamiltonian 
court and that his Hamiltonian court had handed down a 
Hamiltonian decision, and a Hamiltonian decision always 
was and always will be that property, especially big prop- 
erty, has rights that the common man does not possess. 
Hence, the “rule of reason ” for the benefit. of those trusts, 
the good old Standard Oil Co. and the American Tobacco Co. 

Mr. Taft himself was much put out about the criticism 
of this decision, and 3 years after the-decision was rendered 
he took his pen in hand and had Harper & Bros. publish 
a book entitled The Antitrust Act and the Supreme 
Court.” It is a small volume of 133 pages. Mr. Taft was 
then professor of law at Yale University. He goes into much 
detail to demonstrate the correctness of the decision. 

For the purpose of my speech at this moment, I will con- 
fine myself to just two illuminating paragraphs from that 
book—one on page 108 and one on page 124, wherein he 
says: 

This brings out clearly that mere bigness not used to effect 
monopoly but only to increase efficiency is not a violation of the 
statute. 

7 mere fact that smaller companies are unable to keep the 
pace is an indication that they must have greater capital * * * 
so that they can sell with the other and larger companies, 
+ + è The objection to the decree, then, is that it did not 
divide up the companies into small enough pieces to prevent 
effective competition. In this view it is the aim of the antitrust 
law not to free trade from obstruction or restraint, but rather to 
destroy the larger businesses whose capital and large plants en- 
able them to produce goods cheaply in order that small plants 
that cannot produce them as cheaply may live. This is not the 


purpose of the statute, and those who insist that it ought to be 
true misunderstand its useful intention. 
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Mr. Taft, by saying this for the purpose of sustaining his 
court’s opinion, tells the whole story. He had no fear of 
the evil that has brought on our present plight, namely, 
concentration of wealth in the hands of the few. 

On Saturday of last week an announcement was made that 
a case had reached the Supreme Court of the United States 
presenting a protest of stockholders against the president of 
the American Tobacco Co. You will remember this corpo- 
ration was one of the two litigants for whose benefit the 
“rule of reason” was found by Mr. Taft’s court. In the 
present proceeding a stockholder challenges the validity of 
the bylaws of that company adopted in 1912, under which 
the president and vice presidents were voted a percentage 
of net profits remaining after paying operating and other 
expenses and dividends on the preferred stock. 

In this case the Supreme Court is called upon to decide 
whether $2,500,000 annually is an exorbitant salary for the 
president of the American Tobacco Co. At the same time 
the court is asked to determine whether salaries of from 
$500,000 to $1,500,000 are too much for the five vice presi- 
dents of the concern. And to think that the given name of 
the two-million-salaried president of this company is George 
Washington—George Washington Hill. 

These are salaries paid to men who have perhaps con- 
tributed nothing to the future welfare of man, who have 
lived their big-business lives isolated from millions of their 
fellow Americans, and who have been paid these enormous 
salaries by reason of a trust combination made possible 
under judicial decisions. It is the very size of these institu- 
tions that is the real evil. Therefore, the law that created 
them has a right to put them out of business, if need be, to 
insure a more equitable distribution of the wealth of our 
great country and to preserve common happiness to man- 
kind. 


THE WAGES OF GENIUS 

Consider for a moment some of the emoluments that have 
been paid to the great men of genius, who spent their talents 
and poured out their natural gifts for the delight and im- 
provement of their fellowmen. The immortal Shakespeare, 
whose plays and poems have been translated into almost 
every language in the world, works which are still furnishing 
light and inspiration to modern audiences, and which are 
the basis of literary study in every school and university 
in the land, wrought for the cultural good of mankind. 
This great author’s total wealth was perhaps never in excess 
of $50,000 or $60,000. 

Milton, the author of Paradise Lost, received for it 70 
pounds, $350. 

Bunyan, whose Pilgrim’s Progress has become a great 
inspirational work in use in all places of public study, re- 
ceived a term in jail for his great contributions to the 
spiritual welfare of mankind. 

There was another poet who bequeathed to posterity a 
great intellectual fortune, a wealth of beautiful thought, 
serene philosophy, and enchanting poetry—Oliver Gold- 
smith. I mention him particularly for this reason, that he 
left these six lines (from The Deserted Village) : 

III fares the land, to hastening ills a prey, 
Where wealth accumulates, and men decay; 
Princes and lords may flourish, or may fade; 

A breath can make them, as a breath has made; 
But a bold peasantry, their country’s pride, 
When once destroy’d, can never be supplied. 

And when Goldsmith died, his friend, Samuel Johnson, 
the great English writer, upon examining his estate and 
finding out what he was worth, said, “ Was ever a poet so 
trusted before?” He had found nothing but debts. 

The meek and lowly One preached the doctrine of welfare 
on earth. And His wealth: What was it? A most insig- 
nificant thing. 

My peace I leave with you, my peace I give unto you. 
kingdom is not of this earth. 

John the Baptist preached: 


The time is fulfilled and the Kingdom of God is at hand. 
Bethink yourselves and believe in the gospel. 


Bethink! That was his urging about the gospel. 


My 
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What John Sherman was after was for all America to 
bethink. “Bethink, because a time is coming that is 
fraught with danger.” But men did not listen to the warn- 
ing of Sherman. The time foreseen by him is here, and in 
the midst of our efforts to readjust ourselves from the evils 
he foresaw, we are preparing to turn about face upon the 
remedial law he sponsored. 

Nothing could be more appropriate than at this moment 
to quote the description of the condition that confronted us 
by the growth of the trusts, uttered by William J. Bryan in 
1899 at Chicago at a great gathering on the trust question. 
He said: 

I want to start with the declaration that a monopoly in private 
hands is indefensible from any standpoint, and intolerable. I 
make no exceptions to the rule. I do not divide monopolies in 
private hands into monopolies and bad monopolies. There 
is no good monopoly in private hands. There can be no good 
monopoly in private hands until the Almighty sends us angels to 
preside over the monopoly. There may be a despot who is better 
than another despot, but there is no good despotism. One trust 
may be less harmful than another. One trust magnate may be 
more benevolent than another, but there is no good monopoly in 
private hands, and I do not believe it is safe for society to permit 
any man or group of men to monopolize any article of merchandise 
or any branch of industry. 

On this occasion he also said: 


When God made man as the climax of creation, He looked 
upon His work and said that it was good; and yet when God fin- 
ished His work the tallest man was not much taller than the 
shortest and the strongest man was not much stronger than the 
weakest. That was God's plan. We looked upon His work and 
said that it was not quite as good as it might be, and so we made 
a fictitious person called a corporation that is in some instances 
a hundred times, a thousand times, a million times stronger than 
the God-made man. Then we started this man-made giant out 
among the God-made men. When God made man He placed a 
limit to his existence, so that if he was a bad man he could not 
do harm long; but when we made our man-made man we raised 
the limit as to age. In some States a corporation is given per- 
petual life. 

When God made man He breathed into him a soul and warned 
him that in the next world he would be held accountable for 
the deeds done in the flesh; but when we made our man-made 
man we did not give him a soul; and if he can avoid punishment 
in ne world, a need me worry about se Hereafter. 

. S * 

What Government SS the Government can take away. What 
the Government creates it can control; and I insist that both the 
State government and the Federal Government must protect the 
God-made man from the man-made man. 


What Bryan said at that time is fourfold truer today. 
There are no good trusts; all trusts are bad trusts; and be- 
hind every trust can be found the man-made man, the cor- 
poration, which the Government created and which it can 
control. 

The hordes of privilege, through their hired agents, have 
since the Sherman law was put on the books never let up 
in their efforts to tear it down. There has not been a con- 
certed effort on the part of any administration to wipe out 
the trusts, save and except an occasional flare here and 
there. President Woodrow Wilson, just prior to our en- 
trance into the World War, vigorously undertook to do it 
through amendments to the Federal Trade Act. The War 
stopped him. The trusts have run wild since 1920. 

BIG BUSINESS “ HUGGER-MUGGERING ” 

In all great crises, such as at the present time and during 
the World War, there is an insistent hugger-muggering 
between the big corporate interests and the administrative 
and legislative agencies. Ninety-nine times out of a hun- 
dred when the hugger-muggering ceases the big fellow has 
added a little more fat to his greedy hog at the expense of 
the little fellow, who is not able to fight and has gone down 
in the melee. It is the very cornerstone of the community, 
the little merchant, who always suffers—who has suffered 
almost to extinction. He is fighting today for his very 
breath. 

All America cries out for something to be done at this 
moment, and that is, We want to see the name of John 


Henry or Bill Smith or Tom Clark substituted for the com- 
mon name of Piggly-Wiggly or the Great Atlantic & Pacific 
Tea Co., or this or the other big business combinations, and 
we want him backed, if he can get backing, in fair competi- 
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tion with his fellows in the small lines of trade.” Hundreds 
of thousands of small merchants have lost their means of 
‘livelihood and are now tramping the streets. When the 
leading man of the Atlantic & Pacific Tea Co. died a few 
years ago in New England, he left an estate of $125,000,000. 

Those conditions could only be made possible through a 
violation of the law that bears the name of John Sherman. 
Shall we choose this time to kill entirely the law that the 
so-called “rule of reason” maimed? Let us have a new rule 
of reason and let the new rule be that the last Piggly- 
Wiggly and the last Atlantic & Pacific and all of their kin- 
dred crowd shall no longer be empowered by law to crush 
their little competitors, and that in their place may spring 
up again rugged Americans doing business as individuals and 
not as mere remittance agents for the trust magnates of the 
United States. 

What are the influences at work, one may well ask, that 
are seeking to blind the judgment of some of our leaders in 
these times, when downtrodden men are calling so clamor- 
‘ously for wisdom and justice and for the redemption of the 
pledges that every Democratic platform has made to the 
people? Time and again we have written into our party 
platforms the reiteration of the Jeffersonian doctrine that 
we stand for the “ equality of all men before the law” and 
for “ equal and exact justice to all citizens.” 

THE HAIRY PAW REACHING OUT 


As the trusts and combinations of capital increased in 
power and oppression, the Democratic Party in every cam- 
paign since has denounced them and promised relief. We 
have pointed to the Republican Party as the fostering party 
of the trusts—we have pledged our own party to remedial 
laws that will curb their abuses and protect the rights of the 
individual merchant and the small competitor. We have 
stood by the letter of the Sherman antitrust law and de- 
nounced its emasculation. It was upon the Democratic 
Party and its promises and pledges that the people pinned 
their hopes of relief from those vast combinations that were 
slowly crushing their individual business efforts to death. 
Are we to fail them now in their hour of greatest need? 
Are we to lend our credulous ears to the subtle voices of the 
big interests that now, under the guise of friendship and co- 
operation, are seeking to “ make the worse appear the better 
reason”, to lead us to believe that repeal of the only law 
that protects the small business man, feeble as its execution 
has been, is in line with the other great movements we are 
undertaking to rehabilitate the Nation and restore it to its 
prosperity? Let us not mistake the voice that is trying to 
convince—the voice may sound like the voice of Jacob, but if 
you take a close look and feel of the hand, you will know 
that it is the hand of Esau—that hairy paw that is ever 
reaching out for special privileges, for the destruction of 
competition, for bigger profits, and for monopoly of legis- 
lative benefits. 

Just this word in conclusion: In every public square in 
the United States there should be a memorial tablet erected 
to John Sherman, James Z. George, John H. Reagan, George 
Franklin Edmunds, George Graham Vest, and those other 
great men who foresaw and tried to prevent this terrible 
condition that has reached America, though their efforts 
failed to bring about their noble purpose, due to inaction on 
the part of executive departments of the Government. 

And let us hope, if William Jennings Bryan and Thomas 
Jefferson from the shades beyond are looking down today 
upon the Democratic Party, that they will not feel as did 
the old prospectors in many instances in the far West, when 
perhaps their sole companion and protector through the 
long wilderness nights would be their dog they had brought 
from the States. The hungry coyotes would gather round, 
making the nights hideous with their barking and efforts 
to get at the inmates in their little boarded hut. Then 
imagine the dismay when it was found that the dog, their 
friend, was missing and that a night or two later they could 
recognize the voice of their once faithful watchdog among 
the coyotes, having joined them in their savage efforts to 
get at the prospectors, Shall we Democrats, professed de- 
fenders of the common people, unleash our only 
hound to join the trust coyotes? 
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In the name of Jefferson, in the name of Jackson, in the 
name of Wilson, in the name of that great commoner, Wil- 
liam Jennings Bryan, let me voice the hope at this critical 
time that it will not be the choice of the Democratic Party 
to destroy the one law that enables us to cling to some hope 
of restoring the little fellow in trade to his rights—the 
Sherman antitrust law. 

Mr. McFADDEN. Mr. Speaker, will the gentleman yield? 

Mr. SHANNON. Yes. 

Mr. McFADDEN. I am entirely in accord with what the 
gentleman says about the Clayton Act. I am glad that he 
has made the statement he has as to the source of the 
demand for the repeal of the Clayton Act. It is a dangerous 
thing to do at this time. I am very much disturbed today 
about the legislation that we are about to vote on this com- 
ing week. I refer first to the passage of the bill proposing to 
amend the Federal Reserve Act. That bill will centralize 
the control and management of our finances in this country 
to an extent that no one has ever dreamed of. 

Then we have this other proposal to create a superstruc- 
ture and control over industry in the United States. The 
centralized control proposed in that bill will destroy indi- 
vidual initiative; it will destroy independent institutions 
that have been built up with experience, money, and labor. 
And may I say to the gentleman that the influences that he ` 
has been referring to now control the railroads of the United 
States and control the financial system of the country, and 
if we pass this industry control bill under the leadership 
that is proposed, we will give control of industry in the 
United States to that same crowd. We have already granted 
control over farming to this same group. 


PERRY’S VICTORY MEMORIAL COMMISSION (H.DOC. NO. 39) 


The SPEAKER laid before the House the following mes- 
sage from the President of the United States, which was 
read and, with the accompanying papers, referred to the 
Committee on the Library and ordered to be printed: 


To the Congress of the United States: 

I transmit herewith for the information of the Congress 
a special report of the Perry’s Victory Memorial Commission 
dated April 6, 1933, supplementary to the annual report of 
the Commission for the fiscal year ended December 1, 1932. 

FRANKLIN D. ROOSEVELT. 

Tue Warre House, May 19, 1933. 


FOREIGN SERVICE RETIREMENT SYSTEM (H.DOC. NO. 41) 


The SPEAKER also laid before the House the following 
message from the President of the United States, which was 
read and, with the accompanying papers, referred to the 
Committee on Foreign Affairs and ordered printed: 


To the Congress of the United States: 

I transmit herewith a report by the Secretary of State 
showing all receipts and disbursements on account of refunds, 
allowances, and annuities for the fiscal year ended June 30, 
1931, in connection with the Foreign Service retirement and 
disability system as required by section 26 (a) of an act for 
the grading and classification of clerks in the Foreign Serv- 
ice of the United States of America, and providing compen- 
sation therefor, approved February 23, 1931. 

FRANKLIN D. ROOSEVELT. 

Enclosure: Report concerning retirement and disability 
fund Foreign Service. 

THE WHITE House, May 19, 1933. 


REPORT OF DIRECTOR GENERAL OF RAILROADS, 1932 (H.DOC. NO. 40) 
The SPEAKER also laid before the House the following 
message from the President of the United States, which was 
read and, with the accompanying papers, referred to the 
Committee on Interstate and Foreign Commerce and ordered 
printed: 
To the Congress of the United States: 
I transmit herewith for the information of the Congress 
the annual report of the Director General of Railroads for 
the calendar year 1932. 


Tue WEITE House, May 19, 1933. 
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BOARD OF VISITORS, MILITARY ACADEMY 


The SPEAKER laid before the House the following com- 

munication, which was read: 
May 18, 1933. 
Hon, Henry T. RAINEY, 
Speaker of the House of Representatives, 
The Capitol, Washington, D.C. 

My Dran Mr. Speaker; Pursuant to law, beg to advise that I 
have appointed as representing the Committee on Military Affairs 
of the House of Representatives the following members of said 
committee to be members on the part of that committee of the 
Board of Visitors to the United States Military Academy, for the 
present year: Myself, Representative HILL of Alabama; Representa- 
tive Jen Jonson, of Oklahoma; Representative PAUL KVALE, of 
Minnesota; Representative W. Frank James, of Michigan; Repre- 
sentative Harry C. RaNsLEY, of Pennsylvania; and Representative 
T. C. CocHran, of Pennsylvania. 

N kindest personal regards, I am 


Yours very 
J. J. McSwatn, Chairman. 


CHILD-LABOR AMENDMENT TO CONSTITUTION 


The SPEAKER laid before the House a communication 
from the secretary of the Senate of the State of Michigan 
transmitting the following proposed amendment to the Con- 
stitution of the United States: 

STATE or MICHIGAN, 


FIFTY-SEVENTH LEGISLATURE, 
Regular Session of 1933. 
Senate Concurrent Resolution 45 
A concurrent resolution proposing the ratification of the child- 
labor amendment to the Constitution of the United States 
Whereas the Congress of the United States has, under the fifth 
article of the Constitution of the United States, proposed an 
amendment to said Constitution in the following words, to wit: 
“Section 1. The Congress shall have power to limit, regulate, 
and prohibit the labor of persons under 18 years of age. 
“Sec.2. The power of the several States is unimpaired by this 
article except that the operation of State laws shall be suspended 
to the extent necessary to give effect to legislation by the Con- 


Now, therefore, be it 
Resolved by the senate (the house of representatives concur- 
ring), That the said amendment to the Constitution of the United 
States be, and the same is hereby, ratified; and be it further 
Resolved, That a certified copy of the foregoing resolution be 
forwarded by his excellency, the Governor of the State of Michi- 
gan, to the of State of the United States, to the Pre- 
siding Officer of the United States Senate, and to the Speaker of 
the House of Representatives of the United States. 
Adopted by senate May 9, 1933. 
Adopted by house May 10, 1933. 
ALLEN E. STEBBINS, 
Trenn of Senate. 
MARTIN R. BRADLEY, 
Speaker of the House of Representatives. 
Don W. CANFIELD, 
Secretary of Senate. 
MYLES F. GRAY, 
Clerk of House. 


EXTENSION OF REMARKS 


Mr. GASQUE. Mr. Speaker, as chairman of the Pensions 
Committee, my office is called upon from 5 to 25 times a day 
to know just exactly what effect the recent Economy Act 
has on the different classes of pensions. With the assist- 
ance of the law examiner in my ofñce, I have prepared a 
brief and, I think, a rather clear synopsis of just what that 
is. Iask unanimous consent that this may be printed in the 
Recorp at this point for the information of the Members. 

The SPEAKER. Is there objection to the request of the 
gentleman from South Carolina [Mr. GASQUE]? 

There was no objection. 

Mr. GASQUE. Mr. Speaker, the synopsis will be in a brief, 
general way show the amounts of pension to be paid to the 
veterans and their dependents under the provisions of these 
new regulations. I have arranged the statement to show, 
first, just what benefits in the way of pensions the Spanish- 
American War veterans and their dependents get for dis- 
ability contracted in service in line of duty; also the benefits 
for disability not contracted in line of duty. The next state- 
ment shows the benefits paid to peace-time service veterans 
and their dependents for service-connected disability. My 
next group shows the pension for World War veterans and 
their dependents where disability or death is shown to be 
due to service in line of duty; also the benefits for non-serv- 
ice-connected disability. The next statement shows the 
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effects of these regulations upon former members of the 
military or naval service in wars prior to the Spanish- 
American War and their dependents. The next statement 
shows that the emergency officers retain their present rates 
without reduction under certain conditions. 
SPANISH WAR VETERANS 
(Line of duty) 

First. Disability due to service, in line of duty, honorable 
discharge, and not due to misconduct. 

Second. Disability must have been contracted during an 
enlistment entered into on or before April 21, 1898, and 
before August 13, 1898, where the injury was incurred or 
aggravated prior to July 5, 1902. 

Third. If disability was contracted during Philippine in- 
surrection on or before August 13, 1898, and before July 5, 
1902 (enlistment after Aug. 13, 1898), there must have been 
actual participation in the Philippine insurrection. 

Fourth. Those engaged in hostilities in Moro Province, 
the dates are entended to July 15, 1903. 

Fifth. During an enlistment where there was actual par- 
ticipation in the Boxer rebellion on or after June 20, 1900, 
and before May 13, 1901. 

Sixth. If disability was incurred or aggravated by active 
military or naval service during an enlistment where there 
was an active service in Spanish-American War or actual 
participation in the Boxer rebellion or Philippine insur- 
rection. 

Seventh. Presumptions: (a) A person who had active 
military or naval service of 90 days or more is presumed to 
have been sound at enlistment, except for defects noted 
at time of enlistment or where evidence or medical judg- 
ment is such as to warrant finding that disability existed 
prior to enlistment. 

(b) A chronic disease of 10 percent or more becoming 
manifest within 1 year from date of separation from active 
service will be considered as incurred or aggravated by serv- 
ice even though there is no record of same in service, pro- 
vided soldier rendered 90 days’ or more service and evidence 
fails to show an intercurrent injury or disease which is a 
recognized cause of such chronic disease or the disability is 
not due to misconduct. 

Eighth, A pre-existing injury or disease is considered to 
have been aggravated by active service where there is an 
increase in disability during active service unless specific 
findings show increase in disability is due to the natural 
progress of the disease. 

Ninth. Rates per month as follows: 


Additional rate of $20 for anatomical loss of use of hand, 
foot, eye. Rates of $100, $150, $175, $200, and $250 for 
blindness and loss of arm, leg, and so forth. 

Widows and children 
(Soldier's death due to service) 


Rates per month as follows: 


Widow: but; poshna g a none panain 

Widow and 1 child ($6 for each additional child) 

No widow but 1 child 

No widow but 2 children, $30 equally divided. 

No widow but 3 children, $40 equally divided and $5 for each 
additional child, total amount to be equally divided. 

Dependent mother or father, $20; or both, $15 each, 


Total amount payable under this section shall not exceed 
$75. Where such benefits would otherwise exceed $75, the 
amount of $75 may be apportioned as the Administrator of 
Veterans’ Affairs may prescribe. 

The term “child” shall mean a legitimate child or a child 
legally adopted, unmarried, and under the age of 16 years, 
unless prior to reaching the age of 16 the child becomes or 
has become permanently incapable of self-support by reason 
of mental or physical defect. 

Widow must haye married soldier prior to September 1, 
1922; no revival of pension to widows on revived widowhood. 
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SPANISH-AMERICAN VETERANS 
(Disability not due to service) 

First. Ninety days’ service and honorable discharge dur- 
ing Spanish-American War, Boxer rebellion, Philippine in- 
surrection, under certain conditions, namely: 

(a) Must have had actual participation during Boxer re- 
bellion or the Philippine insurrection. 

(b) It is necessary that a claimant shall have entered 
service prior to the cessation of hostilities and shall have 
served continuously thereafter for 90 days. A period of 
continuous active service for 90 days which commenced 
prior to and extended into a period of hostilities—Spanish, 
Boxer, Philippine—shall be considered as meeting the re- 
quirements. 

(c) Pension paid only for a permanent total disability 
not the result of his own misconduct. 

(d) Rate paid is $20 per month. 

(e) Any veteran of the Spanish-American War over 62 
years of age who meets the other requirements shall be 
entitled to receive a pension of $6 per month for disability 
less than permanent total. 

() Pension will not be paid to a single person whose in- 
come exceeds $1,000 per year, or married person or person 
with minor children whose income exceeds $2,500. This 
does not apply to veterans over 62 years of age. 

Widows and children 
(Soldier's death not due to service) 

First. Widow must have married soldier prior to Septem- 
ber 1, 1922; no revival of pension to widows on revived 
widowhood. 

Second. Must have had 90 days’ service with honorable 
discharge in service mentioned above. 

Third. Rates of pension paid per month as follows: 

Widow but no child, $15; widow and 1 child ($3 additional for 
each child), $20; no widow but 1 child, $12; no widow but 2 
children ($15 equally divided); no widow but 3 children ($20 
equally divided and $2 additional for each child, total amount to 
be equally divided). 

Total pension under this section shall not exceed $27 
monthly. Where such benefits would otherwise exceed $27 
monthly, the amount of $27 may be apportioned as the 
Administrator of Veterans’ Affairs may prescribe. 

The term “ child“ shall mean a legitimate child or a child 
legally adopted, unmarried, and under the age of 16 years, 
unless prior to reaching the age of 16 the child becomes or 
has become permanently incapable of self-support by reason 
of mental or physical defect. 

PEACE-TIME SERVICE 
(Line of duty) 

First. For disability resulting from personal injury or dis- 
ease contracted in line of duty or for aggravation of a pre- 
existing injury or disease contracted or suffered in line of 
duty, when such disability was incurred in or aggravated by 
active military or naval service during time of peace, pro- 
vided such veteran was honorably discharged and the dis- 
ability is not the result of the person’s own misconduct. 

Second. A person who had active military or naval service 
for 6 months or more is presumed to have been sound at 
enlistment, except for defects noted at time of enlistment 
or where evidence or medical judgment is such as to warrant 
a finding of a disability existing prior to enlistment. 

Third. Rates per month as follows: 

SO nn eae n pam te A) e ot eo, 


Additional rate of $10 for the anatomical loss or the loss 
of the use of only one foot or one hand or one eye. Rates of 
$50, $75, $87, $100, and $125 for blindness, loss of arms, legs, 
and so forth. f 

Widows and children 
(Soldier's death due to peace-time service) 
Rates per month are as follows: 


WRIA GW DUG FIO CRUG y ERN 
Widow and 1 child ($4 for each additional chud) 30 
be Re ho Moy Mh ee Itt eee a ae ee a ee A 15 
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Widows and children—Continued 
No widow but 2 children ($22 equally divided). 
No widow but 3 children ($30 equally divided, with $3 for each 
additional child; total amount to be equally divided). 
Dependent mother or father ($15; or both, $11 each). 

The total amount payable under this paragraph shall not 
exceed $56. When such benefits would otherwise exceed $56, 
the amount of $56 may be apportioned as the Administrator 
of Veterans’ Affairs may prescribe. 

Widow must have married veteran prior to the expiration 
of 10 years subsequent to his discharge from the enlistment 
during which the injury or disease on account of which claim 
is being filed was incurred. í 

The term “ child ” shall mean a legitimate child or a child 
legally adopted, unmarried, and under the age of 16 years, 
unless prior to reaching the age of 16 the child becomes or 
has become permanently incapable of self-support by reason 
of mental or physical defect. 

WORLD WAR VETERANS 
(Line of duty) 

First. Disability due to service, in line of duty, honorable 
discharge, and not due to misconduct, 

Second. Disability must have been contracted during an 
enlistment entered into on or after April 6, 1917, and before 
November 12, 1918, when the disease or injury was incurred 
prior to July 2, 1921; provided, however, if the person was 
serving with the United States military forces in Russia, the 
dates herein shall be extended to April 1, 1920. 

Third. Any person, who on or after April 6, 1917, and prior 
to November 12, 1918, applied for enlistment or enrollment 
in the active military or naval forces and who was provi- 
sionally accepted and directed or ordered to report to a 
place for final acceptance into such military service, or who 
on or after April 6, 1917, and prior to November 12, 1918, 
was drafted and after reporting pursuant to the call of his 
local draft board and prior to rejection, or who on or after 
April 6, 1917, and prior to November 12, 1918, after being 
called into the Federal service as a member of the National 
Guard but before being enrolled for the Federal service 
suffered an injury or disease in line of duty, and not the 
result of his own misconduct, will be considered to have in- 
curred such disability in active military or naval service 
during the period of the World War. 

Fourth. Presumptions: (a) A person who had active mili- 
tary or naval service of 90 days or more is presumed to have 
been sound at enlistment, except for defects noted at time 
of enlistment, or where evidence or medical judgment is 
such as to warrant finding that disability existed prior to 
enlistment. 

(b) A chronic disease of 10 percent or more becoming 
manifest within 1 year from date of separation from active 
service will be considered as incurred or aggravated by 
service even though there is no record of same in service, 
provided soldier rendered 90 days’ or more service and evi- 
dence fails to show an intercurrent injury or disease which 
is a recognized cause of such chronic disease or the disability 
is not due to misconduct. 

Fifth. A preexisting injury or disease is considered to 
have been aggravated by active service where there is an 
increase in disability during active service unless specific 
findings show increase in disability is due to the natural 
progress of the disease. 

Sixth. Rates per month as follows: 


10 PBR ORIG a eer nila enemies rn ions aap eben ie ——j—ç——ꝓ— $3 
r r eae 20 
„„ connate ninety cena AR 40 
F.... D . E R pens hema 60 
OD ca rte pice tenner peterpan ee Se ee a 80 


Additional rate of $20 for anatomical loss of use of hand, 
foot, eye. Rates of $100, $150, $175, $200, and $250 for 
blindness and loss of arm, leg, and so forth. 

Widows and children 
(Soldier's death due to service) 


Rates per month as follows: 


MoN put pa (Cie y etme ae $30 
Widow and 1 child ($6 for each additional child) 40 
Ca a dap i) a Rs eT Eee ae o Se Rae ME 20 
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Widows and children—Continued’ 

No widow but two children ($30 equally divided). 

No widow but three children ($40 equally divided, and $5 for 
each additional child, total amount to be equally divided). 

Dependent mother or father ($20, or both, $15 each). 

Total amount payable under this section shall not exceed 
$75. Where such benefits would otherwise exceed $75 the 
amount of $75 may be apportioned as the Administrator of 
Veterans’ Affairs may prescribe. 

The term “ child” shall mean a legitimate child or a child 
legally adopted, unmarried, and under the age of 16 years, 
unless prior to reaching the age of 16 the child becomes or 
has become permanently incapable of self-support by reason 
of mental or physical defect. 

Widow must have married soldier prior to July 3, 1931, no 
revival of pension to widows on revived widowhood. 

WORLD WAR VETERANS 
(Disability not due to service) 

First. Ninety days’ service and honorable discharge during 
the World War, under certain conditions, namely: 

(a) For the purposes of this section the World War shall 
be deemed to have ended November 11, 1918. In determin- 
ing the period of active service for the purposes of this sec- 
tion it is not requisite that the 90-day period of service shall 
have been completed before the cessation of hostilities. It is 
necessary, however, that a claimant shall have entered sery- 
ice prior to the cessation of hostilities and shall have served 
continuously thereafter for 90 days. 

(b) Pension paid only for a permanent total disability not 
the result of his own misconduct. 

(c) Rate of pension paid is $20 per month. 

(d) Pension will not be paid to a single person whose in- 
come exceeds $1,000 per year or married person or person 
with minor children whose income exceeds $2,500 per year. 

WORLD WAR WIDOWS AND CHILDREN 
(Soldier’s death not due to service) 


No pension will be paid to widows and dependents of 
veterans of the World War unless it has been proven that 
the veteran’s death was due to injury or disease contracted 
in service in line of duty. 

CIVIL WAR AND INDIAN WARS 


Any pension and/or any other monetary gratuity payable 
to former members of the military or naval service in wars 
prior to the Spanish-American War, and their dependents, 
for service, age, disease, or injury, except retired pay of 
officers and enlisted men of the Regular Army, Navy, Marine 
Corps, or Coast Guard, shall be reduced by 10 percent of the 
amount payable. This reduction is only for the fiscal year 
ending June 30, 1934. è 

_ EMERGENCY OFFICERS’ RETIRED PAY 


An emergency officer granted retirement pay prior to 
March 20, 1933, shall be entitled to continue to receive such 
retirement pay, without any reduction, if the disability for 
which he has been retired with pay resulted from disease or 
injury incurred in line of duty during the World War, pro- 
vided such person entered active service between April 6, 
1917, and November 11, 1918, and that the disease or injury 
or aggravation of the disease or injury directly resulted from 
the actual performance of military or naval duty, and that 
the causative factor therefor is shown to have arisen out of 
the performance of duty during such service. 

Mr. WEIDEMAN. Mr. Speaker, I ask unanimous consent 
to revise and extend my remarks and to insert certain rec- 
ords showing the amount of American money invested in 
foreign stocks. 

The SPEAKER. Is there objection to the request of the 
gentleman from Michigan [Mr. WEDEMAN]? 

There was no objection. 

MESSAGE FROM THE PRESIDENT 

Sundry messages in writing from the President of the 
United States were communicated to the House by Mr. 
Latta, one of his secretaries, who also informed the House 
that on May 18, 1933, the President approved and signed a 
bill of the House of the following title: 
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H.R. 5081. An act to improve the navigability and to pro- 
vide for the flood control of the Tennessee River; to pro- 
vide for reforestation and the proper use of marginal lands 
in the Tennessee Valley; to provide for the agricultural and 
industrial development of aid valley; to provide for the 
national defense by the creation of a corporation for the 
operation of Government properties at and near Muscle 
Shoals in the State of Alabama, and for other purposes. 


PERMISSION TO ADDRESS THE HOUSE 


Mr. BLANTON. Mr. Speaker, I ask unanimous consent 
to address the House for 10 minutes, 

The SPEAKER. Is there objection to the request of the 
gentleman from Texas [Mr. BLANTON]? 

There was no objection, 


Mr. BLANTON. Mr. Speaker, the Committee on Rules 
has today brought in a special rule making in order House 
Joint Resolution No. 149, favorably reported from the For- 
eign Affairs Committee on April 14, 1933. But for this spe- 
cial rule, this resolution would not be in order, and the 
Speaker would sustain a point of order that I otherwise 
would make against it. But this special rule makes the 
resolution impervious to all points of order. This special 
rule allows only 1 hour of general debate on this resolution, 
one half of which is to be controlled by the chairman, and 
the other half by the ranking minority member of the For- 
eign Affairs Committee. Unless the other 410 Members of 
the House can obtain a little of this time from the Foreign 
Affairs Committee, they will not have an opportunity to say 
one word against the proposition, for under the terms of 
the special rule, all of the time for debate will be controlled 
by the chairman and ranking minority member of the Com- 
mittee on Foreign Affairs. 

Inasmuch as this measure doubtless will be called up for 
passage tomorrow, I am taking the floor to warn my col- 
leagues of its provisions. I mentioned it on the day it was 
favorably reported, and I discussed it again on May 12, 
1933 (p. 3355) and warned you to be on the lookout when 
it came up for passage. Are you in favor of spending 
$48,500 every year for all time to come on a so-called In- 
ternational Institute of Agriculture at Rome, Italy"? That 
is what it proposes, for I now quote the first part of it word 
for word, as follows: 

Joint resolution autho’ an annual appropriation for the 


rizing 
expenses of. participation by the United States in the Inter- 
national Institute of Agriculture at Rome, Italy 


Resolved by the Senate ena House of Representatives of the 
United States of America in Congress. assembled, That the sum 
of $48,500, or so much thereof as may be necessary, is hereby 
authorized to be appropriated annually, for the expenses of par- 
ticipation by the United States in the International Institute of 

Agriculture at nom iene to be expended under the direction of 
the Secretary of 8 

And so forth. And after authorizing the payment of 
about $5,000 toward the annual support of this institute 
in Rome, Italy, it then provides: 

Not to exceed $7,500 for the salary of a United States member 
of the permanent committee of the International Institute of 
Agriculture. 

That $7,500 happens to be a raise of $2,500 more in salary 
than was proposed by a similar resolution which the chair- 
man of the Foreign Affairs Committee introduced in the last 
Congress, and I refer to House Joint Resolution No. 586, 
introduced in the House by Chairman McReynotps on Feb- 
ruary 2, 1933, and favorably reported on February 16, 1933, 
in which this particular clause reads as follows: 


Not to exceed $5,000 for the salary of a United States member of 
the permanent committee of the International Institute of 
Agriculture. 


Just what has happened since February 16, 1933, to cause 
the Committee on Foreign Affairs to want to raise this salary 
from $5,000 to $7,500? Are we raising salaries just now? 
Then, when did we begin to raise them? We have lowered 
and not raised salaries. We have cut all salaries 15 percent. 
Then why should we have an American employed by the 
year as a member of this institute in Rome, Italy? And why 
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should he live in Rome, Italy, the year round. The next 
provision of this resolution provides: 

Not to exceed $5,500 for rent of living quarters, including heat, 
fuel, and light. 

Are you in favor of furnishing a home in Rome, Italy, for 
this member of this Agricultural Institute in Rome, Italy, 
at an annual cost of $5,500? I am not. 

Then the next item of expense in this resolution is to pay 
the following: 

Compensation of subordinate employees without regard to the 
Classification Act of 1923, as amended. 

Thus, there is no limitation in the measure as to the num- 
ber of subordinate employees to be employed, and no limi- 
tation as to the salaries to be paid them, but Congress is to 
leave all that to somebody else. Who is to do the employ- 
ing? Who is to fix their salaries? Are you colleagues here 
not interested in knowing beforehand these pertinent facts? 
I am interested in knowing them beforehand, and I am 
going to know them before such measures are passed. 

I am afraid that the State Department is getting into 
the bad habit of adopting the methods used by the War 
Department and the Navy Department when framing their 
bills, in using technical language in its bills likewise, so that 
there will be little chance of discovery as to its intent and 
purpose. There are five innocent-looking little words in 
this resolution under which the greater part of this $48,500 
will be spent each year, and they are the following, cut off 
by semicolons, to wit: 

Actual and necessary traveling expenses. 


These words are the ones that will permit the junkets. 
You will remember that there is an expense quota of about 
$5,000, and an annual salary of $7,500, and $5,500 for rent, 
heat, fuel, and light of his living quarters, and some com- 
pensation for subordinate employees. The balance of this 
annual $48,500 is to be spent under the heading “actual 
and necessary traveling expenses”, and I want to know 
who is to do this traveling. I want to know who is to go 
on these junkets. 

I represent a farming and stock-raising district. I am in 
close touch with the farmers. I know what they are think- 
ing about. I know how they feel. I know what they want, 
and I know what they do not want. And I know that the 
farmers do not want us to spend $48,500 to participate in 
any so-called Institute of Agriculture” in Rome, Italy. I 
know that they do not want us to pay $5,000 per year to Italy 
on the expenses of this institute. I know that the farmers 
do not want us to pay a man $7,500 per year salary and 
allow him $5,500 for dwelling, heat, fuel, and lights in Rome, 
Italy, just to be a member of that Italian institute. I know 
that the farmers do not want us to spend money to employ 
any subordinate employees for them in Rome, Italy. I know 
that the farmers do not want us to spend the balance of this 
$48,500 for annual traveling expenses over to Rome, Italy. 

It may be of interest to you to know who started this 
Agricultural Institute in Rome, Italy. There was a man 
named David Lubin, of California, from whence comes our 
distinguished colleague—— 

Mrs. KAHN. May I say that I am not the only inhabitant 
of California present? 

Mr. BLANTON. But I knew my friend would know some- 
thing about it. In 1905 this man Lubin got the King of Italy 
to such a conference, and the United States was represented 
in it by Henry White, our then Ambassador to Italy. In- 
stead of having our Ambassador, already there, and already 
drawing a salary to represent us, and already being fur- 
nished with a dwelling, heat, fuel, and lights, to sit in such 
conference as our representative whenever it was held, we 
entered into a new arrangement of having another and dif- 
ferent representation at an added cost. And ever since 1905, 
except an interim during and following the war, and until 
1928, when we cut loose from them, we have been “ partici- 
pating” in this so-called “Institute of Agriculture” at 
Rome, Italy, each year at an expense that has varied be- 
tween $29,577 to $68,340 per annum. Since 1928 we have 
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had no delegate to participate at Rome, Italy, in this insti- 
tute, and we have ceased to participate actively in the affairs 
of the organization. And I want to say that it will pay us 
to stay out of it. We have been out of it since 1928. And 
we ought not to go back into it, especially when it will cost 
us $48,500 annually. 

To give you an idea of just how each delegate we send to 
Europe spends public money ihat we take from the people 
back home in taxes, I remember that on May 8, 1928, there 
was held in Rome, Italy, what the Italian authorities called 
“an International Conference on Literary and Artistic 
Property.” Of course, we had to attend it. There is always 
somebody who wants to attend. As a United States delegate 
there was a Mr. Thorvald Solberg, already employed on a 
salary, and he is an able, capable man, and I have high re- 
spect and regard for him, and the following is a correct state- 
ment of the expenses of his trip to Rome, which I got direct 
from the State Department, to wit: 

Steamship fare, New York to Cherbourg, and railway 


fare, Cherbourg to Paris and return $634. 00 
Railroad fare, Washington to New Tork od 8.14 
Pullman fare, Washington to New Tork 1. 88 
Miscellaneous traveling expenses and per diem allowances 

in r TOM 

TO ONS ees eS OS SE TEE sper 1, 277.41 


And that $1,277.41 for Mr. Thorvald Solberg’s junket 
abroad was paid out of the Public Treasury with tax money 
wrung from the pockets of taxpayers whose shoulders are 
overburdened. 

Oh, it is easy to theorize on paper, and to declare that 
certain imaginary benefits will accrue from this institute 
and that, but I challenge any official of this Government 
to show where the farmers of the United States have ever 
received any practical benefit whatever from this institute 
at Rome, Italy. Not many farmers eyen know that it has 
ever existed. My good colleague from Oklahoma, WILL 
Rocers, tells me that he has taught school for the last 15 
years and he never before heard of this Agricultural Insti- 
tute at Rome, Italy. It is a junket proposition, pure and 
simple. 

Mr. FORD. But the gentleman is talking about a junket. 
There is no junket in that resolution. 

Mr. BLANTON. Now, why is there not? 

Mr. FORD. That is for a permanent delegate. 

Mr. BLANTON. Now let us see about that. Why do we 
have to have a man live in Rome, Italy, at a salary of $7,500, 
with an allowance of $5,500 more for his home, all the time, 
by the year, to attend an institute? They proposed last 
February to pay him only $5,000 a year to live in Rome. 

Mr. HOEPPEL. Will the gentleman yield? 

Mr. BLANTON. In just a moment. Now they are pro- 
posing to increase that salary from $5,000 to $7,500 by this 
bill, to live in Rome, Italy; and they are proposing to give 
him $5,500 more a year for expenses there, for rent and 
expenses. Then, what is to become of the balance of the 
$48,500 each year? He will not do the farmers of the United 
States one dollar of good. There is not a farmer in my big 
district in Texas who wants this institute held in Rome. 
I will say to my friend WILL Rocers, of Oklahoma, there is 
not one farmer in the whole State of Oklahoma who 
wants it. 

Mr. GASQUE. Will the gentleman yield? 

Mr. BLANTON. In a moment, I will, gladly. But the 
Foreign Affairs Committee is interested simply because the 
State Department sent it to them. Now, this is the way 
these things happen. 

Some fellows want to take trips to Europe. They get a 
department to send a recommendation to the President. 
The President knows nothing about the matter. He merely 
approves the recommendation of his department. The de- 
partment forwards the recommendation to a committee of 
Congress, together with a draft of the bill they want passed. 
Many times committees approve them without question or 
serious thought, and Congress passes them, and the money 
is spent, and the junkets taken: That is why we find so 
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many employees of this Government frolicking all over 
Europe every year, and we have to tax the people to pay for 
it. I remember that in another Congress, I was a conferee 
on a bill, and I objected to an item of $10,000 that had been 
put into it, and it was remarked, “Oh, we cannot take that 
out, as it is the summer trip of our good friend 9 
We must stop these summer trips, even if they are to be 
taken by good friends of ours. 

Why, Rome, Italy, is simply bedecked constantly with 
international conferences. If we attended all of them that 
are held there, we would be going back and forth all of the 
time, at great expense to the people. The following is a 
communication that came here to the House from the State 
Department last January inviting us to come to Rome, Italy, 
on an “International Parliamentary Conference on Com- 
merce ”: 


DEPARTMENT OF STATE, 
Washington, January 4, 1933. 
Hon. JOHN N. GARNER, 
Speaker of the House of Representatives. 

Sır: There is transmitted herewith for your information and 
consideration a copy of a despatch from the American Embassy at 
Rome and its enclosure, a letter from the secretary general of the 
International Parliamentary Conference on Commerce, extending 
to the Congress of the United States an invitation to be repre- 
sented at the eighteenth plenary assembly of the above-mentioned 

tion, which is to take place in the capitol at Rome, be- 


a Inning April 19, 1933 

The 9 will be pleased to receive an indication of the 
views of the House of Representatives with regard to this invita- 
tion in order that an appropriate reply may be made to the sec- 
retary general of the conference. 

For your information, it may be stated with regard to the seven- 
teenth assembly of this conference which was held at Prague in 
1931 that, the Senate and House of Representatives having ad- 
journed without having taken action to appoint representatives, 
this Department was requested by officers of the two Houses to 
delegate observers on behalf of the Government of the United 
States from the Foreign Service. As a result the American consul 
general and the commercial attaché at Prague were so delegated. 

This matter is also being referred to the Vice President. 

Very truly yours, 
H. L. STIMSON. 

We ought to stop this eternal spending of public money 
on wasteful, extravagant, and useless matters. This Insti- 
tute of Agriculture in Rome, Italy, may be important to 
Italians in Rome, but it is of absolutely no interest to the 
farmers of America. I want to ask you colleagues present, 
have you got any farmers at home in your district who want 
you to spend $48,500 each year having somebody attend this 
institute in Rome, Italy? If you have such farmers, I feel 
sure that they do not know how to milk cows, as does my 
good friend from Minnesota, Senator MAGNUS JOHNSON. 

Mr. JOHNSON of Minnesota. I stand with the gentleman 
on this; I am with him. 

Mr. BLANTON. We ought to stop it. I have been fight- 
ing against these expensive junkets ever since I first came to 
Congress. 

You will note that these delegates on trips abroad, like 
Mr. Thorvald Solberg, use $1,277.41, so they can spend 
going over $500 for a trip on a big, fine Manhattan to 
Cherbourg and Paris, and another $500 to spend running 
around over Europe, with the trip back on a sea palace like 
the Washington. 

Mr. WEIDEMAN. Mr. Speaker, will the gentleman yield? 

Mr. BLANTON. I yield. 

Mr. WEIDEMAN. Itis just like sending them on a social 
trip at Government expense. 

Mr. BLANTON. That is it. I wish the gentleman could 
see what happens on some of these social trips. 

Mr. HART, Are these delegates farmers? 

Mr. BLANTON. No; they are not farmers. 

Mr. HART. Let me call the gentleman’s attention to 
what happened in Michigan in the matter of $250,000 spent 
in an effort to introduce and develop the Katahdin potato. 

Much money has been spent in the undertaking, with the 
result that a carload of these potatoes was shipped into the 
State of Michigan for the purpose of being given to the 
farmers of the country, but all that happened was that a few 
were given to college friends, who will cultivate these pota- 
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toes, so that next year they can charge the other farmers $5 
and $10 a bushel for them for seed. 

Mr. BLANTON. Yes; I showed just how much our De- 
partment of Agriculture spent in sending its scientists all 
over old Mexico and South America hunting wild potatoes. 
Mr. Speaker, I cannot yield further. 

{Here the gavel fell.] 

Mr. BLANTON. Mr. Speaker, I ask unanimous consent to 
proceed for 5 additional minutes. 

The SPEAKER. Is there objection to the request of the 
gentleman from Texas? 

There was no objection. 

Mr. BLANTON. I have been trying for years to stop this 
waste and extravagance. The President did not send this up 
here as an emergency measure. Our good friend, Cordell 
Hull, did not ask us to pass this kind of a measure when he 
was a Member of the House or Senate. 

re McREYNOLDS. Mr. Speaker, will the gentleman 
yield? 

Mr. BLANTON. I yield. 

Mr. McREYNOLDS. The gentleman is inaccurate in his 
statement regarding this matter. 

Mr. BLANTON. Now, I want to be fair to my friend. 

Mr. McREYNOLDS. Well, the gentleman is not fair. 

Mr. BLANTON. I want to say this: You cannot always 
rely on committees that bring in a resolution to give you all 
the facts. Why, you could not rely on the Rules Committee, 
and you could not rely on the gentleman from New York 
(Mr. Srrovicw] when they tried to get you to spend $250,000 
the other day on a junketing resolution. 

Because authors of such resolutions are my friends is 
not going to deter me from doing my duty here in trying 
to save the money of the people. 

Mr. BLACK. Does not the gentleman remember the time 
recently when the Judiciary Committee came in with a 
bill which the House was assured was endorsed by both 
the Department of Justice and the Department of State, 
when in fact both Secretaries repudiated it? 

Mr. BLANTON. The Rules Committee did turn down a 
request for a rule, the other resolution from the Com- 
mittee on the Judiciary, which sought to allow it to hold 
hearings anywhere in the United States, after the Speaker 
sustained my point of order against it, and I made that 
point of order when as good a friend as my friend from 
Texas [Mr. Sumners] is chairman of that committee. Yet 
this did not stop me from doing my duty and stopping that 
resolution, that would have permitted the 25 members of 
the Judiciary Committee to sit anywhere in the United 
States any time they wanted to and employ high-priced 
lawyers and experts at the expense of the people. This 
ought to be stopped; I do not care if Cordell Hull has 
approved it since he has become Secretary of State. 

Mr. McREYNOLDS. Will the gentleman yield? 

Mr. BLANTON. I am sure the gentleman this time will 
couch his question in friendly terms, and I yield. 

Mr. McREYNOLDS. Did I understand the gentleman to 
say that the Chairman of the Rules Committee had refused 
a rule on this resolution? 

Mr. BLANTON. Oh, no. I said he had brought in a rule 
for it. I said that the Rules Committee had refused to vote 
out a special rule for the investigation by the Judiciary 
Committee; and that is so, is it not? They have not brought 
in any rule on that, although we were served notice the 
other day by one member that they were going to bring it 
in immediately. They had a meeting, and I am informed 
by members of the committee that the members of the com- 
mittee opposed it and they could not pass it. 

Mr. BLACK. I referred to the press-censorship bill. 

Mr. BLANTON. I know that. I am talking about the 
resolution now for which they have been trying to get a rule 
that would permit the 25 members of the Committee on the 
Judiciary, or any subcommittee, to sit anywhere in the 
United States they want to from now until January 1 and 
employ experts, and so on. I stopped that bill with a point 
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of order. We ought to stop this eternal junketing in all bills. 
Applause. ] 

I hold in my hand a copy of Senate Document No. 130, 
Seventy-second Congress, first session, embracing a letter 
from President Hoover, transmitting to the Congress the 
recommendation of the Secretary of State, Mr. Stimson, 
proposing identically this same bill, except that the salary 
of the resident delegate was only $5,000, to wit: 


To the Congress of the United States: 

I commend to the favorable consideration of the Congress the 
inclosed report from the Secretary of State, to the end that legisla- 
tion may be enacted authorizing an annual appropriation of 
848.500 for the expenses of participation by the United States in 
the International Institute of Agriculture at Rome, Italy. 


HERBERT HOOVER. 
THe Wurre House, June 29, 1932. 


No such message as the above has ever come to us from 
President Franklin D. Roosevelt, in this emergency session. 
And in parallel columns I will now quote first on the left the 
bill prepared and sent by Mr. Henry L. Stimson, Secretary 
of State under Mr. Hoover, on June 29, 1932, and on the 
right the present bill that is to be taken up under the 
special rule, and you will see that they are exactly the same, 
except the latter proposes to raise the salary from $5,000 to 
$7,500. And following, in parallel columns, I will show the 
purposes of the institute, as stated in said Senate document, 
sent by Mr. Stimson in 1932, and the purposes of the insti- 
tute, as stated by the present report of the Committee on 
Foreign Affairs, and you will see that both are identical. 
Hence, you will see that these purposes are mere theoretical 
hopes and aspirations, and there is nothing whatever to 
show that any of such proposes have been accomplished. 

STIMSON'S BILL PRESENT BILL 


Joint resolution authorizing an Joint resolution authorizing an 
annual appropriation for the annual appropriation for the 
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1932 STATEMENT OF PURPOSES 


nomic information concerning 
farming, both vegetable and 
animal products, the commerce 
in agricuitural products, and 
the prices prevailing in the vari- 
ous markets. 

(b) Communicate to parties 
interested, also as promptly as 
possible, all the information 
just referred to. 

(c) Indicate the wages paid 
for farm work. 

(d) Make known the new dis- 
eases of vegetables which may 
appear in any part of the world, 
showing the territories infected, 
the progress of the disease, and, 
if possible, the remedies which 
are effective in combating them. 

(e) Study questions concern- 
ing agricultural cooperation, in- 
surance, and credit in all their 
aspects; collect and publish in- 
formation which might be use- 
ful in the various countries in 
the organization of works con- 
nected with agricultural coop- 
eration, insurance, and credit. 

(f) Submit to the approval of 
the governments, if there is oc- 
casion for it, measures for the 
protection of the common inter- 
ests of farmers and for the im- 
provement of their condition, 
after having utilized all the 
necessary sources of informa- 
tion, such as the wishes ex- 
pressed by international or 
other agricultural congresses or 
congresses of sciences applied to 
agriculture, agricultural socie- 
ties, academies, learned bodies, 
etc. 
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PRESENT STATEMENT OF PURPOSES 


nomic information concerning 
farming, both vegetable and 
animal products, the commerce 
in agricultural products, and 
the prices prevailing in the vari- 
ous markets. 

(b) Communicate to parties 
interested, also as promptly as 
possible, all the information 
just referred to. 

(c) Indicate the wages paid 
for farm work, 

(d) Make known the new dis- 
eases of vegetables which may 
appear in any part of the world, 
showing the territories infected, 
the progress of the disease, and, 
if possible, the remedies which 
are effective in combating them. 

(e) Study questions concern- 
ing agricultural cooperation, in- 
surance, and credit in all their 
aspects; collect and publish in- 
formation which might be use- 
ful in the various countries in 
the organization of works con- 
nected with agricultural coop- 
eration, insurance, and credit. 

(f) Submit to the approval of 
the governments, if there is oc- 
casion for it, measures for the 
protection of the common inter- 
ests of farmers and for the im- 
provement of their condition, 
after having utilized all the 
necessary sources of informa- 
tion, such as the wishes ex- 
pressed by international or 
other agricultural congresses or 
congresses of sciences applied to 
agriculture, agricultural socie- 
ties, academies, learned bodies, 
etc. 


expenses of participation by 

the United States in the In- 

ternational Institute of Agri- 
culture at Rome, Italy 

Resolved, etc., That the sum 
of $48,500, or so much thereof 
as may be necessary, is hereby 
authorized to be appropriated 
annually, for the expenses of 
participation by the United 
States in the International In- 
stitute of Agriculture at Rome, 
Italy, to be expended under the 
direction of the Secretary of 
State in the following manner: 

(1) Not to exceed the equiva- 
lent in United States currency 
of 192,000 gold francs for the 
payment of the annual quota of 
the United States for the sup- 
port of the institute, including 
the shares of the Territory of 
Hawaii, and of the dependencies 
of the Philippine Islands, Puerto 
Rico, and the Virgin Islands. 

(2) Not to exceed $5,000 for 
the salary of a United States 
member of the permanent com- 
mittee of the International In- 
stitute of Agriculture. 

(3) Not to exceed $5,500 for 
rent of living quarters, includ- 
ing heat, fuel, and light, as 
authorized by the act approved 
June 26, 1930 (46 Stat., p. 818); 
compensation of subordinate 
employees without regard to 
the Classification Act of 1923, as 
amended; actual and necessary 
traveling expenses; and other 
contingent expenses incident to 
the maintenance of an office at 
Rome, Italy, for a United States 
member of the permanent com- 
mittee of the International In- 
stitute of Agriculture. 


1932 STATEMENT OF PURPOSES 


The purposes of the institute 
as stated in the convention are 


to— 
(a) Collect, study, and pub- 

lish as promptly as possible 

Statistical, technical, or eco- 


expenses of participation by 
the United States in the In- 
ternational Institute of Agri- 
culture at Rome, Italy 


Resolved, etc., That the sum 
of $48,500, or so much thereof 
as may be necessary, is hereby 
authorized to be appropriated 
annually, for the expenses of 
participation by the United 
States in the International In- 
stitute of Agriculture at Rome, 
Italy, to be expended under the 
direction of the Secretary of 
State in the following manner: 

(1) Not to exceed the equiva- 
lent in United States currency 
of 192,000 gold francs for the 
payment of the annual quota of 
the United States for the sup- 
port of the institute, including 
the shares of the Territory of 
Hawaii, and of the dependencies 
of the Philippine Islands, Puerto 
Rico, and the Virgin Islands. 

(2) Not to exceed $7,500 for 
the salary of a United States 
member of the permanent com- 
mittee of the International In- 
stitute of Agriculture. 

(3) Not to exceed $5,500 for 
rent of living quarters, includ- 
ing heat, fuel, and light, as 
authorized by the act approved 
June 26, 1930 (46 Stat. p. 818); 
compensation of subordinate 
employees without regard to 
the Classification Act of 1923, as 
amended; actual and 
traveling expenses; and other 
contingent expenses incident to 
the maintenance of an office at 
Rome, Italy, for a United States 
member of the permanent com- 
mittee of the International In- 
stitute of Agriculture. 


PRESENT STATEMENT OF PURPOSES 


The purposes of the institute 
as stated in the convention are 
to— 


(a) Collect, study, and pub- 
lish as promptly as possible 
statistical, technical, or eco- 


Mr. BLANTON. So it will be easily seen, Mr. Speaker, 
that this whole matter is one that has come from the Depart- 
ment of Agriculture and the State Department, and they 
prepared and sent the measure here for us to pass. It is 
true, as the gentleman from Tennessee stated, that Hon. 
Cordell Hull, since he has become the Secretary of State, has 
approved this matter, but I imagine he did it perfunctorily. 

Not one word has come to us from anybody showing that 
any of the purposes for which this institute was formed has 
ever been accomplished. No one can tell us of any practical 
benefit that farmers have ever gotten from this institute. 
We have not participated in it since 1928. And we ought 
not to ever participate in it again. And we ought to save 
this $48,500 per year. We ought to defeat this resolution 
whenever it is called up for passage. 

Mr. McREYNOLDS. Mr. Speaker, I ask unanimous con- 
sent to address the House for 10 minutes. 

The SPEAKER. Is there objection to the request of the 
gentleman from Tennessee? 

There was no objection. 

Mr. McREYNOLDS. Mr. Speaker, I am very glad, indeed, 
that I happened to walk in on the floor of the House or was 
notified that the gentleman from Texas was making this 
speech. Tou know he has harped a great deal on these com- 
mittees that go abroad and he has even seen fit to reflect 
upon my committee and the chairman of the committee. 

Mr. BLANTON. Oh, not to refiect on them. I am a 
friend of every member of the Committee on Foreign Af- 
fairs. I am simply calling attention to the effect of legisla- 
tion that this committee has reported here. The gentleman 
knows that I would not reflect on any member of that 
splendid committee. 

Mr. McREYNOLDS. Whenever you go to discuss a mat- 
ter of this kind and attempt to give the gentleman the 
facts, he always leaves you and says that he will investi- 
gate it. 

The statement of the gentleman in reference to this bill 
not being advocated by Secretary of State Hull or by the 
President of the United States is absolutely without founda- 
tion and untrue. 
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If you will only examine the report, as you should have 
done, you will see the statement of Secretary Hull and the 
statement of the Secretary of Agriculture in this report; and 
I am authorized by the President of the United States him- 
self, by telephone communication this morning, to state that 
he is behind this bill and thinks that this information 
which the farmers of this country ought to have could be 
acquired cheaper by this means than by any other means we 
could offer. 

The gentleman talks about these junketing committees. 
I am certainly in sympathy and in harmony with him on 
that. I have voted against these junketing committees, 
but why does he bring that into this matter? This is not 
a junketing committee. The gentleman ought to be more 
careful about the statements he makes when he comes be- 
fore the House. 

What is this institution? What is its purpose? It was 
organized in 1905 by a man from California, our own coun- 
try, who went to Rome and secured the cooperation of the 
Government there, and it was made a world-wide matter of 
cooperation by the various nations. It was the greatest in- 
stitution of its kind in the world up to the time the League 
of Nations was created. It is the only place in the world 
where you can secure information for the farmers of this 
country. It gives you detailed reports, and these reports are 
used by the Agricultural Department and by the farmers 
throughout the Nation. It is also bound up by treaty agree- 
ments. There is a treaty between various nations, and the 
gentleman would have you violate these treaties. 

In 1921 and 1922 they had to pay more than the original 
treaty and the appropriations were made; but in 1928, as the 
gentleman has correctly stated, there was a disagreement 
about who was in charge and about the reservation of which 
the gentleman speaks, and then our country withdrew our 
delegates; but we had to pay, under our treaty agreements, 
toward the keeping up of the institution. 

Mr. BLANTON. That is about $4,000 a year. 

Mr. McREYNOLDS. It runs between four and five thou- 
sand dollars. Our treaty agreement provided for payment 
in francs, and as the franc had depreciated we did not have 
to pay more than four or five thousand dollars; and the party 
that he speaks of who was in charge, since that time has 
gone out of office at the request of this Government and 
other governments and now it is left to the council, and that 
is the reason that our Government and other governments 
are willing to go back into this institute, and that is the 
reason they come here asking you for this authorization. 

Mr. CARTER of California. Will the gentleman yield? 

Mr. MCREYNOLDS. Tes. 

Mr. CARTER of California. With the exception which 
the gentleman has noted, has the Government participated 
in this conference since 1905? y 

Mr. MCREYNOLDS. During the war, I think not. Up to 
1928 we had a delegate there. 

Mr. CARTER of California. Can the gentleman explain 
for the enlightenment of the House any benefit that has 
accrued to the farmer by reason of this conference? 

Mr. MCREYNOLDS. We have it in the report; the gen- 
tleman can see it by reading the report. 

Mr. BLANTON. Will the gentleman yield? 

Mr. McREYNOLDS. I yield. 

Mr. BLANTON. I will guarantee that my friend cannot 
find a farmer in Tennessee or a farmer in Texas that ever 
heard of this institute. 

Mr. McREYNOLDS. That is like the general statements 
the gentleman is making on the floor. The gentleman is 
continually making statements that are not borne out by the 
facts. That is the way I feel about it. The gentleman from 
Texas is always taking the floor to make general statements, 
and, in this case, trying to establish a connection with a 
junketing committee. He connected other junketing trips 
with this, for which there is no foundation. What we pro- 
pose to do is to preserve our treaty rights. We place a man 
there to look after the rights of this country. I think I 
would not have to go far to get a witmess—no farther than 
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the Speaker of this House, who is a farmer. I talked with 
him and he told me at one time that he had written over 
there for information and could not get it because we did 
not have a representative there. It was in reference to the 
great bank that was being organized for the League of 
Nations, by which the farmers of the country could be fur- 
nished loans at the rate of interest of 1 percent. That was 
very vital to this country. That would be a saving. It takes 
a qualified man there to represent this Government, to 
collect this data for the farmers of this country. 

You can get no information more valuable from any 
source than you get from this institute. As the President 
said this morning, there is no means by which we can 
acquire that information as cheaply as we can to meet our 
treaty obligations than by this expenditure. 

This bill was recommended by ex-President Hoover, Mr. 
Stimson of the State Department, and by the present Secre- 
tary of State, and the present Secretary of Agriculture, and 
the President of the United States. 

It seems to me, sir, that that ought to have some influence 
as to the importance of this service, more influence than the 
gentleman from Texas, who comes to you and says nobody 
except some students ever heard of this institute. 

Mr. BLANTON. Will the gentleman yield? 

Mr. McREYNOLDS. I will yield. 

Mr. BLANTON. The gentleman is the chairman of the 
committee. He ought to know as much about it as any 
member on his committee. I challenge him to tell one thing 
to this House, one piece of information of value to the farm- 
ers that this institute has ever given. If he can tell me one, 
I will sit down—one single piece of information that has 
been of value to the farmers, 

Mr. McREYNOLDS. If I gave that to the gentleman, he 
would be a doubting Thomas. 

Mr. BLANTON. No; but I want the facts. When the gen- 
tleman speaks of ex-President Hoover I am reminded that 
there is a monument down here on Pennsylvania Avenue 
known as the “ $20,000,000 Commerce Building ” that will be 
an eternal monument to Hoover’s extravagance. 

Mrs. ROGERS of Massachusetts. Mr. Speaker, will the 
gentleman yield? 

Mr. McREYNOLDS. Mr. Speaker, I want first to pay my 
respects to the gentleman from Texas. 

The SPEAKER. The time of the gentleman from Ten- 
nessee has expired. 

Mr. McREYNOLDS. Mr. Speaker, I ask unanimous con- 
sent to proceed for 3 minutes more. 

The SPEAKER. Is there objection? 

There was no objection. 

Mr. BLANTON. Mr. Speaker, I ask that the gentleman 
have 10 minutes more, because I wish he would tell us one 
piece of information that has been gathered by this institute 
at Rome that has benefited the farmer. 

The SPEAKER. The gentleman from Tennessee is recog- 
nized for 3 minutes. 

Mr. McREYNOLDS. Mr. Speaker, the gentleman from 
Texas [Mr. BLaxrox! says that he is always willing to be 
convinced by reason and logic. If he can show me anybody 
in this House who can substantiate that statement, I shall 
take more time, as he suggests. 

Mr. BLANTON. I will show the gentleman many Mem- 
bers here who will substantiate the fact. 

Mr. JOHNSON of Minnesota. Mr. Speaker, will the gen- 
tleman yield to me? 

Mr. McREYNOLDS,. Les. 

Mr, JOHNSON of Minnesota. I have not taken up very 
much time on this floor. As a farmer and a lawmaker, if I 
can call it that at the present time, can the gentleman tell 
me what real benefit American agriculture will have from 
this trip of, maybe, a dozen or a score of people to Rome? 

Mr. McREYNOLDS. The gentleman from Minnesota has 
misinformation about a score going to Rome. 

Mr. JOHNSON of Minnesota. If they spend $48,000—— 

Mr. McREYNOLDS. There is one representative there 
to represent this country. Let me show the gentleman the 
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purposes of this institution, and then he can judge for him- 
self whether or not. the information is worth anything to 
this country. What is the purpose of the institution? It 
is to collect, study, and publish as promptly as possible sta- 
tistical, technical, or economic information concerning farm- 
ing, both vegetable and animal products, the commerce in 
agricultural products, and the prices prevailing in the vari- 
ous markets of the world. 

Mr. JOHNSON of Minnesota. Stop right there. 

Mr. McREYNOLDS. No; let the gentleman do the stop- 
ping. I have the floor, it is my time. It strikes me that if 
that information is given to people who have things to 
ship, and they can be advised of the markets of the world, 
it will be of benefit. Second, its purpose is to communicate 
to parties interested, as promptly as possible, the informa- 
tion just referred to. That has been done throughout this 
country. Whether or not my friend from Texas [Mr. 
Branton] has received any information of that character 
I know not—but I presume not, because he is not a farmer, 
and he would not know what to do with it if he did get it. 

Mr. BLANTON. Oh, I will put my general information 
up against the gentleman’s general information. 

Mr. McREYNOLDS. I am not yielding. Third, to com- 
municate the wages paid for farm work and to make known 
new diseases of vegetables, which appear in any part of 
the world, showing the territories affected, the progress of 
the disease, and, if possible, the remedies which are effective 
in combating them. Does the gentleman believe that that 
will be of service to the farmers in this country? 

Mr. JOHNSON of Minnesota. May I ask the gentleman 
a question right there? 

The SPEAKER. The time of the gentleman from Tennes- 
see has again expired. 

Mr. JOHNSON of Minnesota. I want to ask the gentle- 
man 2 or 3 questions. 

Mr. BLANTON. Mr. Speaker, I ask unanimous consent 
that the gentleman have 2 minutes more. 

Mr. JOHNSON of Minnesota. And I hope the gentleman 
from Texas will keep quiet so that I can have the gentleman’s 
attention for just a moment. 

The SPEAKER. The time of the gentleman from Tennes- 
see has again expired. 

Mr. BLANTON. Mr. Speaker, I ask unanimous consent 
that the gentleman may have 2 minutes more. 

The SPEAKER. The gentleman from Texas asks unani- 
mous consent that the gentleman from Tennessee may pro- 
ceed for 2 minutes more. Is there objection? 

Mr. ROGERS of Oklahoma. Mr. Speaker, I reserve the 
right to object. The gentleman from Tennessee was stating 
what this institution is for; but returning now to the ques- 
tion—because I am a new man, and if this is a good thing, I 
am for it—I should like to have the question answered as to 
what good this thing has done. 

The SPEAKER. Is there objection? 

There was no objection. 

Mr. JOHNSON of Minnesota. I am a farmer, and maybe 
I should have some privilege. 

Mr. McREYNOLDS. The gentleman should. 

Mr. JOHNSON of Minnesota. I do not belittle the effort 
of anybody to help the people of this country and other 
countries in the world, but does not the gentleman as chair- 
man of that great committee, having been a Member of 
this House for years and years, know that we, the farmers 
of this country, have about enough information on that 
score? I want to put another question to the gentleman so 
he can answer one after the other. Does the gentleman not 
know that we have a group of people in this country today 
informing us farmers how to raise more, and that we also 
have another group who are telling us to raise less and even 
destroy the things that we have planted and tried to raise 
in this country? Let the gentleman answer those questions, 
and then I will put 2 or 3 more if he has the time. 

Mr. McREYNOLDS. The gentleman seems to be pro- 
ceeding on his own convictions, regardless of what people 
think about it. He may have what information he desires 


as a farmer, and I presume he has, with the standing and 
the learning and the compliments that he has had in his 
lifetime. I presume he had a chance to acquire this knowl- 
edge, but there is many a poor farmer in his district, I have 
no doubt, who has not had those same advantages, and I 
presume that that is one of the reasons why the gentle- 
man’s constituents have sent him down here, so that-he 
may impart that information to them. This is absolutely 
endorsed by the Secretary of Agriculture as a part of his 
program, because he feels that it will help the farmers of 
this country. His letter to that effect is not only in the 
Recorp, but it is also in a private letter. 

The SPEAKER. The time of the gentleman from Ten- 
nessee has again expired. 

Mr. HOEPPEL. Mr. Speaker, I ask unanimous consent 
to address the House for 5 minutes. 

The SPEAKER. Is there objection? 

There was no objection. 

Mr. HOEPPEL. Now that the battle is over, I hope we can 
have peace. 

Mr. Speaker, I am going to speak on something other than 
finances and junkets. I am going to speak on a subject 
which is near and dear to the heart of every Member of 
Congress and every citizen of the United States and in the 
world. I refer to our American homes and motherhood. I 
wish to preface my remarks with commendation of the 
ministers of New York who in their sermons last Sunday 
deviated from the ordinary eulogy in poetry to the mothers 
of America and addressed themselves to the question of 
economic relief and benefit to the mothers of America. 

I am interested in the mothers of America, and I am in- 
terested in the welfare of the women of America. During 
the campaign and since we heard a great deal about the 
forgotten man. I am here this afternoon to speak briefiy 
for the forgotten woman of America, because she has never 
been considered. Today 150,000 are transients, while a 
total of approximately 1,500,000 are unemployed. 

We passed a bill putting 250,000 young men to work at 
starvation wages, but we have done absolutely nothing for 
the young unmarried women and widows of America. 

Mr. CARTER of California. Will the gentleman yield? 

Mr. HOEPPEL, I do not have the time. I am just bring- 
ing up the subject. What I am striving to present to you is 
this, that in the city of Washington and throughout the 
United States in general there are untold thousands of 
married women who are working and who do not need to be 
employed. The leadership here have been free and liberal 
in bringing bills to us, saying the President is for such bills 
and urging our support. Will these leaders go back and tell 
the President that the American people are opposed to the 
unnecessary employment of married women in government? 

In the Patent Office in this city there is an attorney who 
receives $7,400 per year. His wife is employed in the same 
division, receiving $3,400. Yesterday I was told of a man 
working in the Printing Office, at a salary of $3,200, and his 
wife working in the Treasury at $2,400. His son is a page 
in this Congress and his daughter is secretary to a Con- 
gressman. I think this Congress ought to set an example 
to the world and to the individual who is out of employ- 
ment and enact legislation preventing the employment of 
married women who do not need to work. 

As I go back and forth to my home I see an army of 
women. In fact, I see them riding in limousines, their 
fingers bedecked with diamonds. Every high-class apart- 
ment here is filled with poodle dogs. For every poodle dog 
that is maintained by these married women who are un- 
necessarily employed there are women and children walk- 
ing the streets begging for bread. Yesterday a fine, high 
type American lady came to me pleading for help. She 
was secretary to a Congressman here. She went to the 
Woodward Building looking for work. A high-class law 
firm offered her $5 a week. On investigation I found the 
man who offered her $5 a week lives in one of the swellest 
apartments in Washington. What we need is a little more 
humanity in government and a little more humanity in the 
hearts of the people, 
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It is up to this Congress and these leaders, who are Mr. Speaker, no trust organization in the United States, 


always talking about money, finances, and bonds, to think 
a little about the unemployed. I take you briefly to my own 
State of California, where letters to me indicate that con- 
ditions are becoming increasingly worse. The county of 
Los Angeles borrowed money from the Reconstruction 
Finance Corporation. The poor, distressed unfortunates in 
my county who were paid with these funds were taken from 
their work and called into the office. 

In order to continue in employment they were forced to 
subscribe to a pauper’s oath, and in this oath they required 
to know whether the wife at home had an engagement ring 
or a wedding ring. Can you imagine such a thing in this 
free country of America? But you will all observe that when 
$90,000,000 was loaned to Dawes, which he turned over to 
Insull, they did not ask Dawes whether his wife had a wed- 
ding ring. 

Mr. LUNDEEN. Will the gentleman yield? 

Mr. HOEPPEL. I yield. 

Mr. LUNDEEN. I wonder if the gentleman is aware of 
the fact that recently something on the same order happened 
to some soldiers? They required them to leave the soldiers’ 
home at Dayton, and when expelled compelled them to leave 
without outer garments. This fact can be confirmed by ref- 
erence to the May 15 issue of the Disabled American War 
Veterans’ periodical. 

Mr. HOEPPEL. I can answer the gentleman in detail on 
that subject, as I yield to no man in my knowledge of the 
veteran question. [Applause.] 

The SPEAKER. The time of the gentleman from Cali- 
fornia [Mr. Horpre.] has expired. 

Mr. DOWELL. Mr. Speaker, I ask unanimous consent to 
address the House for 5 minutes. 

The SPEAKER. Is there objection to the request of the 
gentleman from Iowa [Mr. DowELL]? 

There was no objection. 

Mr. DOWELL. Mr. Speaker, there has been a great deal 
of discussion on the financial situation, on the condition of 
the Treasury, and on the subject of taxation. It is not 
often that I read an article in this House, but I want to call 
attention specifically to an Associated Press dispatch, which 
appeared in the Washington Star a few nights ago, and I 
want to emphasize this, if I may, because I take it the arti- 
cle is authentic. 

The headlines and the article are as follows: 
$2,500,000 Satary UNDER CHALLENCE—SUPREME COUET ASKED 

Pass ON REASONABLENESS OF ToBACCO OFFICIALS’ Pay 
By the Associated Press 


The Supreme Court was called upon yesterday to decide whether 
$2,500,000 annually is an exorbitant salary for the president of 
the American Tobacco Co, 

At the same time it was asked to determine whether salaries of 
from $500,000 to $1,500,000 is too much for the vice presidents of 
the concern. 

Richard R. Rogers, a stockholder, presented the question in 

the validity of a bylaw adopted by the stockholders 
in 1912, under which the president and five vice presidents of that 
company were voted a percentage of net profits remaining after 
paying operating and other expenses and dividends on the pre- 
ferred stock. 


To 


HOLDS AUTHORITY LACKING 


Rogers contended the stockholders had no authority under the 
charter to adopt such a bylaw, declaring that authority was in 
the hands of the directors, and insisted the high court should 
consider the reasonableness of the compensation being paid the 
prenden and vice presidents. 

Second Circuit Court of Ap at New York held the by- 
awe valid and questions from the bench developed that the reason- 
ableness of the compensation the officers had not been 
decided by the lower courts. 

Nathan L. Miller, counsel for the company, insisted the stock- 
holders were the sole judges of the compensation to be paid their 
officers and that the high court should not interpose. 

WARRANTED BY SERVICES 


While President Hill of the company under the bylaw had re- 
ceived an additional $840,000 compensation in 1930, Miller asserted 
the value of the services rendered by him, as shown by the increase 
in the earnings of the company that year was, in the judgment 
of the stockholders, ample to warrant it. The 


stockholders 
Miller said, “ were always in a position to change the bylaw at any 
of their meetings.” 


under the laws of the United States, should ever be per- 
mitted to pay these officers such exorbitant salaries. [Ap- 
plause.] If these exorbitant salaries are being paid by any 
trust company in the United States a large part of these 
Salaries should be covered into the Treasury of the United 
States under the tax laws of the country. I insist that while 
we are undertaking to raise revenue for the expenses of the 
Government, instead of placing further burdens on those of 
limited means, who can ill afford to pay, we should strike 
these large incomes so hard that there will be no occasion to 
bring suit to ascertain if $2,500,000 is an exorbitant salary. 

[Here the gavel fell.] 

Mr. DEEN. Mr. Speaker, I ask unanimous consent to 
address the House for 20 minutes. 

The SPEAKER. Is there objection to the request of the 
gentleman from Georgia? 

There was no objection. 

Mr. DEEN. Mr. Speaker, 22 cents out of the retail dollar 
in 1929 was paid to chain stores. The ratio of chain sales to 
total sales varied greatly between types of retail stores. 
There were five fields in which the chain could be con- 
sidered a dominant factor in distribution. These types of 
stores and the percent of total retail business accounted for 
by chains in each case were as follows: 


Percent 

Variety’ store ᷣͤ . Se eee 89. 5 
Household appliance chains -<s LER 50.5 
... EE i a ined 45.8 
Groceries and: mente ESOR 44.0 


The variety store is better suited to the chain type of 
operation. Each small commodity department within a 
variety store is linked to every similar department in other 
stores in the same grouping and operated from headquar- 
ters. This is a true chain operation as compared with the 
situation in other fields where a number of individual units 
are subject to a single ownership and control, but are still of 
necessity operated as individual units because of the charac- 
ter of the business. 

In the other four groups in which the chain is a dominant 
sales factor, there appears to be various considerations 
which help chain operation to succeed. In the case of chain 
shoe stores and chain filling stations, by far the greater num- 
ber of chain systems are owned and operated by manu- 
facturers in an effort to control and stabilize the retail 
distribution of their products. The case is somewhat similar 
for household-appliance chains, 80 percent of the systems 
being operated by public-utility companies who desire more 
than anything else to support and develop the market for 
electricity or gas by promoting the sales of gas and electric 
appliances. 

The grocery chain offers at least one important advan- 
tage for chain operation in the very limited number of 
items which the typical grocery store carries and the con- 
sequent ease of standardizing the operation of store units 
in this field. 

Aside from these five fields in which there may be some 
ground for economic advantage from chain operation, 
there are other fields in which chains do a much smaller 
percentage of the business and where their contributions to 
efficient distribution are extremely doubtful. One such field 
is the retail drug field. Only 18% percent of all retail drug 
volume went through the chain units in 1929. Nevertheless, 
the presence of the chain organization in the field was the 
most important consideration confronting the trade as a 
whole or manufacturers supplying the trade. Chain stores 
in the drug field had pursued a consistent policy of drastic 
price cutting which continued to be a source of great dis- 
satisfaction and confusion in the trade. The price cuts 
offered by the chain drug stores did not arise from a 
favorable position concerning operating costs. As a matter 
of fact, the operating expense for chains in 1929 was 27.6 
percent as against 27.1 for all drug stores, including chains. 
It is interesting to anticipate just what economic advantage 
is derived from a type of concern which succeeds only in 
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increasing the operating expenses of the field in which it 
operates, despite very expert staffs of executives and mer- 
chandisers. 

The volume of business done by drug chains is highly con- 
centrated within a few organizations. Seven companies 
with annual sales of $5,000,000 or more each accounted for 
62.3 percent of chain drug sales, or 11.5 percent of all retail 
drug sales. 

It is principally the practices followed by these seven 
major organizations which have been the source of great 
difficulty and dissention in the drug field. It is an open se- 
cret among all branches of the trade that these organiza- 
tions secure price concessions from the manufacturer on 
almost all items which have no relation whatever to the 
relative cost of selling to chains as against other retailers. 
The abuses arising from a price structure built around chain 
stores can be observed to better advantage in the drug field 
than any other. Seven organizations are being permitted 
to create disorganization and price instability in a field 
where there are nearly 60,000 individual operators. This 
will help to explain the fact that the independent druggist 
has taken the lead in promoting efforts for price stabiliza- 
tion. Even though legislation now before Congress may be 
badly conceived, the multiplicity of bills offered reflect the 
urgency of the need for some adjustment. 

It might be contended that while the chain drug store 
has average operating cost about 1 percent higher than the 
independent drug store that the chain type of organization 
is justified economically because of savings accruing in the 
performance of the wholesale function. The best figures 
available on the cost of the wholesale function to drug 
chains were collected by the Census of Distribution. For 
41 chain organizations reporting the expenses of the aver- 
age chain-store warehouse were 6.6 percent of the value of 
merchandise handled at wholesale prices. This is only 
slightly lower than the figure for efficient cooperative 
wholesale establishments in the drug field which are run- 
ning 7 and 8 percent of sales for operating expenses. Con- 
sidering both the retail and wholesale functions then, it 
appears that the chain-store organizations do not offer any 
economic saving over the results achieved by independent 
distributors, 

The chain stores in many lines have enjoyed spectacular 
growth, particularly during the 5 years ending with 1929. 
There were only a few of the retail trades enumerated by 
the Census of Distribution in 1929 in which more than half 
of the chain units in operation were established previous 
to this 5-year period. These lines, with the percentage of 
units in operation before 1925 in each case, were as follows: 


Percent 
Ca Ee Ue Ba EEO SE EL ee re 87 
Motor-vyehitets | deniers xxx.... 67.6 
Nowi- Gonti- POUDI ne tee teenie en 65.3 
Warlety-Btore SCD aire x 57.8 
Wen YW VORT es sn nk ic e aeaa a e a A AE 57.8 
Drug stores without fountain 54.4 
ee aS D a E E 53. 6 


There were several lines which enjoyed unusually rapid 
growth in the 4 years following 1925. In fact there were 
several lines in which the stores opened during this period 
constituted a third or more of all units enumerated in 1929. 
These groups in order were filling stations, food chains, 
household appliances, department stores, drug stores with 
fountains, shoe chains, jewelry, restaurants, and furniture. 

There were some fields in which chains were still expand- 
ing so rapidly in 1929 that 1 out of 5 or more of the stores 
listed were opened in that year. These groups, with the 
percentage opened in 1929 given in each case, were as fol- 
lows: 


Percent 
Department: BOTO chase ae cee ieee cen ee 34.6 


Drug stores with fountams 22 ĩũ„c0 
Pilling stations ate 
Auto accessories. 


The economic contribution of the chain stores is fre- 
quently claimed to have been the reduction of the spread 
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between producer and consumer. The coming of the chain 
store, according to this theory, should have meant decreasing 
gross margins over the entire period in which they have 
operated. As a matter of fact, figures for a great many 
trades collected by the Federal Trade Commission indicate 
the reverse to have been true. The earliest date for which 
comprehensive figures were available was 1909. In this year 
the gross-profit percentages of all chains reporting was 19.9 
percent, as against 26.3 percent in 1930. Because of a very 
limited amount of data for the earlier years a fairer com- 
parison can be made between 1920 and 1930. The percent 
of gross profit for all chains reporting in 1920 was 23.9. 

Although there was no very decided upward trend from 
that date on the part of chain stores as a whole, such an 
upward trend is very marked in more than half of the trades 
reporting. Types of chains showing a definite upward trend 
since 1920 were grocery, meat, hats and caps, men’s and 
women’s ready-to-wear, confectionery, millinery, men’s fur- 
nishings, men’s ready-to-wear, women’s ready-to-wear, hard- 
ware, men’s shoes, men’s and women’s shoes, dry goods and 
apparel, and grocery and meat stores. The first five types 
enumerated show an upward trend in gross profit for earlier 
years as well. The most striking upward trend is for grocery 
stores, for which the gross-profit percentage was 8.2 in 1909 
and 22.1 in 1930. The grocery field is most frequently 
pointed to as a line in which the chain store has contributed 
by the reduction of gross margins. 

Three lines—namely, furniture, drugs, and dollar-limit 
variety stores—show a horizontal trend through a long pe- 
riod of years. The latter two particularly have moved in a 
very narrow range, with gross margin varying only slightly 
on each side of 35 percent. 

The only lines which show a definite downward trend in 
gross margins are musical instruments, department stores, 
tobacco, dry goods, and general merchandise. Musical in- 
struments and tobacco may be looked upon as special cases. 
The deflation of gross margins in tobacco retailing has 
largely been due to the price policies and distribution prac- 
tices of the large manufacturers of cigarettes. The decline 
of margins in musical instrument stores has resulted to a 
great degree from the impact of the development of the 
radio industry. 

Other types of stores will be recognized as those which 
have developed to the highest degree the technique of the 
special cut-price sale. Department stores show the most 
consistent downward trend with a gross margin of 35.8 
percent in 1911 and 29.8 percent in 1930. Department 
stores have based their merchandising to a very increasing 
degree on various types of special sales and anniversary 
events. On such sales both the manufacturer and retailer 
accept a lower margin in order to offer particularly attrac- 
tive prices to the consumer. This decline in department 
store margins can be looked upon purely as a competitive 
phenomenon and cannot be expected to produce any bene- 
fits for the consumer over the long run. Department store 
margins have been lower than department store operating 
costs, in most instances, ever since 1930, which would indi- 
cate that margins cannot conceivably remain at their pres- 
ent low levels. 

Mr. WEIDEMAN. 
yield? 

Mr. DEEN. I yield. 

Mr. WEIDEMAN. In line with the gentleman’s general 
argument the chief difficulty with these chain stores is that 
they are taking money out of the communities. 

Mr. DEEN. Yes. 

Mr. WEIDEMAN. Every time you spend a dime in a 
chain store the profit from that transaction goes right back 
to Wall Street, does it not? 

Mr. DEEN. The gentleman is correct. 

Mr. WEIDEMAN. Into the hands of the Mellons and 
the Morgans. It merely means the accumulating of the 
money into the hands of a few. 

Mr. DEEN. The gentleman is right. 


Mr. Speaker, will the gentleman 
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Mr. WEIDEMAN. Every time they get a dollar it goes 
back to Wall Street, where it gets into the hands of the inter- 
national bankers, and much of it goes out of the country. 

Mr. DEEN. The gentleman is exactly right. It works in 
the direction of the centralization of wealth into the hands 
of afew. This policy has been pursued too long already in 
this country. 

Mr. COLMER. Mr. Speaker, will the gentleman yield? 

Mr. DEEN. I yield. 

Mr. COLMER. Is it not a fact the chain stores are destroy- 
ing the middle class of people, which has been the backbone 
of this Nation? 

Mr. DEEN. In my judgment, the great middle class, which 
has supported the institutions of the country, the roads, the 
schools, the churches, and which have been the backbone of 
the Nation, is fast being destroyed because of the power of 
the centralized dollar that is impoverishing millions of the 
common people of the country. 

Mr. ZIONCHECK. Mr. Speaker, will the gentleman yield? 

Mr. DEEN. I yield. 

Mr. ZIONCHECK. What is the gentleman’s remedy for 
this situation? 

Mr. DEEN. I will come to that at the conclusion of my 
speech, 

The chain store does not necessarily lead to the grouping 
of retail sales in larger units. As a matter of fact, there 
are a number of lines in which there has been a definite 
decrease in average sales per store during the period covered. 
In looking at the period from 1920 to 1930, this sales decrease 
is particularly marked. 

On the other hand, among the seven kinds of chains 
which show a definite increase in average sales per store, 
there are several whose percentage of operating cost in- 
creased during the same period. This is particularly true of 
grocery stores, meat stores, and combination stores. Despite 
the advantage of operation in larger units which, theo- 
retically, should tend toward decreased operating cost, all 
three of these types, as previously noted, have collected a 
constantly growing percentage of gross profit from the 
consumer. 

In the years since 1929 chain-store growth in most lines 
has slowed down or ceased entirely. Growth figures avail- 
able for these later years are not as comprehensive as those 
shown by the census for previous years. Types of chains 
which were still growing very fast in 1929 showed a much 
slower rate of growth in the 3 succeeding years, and in 
1932 closings exceeded openings in many cases. This was 
true for eight variety chains for which figures are regu- 
larly compiled and was, no doubt, true for most of the 
leading drug chains. 

In terms of volume, the downward trend has been even 
more marked. Volume figures for representative organiza- 
tions in the field of variety stores, mail-order chains, and 
restaurant chains show a decline in sales for every year since 
1929. In these three groups the sales volume for 1932 ranges 
between 60 and 75 percent of the sales for 1929. It would 
appear that the chains in this field have absorbed approxi- 
mately the same percentage of decline noted in the case of 
independent dealers. Apparently they were possessed of no 
particular management skill which enabled them to main- 
tain volume while independents in the same lines were 
suffering sales declines. 

There, no doubt, has been similar, although less marked, 
declines in the grocery field, although the leading grocery 
organization showed a slight gain in 1930 over 1929, and 
receded only slightly in 1931. Between 1931 and 1932, how- 
ever, this company showed a very marked decline from 
$1,035,542,000 to $887,713,000. It is not known whether this 
loss in volume was partly due to the closing of stores in this 
instance. In the case of the second largest chain in the 
grocery field, however, a great many individual units were 
closed during 1932. This is probably true for most of the 
large organizations in this field as in others. 

The chain stores in both the grocery and the drug fields is 
now forced to compete with a type of price-cutting organiza- 
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tion with still more aggressive policies. In the drug field this 
new price cutter is known as the “ pine-board store” while 
the grocery field has seen the development of huge cut- 
price markets. Both types of outlets can be considered spe- 
cial products of the depression. The principal saving in 
operating cost made by such companies is frequently rent 
free or rent at greatly reduced rates granted them by land- 
lords holding distress property. 

Mr, WEIDEMAN. Mr. Speaker, will the gentleman yield 
further? 

Mr. DEEN. I yield. 

Mr. WEIDEMAN. In addition to driving down rental 
values of property constantly, these chain stores, no matter 
what they are, are constantly driving down the wage scale, 
are they not? 

Mr. DEEN. The gentleman is correct. 

Mr WEIDEMAN. Men who used to be independent mer- 
chants we now find working as clerks in chain stores at 
Salaries of $10, $12, and $14 a week, do we not? 

Mr. DEEN. Yes. 

Mr. WEIDEMAN. And in the days of the independent 
business man, when the little fellow had a store on every 
corner in your little village and my big town the profit 
that he derived from the proceeds of his business was in 
turn spent with the shoemaker, the butcher, the baker, and 
so forth, in the community and the money stayed right there 
for redistribution. 

If we keep on at the rate we are going, eventually there 
will not be any little men, because they cannot buy as 
cheaply as the big chains can. Does not the gentleman 
agree with my statement? 

Mr. DEEN. I agree with the gentleman’s statement. 

Mr. WEIDEMAN. I think the gentleman and I are pretty 
well in accord on this proposition. 

Mr. DEEN. We are in agreement. 

Mr. WEIDEMAN. In addition to that the merchandising 
operations of the chain store is such that they tell the man- 
ufacturers what their goods must be manufactured for, say- 
ing to one of them that if he does not meet the price 
someone else will. So the ill effect of the chain extends 
throughout the entire range of operations from the factory 
worker through to the independent business man. 

Mr. DEEN. I agree with the gentleman, and my next 
statement will answer his questions, especially the last one. 

Their chief source of saving on the purchase cost of goods 
has been the desire of many manufacturers to find some sort 
of outlet for products that would not move through regular 
channels, even though the merchandise had to be sold at 
greatly reduced prices. There have been several striking in- 
stances of staple products which were ruined by such poli- 
cies. One manufacturer of an important advertised product 
found his sales dropping from fourteen million to four 
million dollars in the space of 18 months because of the lack 
of a price-stabilization policy. Manufacturers in many lines 
have awakened to the menace to their position which such 
practices hold. Chain stores also, finding that they were 
not able to compete with the new organizations, which now 
offer the ultimate in price appeal, have become interested in 
price-stabilization programs. In the drug field, for example, 
a new organization which has for its central purpose an 
attempt at price stabilization, is securing the cooperation of 
not only retailers and wholesalers but of manufacturers and 
chain stores as well. 

A comprehensive report has been made by the Federal 
Trade Commission on this policy of loss leaders in chain 
stores which has lead to this situation. In a number of in- 
stances chain officials admitted that they had been selling 
merchandise below cost in order to attract customers who 
might be sold other items. This policy of offering merchan- 
dise at or below purchase price carries with it an element 
of deception. The intention is usually to limit the sale of 
leaders by every possible device and to use high-pressure 
selling to get purchasers to take other merchandise instead. 
Definite evidence is available in several cases of steps taken 


| to delay the sale of leaders during the sale day by having 


1933 


too few people at the counter where leaders are displayed, 
by slowing down wrapping and change-making, and similar 
devices. There seems to be a growing sentiment in a num- 
ber of trades that this type of merchandising has about run 
its course. Consumers are more fully conscious of the trick 
element in this type of selling and are increasingly insistent 
upon obtaining precisely the item asked for when respond- 
ing to a special sale. 

Citizens of several of the States in the United States, 
recognizing the positive need for legislation which would 
place a proper tax on chain stores, have made a distinct 
contribution to merchandising policies as related to the 
home-town merchant and to the buying public in general. 
Chain stores, with their amassed capital, have forced the 
commodity price level of agricultural and industrial prod- 
ucts to an exceedingly low plane. With their centralized 
wealth they have hammered down farm products. Through 
their enormous buying power they have squeezed the very 
life out of thousands of individual merchants. They have 
put out of business thousands of the men and women who 
have built the very towns and communities in which they 
now operate. Usually they do not enter a town until it is 
considered modern and progressive. In most cases they do 
not go to small towns while the schoolhouses are being 
built, streets and sidewalks are being paved, sewerage sys- 
tems being installed, and other civic improvements. The 
local citizens do the work and pay the bills and later find 
themselves being driven out of business by these very mo- 
nopolistic chain stores who take the money from the local 
communities and carry it to the large money centers. 

Each of the several States in the United States should 
expeditiously enact proper legislation that will prevent the 
stream of money flowing from their local communities to 
the coffers of money lords. The following States have en- 
acted anti-chain-store taxes: 

Alabama: Enacted 1931. A graduated license tax based 
on number of stores. Applies to both wholesale and retail 
Provisions: 1 store, $1; graduated to $75 for each store 
over 20. Contested, but in force. 

Arizona: Enacted January 1, 1932. A graduated license 
tax based on number of stores. Provisions: 1 store, $3; 
graduated to $25 for each store over 20. In March 1933 re- 
pealed by legislature. 

Delaware: Enacted 1917 (ch. 13, Session Laws). A prop- 
erty, nonresidence tax. Provisions: $10, plus 10 cents for 
each $100 of aggregate cost value of goods in excess of 
$5,000 for concerns having principal place of business out- 
side the State and maintaining stores or depots within the 
State. In force. 

Florida: Enacted June 24, 1931. A graduated license tax 
based on number of stores located in one county. Provi- 
sions: Where all stores are located in 1 county, 1 store, 
$5; graduated to $40 for each store over 75; where stores 
are in more than 1 county, 2 stores, $15 per store; graduated 
to $50 for each store over 75; $3 for each $1,000 stock car- 
ried in each store; counties and towns were allowed to tax 
in the same way as the State but to only 25 percent of the 
extent. On March 13, 1933, the United States Supreme 
Court declared the law unconstitutional. 

Georgia: Enacted 1927. A straight license tax. Provi- 
sions: For each store over 5, $250. On September 4, 1929 
(Corporation Tax Service, Georgia Digest, p. 58N) in F. W. 
Woolworth against Vandivier the Superior Court of Fulton 
County made permanent an order restraining the enforce- 
ment of the law. Not in force. 

Georgia: Enacted 1929. A straight license tax. Provi- 
sions: For each store in a chain of more than 5, $50. In 
Woolworth against Harrison, April 1931, the State court 
declared the law unconstitutional. 

Idaho: Enacted March 1, 1933. A graduated license tax 
based on number of stores. Provisions: 1 store, $5; gradu- 
ated to $500 for each store over 20. In force. 

Indiana: Enacted 1929. A graduated license tax based on 
number of stores. Provisions: 1 store, $3; graduated to $25 
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for each store over 20. Superseded by more severe law 
1933. 

Indiana: Enacted March 11, 1933. A graduated license 
tax based on number of stores. Provisions: 1 store, $3; 
graduated to $150 for each store over 20. In force. 

Kentucky: Enacted 1930. A graduated sales tax. Pro- 
visions: One twentieth of 1 percent of gross sales of $400,000 
or less graduated to 1 percent of gross sales in excess of 
$1,000,000. In force. 

Louisiana: Enacted July 7, 1932. A graduated license tax 
based on number of stores. Provisions: 2 stores but not 
exceeding 5 stores, $15 each; graduated to $200 on each 
store in excess of 50. In force. 

Maine: Enacted March 31, 1933. To take effect July 1, 
1933. A graduated license tax based on number of stores. 
Provisions: 1 store, $1; graduated to $50 for each store 
over 25. In force. 

Maryland: Enacted 1927. A graduated license tax on 
chain stores in Allegany County only. Provisions: $500 for 
each store up to 5, inclusive; prohibited more than 5 stores 
of one chain in the county. Circuit Court of Allegany 
County declared law unconstitutional. 

Maryland: Enacted 1933. A graduated license tax based 
on number of stores. Provisions: 1 to 5 stores, $5 per store; 
graduated up to $150 for each store over 20. In force. 

Minnesota: Enacted 1933. Graduated license tax based 
on number of stores. Provisions: $5 for each of first 10 
stores; graduated to $50 for each store over 50. In force. 

Mississippi: Enacted 1930. A sales tax on chain stores. 
Provisions: To a general sales tax of one fourth of 1 percent 
for retailers and one eighth of 1 percent for wholesalers is 
added an extra one fourth of 1 percent for common interest 
operating more than five stores in the State. By enacting 
a general sales tax the law was superseded. 

Montana: Enacted March 16, 1933, to be effective July 1, 
1933. A graduated license tax based on number of stores. 
Provisions: 1 to 2 stores, $2.50; graduated to $30 for each 
store over 10. In force. 

New Mexico: Enacted March 9, 1933, effective January 1, 
1934. A graduated sales tax. Provisions: On annual sales 
from $3,000 to $10,000, $15; graduating to $25 per $1,000 for 
all sales over $400,000. In force after January 1, 1934. 

North Carolina: Enacted 1927. A license tax on more 
than five stores. Provisions: If there were more than 5 
stores, $50 on each, including the first 5; no tax if there 
were 5 or less. On October 10, 1928, the State court declared 
the law unconstitutional. 

North Carolina: Enacted 1929. A per-store license tax- 
Provisions: On each store in excess of one, $50. Upheld by 
both Supreme Court of North Carolina and the United States 
Supreme Court on October 26, 1931. In force. 

South Carolina: Enacted 1928. A license tax on five or 
more stores. Provisions: For 5 or more stores, $100 for 
each store, including the first 4; no tax on 4 or less. Liti- 
gated, but by the passage of a more drastic law this one 
was repealed. 

South Carolina: Enacted 1930. A graduated license tax. 
Provisions: 1 store, $5; graduated to $150 for each store over 
30. In force. 

Vermont: Enacted March 23, 1933. Graduated gross- 
sales tax. Provisions: One eighth of 1 percent on gross sales 
from $50,000 to $100,000, and graduated to 4 percent on 
sales of over $2,000,000. Effective June 1, 1933. In force. 

Virginia: Enacted 1928. Chain-warehouse tax. Taxes 
purchases. Provisions: $10 on less than $1,000; graduated to 
10 cents per $100 on all purchases in excess of $100,000. In 
force. 

West Virginia: Enacted March 17, 1933. Effective June 
15, 1933. A graduated license tax. Provisions: 1 store, $2; 
graduated to $250 for each store over 75. In force. 

Wisconsin: Enacted 1932. Automatically expires Decem- 
ber 31, 1933. A graduated license tax. Provisions: $10 on 
each store between 2 and 5, inclusive; graduated to $50 for 
each store over 20. In force, 
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Portland, Oreg.: Enacted fall of 1931. A graduated tax 
based on number of stores. Provisions: 1 store, $6; grad- 
uated to $50 for each store over 20. In force. 

Hamtramck, Mich.: Enacted November 10, 1931. A grad- 
uated license tax on food chains based on number of stores. 
Provisions: 1 store, $25; 2 stores, $50 each; 3 stores, $75; and 
4 stores, $1,000 each. Circuit Court of Wayne County, 
Mich., declared the law unconstitutional, null, void. 

Durham, N.C.: Enacted July 20, 1931. Flat tax on more 
than one store. Provisions: 1 store, no tax; $50 for each 
store in excess of 1. In force. 

Red Bank, N.J.: Enacted December 7, 1931. Flat tax 
where six or more stores are owned by same interest, either 
in or out of the State. Provisions: $50 for each store if more 
than five are owned by common interest. By action of city 
council, repealed. 

Knoxville, Tenn.: Enacted September 20, 1932. Flat tax 
for more than one store. Provisions: For each store in ex- 
cess of one, $25. In February 1933, by action of the city 
council, this law was repealed. 

Fredericksburg, Va.: Enacted December 13, 1932. A flat 
tax where more than one store is operated. Provisions: For 
each store where more than one is operated by the same 
ownership, $250. In force. 

Maplewood, Mo.: Enacted summer of 1932. Graduated 
license tax based on number of stores. Provisions: 1 store, 
exempt; 2 stores, $300; 3 stores, $500; over 3, $1,000 each. 
By action of Circuit Court of St. Louis the act was voided. 

St. Louis, Mo.: Enacted June 3, 1932. Graduated license 
tax based on number of stores. Provisions: 2 to 5 stores, 
$25 per store; graduated to $250 for each store over 25. 
Being litigated. In force. 

Capital Heights, Md.: Enacted March 28, 1933. Flat tax 
based on number of stores. Provisions: For each store of a 
chain, $50. City council repealed. 

Aberdeen, Wash.: Enacted January 4, 1933. Flat tax on 
each unit of a chain store. A chain store is defined as a 
store owned and operated by a nonresident of the city, the 
owner thereof operating one or more units in addition 
thereto outside the city of Aberdeen. Provisions: $100 per 
store for a chain. In force. 

STATES AND CITIES WHICH ENACTED ANTICHAIN TAX LAWS PRIOR TO 
MAY 15, 1933 

The following 17 States have antichain tax laws: Alabama, 
Delaware, Idaho, Indiana, Kentucky, Louisiana, Maine, 
Maryland, Minnesota, Mississippi, Montana, New Mexico, 
North Carolina, South Carolina, Vermont, Virginia, West 
Virginia, and Wisconsin. 

The following four States have had, but no longer have, 
antichain tax laws: Arizona, Georgia, Florida, and Missis- 
sippi. 

The following five cities have antichain tax ordinances: 
Porland, Oreg.; Durham, N.C.; Fredericksburg, Va.; St. Louis, 
Mo.; and Aberdeen, Wash. 

The following five cities have had, but no longer have, 
antichain tax ordinances: Hamtramck, Mich.; Red Bank, 
N.J.; Knoxville, Tenn.; Maplewood, Mo.; and Capital 
Heights, Md. 

Mr. Speaker, I believe the question of the chain-store tax 
should be left to the several States; in addition to this fact 
I also believe that sales taxes are within the province of the 
States. In my judgment, the Federal Government should 
leave the sales tax to the various States in the United States. 
The powers of the Federal Government are powers which 
have been delegated by the various States. Several of the 
States have already enacted a sales tax. It seems to me that 
for the Federal Government to continue the policy of a sales 
tax is further encroachment upon State rights. 

The Ways and Means Committee of the House is now 
engaged in trying to find some method of raising $3,000,000,- 
000 for the purpose of carrying out the President’s public- 
works program. Serious consideration is being given a gen- 
eral sales tax which, in my judgment, if enacted into law, 
will yield very little revenue and at the same time will 


CONGRESSIONAL RECORD—HOUSE 


May 19 


paralyze business, increase the burdens of the buying public, 
while at the same time millions of people will remain un- 
employed. The common people of this country cannot stand 
any more taxes now. They will rebel if the load is increased. 

Serious consideration is being given a bond issue of 
$3,000,000,000 with which to raise the funds. A bond issue 
means more debt and more taxes. It also means that we 
will again flood the country with tax-exempt securities. The 
rich people will buy these securities, which the Government 
will guarantee at about 4 percent interest. The masses will 
have to pay the taxes and the interest. I am constitution- 
ally opposed to any further bond issues. The Federal Gov- 
ernment has outstanding bonds and other liabilities totaling 
around $20,000,000,000. This is no time to increase this 
huge debt. I am also opposed to the Federal Government 
putting on a general sales tax, because it will be passed on 
to the consumer. 

Briefly, the President can secure this money by one or 
both of the following methods: First, under the recent act 
passed by Congress giving the President authority and 
power to expand the currency $3,000,000,000 he can author- 
ize the printing of $3,000,000,000 in new currency and put 
that currency in circulation by giving employment to the un- 
employed in the construction of useful public works. He has 
that power, given him recently by the Congress. Why not 
use it? This is the proper course for the President to fol- 
low. It will be a tragic mistake to adopt a sales tax or to 
issue more bonds. An individual cannot tax himself out of 
debt, neither can a nation. The other method that should 
be pursued is to increase the inheritance tax, the gift tax, 
the excise tax, and surtaxes. Three hundred and seventy- 
six thousand corporations now have a surplus of $60,000,000. 
From January 1, 1916, to December 31, 1929, these corpora- 
tions made net profits of $100,000,000,000. A substantial in- 
crease in the taxes on a few of the corporations who made 
their millions during and following the World War will raise 
several billion dollars. The disabled American veterans, 
their widows and orphans, millions of unemployed, and the 
masses of farmers and laboring people along with their de- 
pendents are pleading for justice. It is my hope that this 
Congress will not increase the bonded indebtedness on the 
Nation, will not paralyze business and crush overburdened 
taxpayers with a sales tax, but that we will have the courage 
to place the proper taxes where they belong—that is, on 
gifts, inheritances, excess profits, and certain corporations 
who are paying exorbitant and extravagant salaries to their 
executives and declaring millions in dividends. Let us be 
honest and call a sword a sword and a spade a spade. Let 
us legislate for the masses and not for the classes. 

Mr. BLANTON. Mr. Speaker, I ask unanimous consent 
to extend my remarks which I made today and to insert 
therein certain excerpts from committee reports that I 
mentioned. 

The SPEAKER. Is there objection to the request of the 
gentleman from Texas? 

There was no objection. 

Mr. BLACK. Mr. Speaker, I ask unanimous consent to 
address the House for 5 minutes. 

The SPEAKER. Is there objection to the request of the 
gentleman from New York? 

There was no objection. 

Mr. BLACK. Mr. Speaker, some time ago I addressed a 
letter to the Secretary of State and the Attorney General in 
an effort to find out who was responsible in their Depart- 
ments for telling the Committee on the Judiciary that the 
Secretary of State and the Attorney General endorsed the 
bill that was finally passed in the House and which has been 
known as “ the press censorship bill.” This bill, as soon as 
it was passed by the House on the strength of the state- 
ment that it came from these Departments, was repudiated 
by the Secretary of State and the Attorney General. 

The Secretary of State answered my letter. The Attor- 
ney General, although the letter was written over a month 
ago, has not answered it. 

It is true that because of the emergency the House has 
been going along at great speed, which, of course, required 
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that the House abridge the individual rights of the Mem- 
bers of the House. A great number of the Members are 
reconciled to this; but because of the way the House treats 
its own Members does not mean there is any abridgement 
of the courtesy that should exist between the executive de- 
partments and the Congress. This is the first time in my 
career as a Member of the Congress that the head of a 
department has refused to answer a letter. 

This bill has been completely changed in the Senate, but 
it left the Members of the House who voted for it in the 
position of having voted in these free United States for a 
law involving press censorship, and I believe it is the duty 
of the Secretary of State and the Attorney General to tell 
the House and the public who in their Departments were 
responsible for misleading the House. 

The House is entitled to this information. The Secretary 
of State’s letter was long and rambling and statesmanlike. 
It did not say anything and it did not give me the name 
of the man in the State Department who misled the House; 
but the Attorney General has not answered at all. 

What can I do about it? You cannot force them to an- 
swer. I could write the President of the United States a 
letter and see if he could make them answer, but I do not 
want to do this. I do not want to embarrass the President. 
So I am making this protest on the floor of the House so 
it will not happen again. 

Now, why has he not answered this letter? It is one of 
three reasons, and I prefer to believe that the first one is 
the correct one. It is either lack of courtesy or it is inef- 
ficiency in his Department or it is concealment. I prefer 
to believe it is lack of courtesy; lack of courtesy not to me 
personally, but in my official capacity as a Member of the 
Congress. 

It is true that the country generally believes that the 
Congress has sunk to a low estate as compared with the 
executive departments, but this is because of the artificial 
system which prevails now because of the speed required. 

If it is inefficiency, it is this kind of inefficiency: Here 
is the head of a department charged with the investigation 
and prosecution of crime. If the head of the Department 
cannot find out who in his Department used his name 
wrongfully before a committee of the House, how is he going 
to find the ordinary criminal? 

If it is concealment, why the concealment? And there is 
every indication that it is concealment, because the letter of 
the Secretary of State to me was evasive and concealing. 

We should know in this House who is responsible for put- 
ting over this proposition on the House. Why did some- 
body in the executive branch of the Government want press 
censorship? Who suggested it? Where did it come from? 
What is the purpose of it? Why was the House left in this 
position? 

It is a dangerous thing in this country, if there is lurking 
in the mind of anybody in the executive branch of Gov- 
ernment the idea that there should be press censorship. 
We have heard a lot about dictatorship; we have heard a 
lot about Congress surrendering its rights, which is bad 
enough; but if there is in the brains of anybody in the ex- 
ecutive branch of Government the idea that in addition to 
this so-called “dictatorship” there should also be press 
censorship, then I say the freedom of this country is in dan- 
ger, and we should know whether it was carelessness, 
whether it was neglect, or whether it was actually the pur- 
pose of somebody in the executive departments that this 
House should pass a press-censorship law. 

As I have said, there is nothing I can do about it except 
to leave it to the House and the committee, but I am going 
to go as far as I can. [Applause.] 

[Here the gavel fell.] 

MESSAGE FROM THE SENATE 

A message from the Senate, by Mr. Horne, its enrolling 
clerk, announced that the Senate had agreed to the report 
of the committee of conference on the disagreeing votes of 
the two Houses on the amendments of the Senate to the bill, 
H.R. 5390, entitled “An act making appropriations to sup- 
ply deficiencies in certain appropriations for the fiscal year 


ending June 30, 1933, and prior fiscal years, to provide sup- 
Plemental appropriations for the fiscal years ending June 
30, 1933, and June 30, 1934, and for other purposes.” 

Mr. FORD. Mr. Speaker, I ask unanimous consent to 
address the House for 5 minutes. 

The SPEAKER. Is there objection? 

There was no objection. 

AMERICA’S MORAL LEADERSHIP 


Mr. FORD. Mr. Speaker, one of the tragedies of this 
distressing period through which the world is passing is the 
apparent inability of the present rulers of Germany to 
realize that racial hates and religious bigotry are the de- 
moralizing and destructive indications of a national hys- 


teria, similar to that which plunged the world into a bloody, 


useless, and insane war in 1914. 

The people of Germany have suffered deeply from foolish 
and vain leadership. It was this that made them a military 
nation in 1914, with the one idea of winning what they were 
taught to think was their just place “ under the sun.” And 
it is an equally false leadership that now decrees that all 
sorts of injustices be visited on the Jews in Germany. Many 
of these Jews have been German citizens for generations; 
have been law-abiding, industrious, respected members of 
their communities. And now, without reason and without 
justification, they are subjected to every sort of indignity 
and worse. 

This has caused a wave of horror to sweep through all 
just countries. It has been particularly strong in our own 
country. And this is right and natural. For a country 
dedicated to religious freedom and racial equality must 
voice its protest when those sacred principles are violated 
as they are now being violated under Hitler in Germany. 

While every man and woman who loves justice must be 
revolted by the treatment of the Jews in Germany, each 
account of that treatment comes like a sword thrust in the 
heart of our Jewish citizens. For many of these have rela- 
tives there. And each morning they awake to the fear that 
the day may bring to them news of new calamities that 
have been visited upon an aged mother, a long-respected 
father, or to other dear ones. 

It is because of this that I am voicing my protest here. 
But I have something other than a protest to offer. And 
that is an assurance to the many thousands of Jewish people 
who are living under direct anxiety as to the fate of their 
relatives in Germany. That assurance is that they can 
have faith in the State Department, which is informed as 
to the facts, is enlightened and liberal, and can be trusted 
to make such representations to the Hitler government as 
are in accord with diplomatic usage. That Hitler will listen 
and will change his policy is my firm belief. 

And this belief is based on the fact that under the virile 
and enlightened Presidency of Franklin D. Roosevelt the 
United States is winning the respect and confidence of the 
nations and is taking world leadership in moral as well as 
economic issues. [Applause.] 

LEAVE OF ABSENCE 


By unanimous consent, the following leave of absence was 
granted, as follows: 

To Mr. HAMILTON, for 5 days, on account of important 
business; and 

To Mr. Apams, for 2 days, on account of important of- 
ficial business. 

SENATE ENROLLED JOINT RESOLUTION SIGNED 

The SPEAKER announced his signature to an enrolled 
joint resolution of the Senate of the following title: 

S. J. Res. 50. Joint resolution designating May 22 as Na- 
tional Maritime Day. 

BILL PRESENTED TO THE PRESIDENT 


Mr. PARSONS, from the Committee on Enrolled Bills, re- 
ported that that committee did on May 18, 1933, present to 
the President for his approval a bill of the House of the 
following title: 

H.R. 5081. An act to improve the navigability and to pro- 
vide for the flood control of the Tennessee River; to provide 
for reforestation and the proper use of marginal lands in 
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the Tennessee Valley; to provide for the agricultural and 
industrial development of said valley; to provide for the 
national defense by the creation of a corporation for the 
operation of Government properties at and near Muscle 
Shoals in the State of Alabama, and for other purposes. 


ADJOURNMENT 


Mr. ARNOLD. Mr. Speaker, I move that the House do 
now adjourn. 

The motion was agreed to; accordingly (at 4 o’clock p.m.) 
the House, under its previous order, adjourned until 11 
o'clock a.m, tomorrow, Saturday, May 20, 1933. 


COMMITTEE MEETING 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE 
(Monday, May 22, 10 a.m.) 


Continuation of the hearings on H.R. 5500, Emergency 
Transportation Act, 1933. 


EXECUTIVE COMMUNICATIONS, ETC. 

Under clause 2 of rule XXIV, executive communications 
were taken from the Speaker’s table and referred as follows: 

74. A letter from the chairman of the Public Utilities 
Commission of the District of Columbia, transmitting a pro- 
posed act to amend an act entitled “An act to provide for 
the expenses of the Government of the District of Columbia 
for the fiscal year ending June 30, 1914”, and for other 
purposes; to the Committee on the District of Columbia. 

75. A letter from the Governor of the Federal Reserve 
Board, transmitting the Nineteenth Annual Report, cover- 
ing operations during the calendar year 1932 (H.Doc.No. 
437); to the Committee on Banking and Currency and 
ordered to be printed, with illustrations. 


REPORTS OF COMMITTEES ON PUBLIC BILLS AND 
RESOLUTIONS 

Under clause 2 of rule XIII, 

Mr. LAMBETH: Committee on Printing. House Resolu- 
tion 140. Resolution to authorize the printing of communi- 
cations from the Secretary of War transmitting letters of 
the Chief of Engineers submitting reports on the examina- 
tion and survey of certain waterways in the United States; 
without amendment (Rept. No. 146). Referred to the House 
Calendar. 

Mr. FLANNAGAN: Committee on Agriculture. H.R. 4812. 
A bill to promote the foreign trade of the United States in 
apples and/or pears, to protect the reputation of American- 
grown apples and pears in foreign markets, to prevent de- 
ception or misrepresentation as to the quality of such prod- 
ucts moving in foreign commerce, to provide for the com- 
mercial inspection of such products entering such commerce, 
and for other purposes; with amendment (Rept. No. 147). 
Referred to the Committee of the Whole House on the state 
of the Union. 

Mr. POU: Committee on Rules. House Resolution 149. 
Resolution providing for the consideration of House Joint 
Resolution 149, a joint resolution authorizing an annual ap- 
propriation for the expenses of participation by the United 
States in the International Institute of Agriculture at Rome, 
Italy; without amendment (Rept. No. 148). Referred to the 
House Calendar. 

Mr. POU: Committee on Rules. House Resolution 150. 
Resolution providing for the consideration of H.R. 5661, a 
bill to provide for the safer and more effective use of the 
assets of banks, to regulate interbank control, to prevent 
the undue diversion of funds into speculative operations, 
and for other purposes; without amendment (Rept. No. 149). 
Referred to the House Calendar. 

Mr. STEAGALL: Committee on Banking and Currency. 
H.R. 5661. A bill to provide for the safer and more effec- 
tive use of the assets of banks, to regulate interbank con- 
trol, to prevent the undue diversion of funds into specula- 
tive operations, and for other purposes; without amend- 
ment (Rept. No. 150). Referred to the Committee of the 
Whole House on the state of the Union. 
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Mr. ROBINSON: Committee on the Public Lands. S. 157. 
An act to amend an act approved March 4, 1929 (45 Stat. 
1548), entitled “An act to supplement the last three para- 
graphs of section 5 of the act of March 4, 1915 (38 Stat. 
1161), as amended by the act of March 21, 1918 (40 Stat. 
458)”; without amendment (Rept. No. 151). Referred to the 
Committee of the Whole House on the state of the Union. 


CHANGE OF REFERENCE 


Under clause 2 of rule XXII, the Committee on Interstate 
and Foreign Commerce was discharged from the considera- 
tion of the bill (S. 804) to authorize the Secretary of War 
to grant a right of way to The Dalles Bridge Co., and the 
same was referred to the Committee on Military Affairs. 


PUBLIC BILLS AND RESOLUTIONS 


Under clause 3 of rule XXII, public bills and resolutions 
were introduced and severally referred as follows: 

By Mr. HASTINGS: A bill (H.R. 5690) to legalize the 
manufacture, sale, or possession of 3.2 percent beer in the 
State of Oklahoma when and if the same is legalized by a 
majority vote of the people of Oklahoma or by an act of the 
Legislature of the State of Oklahoma; to the Committee on 
the Judiciary. ` 

By Mr. GASQUE: A bill (H.R. 5691) to authorize the At- 
torney General of the United States to compromise war- 
risk-insurance cases; to the Committee on the Judiciary. 

By Mr. WILSON: A bill (H.R. 5692) to amend the act 
entitled “An act for the control of floods on the Mississippi 
River and its tributaries, and for other purposes ”, approved 
May 15, 1928, as amended; to the Committee on Flood Con- 
trol. 

By Mr. PETERSON: A bill (H.R. 5693) enabling certain 
farmers and fruit growers to receive the benefits of the Fed- 
eral Farm Loan Act and amendments thereto and the Emer- 
gency Farm Mortgage Act of 1933; to the Committee on 
Banking and Currency. 

By Mr. DUNN: A bill (H.R. 5694) to create a Bureau of 
the Blind in the Post Office Department, to provide for the 
issuing of licenses to blind persons to operate stands in Fed- 
eral buildings, and for other purposes; to the Committee on 
the Post Office and Post Roads. 

By Mr. MARLAND: A bill (H.R. 5695) to preserve and 
protect the correlative rights of the oil-producing States; to 
assist them in the proper enforcement of their oil conserva- 
tion laws; to assure the conservation of crude petroleum and 
natural gas and to preserve the same as national resources, 
and to regulate the transportation and sale in interstate and 
foreign commerce of natural gas, crude petroleum, and the 
products thereof; to prevent waste in the production, mar- 
keting, and use of such natural gas and petroleum; to invest 
the Secretary of the Interior with power to carry out this 
act, and for other purposes; to the Committee on Interstate 
and Foreign Commerce. 

By Mr. HOWARD: A bill (H.R. 5696) to provide for the 
exchange of Indian and privately owned lands, Fort Mojave 
Indian Reservation, Ariz.; to the Committee on Indian 
Affairs. 

By Mr. BUCKBEE: A bill (H.R. 5697) to prohibit untrue, 
deceptive, or misleading advertising through the use of the 
mails or in interstate or foreign commerce; to the Committee 
on Interstate and Foreign Commerce. 

By Mr. CROSS: A bill (H.R. 5698) to give to Congress the 
power to regulate boards of trade, stock and commodity ex- 
changes by denying to any such organization the use of the 
United States mails and/or any other means of communica- 
tion in sending or receiving any message or messages in the 
transaction of such business, crossing a State line, unless 
such an organization shall obtain a charter from Con- 
gress to engage in such business; to the Committee on the 
Judiciary. 

By Mr. POU: Resolution (H.Res. 149) providing for the 
consideration of House Joint Resolution 149, a joint resolu- 
tion authorizing an annual appropriation for the expenses 
of participation by the United States in the International 
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Institute of Agriculture at Rome, Italy; to the Committee 
on Rules. 

Also, resolution (H.Res. 150) providing for the considera- 
tion of H.R. 5661, a bill to provide for the safer and more 
effective use of the assets of banks, to regulate interbank 
control, to prevent the undue diversions of funds into specu- 
lative operations, and for other purposes; to the Committee 
on Rules. 

By Mr. McFADDEN: Resolution (H.Res. 151) to request 
certain information from the Secretary of the Treasury; to 
the Committee on Ways and Means. 

By Mr. McSWAIN: Resolution (H.Res. 152) for considera- 
tion of H.R. 5645; to the Committee on Rules. 

By Mr. BOYLAN: Resolution (H.Res. 153) appointing a 
committee of five Members of the House of Representatives 
by the Speaker to work with the delegates appointed by the 
President to the international conference for the purpose of 
stabilization of international exchanges; to the Committee 
on Rules. 

By Mr. GRIFFIN: Joint resolution (H.J.Res. 186) to raise 
additional revenue by reinstating the income-tax rates for 
individuals and corporations in force prior to the enact- 
ment of the Revenue Act of 1932, and, in place of the in- 
creases provided by said Revenue Act of 1932, to provide 
@ special income tax of 1 cent on each dollar of gross in- 
come for the calendar years of 1933, 1934, and 1935; to the 
Committee on Ways and Means. 

By Mr. RAYBURN: Joint resolution (H.J.Res. 187) direct- 
ing the Interstate Commerce Commission to conduct an 
investigation with regard to matters related to the trans- 
portation by pipe line of petroleum and its liquid products; 
to the Committee on Interstate and Foreign Commerce. 


MEMORIALS 

Under clause 3 of rule XXII, memorials were presented 
and referred as follows: 

By the SPEAKER: Memorial of the Legislature of the 
State of Illinois, memorializing Congress to retain the United 
States veterans’ hospital at Dwight, III.; to the Committee 
on World War Veterans’ Legislation. 


PRIVATE BILLS AND RESOLUTIONS 


Under clause 1 of rule XXII, private bills and resolutions 
were introduced and severally referred as follows: 

By Mr. AYRES of Kansas: A bill (H.R. 5699) granting 
a pension to Millard C. Helm; to the Committee on Pensions. 

By Mr. BEAM: A bill (H.R. 5700) to amend the act en- 
titled “An act to recognize the high public service rendered 
by Maj. Walter Reed and those associated with him in the 
discovery of the cause and means of transmission of yellow 
fever”, approved February 28, 1929, by including therein 
the name of Gustaf E. Lambert; to the Committee on Mili- 
tary Affairs. 

Also, a bill (H.R. 5701) for the relief of Stanley T. Gross; 
to the Committee on Claims. 

By Mr. DICKINSON: A bill (H.R. 5702) granting an in- 
crease of pension to Sophia C. Dunlap; to the Committee on 
Invalid Pensions. 

By Mr. DIMOND: A bill (HR. 5703) to authorize the 
waiver or remission of certain coal-lease rentals, and for 
other purposes; to the Committee on Claims. 

Also, a bill (H.R. 5704) to extend the provisions of the 
act of Congress approved September 7, 1916, entitled “An 
act to provide compensation for employees of the United 
States receiving injuries in the performance of their duties, 
and for other purposes”, to Frank A. Boyle; to the Com- 
mittee on Claims. 

By Mr. DOBBINS: A bill (H.R. 5705) granting a pension 
to Catherine E. Burke; to the Committee on Pensions. 

By Mr. JOHNSON of West Virginia: A bill (H.R. 5706) 
for the relief of the Graham-Bumgarner Co., of Parkers- 
burg, W.Va.; to the Committee on Claims. 

Also, a bill (H.R. 5707) granting an increase of pension to 
Mary E. Pritchard; to the Committee on Invalid Pensions. 


By Mr. McSWAIN: A bill (H.R. 5708) for the relief of the 
oe Mission of Washington, D.C.; to the Committee on 

By Mr. MULDOWNEY: A bill (H.R. 5709) for the relief of 
Miles Thomas Barrett; to the Committee on Claims. 

By Mr. UNDERWOOD: A bill (H.R. 5710) granting a pen- 
sion to Mary Emma Bussard; to the Committee on Invalid 
Pensions. 

By Mr. WALDRON: A bill (H.R. 5711) for the relief of 
Pete Ernest Simon; to the Committee on Naval Affairs. 

By Mr. WEST of Ohio: A bill (H.R. 5712) for the relief 
of Milton M. Simpkins; to the Committee on Military 
Affairs. 


PETITIONS, ETC. 

Under clause 1 of rule XXI, petitions and papers were 
laid on the Clerk’s desk and referred as follows: 

1098. By Mr. BOILEAU: Petition signed by a committee 
representing the Jewish people of Wausau, Wis., protesting 
against the treatment of Jews in Germany; to the Commit- 
tee on Foreign Affairs. 

1099. By Mr. CHAPMAN: Resolution of the Chamber of 
Commerce, Danville, Ky., urging official designation by the 
United States Government of the William Howard Taft 
Highway, running from Sault Ste. Marie, Mich., to Fort 
Myers, Fla, which has been officially designated by the 
States through which it passes, namely, Michigan, Ohio, 
Kentucky, Tennessee, Georgia, and Florida; to the Commit- 
tee on Roads. 

1100. By Mr. CULLEN: Petition of the Pennsylvania State 
Hotel Association, endorsing House bill No. 5157, appropria- 
tion of $300,000,000 for Federal highway construction, spon- 
sored by the Honorable CLYDE M. KELLY; to the Committee 
on Roads. 

1101. Also, petition of the Order of Railroad Telegraphers, 
opposing the enactment of the said Emergency Railroad 
Transportation Act, 1933, unless the amendments thereto as 
proposed and presented to the Senate and House Committees 
on Interstate Commerce by organized railway labor are in- 
corporated therein; to the Committee on Interstate and For- 
eign Commerce. 

1102. By Mr. GOODWIN: Petition signed by citizens of 
Livingston Manor, Sullivan County, New York State, sub- 
mitted in behalf of the congregation of Agudos Achim Syn- 
agogue and the Livingston Manor Hotelmen Association, 
protesting against the barbarities visited by the Hitler 
Tegime upon the Jews in Germany; to the Committee on 
Foreign Affairs. 

1103. By Mr. HANCOCK of New York: Petitions of Onon- 
daga Lodge, No. 252, Brotherhood of Railway and Steam- 
ship Clerks, Syracuse, N.Y., opposing House bill 5500; to 
the Committee on Interstate and Foreign Commerce. 

1104. By Mr. HOEPPEL: Petition of I. Irving Lipsitch, 
secretary, Los Angeles Citizens Committee for Justice to the 
Jews in Germany, and executive director of the Federation 
of Jewish Welfare Organizations of Los Angeles, expressing 
protests of organizations against the Nazi program affecting 
the Jews in Germany, and urging a restoration to citizens 
of all faiths of complete equality of rights; to the Commit- 
tee on Foreign Affairs. 

1105. By Mr. LINDSAY: Petition of Ignace Wnukowski, 
financial secretary of the George Washington Post, No. 3, 
Polish Legion of American Veterans, Brooklyn, N.Y. urging 
continuance of the present Government hospitals; to the 
Committee on World War Veterans Legislation. 

1106. Also, petition of the New York Board of Trade, Inc., 
New York City, opposing the St. Lawrence Waterway; to 
the Committee on Interstate and Foreign Commerce. 

1107. Also, petition of New York Board of Trade, Inc., 
New York City, concerning revisement of the Black bill; to 
the Committee on Labor. 

1108. Also, petition of the Order of Railroad Telegra- 
phers, St. Louis, Mo., opposing the Emergency Railroad 
Transportation Act, 1933; to the Committee on Interstate 
and Foreign Commerce. 
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1109. Also, petition of Industrial Council of Cloak, Suit and 
Skirt Manufacturers, Inc., Leo A. Del Monte, president, New 
York City, favoring the President's national industrial re- 
covery act; to the Committee on Ways and Means. 

1110. Also, petition of Melchior, Armstrong, Dessau Co., 
New York City, concerning House bill 5480, the securities 
bill; to the Committee on Banking and Currency. 

1111. Also, petition of machine stone workers, rubbers, and 
helpers of New York and vicinity, Local No. 5, New York 
City, urging the Federal Government to use stone fabricated 
in the Metropolitan district in the erection of Federal build- 
ings; to the Committee on Public Buildings and Grounds. 

1112. Also, petition of C. D. Mallory & Co., Inc., favoring 
the passage of House bill 4871 as an amendment to House 
bill 5040; to the Committee on Ways and Means. 

1113. By Mr. MARTIN of Massachusetts: Petition of 
Aaron Solotist and other citizens of Fall River, Mass., pro- 
testing against the persecution of Jews in Germany, and re- 
questing intercession by the Government of the United 
States; to the Committee on Foreign Affairs. 

1114. By Mr. RUDD: Petition of Industrial Council of 
Cloak, Suit and Skirt Manufacturers, Inc., New York City, 
favoring President Roosevelt’s national industrial recovery 
act; to the Committee on Ways and Means. 

1115. Also, petition of machine stone workers, rubbers, 
and helpers of New York and vicinity, Local No. 5, New 
York City, favoring a Government building program to 
relieve unemployment; to the Committee on Ways and 
Means. 

1116. Also, petition of C. D. Mallory & Co., New York City, 
favoring the passage of House bill 5040 as amended by the 
Senate; to the Committee on Ways and Means. 

1117. Also, petition of Melchior, Armstrong, Dessau Co., 
New York City, favoring the enactment of the securities bill 
with certain amendments; to the Committee on Interstate 
and Foreign Commerce. 

1118. By Mr. SUTPHIN: Petition of Pride of Monmouth 
Council, No. 27, Sons and Daughters of Liberty, urging im- 
mediate passage of House bill 4114; to the Committee on 
Immigration and Naturalization. 

1119. Also, petition of Pride of Mechanics Home Council, 
No. 61, Sons and Daughters of Liberty, of Jamesburg, N.J., 
urging immediate passage of House bill 4114; to the Com- 
mittee on Immigration and Naturalization. 

1120. By Mr. WIGGLESWORTH: Petition of the mayor 
and City Council of Brockton, Commonwealth of Massachu- 
setts, favoring a study of the entire matter of veterans’ legis- 
lation in the hope that such study will bring a favorable 
adjustment, to the end that no veteran suffering from a dis- 
ability incurred in line of duty while in the active military 
and naval service of the United States shall be called upon 
to bear a greater sacrifice than other classes of the Ameri- 
can public, bearing in mind the hardships and tribulations 
that they endured during the period of war; to the Com- 
mittee on Ways and Means. 

1121. By Mr. WOLVERTON: Petition of Jewish residents 
of Collingswood, N.J., protesting against the treatment given 
the Jewish people in Germany; to the Committee on For- 
eign Affairs. 

1122. By the SPEAKER: Petition of the city of Two 
Rivers, Wis., pertaining to the issuance of national cur- 
rency to municipalities on the pledge of their bonds; to the 
Committee on Banking and Currency. 

1123. Also, petition of the citizens of Washington, D.C., 
having no direct representation in the matter, earnestly 
petitioning their Representatives in Congress not to pass the 
increased tax assessments again recommended by the Mapes 
legislative committee, increasing levies on real estate, cor- 
porations, inheritances, automobiles, gasoline, etc., nor to 
reduce the Federal lump-sum appropriation, because we 
believe that any additional tax burdens just at this time 
would be a discouragement to business in general in the 
District of Columbia; to the Committee on the District of 
Columbia. 
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SENATE 
SATURDAY, May 20, 1933 
(Legislative day of Monday, May 15, 1933) 


The Senate sitting as a court for the trial of articles of 
impeachment against Harold Louderback, judge of the 
United States District Court for the Northern District of 
California, met at 10 o'clock a.m., on the expiration of the 
recess. 

The managers on the part of the House of Representa- 
tives appeared in the seats provided for them. 

The respondent, Harold Louderback, with his counsel, 
Walter H. Linforth, Esq., and James M. Hanley, Esq., ap- 
peared in the seats assigned to them. 


PROCLAMATION 


The VICE PRESIDENT. The Sergeant at Arms will pro- 
claim the Senate sitting as a Court of Impeachment in ses- 
sion. 

The Sergeant at Arms made the usual proclamation. 


THE JOURNAL 


On motion of Mr. AsHurst, and by unanimous consent, the 
reading of the Journal of the Senate sitting as a Court of 
Impeachment for the calendar day of May 19 was dispensed 
with, and the Journal was approved. 

The VICE PRESIDENT. What witness do counsel for 
the respondent desire to call? : 

Mr. LINFORTH. The witness Hunter was on the stand. 

The VICE PRESIDENT. Call the witness. Has the wit- 
ness been sworn? 0 

Mr. Manager BROWNING. Yes, sir. 


CROSS-EXAMINATION OF E. B. HUNTER (CONTINUED) 


H. B. Hunter, having been previously sworn, was cross-ex- 
amined further, and testified as follows: 

By Mr. Manager BROWNING: 

Q. Mr. Hunter, what was the total amount of money that 
you collected in the Russell-Colvin estate as receiver?—A. 
There was over $3,000,000 of assets. 

Mr. Manager BROWNING. Mr. President, I object to the 
witness’ not responding to the question, and I ask that the 
reporter read it to him. 

The VICE PRESIDENT. The witness will answer directly 
the question according to the information he has. 

The WITNESS. In my opinion, there was over a million 
dollars collected for the estate in the way of the collection 
of accounts—cash, selling securities, credits on indebtedness, 
and so forth. 

Q. Do you mean to tell me, in answer to my question, that 
you collected over $1,000,000 of money as receiver? Answer, 
yes or no.—A. No; not in money. 

Q. Then tell me the amount of money that you collected.— 
A. I think in the neighborhood of $500,000. 

Q. Now, what came into your hands in the form of securi- 
ties, and how much which was not money but securities? 
A. There was over a million and a half dollars of securities 
that were in the estate, which were partially liquidated or 
sold to satisfy indebtedness due by the estate to the extent 
of $500,000, and also additional amounts were sold to satisfy 
the overborrowing of the partnership on customers’ securi- 
ties, which would leave about some $800,000 to $900,000. 

Q. I will ask you again to state, not including money, 
which you state was $500,000, but the securities alone that 
came into your possession as receiver for distribution to the 
owners?—A. I say it was around $500,000. 

Q. You recall the filing of a petition to put the concern 
into bankruptcy after the appointment of a receiver?—A. 
I am not familiar with the petition; no. 

Q. You know it was filed?—A. Oh, yes. 

Q. What class of claims was it that was represented in 
the petition? Was that what was known as the Sanderson 
claim?—aA. If I may correct you, it was the Sendermen case. 
I do not think there was a claim filed in the Sendermen case. 


1933 CONGRESSIONAL RECORD—SENATE 3779 


Q. Was the petition filed by creditors of the concern?— 
A. As I understand it, Paul Marrin, representing a creditor 
by the name of Olmstead, filed the petition. 

Q. I am talking now about the petition in bankruptcy.— 
A. Oh, the petition in bankruptcy. I do not know anything 
about that. 

Q. Do you not know that it was the Sendermen claims 
that were represented by this petition in bankruptcy?—A. I 
have heard that, but I do not know it to be a fact. 

Q. You do know the Sendermen claims were settled?— 
A. I do. 

Q. And that that eliminated the bankruptcy proceeding ?— 
A. I know that Sendermen was a partner in Russell-Colvin 
and claimed certain partnership profits and securities. He 
had a claim, I think, of twenty-five or fifty thousand dollars. 

Q. And that claim was settled by you as receiver?—A. On 
the recommendation of counsel for the general creditors. 

Q. And that eliminated the bankruptcy proceeding?—A. I 
am not certain that that eliminated the bankruptcy pro- 
ceeding, but that was a part of the deal; yes. 

Q. There was also a group of claims that you settled in 
full of those who were general creditors of the estate, was 
there not?—-A. The preferred creditors in the general estate; 
yes. 

Q. Part of those claims were represented by Mr. Kreft, 
who testified here yesterday, were they not?—A. That was 
an exception filed. 

Mr. Manager BROWNING. Mr. President, I ask that the 
witness answer my question. 

The VICE PRESIDENT. If the witness has knowledge, he 
must answer the direct question that the counsel asks. 

Q. Part of those claims that were settled were represented 
by Mr. Kreft, who testified here yesterday, were they not? 
A. I know $75,000 was paid to Mr. Kreft’s clients. 

Q. That was in full of his claim?—A. It was not in full. 

Q. What percentage did you pay?—A. A very small part 
or percentage. 

Q. Do you mean that he settled for less than was paid out 
to the other creditors?—-A. No; but to avoid long litigation, 
Mr. Kreft claimed certain offsets, and, on recommendation 
of the counsel for the plaintiff and the defendant, the matter 
was settled. 

Q. Were those recommendations from the counsel for the 
receiver?—A. They were not. 

Q. Well, on whose advice did you settle that? Did you do 
it without advice from your own counsel?—A. My own coun- 
sel undoubtedly thought that was the advisable thing to do 
to save the estate from lengthy litigation. 

Q. I will ask you again if it was on advice of counsel for 
the receiver that you made the settlement?—A. I would say 
SO; yes. 

Q. Now, Mr. Hunter, there was a certain amount of stock 
that you had on option and that you permitted the option 
to expire on without selling for the price that had been 
offered, was there not?—A. May I correct you on that? 

Q. Yes.—A. There were certain bonds of the Consolidated 
Box deal which were on option to be sold to Mr. Blumberg, 
representing something like 21 bonds. I think there were 
conditions. There was an option to deliver them at a cer- 
tain time; there was a letter of credit issued by the Wells, 
Fargo Bank guaranteeing payment; the due date on the 
option and the due date on the letter of credit varied 30 
days. 

Q. You did permit that option to expire without selling? 
A. I did. 

Q. And what was the loss to the estate because of that 
lapse of the option?—A. The loss to the estate was $4,200. 
That I do not consider a complete loss for this reason: 
There were 13 bonds pledged to the collector of internal 
revenue, guaranteeing him the payment of the income tax. 
If I had refused or had gone to him and said, “ Now, you 
sell your bonds“, it would have put him in a very difficult 
position. It would have lengthened the litigation by many 
months, fighting with the Government over the payment of 
their income tax. So that I took it to avoid a long-drawn 


out litigation and justification for more fees and more 
expenses. 

Q. It was out of your consideration for him that you let 
this option lapse, was it?—A. Out of consideration for Mr. 
Blumberg? 

Q. Yes—A. Not at all. 

Q. You gave as a reason that he would have lost on his 
income-tax matter, as I understand.— A. No; the collector 
of internal revenue. 

Q. But you did not take that into consideration when you 
let the option lapse, did you?—A. No, sir. The reason the 
option lapsed was due to a misunderstanding of the legal 
terms of the letter of credit. 

Q. When you testified before our committee last Septem- 
ber in San Francisco you took full responsibility for this 
yourself?—A. I do; as I always do in the administration of 


anything. 

Q. And you did not offer at that time any excuse for your 
failure to sell on that option?—A No, sir; there is no excuse 
when a man makes an error. 

Q. How long were you connected directly as assistant to 
the president of the San Francisco Stock Exchange?—A, I 
think about 8 or 9 months. 

Q. Have you been closely associated with the stock ex- 
change or members of the stock exchange before and since 
that time?—A. I think so. 

Q. Do you think you are very familiar with the attitude 
of the conduct of the stock exchange? 

Mr. LINFORTH. Just a minute. I submit, Mr. Presi- 
dent, that question is objectionable. The attitude of the 
stock exchange and its conduct should not be left to the 
opinion of the witness. 

Mr. Manager BROWNING. I am asking him whether he 
knows it, and that is the only way we have to prove it. 

The VICE PRESIDENT. What is the object of the 
testimony? 

Mr. Manager BROWNING. The object of the testimony, 
Mr. President, is that this man, as assistant to the presi- 
dent of the stock exchange, and as directly connected with 
the members of the stock exchange, should know what the 
attitude of the stock exchange has been toward the liquida- 
tion of the estates of its members. The effort has been 
made here to try to show some kind of a suspicious interest 
on the part of the exchange in the settlement of this estate, 
and we want to prove what the attitude of the stock ex- 
change really is in the case of these administrations. 

Mr. LINFORTH. One minute, Mr. President. We submit 
their attitude on any matter other than the matter under 
consideration is purely immaterial to this inquiry, and I 
make the objection in the interest of time. 

The VICE PRESIDENT. Is the purpose of the managers 
on the part of the House to show the general reputation of 
the stock exchange? 

Mr. Manager BROWNING. No; the purpose is to show 
whether the activities of the stock exchange on matters 
that involve its members is in the interest of covering up 
something or the interest of protecting the public and 
economical administration. 

The VICE PRESIDENT. The witness may be allowed to 
answer the question. r 

Mr. Manager BROWNING. Iwill ask the reporter to read 
the question. 

The WITNESS. I think I recall the question. I have 
no knowledge of the attitude of the stock exchange. 

By Mr. Manager BROWNING: 

Q. Did you contact the attorneys for the stock exchange 
in the administration of this Russell-Colvin matter?— 
A. I contacted every attorney in town interested in the 
estate, including the stock-exchange attorneys. 

Mr. Manager BROWNING. I asked the witness one ques- 
tion, and I insist I have the right to an answer to that 
question. ' 

The VICE PRESIDENT. The witness will answer the 
question directly. 

The WITNESS. I did. 
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Q. Was that Mr. Lloyd Dinkelspiel and other members of 
the firm?—A. Lloyd Dinkelspiel. 

Q. How often and in what relation?—A. Once when I 
asked him to come to sit in with a great many other attor- 
neys who were there as to the method of handling the estate 
to approve the procedure that I was setting up so that I 
would have his approval and should not have a long-drawn- 
out litigation later. 

Q. Who are the attorneys who were present in this confer- 
ence?—A. Lloyd Dinkelspiel, Mr. Ackerman. 

Q. Is that Lloyd Ackerman?—A. Lloyd Ackerman. Mr. 
Cohen—Aaron Cohen—a representative from Mr. Peart’s 
office, Mr. Simon from the stock exchange, and several other 
attorneys. I do not recall the names now. 

Q. Was Francis Brown there?—A. Oh, Francis Erown was 
there; yes. 

Q. And De Lancey Smith?—A. I do not recall De Lancey 
Smith's being there, but I think Mr. Marrin was there. 

Q. You mentioned some representative of the stock ex- 
change other than Lloyd Dinkelspiel; who was that?—A. Mr. 
Simon. 

Q. In what relationship did he represent the exchange?— 
A. Only as a member, I should say, and as a member of the 
board of governors. 

Q. Throughout the administration of this estate, to your 
knowledge was there any effort on the part of anyone rep- 
resenting the stock exchange to cover up any act of this 
member of the exchange that would be hurtful to the public 
or to the creditors?—A. I do not know of any. I had full 
cooperation from the exchange. 

Q. Mr. Hunter, when were your fees paid? What date was 
the money transferred from the receiver’s account to your 
personal account in this case?—A. I think the estate had 
run about 15 months when the amount was allowed by the 
court of $33,000 which I received. In another 6 months I 
think I was paid an additional $7,500. 

Q. I am asking the exact date on which the money was 
transferred from your account as receiver in this first matter 
of the allowance of fees to your personal account, and when 
the second amount was allowed and transferred to your per- 
sonal account?—A. I do not recall. My records, which 
were subpenaed in this case, and my bank account would 
show that. I do not recall the exact date. The cash ac- 
count will show that. 

Q. Will you consult the records in the hands of the clerk 
and give us that information?—A. I will try to; yes. 

Q. Do you know the exact date on which the money was 
paid to the attorneys in this case?—A. Probably the same 
date. 

Q. You will supply that for the record at the same time 
you supply the other?—A. Yes. 

Q. I believe you stated yesterday that you did not divide 
your fees with anyone?—A. That is absolutely true. I think 
when you were in San Francisco and subpenaed my account, 
I satisfied you in that regard. My account and my wife's 
account were investigated thoroughly and I think we ac- 
counted for every nickel. 

Q. Soon after your fee was allowed to you in this case 
did you consult an attorney and tell him that you thought 
you were supposed to divide your fee with somebody?—A. I 
do not recall it; no, sir. 

Q. If you had, would you know it?—A. I certainly would. 

Q. Do you say now that you did not consult anyone at 
any time about a division of your fee?—A. Absolutely. 

Q. Did you speak to an attorney about your fee after you 
got it?—A. I do not recall. 

Mr. Manager BROWNING. That is all. 

The VICE PRESIDENT, Are there any further questions? 

Mr. LINFORTH. Just a question or two, Mr. President. 

The VICE PRESIDENT. Proceed. 

Redirect examination by Mr. LINFORTH: 

Q. In line with the question asked you, did you submit 
your bank account and your wife’s bank account to Mr. 
LaGuardia when the investigation was going on in San 
Francisco?—A. I did. 
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Q. Did you also, upon their demand or request, take them 
to your safe-deposit box, so they could examine your safe- 
deposit box?—A. Absolutely; both Mrs. Hunter’s and my own 
box and accounts. : 

Q. They examined both your safe-deposit box and your 
wife’s safe-deposit box?—A. Absolutely. No rock was left 
unturned. 

Mr. LINFORTH. That is all. 

Mr. KING. Mr. President, I wish to submit a question 
which I wish to propound. 

The VICE PRESIDENT. The clerk will read the question 
submitted by the Senator from Utah. 

The legislative clerk read as follows: 

Q. The testimony indicates that you and your attorney consulted 
frequently. Was there any necessity to consult so often? 

The WITNESS. There was, Senator. I think my daily 
record of service, in which I am rather methodical when I 
put down matters, shows that I consulted them almost daily 
on questions of law. 

Mr. KING. Mr. President, I submit another question. 

The VICE PRESIDENT. Let it be read. 

The legislative clerk read as follows: 


Q. State the reasons for such frequent consultations. 


The WITNESS. There were hundreds and hundreds of 
questions that had to be settled in the liquidation of a 
brokerage concern, and these came up every day as I workod 
on the problem. As an instance of the questions I wished 
decision upon, I recall a few. The first thing that I wanted 
to know was what date would the securities be appraised. 
Would it be the date of the receiver’s appointment or a later 
date or an earlier date? That is just one illustration. There 
are hundreds of them that you can find out from the record. 
I have a record of questions asked that I should be glad to 
submit if anyone cares to look at them. 

The VICE PRESIDENT. Are there any further questions? 
If not, the witness will stand aside. 

(The witness retired from the stand.) 

EXAMINATION OF JOHN DINEELSPIEL 


Mr. LINFORTH. We will call Mr. John Dinkelspiel. 

John Dinkelspiel, having been first duly sworn, was ex- 
amined and testified as follows: 

The VICE PRESIDENT. The Chair appoints the Senator 
from Nevada [Mr. McCarran] to preside for this day. 

(Thereupon Mr. McCarran took the chair.) 

Mr. LINFORTH. Shall I proceed? 

The PRESIDING OFFICER. You may. 

By Mr. LINFORTH: 

Q. Will you please state your residence and occupation?— 
A. My residence is San Francisco, Calif., and my occupation 
is attorney at law. 

Q. What is the name of your firm?—A. Dinkelspiel & 
Dinkelspiel. 

Q. At the time of the transactions which are under investi- 
gation who were the members of your firm?—A. For part of 
the transactions the firm consisted of my father, who was 
then living, Henry G. W. Dinkelspiel, and my brother, 
Martin J. Dinkelspiel, and myself. My father passed away 
in 1931. 

Q. How long had he been practicing law in San Fran- 
cisco?—A. He was admitted to the bar of San Francisco in 
1891. 

Q. In the 5 years which Judge Louderback was upon the 
Federal bench, in how many matters were you appointed 
attorney for a receiver?—A. Four. 

Q. When he was upon the trial bench of the superior 
court for 8 years, were you appointed attorney for a receiver 
in any matter?—A. No, sir. 

Q. In any of the fees allowed your firm in the four re- 
ceivership matters to which you have referred, did Judge 
Louderback directly or indirectly receive any part or portion 
of them?—A. No, sir. 

Q. Did anyone except yourselves receive any portion of 
those fees?—A. No, sir. 

Q. Do you know Mr. W. S. Leake?—A. No, sir, 
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Q. Never met him?—A. Never in my life. 

Q. In the case known as the Sonora Phonograph case”, 
you were attorneys for the receiver?—A. Yes, sir. 

Q. Who was the receiver?—A. It was an ancillary re- 
ceivership proceeding. ‘There were two receivers in the 
first instance, the Irving Trust Co., of New York City, and 
G. H. Gilbert. 

Q. Mr. Dinkelspiel, in answering my questions, in the in- 
terest of time, will you please cut out as much detail as you 
can and just give us the ultimate facts or conclusions?— 
A. Very well. 5 

Q. Who was the receiver in that receivership?—A. The 
Irving Trust Co. and G. H. Gilbert. 

Q. Did the Irving Trust Co. continue to act during the 
entire time, or was it relieved of its duties?—A. It was re- 
lieved of its duties. 

Q. How long did the receivership continue, approxi- 
mately?—A. Approximately 7 months. 

Q. In that time, in round numbers, how much money was 
collected by the receiver?—A. Approximately $350,000. 

Q. Did the receiver carry on the affairs of that concern as 
a going concern?—A. He did. 

Q. Did the receiver dispose of the assets which that com- 
pany had within the northern district of California?—A. He 
did. 

Q. In that matter what fees were allowed by Judge Loud- 
erback?—A. The receiver received sixty-eight hundred and 
some odd dollars, and the attorneys $20,000. 

Q. Was the amount allowed the receiver figured upon the 
statutory basis?—-A. The fees allowed to the receiver in that 
case were fixed according to section 48 of the bankruptcy 
law. 

Q. That established the amount that was allowed to the 
receiver. Is that correct?—A. Yes, sir. 

Q. What amount was allowed to you?—A. $20,000. 

Q. Before that amount was allowed to you was there any 
agreement made by the representatives or attorneys of the 
home receivership in New York as to the amount that should 
be allowed you?—A. We filed an application for $22,500. 
We submitted that to the attorney for the Irving Trust Co. 
and to the attorneys representing the creditors’ committee 
in New York City. They advised us that we should file an 
ad interim account and that they agreed that as an interim 
allowance the court should allow us $15,000 on account. 

Q. Subsequently, when an additional application was made 
for $7,500, was that taken up with the attorneys for the home 
receiver in New York, and was any suggestion or agreement 
made as to what should be allowed?—A. Yes, sir. The at- 
torneys in New York City representing the trustees, and also 
the attorneys representing the creditors’ committee, sug- 
gested that an allowance of $2,500 be approved. 

Q. In other words, the attorneys for the New York receiv- 
ership consented to an allowance of $17,500 in full?—A, 
That is correct, 

Q. And the court allowed you $20,000?—A. That is correct. 

Q. You have the telegrams and the letters of those attor- 
neys to that effect?—A. I have. 

Q. You can produce them here if opposing counsel desires 
them? A. I can, sir. 

Q. Did you apportion or divide the fee received in that 
manner with anyone?—A. No, sir. 

Q. Except your partners?—A. No, sir. 

Q. Not a dollar of it?—A. No, sir. 

Q. During that receivership, did you come in daily contact 
with Mr. Gilbert, the receiver?—A. Practically every day, sir. 

Q. With respect to the work that he did as receiver, how 
did you find him, efficient or otherwise?—A. I found him 
efficient in that case, and believe that the people in interest 
also found his work efficient. 

Mr. Manager SUMNERS. Mr. President. 

Mr. LINFORTH. I consent that the part of the answer 
which purports to state what the others found him to be may 
go out. 

The WITNESS. I am sorry. 


By Mr. LINFORTH: 

Q. Were you the attorney for the receiver in the Golden 
State Asparagus case, so called?—A. Yes, sir. 

Q. In round numbers, what was the value of the assets of 
the Golden Gate Asparagus Co.?—A. In round numbers, 
slightly over $1,000,000. 

Q. And, in round numbers, what were its liabilities?]—A. 
Its secured liabilities were approximately four or five hun- 
dred thousand dollars; and, in round numbers, its unsecured 
liabilities were about the same figure. 

Q. Who was the receiver in that case?—A. George N. 
Edwards. 

Q. Did you know Mr. Edwards before he had been ap- 
pointed receiver?—A. No, sir. 

Q. By the way, does your firm make a specialty of mat- 
ters of this kind—liquidation matters?—A. Yes, sir. We 
have, I should say, a large bankruptcy and receivership 
practice. 

Q. In the Asparagus Co. matter, how long did that receiv- 
ership last?—A. It was commenced in September 1930 and 
it is still pending. 

Q. During that receivership, did you ascertain that a 
great portion of its assets had been pledged and mortgaged 
to a certain bank?—A. When the receiver was first ap- 
pointed, in September 1930, I might say generally that prac- 
tically every asset of any value of the company was hypoth- 
ecated to the Pacific National Bank of San Francisco. 

Q. As the result of negotiations entered into by the re- 
ceiver, Mr. Edwards, and yourself, with the assistance of 
others, did you liquidate the assets that were under pledge 
or mortgage?—A. We were able to pay off the loan to the 
Pacific National Bank in full and preserve an equity in the 
company of a considerable amount of money. I cannot fix 
the amount, because it depends on the value, based on eco- 
nomic conditions. 

Q. How much was the obligation of that bank which you 
and the receiver, with the assistance of the others, liqui- 
dated and paid off?—A. Between $225,000 and $235,000. 

Q. Do not go into detail, but state briefly how many peti- 
tions and applications of various kinds were prepared by you 
and presented to the court during the administration of 
that receivership.—A. We prepared, on behalf of the re- 
ceiver, 18 separate rent-share base contracts and leases, all 
of which were different, and on which we could not use the 
previous form or basis to work out. We prepared a peti- 
tion and negotiated to close the sale of some 16 acres to 
the Southern Pacific— 

Q. Mr. Dinkelspiel, will you permit an interruption in the 
interest of time? Instead of stating what they were, unless 
it is asked for on cross-examination, will you state in round 
numbers the number of petitions that you prepared which 
were submitted to the court and passed upon by the court 
in that receivership? 

Mr. Manager SUMNERS. Mr. President, may I suggest 
to counsel for respondent that it will perhaps save time if 
the witness will indicate in what connection these various 
documents were prepared. It might save time. 

Mr. LINFORTH. In the interest of time, I leave that for 
the cross-examination, Mr. President. 

The PRESIDING OFFICER. You may proceed. 

The WITNESS. We prepared approximately 18 or 19 sep- 
arate leases, probably 5 or 6 separate agreements, and 
numerous other agreements which were drafted and not 
executed. 

Q. In round numbers, how much in cash did the receiver 
take in during his receivership?—A. I do not believe I could 
answer that question without referring to the receiver's 
account. 

Q. Could you answer, in round numbers, whether it was 
several hundred thousand dollars or a few dollars?—A. I 
could not give an answer on that. 

Q. The receiver took in more than enough to pay the bank 
two hundred and odd thousand dollars, did he not? 

Mr. Manager SUMNERS. We object to that question, Mr. 
President. 
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Mr. LINFORTH. My embarrassment is that I am trying 
to save time. 

Mr. Manager SUMNERS. I withdraw the objection. 

The PRESIDING OFFICER. The objection is withdrawn. 

The WITNESS. I could not give you a proper answer 
without referring to the receiver’s account, which is on file 
with the papers. 

Q. In that matter, to your knowledge, was an arrangement 
made between the attorneys representing the plaintiff and 
the attorneys representing the defendant in that case with 
reference to the compensation of the receiver?—A. Yes, sir. 

Q. What was the arrangement made with those attorneys 
as to the compensation of the receiver?—A. The receiver 
was to receive $1,000 per month. 

Q. How much did you apply for as one of the attorneys 
for the receiver?—A. $14,000, covering 1 year’s services. 

The PRESIDING OFFICER. Just a moment. The Chair 
assumes that when you use the word “you”, you mean the 
firm, do you not? 

Mr. LINFORTH. Thank you, Mr. President, for the sug- 
gestion. 

By Mr. LINFORTH: 

Q. When I say “ you”, I mean your firm.—A. $14,000 for 
1 year’s services. 

Q. Before that application came on for hearing, was there 
any discussion between you and the receiver and the attor- 
neys for the American Can Co., the plaintiff in that case, 
with reference to the amount that should be allowed to your- 
self and the receiver?—A. Yes, sir. 

Q. Who was that attorney?—A. Mr. Fox, of Chickering 
& Gregory, and Mr. Richter, of Cushing & Cushing. 

Q. What amount was agreed to as the reasonable value 
of the services of the receiver and the attorney?—A. We 
were unable to agree to any figure. Mr. Richter, who rep- 
resented the defendant company, advised us that his client 
no longer had any direct interest in the situation, and re- 
ferred us to the creditors’ committee and to Mr. Fox, who 
represented the American Can Co., who was the petitioner 
in the action. We took up the matter with Mr. Fox, and 
advised him that we were considering filing a petition both 
for the receiver and for his attorneys for $15,000 apiece to 
cover the 1 year’s service. Mr. Fox said, “ Well, I should 
rather not pass on that. I will suggest that you take up the 
matter with Judge William J. Hayes”, who was the attor- 
ney for the San Francisco Board of Trade, and who was 
representing numerous creditors. 

Q. Did you take it up with Mr. Hayes?—A. We did, sir. 

Q. What amount did Mr. Hayes suggest?—A. He sug- 
gested that a fee of $10,000 would be in order. 

Q. Did the matter come on subsequently before Judge 
Louderback for hearing?—A. Yes, sir. 

Q. At that hearing did Mr. Hayes suggest that he thought 
$10,000 would be reasonable?—A. Mr. Hayes’ statement in 
court was, he advised the court that we had discussed this 
matter with him; that we had offered at that time—we felt, 
if I may recount that conversation a little more fully 

Q. Mr. Dinkelspiel, I want you, please, to be as brief as 
possible, and cut out details—A. Judge Hayes advised Judge 
Louderback, when the matter came on for hearing, that 
he was neither approving nor disapproving of the applica- 
tion made, but that he was instructed by his clients to 
state that in their opinion an allowance should be made of 
$10,000 covering 1 year’s services. 

Q. Did the court make any statement to Mr. Fox, repre- 
senting the American Can Co. and its attorneys, Chickering 
& Gregory, as to what amount in his opinion was reason- 
able?—A. Yes, sir. 

Q. What did Mr. Fox reply?—A. Mr. Fox suggested, in- 
stead of making the allowance for 1 year’s services, in view 
of the fact that the application was being heard about 16 
or 18 months after the inception of the receivership, that 
Judge Louderback make the allowance on account of sery- 
ices rendered to date. 

Q. Was there any question from the judge to Mr. Fox as 
to what, in his opinion, the services were worth?—A. Yes, 
Sir. 
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Q. What took place in that respect? — A. The judge asked 
Mr. Fox, on his suggestion, what he felt should be a proper 
allowance on account, as distinguished from our application 
for 1 year. Mr. Fox stated $15,000. 

Q. In the submission of the matter, how much did the 
court allow you and how much did the court allow the re- 
ceiver?—A. To the receiver, $14,000 on account; and to our- 
selves the same amount on account. 

Q. Was any appeal ever taken from either order?—A. 
No, sir. 

Q. With reference to that fee of $14,000, to your absolute 
knowledge did the respondent, Judge Louderback, ever 
receive a cent of it?—A. No, sir. 

Q. Did anyone except the firm of Dinkelspiel & Dinkel- 
spiel ever receive a cent of it?—A. Absolutely not. 

Q. You made no contribution and no division to anybody 
of any part of that fee?—A. No, sir; no, sir. 

Q. Were you—and when I say “ you” I mean your firm— 
the attorneys for the Fageol Motors Co.?—A. For the receiver 
in equity of the Fageol Motors Co. 

Q. That is what I meant, Mr. Dinkelspiel. May I amend 
the question? Was your firm the attorneys for the receiver 
of the Fageol Motors Co.?—A. Yes, sir. 

Q. And who was the receiver?—A. G. H. Gilbert. 

Q. How long did that receivership last?—A. From Febru- 
ary 1932 until sometime in July of 1932. 

Q. In that matter, do you know who allowed or fixed the 
compensation of the receiver and his attorneys?—A. Yes, 
sir; the referee in bankruptcy at Oakland, Calif., Burton K. 
Wyman. 

Q. Did Judge Louderback, the respondent here, have any- 
thing whatever to do with fixing those fees?—A. No, sir. 

Q. In the application made, how much was requested as 
fees of the attorney and the fees of the receiver?—A. The 
attorneys requested $10,000 and the receiver $6,000 or $6,500; 
I do not recall the exact amount. 

Q. In open court upon the hearing of that application, did 
the creditors consent to the payment of those amounts?— 
A. Yes, sir; those allowances were made by us after several 
conferences with the creditors, and made at their suggestion 
as to a reasonable fee to ask for. 

Q. Mr. Wainwright was the representative of the largest 
unsecured creditor?—A. He was. 

Q. And Mr. Ross was the representative of the Waukesha 
Co., the next largest unsecured creditor?—A. He was. 

Q. Were both of them present in court at the time of the 
application for fees?—A. I believe so. 

Q. And did they, as well as the other creditors present, 
consent to the allowance of $10,000 as attorney fees, and 
$6,500 as fees of the receiver?—A. Absolutely. 

Q. And after their consent, what order did the court 
make?—A. It allowed the attorneys $6,000 and to the re- 
ceiver $4,500. 

Q. Did anyone except Dinkelspiel & Dinkelspiel receive 
any part or portion of that fee?—A. No, sir. 

Q. No division of any part or portion was made to Judge 
Louderback or anyone else?—A. Absolutely not. 

Q. By the way, did Mr. LaGuardia, when in San Fran- 
cisco, examine the bank accounts of Dinkelspiel & Dinkel- 
spiel? A. He did. 

Q. Were they all turned over to him, together with the 
vouchers and checks?—A. Yes, sir. 

Q. Was that before the hearing which took place subse- 
quently in San Francicco?—A. Prior to the hearing and 
during the pendency of the hearing at San Francisco. 

Q. Did you at that time furnish to him all information 
and all data relating to your bank accounts that he re- 
quested?—A. Yes, sir. 

Q. In either the Sonora Phonograph matter or the Golden 
State Asparagus matter, was there any litigation?— A. There 
was no litigation in the Sonora Phonograph Co. There was 
some in the Golden State Asparagus Co. 

Q. How many suits did you commence in the Golden 
State Asparagus Co. case?—A. I think, up to the present 
time, five. 
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Q. Did at least one of them go to trial?—A. Yes, sir; one 
case was tried before Judge St. Sure in the Federal court 
at San Francisco, 

Q. Did your firm try it?—A. Les, sir. 

Q. Did that result in a judgment in favor of the re- 
ceiver?—A. It did, sir. 

Q. For how much money?—A. Seventeen-odd thousand 
dollars. 

Q. In that matter did you employ, or did the receiver un- 
der your instructions employ, a firm of accountants to make 
an audit?—A. We employed a firm of accountants in the 
Fageol Motor Co. matter. 

Q. Who was that firm of accountants?—-A. Lybrand, Ross 
Bros. & Montgomery. 

Q. At whose suggestion or request did you employ those 
accountants?—A. At the suggestion of Mr. Wainwright, of 
the bank, and at my own suggestion. 

Q. When you employed those accountants, did you have 
any understanding with them as to what the maximum 
charge or fee was to be?—A. Yes, sir. 

Q. What was it?—A. Not to exceed $5,000. 

Q. Did you take that up with Mr. Wainwright repre- 
senting the creditors, and did it meet with his approval?— 
A. It did. 

Q. Subsequently a bill for how much was received from 
those accountants?—A. Some fifteen and odd thousand 
dollars. 

Q. Did you oppose the bill?—A. When the bill was sub- 
mitted, the equity receivership had terminated 

The PRESIDING OFFICER. Answer the question “yes” 
or “no”, and then explain if you care to. 

The WITNESS. Yes. 

By Mr. LINFORTH: 

Q. After the Fageol Motor Co. went into bankruptcy and 
Mr. Street was appointed as receiver, did you cooperate with 
him in opposing that bill?—A. I did. 

Q. The other receivership matter in which you repre- 
sented the receiver was the Prudential Holding Co.?—A. 
Yes, sir. 

Q. And Mr. Gilbert was the receiver in that matter?—A. 
Yes, sir. 

Q. How long did that receivership last?—A. About s 
month or 6. weeks. 

Q. Did you take any part in the proceedings made to dis- 
miss the receivership?—A. No, sir. 

Q. Did you apply for or did you receive any compensation 
in that matter?—A. No, sir 

Q. Did the receiver apply for or receive any compensation 
in that matter?—A. No, sir. 

Q. Then, am I correct in saying that the only compensa- 
tion you ever received in any matters under appointment by 
Judge Louderback, where you represented the receiver, was 
in the three matters you have already referred to?—A. That 
is correct. 

Mr. LINFORTH. You may take the witness. 

Mr. KING. Mr. President, I submit two interrogatories 
dealing with the fee of $20,000. 

The PRESIDING OFFICER. The clerk will read the in- 
terrogatories. 

The legislative clerk read as follows: 

Q. Was the reasonable value of the legal services of your firm 
worth the amount allowed, $20,000? 

The WITNESS. In my opinion it was, sir. 

Q. What was the provision of the statute which you state 
authorized the payment of $20,000? 

The WITNESS. The Senator misunderstood my answer. 
There is no provision in the statute providing for compensa- 
tion to attorneys for receivers or trustees. The reference I 
made is that the receiver’s compensation in that case was 
pursuant to the bankruptcy act. 

The PRESIDING OFFICER. The managers on the part 
of the House may cross-examine. 

Cross-examination by Mr. Manager BROWNING: 

Q. Mr. Dinkelspiel, what other cases, representing receiv- 
erships in other courts than Judge Louderback’s, has your 


firm been in since your father’s death?—A. We represented 
the receiver in the American Radio Stores, a case before 
Judge St. Sure. 

Q. Who was the receiver?—A. Bartley C. Crum. We rep- 
resented a case of Hirsh Millinery Co., where the receiver 
was Morris Rodgers, appointed by Judge Kerrigan. 

Q. What were your fees in each of those cases?—A. The 
fees in the American Radio Stores were some $2,000, as I 
recall at the present time. 

Q. And in the other case?—A. I do not recall, Mr. Brown- . 
ING. 

Q. Who knows that?—A. The court records would show 
it. I have not refreshed my memory on it for some time. 

Q. It was less than $2,000, was it not?—A. I believe so. 

Q. How long did the Sonora Phonograph Co. case last?— 
A. Seven months, approximately; 6 or 7 months. 

Q. This concern was conducted for a part of that time as 
a going business?—A. Yes, sir. 

Q. What other attorneys assisted in the conduct of this 
receivership?—A. In California? 

Q. Yes.—A. None, except in one or two instances or several 
instances, the exact number I do not recall, where we en- 
gaged counsel in various cities of California and on the 
Pacific coast to assist in the collection of accounts. 

Q. They were paid out of the estate?—A. Yes, sir. 

Q. Was there a single claim in that case that went to liti- 
gation?—A. No, sir. 

Q. And you attended to all the work yourself?—A, Yes, 
sir 


Q. How did you get into that case, Mr. Dinkelspiel?— 
A. We were requested by an attorney in New York City, who 
represented certain creditors, to file a petition for the ap- 
pointment of an ancillary receiver in California. 

Q. Were you a member of an association or some list of 
collection attorneys that brought you that business?—A. No, 
sir 


Q. How did you get your connection with this concern?— 
A. I assume they knew of our firm. We are representatives 
in San Francisco in several law lists. 

Q. What date did you receive your fee in that case?— 
A. The fee was allowed in two parts, one in May of 1930, and 
the balance of $5,000 in July of 1930. 

Q. Your correspondent who requested you to file this peti- 
tion for ancillary receiver was also in this same law list, was 
he not?—A. I do not know. 

Q. Are you not acquainted with the lists in which you are 
listed?—A. No, sir; we are listed in probably 25 or 30. He 
possibly knew our firm from the Commercial Law League of 
America, of which at one time my father was president, and 
was prominent in its activities, 

Q. Do you not know that is how you got it?—A. I do not 
know how we got it; no, sir. I assume by reason of the facts I 
have given you that our firm was known to the attorney in 
New York City. 

Q. Did this correspondent of yours ever ask for a portion 
of this fee?—A. No, sir. 

Q. Did he not ask you for a third of it under the commer- 
cial regulations as to the division of fees?—A. No, sir. 

Q. Or no part of it?—A. We understood at one time 

The PRESIDING OFFICER. Answer that yes or “no” 
and then explain afterward. 

The WITNESS. He never asked for it. MayI explain? 

The PRESIDING OFFICER. Yes. 

By Mr. Manager BROWNING: 

Q. Yes; go ahead and explain.—A. It had been customary, 
and still is customary, when legal matters are forwarded 
from these law lists which I have described, that the receiv- 
ing attorney is entitled to two thirds of the fee which may 
be allowed, and the forwarding attorney one third. We 
assumed at that time that it would be proper, in view of the 
custom, that he would receive one third of any fee which we 
were to obtain. During the course of that administration 
the United States Supreme Court rendered a decision frown- 
ing upon that procedure, and on the strength of that decision 
we advised him that, regardless of whether he anticipated 
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receiving a fee from us or not, he was not to receive any, 
and there never was any division of fee with that party. 

Q. Was your father living at the time you filed this peti- 
tion?—A. Yes, sir, 

Q. How much of your time each day did you put in in 
the administration of this receivership during that 6 
months?—A. I would approximate 3 or 4 or 5 hours a day. 
It is all set forth in a verified petition with the court papers, 
Mr. BROWNING. 

Q. The last appropriation that was made to you was 
contested by every interest in the case except the receiver, 
was it not, and especially by the Irving Trust Co.?—A. Yes, 
sir. 

Q. In the Golden State Asparagus Co. case, Mr. Fox and 
Mr. Richter were just as active as your firm in the admin- 
istration of that receivership, were they not?—A. Abso- 
lutely not. 

Q. You do know that they stopped the forced sale 
A. They did not. 

Q. (Continuing.) Of the property, before you were ap- 
pointed as attorney in the case?—A. They did not. 

Q. When were you appointed?—A. We were appointed 
on—I have forgotten the exact date in September 1930. 

Q. How many days after Mr. Edwards was appointed as 
receiver were you appointed?—A. I think 1 or 2 days. 

Q. You do know that the forced sale was stopped the day 
he was appointed, do you not?—A. I know that the presi- 
dent of the bank told us that he would have no further 
dealings with Mr. Fox, and it was through our efforts that 
the sale was continued. 

Q. Although it was 2 days before you were appointed that 
the sale was actually stopped, you are willing to say that 
now?—A. No, sir; the sale was, as I recall it, noticed to be 
held 2 days thereafter. Prior to the receivership a sale 
had been noticed, and the bank decided sufficient notice 
had not been given. It accordingly readvertised the sale to 
be held after the appointment of Mr. Edwards as receiver. 

Q. And that was the day he was appointed?—A. No, sir; 
after, as I recall. 

Q. Do you mean to say now that it was after you were 
appointed as the attorney?—A. That the sale was to take 
place; yes, sir, as I recall it at this time. 

Q. You also know that Mr. Fox and Mr. Richter and their 
firm were very active in helping prepare all these leases and 
transactions you have described as coming within your serv- 
ices in the case?—A. No, sir. 

Q. Did they do any part of it? -A. We prepared every 
lease that is described. 

The PRESIDING OFFICER. Answer the question. 

By Mr. Manager BROWNING: 

Q. Did they do any part of it?—A. Simply consulted with 
us after we had prepared the leases. 

Q. But you did consult with them about all of these trans- 
actions?—A. Absolutely. 

Q. And got their advice on it?—A. We submitted it to 
see if it would be satisfactory to them and if they had any 
suggestions to make. 

Q. And you had their full cooperation?—A. Yes, sir. 

Q. Have you been paid your fee of $14,000?—A. Been paid 
$5,000. 

Q. Why have you not been paid it all?—A. Because we 
did not feel that in view of the present economic conditions 
it would warrant drawing out any more money from the 
company. 

Q. Was there any in there to draw out?—A. There was 
a potential amount at that time, but since the allowance 
was made the price of asparagus has dropped from 4 cents 
a pound to 2 cents a pound. 

Q. Can you pay fees out of potential matters?—A. Yes, 
sir; we anticipated that the crop which had been harvested 
or was ready to be sold at that time would be sold at the 
then existing market price. 

Q. What they had for sale was asparagus, was it not?— 
A. Yes, sir. 

Q. And you could not take your fee in asparagus, of 
course?—A. We do not expect to, sir. 
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Q. In the Fageol Motors case, what were the assets of that 
concern, do you recall?—-A, The assets were in excess of a 
million dollars in round figures. 

Mr. KING. If I am not violating any rule, I wish to 
inquire what was the case to which counsel referred? 

Mr. Manager BROWNING. The Fageol Motors Co. 

Q. What was the nature of their business?]—A. Automobile 
assembling and manufacturing plant. 

Q. Did it have an extensive business up and down the 
Pacific coast?—A. Yes, sir. 

Q. How many States did it stretch over?—A. Washington, 
Oregon, Utah, and California principally. 

Q. They not only manufactured bodies and other parts of 
automobiles but they had an assembling plant, did they 
not?—A. Yes, sir. 

Q. And they had sales agencies and service also?— 
A. Yes, sir. 

Q. How long did this receivership last?—A. From Feb- 
ruary 17, 1932, until some time in July of 1932. 

Q. How much of your time did you devote to that con- 
cern?—A, I should say on an average of half a day for 4 
or 5 days a week. 

Q. For how many months? A. During the first part of the 
receivership, not so much after we had the thing running 
along. 

Q. How long do you count “ the first part of the receiver- 
ship ”?—A. About 3 months. 

Q. And after that time what part of your time did you 
devote to the business? —A. I cannot say offhand, Mr. 
Browninc. May I refer you to the account which we filed? 

Q. Can you approximate it?—A. I would not dare do that, 
sir. 


Q. But you did have something to do with it every day?— 
A. Practically every day; yes, sir. 

Q. Did you have any litigation?—A. We filed some suits 
for the company. 

Q. How many?—A. I think three direct suits as such. 

Q. Did they go to trial?—A. Two of them did. 

Q. And were they on matters of collection?—A. Les, sir. 

Q. Were you successful in those suits?—A. Yes, sir. 

Q. How much did you recover for the concern?—A. 
Several hundred dollars; they were small matters. 

Q. Do you know how much money came into the hands 
of the receiver in this case?—A. I would not give an opinion 
on it. The records will show that. 

Q. Approximately how much? You gave the amount in 
some of these other cases. Are you not as familiar with this 
one as with the other cases?—A. No; I am not, without re- 
ferring to the records. I have a notation in my file, and if 
I might refer to that I could give it. 

Q. Please refer to it—A. (After examining file.) The re- 
ceiver collected approximately $120,000 in accounts receiv- 
able and liquidated about $150,000 of the inventory. 

Q. That was about $270,000 that he, in fact, handled?—A. 
Converted into cash, I am referring to, sir. 

Q. Yes. Now, in comparison to the other receivership, in 
the Sonora Phonograph case, did you do as much work in 
this one as you did in that?—A. About the same. 

Q. And did you do as much work in this as you did in the 
Golden State Asparagus case?—A. No, sir. 

Q. You did not do as much in this?—A. Well, probably 
about the same; it is hard to say exactly. 

Q. This was straight liquidation, was it not?—A. Are you 
referring to the Fageol Motors case? 

Q. Yes.—A. No, sir. 

Q. It was a going concern and operated during the re- 
ceivership?—A. Yes, sir. . 

Q. The Golden State Asparagus case is a going con- 
cern?—A. Yes, sir. 

Q. There is no liquidation about it?—-A. No, sir. 

Q. You say the employment of these accountants was 
agreed to by Mr. Wainwright?—A. May I recount the cir- 
cumstances of that, sir? 

Q. Yes.—A. Two or three days after the receiver was ap- 
pointed we received a report or statement from a man 
named Crook, who had been an accountant of the company. 
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Mr. Wainwright brought that to my office and we discussed 
it together and decided that it was absolutely no good to 
us in determining any sort of a policy in connection with 
the company. We decided that it would be necessary to 
engage reputable accountants to handle the work. I dis- 
cussed the matter with Mr. Bronson, who represented the 
defendant company, and he approved of the suggestion, 
stating that the cost would not be too great. I asked him if 
he had any suggestion as to whom to employ. He said no.“ 
I then interviewed 2 or 3 or 4 people in reference to prices 
in connection with the work. I finally determined, on be- 
half of Mr. Gilbert, that Lybrand, Ross Bros. & Montgomery, 
who, I understand, are one of the largest accountant firms 
in the United States, be employed for the reason that they 
had branches in every city where the company had branches. 
They submitted a certain statement to me of what the 
charge would be, and we agreed that it would be about 
$5,000. I said that the ultimacy would have to be subject 
to the approval of the court, but I wanted to understand 
about what the charge would be at the present time. I 
submitted that to Mr. Wainwright, and he approved it. 

Q. What did you tell the auditor that you wanted in the 
way of a report; just what information did you want?—A. 
We had to have a comprehensive balance sheet, the segre- 
gation of the accounts receivable, and the segregation of 
commercial accounts receivable that had been assigned and 
discounted with various finance companies. 

Q. What you were after was a balance sheet?—A. Yes, sir. 

Q. Did you have a definite contract with these people that 
the charge was not to exceed $5,000?—A. As I explained to 
you, it was agreed between us that the fee would be around 
$5,000, but I specifically put in the order that any allowance 
to them would be made subject to the approval of the court, 
which I felt was a sufficient safeguard against any over- 
charge. 

Q. Then you did not have any agreement with them at all, 
except that the court would fix the fees for the auditor. Is 
that right?—A. No, sir; I had an agreement with them; I 
had an understanding with them. 

Q. Why did you leave it to the court?—A. Because I knew 
that any agreement in an equity receivership must be sub- 
ject to the court’s approval. I had no authority to engage 
them, and I had no authority to bind them as to any 
particular fee. 

Q. But you did not put into the order “not to exceed 
$5,000 “, did you?—A. No, sir. 

Q. You did tell Mr. Wainwright and Mr. Bronson that the 
fee would not exceed $5,000?—A. Yes, sir. That was my 
understanding. 

The PRESIDING OFFICER. May the Chair inquire what 
was finally paid in that case? 

Mr. BROWNING. Will the witness answer? 

The WITNESS. I do not know, sir, because I was not 
interested in the case when it came up; it was compromised; 
I know that. 

By Mr. Manager BROWNING: 

Q. The record does show that it was $11,000 or $12,000 
was it not?—A. I do not know; I know there was a compro- 
mise 


Mr. LINFORTH. Mr. President, I do not think that 
counsel should make a statement not in accord with the 
record of the testimony. It was reduced to $6,000 or $7,000. 

Mr. Manager BROWNING. Mr. Peterson testified, in 
chief here, that it was between $11,000 and $12,000, and put 
it in the record, and it is in the record here now. 

The PRESIDING OFFICER. If the witness does not 
know, he need not answer. 

By Mr. Manager BROWNING: 

Q. You say you had a lawsuit in the Golden State As- 
paragus case in which you made a recovery. What was 
the nature of that case?—A. When the receiver was ap- 
pointed it appeared that the Golden State Co. had 
advanced some $15,000 to a man named Neilson, who is 
president of the Golden State Asparagus Co. Neilson was 
in partnership with two other people. We discussed the 


situation with Mr. Richter, who was attorney for the com- 
pany, and Mr. Richter advised us that the Golden State 
Co., and, therefore, the receiver, had no claim other than 
a partnership accounting. We checked into this situation 
on our own account and advised the receiver, against Mr. 
Richter’s advice, that, in our opinion, we had a claim for 
moneys advanced and that the Golden State Co. was not 
a partner of this other outfit and when we could not obtain 
a settlement from them filed suit in the Federal court, 
which was heard before Judge St. Sure, and judgment was 
rendered in the receiver's favor for the sum of seventeen-odd 
thousand dollars. 

Q. Mr. Dinkelspiel, why did you not apply for a fee in 
the Prudential Holding Co. case?—A. Because I checked 
into the law and I found, in view of the order made by 
Judge Louderback abandoning the receivership, that we had 
no legal right to do so. 

Q. You mean by that that the court could not allow a 
fee for the services you had already rendered?—A. No; in 
view of the court’s order invalidating its order appointing 
a receiver; no, sir. I checked the law on that and I be- 
lieve I am correct in my conclusion; otherwise, though the 
services rendered were not very great, I should have filed 
an application. 

Q. Then, your understanding of the law is that when the 
judge or any court invalidates the appointment of a re- 
ceiver he is entitled to no compensation?—A. Yes, sir. 

Q. When was the first information you had of the origin 
of the Prudential Holding Co. case?—A. Mr. Gilbert called 
me and said he had been appointed receiver. 

Q. What was the first case you were in with Mr. Gil- 
bert?—A. The Sonora Phonograph Co. case. 

Q. How did he happen to select you as attorney in that 
case?—-A. He was named by Judge Louderback, and we re- 
quested of Judge Louderback that we be retained in that 
case as counsel for Mr. Gilbert and the Irving Trust Co. as 
coreceivers. The judge, I imagine, instructed Mr. Gilbert 
to so do. 

Q. Whom do you mean by we? A. I am referring to 
our firm, sir. 

Q. Was your father living at that time?—A. Yes, sir. 

Q. He was really the head of the firm?—A. Yes; at that 
time, sir. 

Q. Who else were members of the firm at that time?— 
A. My brother and myself. 

Q. Did you personally know Mr. Gilbert before that 
time?—A. No, sir. 

Q. Where did you first meet him?—A. Either at my office 
or at the chambers of the judge. 

Q. When Mr. Gilbert went to the chambers of the judge 
and qualified, were you there?—A. I do not recall, sir. It 
was 3 years ago, and I do not remember where I did first 
meet Mr. Gilbert. It was either out there or at my office. 

Q. In that first conversation Mr. Gilbert told you that 
he expected to appoint John Douglas Short, did he not?— 
A. Yes, sir. 

Q. And you told him that you were to be appointed?— 
A. We expected to be appointed; yes, sir. 

Q. Well, who else did he talk to before he made the 
recommendation of you to the court, except you?—A. I have 
no idea. 

Q. Did he make a recommendation then and there when 
you first talked to him? Did he sign the petition for your 
appointment at that time? A. No, sir. 

Q. How long after that did he sign it?—A. I would say 
within 24 or 48 hours; I do not recall the exact time, sir. 

Q. Did he come to your office and sign the petition?— 
A. Yes, sir. 

Q. You drew it for him?—A. Yes, sir. 

Q. How did you get the notice that you were to be the 
attorney in the Fageol Motors case?—A. Through Mr. 
Gilbert. 

Q. Did he call you or come to see you?—A. I believe he 
phoned me and then came down to my office. 

Q. What time of day, did he phone you?—A. I think it 
Was some time early in the afternoon. 


3786 


Q. Would you say before 2 o’clock?—A. I would not say. 
It was around that hour. I could not say. I made no note 
of the hour. 

Q. What time did you qualify?—A.I would say about 
3 o'clock. I would say about an hour after he phoned, 
and I believe he came down to my office about an hour 
after that. 

Q. You and he went to the judge’s chambers then to- 
gether?—A. Yes, sir. 

Q. You were advised that you were to be appointed, and 
you had the orders drawn?—A..I assumed I would be ap- 
pointed when Mr. Gilbert called me and asked me to act, 
and I prepared the orders and asked him, as I remember it, 
to come to my office, and that we would arrange to obtain 
the necessary bond for his qualification and such other 
papers as are necessary to properly qualify a receiver. 

Q. You then went to the judge’s chambers before you 
went to the clerk’s office to qualify?—-A. You cannot qualify 
in the clerk’s office until you go to the judge’s chambers and 
have the judge approve the bond. 

Q. I ask if you did not go to the judge’s chambers before 
you went to the clerk’s office to qualify.—A. Yes, sir; to 
have the bond approved. 

Q. Did the judge at that time sign the order to approve 
the bond?—A. Yes, sir. 

Q. And you took it to the clerk’s office and qualified?— 
A. Yes, sir. 

Q. The first thing you did after that was to call Mr. 
Bronson, was it not?—A. I took a taxicab to my office and 
phoned Mr. Roy Bronson. 

Q. He asked you at that time if Gilbert had already quali- 
fied?—A. Yes, sir. 

Q. And you told him that he had?—A. Les, sir. 

Q. Did he tell you why he asked you that?—A. No, sir. 

Q. Did he then make an engagement with you to talk to 
you about the case?—A. I asked him if I could make an 
appointment with him for that afternoon, and he advised 
me it was too late in the afternoon and we would make it 
for the morning. There were 5 or 6 various interests in- 
volved, and he made an engagement, as I recall, for 11 
o'clock the following morning. 

Q. To refresh your memory, did he not request you at that 
time for a conference, and you told him you could not see 
him until next morning?—A. No, sir. To the best of my 
recollection, I asked him for a conference that afternoon, 
and, to the best of my recollection, he said it was too late 
that afternoon, that we would make it in the morning. I 
may be mistaken, but that is the very best of my recollec- 
tion. 

Q. You did have a conference the next morning?—A. 
Yes, sir. 

Q. Mr. Gilbert went with you?—A. Yes, sir. 

Q. These men at that time cross-examined Mr. Gilbert on 
his qualifications for this work?—A. Very thoroughly. 

Q. They told him they found him thoroughly incompetent 
so far as his experience and his attitude were concerned?— 
A. I did not hear them make any statement to his face to 
that effect, sir. 

Q. Not to that effect?—A. No, sir. They merely asked 
questions in regard to his various qualifications and activi- 
ties, to which he answered, and what conclusion of mind 
they came to I do not know because to the best of my recol- 
lection they did not express it so I could understand it. 

Q. Do you not know they told him that his responses did 
not satisfy them at all, or his qualifications?—A. No, sir; 
I do not recall them having made that statement. 

Q. Or that in substance?—A. No, sir. 

Q. At that time they asked you and asked him to agree, 
if he stayed in, to let the creditors’ committee run the es- 
tate, did they not?—A. Not in that language; no, sir. They 
asked us to cooperate with them. 

Q. What did you understand by that?—A. At that partic- 
ular moment I did not understand it until I had a conver- 
sation at 2 o’clock that afternoon with Mr. Wainwright. 

Q. What did he state in that conversation?—A. He ad- 
vised me that he was very disappointed at first in the ap- 
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pointment of Mr. Gilbert, but that he felt satisfied after at- 
tending the meeting that morning. His exact language was 
that he was afraid of the appointment of a stranger; that he 
had been interested, or his bank had been interested, in an- 
other case in Oakland where another receiver had been ap- 
pointed, and, in his language, the receiver had run rough- 
shod over the creditors and that they had had an awful time 
managing the receiver, but that with the assurance of Mr. 
Gilbert and ourselves that we would work together with 
them and be guided by such suggestions as they had, he 
would be satisfied. 

Q. In fact, he asked you to consent then and there to let 
them run the receivership, in effect, did he not?—A. No, sir; 
absolutely not. 

Q. But at that time you did agree to do everything they 
asked you to about the estate?—A. Certainly. They were 
me parties in interest and we wanted to work along with 

em. 

Q. They told you then there would not be any big fees in 
this case if it stayed in receivership?—A. They asked about 
the fees and we said, “ Gentlemen, you need not worry, be- 
cause before any application for fees be made we will submit 
the matter to you and have you pass upon it.” 

Q. They insisted there would not be any big fees in that 
case if it stayed in receivership?—A. There was no insistence. 
There was no enmity of any kind. It was a gentlemen’s 
discussion and we met them voluntarily in answer to their 
questions. There was no insistence on their part, though. 

Q. You do not consider that you made an agreement at 
that time to keep the fees below the ordinary fees allowed 
in matters of this kind?—A. We only discussed the matter 
of fees as I pointed out; that we would take it up with them 
when the proper time came. 

Q. You made no other assurance than that about the 
fees?—A. No; not as far as I can recall. 

Q. Do you not know at that time you and Mr. Gilbert 
agreed that they should employ a man who knew the busi- 
ness and send him out there to have active charge of it?— 
A. At that time, no, sir; absolutely not at that time. 

Q. At what time did you do it?—A. That afternoon Mr. 
Wainwright and Mr. Gilbert and myself went over to Oak- 
land. Another creditor was to come, but did not appear. 
We went over the situation in a hurried manner and found 
out at that time that the president of the company, a man 
named Bill, had as his assistant and sales manager his son, 
who was drawing, in our opinion, a high salary and had run 
the company behind the previous year some $700,000. We 
decided the first thing to do was to put in a new manager, 
and that, therefore, if we let the so-called “ Bill family ” go, 
we would have to get someone else in. Mr. Wainwright 
said, “I can recommend an excellent man to you”, which 
he did, and that man was Mr. Lundstrom. Meanwhile cer- 
tain other creditors recommended a Mr. McKenzie. Mr. 
Gilbert and I interviewed both of them, and finally we dis- 
cussed the matter together and with Mr. Wainwright, and 
in view of Mr. Wainwright’s nomination of Mr. Lundstrom 
we determined to take him and let the Bill family go. 

Q. At that time you did employ Mr. Lundstrom and put 
him in full charge of the business?—A. No, sir. He was 
employed a week afterwards, 

Q. After you did employ him, you put him in charge of 
the business?—A. I should not say full charge. 

Q. What did you give him to do out there? What au- 
thority did he have?—A. I was not out there very much 
myself, and it would be difficult to answer; but I believe he 
had charge of the manufacturing and assembling and to 
some extent of the sales. 

Q. What else was there to do and have charge of?—A. 
There is quite considerable work to do. 

Q. I mean what other branch of the industry was there 
to have charge of?—A. It was determined by Mr. Gilbert, 
when he stepped in there, together with the cooperation of 
the other creditors, that as a matter of economy, the branches 
at Los Angeles, at Seattle, at Tacoma, at Portland, and at 
Salt Lake City should be immediately closed. 
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Q. Who determined that?—A. I think Mr. Wainwright 
and Mr. Lundstrom and Mr. Gilbert and myself had a 
meeting. 

Q. Who suggested it?—A. I could not say. 

Q. Do you not know that Mr. Gilbert never made the sug- 
gestion?—A. I know that it was Mr, Gilbert’s suggestion 
that the Bills be removed from the business, and it was a 
valuable suggestion. 

Q. I am talking not about the Bill family but about the 
suggestion of closing those branches. Do you not know Mr. 
Gilbert never made that suggestion?—A. I do not know. I 
could not say yes or no. 

Q. Do you not recall that Mr. Wainwright was the man 
that actually suggested it, and you took his suggestion?— 
A. I do not think that is absolutely true. I do not know how 
many suggestions Mr. Wainwright made and how many 
Mr. Gilbert made, but we were all meeting together on and 
off and discussing the situation as best we could. 

Q. Tell me one suggestion Mr. Gilbert made about the 
conduct of the business, an independent suggestion. 

The PRESIDING OFFICER. That you know of. 

The WITNESS. As I recall, Mr. Gilbert suggested to me 
in reference to the discount companies who owned some 
$800,000 worth of contracts which the company had pre- 
viously discounted, that we enter into an agreement with 
them whereby we would be allowed to resell the motor trucks 
which had been repossessed, charging the finance company 
the expense of resale and the expense of repair. That meant 
a great deal to the company. 

By Mr. Manager BROWNING: 

Q. You do not know whether Mr. Wainwright suggested 
that to Mr. Gilbert before he suggested it to you, do you?— 
A. No; I cannot say that. 

Q. What had been Mr. Gilbert’s previous experience before 
this appointment?—A. He told me he was with the Western 
Union Co. 

Q. The Western Union Telegraph Co.?—A. Yes, sir. 

Q. Do you not know that throughout the Sonora receiver- 
ship he worked regularly for the Western Union Telegraph 
Co.?—A. I know it, because he told it to me; yes, sir. 

Q. When he began in the Fageol Motor Co. case he also 
retained for some time or at that time did have his con- 
nection with the Western Union?—A. I understand, at the 
time he became receiver of the Fageol Motor Co. he resigned 
his position with the Western Union Co. 

Q. Do you know whether he resigned or whether he was 
fired?—A. I know he was not fired. I understand he 
resigned. 

Q. Was there any trouble between him and the com- 
pany?—A. I did not know of any. 

Q. Do you not know he had to take his choice between that 
and this?—A. I do not know anything about it. 

Q. How do you know he was not fired?—A. Possibly I do 
not, but as I stated before I do not know anything about the 
fact he was working for them other than he told me. 

Q. But you did say you knew he was not fired?—A. Yes, 
sir; that is what he told me. 

Q. Was he in the operating part of the Western Union 
or in the business part of it?—A. I cannot answer anything 
about it, because it is all hearsay about what he told me. 

Q. What did he tell you he was doing in the Western 
Union Telegraph Co.?—A. I think he was traffic manager, 
night traffic manager, as I recall. 

Q. Who were the parties that brought the suit that re- 
sulted in this ancillary receivership?—A. In which case is 
that? 

Q. The Fageol Motors Co.—A. I do not understand the 
question. 

Q. I mean the Sonora Phonograph Co. case.—A. The Ar- 
row Parts Electric Co., as I recall. 

Q. Who were the lawyers?—A. A lawyer named Robert I. 
Blum, of New York City. 

Q. You say the first you heard of the Prudential Holding 
Co. case was when Mr. Gilbert called you and asked you to 
represent him as his attorney when he was to be appointed 
receiver?—A. That is my recollection; yes, sir. 
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Q. Do you know Kearsley, from Los Angeles, the attorney 
in that case?—A. I do now; yes, sir. 

Q. Do you know James H. Stephens, who was named a 
vice president of the company at that time?—A. I do, sir. 

Q. You knew him at that time, too, did you not?—A. No, 
sir 


Q. In fact, Mr. Kearsley and Mr. Stephens came to your 
office before the petition was filed to talk to you about it, did 
they not?—A. They talked to me. They met in my office. 

Q. What day?—A. I think the morning they went out to 
court. 

Q. Was it that day or the day before? Are you certain? 
A. No; I am not certain. I do not know. 

Q. Did Blum send you down the petition in the Sonora 
Phonograph case?—A, What do you mean by sending down? 

Q. A draft of the petition that was to be filed for ancil- 
lary receivership—aA. No; not that I recall. We prepared 
our own petition. 

Q. Did you see Kearsley and Stephens either the morn- 
ing that the petition was filed at your office, or the day 
before?—A. I do not remember having met them. 

Q. But you do recall that they were there?—A. I remem- 
ber that they came into my office, but I do not remember 
personally having met them. 

Q. What purpose did they come in there for?—A. Mr. 
Kearsley phoned and said he had an appointment with Mr. 
Stephens and asked if he could use our office. We had done 
court business with their firm in Los Angeles. 

Q. And they left your office and went to apply for the 
receivership?—A. I assume so. 

Q. After the receivership was granted, you went with 
Gilbert to the office of the concern in Oakland?—A. That 
afternoon. It was Saturday afternoon. 

Q. How soon after the petition was filed did you qualify as 
attorney for the receiver?—A. I do not know when the peti- 
tion was filed, but we qualified about—it was after 12 o’clock 
of that day, of Saturday. 

Q. And you got to Oakland before 1, did you not?—A. I 
do not know. It takes 40 minutes to go from San Francisco 
to Oakland. I know that Judge Louderback had gone for 
the day. We qualified before the United States commis- 
sioner, and we proceeded immediately to Oakland. Just the 
exact time, I cannot say. 

Q. You saw Mr. Hawkins out there that day; did you? 
A. No, sir. 

Q. You did see him on Monday following?—A. Yes, sir. 

Q. You saw Miss Lind out there that day?—A. I assumed 
that is who she was. I did not know her at that time. ; 
Q. You saw the lady who was the secretary of the con- 
cern?—A. I found out later she was the secretary. I did not 

know it at that time. 

Q. She had in a long-distance telephone call, and re- 
quested to remain until she could complete that, to Mr. 
Hawkins, the attorney in Los Angeles, did she not?—A. I do 
not remember that. 

Q. You do not remember her requesting that she remain 
for that?—A. No, sir. 

Q. You do recall that——-A. Ido not. It is not a question 
of recalling. I do not remember; yes or no. I will not deny 
that she may have done it. 

Q. But you do recall that she was asked to vacate, and a 
padlock was put on the door?—A. Well, it was not as severe 
as that, sir. What happened was, it was a Saturday after- 
noon; there was no business, and Mr. Gilbert asked me 
what he should do to take control of the business and pro- 
tect himself, having been appointed as receiver. I suggested 
to him the only thing that could be done, in view of the fact 
that we were to meet Mr. Hawkins on the following Mon- 
day, and no business would take place between that time, 
would be to have the lock on the door changed, and leave 
the business in status quo. 

Q. And you were advised at that time—you and Mr. Gil- 
bert—that there were three other corporations that had 
their offices in-that same room and on that same floor?— 
A. We were either advised at that time or the following 
Monday. 
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Q. When you saw Mr. Hawkins on Monday he made the 
contention to you that the receivership was absolutely void 
at that time, did he not?—A. Yes, sir. 

Q. And he warned you that you were trespassers?—A. Not 
exactly that. 

Q. What did he tell you about it?—A. He talked something 
about the violation of the fourth amendment of the United 
States Constitution, which I did not understand, and then 
he said that he thought he would move to set aside the 
receivership on that ground. I advised him that he was 
certainly within his rights; that I would do nothing to 
-prevent it. He said he could not determine that until he 
spoke to a Mr. Beck, who, he advised me, was president of 
the company, and who, I understood, was in Idaho or Mon- 
tana. 

Q. But you do know the assets of this concern were turned 
over under more or less violent protest from the attorney 
and from the officials of the concern?—A. As a matter of 
fact, sir, there were no assets. 

Q. Had it not been alleged in the petition that it was 
worth over a million dollars?—A. I knew nothing about the 
allegations. I only am telling you what I found. 

Q. You were attorney for the receiver, and you did not 
know the allegations in the petition?—A. I knew them; but 
the allegations may or may not have been true. I am merely 
recounting to you what I found when I appeared at the 
Prudential Holding Co.’s place of business. 

Q. You do know that after the dismissal of the receiver- 
ship this concern operated for several months after that 
time without any legal interference?—A. I do not know 
anything about it, but I do not know what they could have 
operated on. 

Q. They had a lot of real estate; did they not?—A. They 
nad four pieces of real estate, all of which were under fore- 
closure or subject to an attachment lien. 

Q. Do you mean that there was actual foreclosure in 
process at that time?—A. Subsequently I was named one of 
the attorneys for the receiver in bankruptcy, and the only 
work I did was to petition the court for restraining orders 
to try to protect the equities in those properties. 

Q. You were named as receiver in bankruptcy of this con- 
cern?—A. One of the attorneys for the receiver. 

Q. Who named you there?—A. Judge Louderback. 

Q. How many days was that before the dismissal of this 
equity receivership?—A. I do not know. I do not have the 
dates in my mind, sir. 

Q. As a matter of fact, it was on the 30th day of Sep- 
tember that you were named, was it not, as attorney for the 
receiver in bankruptcy?—A. Well, if you say it was, that is 
the date. I do not know the dates. 

Q. And you qualified on October 2?—A. Whatever the 
records will show. Ido not recall the dates. 

Q. Who was appointed receiver in bankruptcy in that 
case?—A. Mr. Gilbert. 

Q. By whom was he appointed?—A. By Judge Louder- 
back. 

Q. Did you draw the petitions in those appointments also? 
A. No, sir; I do not recall that we did. As a matter of fact, 
our firm was not named as attorneys for Mr. Gilbert in 
that proceeding. The firm of Torregano & Stark were 
named as his attorneys, and A. B. Kreft, and they requested 
that a member of our firm be joined with them because of 
our knowledge of the conditions; and my brother, Martin J. 
Dinkelspiel, I believe alone, appears as attorney. The firm 
does not appear; and the only active part we took was, as I 
stated, in trying to prevent the foreclosures of these valuable 
equities in real estate. 

Q. I thought you said a while ago that they did not have 
any assets to protect—A. They did not, but we made the 
best effort we could to find some assets. 

Q. You now say they were “valuable equities”, do you 
not?—A. Well, I change the word “ valuable“, because they 
had no value. 

Q. Why do you change it?—A. Possibly I meant the word 
facetiously; but there was no value to those properties. 
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Q. Mr. Dinkelspiel, how much of your testimony here 
before the Senate has been facetious?—A. None of it, sir. 

Q. How do you explain that answer, then, that you made 
it facetiously?—A. I am sorry, sir; but I did not mean it in 
the sense of having any value. 

Q. Was the Kreft that you mentioned the one who 
testified here yesterday before the Senate?—A. Yes, sir. 

Mr. Manager BROWNING. I think that is all, Mr. 
President. 

Mr. LINFORTH. 
President. 

Redirect examination by Mr. LINFORTH: 

Q. Mr. Dinkelspiel, in the work of the attorneys for the 
receiver in the four matters that you refer to, did you also 
have the assistance and the cooperation of your brother 
Martin?—A. Yes, sir. 

Q. He also acted with you in each of those matters?— 
A. Yes, sir. 

Q. With reference to the assets of this Prudential Holding 
Co., to your knowledge did the receiver get possession of 
anything tangible?—A. I think an amount less than $200 or 
$300 in the savings bank, and he collected some rents from 
the premises during the period of foreclosure, all of which 
rents were practically paid back for operating expenses, so 
that he turned back to the company some thousand dollars, 
I think it was. 

Q. The bank that you refer to was where? In what State 
did you find a bank account of this concern?—A. In Reno, 
Nev. 

Q. Was that the only bank account you could find that 
this $2,000,000 concern had?—A. To the best of my recol- 
lection. ; 

Q. Mr. Hawkins was the regular attorney for this concern, 
was he?—A. I understand so. 

Q. Did you have a talk with him as to whether or not the 
company had any assets, or whether it was bankrupt?—A. 
I talked with Mr. Hawkins on the Monday that I went to 
Oakland after the Saturday the receiver was appointed. 

Q. What did he tell you at that time with reference to 
the financial condition of the company, if anything?—A. 
His conversation to me at that time was, “ Well, what are 
you doing with an equity receivership in here?—-What are 
you going to do with the assets?” I said, “Why?” He 
said, There are no assets.” He said, The value of the 
entire firm here is worth about $250.” 

Mr. LINFORTH. I have no further questions. 

Mr. Manager BROWNING. That is all, Mr. Witness. 

The PRESIDING OFFICER. Call your next witness. 

(The witness started to leave the stand.) 

Mr. LINFORTH. May I recall Mr. Dinkelspiel on one 
matter? 

The PRESIDING OFFICER. You desire to recall him for 
another question on redirect examination? 

Mr. LINFORTH. Yes, Mr. President. 

The PRESIDING OFFICER. Proceed. 

By Mr. LINFORTH: 

Q. There is one matter I overlooked, Mr. Dinkelspiel. 
Where is your brother Martin at the present time?—A. He is 
in San Francisco at the present time. 

Q. Is he ill or otherwise? A. He was operated on about 
4 weeks ago, and was confined to the hospital for 2 weeks, 
and was just back to his office for the first time a few days 
prior to the time I left San Francisco to come to Washington. 

Q. Is his condition such as to enable him to come here?— 
A. He was so advised by his doctor. 

Q. That it was, or was not?—A. That it was—that his 
condition was such that he would not stand the trip. 

Mr. LINFORTH. That is all. 

Mr. Manager BROWNING. One more 
President, 

By Mr. Manager BROWNING: 

Q. Do you know anything about the “M” account to 
which your brother testified to Mr. LaGuardia in San Fran- 
cisco last September, that was in the name of your father, 
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or something of that kind?—A. I know he had an “M” ac- 
count; yes, sir. 

Q. What was that account?—A. An “M” account is a 
special account that some of the San Francisco banks have, 
that allows you to withdraw at any time and pays you inter- 
est during the period of deposit. 

Q. That was not in the name of your firm, was it?—A. No; 
it was my father’s own personal account. 

Q. Is that account still in existence?—A. No; it is not in 
existence any more I do not believe so. I could not answer 
you definitely. 

Q. Do you know how long it ran?—A. No; I do not, sir. 

Q. It was a savings account?—A. Yes. 

Q. And you and your brother had no connection with it?— 
A. No; as far as—I had none. I do not know about my 
brother. I do not think so. 

Q. You know it was revealed at that time that considerable 
amounts of money were taken out and put back into this 
account?—A. I do not recall at the time. I have not looked 
at it since I went over the account with Mr. LaGuardia. I 
went over all my records with him very carefully on two or 
three occasions, as you recall. 

Q. Were you present when your brother testified?—A. At 
San Francisco? 

Q. Yes. I do not mean now, in the open hearing. I 
mean before Mr. LaGuardia in special room 2093.—A. I do 
not recall being present. I went over there with him, but I 
do not think I was there. I am not sure, Mr. BROWNING. 

Q. Let me read you a portion of that testimony: 

Getting right down to the point—— 


Mr. LINFORTH. Just a moment, Mr. President. We 
object to the reading of any portion of what is called “ that 
testimony ”, being some private investigation being made 
by Mr. LaGuardia before there was any hearing on behalf 
of the committee. If anything was said at that time which 
may be the basis of a question for impeachment, it should 
be put in the proper way; and that statement, or testimony, 
as it is called, should not be read. 

The PRESIDING OFFICER. If it is for the purpose of 
impeachment, the foundation has not yet been laid. Other- 
wise the Chair does not see the materiality of it. 

Mr. Manager BROWNING. As a matter of explanation, I 
will say that Mr. LaGuardia, as a member of the committee, 
did have authority to swear witnesses and take proof on 
this direct question of the investigation of Judge Louder- 
back. It is under that authority that he was acting. The 
witness was sworn and testified on that occasion. I am 
not inclined to press the matter, however, unless the Senate 
would care to hear it. 

The PRESIDING OFFICER. Mr. Manager, does it per- 
tain to the testimony given by this witness at a former 
hearing or some other witness? 

Mr. Manager BROWNING. His brother. 

The PRESIDING OFFICER. The Chair thinks the ob- 
jection is well taken. 

Mr. Manager BROWNING. Very well. That is all. 

EXAMINATION OF G. H. GILBERT 

Mr. LINFORTH. Please call Mr. G. H. Gilbert. 

G. H. Gilbert, having been duly sworn, was examined and 
testified as follows: 

Mr. LINFORTH. May I announce, Mr. President, that 
this witness, ever since he has been in Washington, has been 
suffering from neuritis in both knees; and it would be very 
difficult for him to stand. 

Mr. KING. Mr. President, in view of the rule which we 
adopted requiring every witness to stand, and in view of the 
statement just made by the attorney for the respondent, I 
ask unanimous consent of the Members of the court that 
the rule be waived, and that the witness be permitted to be 
seated during the giving of testimony. 

The PRESIDING OFFICER. Is there objection? If not, 
it is so ordered. 

Mr. KING. Mr. President, while I am on my feet I sug- 
gest that the microphone be adjusted so that he can speak 
directly into the microphone. 

LXXVII——240 
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The PRESIDING OFFICER. You may proceed with the 
examination. 

Direct examination by Mr. LINFORTH: 

Q. Mr. Gilbert, will you state your name and your resi- 
dence?—A. Guy H. Gilbert, 1600 California Street, San 
Francisco, 

Q. Have you any objection to stating your age?—A. None 
at all; 50 years old. 

Q. Are you a married man?—A. Yes, sir. 

Q. Up to February 17, 1932, what was your business?—A, 
Night traffic manager for the Western Union Telegraph Co. 
at San Francisco. 

Q. How long had you been an employee of the Western 
Union Telegraph Co.?—A. About 35 years. 

Q. Covering your entire business life up to that time. Is 
that right?—A. Yes, sir. 

Q. And you started with the Western Union Telegraph Co. 
in what position, and at what place?—A. As a clerk in Jack- 
sonville, III. 

Q. During the years that you were night manager of the 
traffic department of the Western Union Telegraph Co. 
where were you located?—A. At San Francisco. 

Q. As traffic manager, did you have under your immediate 
supervision and control any other employees of the com- 
pany?—A. I did. 

Q. How many?—A. They ranged from 150 up. 

Q. Up to how many?—A. Well, on special occasions, like - 
Christmas Eve, or a heavy file of business; it would probably 
run 250 to 300. 

Q. Would you state as briefly as possible the duties of 
night traffic manager of the Western Union Telegraph 
Co.?—A. My duties were organization, efficiency, economies, 
detailing the handling of traffic, taking care of emergencies 
that might arise, and directing about seven different depart- 
ments. : 

Q. Did your duties require executive work?—A. They did; 
yes, sir. 

Mr. Manager SUMNERS. Mr. President, I suggest that 
this witness be asked to state what his duties were. 

Mr. LINFORTH. The witness has answered, Mr. Presi- 
dent. 

Mr. Manager SUMNERS. I am directing now a general 
objection to this character of testimony. This is a key wit- 
ness, and we suggest that the witness is being led beyond 
the requirements to elicit the testimony. 

The PRESIDING OFFICER. In other words, you object 
to the form of the question? 

Mr. Manager SUMNERS. n ia Tigh. yes; and to the 
form of the examination generally. 

Mr. LINFORTH. The question may be withdrawn. 

The PRESIDING OFFICER. I think the objection is well 
taken as to a number of questions which the court has per- 
mitted right along. 

Mr. LINFORTH. I will keep within the rule, Mr. Presi- 
dent. 

By Mr. LINFORTH: 

Q. While acting as night traffic manager for the Western 
Union Telegraph Co., what were your hours of duty?— 
A. Four p.m. to midnight. 

Q. Are you acquainted with the respondent Judge Louder- 
back?—A. I am. 

Q. How long have you known Judge Louderback?—A. 
Fifteen or sixteen or seventeen years. 

Q. Do you recall how you became acquainted with him?— 
A. Yes, sir. 

Q. Would you state, briefly, how it was, without going 
into details?—A. I first met Judge Louderback when he was 
running for police judge in San Francisco. I became active 
in his campaign at that time, and I have met him frequently 
ever since. 

Q. From then on have you been good friends with Judge 
Louderback?—A. Yes, sir. 

Q. Are you acquainted with Mr. W. S. Leake?—A. I am. 

Q. How long have you been acquainted with Mr. Leake?— 
A. I would say from 15 to 20 years. 
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Q. Has he been a close friend of yours during that time?— 
A. Yes, sir. 

Q. Has your wife been a patient of his?—A. Yes, sir. 

Q. Is she a believer in the Christian Science faith or doc- 
trine?—A. She is. 

Q. Was that the reason 

Mr. Manager SUMNERS. Mr. President, I do not know 
the purpose of this examination and how far it is intended 
to go, but we suggest that until counsel has established the 
fact that Mr. Leake is a Christian Science healer, or how- 
ever he desires to be designated, information as to the wit- 
ness’ wife’s peculiar religious belief is not pertinent to this 
ing 


uiry. 

The PRESIDING OFFICER. I think the objection is well 
taken. 

Mr. LINFORTH.. Mr. President, merely for the benefit of 
the court, I desired at the outset to show the relations of the 
witness with Mr. Leake. 

The PRESIDING OFFICER. I think one or two ques- 
tions are enough along that line. 

By Mr. LINFORTH: 

Q. Have you, during your acquaintanceship with Mr. 
Leake, been a patient of his?—A. Yes, sir; to a limited 
extent. 

Q. Mr. Gilbert, in the 5 years that Judge Louderback has 
been judge of the District Court of the Northern District, 

-in how many cases have you been appointed receiver by 
him?—A. Four cases, 

Q. In the 8 years that he was judge of the superior court 
of California were you appointed receiver by him in any 
case?—A. No, sir. 

Mr. NORRIS. Mr. President, I could not hear the answer 
of the witness when he was asked as to how many times he 
had been appointed receiver. 

. Mr. KING. He stated in no cases while the respondent 
was judge of the State court. 

Mr. LINFORTH. Shall I proceed? 

The PRESIDING OFFICER. Yes; proceed. 

By Mr. LINFORTH: 

Q. Did you ever meet the firm of Dinkelspiel & Dinkel- 
spiel, or either one of them, prior to your appointment as 
receiver in the Sonora Phonograph case?—A. No, sir; I 
did not. 

Q. Do you know John Douglas Short?—A. Yes, sir. 

Q. How long have you known him?—A. Since about 1928 
or 1929. I do not recall the exact time. 

Q. In the time tHat you have been acquainted with him in 
how many matters has he acted—and when I say “he” I 
mean he or the firm with which he is associated, Keyes & 
Erskine—in how many matters has he acted for you as 
attorney for the receiver?—A. One time only. 

Q. To what matter do you refer?—A. The Stempel- 
Cooley bankruptcy case. 

Q. Was that the only matter of employment by you, as 
receiver, of him?—A. Yes, sir. 

Q. Did you ever employ him in any other matter?—A. No, 
sir; I did not. 

Q. The fee allowed you as receiver in the case to which 
you have referred was how much?—A. $500. 

Q. Who allowed that, what judge?—A. Referee Sheridan, 
of San Francisco. 

Q. Were you appointed receiver in the Sonora Phono- 
graph case, so called?—A. Les, sir. 

Q. In that matter did Dinkelspiel & Dinkelspiel represent 
you as attorneys?—A. Yes, sir. 

Q. How long did that receivership last?—A. Approxi- 
mately 7 months. 

Q. What time did you devote to your duties of receiver- 
ship in that matter, about? I do not intend that you shall 
be exact, but I want you to make it as brief as possible.—A. 
From about 8:30 in the morning to 3:30 in the afternoon 
every day. 

Q. In round numbers, how much did you collect as re- 
ceiver in that matter?—A. The total assets, you mean? 
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Q. I mean the amount of money you collected as receiver 
in the Sonora Phonograph matter.—A. Approximately 
$300,000. 

Q. Did you operate that concern as a going business down 
to the time when you closed it out as receiver?—A. Yes, sir 
I did. 

Q. What compensation was allowed you in that matter?— 
A. Sixty-eight hundred and some odd dollars. 

Q. Was that amount determined by the statute?—A. Yes, 
sir; a statutory fee. 

Q. What person fixed the fee, if you recall?—A. Well, it 
was heard before Judge Louderback. A petition for the 
statutory fees was heard before Judge Louderback. 

Q. And the order was made by Judge Louderback?—A. 
Judge Louderback; yes, sir. 

Q. In the Fageol Motor matter, were you the receiver 
appointed in that case?—A. Yes, sir. 

Q. Upon being appointed, did you suspend your service 
with the Western Union Telegraph Co.? 

Mr. Manager SUMNERS. Mr. President, we want the 
witness to tell what happened. We think this witness is 
being led beyond reason. 

The PRESIDING OFFICER. I could not hear the ques- 
tion. I should like to have the last question read. 

The Official Reporter read as follows: 

Q. Upon being appointed, 75 — Paes suspend your service with 
the Western Union Telegraph 

The PRESIDING mee I think he may be per- 
mitted to answer this question, but I will ask counsel to 
desist asking leading questions following this question. 

Mr. LINFORTH. May the question be again read? 

The Official Reporter read as follows: 

Q. Upon being ee rig you suspend your service with the 
Western Union Telegraph Co 

Mr. Manager 5 He did not make the point 
clear. The point is whether this witness suspended his con- 
nection, or whether this witness was suspended. 

Mr. LINFORTH. I withdraw the question and put it in 
another form, and try to meet the objection, Mr. Manager. 

By Mr. LINFORTH: 

Q. Upon your appointment as receiver in the Fageol Motor 
Co. matter, what, if anything, did you do with reference to 
your position with the Western Union Telegraph Co.?—A. I 
requested a furlough, and it was granted. 

Q. For how long?—A. For 6 months. 

Q. What time—and make this as brief as possible—did 
you devote to the work of receivership in the Fageol Motor 
Co. matter?—A. My entire time ranged from 8 to 15 hours 
a day. 

Q. And what did you do in the way of executive work, if 
anything?—A. I was the directing head of the entire com- 
pany. I took care of the matters of insurance, matters of 
policy, conferred with the creditors on all major matters, 
took care of the bonding of employees, particularly followed 
up on the matter of cash receipts and disbursements. I 
signed all the disbursement checks for all branches on the 
Pacific coast; allowed no one to write any checks except 
myself from the 10 branches along the coast, and I did 
everything that was required of the head of a company to do. 

Q. Did you do anything in the way of discharging any of 
the employees or officers?—A. I did; yes, sir. 

Q. Who, upon investigation, did you discharge?—A. I re- 
leased the president and took over his duties, one of the 
auditors, the superintendent of the shop, consolidating his 
job with the engineer’s position. I eliminated quite a num- 
ber of clerks and various employees in various shops in the 
plant, and I cut down the stenographic department. In 
fact I made curtailments according to the amount of the 
business we were handling. 

Q. And what was the salary of the president and his son 
whom you removed? 

Mr. Manager SUMNERS. We object to that. When this 
witness came into responsibility, the right of any employee 
of this concern to remain in a position of responsibility ter- 
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minated, and what happened prior to his cutting expenses 
we do not believe has any pertinency whatever with reference 
to the administration. 

The PRESIDING OFFICER. The Chair understands the 
interrogatory to encompass that. May the Chair have the 
interrogatory read? 

The Official Reporter read as follows: 

Q. And what was the salary of the president and his son whom 
you removed? 

Mr. LINFORTH. Mr. President, the purpose is to show 
executive management by the witness, who is alleged in the 
articles to be an incompetent employee, and to show a sub- 
stantial saving to the Fageol Motors Co. by the action of 
the witness. 

The PRESIDING OFFICER. The Chair wishes to make 
this remark before ruling. It does seem to the Chair that 
this inquisition is going.far afield in many respects, and the 
Chair thinks probably the time of the Senate is being taken 
up a great deal with some details that are not necessary. 
However; some of it has been brought out by the presenta- 
tion of the case on the other side. The Chair has that in 
mind, and, having that in mind, he is going to permit one 
or two questions along this line, but is going to sustain 
objection to them very shortly. 

Mr. LINFORTH. May I be permitted to add, Mr. Presi- 
dent, that in the examination of the witnesses this morning 
I have endeavored to be very brief; I have also endeavored to 
be very brief with this and all other witnesses. 

The PRESIDING OFFICER. The Chair will suggest to 
counsel how the course being pursued might lead on indefi- 
nitely, and, of course, the Chair is not going to permit that. 

Mr. LINFORTH. I will make the examination as brief 
as possible. I ask that the question may be again read. 

The Official Reporter read as follows: 

Q. And what was the salary of the president and his son whom 
you removed? 

Mr. Manager SUMNERS. Not to stress the point unduly, 
we submit that the president of the company was removed 
by operation of law; he was not removed by this receiver. 

The PRESIDING OFFICER. The Chair holds that the 
objection is well taken and sustains it. 

Mr. LINFORTH. May I then put this question? Did you 
then, as receiver, reemploy the president or his son or some- 
body else?—A. I did not reemploy the president or his son, 
but I did employ other persons, including Mr. Lundstrom. 

Q. And that resulted, did it or did it not, in a saving; and 
if so, how much, to the company?—A. It resulted 

Mr. Manager SUMNERS. Now, Mr. President, there is 
no objection whatever to this witness stating the salaries 
paid by him and, to be broad about it, we do not object to 
testimony as to the salaries paid under the old regime except 
to have in mind the difference between the concern operat- 
ing unlimitedly and the concern operating under very great 
limitation under a receiver. 

The PRESIDING OFFICER. Is not that a matter of 
argument rather than of admissibility? The Chair is going 
to overrule the objection. 

Mr. Manager SUMNERS. He is stating it as a matter of 
argument. 

Mr. LINFORTH. May the question again be read. 

The PRESIDING OFFICER. The question will again be 
read. i 

The Official Reporter read as follows: 

Q. And that resulted, did it or did it not, in a saving; and if so, 
how much, to the company? 

The WITNESS. It did result in a saving of $800 per 
month. 

By Mr. LINFORTH: 

Q. In the matter of the compensation of yourself as re- 
ceiver, what amount was applied for?—A. Six thousand 
dollars. 

Q. And what amount was applied for by your counsel?— 
A. Ten thousand dollars. 
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Q. Were you present at the hearings had before Judge 
Wyman on the hearing on that application?—A. I was; yes, 
sir. 

Q. Did all creditors at that time agree to that allowance? 
A. There were one or two objections from small creditors, 
but the principal creditors had agreed to the amount. 

Q. And upon that taking place, what amount did the court 
allow them?—A, It allowed me as receiver $4,500 and my 
attorneys $6,000. 

Q. In any of these fees that you have received, did Judge 
Louderback participate to any extent whatever? 

The PRESIDING OFFICER. Will the reporter read the 
question? 

The Official Reporter read as follows: 

Q. In any of these fees that you have received, did Judge Loud- 
erback participate to any extent whatever? 

The PRESIDING OFFICER. Is counsel confining the 
question to one specific case or embracing all of them? 

Mr. LINFORTH. All of them. We are trying to save 
time by asking one general question. 

Mr. Manager SUMNERS. I think that we will obtain 
economy of time in that way. I do not think it would take 
very much time to point out how those fees were allowed. 

Mr. LINFORTH. May the question be read and the wit- 
ness answer it? 

The PRESIDING OFFICER. The question will be read. 

The Official Reporter read as follows: 

Q. In any of these fees that you have received, did Judge Loud- 
erback participate to any extent whatever? 

The WITNESS. No, sir. 

By Mr. LINFORTH: 

Q. Did anyone except yourself require any part or portion 
of those fees?—A. No, sir. 

Q. Was there any division with anyone of any part or 
portion of those fees? —A. There was not. 

Mr. LINFORTH. You may take the witness. 

The PRESIDING OFFICER. Cross-examination of the 
witness will proceed. 

Cross-examination by Mr. Manager SUMNERS: 

Q. Mr. Gilbert, you have been a long time connected or 
were a long time connected with the Western Union 
Telegraph Co.?—A. Yes, sir. 

Q. For thirty-odd years, I believe?—A. For nearly 35 
years, 

Q. Are you connected with that company now?—A. No, 
sir; I am not. 

Q. What is your present employment?—A. I am not em- 
ployed at present. 

Q. Have you been employed since the winding up of your 
receivership matters?—A. No, sir; I have not. 

Q. In the discharge of your duties with the telegraph 
company, were you engaged in the business of buying and 
selling for the company?—A. For the Western Union? 

Q. Yes.—A. No, sir. 

Q. Your business had to do with the physical operation 
of the plant and the transmission of communications, did it 
not?—A. Well, yes; it did principally. Of course, there were 
a great many detail matters of investigation, service com- 
plaints, and things of that sort, that I was called upon to 
detail. 

Q. You mean that when somebody complained that a tele- 
gram had not been properly received it was your responsi- 
bility to ascertain the facts?—A. Yes, sir. If a complaint 
was filed against the company for any lack of service of 
any kind, and they wanted the details of the handling of 
it, or to form the basis of a lawsuit, or anything of that kind, 
if the telegram concerned me as to the handling of it be- 
tween 4 o’clock and midnight, I was the one called upon to 
detail the traffic handling and to place the responsibility, 
and things of that sort. 

Q. What other business did you have? What were your 
other duties in connection with this telegraph company?— 
A. General supervision over seven departments. 
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Q. I know, but that does not mean anything to us. What 
did you do about it?—A. Well, I had to see that the costs 
were kept down with the amount of business filed. 

Q. The costs of what?—A. The costs of operation, the 
cost of handling telegrams. 

Q. Did that have to do with the salaries of employees?— 
A. Yes. 

Q. Did you have to do with the employment of the other 
employees who worked under you?—A. I was on the ad- 
visory board of the traffic manager’s office. 

Q. Will you answer my question? 

Mr. LINFORTH. Just a minute. We protest, Mr. Presi- 
dent, against interruption of the witness when he is endeav- 
oring to answer the question. 

Mr. Manager SUMNERS. Yes; but we submit he is 
endeavoring—I do not mean he is deliberately doing so—but 
he is endeavoring to answer the question not responsively. 
I asked him the very direct question as to whether 

The PRESIDING OFFICER. The Chair thinks the com- 
ment is well taken and will ask the witness to answer 
directly. 

By Mr. Manager SUMNERS: 

Q. Did you have to do with the 

Mr. McKELLAR. Mr. President, if I may be permitted, 
I should like to submit a question. 

The PRESIDING OFFICER. The Senator from Tennes- 
see propounds a question, which will be read by the clerk. 

The legislative clerk read as follows: 

Q. What salary did you get from the telegraph company for the 
past 5 years? 

The WITNESS. Three thousand and sixty dollars a year. 

By Mr. Manager SUMNERS: 

Q. Will you answer my question? 

The PRESIDING OFFICER. Let the Official Reporter 
read the question to the witness. 

The Official Reporter read as follows: 

Q. Did you have to do with the employment of the other em- 
ployees who worked under you? 
Mr. Manager SUMNERS. 

I want an answer. 

The WITNESS. I did not employ anyone; no, sir. 

Q. Did you have the responsibility of discharging em- 
ployees?—A. Not exactly of discharging them, but of re- 
ferring them to my superior officer in case they were not 
satisfactory. 

Q. You made complaint to your superior officers with 
reference to inefficiency of service?—A. Yes, sir. 

Q. Did you have any business on the side, any additional 
business, or other business, than that of an employee of 
the telegraph company?—A. Well, I did some speculating 
in real estate, but that is the only thing. 

Q. To what extent did you have experience in the real- 
estate market?—A. Well, I had been personally acquainted 
with some real-estate people who were speculators in real 
estate, and I became interested in that way. I bought and 
sold some real estate. 

Q. How much in your 30 years—how many tracts?—A. 
Well, it is pretty hard to answer that question. I would 
say not over $10,000 worth, probably. 

Q. Ten thousand dollars’ worth in about 30 years. When 
you did that did you act upon your own responsibility as to 
real-estate values or take the judgment of the real-estate 
agencies through which you acted?—A. Both. 

Q. In what other business did you engage?—A. Other 
than the receiverships that I have been connected with, I 
have no other business. 

Q. I believe you stated that you were acquainted with 
Mr. Leake, Sam Leake?—A. Yes, sir. 

Q. How long have you known him?—A. Fifteen or twenty 
years. I could not say just how long. 

Q. I believe he designates himself as a mental healer or 
some such designation as that. Can you give us a more 


That is the question to which 


specific or correct designation of how Mr. Leake designates 
himself?—A. I think he refers to himself as a metaphysical 
student. Mr. Leake is a Christian Science practitioner, 
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Q. Is he recognized by the Christian Science organiza- 
tion as one of their practitioners?—A. I do not know. 

Q. Do you not know he is not?—A. No; I do not know 
that he is not. 

Q. Are you a patient or client, or whatever it is called, of 
his?—A. I have been to some extent. 

Q. Members of your family?—A. Mrs. Gilbert has. 

Q. Through how long a period of time?—A. Ever since I 
have known him, probably 15 years or so. 

Q. Have you made any donations or payments to Mr. 
Leake for services?—A. Yes; I have occasionally. 

Q. How much?—A. I have given Mr. Leake $5 at a time, 
occasionally. 

Q. You gave him a check for $150 at one time, did you 
not?—A. I gave him a check of $150 at one time several 
years ago. 

Q. I believe you say that the first employment under desig- 
nation of the respondent was in the Stempel-Cooley case? 
A. Yes, sir. 

Q. In that case you received a $500 fee?—A. Yes, sir. 

Q. Mr. Short was your attorney, Mr. John’ Douglas 
Short?—A. Yes, sir. 

Q. Did you consult Mr. Leake prior to the engagement of 
Mr. John Douglas Short as to his selection?—A. I did in this 
way, that I told Mr. Leake I had been appointed receiver and 
asked him if he could recommend anyone for an attorney for 
me. He stated that he had no particular choice in the mat- 
ter, but he thought John Douglas Short would make a good 
attorney for me. I telephoned him there and went to his 
office and engaged him. 

Q. Did you tell Mr. Short over the telephone that you 
contemplated engaging him and then went over to fix up the 
details with him?—A. I do not recall that. I asked if I 
could see him, if I remember correctly, and I went over to 
his office a very few minutes after that. 

Q. Were you not pretty well acquainted with lawyers in 
San Francisco, or at least a number of them?—A. No; I 
would not say that I was. I have had no dealings with 
lawyers prior to that time. 

Q. You did not have an independent attitude as to whom 
you should select?—A. Not in particular; no. 

Q. Prior to this time you had served under appointment 
of Judge Louderback when he was a judge of the State court. 
You were acquainted with him?—A. Yes, sir. 

Q. Do you remember the style of that case?—A. Do I re- 
member what? 

Q. Do you remember the style of that case?—A. It was a 
probate matter. 

Q. Was it in the Brickell case?—A. Yes, sir. 

Q. You served as an expert to appraise property, did you 
not?—A. I served as an appraiser. 

Q. Do you know how much was involved in that estate?— 
A. I do not recall the amount. 

Q. What did it consist of chiefly, just briefly?—A. The 
Brickell estate consisted principally of stocks in the Brickell 
Co., and the Brickell Co. holdings were principally real 
estate. 

Q. You examined the stock and the real estate, did vou? 
A. No; I did not. 

Q. You never saw a bit of the property, did you?—A. No; I 
did not. 

Q. When the committee was in San Francisco you did not 
even remember the name of the estate or what it consisted 
of, did you?—A. No; I did not. I could not recall. 

Q. You got a fee of $500?—A. Yes, sir. 

Q. What did you do to earn that fee?—A. I was called to 
the office of the State inheritance-tax man, and I signed an 
appraiser’s oath. He stated to me that he would call me 
after he had had time to look into the matter and see what 
further work we could do in it. 

Q. Mr. Gilbert, are not these the facts, and did you not so 
testify in San Francisco—that you did not know what the 
estate was, you did not know what it consisted of, but the 
only thing you had to do was to sign your name? 

Mr. LINFORTH. Just a moment. I submit, Mr. Presi- 
dent, the witness was answering the question as to what 
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he did when counsel interrupted him. I think he should 
be permitted, in all fairness, to finish the answer. If it does 
not agree with what he said in San Francisco, counsel should 
confront him with the record. 

The PRESIDING OFFICER. Had you concluded your 
answer? 

The WITNESS. No, sir. 

Mr. Manager SUMNERS. Let him say anything else he 
wants to. 

The PRESIDING OFFICER. Let the question and answer 
be read. 

The Official Reporter read as follows: 

Q. What did you do to earn that fee?—A. I was called to the 
office of the State inheritance-tax man, and I signed an appraiser's 
oath. He stated to me that he would call me after he had had 
2 ua look into the matter and see what further work we could 

o Š 

The PRESIDING OFFICER. Is that the conclusion of 
your answer? 

The WITNESS. No, sir; it is not. 

The PRESIDING OFFICER. Proceed. 

The WITNESS. I did not hear anything further from the 
State inheritance-tax collector until 4 or 5 months later. 
He called me to his office and said, “I have the inventories 
all prepared. I have gone into every detail of it.” He said, 
There is no occasion for duplication of work.” So I signed 
the papers with him on his assurance to me that he had 
gone into all details in the matter. 

By Mr. Manager SUMNERS: 

Q. I will ask you if this did not occur in San Francisco on 
the occasion of the presence of the special committee desig- 
nated by the House of Representatives to investigate this 
matter. Were you not asked these questions, after having 
testified with reference to your selection in the Sonora case: 

A. Well, I was appointed as an appraiser in an estate prior to 
that time. 

Q. By whom?—A. By Judge Louderback. 

Q. What was the nature of the appraisal?—A. There were three 
appraisers appointed in an estate, and I was one of them. 

Q. What was the property that you had to appraise?—A. Well, 
I did very little work in that case. There was—I forget the man's 
name now that did look up the property—I did very little work 
in that case. 

Q. What kind of property was it?—-A. Well, I cannot recall. 

Q. Was it land, real estate, or personal?—A. It was real estate; 
it was real estate. It was some estate, and I think it considered 
principally of real estate. The work was more accurately done by 
this gentieman, I cannot recall his name. I did practically nothing 
in that case. 

Q. Do you remember the name of the case?—A. No; I cannot 
recall it. 

Q. Do you remember about the time that you were designated 
as an appraiser by Judge Louderback? 


Then you went on to state the period when it was. You 
stated you did not know where the property was located and 
that you did not go on the property. Is not that true? 

Mr. LINFORTH. We object to that question as not in 
any sense contradictory of anything the witness is now 
stating. 

The PRESIDING OFFICER. The Chair thinks the objec- 
tion is well taken. 

Mr. McKELLAR. Mr. President, I think we should take 
an appeal from the ruling of the Chair on that question. 
If the witness has given contradictory testimony it ought to 
be brought out here, and therefore I ask for a vote by the 
Senate sitting as a court. 

The PRESIDING OFFICER. The question is, Shall the 
decision of the Chair stand as the judgment of the Senate 
sitting as a court? 

Mr. LINFORTH. Mr. President, may I add 

The PRESIDING OFFICER. This is not a question to 
be discussed. 

Mr, AUSTIN. Mr. President, I suggest the absence of a 
quorum, 

Mr. LINFORTH. Mr. President, to save time we with- 
draw the objection. 

The PRESIDING OFFICER. The objection is withdrawn. 
Counsel may proceed. 

By Mr. Manager SUMNERS: 

Q. Do you recall the question?—A. Yes; I do. 


Q. Was that the testimony you gave?—A. That was my 
testimony at San Francisco. 

Mr. McKELLAR. Mr. President, the objection was with- 
drawn, but at the same time the Senator from Vermont [Mr. 
Austin] did not withdraw his point of no quorum. I ask 
unanimous consent that the request for the call of a quorum 
be withdrawn, 

Mr. AUSTIN. Mr. President, without any coercion what- 
ever, I withdraw the request. 

The PRESIDING OFFICER. Without objection, it is so 
ordered. 

By Mr. Manager SUMNERS: 

Q. Mr. Gilbert, is if not a fact that the only thing you 
did in this matter was to sign your name to a report which 
had been prepared, is not that a literal fact?—A. The oath 
and the inventory were prepared and I signed them. 

Q. That is all you did, too, is it not?—A. That is all I did. 

Q. Who served with you on that board?—A. Mr. Mogan is 
the only man that I had any dealings with on it. He was 
the State tax man. 

Q. Do you know who the third man was on that board?— 
A. I have since heard. 

The PRESIDING OFFICER. Do you know? 

The WITNESS. Yes; I know. 

By Mr. Manager SUMNERS: 

Q. Who was it?—A. Mr. Leake. 

Q. Mr. Sam Leake?—A. Yes, sir. 

Q. How much did you get for your services in that connec- 
tion?—A. $500. 

Q. Do you know that the allowance under the laws of the 
State of California is $5 a day for these services?—A. I have 
since heard so; yes, sir. 

Q. You got paid for 100 days’ work by Judge Louderback 
for signing your name on one day? 

Mr. LINFORTH. We object to that question as being 
argumentative. The facts are already in evidence. 

The PRESIDING OFFICER. It is argumentative. Objec- 
tion is well taken. 

Q. I believe you have already testified to your designa- 
tion in the Stempel-Cooley case?—A. Yes, sir. 

Q. Mr. Short was your attorney there?—A. Yes, sir. 

Q. Were the services of Mr. Short satisfactory?—A. Yes, 
sir. 
Q. Which was the next appointment by Judge Louder- 
back?—A. By Judge Louderback? It was the Sonora Phono- 
graph case. 

Q. That was a going concern? ‘They were engaged in 
the purchase, sale, and distribution of phonographs and 
receivers?—A. Yes, sir. 

Q. What experience prior to this time had you had in 
that kind of business?—A. None. 

Q. How did you come to be designated, if you know, as 
receiver in that case?—A. I do not know. 

Q. How did it come about?—A.I was appointed, and 
notified by the judge’s secretary. I reported to his office, 
his chambers, the following morning, qualified, petitioned 
for counsel, and took active charge of the affairs of the 
company. 

Q. Who prepared the petition for counsel in that case?— 
A. Mr. Dinkelspiel. 

Q. Did you request that Mr. Dinkelspiel be designated as 
your attorney or did he request it?—-A. I met Mr. Dinkel- 
Spie 

Q. Wait a minute. I should like to have that question 
answered, if you can answer it. 

Mr. LINFORTH. Just a moment. I do not believe that 
the honorable manager should shout and try to intimidate 
the witness in that way. 

The PRESIDING OFFICER. The Chair does not see any- 
thing intimidating about it, but he thinks the question at 
this stage of the proceeding is rather disjointed or double- 
jointed. The Chair thinks the question should be read to 
the witness. 

Mr. Manager SUMNERS. I should like the witness thor- 
oughly to understand the question. May I ask the ques- 
tion in such a way that if there is any confusion I can 
remove the confusion? 
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The PRESIDING OFFICER. There is a question pending. 
Does the manager on the part of the House desire the court 
to rule on it, or does he desire to withdraw it? 

Mr. Manager SUMNERS. I withdraw that question and 
will propound another question. I thought the objection 
was to my talking too loud. I withdraw the height of my 
speaking. 

By Mr. Manager SUMNERS: 

Q. I want to know, as a matter of fact, whether the notion 
that you should employ Mr. Dinkelspiel originated with you 
or, as far as you know, originated with him?—A. It originated 
with Mr. Dinkelspiel, inasmuch as he was already in the case. 

Q. How was he in the case?—A. He had been retained 
and filed a petition for the Irving Trust Co., of New York, 
the main receiver. Mr. Dinkelspiel stated that he had 
charge of the case when I first met him at the judge’s 
chambers. 

Q. He stated to you that the Irving Trust Co. had asked 
him to file this petition for ancillary receivership?—A. Yes, 
sir. 
Q. And because of that fact and that statement you con- 
sented to his employment?—A. I did, after conferring with 
Judge Louderback on the matter. 

Q. After conferring with Judge Louderback? First you 
had the conversation which you have detailed with regard 
to Mr. Dinkelspiel and then you had a conference with 
Judge Louderback?—A. I did; yes, sir. 

Q. And after the conference with Judge Louderback you 
consented to the application to have Dinkelspiel & Dinkel- 
spiel designated as your attorneys in that case?—A. Les, sir. 

Q. Your preference had been for Douglas Short, had it 
not? He had represented you?—A. Well, I had in mind Mr. 
Short, but I had made no move in regard to having him 
appointed or filing a petition for it. 

Q. Had you discussed your own selection with Mr. Leake?— 
A. No, sir. 

Q. You did not go to him to make inquiry as to whom you 
should appoint?—A. No, sir; I did not. 

Q. In the meantime, had you got acquainted with Dinkel- 
spiel & Dinkelspiel?—A. No, sir. The first time I ever met 
Mr. Dinkelspiel was in the judge’s chambers on the morning 
that I qualified in the Sonora case. 

Q. Did you know him by reputation or personally?—A. 
Well, I had heard of the firm, but I had never seen either 
one of the gentlemen. I did not know them. 

Q. Which one of the gentlemen was it that had the con- 
versation with you in the judge’s office?—A. Mr. John W. 
Dinkelspiel. 

Q. I think you testified as to the transactions that took 
place in the administration of the estate of the Sonora 
Phonograph Co.—A. I did, as near as I could recall at the 
time. 

Q. What was your next case?—A. The next case for 
Judge Louderback was the Prudential Holding Co. case. 

Q. What was your fee in that case?—A. I did not receive 
any fee in the Prudential Holding Co. case at all. 

Q. I believe that is the case where they were engaged in 
real-estate transactions. They had some apartment houses 
that they were operating?—A. Yes; they had four apart- 
ment houses. 

Q. That is the case in which you said you did not come 
out very well, is it not? That is the case?—A. Yes; that is 
the case I did not come out very well on. 

Q. You did not get any fee there. You were appointed 
receiver in equity in that case, and then an application to 
put the concern in bankruptcy was filed. Is that true?— 
A. Yes, sir. 

Q. And that application to put the concern in bankruptcy 
fell in Judge St. Sure’s court?—A. Yes, sir. 

Q. And during his absence the respondent sat in that divi- 
sion?—A. Well, I was not present at the hearing. I have 
heard so, but I do not know positively that that was the fact. 
I was not present. 

Q. Then the petition in bankruptcy was granted and you 
were appointed receiver in that situation, were you not?— 
A. Yes, sir. 
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Q. But you did not get anything in either one?—A. I did 
not get anything; no, sir. 

Q. The receivership in equity was dismissed. Who dis- 
missed the bankruptcy matter?—A. I think Judge Louder- 
back dismissed the bankruptcy matter. I think he did. 

Q. Judge St. Sure did dismiss it.— A. Probably it was 
Judge St. Sure. I may have been mistaken. 

Q. Which was the next case in which you were engaged?— 
A. The Fageol Motors Co. 

Q. You have already testified in the main with reference 
to the Fageol Motors Co. case?—A. Yes. I testified in San 
Francisco on that. 

Q. The Fageol Motors Co. was engaged rather extensively 
on the Pacific coast, was it not?—A. Yes, sir. 

Q. It was engaged in the business of assembling automo- 
biles, buying parts and assembling them, and also engaged 
in the business of manufacturing, to some degree at least, 
bodies for automobiles, was it not?—A. They assembled 
trucks, automotive trucks. They did not handle automobiles. 

Q. Trucks?—A. And coaches—trucks and coaches. 

Q. Do you mean by “ coaches ” those big automobile things 
that run up and down the road and carry passengers? 
A. Yes, sir; look like street cars. - 

Q. What experience had you had in the automobile busi- 
ness prior to that time?—A. I had not had any experience 
in that particular line. 

Q. I believe you have pretty well covered the character of 
service rendered. How were you able, without any experi- 
ence in connection with the automobile business, to go in 
there and take charge and give intelligent direction to the 
affairs of that rather big concern?—A. Well, I knew organi- 
zation for a big company through my experience with the 
Western Union, They had a rather large administrative 
force; and I conferred with the heads of each department, 
consolidated some, made a great many curtailments in every 
office on the Pacific coast, including the factory, closed out 
several offices when I found out they were not paying 

Q. If it would not interrupt you, how did you find that 
out? 

Mr. LINFORTH. Just a moment, Mr. President. The 
witness was asked a question as to how he knew certain 
things and how he could do certain things. I submit he 
should be permitted to complete his answer. 

Mr. Manager SUMNERS. Allright. That is perfectly all 
right. Go ahead. 

The PRESIDING OFFICER. Proceed with the answer. 

The WITNESS. Well, I organized the Fageol Motors Co. 
or operated the business under my experience in the tele- 
graph company as to organization and efficiency. As far as 
the shop, the mechanics, and men of that sort were con- 
cerned, each department was under an expert, with whom 
I conferred every day; but my principal duty was to get the 
thing down on a paying basis and rehabilitate the company 
if it was possible to do that. 

I found a great many wastes there which I eliminated. 
For instance, the telephone bill was running around $700 a 
month when I went in there. I ordered about 17 telephones 
taken out that were absolutely unnecessary, and cut the bill 
down to about $285 a month. I stopped all long-distance 
telephone calls from the various departments unless they 
had an O.K. from my office. I sent letters out to every per- 
son owing the company, hired a collector, and followed up 
on all collections. 

I collected a great deal of money that was outstanding. 
One thing I found on the books was some items, aggregating 
$6,000, that had been written off the books entirely. I had 
them put back on the books, and sent a man out to collect 
them, and he was successful in collecting $2,000 of that 
amount; and we had good prospects, or believed we did, of 
collecting the balance. 

I also found that the company had overpaid their income 
tax something like $12,000. I made arrangements to have 
that refunded. Those negotiations were under way at the 
time my receivership was terminated. 
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There was any amount of detail in that way that I did. 
I do not suppose you want me to recite that, for reasons of 
time. 

By Mr. Manager SUMNERS: 

Q. What I am trying to find out is, how your experience 
in the organization of a group of telegraph operators helped 
you in determining the operation of a great, big business 
concern, distributed over the western coast, assembling and 
manufacturing automobiles——A. In my experience with the 
telegraph company, my executive experience with them, my 
training, I learned the matter of costs and operations, and 
the same principles apply in a telegraph company that apply 
anywhere else in that regard. 

Q. In other words—I do not mean to argue it with you— 
but your notion is that any person who could be an efficient 
man as a supervisor of telegraph operators could take charge 
of a big business and run it right off the reel? 

Mr. LINFORTH. One minute. We submit that that is 
objectionable as calling for his notion. 

Mr. Manager SUMNERS. I withdraw it. 

The PRESIDING OFFICER. The question is withdrawn. 

By Mr. Manager SUMNERS: 

Q. When were you paid for your services in this connec- 
tion?—A. I think it was August of 1932. The receivership 
terminated on July 20. About a month later the fees were 
allowed. 

Q. You had two savings accounts, did you not?—A. Yes, 
sir 


Q. And then you had a safety-deposit box?—A. Yes, sir. 

Q. How did you distribute this fee?—-A. The Fageol fee? 

Q. Yes—A. When I was paid I put the entire amount in 
my safe-deposit box, and left it there for some time. I have 
since deposited half of it in savings accounts and I have 
used considerable of it for living expenses. 

Q. Was that drawn out of your safe-deposit box or out 
of your savings account?—A. Safe-deposit box. 

Q. With regard to your separation from the Western 
Union Telegraph Co., I believe you stated that during all 
your receiverships, except the last, you continued in your 
employment with the Western Union Telegraph Co.?—A. 
Yes, sir. . 

Q. When you were selected in the last case, did not diffi- 
culty arise between you and one of the superintendents of 
the telegraph company?—A. No; there was no difficulty. I 
requested a furlough, and I was granted the customary 6 
months’ furlough from the company. 

Q. But did you not tell the respondent here that trouble 
had developed between you and one of the superintendents, 
and that you were up against a situation, in effect, of having 
to separate either from the receivership or separate from 
the Western Union Telegraph Co.? 

Mr. LINFORTH. We object to that question as not being 
cross-examination and not germane to any issue here in- 
volved. 

The PRESIDING OFFICER. The objection is overruled. 

By Mr. Manager SUMNERS: 

Q. Is not that true?—A. I had no difficulty with the su- 
perintendent—— 

Q. I did not ask you that. 

Mr. LINFORTH. May the question be read? 

The PRESIDING OFFICER. Let the question be read. 

The Official Reporter read as follows: 

Q. But did you not tell the respondent here that trouble had de- 
veloped between you and one of the superintendents, and that 
you were up against a situation, in effect, of having to separate 
either from the receivership or separate from the Western Union 
Telegraph Co.? 

By Mr. Manager SUMNERS: 

Q. Let me add this much before you answer. And did not 
the judge tell you to remain with the telegraph company? 

The PRESIDING OFFICER. Answer “ yes” or “no”, and 
then explain if you wish to. 

The WITNESS. Yes, sir. I mentioned to Judge Louder- 
back in a conversation one day that my furlough was about 
to expire, and that I had made application to have an exten- 
sion, but it had not been granted. The judge advised me to 
continue with the telegraph company. That was his advice 
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to me. That is practically all the conversation I had with 
the judge on the matter. 

By Mr. Manager SUMNERS: 

Q. That is the question I asked you.— A. Les, sir. 

Q. You have already stated that you got approximately 
$6,800 in the Sonora Phonograph Co. case?—A, Yes, sir. 

Q. For how long a period of time was that?—A. About 7 
months, I think. 

Q. How much did you get in the final wind-up of the 
business?—A. The last payment? 

Q. That is right.—A. Twenty-eight hundred and some odd 
dollars. 

Q. Will you indicate briefly what you did with that fund? 
In order to refresh your memory and to save you time, I 
will ask you if you did not deposit $1,200 in one savings 
account?—A. Yes, sir. 

Q. And if you did not deposit $2,000 in another bank?— 
A. Yes, sir. 

Q. And then you paid off a note of $500?—A. Les, sir. 

Q. And the rest of it you deposited in your vault?—A. I 
paid out about a thousand dollars, including a note of $510. 
At the time I stated that, I could not recall exactly all my 
disbursements, but I paid out around a thousand dollars, 
and the balance I put in a safe-deposit box. 

Q. I believe you stated that a good deal of that you have 
used up for living expenses?—A. Yes, sir. 

Mr. BLACK. Mr. President, may I propound an inquiry? 
I did not clearly get the answer about the safe-deposit box. 

The PRESIDING OFFICER. The Senator from Alabama 
submits a question, which the clerk will read. 

The Chief Clerk read as follows: 

Q. What was the amount of your compensation you put in the 
safety-deposit box, and when did you do that? 

Q. In what case? 

Mr. BLACK. Mr. President, I will add to the question, 
in the first case that was testified about, where he said he 
took half out at a later date and deposited it in the bank. 

The WITNESS. That was the Fageol case. I put in half 
of my Fageol fees in the safe-deposit box and deposited the 
other half in the bank. 

Mr. BLACK. Mr. President, may the question be read 
again? 

The PRESIDING OFFICER. The clerk will read. 

The Chief Clerk read as follows: 

Q. What was the amount of your compensation in the first case 
you put in the safety-deposit box, and when did you do that? 

The PRESIDING OFFICER. That is the Fageol case to 
which the Senator refers. 

The WITNESS. The amount was $4,500, and I put it all 
in the safety-deposit box at the time I received it, the latter 
part of August 1932. 

The PRESIDING OFFICER. The clerk will read the 
other question propounded by the Senator from Alabama. 

The Chief Clerk read as follows: 

Q. When did you deposit half of the compensation in the bank? 


The WITNESS. Within the last 2 months, when they got 
to questioning hoarders for keeping their money in safety- 
deposit boxes. d 

The PRESIDING OFFICER. The clerk will read the next 
question of the Senator from Alabama? 

The Chief Clerk read as follows: 

Q. What bank did you put the money in, and in what bank did 
you have a safety-deposit box? 

The WITNESS. I put the money in three different ac- 
counts—in the Bank of California, in the San Francisco * 
Bank, and the American Trust Co. My safe-deposit box is 
in the American Trust Co. 

The PRESIDING OFFICER. The managers may proceed 
with the examination. 

By Mr. Manager SUMNERS: 

Q. May I ask on what date you put this money in the 
safe-deposit box?—-A. The Fageol matter money I put in the 
day I got paid. I do not know what day that was. I can 
not remember that—the latter part of August, as I recall it. 
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Q. In order to save time, have you your deposit slips, or 
the things which indicate at what time deposits were made 
by you of these amounts which you received in the receiver- 
ship matters?—A. No, sir; I haven't them with me. 

Mr. Manager SUMNERS. Mr. President, we may want to 
recall this witness a little later, but this is all we desire to 
ask the witness at this time. 

Mr. LINFORTH. Just a question or two in redirect. 

Redirect examination by Mr. LINFORTH: 

Q. Mr. Gilbert, when you paid Mr. Leake the $150 re- 
ferred to in the questions by opposing counsel, was that for 
services rendered to your wife?—A. It was; my wife and 
myself. 

Q. How many years before you were ever appointed re- 
ceiver in any of these matters did that take place?—A. I 
would say 4 or 5 or 6 years prior. 

Q. With reference to your bank accounts, to which you 
have referred, were they submitted to Mr. LaGuarpia when 
he was in California on the investigation had in September 
of last year?—A. I did not submit my books to him, but I 
stated the facts to him on his interrogations. 

Q. Did he ask for your books at that time?—A. He did not 
ask for my books; no, sir. 

Mr. LINFORTH. That is all we desire to ask. 

Mr. Manager SUMNERS. That is all at the present time. 

The PRESIDING OFFICER. You may recall the witness 
again? 

Mr. Manager SUMNERS. Yes; we may recall him again. 

Mr. BLACK. I desire to propound other questions. 

The PRESIDING OFFICER. The clerk will read the 
questions. 

The Chief Clerk read as follows: 

Q. When did you get your compensation in the Sonora case, 
and how much was it? 

The WITNESS. I received my Sonora fees in three differ- 
ent installments. The last one was in July or August of 
1930. The total amount aggregated six thousand eight hun- 
dred and some-odd dollars. 


Q. What did you do with it, and when? 


The WITNESS. I deposited $3,200 in savings accounts, 
paid off a note and some bills that I owed to the extent of 
about a thousand or eleven hundred dollars, and put the 
remainder in a safe-deposit box. 

Mr. BLACK. I submit another question. 

The PRESIDING OFFICER. The clerk will read. 

The Chief Clerk read as follows: 

Q. How much did you put in the box, and when? 


The WITNESS. I put in the box all except what I de- 
posited in the bank, and about eleven or twelve hundred 
dollars that I paid out on bills. The remainder I put in the 
box. 

Mr, BLACK. May the question be read to him again? 

The Chief Clerk read as follows: 

Q. How much did you put in the box, and when? 

The WITNESS. About $2,400 I put in the box immedi- 
ately after I received it. 

Q. When did you pay out the money you mentioned? 

The WITNESS. Within a very few days after receiv- 
ing it. 

The PRESIDING OFFICER. Are there any further ques- 
tions? 

Mr. McKELLAR. I submit a question. 

The PRESIDING OFFICER. The clerk will read the ques- 

tion submitted by the Senator from Tennessee. 

I we Chief Clerk read as follows: 
3 When was the first time you ever rented a safety-deposit 

ix 

The WITNESS. About 20 years ago. 

Q. Have you a box now? 

The WITNESS. Yes, sir. 

Q. Have you any money in the box now? 


The WITNESS. Yes, sir. 
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Mr. Manager SUMNERS. No further questions. 

Mr. TYDINGS. I should like to ask the witness a question. 

Mr. Manager SUMNERS. It is understood that when I 
say we have no further questions, we mean at this time. 

The PRESIDING OFFICER. The Chair understands 
that. The clerk will read the piconet submitted by the 
Senator from Maryland. 

The Chief Clerk read as follows: 


Q. Why did you put part of the money in the safe-deposit box? 


The WITNESS. It has always been my custom to keep 
some money in a safe deposit box. 


Q. Why in three banks? 


The WITNESS. Well, I did not want to put all my eggs 
in one basket. 

The PRESIDING OFFICER. Are there any further ques- 
tions? If not, the witness may stand aside. 

(The witness retired from the stand.) 

Mr. LINFORTH. Mr. President, at this time we offer in 
evidence a letter from Judge A. F. St. Sure which, by stipu- 
lation of the parties, may stand as his testimony in the 
matter. 

The PRESIDING OFFICER. That stipulation has been 
entered? 

Mr. Manager SUMNERS. Mr. President, I am advised by 
my associates that that stipulation has been entered. 

The PRESIDING OFFICER. The letter may be filed. 

Mr. LINFORTH. Mr. President, the letter is upon one of 
the letterheads of the United States District Court for the 
Northern District of California, it is dated April 25, 1933, and 
reads: 

USS. Exuistr F 


UNITED STATES DISTRICT Court, 
NORTHERN DıstTrICT OFP CALIFORNIA, 
CHAMBERS or A. F. Sr. SURE, 
San Francisco, Calif., April 25, 1933. 
Hon. Haron Lo 


UDERBACK, 
United States District Judge, 
San Francisco, Calif. 
THE UNITED STATES OF AMERICA V. HAROLD LOUDERBACK, UPON ARTI- 
CLES OF IMPEACHMENT PRESENTED BY THE HOUSE OF REPRESENTA- 
TIVES OF THE UNITED STATES OF AMERICA 


My Dran Jupce Louprrsack: You have asked for my interpre- 
tation of the last paragraph of our court rule no. 53, which reads 
as follows: “ Receivers shall employ counsel only after obtaining 
an order of the court therefor.” 

When this rule was adopted in 1928, we had before us report 
pamphlet no. 1 of the Association of the Bar of the City of New 
York, which contained recommendations upon the appointment 
of equity receivers and the employment of counsel by the receiy- 
ers. One recommendation in particular read as follows: That 
counsel for the receiver should be designated only after order of 
court and upon appropriate affidavit by the receiver.” 

After a full discussion the judges of this court were of the 
opinion that the rule would prove a useful one, and it has so 
proved. It gives the court discretion in the matter of the ap- 
pointment of attorneys for the receiver, to the end ‘that no 
attorney shall be appointed who for good and sufficient reasons 
is deemed disqualified—who has appeared for or acts for a party 
or for any creditor of the defendant (whether intervenor or not), 
or for any other person interested in the cause or the estate; 
and in case where the court appoints as ancillary receiver a person 
who is the primary receiver in another jurisdiction, it gives the 
court the power to appoint, as representing the court, a local 
attorney of good standing at the bar. 

I have read the above to our associate, Judge Kerrigan, and 
Be gives me permission to say that he agrees with my interpre- 
tation. 

In the matter of one judge sitting in the absence of another. 
Our rules provide “that court shall be held at Sacramento in 
each month except for the months of July and August, and 
that “court shall be held in Eureka in July, * ., The 
Sacramento and Eureka terms of court shall be held by the sev- 
eral judges, turn and turn alike, and in regular rotation; subject 
to such temporary variations as are agreed upon by a majority 
of the judges.” When I have been sitting in Sacramento or 
Eureka, you have courteously presided in my department in San 
Francisco, called my calendar, heard and ruled upon ex parte and 
other motions, and when you have been absent from San Fran- 
cisco, I have performed a like service for you. 

In the matter of the Prudential Holding Co. of Los Angeles, a 
Nevada corporation, alleged bankrupt. You have called my atten- 
tion to testimony given by Attorney H. H. McPike, who was a 
witness at the hearing before the special committee of the House 
of Representatives, Seventy-second Congress, pursuant to House 
Resolution 239, held in San Francisco from September 6 to Sep- 
tember 12, 1932. It appears that there had been made before 
me a motion to dismiss a bankruptcy proceeding, which was 
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granted, and that thereafter a motion to set aside the order of 
dismissal was made. Mr. McPike testified that in denying the 
latter motion, I said “I found there was a bad smell about the 
case.“ I have no recollection of having made the remark quoted, 
but as Mr. McPike has so testified under oath, it is probable that 
I did. You inform me it has been that the remark 
quoted was a personal allusion to you. I am certain I did not 
have you in mind when the alleged remark was made. 
Yours truly, 
A. F. Sr. SURE, 
United States District Judge. 

AFS/BA. 

Mr. Manager SUMNERS. May I see that paper, Judge? 

Mr. LINFORTH. Certainly. 

The PRESIDING OFFICER. Under stipulation the Chair 
understands that the letter is to be filed and become of 
record. 

Mr. Manager SUMNERS. I will hand it up in just a 
moment. I have the privilege of making an examination 
of it. 

Mr. LINFORTH. May I inquire, does the Presiding Officer 
desire me to file this stipulation with the letter? 

The PRESIDING OFFICER. No; it is understood that it 
is stipulated that it may be received. 

Mr. Manager SUMNERS. To make it clear, the conces- 
sion is that this letter may go in as though it were a deposi- 
tion or the testimony of Judge St. Sure. 

Mr. LINFORTH. That is my understanding, Mr. Presi- 
dent. 

The PRESIDING OFFICER. That is the record. 

RECESS 

Mr. ASHURST. Mr. President, I did not understand the 
honorable attorney. Did he ask me a question? 

Mr. LINFORTH. I had a thought in mind that we had 
reached a point where we might take a recess. 

Mr. ASHURST. Have you no other witness? 

Mr. LINFORTH. I am quite fatigued and weary. I 
worked very late last night, and I am under the impres- 
sion—— 

Mr. Manager PERKINS. There is a witness waiting in 
the lobby to be called, and we could consume 25 or 30 min- 
utes more. 

The PRESIDING OFFICER. It is the desire of the Pre- 
siding Officer at this time that the proceeding go on and 
that time be saved just as much as possible. 

Mr. ASHURST. I suggest that we proceed until 1:30 
o’clock, at least. 

Mr. LINFORTH. May I add this statement, Mr. Presi- 
dent? I have been under a good deal of stress in this mat- 
ter. My working hours have been about 20 each day from 
the time of my arrival in Washington. I have reached that 
point in age where I feel fatigued a little more early than I 
did many years ago. I feel, Mr. President, that when I 
reach that point I cannot discharge to the full extent of my 
ability my duty to my client. I should like, if it may be 
done, that at this time we take a recess until next Monday. 
I am quite confident, cutting matters as I have cut them out 
this morning, that we may be able, and I hope we shall be 
able, to conclude the evidence by next Monday; and I am 
perfectly willing for the honorable court to make such order 
as it may deem necessary to lengthen the hours on Mon- 
day, if necessary, to that effect. 

The PRESIDING OFFICER. Senators have heard the 
statement of counsel. What is the suggestion of the Senate? 

Mr. ASHURST. It was not anticipated that the court 
would take a recess until 1:30 o’clock today, but in view of 
the statement of the honorable attorney, I feel that I ought 
to make such motion as he suggests. 

I am about to say something that doubtless I should not 
say, but I am going to say it at the risk of impropriety. 
The honorable attorneys are weary, but there are others 
who are weary from hearing questions that have no rela- 
tion to the subject repeated over and over and over again. 
Other men grow weary as well as the honorable attorneys. 
I therefore move that the Senate, sitting as a Court of Im- 
peachment, take a recess until 12 o’clock noon on Monday. 

The PRESIDING OFFICER. The question is on the mo- 
tion of the Senator from Arizona. 
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Mr. LINFORTH. Mr. President, I want to add my thanks 
to our friends. 

The PRESIDING OFFICER. The question is on the mo- 
tion of the Senator from Arizona. 

The motion was agreed to; and (at 1 o’clock and 10 min- 
utes p.m.) the Senate sitting as a Court of Impeachment, 
took a recess until Monday, May 22, 1933, at 12 o’clock 
meridian. 


LEGISLATIVE SESSION 


The Senate, pursuant to the order for the recess entered 
yesterday, resumed legislative session. 


MESSAGES FROM THE PRESIDENT 


Messages in writing from the President of the United 
States were communicated to the Senate by Mr. Latta, one 
of his secretaries. 


REPORT OF THE FEDERAL RESERVE BOARD 


The VICE PRESIDENT laid before the Senate a letter 
from the Governor of the Federal Reserve Board, trans- 
mitting a copy of the annual report of the Board covering 
operations during the year 1932, which, with the accom- 
panying report, was referred to the Committee on Banking 
and Currency. 

PETITIONS AND MEMORIALS 


The VICE PRESIDENT laid before the Senate the fol- 
lowing joint resolution of the Legislature of the State of 
Maryland, which was referred to the Committee on Post 
Offices and Post Roads: 

Joint Resolution 4 


A joint resolution memorializing Congress of the United States to 
enact House Joint Resolution 191, commemorating the one hun- 
dred and fiftieth anniversary of the naturalization as an Ameri- 
can citizen in 1783 of Brig. Gen. Thaddeus Kosciusko, a hero of 
the Revolutionary War, by issuing special series of postage 
stamps in honor of Brig. Gen. Thaddeus Kosciusko 
Whereas on October 13, 1933, will occur the one hundred and 

fiftieth anniversary of the naturalization as an American citizen of 
Brig. Gen. Thaddeus Kosciusko, a hero of the Revolutionary War; 
and 
Whereas the service rendered by him was of great value and 
assistance to the cause of American independence and of such 
high importance that on October 13, 1783, he was appointed brevet 
brigadier general of the Continental Army and was granted natu- 
ralization as an American citizen; and 

Whereas it is but fitting that proper recognition should be given 
to the memory of Brig. Thaddeus Kosciusko, whose illustrious 
service in the war for American independence is well known to all 
who are familiar with our history: Therefore be it 

Resolved by the General Assembly of Maryland, That the United 

States Congress be, and it is hereby, requested to enact legislation 

which will provide for the effective carrying out of the provisions 

of the said resolution, whereby the Postmaster General would be 
authorized and directed to issue a special series of postage stamps 
of the denomination of 3 cents, of such design and for such period 
as he may determine, commemorative of the one hundred and 
fiftieth anniversary of the naturalization as an American citizen 
and appointment of Thaddeus Kosciusko as brevet brigadier gen- 
eral of the Continental Army on October 13, 1783; and be it further 

Resolved, That the secretary of state be, and he is hereby, 
requested to send a copy of this resolution to the President of the 

United States, the Vice President of the United States, the Speaker 

of the House of Representatives, and to each Senator and Repre- 

sentative in the Congress of the United States from Maryland. 
Approved April 21, 1933. 
STATE O7 MARYLAND, 
EXECUTIVE DEPARTMENT. 
I, David C. Winebrenner, 3d, secretary of state of the State of 

Maryland, do hereby certify that the foregoing is a true and cor- 

rect copy of joint resolution no. 4 of the acts of the General 

Assembly of Maryland of 1933. 

In testimony whereof, I have hereunto set my hand and affixed 

my Official seal at Annapolis, Md., this 19th day of May 1933. 
[sear] Davin C. WINEFRENNER, 3D, 

< Secretary of State. 


The VICE PRESIDENT also laid before the Senate reso- 
lutions adopted by the Commissioners Court of Fort Bend 
County, Tex., endorsing the program of President Roosevelt, 
and favoring the inauguration of a public-works program 
providing highway construction in the State of Texas, which 
were referred to the Committee on Finance. 

He also laid before the Senate resolutions adopted by the 
Perry Community Club, of Perry, La., endorsing Hon. HUEY 
P. Lons, a Senator from the State of Louisiana, condemning 
attacks made upon him and protesting against a senatorial 
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investigation of his alleged acts and conduct, which were 
referred to the Committee on the Judiciary. 

He also laid before the Senate two letters in the nature of 
memorials from citizens of the State of Louisiana, endorsing 
Hon. Huey P. Lone, a Senator from the State of Louisiana, 
condemning attacks made upon him and remonstrating 
against a senatorial investigation of his alleged acts and 
conduct, which were referred to the Committee on the 
Judiciary. 

He also laid before the Senate a petition of sundry citi- 
zens of Bay Ridge, Brooklyn, N.Y., praying the Senate to 
adopt a resolution to the effect that it does not endorse the 
inquiry for which the taxpayers’ money was paid to Gen. 
Samuel T. Ansell” in connection with the senatorial cam- 
paign investigation in Louisiana, etc., which was referred to 
the Committee on the Judiciary. 


RESOLUTION OF HOBOKEN NATIONAL MEMORIAL ASSOCIATION 


Mr. KEAN presented a resolution adopted by the Hoboken 
(N.J.) National Memorial Association, which was referred to 
the Committee on the Library and ordered to be printed in 
the Recorp, as follows: 


HOBOKEN NATIONAL MEMORIAL ASSOCIATION, 
HOBOKEN, NJ. 
Whereas the President of the United States of America, by 
proclamation duly issued, called all loyal sons to the colors of 
this great country on April 6, 1917; and 
Whereas 2,000,000 of them took up arms in our defense over- 
seas; and 
Whereas hundreds of thousands embarked from Hoboken in 
Hudson County in the State of New Jersey; and 
Whereas after the armistice on November 11, 1918, hundreds of 
thousands returned to their home soil through the gateway of 
Hoboken; and 
Whereas a boulder and fiag staff were erected and dedicated to 
mark this spot of egress and ingress in 1925 by Hoboken assembly 
of the Knights of Columbus; and 
Whereas the veteran, fraternal, and civic organizations of the 
city of Hoboken desire to perpetuate this site as a permanent 
memorial: Therefore be it 
Resolved, That the Hoboken National Memorial Association, in 
ar meeting assembled this Ist day of May A.D. 1933, hereby 
petition the Senate of the Congress of the United States of 
America to do all in its power to set aside a suitable plot of ground 
at the entrance to the piers, now in control of the United States 
Shipping Board, at Hoboken, as a national memorial to com- 
memorate the and ingress of the valiant sons and daughters 
of this Nation who left or returned through this portal during 
the late World War. 
Done under the seal of the chairman, secretary, and committee, 
at Hoboken, Hudson County, N.J., this Ist day of May A.D. 1933. 
Josera M. Curio, Chairman. 
S. KALLxR, Secretary. 
Patrick Barry, Grand Army of the Republic; Fred A. Wil- 
liams, Sons of Veterans; David J. Alexander, Spanish- 
American War Veterans; Michael Montet, Knights of 
Columbus; Justin B. Falk, Benevolent and Protective 
Order of Elks; Fred A. Williams, Fraternal Order of 
Eagles; Francis J. Conroy, Disabled American Veterans; 
Theodore C. Ivers, Commander Veterans of Foreign 
Wars; Thomas J. Kenney, American Legion Post, No. 
107; Free and Accepted Masons; Michael 
Mantet, Foresters of America; , Junior 
Order United American Mechanics, Committee; Frank 
B. Hoffman, secretary; J. S. Hamill, P.S.; Chas. E. 
Schmidt, K. of W.; Walter J. Hoey; Owen Mulvaney. 


TREATMENT OF JEWS IN GERMANY 


Mr. KEAN presented resolutions adopted at a meeting of 
American-Jewish citizens of Monmouth County, in the city 
of Asbury Park, N.J., which was referred to the Committee 
on Foreign Relations and ordered to be printed in the 
Recorp, as follows: 


Whereas a protest has been made heretofore on the 27th day of 
March 1933 at the high-school auditorium in the city of Asbury 
Park, county of Monmouth and State of New Jersey, against the 
intolerant policy of the Hitler government in relation to the Jews 
of Germany, in which protest participated the lay and spiritual 
leaders of Jewish, Catholic, and Protestant religions of the Mon- 
mouth County seaboard, as well as civic, political, and industrial 
leaders of said county; and 

Whereas this formal protest was delivered to the State Depart- 
ment of our Federal Government and to the German Ambassador, 
Wilhelm von Prittwitz; and 

Whereas verified and confirmed reports from Germany have 
since that time brought to America, day after day, the news of a 
systematic and thorough exclusion of Jews from the civic and po- 
litical life of Germany by the Hitler government, an exclusion 
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which expresses itself in the elimination of Jews from all federal, 
state, and local offices; the wholesale dismissal of Jewish physi- 
cians; the forced retirement of Jewish professors and rs 
from the colleges and universities and smaller educational insti- 
tutions; the ejection of Jewish judges from the courts; the ex- 
pulsion of Jewish lawyers from the bar; the limitation and re- 
striction of the attendance of Jewish students in all the higher 
educational institutions: Be it therefore 

Resolved at this meeting of American-Jewish citizens of the 
county of Monmouth, State aforesaid, held this 10th day of May 
1933, at the Synagogue, Sons of Israel, in the city of Asbury Park, 
county of Monmouth and State aforesaid, That we do hereby most 
emphatically condemn the unjust, intolerant, and outrageous anti- 
Semitic measures, policies, and discriminations of the Hitler re- 
gime; and be it further 

Resolved, That we do hereby call upon the Honorable W. War- 
REN Barsour and the Honorable HamILTon F. Kean, United States 
Senators for the State of New Jersey, and also upon the Honorable 
WILLIAM H. SUTPHIN, Congressman of the Third Congressional 
District of the State of New Jersey, to raise their voice of protest 
in the Halls of the United States Congress, move for the adoption 
of the resolution by the Congress and the Senate denouncing the 
unjust, unwarranted, and inhuman exclusion of Jews from the 
civic, political, and professional life of the country in which they 
have lived over sixteen hundred years, and to which they brought 
untold glory and distinction in every field of endeavor; and be it 
furth 


er 
Resolved, That we call upon the Honorable Franklin D. Roose- 
velt, President of these United States, to use his good offices in 
behalf of the oppressed and persecuted Jews in Germany. 
Respectfully submitted by the resolutions committee, 
MEYER CoHEN, 
Rabbi of Congregation Sons of Israel, Asbury Park, NJ. 
SYDNEY DRESDEN, 
President Congregation Sons of Israel, Belnar, NJ. 
RALPH B. HEACHEN, 
Temple Bethel. 
BENJAMIN FREEDMAN, 
President Asbury Park Hebrew Schoor. 
Louis I. MILLAR, 
President of Congregation Sons of Israel. 


REPORTS OF THE PUBLIC LANDS COMMITTEE 


Mr. DILL, from the Committee on Public Lands and Sur- 
veys, to which were referred the following bills, reported 
them each without amendment and submitted reports 
thereon: 

S. 1727. An act for the relief of Earl A. Ross (Rept. No. 
84); and 

S. 1728. An act for the relief of Frank P. Ross. (Rept. 
No. 85). 

Mr. BRATTON, from the Committee on Public Lands and 
Surveys, to which was referred the bill (S. 1724) authorizing 
the reimbursement of Edward B. Wheeler and the State In- 
vestment Co. for the loss of certain lands in the Mora Grant, 
N.Mex., reported it without amendment and submitted a 
report (No. 86) thereon. 


ADDITIONAL COPIES OF FARM LOAN EMERGENCY ACT 


Mr. VANDENBERG. Mr. President, there is a great de- 
mand by Senators and Members of the House for additional 
copies of the Farm Loan Emergency Act. On behalf of the 
junior Senator from Arizona [Mr. Haypen], Chairman of the 
Committee on Printing, he being unavoidably absent, I pre- 
sent a unanimous report on Senate Resolution 83 from the 
Committee on Printing to provide additional copies of the act, 
and I ask unanimous consent for its present consideration. 

The VICE PRESIDENT. Is there objection to the re- 
quest of the Senator from Michigan? 

There being no objection, the resolution (S.Res. 83) was 
read, considered, and agreed to, as follows: 

Resolved, That 25,000 copies of Public Law No. 10, approved May 
12, 1933, relating to agricultural adjustment, agricultural credits, 


and currency expansion, be printed for the use of the Senate 
document room. 


ENROLLED JOINT RESOLUTION PRESENTED 


Mrs. CARAWAY, from the Committee on Enrolled Bills, 
reported that on May 19, 1933, that committee presented to 
the President of the United States the enrolled joint resolu- 
tion (S. J. Res. 50) designating May 22 as National Maritime 
Day. 

BILLS INTRODUCED 

Bills were introduced, read the first time, and, by unani- 

mous consent, the second time, and referred as follows: 
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By Mr. VANDENBERG: 

A bill (S. 1737) authorizing a preliminary examination 
and survey of the Crooked and Indian Rivers, Mich.; to 
the Committee on Commerce. 

By Mr. McCARRAN: 

A bill (S. 1738) authorizing the Reconstruction Finance 
Corporation to make loans to irrigation districts for certain 
purposes; to the Committee on Irrigation and Reclamation. 

By Mr. SHEPPARD: 

A bill (S. 1739) to relieve the existing critical national 
economic emergency in agricultural as well as in commercial 
and industrial pursuits; to the Committee on Agriculture 
and Forestry. 

AMENDMENT TO BANKING BILL 


Mr. CLARK submitted an amendment intended to be 
proposed by him to Senate bill 1631, the banking bill, which 
was ordered to lie on the table and to be printed. 


WORLD ECONOMIC CONFERENCE—ARTICLE BY FORMER AMBASSA~- 
DOR EDGE 


Mr. KEAN. Mr. President, I ask unanimous consent to 
have printed in the Record an article by former Ambassador 
Edge in regard to the forthcoming World Economic Con- 
ference, published in the New York Tribune of last Sunday. 

There being no objection, the article was ordered to be 
printed in the Recorp, as follows: 


[From the New York Herald Tribune, May 14, 1933] 


Eber URGES UNITED STATES TO RENOUNCE INTERNATIONAL SANTA 
CLAUS ROLE BEFORE NEW CONFERENCE OPENS—SEVERAL NATIONS 
ALREADY IN LINE FOR ECONOMIC HORSE TRADING AND AMERICA 
SHOULD Nor FORGET HER CREDITOR POSITION WHILE CONSIDER- 
ING LOWER TARIFFS AND TRADE PACTS, FORMER ENvoy WARNS 


By Walter E. Edge, former American Ambassador to France 


These are days when every citizen, irrespective of previous 
political or economic convictions, should contribute all in his 
power in the interests of national solidarity. However, in my 
judgment, this goal can best be reached, or at least more head- 
way made, through frankly facing the facts. 

Of course, we should approach the responsibilities of the World 
Economic Conference whole-heartedly, enthusiastically, and with 
determination to secure definite results. In fact, the recent Wash- 
ington conversations certainly demonstrate that intention. Never- 
theless, in the interest of harmonious and constructive action, it 
occurs to me it might be just as well for the United States, in 
advance of the convening of the conference, to let it be known 
that we do not propose to be an international Santa Claus. 

The apparent diffidence of the nations invited to enter into a 
tariff armistice before and during the duration of the conference 
is in itself significant. It must not be overlooked that some of 
the countries abroad have for months been preparing and arming 
themselves for future bartering and horse trading. While our 
Government has been suggesting the lowering of tariffs and the 
elimination of other trade restrictions, European nations have 
been adding them on as well as concluding new treaties which 
exclude the United States. Now that a definite proposal is made 
by us to stop this practice, at least during the period of dis- 
cussion, we are met generally with a lack of enthusiasm and, in 
fact, in some instances, with definite reservations. 

This should serve as a note of warning that, notwithstanding 
the optimism which seemed to surround the Washington conversa- 
tions, some foreign governments, nevertheless, are still recalci- 
trant. If, in the hope of increasing our export trade, we are to 
face a proposition for the cancelation, or at least a substantial 
revision, of war debts, the validity and legality of which no na- 
tion has questioned; if we are to remove protection from local 
producers through lowering our tariff and then in the final analysis 
we are expected to again loan Europe money in order to buy our 
goods, as obviously Europe will not take many of our wares with- 
out new loans, then a little advance figuring from a domestic 
standpoint would seem to be quite justified. 

Our experience in international conferences in terms of the re- 
sults obtained does not warrant much optimism—except where 
we are prepared to make the major sacrifices. 

STEPS TOWARD DISARMAMENT 

Consider, for instance, the various steps toward a disarmament 
agreement. 

At Washington in 1921 real progress was made in the direction 
of the limitation and reduction of capital ships when the United 
States agreed to scrap ships built or building while other nations 
nobly sacrificed their blueprints. ` 

At London the results were relatively negligible and limited to 
three naval powers, while at Geneva, despite our many proposals 
for real reduction, notably former President Hoover's move for a 
one-third curtailment, nothing has eventuated except generous 
discussion. Nevertheless, even with all these previous discourage- 
ments, it is obviously our clear duty to press on in the hope that 
present world conditions will ultimately compel broader under- 
standings and more liberal reactions. 
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After 3 years abroad in the Foreign Service, I am more than ever 
convinced that America is basically dependent economically on a 
scientific preparation and application of a protective tariff that 
fully protects. If the present disinclination on the part of other 
nations to enter into a tariff truce is any criterion, then they must 
hold the same opinion as applying to their own problem. 

I do not attempt to defend many inconsistencies and inequali- 
ties in our existing tariff schedules. Nevertheless, I feel quite 
positive that tariff trades, unless they followed a comprehensive 
and individual study which justified reductions, would add sig- 
nally to our economic difficulties by inviting sectional discord and 
still further reduce our standard of living as well as increase un- 
employment, all without comparable compensation in the form of 
greater markets for our goods abroad. 


WORLD CARTEL IDEA IMPRACTICABLE 


If the producing countries of the world could form an interna- 
tional cartel, as it were, control production and amicably divide 
the world's markets, the situation might be improved. But, apart 
from the absolute impossibility of reaching, or at least carrying 
out, such a utopian agreement, I greatly doubt the wisdom or 
efficacy of this course. 

The world, generally speaking, has prospered through healthy 
competition. It only started on the downgrade when an uncon- 
trolled orgy of speculation set aside all normal practices and 
precedents. 

Following my retirement from the ambassadorship, I visited the 
capitals of all the Balkan States, as well as other countries in 
southern and eastern Europe. I had the privilege of chatting un- 
officially and informally with many of the rulers and cabinet 
officers of those different states. I was particularly impressed with 
the unanimity of opinion, freely expressed, that nothing concrete 
could come out of the proposed economic congress if the disarma- 
ment conference failed to reach real agreements. The pessimism 
in this regard was universal. 

I am far from being an extreme nationalist. But I feel strongly 
that in the present zeal for international idealism we should not 
evade the facts or practice self-deception. 


LITTLE ACCOMPLISHED SO PAR 


The years since the war have been replete with fruitless con- 
ferences. The interests of the people are so diverse, their ambi- 
tions and emotions so complex, that little headway in the fleld of 
material international agreement has been found possible. I re- 
gret to admit it, but it is my firm conviction that most of our 
problems of national recovery must be worked out within our own 
borders, and we now seem to be making commendable headway 
in that direction. 

Of course, progress was made at Lausanne toward the solution 
of the reparations problem. But it should not be overlooked that 
that agreement is apparently contingent upon further sacrifices by 
Uncle Sam. Moreover, it is not much of a concession to wipe off 
a type of credits that will not be paid in any event. 

Possibly the United States is facing similar difficulties with war 
debts, but before these just claims become actual stage money 
there are some justifiable bargains and adjustments that can and 
should be made, and that without involving the destruction of 
vital protection to American labor and industries. 

There are trade restrictions practiced by some of our debtors, 
many discriminatory, that should be adjusted before we seriously 
talk revision. We hold a very effective weapon and are from every 
standpoint justified in using it. 

In short, in our negotiations we should not give up the cake 
and the penny too. 

- CRITICS ADVISED TO LOOK AFIELD 


Those who charge against our protective system most of the 
present economic ilis and particularly criticize our nonscalable 
tariff wall, as they characterize it, seldom make comparisons with 
what is being practiced by competitive nations. 

Efforts to blame our protective system, even despite unfair and 
unjust trade restrictions in many parts of Europe, as the major 
cause of the depression is simply to evade existing facts. I cannot 
understand the policy of some of our own people, especially when 
they see what is taking place abroad, of pointing to the United 
States as a glaring example of trade barriers and prohibitive tariffs. 

In point of fact, the United States presents the fairest tariff 
policy in the world today. While some of our individual schedules 
are undoubtedly too high and should, when not justified by trade 
or production facts, be lowered, nevertheless our general applica- 
tion of the most-favored-nation principle treats all competitors 
alike and establishes the United States as an open market without 
any favorites among the nations. 

The same cannot be said for many of our neighbors. Quota 
restrictions which are nothing more nor less than partial embar- 
goes, discriminatory turn-over and license taxes (none of which are 
in effect in the United States) form trade barriers against Ameri- 
can imports which cannct be surmounted. The United States has 
been able to close commercial treaties with but few nations because 
of these obvious discriminations. 


While a reversal of our economic policy and the substitution 
of a bilateral or bargaining system for general most-favored-na- 
tion treatment has some support, I am of the opinion that in 
the long run it would open the way to untold difficulties and 
surely invite reprisals. The fact must not be lost from sight that 
we are the greatest creditor nation in the world, 

Again, when the proposal is made to discard our present open- 
door policy, careful consideration must be given to the character 
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of our foreign trade. Even in normal or affluent times we have 

less than 15 percent of our production, divided into 
approximately 11 percent of raw materials and under 4 percent 
manufactured goods. In other words, the outside world purchases 
from us mainly such materials as it cannot buy on equal terms 
from other nations in the open market for purposes of domestic 
manufacture. 

While I do not minimize the importance of disposing of even 
this relatively small proportion of our production, at the same 
time I fail to see where our protective system, which is similar to 
the system prevailing in all other countries, influences, much less 
controls, purchases of our goods by foreign countries at world's 
prices. It has not in the past and in normal times will not in the 
future, if we have the required material to sell. 

It is plain, ordinary common sense that a foreign nation pur- 
chases from the outside only what it does not produce at home 
and then at the best prices it can obtain. As a rule the tariff 
only indirectly enters into these sales as these needed commodi- 
ties are usually on the free list. 

DOMESTIC MARKET COMES FIRST 

The same applies moreover to the small foreign consumption 
of our manuf goods, accentuated considerably by inven- 
tions and styles. For example, American automobiles and farm 
machinery have a market everywhere because to date no other 
country has turned out such satisfactory products. 

As a consequence I am convinced that our main effort should 
be to reinvigorate our domestic market. It is estimated that 
sales at home have declined about 45 percent as compared with 
normal times. Most certainly a blanket reduction of our import 
duty would not correct this situation. Every additional invoice 
of competitive goods imported must necessarily still further re- 
duce domestic production. This, of course, is an old story, but to 
me it lies at the very root of the whole situation. Likewise, our 
exports abroad will increase only with a return of general busi- 
ness activity greatly contingent upon a return of confidence at 
home which, fortunately, now seems to be on the upgrade. Our 
energy should be expended still further on that domestic effort. 

European countries, unfortunately, are frequently compelled to 
give more attention to the prevention of warlike outbreaks and to 
adjust political problems with each other than to the readjust- 
ment of international commerce across the sea. It is our duty to 
help in every way we can without becoming embroiled. In our 
own interest it is imperative to keep in close touch with every 
development. But at this time we have, first and foremost, a 
man's job at home, and I cannot see how a general reduction of 
the tariff will regenerate American confidence or increase American 
sales, 

At the outset of this article I frankly admitted the existence of 
many inconsistencies in the American tariff schedules and stated 
my opinion that they should be readjusted. There is no doubt in 
my mind that there have been individual cases of unjustifiable 
tariff boosts. These have doubtless been the origin of much of the 
criticism of the tariff. To overprotect a commodity is as wicked 
as to expose it to the raids of cheap foreign importations. In the 
former case the consumer is unfairly gouged; in the latter instance 
the American workman is thrown out of emplcyment. 

AN EXAMPLE OF MISJUDGMENT 

During the period of my official responsibility in France I wit- 
messed one particularly glaring example of attempted overprotec- 
tion, and I did not hesitate to denounce it publicly. One branch 
of Congress proposed to raise the ad valorem duty on certain types 
of hand-made lace, principally produced in northern France and 
Belgium. The old rate was from 80 to 90 percent ad valorem; the 
new rate soared as high as 300 percent. Of course, such a raise 
would have been tantamount to an embargo. The effort failed. 
Without any doubt if it had been enacted it would have exagger- 
ated the cost to the American consumer. 

And while I hope I am a consistent protectionist, nevertheless I 
refuse to believe that any industry, whether a so-called “infant 
industry or otherwise, is entitled to such high protection. If we 
are unable to produce a commodity at a cost less than 3 times 
the average world cost, we should permit the other fellow to enjoy 
the trade. Iam no more opposed to embargoes, quota allotments, 
or discriminatory levies than I am to overprotection. 

But if our tariff, equal to all, has seriously contributed to the 
world’s economic troubles, as some insist, then let us repair the 
error along scientific and not political lines. And if our debt 
contracts, duly accepted and ratified, are to be reopened and re- 
vised, the discriminations and inconsistencies now faced by Ameri- 
can exporters must in all fairness be first permanently adjusted. 


PUBLIC-WORKS PROGRAM—ARTICLE BY JAMES M. THOMSON 

Mr. LA FOLLETTE. Mr. President, I ask unanimous con- 
sent to have inserted in the Recor an article by James M. 
Thomson published in the New Orleans Item of May 15, 
1933. 

There being no objection, the article was ordered printed 
in the Recorp, as follows: 

[From New Orleans Item, May 15, 1933] 
LARGER WORES ISSUE FAVORED—INCOME TAX TO CARRY BONDS 
By James M. Thomson 


Senator Nye, of North Dakota, offers an amendment to the forth- 
coming tax bill which may avoid the necessity for a sales tax for 
the impending public-improvement bond issue. He shows that 
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Teflation must necessarily bring vast profits to those who have 
picked up real estate, stocks, bonds, and other bargains at pre- 
closure or sacrifice sales. So he proposes a supertax on incomes 
above $100,000 a year. He would grade this tax up to 75 percent 
of net incomes above $1,000,000 so long as the war on depression 
and unemployment lasts. He would also enlarge Federal inheri- 
tance and gift taxes. In other words, he would follow the course 
pursued by our Government in income taxation during the late 
war on Germany. 

All taxes are unpleasant and most of them undesirable. Tho 
tax which falls heaviest on the consuming masses is a sales tax, 
for the workingman with a large family necessarily pays more 
sales tax than a rich but smaller family does, and far more than 
wealthy individuals who put their time on increasing their ac- 
cumulations. Sales taxes necessarily tend to impede business, and 
at this time what we want above all is to speed business up. 

Increasing the prices of farm products will put a sales tax run- 
ning to a billion dollars a year on consumers; in general, most 
of them city and town people. Likewise limitation of farm pro- 
duction will have the same effect. Yet we have already adopted 
this policy in the new farm bill in order to restore farmers and 
farm laborers to industry and give them purchasing power. 

I favor not a $3,000,000,000 public-works bond issue but five or 
even six billion dollars for that purpose. 

The war in America is a war to put our unemployed to work, 
It is a more serious war than the one we waged in Europe. It 
justifies Federal expenditures on a scale which will insure our 
winning that war. 

As inflation brings back values speculators and gamblers will 
count their profits by millions and billions. The same men who 
got income-tax rebates of five or six billions of dollars under 
the Mellon-Mills administration of the Treasury, following the 
Hoover panic, will pick up surplus profits of billions of dollars. 
There is every reason in equity that they should pay a considerable 
part of this back into the Treasury at a time when it is needed to 
fight a war on superdefiation and depression. They paid taxes of 
this kind to aid in the World War. Many of them expressed them- 
selves as glorying in the sacrifice. Surely the condition of unem- 
ployment among their fellow citizens should have an even stronger 
appeal to them. For this expenditure is entirely constructive. 

For one I have not sympathized with the agitation for cutting 
the wages or salaries of either our better-paid Government em- 
ployees or of our Senators and Representatives. Nor am I in favor 
of the cutting of the salaries of our presidents of our life-insur- 
ance companies or our railroads or of our great manufacturing or 
industrial organizations. Men of great ability, of experience and 
skill, men who carry great responsibilities are entitled to a hand- 
some reward for their talents. en get not too much 
but too little. Cabinet members and their executive assistants are 
woefully underpaid. The President of the United States gets too 
little. 

But in times like these there is a moral value in the gesture 
they make of cutting their salaries while they are cutting Govern- 
ment expenses all round. The people who make the country a 
going concern are the people who furnish it with brains and brawn. 
The men and women who live on “unearned increment", who 
shoot craps in a large way, can in this emergency well afford to 
contribute to government more of their surplus incomes over a 
hundred thousand and over a million net per year. They can 
afford, for a while at least, to pay some additional inheritance and 
gift taxes. 

This talk about all the rich in America being broke is hokum. 
If it were true, no one would oppose taxes of the kind Senator NYE 


roposes. 

Plenty of concerns in America have net incomes above $10,000,000 
this year. There are plenty of individuals whose net income will 
vary betweén a million and $5,000,000. And these people can well 
afford to give part of their surplus which is not invested in tax- 
exempt bonds and securities. 

In England this class of people pay real income taxes and real 
inheritance taxes. England has used this tax to keep a great dole 
going to millions of her idle people over a long period. This policy 
is all wrong, in my opinion. Our people should have work at good 
wages, not doles, And if we sustain a real public-improvement 
program with taxes of this kind, we will give our people work, 
speed up business, stabilize values, and add enormously to the real 
wealth of the very people who are paying the super taxes. Mean- 
time the little fellow who has been out of work for some years will 
not have to pay a sales tax on everything he consumes. 


NOMINATION OF FEDERAL RELIEF ADMINISTRATOR 

Mr. ROBINSON of Arkansas. Out of order, and as in 
executive session, I ask that the Senator from Florida [Mr. 
FLETCHER], the Chairman of the Committee on Banking and 
Currency, may report a nomination. 

The PRESIDING OFFICER (Mr. McCarran in the chair). 
Is there objection? The Chair hears none. 

Mr. FLETCHER. From the Committee on Banking and 
Currency I report favorably the nomination of Harry L. 
Hopkins, of New York, to be Federal Emergency Relief Ad- 
ministrator, and I ask unanimous consent for its present 
consideration. 

The PRESIDING OFFICER. Is there objection? 
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Mr. McNARY. Mr. President, I stated yesterday the gen- 
eral practice and the desire not to take up matters of this 
kind until reported by a committee. I understand that the 
report on this nomination was unanimous. 

Mr. FLETCHER. That is correct. 

Mr. McNARY. And in view of the emergent situation 
about which the able Senator from Arkansas told me, I 
have no objection to having the nomination acted upon, and, 
going farther, to having the President notified. 

The PRESIDING OFFICER. Without objection, the 
nomination is confirmed, and the President will be notified. 

Mr. ROBINSON of Arkansas. I thank the Chair and the 
Senator from Oregon. 


OPPOSITION TO SECURITIES REGULATION BILL 


The Senate resumed legislative session. 

Mr. LEWIS obtained the floor. 

Mr, FLETCHER. Mr. President 

The PRESIDING OFFICER. Does the Senator from Il- 
linois yield to the Senator from Florida? 

Mr. LEWIS. The distinguished Senator from Florida has 
a matter which he feels that he would like to present at this 
time and it is more or less dependent upon a matter waiting 
outside. I yield to the Senator, with the understanding that 
I do not yield the floor and that I may take the floor imme- 
diately following the conclusion of the remarks of the Sen- 
ator from Florida. 

Mr. FLETCHER. Mr. President, it was not to be expected 
that a measure, such as the Federal securities bill, now in 
conference, designed to protect the public from the financial 
racketeering of certain classes of so-called “investment 
bankers”, could be enacted without arousing the most de- 
termined opposition on the part of that profession which 
has mulct the people of some $50,000,000,000 during the past 
10 years. 

These interests were given their day in court in the hear- 
ings before both the Senate and House committees and sub- 
mitted voluminous briefs, but it is evident from the almost 
unanimous approval of the bill in both Houses, that their ar- 
guments made little impression. 

Every effort was made by both committees to satisfy every 
reasonable criticism or objection made to the bills. It be- 
came necessary, therefore, for opponents to resort to other 
expedients, and this has taken the form of inspired tele- 
grams and letters to the members of the conference com- 
mittee, seeking to influence their decision and to postpone 
further action on the bill until the next session of Congress 
when, these interests hope, sufficient time will have elapsed 
for the public and the Congress to have forgotten to some 
extent the occurrences of the past few years. 

Not all the firms, however, to whom they sent instructions 
to wire protests to committee members were in sympathy 
with the suggestion. One of these latter has sent to the 
committee a copy of the telegram of instructions they re- 
ceived, which, the writer states, was sent by “ representatives 
of perhaps a thousand investment bankers in the United 
States, including especially the principal ones in New York 
City.” This telegram reads in part as follows: 

Vitally important that you contact immediately executives of 
important industries, urging that they wire immediately Hon. Sam 
RaysurN, House Office Building, and Hon. Duncan U. FLETCHER, 
Senate Office Building, Washington, the ranking members of the 
conference committee, stating in own language that while intent of 


Federal legislation approved, both bills as drafted are unworkable 
and constitute serious menace to industry. 


Mr. COUZENS. Mr. President, may I ask the Senator 
from Florida who signed that telegram? 

Mr. FLETCHER. I have not the original telegram with 
me, but it comes, I believe, from St. Louis. 

Mr.COUZENS. They have been coming to Senators other 
than the conferees. 

Mr. FLETCHER. Yes; undoubtedly. 

The Senator from Nebraska [Mr. Norris] made it clear 
in the Senate on May 4 that the president of the United 
States Chamber of Commerce has always been essentially a 
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promoter and director in numerous public-utility companies. 
He listed more than 20 power companies which Mr. Harri- 
man had either promoted or in which he serves as an 
executive or member of the board of directors. The report 
of the Senator from Nebraska stated that— 

Mr. Harriman has exhibited no grief over billions of watered 


stock on which the consumers must pay higher rates to maintain 
dividends. : 


Moreover, it is well known the United States Chamber of 
Commerce includes numerous investment bankers, brokers, 
and dealers among its membership. That organization’s in- 
structions, transmitted through local chambers to their more 
important members, reads as follows: 

Believing that you should interest yourself in opposition to these 
bills which are now being considered by the conference commit- 
tee of Congress, I urge that you immediately wire the Honorable 
Duncan U. FLETCHER, Senate Office Building, and the Honorable 
SAMUEL RAYBURN, House Office Building, Washington, D.C., 
stating in your own language that— 

You are in sympathy with the intent of Congress to regulate 
the issuance of securities but believe both bills (giving their 
numbers), as drafted, are unworkable and also are a serious 
menace to industry and business generally. 


The securities bill, now in conference, received the most 
careful consideration by two Federal departments before be- 
ing submitted to Congress and has been minutely studied 
by the committees of both Houses for some weeks past with 
the assistance of recognized authorities on investment mat- 
ters, who have gladly contributed their aid in drafting and 
editing this measure. When its provisions were first re- 
leased to the public, it was received with editorial acclaim 
throughout the entire country, including that financial 
authority, the Wall Street Journal. 

The proposal was also well received by most of those 
financial institutions that desire to do a legitimate business 
and realize the absolute necessity of restoring public confi- 
dence before they can prosper. One firm, for example, 
that had been asked by certain investment bankers to wire 
a protest, did the contrary and telegraphed the committee 
as follows: 

Earnestly against this organized effort of bankers to thwart 
just legislation by the administration and that they were still 
subjected to efforts to whip them into old-gang line, whereas 
they conceive the salvation of investment banking business solely 


dependent upon restoration of confidence by assurance that past 
crookedness will not occur again in short time. 


Truly, these instructions sent out by the chamber of com- 
merce and the investment brokers have had quite a contrary 
effect of that intended and, boomeranglike, have done their 
cause far more harm than good. 

While pretending to be favorable to the President’s mes- 
sage and declaring they were in accord with the purpose of 
the legislation, they insisted on delaying action, and although 
they had been offered every opportunity for being heard, and 
were heard for weeks, they urged, after the hearings closed 
and the bills were reported, that they be given additional 
time and opportunity to present their views. They simply 
wish to be let alone, have their own way, pursue their own 
course, without any restriction or regulation, as in the past. 

The country justly demands that the public have some 
protection, real investors some safeguards, and honest busi- 
ness a legitimate chance. 

The conferees have agreed, and helpful and needful legis- 
lation will be enacted shortly. 

I wanted to make this statement in connection with the 
bill because I know that Senators have been bombarded by 
this kind of telegrams stating in a general way that the 
bill is not workable and will do more harm than good, and 
asking to have it postponed for future consideration. I ask 
that the Senate, when the time comes, will take action at 
once and that this legislation may be placed upon the stat- 
ute books. 

Mr. President, I ask to have printed in the Recorp a copy 
of my letter to Mr. Harriman with reference to the 
legislation. 

The VICE PRESIDENT. Without objection, it is so 


ordered. 
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The letter is as follows: 


May 8, 1933. 
Mr, Henry I. HARRIMAN, 
President Chamber of Commerce of the United States, 
Washington, D.C. 

My Dran Mr. Harriman: Yours of May 8 came to me just after 
the bill passed the Senate today. 

We passed the Senate bill with some amendments and then 
substituted it for the House bill, so the whole matter will now go 
to conference. The Senate today named conferees and probably 
tomorrow the House will name conferees, and they will endeavor 
to harmonize the differences between the two bills. 

This will give an opportunity for the conferees to consider any 
suggestions you may make. There will be no hearings, but if 
you will submit your views in writing, or make any suggestions, 
I am certain the conferees will give them due consideration. 

I am very much afraid the people you are hearing from are 
against the legislation entirely. 

The President submitted a special message asking for the 
legislation March 29. 

The bill, S. 875, was introduced on March 29 and referred to 
the Judiciary Committee. 

On March 30 the Committee on the Judiciary was discharged 
and the bill was referred to the Committee on Banking and 
Currency. 

That committee took it up at once and proceeded with the 
hearings, day after day, until everyone who had applied had an 
opportunity to be heard. 

The newspapers carried notices of the fact we were holding 
hearings on the bill; numerous persons testified and submitted 
arguments and briefs. 

Many amendments were made to the original bill—so many, in 
fact, that the committee decided to report a substitute bill, and 
that was done on April 17 (calendar day April 27). á 

The hearings had been held almost daily from March 30 to 
April 27. Everyone who wanted to be heard was heard. Invest- 
ment bankers, accountants, business men, brokers, and what not 
were heard. There was scarcely a day that the press did not carry 
notices regarding this bill and these hearings. 

Now for these people to speak about not having an opportunity 
to be heard on the bill is ridiculous. 

The House committee held hearings, and finally when their 
hearings were closed a subcommittee got together with their 

and drafting force to prepare the bill, and did so, and 
the House finally passed the bill H.R. 5480 May 4. 

Today the calendar was taken up in the Senate, and the Senate 
proceeded to consider S. 875. 

A few amendments were offered to it and agreed to. 

As amended, it was substituted for the House bill, and the con- 
ferees on the part of the Senate were named. 

We would be here until Christmas if every individual had to 
be satisfied about the bill; in fact, we would never have any legis- 
lation at all. 

All I can sdy is, as I have stated above, if anyone has any- 
thing to say about the bill or any views or suggestions to offer, 
I feel certain the conferees will consider them. As the case now 
stands, both the House and Senate bills are in conference and 
each provision in each bill can be dealt with by the conferees. 


Very truly yours, 
Duncan U. FLETCHER, Chairman. 


Mr. FESS. Mr. President, may I ask the Senator from 
Florida, in reference to the correspondence about which he 
has just commented, whether the letter from the president 
of the chamber of commerce was a recent one or whether 
it had reference to the House bill? 

Mr. FLETCHER. It was a recent letter. His letter was 
dated May 9. 

Mr. FESS. I had a letter earlier from the president of 
the United States Chamber of Commerce to the same effect, 
but I thought the Senate bill had largely cured the objec- 
tions which were being made and which were directed to the 
House bill. I am receiving a great number of letters from 
Ohio that have probably been stimulated by this interest 
coming from Washington. I answered them to the effect 
that in my judgment the Senate committee reported the bill 
which the Senate passed and sent to conference that cured 
very largely the specific objections that had been made. 

Mr. FLETCHER. I think the Senator is quite right. 
There has been a great deal of confusion. Some have had 
the Senate bill and some have had the House bill, and they 
have been filing complaints about them when neither of 
them will be the bill that is to be reported. 

Mr. FESS. That is why I wanted to know whether the 
letter was a recent one. 

Mr. FLETCHER. Yes; it was dated May 9. It had ref- 
erence to one bill or the other, but the bill that will be 
reported is still another bill. It is partly the House bill 
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and partly the Senate bill. I think many criticisms are not 
well founded at all because they have been cured by subse- 
quent action of the Senate or House. 


CONFERRING OF DEGREES UPON NAVAL ACADEMY GRADUATES 


Mr. TRAMMELL submitted the following report, which 
was ordered to lie on the table: 


The committee of conference on the disagreeing votes of 
the two Houses on the amendments of the House to the bill 
(S. 753) to confer the degree of bachelor of science upon 
graduates of the Naval Academy having met, after full and 
free conference, have agreed to recommend and do recom- 
mend to their respective Houses as follows: 

That the Senate recede from its disagreement to the 
amendment of the House to the text of the bill and agree to 
the same with an amendment as follows: After the word 
“ academies ”, at the end of the said amendment, insert the 
following: “, from and after the date of the accrediting of 
said academies by the Association of American Universi ars 
and the House agree to the same. 

That the Senate recede from its disagreement to the 
amendment of the House to the title of the bill and agree to 
the same. 

Park TRAMMELL, 
FREDERICK HALE, 
Managers on the part of the Senate. 


CARL VINSON, 
FRED A. BRITTEN, 
Managers on the part of the House, 


RESIGNATION OF JOHN MARRINAN 


Mr. COSTIGAN. Mr. President, Mr. John Marrinan, a 
trusted investigator of the Committee on Banking and Cur- 
rency, recently resigned. He desires placed in the Recorp— 
and I am glad to comply with the suggestion by requesting 
its insertion—some correspondence relating to his resigna- 
tion. There has been some misunderstanding of the rea- 
sons for his resignation, and of his helpful offer in connec- 
tion with it to assist the committee through the hearings 
set for the coming week, and otherwise to aid as a 
consultant. 

There being no objection, the correspondence was ordered 
to be printed in the Recorp, as follows: 


UNITED STATES SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
May 20, 1933. 


Hon. Epwarp P. COSTIGAN, 
United States Senate, Washington, D.C. 

Dran SENATOR CosTIGAN: A public misapprehension seems to 
have arisen through publication of an incomplete account of my 
tender of resignation as an employee of the Senate Committee on 
Banking and Currency in connection with the inquiry into in- 
vestment practices. As you were advised when my resignation 
was offered, it was to become effective at the end of the present 
month. I have had an active part in the investigation of private- 
banking ‘arg regarding which public hearings are to be held 
next week. I have intended, and still intend, to give every assist- 
ance to the committee until this phase of the inquiry is con- 
cluded. You are aware of my further offer to serve as a con- 
sultant to the committee during the future conduct of the investi- 
gation upon invitation to do so. 

Will you be good enough to have printed in the CONGRESSIONAL 
Record the two attached letters to my resignation? 
They make it clear, I believe, that I have had no desire to retire 
until the forthcoming public hearings on the affairs of J. P. 
Morgan & Co. and other private bankers have been closed. 

Yours sincerely, 
JOHN MARRINAN, 


May 17, 1933. 
Suite 1110, 285 Madison Avenue, New York, N.Y. 

Dear Fern: The attached copy of letter to Senator FLETCHER will 
require no explanation. All I can add to it is that I dislike 
leaving the very agreeable association I have had with you. I 
have been in this picture since the investigation started. In retro- 
spect, I count my most valuable contribution to be the part I 
played in retaining you as counsel. 

It is needless for me to add that I am under no obligation 
whatsoever to anybody until June 1. You may, therefore, count 
upon me fully until that time. 

Yours sincerely, 
JOHN MARRINAN. 


Ld 
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May 17, 1933. 
Hon. DUNCAN U. FLETCHER, 
United States Senate, Washington, D.C. 

Dran SENATOR FLETCHER: I wish to tender my resignation as 
economic adviser to the Senate Subcommittee on Banking and 
Currency which is conducting the investigation into investment 
practices under the terms of Senate Resolution 56, Seventy-third 
Congress, first session. If agreeable to you and to the committee, 
I should like to terminate my services as of May 31 next. 

I am taking this step with reluctance by reason of my interest 
in the work of the committee and the personal satisfaction I have 
derived from being associated with you and with Mr. Pecora. 
However, my personal circumstances have moved from bad to 
worse over the past year by reason of the salary limitation im- 
posed in the Legislative Appropriation Acts of 1933 and 1934, and 
I find myself unable to continue on my present income. More- 
over, there does not appear to be any easy remedy within the 
power of the committee, because I am already receiving the max- 
imum permitted by law, namely $255 per month net. It should 
be added that other members of the staff are in the more fortu- 
nate position of having supplementary sources of income. 

I desire to express to you and to the individual members of 
the subcommittee my sincere gratitude for the consideration shown 
me during my period of service. If I can be of assistance without 
remuneration as a consultant during the further course of the 
committee inquiry, I would be glad to have you call on me. 

Yours sincerely, 
JOHN MARRINAN. 


PROJECTED CONSULTATIVE PACT—ITS DANGERS IF MISUNDERSTOOD 


Mr. LEWIS. Mr. President, I beg for a moment to enter 
to a subject that is not akin to finance and the banking bill, 
as to which addresses have just been made by the honorable 
Senators from Florida and Michigan. I embark, sir, on a 
theme to which I am moved by assertions from international 
publications—all of eminent source—that do injustice to the 
United States. 

Mr. President, an eminent philosopher-poet has left for 
our consideration the suggestion that Falsehood upon the 
wings of Mercury will take its course, in winding ways, and 
proclaim itself all virtue—and with such rapid strides find 
abiding places, and from these herald posts hiss its mists 
of deadening miasma, while Truth, with her leaden heel and 
slow approach, will move so slow behind the masked cayal- 
cade that she will never overtake to convert to right the 
legions who, trembling with alarm and disturbing concern, 
are fixed breathless in fear. 

The European press, flashing its continental sensation, 
makes free to announce that the eminent spokesmen of the 
great nations of Europe, whose representatives have had 
the honor of being lately in consultation at Washington 
with the distinguished President of the United States— 
these renowned envoys were received with that courtesy 
which becomes, of course, the ever-hospitable manners of 
the United States and the welcome of its people to the 
strangers within our gates—sirs, we today have it reported 
that these ambassadors of international unity proclaim that 
there was an agreement made between those who represented 
a European national situation with the President of the 
United States that the United States and its people will 
enter into a “ consultative pact ”; that this so-called con- 
sultative pact ” binds the United States to become a party 
to whatever controversy should arise between those foreign 
nations as between themselves, or as between themselves 
and the Asiatic countries, should such arise. 

The impress is very clearly conveyed to affirm that the 
United States is on the eve of closing into some form of 
understanding which the writers characterize and the par- 
liamentary spokesmen in public assemblages define as a pact 
in which the United States will, upon invitation, enter into 
the consideration of whatever controversy or conflict there 
is pending or threatened between any countries of Europe, 
or that of any countries of Europe and Asia. It is asserted 
that under this compact we will adjudge which of these in 
contest or conflict is the aggressor nation, May I use the 
exact language as I read it, saying— 

It will be left to the United States to judge which is the 
aggressor to be punished. 

It is claimed that when one has been determined as the 
ageressor the form of punishment to be inflicted will be 
decided, or at least will be controlled, by the course that the 
United States may suggest should be taken. 
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Mr. President, to ourselves in the United States these pro- 
jected boastings mean little. We in public life, in all public 
posts—my eminent colleagues who sit about me on both 
sides of the Senate—know how often exaggerated observa- 
tions are indulged. Sometimes such is fulminated to serve 
some local purpose in Europe, or, perchance, to serve an 
object at home here in America. Then ofttimes, as is the 
case now, when such will enhance the value of eminent rep- 
resentatives or when such will impart certain credit to the 
foreign nations which are busy in sending forth the propa- 
ganda that best serves its immediate object then in hand. 

Mr. President, I make bold, as a Member of this honorable 
body and as a citizen of the United States, to say it is an 
error of fact from any source which asserts that the United 
States has now entered, or in the future will enter upon, 
any form of an arrangement called “a consultative pact” 
in which we volunteer to sit in judgment in the controversies 
between European nations that do not touch us in any form. 
Or, sirs, to enter in the controversies between European na- 
tions and Asiatic nations which in no wise affect our inter- 
ests, but did we so depart, would leave us as an intruder or 
offensive trespasser. 

Sirs, from this forum we tell the world that the people 
of the United States have never authorized any President 
of the United States of the past, nor, if I conceive them cor- 
rectly—as I feel I do—for any future, will the United States 
be directed or authorized to enter into any form of an ar- 
rangement by which we are to sit in council and judgment 
touching the conflicts of foreign nations with each other, 
and never in our own behalf, ex cathedra, adjudge and de- 
cide who is the aggressor in any national conflict of Europe 
or Asia and proceed upon our verdict to inflict a form of 
penalty—these penalties as is reported in one of t hese 
statements I hold in my hand, by “ withdrawing commercial 
credit ”, “ withholding governmental association”, and then 
latterly to determine what form of force we will put behind 
the decision in order that it shall be executed according to 
the will of the United States. Now, sirs, our Nation has a 
President who never could be allured by seductive glamor 
nor forced by intimidations to offend the spirit of his Nation 
or violate his fixed principles of a constitutional officer now 
fulfilling oath and duty. To hold him out as capable of 
either offense is to slander his wisdom and impeach his 
patriotism. 

Sir, this country ought not be subjected to the charge by 
these eminent sources of Europe of ever having been willing 
to enter into the broils of the governments of foreign lands, 
nor to consent to act as a judge as between their conflicts, 
and decide which, from our point of view, is an aggressor, 
and then proceed to inflict such punishment as the European 
nation will define, as called for and justified from the cir- 
cumstances as presented to us by these European contestants. 

Sirs, we can say for our President that through him the 
United States will not enter into any arrangement called a 
“consultative pact” that calls for any other consultation 
than that to which it may be invited to offer its advice and 
counsel as to the best manner of maintaining the peace, 
avoiding conflict, and, in every possible instance that we can 
command, obstructing war. Sirs, the people of the United 
States shall not now be deluded with the theory, visioned 
from foreign report, that there has been any secret under- 
standing indulged here at Washington between these emi- 
nent representatives of foreign nations and the distinguished 
President of the United States that would so violate the 
traditions of our land as to intimate that we have volun- 
tarily assumed to come into an offensive pact whenever in- 
vited, to the end that we may render judgment in favor of 
one and against another of the foreign nations, and then 
suggest, in the plenitude of our trespass, the form of pen- 
alty that should follow, and thereupon be prepared to see 
that the penalty should be executed by whatever force may 
be demanded by these foreign representatives to carry out 
the principle of whatever their contest may be. This vio- 
lation of our basic principles of self-government and home 
rule will never be inaugurated by a democratic United 
States of true republican form. 
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Mr. FESS. Mr. President, will the Senator permit an | Mr. BARKLEY. Mr. President, if the Senator will yield 


interruption? 

The VICE PRESIDENT. Does the Senator from Illinois 
yield to the Senator from Ohio? 

Mr. LEWIS. Certainly; I am pleased to yield to the Sen- 
ator from Ohio. 

Mr. FESS. My inquiry is as to how far we could go in 
consultation and still be free from the application of any 
penalty. In other words, I have never felt any great hesi- 
tancy about the Government of the United States consulting 
with others, but my fear has always been that a judgment to 
be arrived at might carry with it the inference of sanctions 
or enforcements of it; and my query to the Senator is, How 
far could we go in the former without being subject to the 
criticism of the latter? 

Mr. LEWIS. Mr. President, the eminent Senator from 
Ohio, learned, as we know, by his experience in public affairs 
of the great possibility of danger of this United States en- 
tering into either a conflict of words or a conference where 
we will make a decision as to the right of one foreign nation 
and the wrong of another, propounds a pertinent query. I 
answer the Senator: The furthest it was ever the intent of 
our countrymen to authorize our representatives to enter 
into that which would be called a consultative pact is that 
which has ever been their privilege and ever been their 
offering in every instance of conflict—which is the mere 
advice and counsel as to the manner in which peace may 
be preserved and to act as some interceding agency looking 
to the restoring of good feeling and complete harmony; but 
never, I answer the able Senator from Ohio, was it the intent 
of our country, nor, I make bold to say, the intent of the 
distinguished President of the United States now sitting, 
that we should be called into any pact that must result in 
our passing judgment and being left in a position where the 
nation against which we offer judgment is to be our enemy 
and carry within its bosom a hatred of us; while that which 
we favor would immediately expect of us strength and force 
sufficient to carry out the decision that was in its favor 
and benefit. For the reason, sir, that either one of these 
may transpire, I will assume that no consultation beyond 
that which we have ever indulged—to wit, the advices of a 
good friend—can go, and no farther should it assume to go. 

Mr. BARKLEY. Mr. President—— 

The VICE PRESIDENT. Does the Senator from Illinois 
yield to the Senator from Kentucky? 

Mr. LEWIS. I yield to my friend from Kentucky. 

Mr. BARKLEY. I desire to ask the Senator whether he 
opposes this country consulting with other countries, or with 


representatives of other countries, in a mutual, world-wide | part 


effort to bring about peace or prevent armed conflict? And 
if the United States should enter into an agreement to sit 
down at a table and consult about the best methods by 
which peace could be preserved, does the Senator think there 
would be any implication in such consultation that if there 
was failure of the consultation, and armed conflict should 
finally result somewhere, we would be under any obligation 
to enter into that conflict? 

Mr. LEWIS. I answer my able friend from Kentucky by 
saying that, if we are asked to sit at table for conference 
looking to the general peace of mankind, we fulfill that 
spirit that loves peace and serves humanity that is ever 
that of the United States. Yet, sir, to be seduced into a 
conference where already conflict has ensued, and war is 
threatened, and where the question to be determined is as to 
which is the aggressor in that particular matter, I say to 
my able friend from Kentucky that such course is no part 
of the duty of the United States; and, should it enter upon 
such, that action would involve the United States render- 
ing judgment against one country in order to favor the 
other with a decision affirmatively asserting its innocence. 
We should keep out of intermeddling with the affairs of 
European countries which in no wise affect ourselves. 
Therefore, I can see great danger from it; and, I answer my 
able friend from Kentucky, so great a danger that I would 
advise my country under all considerations to avoid any 
gathering or such pact with such baleful object. 


further 

Mr. LEWIS. I yield to the Senator. 

Mr. BARKLEY. I have never understood that the sug- 
gestion of a consultative pact carried with it anything more 
than an obligation or agreement to consult about the 
world’s difficulties and troubles. I have never understood 
that if a failure to agree upon any policy, or a failure to 
prevent warfare, should result from such a conference, 
there was any implication that we thereby obligated our- 
selves, whatever might have been our position in the con- 
sultation, to follow into war for or against any nation 
which might take part in the conference. 

Mr. LEWIS. I answer the able Senator from Kentucky 
by reminding him that we were invited from time to time 
into conferences looking to what many of us felt was some 
order of peace and intercession and mediation as between 
the countries that were at war—Germany, France, and Eng- 
land—we all remember the final act; and we will not forget 
that our entrance in being invited through the insidious 
propaganda with its effect drew us to where our judgments 
and announcements were held as offenses against other 
countries involved, and our entrance into these consulta- 
tions touching the affairs of these outside nations was 
treated as a violation of treaty and neutrality, and we found 
ourselves in war, the results of which we are depicting from 
day to day from this great Chamber, while we suffer the 
burdens and miseries—and all the unhappy consequences 
which followed. 

Therefore I insist that any pact that this land should enter 
into, whether through the action of the honorable President 
of the United States or otherwise, can go no farther than 
the entrance into a consideration of friendship looking to 
advice and counsel with the view of avoiding war and pre- 
venting conflict. But, sirs, when we are asked by any for- 
eign people or nation to participate in a consultative pact 
touching relations and conflicts which have already begun 
in some form, and we are by our pact to pass a judgment as 
to which is the aggressor, and an intimation as to how the 
aggressor should be punished, that, I declare, sir, is no part 
of the duty of the United States. Where our interests are 
not involved, we should in no wise be brought into such en- 
tanglement; and, to avoid such, I respectfully insist there is 
no privilege on the part of any foreign government to assert 
that any arrangement has been made with the United States 
to enter into consultative pacts touching the conflicts already 
opened in disputive diplomacy or battlefield contest between 
foreign countries in which we have neither interest nor a 


Mr. President, I therefore speak of things that are a little 
too far geographically for all of us to understand. This 
morning the eminent Senator from Florida spoke as to tele- 
grams which had come to this honorable body. The Senator 
from Ohio joined in calling attention to similar matters 
touching purely civic legislation, all urging action on the 
Senate to serve private interest. 

Now comes from our country, particularly in the West, the 
sheaf of telegrams asserting that certain societies of citi- 
zens believe that we have entered into an understanding 
which is to step in and participate in conferences which are 
to arrive at which is guilty or which is innocent as between 
these who have already begun a contest among themselves 
and anticipate conflicts and wars that would ensue from 
such. Our people are frightened by this fleshless and un- 
bodied specter. 

Our countrymen must be free from any such fear. Amer- 
ica must understand that her public officials have never 
assumed, without the consent of their countrymen, to enter 
into the affairs of any foreign country, either for the ad- 
justment of their military arrangements or their private 
financial disputes, and pass judgment as though we were act- 
ing as guardian of their affairs or the conservator of their 
interests. Sirs, from such imaginings we are likely to 
awaken from our own countrymen a very serious suspicion of 
our conduct and lose the confidence of the’ great masses of 
our people now being so greatly enjoyed by the distinguished 
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President of the United States. This confidence and trust 
should not be shattered by the misinterpretations which are 
going abroad and coming from abroad, and are being pub- 
lished now, recoiling in their influence against the United 
States. 

Mr. President, one other observation I make bold to tender. 
It is inseparable from the gossip and false whispers as to our 
Nation surrendering its principles at demand of foreign 
power. It is said in all quarters that there is something 
mysterious or hidden in the relationship of the war debts. It 
is now charged that they have been injected in the moye- 
ment for the economic conference that is assumed soon to 
be begun. 

I respectfully assert that there is no one who can justify 
the charge that the President of the United States, or the 
representatives of this honorable Government, of any politi- 
cal organization, have ever conceded to the theory by which 
the war debt should be made a basis of discussion and pre- 
liminary to the entrance upon the economic conference, the 
conference that has for its object the purpose only of 
adjustment of the matters of international trade. 

Mr. President, I make bold further to say that if the time 
shall come when the President of the United States shall 
assume that there are justifications for entering again upon 
consultations and conferences as to the debts, looking to the 
modification of terms or the extension of time, or for what- 
ever reasons urged, I respectfully assert that since we are 
now going to Europe at the instance of the European nations 
to assemble at London, and then at Geneva, at London on 
the economic question, what is ascertained and designated 
as the tariff truce, and at Geneva in the matter which we 
define as looking to some method of disarmament. 

Then, sir, if the question of the international debts, par- 
ticularly the war debts, is to be taken up, and then consid- 
ered anew, separate and apart from these others which at 
London or at Geneva are to be indulged, I propose that then 
those discussions, of whatever nature they may be on the 
war debts now in dispute, this new consideration be taken 
up here in the United States; I ask that the meeting on 
that subject, if it shall ever be held, shall be held here, and 
I would suggest at the Capital of this Nation at Washington. 
Here it is where the whole question may be free, sir, from 
the prejudice of the environment which has surrounded the 
discussion at each previous time it has been entered upon. 
Here we would be rescued from that prejudice of inherited 
hatred which followed the World War, and which is still so 
indulged by certain countries that we see each morning the 
flickering lights upon the skies indicative of the new flames 
that flash the fires of war as between some of these na- 
tions who are to sit in the deliberations. 

If, therefore, this question is, out of the generosity of 
our hearts, or for the purpose of some justice which we 
see could follow as a result—I say, if it is to be taken up in 
a new conference and for a new consideration, justified in 
the mind of the President of the United States, or the Con- 
gress—then, sir, let it be at such a place that the result, 
whatever it will be, cannot be imputed to the transmitted 
hatred of nations, and all subject to the mad moments we 
glimpse in the political upheavals of our surrounding 
nations. 

Sirs, we offer such peaceful and quiet atmosphere to our 
foreign visitors who come as delegates and envoys. Sirs, all 
the world knows we are a people who seek no territory; we 
are a people who seek no penalty. We are of a nation that 
looks for peace. We are a great government that cries out 
to the world for the harmony of friendship, the prosperity of 
nations, and the happiness of man. Let that latter ques- 
tion, if it is to be entered, be entered here, where the arena 
is calm, where the surroundings are just, and where the 
environment is such that all mankind will see that, whatever 
comes from it, comes in the spirit of American justice, to 
the end that all the world will see our distributed justice— 
to all people—while America to her own people stands firm 
in the right and to all her people ever true. 

I thank the Senate. 
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COMMUNICATION FROM THE PRESIDENT—THE OIL INDUSTRY 

The VICE PRESIDENT laid before the Senate a communi- 
cation from the President of the United States, which was 
read, as follows: 


THE WHITE HOUSE, 
Washington, May 20, 1933. 
Hon. JoHN N. GARNER, 
President of the Senate. 

My Dear Mr. Presment: As the Congress is doubtless 
aware, a serious situation confronts the oil-producing in- 
dustry. Because oil taken from the ground is a natural 
resource which once used cannot be replaced, it is of interest 
to the Nation that its production should be under reason- 
able control for the best interests of the present and future 
generations. 

My administration for many weeks has been in confer- 
ence with the Governors of the oil-producing States and 
with component parts of the industry, but it seems difficult, 
if not impossible, to bring order out of chaos only by State 
action. In fact, this is recognized by most of the Governors 
concerned. E 

There is a wide-spread demand for Federal legislation. 
May I request that this subject be given immediate atten- 
tion by the appropriate committee or committees? The 
Secretary of the Interior stands ready to present any infor- 
mation or data desired. 

May I suggest further that in order to save the time of the 
special session it might be possible to incorporate action 
relating to the oil industry with whatever action the Con- 
gress decides to take in regard to other industries—in other 
words, that consideration could be given at the same time 
that action is taken on the bills already introduced and now 
pending in committee. 

Very sincerely yours, 
FRANKLIN D. ROOSEVELT. 


The VICE PRESIDENT. The communication will be re- 
ferred to the Committee on Interstate Commerce. 

Mr. KING. Mr. President, the message of the President 
which has just been read, if I properly interpret it, may 
call for an abrogation or a material modification of existing 
laws against trusts and combinations in restraint of trade. 
Certainly any measure that would accomplish what the 
President’s message seems to show he desires to have ac- 
complished would require that the Clayton Act and the 
Sherman antitrust law be modified, that the provisions of 
the latter be temporarily suspended, or something of the 
kind. It seems to me, in view of the significance of this 
question and its importance, and the legal questions in- 
volved, the message ought to go to the Committee on the 
Judiciary. 

The VICE PRESIDENT. Let the Chair say to the Sena- 
tor from Utah that a bill dealing with the entire matter 
involved in the letter from the President to the Presiding 
Officer of the Senate was introduced yesterday or the day 
before and referred to the Committee on Interstate Com- 
merce. In view of that fact, the Chair thought that the 
letter from the President should be referred to the same 
committee. 

Mr. KING. Mr. President, in view of the measure to 
which the President refers, I shall not insist upon any 
change of reference of the President’s letter, but I do insist 
that the committee which considers this question should 
take into account the fact that, as we are advised, there is a 
disposition upon the part of industry, including the oil in- 
dustry, so to modify the Sherman antitrust law and the 
Clayton Act as that industries may combine in order to 
conduct their operations. 

Of course, the suggestion is made that these combina- 
tions shall be effected under the control and supervision of 
some Federal agency. It seems to presage an introduction 
into our industrial life of the cartel system of Germany, 
changing materially the competitive systems under which 
5 country has been led to great heights of prosperity in 
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Mr. President, something may be said later upon these 
efforts to destroy our competitive system, repeal the Sher- 
man antitrust law and the Clayton Act, or further so to 
modify them as that combinations may form and a mon- 
opolistic control of industry be brought about in our country. 

Mr. ROBINSON of Arkansas. Mr. President, I desire to 
add a few words to the discussion that has been taking 
place. 

The communication of the President of the United States 
to the Vice President relates to a subject matter of very 
great importance. The oil industry apparently is in very 
great distress. The prices being received for the raw prod- 
uct are so low that they do not even approach the cost of 
production. 


The object of the message which has been received by the_ 


Vice President, and kindly laid before the Senate by him, is 
to assure that prompt consideration will be given to this 
subject matter. It expresses the hope that the subject mat- 
ter may be dealt with in one of the general bills which are 
now pending before the Congress, and I express the hope 
that the committees having jurisdiction of those bills will 
heed the suggestion that has been made, and give the matter 
attention. 

Mr. BARKLEY. Mr. President, I suppose I have no au- 
thority to speak for the committee to which this communica- 
tion and the bill have been referred, or for the chairman 
of the committee, but I think it is safe to give assurance that 
the committee will give earnest and thoughtful considera- 
tion to this message and to any measure that may be framed 
along that line. 

Mr. ROBINSON of Arkansas. The Senator refers to the 
Committee on Finance? 

Mr. BARKLEY. The Committee on Finance and the 
Committee on Interstate Commerce. 

Mr. ROBINSON of Arkansas. Both committees? 

Mr. BARKLEY. Both committees; yes. 

Mr. ROBINSON of Arkansas. Very well. I am very 
happy to receive that assurance. 


RELIEF FOR HOME OWNERS 


Mr. TRAMMELL. Mr. President, in the noon edition of 
the Washington Times I notice, in an article commenting 
on the emergency legislation which is to be proposed before 
the conclusion of this session, that the home loan bank bill 
which passed the House and is pending before a committee 
of the Senate may be abandoned if the opposition proves 
stubborn. That is a bill which has inspired hope in the 
breasts of millions and millions of home owners throughout 
the United States—hope that they will be able to secure 
some relief in the nature of loans to them for the purpose 
of refinancing and saving their homes from foreclosure. 

Mr. President, I have gone over that measure. I do not 
think it is as broad and as generous as it should be, and I 
have contemplated offering some amendment to it so that 
an owner may be able to obtain a loan. Most everyone has 
been taken care of in legislation, and will be, except the 
individual home owner who has a mortgage upon his prop- 
erty, or desires to obtain a loan upon his home. I just rose 
to state that I hope this article in the Times is a mistake, 
and that the measure referred to will not be abandoned, 
regardless of the stubbornness of the opposition. I myself 
do not know of any opposition, but the bill has been pend- 
ing for some time; it was referred to the committee on 
May 1 but has not yet been reported back to the Senate. 

Mr. McKELLAR. Mr. President—— 

The VICE PRESIDENT. Does the Senator from Florida 
yield to the Senator from Tennessee? 

Mr. TRAMMELL. I yield. 

Mr. McKELLAR. I wish to say that I join whole- 
heartedly in the sentiments expressed by the Senator from 
Florida. I have many letters every day, probably a score 
of them, from people in my State whose homes are about 
to be sold. They are intensely interested in this subject. 
I do not think that there is anybody in the country more 
interested in legislation than are the home owners. So I 
sincerely hope that this bill will not be abandoned, but that, 


CONGRESSIONAL RECORD—SENATE 


May 20 


on the contrary, it will be passed at the earliest practicable 
moment. 

Mr. BARKLEY and others addressed the Chair. 

The VICE PRESIDENT. Does the Senator from Florida 
yield; and if so, to whom? 

Mr. TRAMMELL. I yield the floor. 

Mr. BARKLEY. I want to say that I did not hear the 
reading of the newspaper article by the Senator from 
Florida, and I do not know what the article contains; but, 
as I am a member of the subcommittee of the Committee 
on Banking and Currency, considering the home loan bank 
bill, I can say that, so far as that subcommittee is con- 
cerned, and so far as the full committee is concerned, there 
has been no discussion of abandoning this proposed legis- 
lation; there has been no intimation that it is to be aban- 
doned; but there has been some delay in the ability of the 
subcommittee to get the bill ready and to report it to the 
full committee, largely because the members of the sub- 
committee have been engaged in the preparation of other 
important legislation and have found difficulty in attending 
to their multifarious duties all at the same time. However, 
we expect and hope early next week to report the measure 
to the full committee and get it reported to the Senate and 
put upon the calendar. 

Mr. TRAMMELL. Mr. President, I am very glad to hear 
the statement of the Senator from Kentucky, and from it I 
gather the impression that the writer of the article to which 
I have referred was mistaken when he stated that the bill 
would probably be abandoned if it was stubbornly opposed. 

Mr. McADOO. Mr. President, I may say, supplementing 
what my colleague on the committee, the distinguished Sena- 
tor from Kentucky [Mr. BARKLEY] has just said, that as a 
member of the subcommittee dealing with this subject I can 
inform the Senator from Florida that the subcommittee has 
almost perfected this bill. I think we succeeded in putting 
the final touches on it this morning. There has been great 
difficulty in dealing with this very complex subject, and no 
time has been lost in trying to work it out, but many mem- 
bers of the committee, as the Senator from Kentucky has 
stated, are engaged on other subcommittees, and it has not 
always been possible to have meetings as promptly as we 
desired. I think, however, that the report of the subcom- 
mittee will go to the full committee early next week, and 
we hope to have the bill reported to the Senate during the 
same week. 

A NEW MEDIEVALISM—ARTICLE BY GUGLIELMO FERRERO 


Mr. BONE. Mr. President, the unhappy and somber pic- 
ture presented by the present world conditions has impelled 
the President recently to address a communication to all 
the leading countries of the world. A gentleman who, I 
think, is an outstanding historian, Professor Ferrero, has 
recently prepared a very brief, lucid, and penetrating article 
dealing with world conditions which I think is as fine a 
bit of writing dealing with that matter as I have seen in 
many months. I ask unanimous consent that it may be 
inserted in the Recorp. It is very brief. 

There being no objection, the article was ordered to be 
printed in the RECORD, as follows: 


[From the Washington Herald, May 17, 1933] 
A NEW MEDIEVALISM 
By Guglielmo Ferrero 

Geneva—Happily there are still the Jews in the world! They, 

at least, scream and struggle when they are flayed alive. 

For 15 years the world has been full of horrors. On all sides 
there is massacre, pillage, deportation; scaffolds are erected, 
prisons are filled, and entire peoples are reduced to a state of 
slavery. No one is moved; no one even knows about it. 

Millions have been spent on laying cables across the earth, 
wireless telegraphy has been invented, we can telephone from 
one continent to another. Newspapers spend fabulous sums in 
order to have the latest news. And never as at the present time 
have the free peoples so completely ignored the violence to which 
2 enslaved peoples are subjected. It is a silent strangling of all 

In certain countries of old civilization the inquisition has been 
restored, the liberty to think, speak, or print suppressed; savants, 
professors, and journalists have been 8 to the rank of 
salaried agents of force. In what free country have the savants, 
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professors, and journalists been moved? How much have they 
exerted themselves, even to merely sign a protest? It that 
the liberty of others is a matter which concerns no one. 

In certain countries it is religion, in others science, which is 
persecuted. Many thousands of young men languish in the 
prisons of Europe because they wished to pray to God or study 
and judge the world according to the free aspiration of their 
own souls. The world does not even know. The churches are 
as indifferent as the universities. The tribunals of the countries 
under dictatorship are highly perfected machines; they massacre 
in silence. 

The world seems to have no more sensibility or conscience. The 
indifference to liberty of the free countries is one of the most 

phenomena of our epoch. After allowing 10,000,000 men 
to be butchered for liberty in the Great War, France, England, and 
the United States look on unmoved while tyranny takes on 
of nearly all countries. Sometimes they even encourage it with 
their imprudent sympathy. 

Germany would also have been trampled on and stained with 
blood by despotism, without the world perceiving it, had not 
Hitler conceived the idea of attacking the Jews. In this case, 
happily, a dictatorship has for the first time come into collision 
with a race and a religion capable of resistance. May this reac- 
tion be welcomed by all free men as a sign of hope. 

Once more the Jews will have suffered for themselves and for 
humanity. Their cries of rage and pain have partially awakened 
the West. And it begins to ask: 

“But what are these dictatorships which render possible perse- 
cutions of which only the Middle Ages were capable?“ 

Let us hope that the West is not about to relapse into its cow- 
ardly somnolence. On the day when the West asks itself seriously 
where the world is going it will perceive that this persecution of 
the Jews is not the only medieval barbarity which is reviving in 
the war-devastated world. There are others not less grave. It is 
time to perceive them and be moved by them. For little by little 
we are unconsciously sinking into a Middle Age far worse than 
the first, for it will be a Middle Age with nitroglycerine. 


EXECUTIVE SESSION 


Mr. ROBINSON of Arkansas. I move that the Senate 
proceed to the consideration of executive business. 
The motion was agreed to; and the Senate proceeded to 
the consideration of executive business. 
EXECUTIVE MESSAGES REFERRED 


The VICE PRESIDENT laid before the Senate several 
messages from the President of the United States submit- 
ting nominations, which were referred to the appropriate 
committees. 

(For nominations this day received, see the end of Senate 
proceedings.) 

NOMINATION OF CHARLES E. JACKSON—NOTIFICATION TO THE 

PRESIDENT 

Mr. SMITH. Mr. President, yesterday I overlooked ask- 
ing that the President be notified of the confirmation of 
the nomination of Mr. Charles E. Jackson to be Deputy 
Commissioner in the Bureau of Fisheries. 

The VICE PRESIDENT. Is there objection to notifying 
the President of the confirmation of the nomination? The 
Chair hears none, and it is so ordered. 

THE CALENDAR 


The VICE PRESIDENT. Reports of committees are in 
order. If there be none, the calendar is in order. 

The legislative clerk announced Executive C (72d Cong., 
2d sess.), a treaty between the United States and the Do- 
minion of Canada for the completion of the Great Lakes- 
St. Lawrence deep waterway, signed on July 18, 1932, as 
first in order on the calendar. 

Mr. ROBINSON of Arkansas. I ask that the treaty go 
over. 

The VICE PRESIDENT. The treaty will be passed over. 

THE ARMY—GEORGE SHERWIN SIMONDS 


The legislative clerk read the nomination of George 
Sherwin Simonds to be major general in the Army. 

The VICE PRESIDENT. Without objection, the nomina- 
tion is confirmed. 


JAMES FULLER M’KINLEY 


The legislative clerk read the nomination of James Ful- 
ler McKinley to be The Adjutant General. 

Mr. TYDINGS. Mr. President, I do not want to take the 
time of the Senate today, but I do think that there is a 
state of facts which the Senate ought to have in connection 
with a motion to confirm the nomination of General McKin- 
ley. I have nothing personal against General McKinley, 
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but I do not think there are enough Senators present this 
afternoon to consider the matter; and I will ask that it go 
over until Monday, when more Senators shall be here. 
The VICE PRESIDENT. The nomination will be passed 
over. 
FURTHER ARMY NOMINATIONS 


The Chief Clerk read sundry nominations of appointments 
in the Regular Army, appointments by transfer in the Regu- 
lar Army, and promotions in the Regular Army. 

The VICE PRESIDENT. Without objection, the nomi- 
nations are confirmed. 

THE NAVY 

The legislative clerk read sundry nominations of promo- 
tions of officers in the Navy. 

The VICE PRESIDENT. Without objection, the nomina- 
tions are confirmed. That completes the calendar. 

RECESS 


The Senate resumed legislative session. 

Mr. ROBINSON of Arkansas. I move that the Senate 
take a recess until the conclusion of the proceedings of the 
Senate sitting as a Court of Impeachment on Monday next. 

The motion was agreed to; and (at 2 o’clock and 5 min- 
utes p.m.) the Senate, as in legislative session, took a recess 
until the conclusion of the proceedings of the Senate sitting 
as a Court of Impeachment on Monday, May 22, 1933, the 
hour of meeting of the Senate sitting as a Court of Impeach- 
ment being 12 o’clock meridian. 


NOMINATIONS 
Executive nominations received by the Senate May 20 (legis- 
lative day of May 15), 1933 
SECRETARY IN THE DIPLOMATIC SERVICE 
Hooker A. Doolittle, of New York, now a Foreign Service 
officer of class 5 and a consul, to be also a secretary in the 
Diplomatic Service of the United States of America. 
FEDERAL TRADE COMMISSIONER 
Ewin Lamar Davis, of Tennessee, to be a Federal Trade 
Commissioner for the term expiring September 25, 1939, vice 
Charles W. Hunt. 
COMPTROLLER OF CUSTOMS 
Arthur A. Quinn, of New Jersey, to be Comptroller of Cus- 
toms in Customs Collection District No. 10, with headquar- 
ters at New York, N.Y., in place of Arthur F. Foran. 


CONFIRMATIONS 
Executive nominations confirmed by the Senate May 20 (leg- 
islative day of May 15), 1933 
FEDERAL EMERGENCY RELIEF ADMINISTRATOR 

Harry L. Hopkins to be Federal Emergency Relief Ad- 

ministrator. 
APPOINTMENTS IN THE REGULAR ARMY 

George Sherwin Simonds to be major general. 

Claude Ernest Brigham to be Chief of the Chemical War- 
fare Service. 

Edward Croft to be Chief of Infantry. 

Alfred Theodore Smith to be brigadier general. 

Francis Lejau Parker to be brigadier general. 

Pegram Whitworth to be brigadier general. 

Sherwood Alfred Cheney to be brigadier general. 

David Lamme Stone to be brigadier general. 

Edgar Thomas Conley to be Assistant The Adjutant Gen- 
eral, Adjutant General’s Department. 

Albert Ernest Truby to be Assistant to the Surgeon Gen- 
eral, Medical Corps. 

Creed Fulton Cox to be Chief of the Bureau of Insular 
Affairs. 

APPOINTMENTS, BY TRANSFER, IN THE REGULAR ARMY 

Capt. Paul Shober Jones to Judge Advocate General’s De- 
partment. 

Capt. Eugene Ferry Smith to Judge Advocate General's 
Department. 

First Lt. George DeVere Barnes to Quartermaster Corps. 
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PROMOTIONS IN THE REGULAR Army 
Michael Charles Grenata to be captain, Corps of Engineers. 
Arthur Layton Cobb to be first lieutenant, Field Artillery. 
Benjamin Beckham Warriner to be lieutenant colonel, 
Medical Corps. 
William Dey Herbert to be lieutenant colonel, Medical 
Corps. 
Eugene Milburn to be lieutenant colonel, Dental Corps. 
Lowell B. Wright to be lieutenant colonel, Dental Corps. 
Harry Morton Deiber to be lieutenant colonel, Dental 
Corps. 
James G. Morningstar to be lieutenant colonel, Dental 
Corps. 
George Jefferson McMurry to be chaplain with the rank 
of major. 
APPOINTMENT IN THE OFFICERS’ RESERVE CORPS 
GENERAL OFFICER 
Alvin Horace Hankins to be brigadier general 
PROMOTIONS IN THE Navy 
To be captain 
Randall Jacobs. 
To be lieutenant commanders 
John W. Roper Byron J. Connell 
Franz O. Willenbucher Arthur Gavin 
William N. Updegraff Andrew Crinkley 
William E. Clayton George L. Compo 
John H. Cassady William J. Graham 
Thomas W. Mather 
To be lieutenants 
Wayne N. Gamet 
Theodore J. Shultz 
Edward W. Young 
To be surgeons 
Charles G. Terrell 
Howell C. Johnston 
To be paymasters 
John A. Fields 
Dillon F. Zimmerman 


Howell C. Fish 
Thomas H. Templeton 
Edwin R. Wilkinson 


Francis L. Gaffney 
Russell D. Calkins 
Maurice M. Smith 
To be assistant naval constructors 

Philip F. Wakeman Oscar M. Browne, Jr. 
Leslie E. Richardson Robert E. Perkins 
Howard R. Garner Robert T. Sutherland, Jr. 
Harold M. Heiser Harry W. Englund 
Stanley M. Alexander Marvin H. Gluntz 

To be chief carpenter 
Harold S. Hamilton. 

To be chief pay clerk 


William F. Bogar. 


HOUSE OF REPRESENTATIVES 


SATURDAY, May 20, 1933 


The House met at 11 o’clock a.m. 
The Chaplain, Rev. James Shera Montgomery, D.D. 
offered the following prayer: 


Amid this sweet stillness, while we bow, Lord of mercy, 
hear us and forgive. As we live in Thy presence, so we live 
in Thy strength. Let this benediction of love supply a fresh 
reason why we should delight in Thee and acknowledge our 
daily blessings as Thy bountiful gifts. Heavenly Father, 
come with us; give us Thy guidance, that we may not indulge 
in intemperate speech or in pride or in willfulness. O keep 
our whole lives with large thoughts, fine emotions, and in 
fellowship with the things above. These blessings, dear 
Lord, will be a precious discipline against the day of fric- 
tion and in the hour of humiliation. Bless all of us with 
good health, with the joy and peace of a good life. Amen. 


The Journal of the proceedings of yesterday was read and 
approved. 
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CONTROL OF OIL PRODUCTION 


The SPEAKER laid before the House the following com- 
munication from the President of the United States: 


THE WHITE HOUSE, 
Washington, May 20, 1933. 

My Dear MR. SPEAKER: As the Congress is doubtless aware, 
a Serious situation confronts the oil-producing industry. Be- 
cause oil taken from the ground is a natural resource which 
once used cannot be replaced, it is of interest to the Nation 
that its production should be under reasonable control for 
the best interests of the present and future generations. 

My administration for many weeks has been in conference 
with the Governors of the oil-producing States and with 
component parts of the industry, but it seems difficult, if not 
impossible, to bring order out of chaos only by State action. 
In fact, this is recognized by most of the Governors con- 
cerned. 

There is a wide-spread demand for Federal legislation. 
May I request that this subject be given immediate attention 
by the appropriate committee or committees? The Secre- 
tary of the Interior stands ready to present any information 
or data desired. 

May I suggest further that in order to save the time of 
the special session it might be possible to incorporate action 
relating to the oil industry with whatever action the Con- 
gress decides to take in regard to other industries; in other 
words, that consideration could be given at the same time 
that action is taken on the bills already introduced and now 
pending in committee. 

Very sincerely yours, 
FRANKLIN D. ROOSEVELT. 

Hon. Henry T. RAINEY, 

Speaker of the House of Representatives, 
Washington, D.C. 


Mr. MARLAND. Mr. Speaker, I ask unanimous consent 
to address the House for 10 minutes on the subject of oil. 

The SPEAKER. Is there objection? 

There was no objection. 

Mr. BYRNS. Mr. Speaker, I have not objected to this re- 
quest, but I shall be compelled to object to any other request 
for time to discuss matters foreign to the two matters we 
have up today. We want to get through with this general 
debate today on the banking bill. 

Mr. SNELL. Mr. Speaker, will the gentleman yield? 

Mr. BYRNS. Yes. 

Mr. SNELL. Does the gentleman expect to bring up the 
program he referred to yesterday? 

Mr. BYRNS. Yes. The first matter under consideration 
will be the rule relating to the Agricultural Institute, and 
then it is expected that a rule relating to the banking bill 
will be taken up for consideration. We are very anxious to 
conclude the general debate on the last bill today, so that 
we can take it up under the 5-minute rule on Monday and 
complete it. I do not know that anybody is going to ask for 
time to speak, and I make this statement in advance. I shall 
be compelled to object to any further requests for time. 

Mr. WOODRUM. Mr. Speaker, I call the gentleman’s at- 
tention to the fact that yesterday it was tentatively agreed 
that my colleague should have permission to ask unanimous 
consent. 

Mr. BYRNS. Oh, I have no objection to giving unani- 
mous consent in the case referred to, which I recall; but I 
shall object to anyone who desires to make a speech. 

Mr. MARLAND. Mr. Speaker, I am presenting today a 
bill which is the result of many weeks of effort by the Gov- 
ernment and the oil industry to atone for the crime of the 
century, the despoliation of the oil fields of this country 
through the lack of technical knowledge of some and the 
greed of other producers, causing the waste of that great 
natural resource. Since the geology of petroleum has be- 
come better-known, the oil-producing States have recognized 
this waste and have passed conservation laws to protect their 
oil resources. The present Interstate Commerce Act inter- 
feres with the proper operation of the State conservation 
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laws and permits the shipment in interstate commerce of 
oil produced in violation of those laws. The purpose of this 
bill is to aid and assist the oil-producing States in enforcing 
those laws intended to prevent both physical and economic 
waste. 

The greatest problem confronting the petroleum industry 
today lies in the fact that, while the market demand for 
crude petroleum in the United States is very large, the State 
of California alone can produce the amount required; the 
State of Texas alone can produce the required amount; the 
State of Oklahoma alone can produce the required amount 
at the present time and for a short space of time. The re- 
sources of Venezuela, Rumania, Russia, and Iraq are each 
of them capable of satisfying this demand without any as- 
sistance from other fields. 

Continued uncontrolled production will mean closing 
many fields in other States, destroying hundreds of thou- 
sands of small wells whose ultimate production will be 
greater than the total ultimate production of the 30,000 
wells whose open flow is now destroying the market for the 
300,000 older wells. These wells with settled production rep- 
resent the most valuable known petroleum resources in the 
country and must not be destroyed. 

To assist the States in carrying out the purpose of their 
conservation laws, Congress should authorize someone to act 
as umpire between these various States who after consulta- 
tion with the authorities of the several oil-producing States 
might allocate to each of the oil-producing States its fair 
share of the general market, in this way protecting the cor- 
relative rights of the oil-produring States in the enjoyment 
of a common market. For the purpose of protecting our oil 
fields in this country, Congress must also limit the amount 
of oil that can be brought into our market from foreign 
countries. 

No dictator is provided in this bill whose purpose is to 
preserve and protect the correlative rights of the oil-produc- 
ing States and to assist them in the proper enforcement of 
their oil-conservation laws.” The Secretary of the Interior 
is given power to act in conjunction with State officials in 
order to protect these correlated rights. 

After setting forth the emergency nature of this legisla- 
tion and its limit to 2 years from the date of enactment, 
the bill declares that it is the policy of Congress to protect 
the Nation’s oil supplies for present use and future necessi- 
ties, for the national defense, and to prevent waste in their 
production and marketing in excess of the reasonable market 
demand or in violation of the laws of the producing State. 
This bill also declares it unlawful to deliver or receive for 
transportation in any manner any natural gas, petroleum, 
or petroleum products produced or withdrawn from storage 
in excess of the market demand determined by the Secretary 
of the Interior or in violation of any of the laws of the pro- 
ducing State. 

No crude petroleum or its products may be imported, un- 
der this bill, into the United States without a certificate 
from the Secretary of the Interior stating that such crude 
petroleum or its products are imported in accordance with 
regulations concerning the market demand, provided that 
so long as the United States has the capacity to produce suf- 
ficient crude petroleum to supply the Nation’s consumption 
demands and its export trade, the Secretary is directed to 
limit petroleum imports to the daily average during the last 
6 months of 1932. Imports under bond for the purpose of 
exporting after processing or refining in this country are 
exempted from this provision. 

Allocations to the oil-producing States of their equitable 
proportions of the total market demand are to be made by 
the Secretary of the Interior in order to protect the cor- 
relative rights of the oil-producing States. Where any State 
fails to accept the amount determined as its equitable pro- 
portion of the Nation’s production, the Secretary is author- 
ized to appoint an emergency committee, representative of 
the public interest in such State, to prorate equitably the 
State’s production to pools, areas, or common sources of 
supply. In case such a committee cannot agree, the Secre- 
tary himself may establish these production allowables. 
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The Secretary is directed in order to prevent the prenia- 
ture abandonment of wells of settled production to establish 
a minimum price no less than the average costs of such wells 
and in determining when such abandonment would be pre- 
mature is directed to take into consideration the interests 
of the purchasing and consuming public and the oil industry 
as a whole. 

The investigation of any monopolistic practices, investiga- 
tion of the feasibility of divorcing pipe lines from affiliated 
refineries or holding companies, devising practical means for 
attaining such divorce and initiation of rates and regula- 
tions on transportation and storage, the establishment of 
minimum rates of pay after conference with employers and 
employees, power to seek mandatory or other injunctions 
against violators, recommendations to the States that they 
enact uniform conservation laws, including control of drilling 
and producing, retention underground of crude petroleum 
whose production would be in excess of the market demand, 
equitable apportionment to owners of a common source of 
oil and authorization for unit operation are other provisions 
set forth in the bill. 

A tax of 50 cents per barrel in addition to all other taxes 
is levied upon all petroleum produced in excess of the market 
demand as established by the Secretary. A tax of one 
fourth of a cent per barrel is levied upon all petroleum 
produced in accordance with the market demand, the pro- 
ceeds of this tax to be used in providing funds to meet the 
expenses incurred in enforcement of the measure. 

Fines from $1,000 to $5,000 with imprisonment of 1 year 
to 5 years are provided for individual violators of this act, 
while corporations violating it are to be subject to fines from 
$5,000 to $10,000 for each day of such violation. 

The bill is the result of many weeks of work in the Interior 
Department, after the hearings held before the Secretary of 
the Interior, at which the Governors of the oil-producing 
States were represented, and after many consultations with 
oil men representing all branches of the industry. The bill 
was finally prepared by the Solicitor for the Interior Depart- 
ment and introduced by me yesterday at his request. It is 
intended to preserve the petroleum industry from total col- 
lapse. That industry is now losing at the rate of a million 
dollars a day in its various branches. 

Mr. HASTINGS. Mr. Speaker, will the gentleman yield? 

Mr. MARLAND. Yes. 

Mr. HASTINGS. What is the average price of oil now in 
the Oklahoma-Texas field? 

Mr. MARLAND. Oil is selling today in Texas, Oklahoma, 
and Kansas for 25 cents a barrel. 

Mr. HASTINGS. The gentleman is an experienced oil 
man. About what does it cost to produce oil in that field 
and under those circumstances? 

Mr. MARLAND. The average cost of production in the 
midcontinent field of the United States is figured at $1.07 
per barrel. 

Mr. HASTINGS. So that there is a loss of 82 cents a 
barrel? 

Mr. MARLAND. Yes. 

Mr. FORD. Is that price paid for oil due to the fact that 
there is an overproduction or to the fact that the oil com- 
panies, the big crowd, own and control the pipe lines and can 
pay any price that they want to pay? 

Mr. MARLAND. That is a double-barreled question. So 
far as overproduction is concerned, it is not the result of 
actual overproduction so much as it is the result of the 
threat of overproduction. As to the second part of the 
question, the pipe-line companies or their purchasing com- 
panies do post the price of oil and control the price of 
oil at the well. There are thousands of producing and 
refining companies in this country that will go to the wall 
this summer if Congress does not take some action at this 
special session to stop the racketeers and the bootleggers in 
the petroleum industry. The oil-producing States in the 
mid-continent field have passed sane, fair, well-considered 
legislation to conserve their oil resources, but those States 
are helpless to protect themselves against the racket of 
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unlawful preduction of oil and the shipment of that illegally Mr. BAILEY. I understood the gentleman to say that 


produced oil in interstate commerce. 

Mr. DUNN. Mr. Speaker, will the gentleman yield? 

Mr. MARLAND. Yes. 

Mr. DUNN. Does the gentleman know how much oil is 
shipped in from foreign countries at the present time? 

Mr. MARLAND. At the present time approximately 
150,000 barrels a day. 

Mr. WEIDEMAN. Mr. Speaker, will the gentleman yield? 

Mr. MARLAND. Yes. 

Mr. WEIDEMAN. So that the Members may understand 
the terms the gentleman uses I wish he would tell us just 
whom he includes in the bootleggers and racketeers, so that 
we can follow his argument. 

Mr. MARLAND. Any producer of oil, large or small, that 
produces oil in violation of the laws of the State in which 
he is producing. All of the racketeers are not small 
producers. 

Mr. SNYDER. Will the gentleman yield? 

Mr. MARLAND. I yield. 

Mr. SNYDER. The gentleman spoke of the oil-producing 
States. Does he include Pennsylvania in that? 

Mr. MARLAND. I do. 

Mr. SNYDER. Does it cost more to produce oil in the 
State of Pennsylvania than it does in Oklahoma? 

Mr. MARLAND. Undoubtedly. 

Mr. SNYDER. Is it a higher grade oil and does it sell 
for more than it does in the gentleman’s State? 

Mr. MARLAND. Yes. 

Mr. SNYDER. Is the racketeering going on in our State 
of Pennsylvania the same as in the gentleman’s State? 

Mr. MARLAND. I cannot speak advisedly on that. I 
think not. 

Mr. SNYDER. Is there a sufficient duty on oil being 
shipped from foreign countries to prevent that shipment into 
the United States? 

Mr. MARLAND. That question is not in this bill. I 
think the duty is not sufficient to protect the Pennsylvania 
oil fields. 

The purpose of this bill is to aid and assist the oil-pro- 
ducing States in enforcing their conservation laws passed to 
prevent the waste of this irreplaceable natural resource. 
The people of the United States are widely interested in this 
subject. A continuation of uncontrolled production of oil 
in flush fields will mean the closing of 300,000 small wells 
in the United States. Those old small wells are a great 
national asset. The old wells of the State of Pennsylvania 
are a great asset to this Nation. The ultimate yield of oil 
from the 300,000 small wells in the United States will be 
vastly greater than the yield from the 30,000 or 50,000 flush 
wells in the United States. The small wells, therefore, must 
not be destroyed. 

No one with knowledge of the subject can predict at this 
time, with any degree of certainty, the amount of our na- 
tional petroleum resources, or how soon the time will come 
when every barrel from these small wells will be needed. 
Anyone versed in geology of petrolia will tell you that all 
wells in the United States at present existing will be in- 
capable in 3 years from this time of producing an amount 
of oil sufficient to meet the then current demand. Of course, 
we will probably discover new fields before the exhaustion 
of these old wells, and I do not look for a shortage of oil 
for many years to come. But some day that shortage is 
coming, and this country should take steps immediately to 
preserve this great natural resource. 

The bill I have introduced, as I say, is the result of the 
work of the Interior Department. It represents many weeks 
of earnest study and consultation. I hope it will be pos- 
sible to hold hearings immediately on this bill and have it 
reported out for consideration and passage by this House 
during this special session. If that is not done, a great 
majority of corporations in the petroleum industry will 
fail before this summer is over and an irreplaceable natural 
resource will be lost. 

Mr. BAILEY. Will the gentleman yield? 

Mr. MARLAND. I yield. 


VVV State in conserving 
oil? 

Mr. MARLAND. That is right. 

Mr. BAILEY. Is it not a fact that the purpose of this 
bill is to oppose the State of Texas in the exercise of its 
power to govern oil production in this State? 

Mr. MARLAND. The purpose of this act is to protect 
the relative rights of the oil-producing States. The State 
of Texas needs protection itself from imports from Venezu- 
ela, Rumania, and Mesopotamia. 

Mr. BAILEY. But it is a fact, is it not, that the oil indus- 
try is opposed to the order which the constituted authorities 
of the State of Texas have issued permitting production 
from the east Texas field? 

Mr. MARLAND. The oil interests? 

Mr. BAILEY. The oil industry and the oil men. 

Mr. MARLAND. I think there are very few oil men who 
at this time seek to violate the orders of the Railway Com- 
mission of Texas. 

Mr. BAILEY. But the gentleman did not answer my 
question. The order of the Railroad Commission of Texas 
permitted a total production of 750,000 barrels from east 
Texas. That is the thing which the oil industry is after 
suppressing, is it not? 

The SPEAKER. The time of the gentleman from Okla- 
homa [Mr. Martanp] has expired. 


MARKETING OF APPLES AND PEARS 


Mr. ROBERTSON. Mr. Speaker, I ask unanimous con- 
sent for the present consideration of the bill (H.R. 4812) to 
promote the foreign trade of the United States in apples 
and/or pears, to protect the reputation of American-grown 
apples and pears in foreign markets, to prevent deception or 
misrepresentation as to the quality of such products moving 
in foreign commerce, to provide for the commercial inspec- 
tion of such products entering such commerce, and for other 
purposes. 

The SPEAKER. Is there objection to the request of the 
gentleman from Virginia [Mr. ROBERTSON]? 

Mr. BLANTON. Reserving the right to object, Mr. 
Speaker, why should a bill of this kind come up in this way 
out of order? I cannot understand the reason for it. 

Mr. ROBERTSON. If the gentleman will permit me to 
explain, I will tell him why. This will be very helpful—— 

Mr. BLANTON. Has the President of the United States 
sent this bill here and asked that it be passed? 

Mr. SCHULTE. Mr. Speaker, I object. 


INTERNATIONAL INSTITUTE OF AGRICULTURE, ROME, ITALY 


Mr. POU. Mr. Speaker, I call up the resolution, H.Res. 
149. 
The Clerk read as follows: 


House Resolution 149 

Resolved, That upon the adoption of this resolution it shall be in 
order to move that the House resolve itself into the Committee of 
the Whole House on the state of the Union for the consideration of 
House Joint Resolution 149, authorizing an annual appropriation for 
the expenses of participation by the United States in the Interna- 
tional Institute of Agriculture at Rome, Italy, and all points of order 
are hereby waived. That after general debate, which shall be con- 
fined to the joint resolution and shall continue not to exceed 1 
hour, to be equally divided and controlled by the Chairman and 
ranking minority member of the Committee on Foreign Affairs, 
the joint resolution shall be read for amendment under the 5- 
minute rule. At the conclusion of the reading of the joint reso- 
lution for amendment the Committee shall rise and report the 
joint resolution to the House with such amendments as may have 
been adopted, and the previous question shall be considered as 
ordered on the joint resolution and the amendments thereto to 
final passage without intervening motion except one motion to 
recommit. 


Mr. BLANTON. Mr. Speaker, this is a very important 
matter, and I make the point of order that there is not a 
quorum present. I think there should be a quorum present. 

Mr. BYRNS. If the gentleman will reserve his point of 
order, I asked that the House meet at 11 o’clock today with 
the express promise to the House that we would take up these 
two rules and try to conclude general debate upon the bank- 
ing bill. If the gentleman is going to make a point of order 
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of no quorum and take 30 or 40 minutes to call the roll, we 
will have to stay here that much later tonight. 

Mr. BLANTON. I want to say to my friend that he knows 
he is my leader and I follow him, but I cannot follow him on 
something that is uneconomical and unsound. 

Now, what is the use of debating an important matter 
like this with only about 120 Members present, when the ones 
now absent are going to have to vote on it after a while and 
will not know anything about what they are voting on? 

Mr. BYRNS. Mr. Speaker, I am sure the Members will 
be here. 

Mr. BLANTON. Mr. Speaker, the gentleman from Ten- 
nessee has a way of getting them here without a roll call, 
and with his assurance that he will get them here, I am 
content. So I am still following my leader and withdraw the 
point of no quorum. 

Mr. KVALE. Mr. Speaker, will the gentleman yield for 
the submission of a unanimous-consent request? 

Mr. POU. Mr. Speaker, I yield for that purpose only. 

CONGRESS—THE NATION’S SCAPEGOAT 


Mr. KVALE. Mr. Speaker, I ask unanimous consent to 
extend my remarks by incorporating therein an article which 
appears in Scribners for June of this year entitled “ Congress, 
the Nation’s Scapegoat,” written by a former Member of 
this House in defense of the House, Hon. F. H. LaGuardia. 

Mr. MARTIN of Oregon. Mr. Speaker, I object. 

Mr. BLANTON. I hope the gentleman from Oregon will 
not object. 

Mr. KELLER. The article ought to be printed. 

Mr. BLANTON, This is from our good friend LaGuardia, 
and is the first time a kind word has been said for Congress 
in a long time. h 

Mr. MARTIN of Oregon. What is the nature of the 
article? 

Mr. KVALE. It is an article in defense of Congress and 
its procedure, showing the pressure that comes upon the 
Membership of this House from all kinds of agencies. 

Mr. MARTIN of Oregon. I understand the Recorp is 
reserved for speeches of present Members, not past Members. 

Mr. KVALE. I hope the gentleman will not object. 

Mr. BLANTON. I hope the gentleman will let it goin. It 
is the first kind word Congress has had in a long time. 

Mr. MARTIN of Oregon. Let me see the article. 
Speaker, I withdraw my objection. 

The SPEAKER. Is there objection to the request of the 
gentleman from Minnesota? 

There was no objection. 

Mr. KVALE. Mr. Speaker, under the leave to extend my 
remarks in the Recorp I include the following article written 
by F. H. LaGuardia, of New York: 


It has been my lot for the past 20 years to come to the defense 
of the persecuted. Invariably that meant being in a minority. 
It would seem, therefore, in keeping with that record, that it is 
timely and proper for me to come now to the defense of Congress. 
Congress may not be half as good as I believe it to be—certainly 
it is not one tenth as bad as Wall Street says it is. The drive— 
and it was a drive—against Congress and the well-planned, sys- 
tematic, organized attacks upon it were initiated by minority 
groups who for a long time had been the recipient of favored 
legislation, the beneficiaries of legalized exploitation, the pro- 
moters of inequitable laws. The abuse of and antagonism to Con- 
gress were started by the financial interests concentrated on the 
lower tip of Manhattan Island. They soon became contagious. 
The whole country for several months has been heaping abuse 
upon its own chosen representatives. 

Only representative government is suitable to the American peo- 
ple. They are not adapted to any other kind of government. 
Countries that have never had or have been deprived of repre- 
sentative government have a full appreciation of the benefits and 
necessity of a Parliament or Congress. There has been great 
clamor recently on the part of moneyed interests for a dictator- 
ship. Extraordinary powers granted to the President in our coun- 
try can be only occasional and temporary. A dictatorship simply 
could not endure, Even though an American dictator were super- 
humanly perfect and infallibly wise, there would be no stability 
or continuity of rights. If a dictator is despotic, the masses will 
revolt; if he is unduly benevolent, the classes will resist. It is not 
benevolence that the American people seek, but the enforcement 
of legally established rights. 

The framers of the Constitution might have failed in de 
the necessary regulation of an involved industrial system, which 
at the time did not exist and which was then beyond contempla- 
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tion. They did know human nature—the virtues and vices, the 
weaknesses and frailties of mankind. They provided as perfect a 
form of government as imperfect human beings could live under. 
They visualized an enormous population growth in this country 
and provided a form of government as nearly democratic as was 
possible in a country of extensive territory and for a nation of 
millions of people. Most reformers of economics are constitutional 
fundamentalists. Representative government is not suited to a 
small class who would own all the property and money and con- 
trol the destinies of a country. Representative government con- 
trolled by the people will not indefinitely tolerate exploitation of 
the workers, concentration of wealth, and mass poverty. Eco- 
nomic security for all willing workers is a concomitant 
with political freedom and individual liberty guaranteed by our 
Constitution. The Constitution created Congress. Its powers are 
well defined. Abuse of Congress is the privilege of every free Amer- 
ican citizen. Criticism and abuse of a dictator would not be tol- 
erated. Suppression of opinion is the first restriction the Ameri- 
can people would feel. 

Naturally, Congress has its faults. It often takes time to enact 
legislation. Long-drawn-out debates and discussions are the rule. 
An impartial review of the legislative history of this country will 
disclose that a great deal of vicious legislation has been defeated 
by what might at the time have seemed unduly protracted debates. 
It will also be seen that the greatest mistakes haye been made 
when legislation was jammed through without proper and com- 
plete debates and discussion, under the pressure of unexpected 
emergencies. I fear some of the recently enacted legislation may 
prove that way. 

Congress is a representative body. It is but natural that there 
should be every shade of thought and viewpoint in that body. 
That is what makes it representative. Every section of the coun- 
try has its local interests. It is quite in keeping with proper 
Tepresentation to seek to reconcile, as far as is compatible, local 
interests with national legislation. Nothing short of complete 
hearings on all sides of a subject before committees, followed by 
full debate in the House and Senate, would enable final adjust- 
ment and compromise on legislation for a country of such mag- 
nitude and diversified interests as ours. 

Lobbying has been going on from the first session of the first 
Congress. In all likelihood it will continue. There are different 
kinds of lobbying. Some are quite legitimate. Of the illegitimate 
lobbying I would say it has very little direct influence on Con- 
gress. Many State legislatures have enacted antilobbying laws 
when activities became too brazen and disreputable. At one time 
we had an epidemic of antilobbying bills pending in both Houses 
of Congress. I doubt if such laws really are effective. They do 
not hurt the faker and do not deter the rogue, A lobbying law 
will no more prevent lobbying than prohibition prevented drink- 
ing. The vicious lobbyist will always work under cover and he 
knows how and what contacts to make. Such lobbyists seldom 
make contacts directly with Members of Congress. So-called “ big 
lobbyists" do not operate in Washington. Their approach is 
through the political boss back home. It is in this way that a 
legislator is very often delivered.“ He may be entirely innocent, 
though not alert. If he is up to his job and legislates according 
to his judgment and conscience, nothing of the sort can be put 
over on him. A thoroughly honest but politically weak legislator 
who would indignantly spurn the suggestions of a lobbyist might 
willingly accept the ostensibly friendly advice of a political boss. 
Our political system is at fault—not Congress as a constitutional] 
institution. 

Many lobbyists receive big fees. Disclosures by a United States 
senatorial investigation committee some time ago revealed huge 
fees received by men whose names were not known to the vast 
majority of Members of the House and Senate. Their 
were with the “ big shots” of political parties, In the case of the 
sugar lobby—with the “very big shots.” 

Then there is the secret or implied obligations assumed by 
political parties. Just before election when resolution committees 
of political parties are formulating platforms, their financial 
committees are seeking contributions. It can safely be said that 
large contributions are generally given with the expectation of 
returns in some form or another. The big contributor to political 
campaigns makes it his business to see to it that his contribution 
is made through the right contact man. Perhaps nothing is said 
at the time the contribution is made. Later when legislation is 
pending that affects that contributor, the former acquaintance is 
renewed, the subject discussed, obligation recalled, and desired 
results obtained. This is true of both parties. 

The control of national legislation by predatory interests began 
to slip after the ratification of the seventeenth amendment to the 
Constitution. The popular election of Senators made it difficult 
for special interests to control Congress. Since then these same 
interests which became powerful and rich through special legisla- 
tion and for many years were able to check social, welfare, and 
progressive laws, commenced their attacks on Congress and have 
kept it up ever since. The attacks cease only during those periods 
when crises demand legislation. As soon as the legislation is 
obtained, the attack is renewed and a howl is heard for Congress 
to adjourn, go home, and “ give business a chance.” 

Ingress was directly blamed by members of the New York 
Stock Exchange in their circulars, letters, bulletins, and in paid 
advertisements for the decline of stock and security prices. Yet 
the greatest decline took place during the time that Congress was 
not in session. In the same breath in which the very men respon- 
sible for the bank crashes, security frauds, and tax evasions 
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were abusing Congress, it was necessary for the President to call 
a special session of Congress to provide relief for them. When 
Congress authorized the issuance of currency and provided emer- 
gency measures to meet the banking situation, it was all hail to 
Congress. At the moment of this writing, when Congress is strug- 
gling with farm relief, the same bankers, stockbrokers, bond 
mongers, and fioor traders are shouting for Congress to adjourn 
and denouncing all farm-relief measures as demagogic, unsound, 
and disastrous. 

The Government is no longer something mysterious, distant, and 
impersonal. A long period of public education has been slowly 
taking effect. Economic necessity has hastened the process. The 
people have learned that the Government is in their control. The 
people have learned that the Representative in the House is there 
to reflect the views of his neighbors back home and that their 
Senator is there to refiect the viewpoint of his State. They de- 
mand contact with their representatives and information as to 
the activities of Congress. 

Recently there has been coined the phrase “ organized minority.” 
This phrase was coined by qualified experts who themselves actu- 
ally are an organized minority. Much has been said about the 
power of minority groups and of the weakness of Congress in sub- 
mitting to the demands of organized minorities. Veterans’ legis- 
lation is constantly cited as an example of the power of an 
organized minority. When veterans’ legislation was enacted, it 
was at the demand not of a minority group but of an overwhelm- 
ing majority of the American people. When this majority aban- 
doned the veterans or left the veterans to themselves and asked 
Congress to change existing laws in order to reduce expenditures 
for allowances theretofore authorized to veterans Congress re- 
sponded immediately. 

The actual situation of the so-called “organized minority of 
veterans can be easily analyzed. It was not a minority. The 
average congressional district is composed of about nine counties. 
There are but 65 Members of the House out of 435 whose districts 
are entirely within city limits. It is true that the number of 
veterans of the World War constitutes but a small percentage of 
our entire population. Yet let us look at the situation. There are 
thousands of veterans’ posts scattered throughout the United 
States. There are 5 or 6 national veterans’ organizations and 
hundreds of local service organizations. These posts are in every 
city, town, and village in every county of every State. The 
veteran is not clannish—the organizations are not exclusive. Vet- 
erans are very active in their communities. Nothing is too good 
for the veterans” was the slogan of the nonservice people and 
adopted as a national policy. The veterans’ interest became the 
people’s interest. During that period of 5 or 6 years when most 
of the veterans’ legislation was enacted, everybody at home was 
for it. There were no protests. On the contrary, from every city, 
town, village, and hamlet came resolutions from patriotic, civic, 
social, fraternal, religious, and every other kind of organizations; 
yes, and from business associations, and also from boards of alder- 
men and town councils and city officials and even from State 
legislatures, urging the passage of the legislation for veterans 
which Congress was considering. It was not the result of the 
activities of a minority group at all—it was Congress in its repre- 
sentative capacity carrying out the almost unanimous demands of 
the American people. 

Later, there came strong protests against the immediate cash 
payment of the bonus. The veterans were then in a minority and 
the cash bonus bill was defeated during the first session of the 
Seventy-second Congress. As long as public opinion remains 
against it, there will be no such legislation. 

I have also heard it said that prohibition was brought about by 
an organized minority. I doubt that. The fight for prohibition 
had been going on in Congress for over 20 years. During that 
period State after State had adopted State-wide prohibition. Dele- 
gations from dry States voted for national prohibition. As the 
number of States in the dry column having State-wide prohibi- 
tion increased, likewise the number of votes in the House and 
Senate increased, until the number grew to the necessary two- 
thirds vote. I know, for I was in a lonesome minority in the early 
days of my opposition to prohibition and my legislative efforts for 
the repeal of the eighteenth amendment. The change of national 
sentiment on prohibition was gradual. It took 10 years, five Con- 

, from the time when I first exposed corruption, graft, waste 
of public funds, and even murder in the course of prohibition 
enforcement, when I was jeered and sneered at by the overwhelm- 
ing majority of my colleagues in the House, to the time when 
the resolution calling for the repeal of the eighteenth amendment 
was passed with a safe majority over the necessary two-thirds vote, 
after only 40 minutes’ discussion in that same House. It was 
necessary to undergo these years of trial before a large number of 
sincere American citizens who really believed in prohibition was 
convinced that as a national policy it was a failure and that as a 
national law it could not be enforced. When the majority of the 
American people realized that, their viewpoint was immediately 
reflected in the House of Representatives and in the United States 
Senate. It was not a wet minority group that brought about this 
change. There may be at this writing a wet minority group that 
will again become active in seeking to prevent proper supervision 
and regulation of the liquor traffic. That same minority might 
seek again to reinstate the liquor interests in politics and rees- 
tablish conditions of old. It cannot succeed. If it should be 
partially successful, public opinion of the majority would curb 
such activities and again the lid of prohibition would be clamped 
on. 
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The dwindling power of strong lobbies may be seen in the 
waning influence of the Manufacturers’ Association. This asso- 
ciation is a great organization composed of manufacturers through- 
out the country. In former times, when this organization or its 
predecessors made demands upon Congress, it generally got them. 
Its power is becoming less each year. It did have an isolated 
victory in the last tariff bill enacted in the Seventy-first Congress. 
That organization has written its last tariff bill. It could not now 
permanently block any piece of beneficial legislation. As a 
minority it is fighting national child labor laws. That flight is not 
over. The child-labor amendment to the Constitution will be 
eventually ratified in spite of the present setback. While I have 
heard the lobby of this organization severely criticized, its 
activities in Washington during the last 14 years have been within 
the realm of propriety as far as I have been able to observe. 
For many years it was able to defeat the anti-injunction Jaw 
curbing the abuse of the Federal courts in labor disputes and 

the use of the so-called “ yellow dog” contract. In 1932 
when a bill was finally perfected upon which all elements of the 
labor movement agreed and lawyers were convinced of its consti- 
ee all efforts of the Manufacturers’ Association were 
‘utile. 

A great deal has been said in metropolitan newspapers about 
the farm lobby and the farm bloc. The present plight of the 
farmers—and the lack of legislation favorable to them—is the 
complete proof that to date there has been no undue infiuence on 
Congress either by a farm bloc, farm groups, or any organized 
minority. Up to a few years ago concerted action by the farmers 
and their Representatives, owing to conflicting interests, seemed 
impossible. The politicians and the commodity exchanges skil- 
fully utilized this conflict and for a long time were able to 
keep the farmers divided among themselves and the city Repre- 
sentatives aligned against all farm legislation. It would seem 
incredible to any student of economics that up to only a year or 
two ago Representatives from city districts opposed farm legis- 
lation on the ground that it would “increase the cost of ving," 
these same Representatives and their predecessors for generations 
having sponsored high tariffs. Then again, along the fringe of 
every farm community there are the wholesalers, jobbers, and per- 
sons under the domination and control of city interests who 
thrive on the exploitation of the farmer. The worst enemies the 
farmers have had in the American Congress are the individuals 
here and there representing grain or cotton sections who, through 
their home connections, were in one way or another under the 
ip ep of the cotton exchange, the grain exchange, or the ticker 

roker. 

The four great national farm organizations have enlarged and 
are constantly improving their organizations. While perhaps they 
might have taken active parts in bitterly contested local elections, 
from my observation the activities of their representatives in 
Washington have always been carried on with dignity, propriety, 
and I would say helpfulness to the legislator who wanted accu- 
rate facts. True, several farm relief bills have been passed; but 
it must be remembered that they have always been modified, weak- 
ened, and distorted through the selfish influence of the commod- 
ity exchanges, cotton and grain gamblers. A stabilization plan 
was first resisted and finally defeated by these influences. The 
cooperative-marketing plan never did have a fair trial. It was 
resisted, then emasculated, and finally passed. It could not be 
su under the supervision of an administration following 
the Mellon school of economics, 

Until the relation of the economic condition of the farmer to 
the country as a whole is understood by a majority of our people 
it will be impossible to restore prosperity. The farmers of our 
country have recently undergone a very liberal though costly edu- 
cation. They are no longer to be fooled. The professional poli- 
ticians have lost control of them. It is to be hoped forever. 
If the commodity exchanges, along with the commodity gamblers, 
continue their ruinous policies of exploitation, there is grave dan- 
ger that the farmers may take the situation in their own hands 
as they did a few months ago to preserve their homes against the 
greed of the usurers and the loan sharks. The farmers as such 
are in the minority as to population. It must not be forgotten 
that the majority of the population depends entirely for its food 
upon this minority. This unorganized minority must be rein- 
forced by the thinking people of the cities. An understanding 
between railroad workers and farmers could in 24 hours tie up 
the food supply of this country. Is it fair that this important 
part of our population should be driven into a state of tenant 
peasantry, deprived of their homes, reduced to a low standard of 
living, and subjugated to abject misery because of the ruthless 
system of permitting a few parasites to gamble on the products 
of their toil? The farmers have had as a whole very splendid and 
loyal representation. These men were bucking an artificial sys- 
tem of distribution existing for scores of years and becoming 
progressively more vicious each year. Here and there a Repre- 
sentative from the farm districts would fall by the wayside. 

I remember one who came from the Midwest as a great champion 
of the farmer and an exponent of farm legislation. What a 
voice he had. He was immediately recognized as a leader in 
the House. A charming personality and a forceful character, 
but alas, the boys from the Northeast soon saw the possibilities 
of this 250-pound legislator. My, my, how he was courted and 
taken into the folds of society. Before long as our friend would 
come into the reading room instead of stopping to look at the 
weather map to see how crops might be affected, he would make 
a wild dive for a metropolitan newspaper and turn to the stock- 
market reports. He is no longer in Congress. 
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When I say that organized labor has not influenced national 
legislation to any great extent, I know that such a statement 
will attract a howl of protest. Nevertheless, it is a fact. There is 
no better proof that Congress has not acted sufficiently or intelli- 
gently on behalf of labor than is the existing disastrous condition. 

has met every year since the adoption of our present 
Constitution almost 150 years ago, during which time we have 
seen grow and develop a gigantic system of mechanized in- 
dustry. Labor-saving devices have come upon us constantly 
with increased efficiency, so that now our industries can in 3 
months produce more than the whole Nation can consume in 
1 year. Industry is entirely mechanized and farming almost 
entirely industrialized. Yet, under an unpardonable miscon- 
ception, Congress has permitted labor conditions to remain at 
a standstill while progress has been made in electricity, chem- 
istry, mechanics, and transportation. It has been satisfied with 
the excuse that the Federal Government had no jurisdiction 
under a Constitution which was written and adopted at a time 
when railroads were unknown, steam not yet applied, electricity 
in the laboratory experimental stage, and manufacture limited 
to hand labor and man power, 

Labor is also to blame. It was satisfied for many years to engage 
in local politics, and with this went along partisan allegiance and 

olitical control. In late years a most competent and able staff of 

egislative advisers has been brought together in Washington by 
the American Federation of Labor. The custom of rewarding local 
labor leaders with local political appointments in return for po- 
litical support has been at a sacrifice to the cause of labor. But 
here, again, legislators have had a liberal, though costly, education 
through the sufferings of millions of people, through hundreds of 
thousands of bankruptcies and bank failures. It has finally been 
recognized by real leaders in thought that the only p 

power of American industry is the American wage earner and the 
American farmer, During the period of gambling and speculation 
when the country was at the height of the stock-ticker prosperity, 
each year more workers were being laid off until the final crash 
came in 1929. When an inventory was taken, it was found that 
there were several million men and women unemployed. The 
number has increased ever since. It is now over 12,000,000. In- 
dustrial and economic conditions have woven our 48 States into 
one economic fabric. If the Constitution does not permit Congress 
to enact labor laws fixing the hours of labor in all States of the 
Union, providing for uniform factory regulations and supervision, 
minimum wage, inhibition against the employment of children (an 
interpretation which I will not concede), then the Constitution 
should have been amended long ago to permit such legislation. 
Perhaps someone may point to the 8-hour law and the recent Rail- 
way Labor Act as indicating national labor legislation. Correct, 
although both of these measures are but a tiny step in the right 
direction, The validity of these laws, as established by the Su- 
preme Court, strengthens my belief that Congress, particularly in 
the face of a national crisis, could so legislate as to reconcile 
working conditions to our present mechanized mass-production 
system and bring about economic security to the producers of our 
country. In other words, adapt existing machinery to human 
beings instead of expecting 126,000,000 human beings to adapt 
themselves to machinery. We must distribute the blessings of 
science. We must equalize the enjoyment of progress. 

Now, we come to the most peculiar and let me say the most 
effective form of lobbying in Washington. That lobby is not 
conducted by any private interest, but by two of the executive 
departments of the Government itself, that of the Army and 
Navy. It just cannot be beaten. The Navy had an effective lobby 
long before the Army even attempted to start its own in about 
1920. I will not say that some of the complaints of the Army 
and Navy are not justified. For instance, the pay of the junior 
officers is wretchedly low. On the other hand, I will say that they 
invoke every possible influence to prevent legislation they con- 
sider inimical to their own interests. At creating public opinion 
by the subtle use of propaganda, the Navy is a past master. There 
is nothing they will not do from moving an entire fleet a thousand 
miles for the purpose of a spectacular entrance into a port at the 
time when legislation for additional ships is under consideration, 
to the turning over of the Naval Academy for the purpose of mak- 
ing a commercial film. Rest assured the Navy will get its message 
into that film while the company will take the profits from the 
box receipts. 

The Army and Navy will play practical politics, too. A specific 
instance of politics might be seen in the consideration of the 
1932 Army appropriation bill. Efforts were made to reduce the 
cost of the Army by eliminating a number of superannuated and 
supernumerary officers. The Army put all of its resources to work 
and on a division vote in the House the amendment was defeated 
by a comparatively small margin. The entire Tammany delegation 
voted with the Army. Then, lo and behold, the Army and Navy 
Journal said: 

“John F. Curry, the leader of Tammany Hall, paid a visit to 
Governors Island last week. This modest gentleman, who has 
risen by brains and integrity to the captaincy of the great political 
organization which rules New York, came and went unheralded. 
Commanders of the area have invited him to be their guest, but 
important business or social engagements prevented his accept- 
ance. On this occasion, however, he went quietly to the island 
to see Capt. A. C. Purvis, whom he had had appointed to West 
Point. [Italics mine.] He has told his friends that he enjoyed 
himself, and we are glad he did so. Mr. Curry is a strong advo- 
cate of adequate national defense. He makes no secret of his 
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attitude nor of the fact that Tammany, under his leadership, is de- 
termined to uphold the policy of patriotism. It was that policy 
which, observed by the members of the society’s delegation in 
Congress, defeated the destructive provisions by which Mr. CoL- 
LINS sought to national defense. To Mr. Curry and 
Tammany the country and the Army are heavily indebted.” 
(Army and Navy Journal, May 21, 1932.) 

Brains and integrity! 

As if this were not enough, there appears in the issue of July 
16, 1932: 

The power and independence and patriotism of that great or- 
ganization known as “Tammany” were never better illustrated 
than in the matter of the officers’ cult. * It is possible to 
attribute this solidarity largely to the attitude of that brilliant 
leader, John F. Curry. * * * The Army is grateful to Mr. 
Curry and the Tammany representatives in the Senate and 
House.” 

This a few weeks after Judge Samuel Seabury submitted his re- 
port on the Tammany administration. 

The Washington social lobby is perhaps the most insidious. 
Its technique is awkward, its purpose apparent. It, too, is fast 
losing its influence. For a time during the “cocktail era” it 
looked as if the social lobby were in the ascendancy and would 
again come into its own. Economic conditions, however, have 
made the people back home too alert and the social lobby is 
again on the decline. There is nothing the social lobby will not 
do to influence legislation upon subjects ranging from a special 
schedule in a tariff bill to the lowering of an income tax, or the 
restoration of the dress uniform of the United States marines. 
It is ever ready to wile the doubtful, entertain the weak, lionize 
the prominent, and cater to the influential. Sometimes there 
are strange results of this mixture of the social and political. 
Only recently at the home of one of Washington’s most influential 
dowagers, a home that has entertained lavishly and often for 
many years, where many bills were put across, over demi-tasse 
and cigarettes, a supposedly prominent Senator from a small 
Eastern State was the “ranking guest.” That in the parlance of 
the Washington parvenu means the guest of honor. The Senator 
was chairman of a subcommittee, having a certain bill under 
consideration and giving that bill the pigeon-hole treatment of 
slow, painless, but certain death. The Senator accepted the invi- 
tation. The right ones were invited to give the Senator the social 
works. Well, it so happened that at the time that particular 
subcommittee had several important bills before it and the chair- 
man was much in demand. He stopped at other conferences 
before going to the affair of the evening. 

The Senator was in good fettle. He displayed his most gracious 
and courtly manners. An invitation from this particular hostess 
was the certificate absolute that one had arrived socially.” He 
likes it”, murmured the wise ones. Dinner was announced 
The “ranking guest”, of course, sat at the hostess’ right. The 
hors d'œuvres were served and the Senator was quite talkative. 
The soup was served and the Senator became most loquacious. 
Then the Senator became quite friendly, and real clubby. Placing 
his arms around the shoulders of his hostess he prepared to tell 
one of the latest and choicest of cloakroom stories. The hostess 
Was embarrassed, the “wise ones startled, the young ones 
snickered, the butler grunted, but everyone maintained dignity. 
Washington always does. 

Congress is not faultless, it has its defects and shortcomings. 
It is representative of the American people. Congressional govern- 
ment may be at times inefficient and often wasteful. Many forms 
of government may be thought of as more efficient and less costly, 
but they are not American. Mistakes are made, experiments 
are tried. As mistakes are discovered and experiments proved 
failures, correction is rapid and certain. The Membership of 
Congress is human, and fortunately has a sense of humor. It is 
the constant target for ridicule and abuse which it has learned to 
absorb quickly and good naturedly. It is the people’s government 
and it will always be as alert, as intelligent, and as constructive 
as the people themselves. 


INTERNATIONAL AGRICULTURE INSTITUTE, ROME, ITALY 
The Clerk read the resolution, as follows: 


Resolved, That upon the adoption of this resolution it shall be 
in order to move that the House resolve itself into the Committee 
of the Whole House on the state of the Union for the consideration 
of House Joint Resolution 149, authorizing an annual appropria- 
tion for the expenses of participation by the United States in the 
International Institute of Agriculture at Rome, Italy, and all 
points of order are hereby waived. That after general debate, 
which shall be confined to the joint resolution and shall continue 
not to exceed 1 hour, to be equally divided and controlled by the 
Chairman and ranking minority member of the Committee on For- 
eign Affairs, the joint resolution shall be read for amendment 
under the 5-minute rule. At the conclusion of the reading of 
the joint resolution for amendment the Committee shall rise and 
report the joint resolution to the House with such amendments as 
may have been adopted, and the previous question shall be con- 
sidered as ordered on the joint resolution and the amendments 
thereto to final passage without intervening motion except one 
motion to recommit. 


Mr. WOODRUM. Mr. Speaker, the gentleman from 
Indiana has very kindly consented to yield for consideration 
of the little bill called up by the gentleman from Virginia. 
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Mr. SCHULTE. No; I did not. I beg the gentleman’s 
pardon. 

Mr. WOODRUM. I misunderstood the gentleman. 

Mr. SCHULTE. I said to wait until we discussed some of 
these other matters. 

Mr. WOODRUM. I misunderstood the gentleman. 

Mr. POU. Mr. Speaker, before I proceed may I say to 
my colleague from Pennsylvania that we do not apprehend 
that we will use very much of the half hour on this side, 
but I will yield to the gentleman the usual half hour to be 
used by him as he may see fit. 

Mr. Speaker, this resolution provides for the consideration 
of House Joint Resolution 149, authorizing an annual appro- 
priation for the expenses of participation by the United 
States in the International Institute of Agriculture at Rome, 
Italy. 

I am informed that the International Institute of Agri- 
culture is a sort of world clearing house for statistical in- 
formation affecting agriculture throughout the world. 

The resolution provides for general debate not to exceed 1 
hour, which must be confined to the resolution; and the 
resolution is open to amendment under the general rules of 
the House. 

Mr. SNELL. Mr. Speaker, will the gentleman yield for a 
question? 

Mr. POU. I yield. 

Mr. SNELL. As I understand the situation, we have not 
appropriated for, and have not been a member of, this con- 
ference for several years, have we? 

Mr. POU. I think that is true. 

Mr. SNELL. Have any dire results come about by reason 
of our not being a member? 

Mr. BLOOM. Mr. Speaker, will the gentleman yield that 
I may reply to the inquiry of the gentleman from New York? 

Mr. POU. I yield. 

Mr. BLOOM. We have always been a member of this 
Institute. We are a member at the present time. We have 
been appropriating money right along, but in the last 2 
years we have not been appropriating as much as we did 
previously. 

Mr. SNELL. Has it only been the last 2 years that we 
have not been appropriating? 

Mr. BLOOM. We reduced the appropriation 2 years ago. 
If the gentleman is interested, and cares to have them, the 
figures are these: 

In 1928 we appropriated $54,340. In 1929, $58,000. In 
1931 we reduced the appropriation to $15,260. In 1932 we 
reduced the appropriation to $11,060. However, we have 
always been in; we have never been out. 

Mr. SNELL. Have we had a representative there, and 
have we really gotten any benefits from this conference? 

Mr. BLOOM. Yes, we have secured a great deal of bene- 
fit; and it is on account of lack of information in the last 
2 years similar to that received by the Government right 
along theretofore that they want to go back in. We have 
been in since 1906, and had been in 100 percent up to 1928 
Then certain things happened and we had to step out. 

Mr. SNELL. What are those certain things? 

Mr. BLOOM. It was regarding certain management over 
there at the time, certain officials. That has been changed 
at the request of the Government. 

Mr. SNELL. Why should an agricultural conference be 
called in Italy? 

Mr. BLOOM. As soon as I get the floor in consideration 
of the bill I shall be pleased to explain. 

Mr. LEHLBACH. Mr. Speaker, will the gentleman yield 
for a question to the gentleman from New York? 

Mr. POU. I yield. 

Mr. LEHLBACH. Is not the only change sought to be 
made in existing law by the bill which is to be made in order 
by this rule the creation of a $7,000 job in Italy? 

Mr. BLOOM. No. 

Mr. LEHLBACH. What other change from existing law 
is there? 

Mr. BLOOM. The change is that the party who was the 
representative of the United States in Italy heretofore, 
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receiving a salary of $5,000 a year, was a very wealthy man, 
and he was spending the additional sum of money that was 
necessary out of his own pocket. To secure the services of 
the proper kind of representative over there the Secretary 
of Agriculture states we ought to have at least a $7,500 a 
year man. 

Mr. SNELL. Will the gentleman give me the right to 
appoint a $5,000 man who will do the job? 

Mr. LEHLBACH. With the permission of the gentleman 
from North Carolina, may I ask one further question of the 
gentleman from New York? 

Mr. POU. I yield for one more question. 

Mr. BLOOM. I shall be very pleased to explain the entire 
matter at the time I have the floor. 

Mr. LEHLBACH. I simply want to ask one more question. 

Mr. BLOOM. I have not the floor at this time. 

Mr. LEHLBACH. If the gentleman refuses to explain the 
bill, well and good, but we want to know it. 

Mr. BLOOM. I have not the floor. 

Mr. POU. Mr. Speaker, I should prefer not to attempt to 
answer questions respecting the merits of this joint resolu- 
tion, because the 1 hour of general debate will be devoted 
to a discussion of the merits. 

The Committee on Foreign Affairs has asked for the rule 
providing for the consideration of Joint Resolution 149. 
The Secretary of State approves the passage of the resolu- 
tion. 

This institution is a great clearing house of statistical in- 
formation, and it looks a little bit cheap for the United 
States of America to refuse to participate. 

Mr. Speaker, I reserve the remainder of my time and 
yield 10 minutes to the gentleman from Iowa [Mr. WEARIN], 
who has had experience with this Institute and will give the 
House first-hand information. 

Mr. WEARIN. Mr. Speaker, I am not going to take very 
much time this morning, but I did listen with a good deal 
of interest to the remarks that were made yesterday con- 
cerning this project, and I will be frank in saying I do not 
think it should degenerate into a petty quarrel here on the 
floor of the House on the part of anyone. I happen to have 
had a little first-hand experience with this particular proj- 
ect as related to the various nations of the world some time 
ago. 

I may say also in answer, probably, to a premeditated 
question, that I was not over in Europe at the expense of 
the Federal Government, either. I was over there on my 
own hook. I was over there for the purpose of securing 
information, which I was able to secure partly through the 
agency and the assistance of the International Institute of 
Agriculture. 

The question was asked a moment ago by the distinguished 
leader of the minority as to why this agricultural conference 
should be held in Rome or why it is located there. There is 
a reason for this. The institute was founded back about 
1905 by a certain David Lubin, of California. He had pre- 
viously urged upon the United States that the institution be 
established in Washington under the supervision and with 
the assistance of the distinguished Secretary of Agriculture 
from my State, Tama Jim Wilson, but the United States did 
not see fit to set it up at that time. However, the King of 
Italy, King Victor Emmanuel, did see some advantages in 
the establishment of an institution of this kind, and under 
his auspices and with his assistance David Lubin brought 
into being the International Institute of Agriculture, in 
Rome. 


Iam making these statements simply because I think the 
House should have a little information on this subject before 
they vote on it. Whether you vote for it or against it is 
your privilege, but you ought to know something about the 
International Institute of Agriculture. 

Now, what is it doing? It is not a junket. It is not send- 
ing somebody over there on a summer vacation. I would 
not go over to Italy and live in Rome and be the representa- 
tive of the United States Government at the International 
Institute of Agriculture for $15,000 a year, but I will say that 
I think we ought to have a man over there; and if we can 
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get him to go over there, we should participate in this 
organization because it is valuable from a lot of standpoints. 

In the first place, it is gathering some information that 
is more valuable to individual farmers than the average 
farmer realizes. I am living on an Iowa farm, and conse- 
quently I feel I speak with a little authority and a little 
interest in this project. I want to say to you that they are 
gathering information of an extremely valuable nature. No 
Member of this House, I dare say, realizes that much of our 
present farm-loan system in the United States was drawn 
from observations of David Lubin from the experiences of 
other countries through the agency of the International In- 
stitute of Agriculture. 

Mr. GREEN. Will the gentleman yield? 

Mr. WEARIN. Not until I have finished my statement. 

Another very interesting development with respect to this 
particular project is the matter of trade relations and the 
movement of products. This institution is interested in 
gathering information upon the amount of farm products 
that are being produced in certain countries and deter- 
mining where they can be transported for the purpose of 
disposing of surpluses. In other words, people who are 
interested in the domestic allotment bill on the floor of this 
House ought to be interested in this institution for the rea- 
son they are working in the same general direction. 

I am not authorized to speak for the President of the 
United States, and I would not attempt to do so; but I will 
venture the suggestion upon my own authority that it may 
be possible Mr. Roosevelt is looking upon the International 
Institute of Agriculture with the thought he can use it in 
his program of developing our reciprocal trade relations 
with the rest of the world. 

I think that is possible. Now, another very valuable con- 
tribution that is of interest to many is the matter of the 
discovery of diseases dangerous to agricultural products, and 
the prevention of the movement of these diseases from one 
country into another, and the means to prevent it. 

Now, I cannot but feel, Members of the House, that the 
problem of agriculture—and I speak, as I say, from the 
standpoint of one interested in agriculture on the basis of 
being a farmer—I cannot help but feel that agriculture is a 
problem of international importance and that we are never 
going to be able to solve it solely in the United States—that 
it is going to be solved only through the readjustment of 
trade relations with the rest of the world, and through an 
agency of this kind. Now I will yield to the gentleman 
from Florida. 

Mr. GREEN. We have trade commissioners representing 
the Government in different countries, and it seems that 
they could get the information that may be promulgated 
there. And further than that, if the information is worth 
while, it seems to me that we could save this $40,000 that 
we are going to put out for this purpose. 

Mr. WEARIN. I am glad the gentleman has asked that 
question. It shows that Members do not realize the value 
of the information that is compiled. David Lubin discov- 
ered in his researches that the information gathered on the 
part of representatives of foreign countries in relation to 
agriculture was entirely inadequate; that it did not go into 
the subject thoroughly. 

Mr. RANKIN. Will the gentleman yield? 

Mr. WEARIN. I yield. 

Mr. RANKIN. If we had had this institution in opera- 
tion gathering information, would it not have saved the 
spending of millions of dollars in the fight against the Medi- 
terranean fruit fly in Florida? 

Mr. WEARIN. The gentleman is correct. 

Mr. RANKIN. We have the world honeycombed with 
commercial attachés. It seems to me that if we are going 
to send commercial attachés all over the world to represent 
the manufacturing interests we can afford to give agricul- 
ture this small amount of assistance. 

Mr. WEARIN. Yes; for the interests of agriculture. 

I want to answer further the gentleman from Florida 
(Mr. Green], who asked whether or not we can gather the 
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Agriculture in Rome. The Institute of Agriculture is not a 
political organization. 

Mr. MOTT. Will the gentleman yield? 

Mr. WEARIN. I yield. 

Mr. MOTT. While we were spending millions of dollars 
fighting the Mediterranean fruit fly we were participating 
in this institute at Rome. 

Mr. WEARIN. In the beginning; but since then this in- 
stitution has been developed to a greater extent, and today 
the organization represents 95 percent of the population of 
the world. 

Mr. MOTT. One other question: In subdivision 3, page 2, 
there is an item of rent. Is that for rent of the officer who 
is to draw the $7,500 salary? 

Mr. BLOOM. No. 

Mr. MOTT. The gentleman stated one specific thing, and 
that was for the investigation of various pests. Will the 
gentleman mention any other specific thing that the Insti- 
tute does? Would the gentleman care to be specific as to 
the various things which this Institute does? 

Mr. WEARIN. I will be able to do that if I can get the 
time. 

Mr. POU. Mr. Speaker, I yield the gentleman 10 minutes 
additional. 

Mr. WEARIN. I want to take just a moment’s time in 
reading the following statement. This particular institu- 
tion that is devoting itself to agricultural research in Rome 
is accomplishing a good many things, and I made some nota- 
tions of them in this book that I think are interesting. For 
example: 

The aim of the international organization that concerns itself 


with the basic industry of agriculture is evident when it assembles 
the nations of the world for the consideration of a peaceful 


pursuit 

That in itself is an important item. 

Mr. MOTT. Mr. Speaker, will the gentleman yield? 

Mr. WEARIN. Yes. 

Mr. MOTT. If the gentleman will just name the things 
that this institution does, specifically, I think he will give 
us all the information that we want. The general data that 
the gentleman just read does not do us any good. 

Mr. BLOOM. Mr. Speaker, will the gentleman yield? 

Mr. WEARIN. Yes. 

Mr. BLOOM. What is the book the gentleman is reading 
from? 

Mr. WEARIN. That is my own volume. 

Mr. BLOOM. I wanted the gentleman to inform the 
House that this is his own volume from which he is read- 
ing—a book written about this institution. 

Mr. WEARIN. That is correct. I wrote it while there in 
Rome going into the details of this organization. 

Mr. BLOOM. Just one more question. Would the gentle- 
man at the same time kindly explain to the House the kind 
of building this organization occupies in Rome, the library, 
and the workings of the organization which have been going 
on since 1906. 

Mr. BULWINELE. Mr. Speaker, will the gentleman yield? 
Mr. WEARIN. I want first to answer the two questions 
on my left and clear that up. I will discuss Mr. BLoom’s 
question in a moment—I want to complete the statement 
that this organization is important from the standpoint of 
world peace, because it is not a political organization. Get- 
ting to specific matters, as the gentleman requested, I find in 
a report from that particular organization the following 
statement made by Mr. Asher Hobson, with whom I happen 
to have had personal acquaintance some time ago when I 
was in Rome. 

One of the primary duties of the Institute is the rapid collec- 
tion, 3 and dissemination of information concerning 
acreage sown, crop conditions, and harvest yields pertaining to 
the principal “farm products in the world. 

I think that indicates without a doubt that it is of the 
utmost importance in developing international trade. 

Mr. SNELL. Mr. Speaker, will the gentleman yield? 
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Mr. SNELL. From what book is the gentleman quoting 
now? 

Mr. WEARIN. I am reading from a report on the Inter- 
national Institute of Agriculture, written by Asher Hobson, 
published in 1931. In answer to the question of the gentle- 
man from New York [Mr. Btoom], concerning the building 
and equipment of the Institute over there, in my limited 
experience in traveling through western Europe and also 
through the United States from coast to coast, I have seen 
only one other building that surpasses it in excellence; that 
is the building put up by the Carnegie Institution at The 
Hague for the housing of the World Court. Somebody may 
be about to get up and say, “Do you mean to tell me that 
the United States has been paying for that building?” 
The answer is no; absolutely no. The building was put up 
entirely through a donation on the part of King Victor 
Emmanuel of Italy, who at the same time set up an endow- 
ment fund that yields approximately 300,000 lire annually 
in support of the institution. We could not possibly par- 
ticipate for the sum stated in this joint resolution if it were 
not for that fact. 

Mr. HOPE. Mr. Speaker, will the gentleman yield? 

Mr. WEARIN. Yes. 

Mr. HOPE. Can the gentleman tell us what proportion 
of the total expenditure for this purpose is expected to be 
contributed by the United States; that is, in percentages? 

Mr. WEARIN. I shall have to ask the chairman of the 
committee to answer that question. The purpose I have in 
addressing the House at the present time is to explain the 
actual conditions surrounding the organization. 

Mr. GLOVER. Mr. Speaker, will the gentleman yield? 

Mr. WEARIN. Not until I have completed the answer to 
Mr. BLoont's question. The gentleman from New York asked 
me to explain something about the library at the Interna- 
tional Institute of Agriculture. It is composed of approxi- 
mately 185,000 volumes that have been gathered, some of 
which have never before been assembled in a public library 
for the use of the general public. I have had my hands on 
them and used them. 

Mr. BULWINKLE. Mr. Speaker, will the gentleman yield? 

Mr. WEARIN. Yes. 

Mr. BULWINKLE. I should like the gentleman to tell the 
House what knowledge has been disseminated to the United 
States Department of Agriculture by this Institute which 
they did not already know. 

Mr. WEARIN. I shall be very glad to answer the gentle- 
man’s question, though I hate to take up so much time of 
the House in going into these details. 

Mr. MOTT. Before the gentleman goes on with that ques- 
tion, will he state whether in his opinion he has fully an- 
swered my question? 

Mr. WEARIN. I think so. In answer to the question of 
the gentleman from North Carolina, much of the informa- 
tion on the diseases of foreign plants had not been discov- 
ered until it was reported to the Department of Agriculture 
by the International Institute at Rome. Does that answer 
the gentleman’s question? 

Mr. GLOVER. Mr. Speaker, will the gentleman yield? 

Mr. WEARIN. Yes. . 

Mr. GLOVER. The joint resolution here proposes to ap- 
propriate—— 

Mr. WEARIN. Just one moment. If the gentleman 
wants to discuss the details of the joint resolution, I want 
him to discuss them with the chairman of the committee. 
Is that the gentleman’s question? 

Mr. GLOVER. I am asking the gentleman why this ap- 
propriation is to be made annually; that is, forever hereafter. 

Mr. WEARIN. There is no appropriation made in this 
resolution at all, as I understand it. I will ask the chair- 
man of the committee to answer that question when I finish. 

In conclusion, I simply want to state as one who is very 
much interested in this Institute, not from the standpoint 
of being interested in going over there at the expense of the 
Government, because I would not go if you would bring me 
a commission on a silver platter, but I do think the House 
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should know that this Institute of Agriculture is an impor- 
tant factor in the development of the international program 
of trade relations as far as the United States Government is 
concerned. It is a valuable link in the chain of our tariff 
and international-trade program in which we are all so in- 
terested at the present time. [Applause.] 

The SPEAKER. The time of the gentleman from Iowa 
(Mr. WraRINI has again expired. 

Mr. RANSLEY. Mr. Speaker, I yield 5 minutes to the 
gentleman from New Jersey [Mr. LEHLBACH]. 

Mr. LEHLBACH. Mr. Speaker, I do not intend to use 
5 minutes, because I want to make a very simple statement. 
This institution has been going on for many years and we 
have been a member of it. We have continually been a 
member of it and are a member of it today and appropriate 
for our share of its maintenance. The information that is 
gathered and disseminated by the Institute is available to 
us whether we have a resident secretary there or not. We 
are getting it today and have been getting it. 

Mr. WEARIN. Will the gentleman yield? 

Mr. LEHLBACH. Yes; I will yield. 

Mr. WEARIN. I should like to make the statement to the 
gentleman that I think he is mistaken: I have reliable in- 
formation that we have endeavored in the last year or two, 
while we have not been a member of the International In- 
stitute of Agriculture, to get a statement from them con- 
cerning certain things in which we were interested and that 
was refused because we were not an active member. 

Mr. LEHLBACH. But we were a member. 

Mr. WEARIN. We are not an active member or a par- 
ticipating member of the organization. 

Mr. LEHLBACH. Are we not paying $35,000 a year for 
our membership? 

Mr. BLOOM. If I may answer the gentleman, no; we 
are not paying anything now. We are paying about $4,000 
a year now. In other words, we are sneaking in under the 
tent. Whatever we are getting out of it we are not paying 
for. 

Mr. LEHLBACH. This would not change our member- 
ship. We are a member and are entitled to all the informa- 
tion they have to disseminate. The only difference in our 
status as a member of this Institute, sought by this law, is 
to have a man in Italy at a cost of $7,500 salary and $5,500 
living expenses, and so forth. If they can show us where we 
will benefit $13,000 or $13 worth by sending somebody over 
there to this sinecure, I should like to know it. 

Mr. BLOOM. Will the gentleman yield? 

Mr. LEHLBACH. I yield. 

Mr, BLOOM. By treaty we are supposed to pay 190,000 
francs. Before the depreciation in value we were paying 
practically the same equivalent, but afterward we increased 
it. Now we are bound to pay the same as all other first-class 
countries, the same as Argentina, Brazil, China, Germany, 
and so on. We would pay $37,000 for our fee or our part of 
the share of the expense of running this institution. That 
is not for rent or anything else. The only other two ex- 
penses that come out of that would be the salary of our rep- 
resentative and $5,500 for all other expenses; not a dollar 
more. There is no traveling; there is no junketing; there 
is no nothing else in this. It is $37,000, according to our 
treaty agreement, that we are supposed to pay as a member 
of this Institute, the salary—whether it is $5,000 or $7,500, 
and $5,500 for all expenses. That is the whole thing. 

Mr. LEHLBACH. Well, that is it. We do not need that 
man over there. 

Mr. BLOOM. Well, we do need him. 

Mr. LEHLBACH. Wehad a man over there, as the gentle- 
man from New York stated, to whom we paid $5,000 a year. 
Several years ago he quit and the job lapsed. This is to re- 
create that job with an increase of salary to $7,500. 

Mr. TABER. Will the gentleman yield for a question? 

Mr. LEHLBACH. I yield. 

Mr. TABER. I have been following this thing, trying to 
find out where the Government of the United States or the 
people of the United States got any good out of it. Where 
do we get it? 
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Mr. LEHLBACH. Oh, this Institute has available and 
gathered from all over its member nations, which is the 
greater part of the earth, information as to crop production, 
quantity production, crop movements, and information of 
that kind, which is collated at the Institute and disseminated 
among the member nations. We would get that without 
anybody over there just as easily as not. 

Mr. HASTINGS. Will the gentleman yield? 

Mr. LEHLBACH. I yield. 

Mr. HASTINGS. Suppose all other countries refused to 
participate along with us, then where would there be any 
information for dissemination all over the world? 

Mr. LEHLBACH. But we have not refused. Everything 
the Department of Agriculture has is available to any mem- 
ber nation that is a member of that institute, and other 
nations treat us the same way. 

Mr. BLOOM. Will the gentleman yield? 

Mr. LEHLBACH. Yes; I yield. 

Mr. BLOOM. Is it the gentleman’s thought or idea that 
the United States should continue to ask for and receive the 
information from this institution that it has been receiving 
up to 3 or 4 years ago, and ask and get all this without pay- 
ing their fee, their share of the running expenses of this 
institution in Rome? Would the gentleman want the United 
States to do that? 

{Here the gavel fell.] 

Mr. LEHLBACH. That is a double question which is not 
answerable by yes or no.“ 

The SPEAKER. The time of the gentleman from New 
Jersey has expired. 

Mr. RANSLEY. Mr. Speaker, I yield 5 minutes to the 
gentleman from New York [Mr. Fis]. 

Mr. FISH. Mr. Speaker, I voted against a resolution prac- 
tically identical with this one when it came up in the Com- 
mittee on Foreign Affairs under the recent Republican 
administration. 

When the present resolution was considered by the com- 
mittee a few weeks ago, I took no part on the final roll call 
because I was not convinced the expenditure of this money 
is necessary or that it will help agriculture. What worries 
me about this resolution is whether we have a commitment. 
If we have a commitment to pay our quota as a member of 
this International Institute of Agriculture at Rome, then I 
believe in keeping faith with those who have made the com- 
mitment for us. But in the consideration of this resolution, 
we, on our side of the House, propose to offer two amend- 
ments; and I may say, for one, if these amendments are 
accepted, I shall not oppose the resolution. 

The first amendment to be offered will be to eliminate 
the word “ annually.” 

This resolution provides some $48,000 to be appropriated 
annually. This means permanently, for all time, so to 
speak. It is not at all necessary. It is not in accordance 
with general procedure and practice. If we want to try 
this out, if we want to experiment with it and see if it is of 
any good to agriculture, we should appropriate the $48,000 
only for this year by striking out the word “annually.” 
Then, at the end of the year, if it is worth while, we can 
continue it. We have not been paying any such sum for the 
last 6 years. Since 1928 we have been paying in paper 
francs, or a very much less sum, amounting to about $5,000 
a year. We are now called upon to pay in gold francs which 
increases the payment this year to about $38,000 as our 
quota. I should like to know if all the other nations are also 
paying on the basis of gold francs. The other amendment 
is one which will be presented by my colleague from Illinois 
{Mr. ALLEN], a member of the committee, to reduce the sal- 
ary of the commissioner from $7,500, as provided in the reso- 
lution, to $5,000. That was the sum recommended under the 
Republican administration by Secretary of State Stimson, 
and I think a good many on this side feel it is ample to pro- 
vide for such a commissioner as long as he does not live at 
the Grand Hotel in Rome, or one of the expensive hotels 
there. 

In addition, $5,000 is carried in this resolution for quarters, 
traveling expenses, clerical help, and so forth. We do not 
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oppose this sum. We, however, do not believe that it is 
necessary in these days to increase the salary of this Com- 
missioner by 50 percent when Congress is reducing the pen- 
sion, benefits, and compensation of war veterans and 
cutting the pay of even the members of the State Depart- 
ment and of about 1,000,000 Civil Service employees. It is 
utterly inconsistent to ask for a 50 percent increase for this 
Commissioner in these days of economy and unemployment. 

These are the two amendments that we expect will be 
offered on this side. I am inclined to think—although there 
is some opposition to the whole resolution—that if these 
amendments are adopted, a good many Members on this side 
will go along with the bill unless there are some new de- 
velopments. If, when we go back into the House after con- 
sidering the resolution in the committee, a motion to recom- 
mit is made, which will be in order, I hope, in view of the 
fact that many Members are absent, that the vote will be 
postponed until Monday. 

This is all I want to say at this time on the resolution 
in regard to the two proposed amendments. I am not con- 
vinced at all from the hearings that this international in- 
stitute will help agriculture. I rather believe, on the other 
hand, that the State Department, with its representatives 
and consulates in every country, can get all the information 
desired without belonging to the International Institute of 
Agriculture at Rome. 

Mr. SNELL. Mr. Speaker, will the gentleman yield? 

Mr. FISH. I yield. 

Mr. SNELL. Information has come from the administra- 
tion that they were going to bring home from Europe several 
hundred people we have had over there roaming around 
getting information. In view of this statement, ought we 
to have another commission to go over there and get 
information? 

Mr. FISH. I may say to the gentleman from New York 
that the gentlewoman from Massachusetts [Mrs. ROGERS], 
who will speak in a few minutes, will present those figures 
to the House. There are some 300 or 400 who will be 
recalled, yet here it is proposed to send over to Rome 
another commissioner at a salary of $7,500 with an addi- 
tional sum for quarters and traveling expenses. 

(Here the gavel fell.] 

Mr. RANSLEY. Mr. Speaker, I yield 5 minutes to the gen- 
tlewoman from Massachusetts [Mrs. ROGERS], 

Mrs. ROGERS of Massachusetts. Mr. Speaker, I am very 
sorry to go against my chairman, the Chairman of the For- 
eign Affairs Committee, because no one ever had a finer, 
more courteous, more cooperative chairman, but I must. In 
the first place, I cannot see why this legislation is necessary. 
I think the President has the power to appoint this man if 
he wishes to without further authority. 

I am terribly tired of the policy of the administration of 
robbing Peter to pay Paul. [Applause.] They are doing it 
every day. 

Mr. BLOOM. Mr. Speaker, will the gentlewoman yield? 

Mrs. ROGERS of Massachusetts. I am very sorry I can- 
not yield. I have only a few minutes and I want to bring 
out some facts with reference to the number of the personnel 
the administration intends to recall from our Foreign 
Service. 

Our disabled veterans are being robbed every day, having 
their compensation cut, without a hearing. They are not 
even allowed to present their cases or prove the service- 
connected nature of their disabilities while large appropria- 
tions are voted for other purposes. 

I have here a list showing the number of agricultural and 
trade commissioners we have abroad roaming about in for- 
eign countries getting the very information this member of 
the Agricultural Institute could get. There are 19 of them. 
Their salaries, I am told, average $5,000 a year. 

Their salaries total $82,450—this after the cut of 15 per- 
cent. They also receive commutation of quarters, light, and 
heat, which amounts to a total of $12,570. This last amount 
has been reduced 50 percent this last year. The figure 
given is that after the reduction was made. 
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Probably one of these men will be dismissed owing to the 
cuts in every department, and this other man will receive 
not only the pay he is now receiving but an added $2,500. 
Another example of robbing Peter to pay Paul! I have here 
figures from the State Department. They show the reduc- 
tion in their personnel for 1934 as being over 600 people. 

This reduction will retard our success in foreign coun- 
tries very much. These experienced officials are particu- 
larly needed at this time to carry out the work that the 
President is doing with foreign countries in connection with 
international trade and tariff agreements with debt settle- 
ments and with armament agreements. We need at this 
time a trained personnel in foreign service as never before 
in history, in my belief. Diplomatic relations are strained 
all over the world. Economic conditions are bad every- 
where. We needed trained personnel during the World War. 
We need it even more today. 

Mr. Speaker, I ask unanimous consent to insert as a part 
of my remarks certain tables sent to me by the State De- 
partment; and in order to be absolutely accurate, I shall 
read the statement that is made with reference to them. 

The SPEAKER. Is there objection? 

There was no objection. 

Mrs. ROGERS of Massachusetts. As shown by the fol- 
lowing table, the appropriation for 1932 amounted to over 
$18,000,000. ‘The program of expenditure for 1934 is less 
by approximately $8,000,000, which is a reduction of 43 
percent below the appropriation for 1932, and this in view 
of the fact that we are going to have the most difficult 
trade relations and diplomatic relations we have ever had. 
Further reductions remain to be made. 

Following is the statement of the Department of State: 

DEPARTMENT OF STATE, May 19, 1933. 
Statement showing appropriations and personnel of the Depart- 
ment of State as of July 1, 1933, and amount of reduction 

below appropriations and personnel for fiscal year 1932 


Amount of reduction 
below 1932 


Purpose 
Proposed Appropriated Reduc- 
person- funds tion in 
nel personnel 
Department proper $864, 
Foreign OR ok te tere — 3,612 | 3, 877, 861. 00 
rtr. 2, 000, 


International obligations 
Permanent and indefinite. 
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As shown by the foregoing table, the appropriation for 1932 
amounted to $18,951,175.54. The p of expenditure for 1934 
is less by approximately $8,151,175, which is a reduction of 43 
percent below the appropriations for 1932. Personnel has been 
reduced by 603, a reduction of 12 percent. Further reductions 
remain to be made. In regard to the effect of these reductions 
upon diplomatic and consular officers in foreign countries, it is 
necessary to point out that under existing law Congress provided 
a basic salary for these officers and then provided for the adjust- 
ment of that salary to the cost of living in the several countries 
by the addition of post allowances and also made provision for 
rent of living quarters and also defraying a part of the cost of 
representation. The aggregate of these several amounts consti- 
tuted the official compensation or income of the officers and em- 
ployees in foreign countries. The salary has now been reduced 15 
percent, the allowance for quarters about 64 percent, the post and 
representation allowances 100 percent, and in addition in certain 
countries the purchasing power in which the salaries and allow- 
ances are paid has suffered a depreciation of from 14 percent to 
18 percent. The result is that in those countries in which this 
condition exists the official income of ambassadors has suffered 
a reduction of approximately 45 percent; of Foreign Service officers 
of class I, 40 percent; Foreign Service officers of class V, 42 per- 
cent; and Foreign Service officers, unclassified, 44 percent. An un- 
classified Foreign Service officer in Germany, for example, who in 
1932 received a salary and allowances of $3,600, receives today ap- 
proximately $2,000. A letter from a consular officer in Danzig 
states that his present income in local currency is nearly 50 per- 
cent less than his income of a year ago; that he has had to give 
up his house and take a couple of rooms in a private home, refuse 
practically all invitations of a social nature, official or otherwise, 
since it is no longer possible for him to return them. 

A letter from an officer in Kaunas, Lithuania, reports a reduc- 
tion of 27 percent in the purchasing power of his official income. 
The members of the Foreign Service in Italy report a 27 percent 
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reduction in the purchasing power of their April salaries. An 
officer in Belgium reports that the official incomes of officers in 
that country have suffered a 40 percent reduction since June last 
as compared with a 15 percent reduction in governmental salaries 
in the United States. The Minister to Austria reports a 16 per- 
cent depreciation in the dollar, which, added to the 15 percent 
reduction in salaries, makes a total reduction in the income of 
officers and employees of 31 percent since April 1, 1933. The Am- 
bassador to Italy reports a 17 percent depreciation in the dollar, 
which, in addition to the 15 percent reduction in Government sal- 
aries, makes a 32 percent reduction in the purchasing power of 
the incomes of the United States Government officers in Rome. 
Much the same situation is reported from Paris, from Switzerland, 
and a number of other countries. 

Other countries are trying to make up the difference 
where the purchasing power of their salaries is reduced, 
but our Foreign Service officers are being cut more than to 
the bone, and many of them are being eliminated. I cannot 
vote for the resolution. 

[Here the gavel fell.] 

Mr. RANSLEY. Mr. Speaker, I yield 5 minutes to the 
gentleman from Kansas [Mr. Hope]. 

Mr. HOPE. Mr. Speaker, I want to state in the begin- 
ning that I am not opposed to agricultural research, either 
scientific or economic. I presume there is no Member of 
the House who makes greater use of the research and sta- 
tistical facilities of the Department of Agriculture than my- 
self. I think the work this Institute is doing, or is supposed 
to do, ought to be done, but I am not in favor of this Con- 
gress authorizing appropriations to do this work, when our 
own Department of Agriculture is doing the same work and 
doing it much better than it can possibly be done by the 
International Institute of Agriculture. 

Mr. BLOOM. Will the gentleman yield? 

Mr. HOPE. Just very briefly. I have only 5 minutes. 

Mr. BLOOM. The present Secretary of Agriculture and 
the former Secretary of Agriculture have stated just the 
opposite of what the gentleman is saying now. They have 
said they need this more than anything they can get in 
order to secure information throughout the world, and if the 
gentleman has read the report he will find their statements 
are contrary to the statement which the gentleman has just 
made. 

Mr. HOPE. I may say to the gentleman from New York 
that I have read the report; and while it is true that the 
present Secretary of Agriculture and his predecessor ap- 
prove the legislation, they do not do so in the extravagant 
way the gentleman has indicated. Ihaveread every word of 
the report and have studied particularly that part of it set- 
ting out the purposes for which this Institute was estab- 
lished. A study of these purposes indicates clearly that 
every bit of its work is being duplicated by our own Govern- 
ment. 

Going down the list of purposes we find the first one 
is to— 

Collect, study, and publish as promptly as possible statistical, 
technical, or economic information concerning farming, both vege- 
table and animal products, the commerce in agricultural prod- 
ucts, and the prices prevailing in the various markets. 

We have in the Department of Agriculture a Bureau of 
Agricultural Economics which is doing just exactly this type 
of work, and doing all of the work that is included in the 
statement I have just read; and we appropriated for the 
coming fiscal year for the Bureau of Agricultural Economics 
$6,095,260. 

Insofar as it is necessary for us to go to foreign countries 
to get information with regard to foreign agricultural prod- 
ucts and the commerce in agricultural products throughout 
the world, we have a special agency in the Bureau of Agri- 
cultural Economics under the head of Foreign Agricultural 
Service, for which we appropriated last year $292,000, and 
let me call your attention to the language in the appropria- 
tion bill stating the purposes for which this money is appro- 
priated: 


To enable the Secretary of Agriculture to carry into effect the 
provisions of the act entitled “An act to promote the agriculture 
of the United States by expanding in the foreign field the service 
now rendered by the Department of Agriculture, in acquiring and 
diffusing useful information regarding agriculture and for other 
purposes, and for collecting and disseminating to American pro- 
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ducers, importers, and other interested persons in- 
formation relative to the world supply of and need for American 
agricultural products, marketing methods, conditions, prices, and 
other factors, a knowledge of which is necessary to the advan- 
tageous disposition of such products in foreign countries, inde- 
pendently and in cooperation with other branches of the Govern- 
ment, State services, purchasing and consuming organizations.” 


And persons engaged in the transportation, marketing, 
and distribution of farm products. 

This in substance provides for identically the same work 
as is mentioned in the report of the committee outlining the 
economic work of the International Institute of Agriculture. 

Mr. McREYNOLDS. Will the gentleman yield? 

Mr. HOPE. Not at this time. 

Going down to the next purpose for which the Institute 
was founded we see it is to— 

Communicate to parties interested, also as promptly as possible, 
all the information just referred to. 

If we get it ourselves, we aes no necessity for having it 
communicated to us from the International Institute. 

The next purpose for which the Institute is founded is 
stated to be— 


(c) Indicate the wages paid for farm work. 


We can go to the Bureau of the Census and we can get 
information and the Bureau of Agricultural Economics and 
get this information at any time. So I cannot see that we 
need the Institute for this purpose. 

The next purpose for which it is stated the Institute is 
organized is— 

(d) Make known the new diseases of vegetables which may 
appear in any part of the world, showing the territories infected, 
the progress of the disease, and, if possible, the remedies which are 
effective in combating them. 

{Here the gavel fell.] 

Mr. RANSLEY. Mr. Speaker, I yield the gentleman 1 more 
minute. 

Mr. HOPE. Now, we have in the Department of Agricul- 
ture the Bureau of Plant Industry, for which we are appro- 
priating over $4,000,000 a year, which has infinitely more 
knowledge of plant diseases not only in this country but 
throughout the world than the Institute at Rome can ever 
acquire. 

If I had the time I should like to read the remaining pur- 
poses for which the Institute was organized and to show that 
in each instance our Department of Agriculture is doing 
exactly the same work. 

There are no doubt many countries which do not main- 
tain and are not able to maintain a government department 
of agriculture such as we have in this country. The Inter- 
national Institute can no doubt render a service to those 
countries. 

In this country, however, we do not need it. Today we are 
talking about cutting down the activities of our Agricul- 
tural Department. Many men who have spent all of their 
adult lives in agricultural work are fearful of losing their 
positions because of the necessity for economy. This being 
the case, it is surely a poor time to increase our appropria- 
tion for an institution whose work is not needed. 

[Here the gavel fell.] 

Mr. POU. Mr. Speaker, I yield 3 minutes to the gentle- 
man from Missouri [Mr. Lozter]. 

Mr. LOZIER. Mr. Speaker, once a year an attack is made 
on the appropriation for the International Institute of Agri- 
culture, and every year for 4 or 5 years I have defended the 
appropriation because of the valuable services the Institute 
is rendering American agriculture. The trouble with my 
friend from New York [Mr. Fisx], and the gentle lady from 
Massachusetts [Mrs. Rocers], is, although their hearts are 
all right and their motives are all right, still they do not 
know anything about the International Institute of Agricul- 
ture. They have no conception of its functions and accom- 
plishments. They have no comprehension of the magni- 
tude of the organization, and no appreciation of the splen- 
did work for agriculture that it is doing. For a quarter of a 
century it has been serving the farmers, not only of the 


CONGRESSIONAL RECORD—HOUSE 


3819 


United States, but of the world. It has furnished the people 
of 40 nations reliable information and dependable agricul- 
tural statistics. It is the only clearing house in the world 
for the accumulation and dissemination of agricultural in- 
formation. By scientific experimentations it has tremen- 
dously advanced the vocation of agriculture; and, by the dis- 
semination of the results of its research, it has materially 
aided in putting agriculture on a safer and more profitable 
basis. 

It does not duplicate the information supplied by the De- 
partment of Agriculture. Much of the information that is 
disseminated by our Department of Agriculture with refer- 
ence to crop conditions, grain production, and prices in for- 
eign lands comes from the International Institute of Agri- 
culture at Rome. 

This Institute was organized by David Lubin, a Polish Jew, 
who as a pennyless lad came to this country and by industry 
and genius beat a pathway out of poverty to wealth and 
fame. He was the father of the cooperative farm marketing 
system in the United States. Probably no man made a 
greater contribution to the development, stabilization, and 
standardization of agriculture in our national history. The 
agricultural classes of America owe him a debt of gratitude 
that would be hard to liquidate. 

He was the founder of the International Institute of Agri- 
culture in Rome, of which 40 nations are members. This 
Institute gathers valuable agricultural data from every nook 
and corner of the world. 

Mr. HOPE. Will the gentleman yield? 

Mr. LOZIER. I cannot yield; I have only 3 minutes. 
This information is cabled or radioed to Rome, and from 
Rome to every one of the 40 great nations having member- 
ship in the Institute. This data is either radioed or cabled 
to our Department of Agriculture and to every department 
of agriculture in the world. 

Mr. HOPE. Will the gentleman yield? 

Mr. LOZIER. I told the gentleman I could not yield. 
Does not the gentleman understand the English language? 

Now, gentlemen, with reference to our consuls, attachés, 
and the representatives we have sent abroad to gather agri- 
cultural statistics and find markets for our agricultural 
products, I am sorry to say that most of them are the gold- 
lace men, whose work has been exceedingly disappointing. 

We are obligated by treaty to contribute our part of the 
cost of maintaining this useful agency. This resolution 
should be adopted. 

{Here the gavel fell.) 

Mr. RANSLEY. Mr. Speaker, I yield 5 minutes to the 
gentleman from California [Mr. ELTSE]. 

Mr. ELTSE of California. Mr. Speaker and Members of the 
House, I come from the district in which the State University 
of California is located, and I believe it to be one of the greatest 
educational institutions in the country—not the greatest but 
one of the greatest. I thoroughly approve of what the gen- 
tleman from Kansas [Mr. Hore] has said in respect to the 
jurisdiction and work of our State agricultural institutions. 
They amply cover the field which this resolution seeks to 
invade. 

I want to say frankly that I do not believe there is any 
need for such a subsidy as this, spending $40,000 or $50,000— 
and I notice that during 1927 the appropriation was as high 
as $67,000. Furthermore, during the 27 years of its exist- 
ence there has been expended by this institute $1,250,000, or 
thereabouts. Those are not entirely accurate figures. I 
invite each one of you gentlemen to take the report on this 
resolution and examine it. You will find it is nothing in the 
world but a defense from beginning to end of the failures of 
the institute, which you are trying now to subsidize by an 
additional $50,000 or $60,000, and to increase the salary of 
the resident delegate from $5,000 to $7,500 a year. 

Mr. WEARIN. Mr. Speaker, will the gentleman yield? 

Mr. ELTSE of California. Not now. I want to quote from 
a report by Secretary Stimson to the President in June 1932. 
You will find there that the surveys or the work done by this 
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institute have been unsatisfactory. And for a specific 
quotation I call attention to the language on page 4. 

Mr. BLOOM. Mr. Speaker, will the gentleman yield? 

Mr. ELTSE of California. Not now. 

For some years before 1928 the American Government was of 
the opinion that serious defects had arisen in the functioning 
of the institute. 

And they still exist. On page 6 of the report, near the 
bottom of the page, I find the following: 

The system of extraordinary payments was introduced as a 
temporary expedient; it proved unsatisfactory both to the insti- 
tute and to the member governments as a means of rectifying the 
financial situation. 

And I defy anyone to take that report and read it through, 
and, in the words of the gentleman from Texas [Mr. BLAN- 
ton], I ask anyone to find anything anywhere that points 
to a specific benefit having been delivered to the American 
farmer. He needs relief, not statistics. The American 
farmer cannot digest the statistics he has before him at the 
present time. He has become sick of statistics. 

Mr. BLANTON. Mr. Speaker, will the gentleman yield? 

Mr. ELTSE of California. Les. 

Mr. BLANTON. There is our distinguished colleague 
GEORGE B. TERRELL sitting over there, who for the last 10 
years has been commissioner of agriculture of the State of 
Texas, and now a Member of this House, and he will tell 
you that this whole bill is damned foolishness, and we ought 
to stop this waste of $48,500 annually. 

Mr. ELTSE of California. I hope he will. It is foolish- 
ness. I repeat it. If you will read that report carefully, 
you will see that it is nothing more than a defense of a sub- 
sidy for this research work on foreign soil, and when we have 
our own troubles over here in America, with our own 
American farmers who have their own pests, and their own 
problems of farming, of economics, of consumption and 
production, why do we want to spend some fifty thousand 
or sixty thousand or seventy thousand or eighty thousand 
dollars or more to make something effective on foreign soil? 

Mr. HASTINGS. Mr. Speaker, will the gentleman yield? 

Mr. ELTSE of California. Yes. 

Mr. HASTINGS. Did not the former Secretary of State 
in this very report from which the gentleman is quoting 
recommend this, and did he not send up a printed draft of 
proposed legislation to carry it on? 

Mr. ELTSE of California. Yes; and my answer to that 
is if in that report of Mr. Stimson you can point out any- 
thing to me or to any Member of the House showing a 
specific benefit to the American farmer, I will be glad to 
see it. 

Mr. HASTINGS. Of course we would not have the time 
to analyze all the pages of the report; but did not the pres- 
ent Secretary of State, Mr. Cordell Hull, recommend it? 

Mr. ELTSE of California. And I want to say to the gen- 
tleman that one of our gravest troubles now in connection 
with legislation in this body is that we do not analyze these 
reports and do not understand them. Analyze this report, 
and you will find there is no specific benefit to the American 
farmer. 

Mr. RANSLEY. Mr. Speaker, I yield the remainder of my 
time to the gentleman from Texas [Mr. BLANTON]. 

Mr. BLANTON. Mr. Speaker, I take my hat off to our 
splendid New York delegation. It is the ablest, the shrewd- 
est, the most active and energetic, the most kind-hearted 
and courteous, and the most ambitious and far-reaching 
delegation in any legislative body in the world. 

Mr. KELLER. Except Illinois. 

Mr. BLANTON. Our good friend from New York, Dr. 
Srrovicw, brought in his junketing resolution to spend 
$250,000 and we killed that, and then our good friend from 
New York, Mr. CELLER, had to bring in another junketing 
resolution here the other day, which we stopped by a point 
of order, that would have expended $250,000 more, and now 
here is our good old friend from New York, SoL Bioom, with 
another $48,500 junket. He brings in one also. Sol is the 
spokesman here of the American farmer. [Laughter.] When 
Sol goes to Rome, Italy, and is presented to Mussolini, we 
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all know of course that he pays his own expenses. When he 
is presented to the Pope he pays his own expenses, and when 
he puts on knee breeches and is presented to the King at 
the Court of St. James’s he pays his own expenses. Oh, he is 
liberal-hearted. He now believes that the American farmer 
must be saved by this Institute of Agriculture at Rome, Italy. 
Sol is fathering this bill on the floor, he is the spokesman 
for it. 

There is no law now to pay anyone $5,000 or $7,000 a 
year over there at Rome, Unless you pass this joint resolu- 
tion there will not be any law authorizing it, and there 
will not be any more money spent in Rome, because there 
are enough of us here who know how to make points of 
order to stop those things in appropriation bills. They must 
pass this joint resolution to make it in order. If you do not 
pass this joint resolution we will not spend any more money 
there. 

Since 1928 we have not participated in this Italian insti- 
tute in Rome. Oh, we have paid our part of the European 
expenses of this institute at Rome, Italy, and we have always 
done that. We are paying our part of every single project 
that is being carried on in Europe right now, but we have 
not participated at Rome since 1928, and we ought not to 
participate any more. Unless you pass this joint resolution 
we will not participate any longer. Spending money there 
will stop. Of this $48,000 there is to be $7,500 a year paid 
as the salary of a resident delegate in Rome. The Institute 
meets just twice a year, but we are going to let him stay 
there the whole 12 months. I challenge any Member here 
to state one-sane reason why we should maintain yearly a 
delegate at Rome, Italy, to represent us in a so-called “ In- 
stitute of Agriculture ” there and pay the delegate an annual 
salary of $7,500 and allow him an additional $5,500 for rent 
of his dwelling, heat, fuel, and lights. 

It is the most absurd, ridiculous proposal-I have heard of 
in a long time. Have we lost our common sense? Have we 
ceased to see things from a sane, practical standpoint? 
Have we ceased to reason and think for ourselves? Are we 
led away by some recommendation of some little bureau 
chief? Have we not yet begun to ask ourselves the question, 
before spending public money, “Is it necessary to spend it; 
is it worth while; does it bring the people proper returns; 
is it to the interest of the people of the United States, or is it 
to benefit some individual or individuals? ” 

Why should we spend this $48,500 in Rome, Italy, every 
year. Why should we pay this $7,500 salary and this $5,500 
for rent, heat, fuel, and lights? 

Mr. BLOOM. Will the gentleman yield? 

Mr. BLANTON. Why, you allow him $5,500 for a private 
dwelling and rent and heat, light, and fuel. 

Mr. BLOOM. No. 

Mr, BLANTON. Yes; it is. Read the bill. Mr. Speaker, 
I am not going to allow my friend from New York to use 
my few minutes. I want him to take his own time. 

Mr. ALLGOOD. Will the gentleman yield? 

Mr. BLANTON. I only have 4 minutes. 

There is his $7,500 salary; his $5,500 for his residence, 
heat, light, and fuel. 

Mr. BLOOM. And what else? 

Mr. BLANTON. Then there is about $5,000 for the con- 
tribution for the institute expenses. The balance of the 
$48,500 is junketing for experts in the Department of Agri- 
culture and the Department of State and very likely for 
some Senators and some Congressmen. 

Mr. BLOOM. Oh, no. 

Mr. BLANTON. We have experts in the departments and 
experts in Congress. 

Mr. ALLGOOD. Is it an emergency? 

Mr. BLANTON. Emergency the devil! President Roosevelt 
has not recommended it. We ought to kill it. [Applause.] 

The SPEAKER. The time of the gentleman from Texas 
has expired. All time has expired. 

Mr. POU. Mr. Speaker, I move the previous question. 

The previous question was ordered. 

The SPEAKER. The question is on the adoption of the 
resolution. 


1933 


CONGRESSIONAL RECORD—HOUSE 


The question was taken; and on a division (demanded by 


Mr. Branton) there were—ayes 81, noes 80. 


Mr. BLANTON. Mr. Speaker, I ask for tellers. Pending 
that, I ask for the yeas and nays, Mr. Speaker. 

The yeas and nays were ordered. 

The question was taken; and there were—ayes 152, nays 
143, answered “ present” 2, not voting 133, as follows: 


Carpenter, Kans. 


Adams 
Andrew, Mass. 
Andrews, N.Y. 
Arnold 
Auf der Heide 


[Roll No. 43] 
YEAS—152 
Doxey Kerr 
Driver Kleberg 
Duncan, Mo. Kloeb 
Dunn 
Eagle Kopplemann 
Ellzey, Miss. 
Englebright Kvale 
Fernandez Lambeth 
Fiesinger Larrabee 
Fitzpatrick Lea, Calif. 
Ford Lozier 
Fuller Luce 
Gasque McCarthy 
Gilchrist McCormack 
Goldsborough McGrath 
Gray McKeown 
Green McMillan 
Greenwood McReynolds 
Gregory Major 
Griffin Mansfield 
Guyer Marland 
Hancock, N.C. Martin, Colo. 
Harlan Martin, Oreg 
Harter Mitchell 
Hastings 
Henney Murdock 
Hildebrandt Nesbit 
Hill, Ala. O'Brien 
Hill, Knute Oliver, Ala. 
Hill, Samuel B. Oliver, N.Y. 
Hughes Owen 
Imhoff Parks 
Jacobsen Parsons 
Johnson, Tex Patman 
Kahn Peterson 
Kee Pou 
Keller Prall 
Kelly, II. Ragon 
NAYS—143 
Culkin Jones 
Cummings Kennedy, Md. 
Darrow Knutson 
Dear Kocialkowski 
Deen Lambertson 
DeRouen Lamneck 
Dobbins Lanham 
Dondero Lehlbach 
Duffey Lehr 
Durgan, Ind. Lemke 
Eaton Lloyd 
Eicher Ludlow 
Eltse, Calif. Lundeen 
Evans McFadden 
Farley McFarlane 
Fletcher McGugin 
Foulkes Mapes 
Fulmer Marshall 
Gambrill May 
Gibson Meeks 
Glover Merritt 
Goodwin Millard 
Griswold Miller 
Haines Montet 
Hancock, N.Y. Moran 
Morehead 
Mott 
Hollister Musselwhite 
Holmes O'Connell 
Hooper Palmisano 
Hope Parker, N.Y. 
Howard Peavey 
Jeffers Polk 
Jenckes Ramsay 
Jenkins Ransley 
Johnson, Minn. Reece 
ANSWERED “PRESENT "— 
Doughton Fish 
NOT VOTING—133 
Brooks Cole 
Browning Collins, Miss. 
Brunner Connery 
Buckbee Connolly 
Burke, Calif. Cooper, Ohio 
Carley Corning 
Carpenter, Nebr. Cullen 
Carter, Wyo. Darden 
Cart t Delaney 
Cary De Priest 
Celler Dickstein 
Clark, N.C Ditter 


Gillespie Lee, Mo. Perkins Sutphin 
Gillette Pettengill Sweeney 
Goss Lewis, Colo. Peyser Swick 
Granfield Lewis, Md. Pierce Taylor, S.C. 
Hamilton Lindsay Powers 

Hart McClintic Randolph Tobey 
Hartley McDuffie Reed, N.Y. Treadway 
Healey McLean Reid, II. Truax 
Hoeppel McLeod Rich Underwood 
Hoidale McSwain Richardson Waldron 
Hornor Maloney,Conn. Rudd Walter 
Huddleston Maloney, La. Sadowski White 
James Martin, Shoemaker Williams 
Johnson, Okla. Mead Strovich Withrow 
Johnson, W. Ve. Milligan Smith, Va. Wolfenden 
Kelly, Pa. Montague Smith, W.Va. Wolverton 
Kemp Moynihan Stalker Wood, Ga. 
Kennedy, N.Y. Muldowney 8 Wood. Mo. 
Kenney Norton Stokes Young 
Kinzer O'Connor Strong, Pa 

Kurtz O'Malley Sullivan 

Lanzetta Parker, Ga. Sumners, Tex. 


So the resolution was agreed to. 


A motion to reconsider the vote by which the resolution 


was agreed to was laid on the table. 
The Clerk announced the following pairs: 
On this vote: 


Bakewell (for) with Mr. Tobey (against). 

Maloney of Connecticut (for) with Mr. Edmonds (against). 
Rudd (for) with Mr. Ditter (against). 

Lesinski (for) with Mr. Rich ( s 

Johnson of West Virginia Ger with Mr. Muldowney (against). 
Adams (for) with Mr. Connolly (against). 

Cullen (for)) with Mr. Bacharach (against). 
Kenney (for) with Mr. Wolverton (against). 
Flannagan (for) with Mr. Hartley (against). 
Richardson (for) with Mr. Wolfenden (against). 
Sadowski (for) with Mr. Powers (against). 
Walter (for) with Mr. McLean (against). 

Mr. Delaney (for) with Mr. Beck (against). 

Mrs. Norton (for) with Mr. Doutrich (against). 

Mr. O'Connor (for) with Mr. Waldron (against). 
Mr. Corning (for) with Mr. Kinzer (against). 


General pairs: 


Doughton with yi Shere 

Brunner with Mr. 

Ayres of Kansas ath ig Cooper of Ohio. 
Lewis of Maryland with Mr. Blanchard. 
Sullivan with Mr. Martin of Massachusetts. 
Steagall with Mr. Reed of New York. 
McClintic with Mr. Focht. 

Lindsay with Mr. Kurtz. 

McDuffie with Mr. Withrow. 

Collins of Mississippi with Mr. McLeod. 
Cartwright with Mr. Strong of Pennsylvania. 
Arnold with Mr. Buckbee. 

Drewry with Mr. Moynihan. 

Parker of Georgia with Mr. Perkins. 

Smith of West Virginia with Mr. Andrew of Massachusetts. 
Kemp with Mr. Reid of Illinois. 

Sumners of Texas with Mr. Stalker. 
Underwood with Mr, Carter of Wyoming. 
Kennedy of New York with Mr. Swick. 
Maloney of Louisiana with Mr. Frear. 4 
Douglass with Mr. James. 

Mead with Mr. Stokes. 

Connery with Mr. Foss. 

Milligan with Mr. Tinkham. 

Dickstein with Mr. Goss. 

Carley with Mr. Kelly of Pennsylvania. 
Gavagan with Mr. De Priest. 

Boehne with Mr. Shoemaker. 

Auf der Heide with Mr. Andrews of New York. 
Browning with Mr. Fitzgibbons. 

Granfield with Mr. Beiter. 

Celler with Mr. Brooks. 

Huddleston with Mr. Randolph. 

McSwain with Mr. Hoidale. 

Sweeney with Mr. Gillette. 

Young with Mr. O'Malley. 

Pettengill with Mr. White. 

Sirovich with Mr. Darden. 

Smith of Virginia with Mr. Burke of California. 
Sutphin with Mr. Wood of Georgia. 

Cary with Mr. Carpenter of Nebraska. 

Hart with Mr. Peyser. 

Cole with Mr. Lanzetta. 

Clark of North Carolina with Mr. Wood of Missouri. 
Hornor with Mr. Lewis of Colorado. 


BRRRRRRRERES 


Be 


Mr. 
Mr. 


. 


PRRRRRRERRR ERR RERRRRRRSRRSERRERRREERRESERE! 


Mr. JACOBSEN. Mr. Speaker, my colleague the gentle- 
man from Iowa, Mr. GILLETTE, is absent on account of 


sickness. If present, he would vote “ aye.” 
The result of the vote was announced as above recorded. 


Mr. McREYNOLDS. Mr. Speaker, I move that the House 
resolve itself into the Committee of the Whole House on the 
state of the Union for the consideration of the resolution 
(H.J.Res. 149) authorizing an annual appropriation for the 
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expenses of participation by the United States in the Inter- 
national Institute of Agriculture at Rome, Italy. 

The motion was agreed to. 

Accordingly the House resolved itself into the Committee 
of the Whole House on the state of the Union for the con- 
sideration of House Joint Resolution 149, with Mr. Wooprum 
in the chair. 

The Clerk read the title of the House joint resolution. 

The CHAIRMAN. Without objection, the first reading of 
the joint resolution will be dispensed with. 

There was no objection. 

The CHAIRMAN. Under the rule, the gentleman from 
Tennessee [Mr. McREyno.tps] is recognized for 30 minutes 
and the gentleman from New York [Mr. FisH] is recognized 
for 30 minutes. 

Mr. FISH. Mr. Chairman, I should like to propound a 
question to the distinguished chairman of the committee and 
ask him if it can be agreed upon that if we are to have a 
motion to recommit and a roll call, the roll call could go 
over until Monday morning? 

Mr. McREYNOLDS. I understand there will be other 
matters to be taken up after this, and I cannot make that 
agreement. 

Mr. FISH. There are so many Members absent on Satur- 
day afternoon, with the understanding generally that there 
would not be any roll call, that I wish the gentleman could 
make that agreement. 

Mr. MCREYNOLDS. Well, we are going right on with the 
bank bill after this is concluded, and I am not authorized to 
make any agreement whatever. 

Mr. FISH. I do not care about what comes after this. 

Mr. McREYNOLDS. I am sorry, but I cannot make such 
an agreement. We are now in Committee of the Whole any- 
way. 

Mr. BRITTEN. Will the gentleman yield? 

Mr. McREYNOLDS. I do not yield out of my time, Mr. 
Chairman. 

The CHAIRMAN. The gentleman must yield in his own 
time, if at all. 

Mr. McREYNOLDS. I yield myself 3 minutes at present, 
Mr. Chairman. 

Mr. Chairman, I merely take these 3 minutes to correct 
some statements that have been made before this body. 

In the first place, this is not an appropriation. It is an 
authorization which when authorized will go to the Appro- 
priations Committee of the House and which they will have 
every opportunity to investigate thoroughly. 

Another statement has been made that $38,000 of this is 
for a junket. That statement was made out of absolute 
ignorance, and I emphasize the word “ignorance.” Anyone 
who has investigated this matter knows that $38,000 goes to 
this organization as dues on the same basis as other nations 
pay their dues. 

But one delegate is provided in this resolution. He goes 
there and gives all of his time. 

Whether or not the salary should be raised from $5,000 to 
$7,500 is a question for this committee to decide. 

It has been stated also on the floor that the President was 
not for this bill. This statement is not correct. The Secre- 
tary of State endorses it. The Secretary of Agriculture yes- 
terday insisted that the President stated that he wanted this 
passed as part of his farm-relief program. 

I telephoned to the White House and asked the President’s 
secretary to please go to the President at once and ask him 
if I might use his name in connection with the measure and 
whether or not it was one of his measures; and his secre- 
tary advised me that it was and that I had the privilege of 
quoting him as being for this bill. That is the reason it is 
here. 

Mr. CLARKE of New York. Mr. Chairman, will the gen- 
tleman yield? 

Mr. McREYNOLDS. I have not time. 

Mr. CLARKE of New York. I want to ask a simple ques- 
tion. Will not the gentleman give us some examples of 
benefits that have accrued from our participation in this 
institute? 
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Mr. McREYNOLDS. I am going to leave that to gentle- 
men who will follow me and I know they will be glad to 
inform the House in that regard. 

Mr. ALLEN. Is the President in favor of this increase of 
50 percent in the salary of the delegate? 

Mr. McREYNOLDS. I never said that. I said that was 
a matter for the House to decide. 

Mr. ALLEN. Is the committee in favor of this increase? 

Mr. McREYNOLDS. The gentleman witnessed the vote 
in the committee. 

[Here the gavel fell.] 

Mr. FISH. Mr. Chairman, I yield 5 minutes to the gentle- 
man from Texas [Mr. BLANTON]. 

Mr. BLANTON. First, I think it is well to get some of 
the cobwebs out of the way. I do not make any statement 
on this floor unless it is supported by the record. 

They say there is no junket in this. I refer you to the 
report of the committee that they brought in here and I 
read from page 4, the second paragraph: 

From 1906 until 1928 this Government participated actively in 


the Institute being represented on the permanent committee by 
a delegate resident at Rome— 


I call particular attention to this portion of the state- 
ment 
and sending delegations to the biennial meetings of the general 
assembly. 

Not sending one man but sending delegations. ` 

What did the gentleman from Tennessee mean when he 
put in this report, a report from the Secretary of State— 
and it is the same report Stimson sent here 

Mr. McREYNOLDS. Mr. Chairman, will the gentleman 
yield? 

Mr. BLANTON. No, Iam sorry, I cannot yield. 

Mr. McREYNOLDS. I wish to explain the gentleman’s 
statement. 

Mr. BLANTON. I cannot yield. If the gentleman can- 
not yield me any Democratic time, I cannot yield to him. 
It is unfortunate when things come to such a pass that a 
Member who has been supporting the Democratic ticket ever 
since he has grown up has to go to the Republican side to 
get time to talk against an extravagant Republican bill. 
Why, this is a Republican bill. It was formulated by the 
Republican Department of Agriculture, by a Republican 
Secretary of State under a Republican President. Presi- 
dent Hoover sent it here in the last Congress as a Repub- 
lican measure. 

Mr. TABER. Mr. Chairman, will the gentleman yield? 

Mr. BLANTON. Yes. 

Mr. TABER. We are prepared to repudiate it, anyway. 

Mr. CLARKE of New York. Mr. Chairman, will the gen- 
tleman yield? 

Mr. BLANTON. I regret that I cannot yield; I have but 
5 minutes; I am sorry. 

Mr. FISH. I will yield the gentleman an extra minute if 
he will yield for a question. 

Mr. BLANTON. Iam glad to yield to the gentleman from 
New York, who has been so generous and courteous in the 
matter of time. I am glad to yield to him. 

Mr. FISH. I wish to point out to the gentleman from 
Texas that as the resolution was recommended by the Re- 
publican administration it carried a salary of only $5,000. 

Mr. BLANTON. That is right; but the gentleman from 
Tennessee [Mr. McRreyno.ps] has raised it 50 percent. He 
proposes to pay $7,500. Is the President now in the White 
House in favor of the raise? He is not. I make the state- 
ment on my own responsibility that the President of the 
United States is not in favor of raising the salary of any 
Italian employee of this Government over in Rome, Italy, 
50 percent. 

Mr. KELLER. He is not an Italian. 

Mr. BLANTON. If the gentleman from Illinois will keep 
still a minute, he will learn something. If Sot Bioom has 
got no junket in this, I want him and the gentleman from 
Tennessee to explain this language, which I quote from the 
committee report, when, in explaining just how the State 
Department has spent this annual appropriation, which one 
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year amounted to $68,340, Mr. Henry L. Stimson, then Sec- 
retary of State, said: 

From 1906 until 1928 this Government participated actively in 
the institute, being represented on the permanent committee by a 
delegate resident at Rome, and sending delegations to the biennial 
meetings of the general assembly. The annual appropriations for 
the support of this Government’s part in the institute varied in 
the period 1922-28 between $29,577 and $68,340. 

Just what did he mean when he said, “And sending dele- 
gations to the biennial meetings ”? 

He did not say one delegate. He said delegations. That 
term “delegations ” cannot be explained away. It is ex- 
pected to send more delegations to Rome, Italy, and this is 
the reason this bill is written so as to provide $48,500 for 
such annual expenditure. 

I have a breakdown of our expenses for this institute for 
the past 3 years and this year, which was furnished me by 
Mr. Carr, of the Department of State, and from it you will 
note that our quota—and by quota is meant the annual con- 
tribution we are due this institute every year for expenses 
of it—was $4,713.28 in 1930, and $4,722.55 in 1931, and 
$4,689.33 in 1932, and $5,400 for 1933, this year, which has 
not yet been paid. Here is the statement: 


Expenditures on account of the International Institute of 
Agriculture at Rome, Italy 


Calendar | Calendar | Calendar 
year 1931 | year 1932 | year 1933 


—U— | | —— 


Calendar 


Stenographic services 
Communication service. = 
Travel expenses 


Equipment 
* expens: 


Total expenditures 5, 786. 93 
Unexpended balances 


6, 147. 19 
4, 912.81 


Total appropriations 


Payment has not yet been made. 


Now, if our quota, or contribution, for expenses of the 
institute is only about $5,000 per annum, and we pay the 
salary of $7,500 and the allowance of $5,500, where is the 
balance of this $48,500 going? Remember what Mr. Stimson 
said, For sending delegations.” It is for “ delegations.” 

Mr. BLOOM. What is the gentleman reading from? 

Mr. BLANTON. I am reading from the gentleman’s re- 
port. Our friend Sol let too much go into this report of the 
committee. 

I have not yielded to the gentleman. 

Mr. BLOOM. Mr. Chairman, a parliamentary inquiry. 

The CHAIRMAN. The gentleman will suspend. The gen- 
tleman from Texas has the floor, and gentlemen know they 
have no right to interrupt him unless the gentleman yields. 

Mr. BLOOM. Mr. Chairman, a parliamentary inquiry. 

The CHAIRMAN. The gentleman will state it. 

Mr. BLOOM. If the gentleman from Texas mentions my 
name specifically and calls attention to a certain thing he is 
going to read, have I not the right to ask him what he is 
reading from and to state the page? 

The CHAIRMAN. Not unless the gentleman agrees to 
yield, and the gentleman refuses to yield. 

Mr. BLANTON. I think that is a fair, just inquiry, and if 
the gentleman will yield me 2 minutes extra I shall yield to 
him. 
Mr. BLOOM. I have not got it. 

Mr. BLANTON. I want to ask you this question, and I 
am talking to my Democratic colleagues. If there is no 
junket in this, what did Brother McRrynoLtps mean when he 
put in his report, “ For sending delegations ”, and so forth? 

Mr. McREYNOLDS. I can explain that to the gentleman 
if he will let me. 

Mr. BLANTON. Just a minute. What did the gentleman 
mean when he put in here, as coming from the State De- 
partment, this language, “And sending delegations to bien- 
nial meetings ”? 
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Mr. McREYNOLDS. That is true as to those meetings 
when another authorization was made, but that is not true 
as to this authorization. 

Mr. BLANTON. I hope the Chair will not take this out 
of my time, because I did not yield. 

Mr. McREYNOLDS, The gentleman asked me the ques- 
tion. I am giving the gentleman a little bit of what he has 
been giving everybody else. 

Mr. BLANTON. Mr. Chairman, do not take this out of 
my time. 

Now, listen to this: 

“ Sixty-eight thousand three hundred and forty dollars it 
costs 1 year.” Was there not a delegation sent on that 
money? 

Mr. McREYNOLDS. There might have been, but this does 
not provide for that. 

Mr. BLANTON. If they sent delegations in the past, why 
will not they send them in the future? If you take the dele- 
gations out of this bill and if you will take the junket to 
Rome out of it, there will not be all this intensive interest 
in it. 

Mr. McREYNOLDS. I have a statement right here [in- 
dicating] showing that what I stated is absolutely true. 

Mr. BLANTON. Mr. Chairman, the gentleman from Ten- 
nessee is the most unfair man I ever saw. 

Mr. McREYNOLDS. I thank you, sir; but I cannot beat 
vou. 

Mr. BLANTON. He is in charge of all of the time on the 
Democratic side, and he will not yield any of his own time 
and he has limited the debate against his bill to 30 minutes, 
and then he takes up all our time. This is not fair. 

Let me tell you about gathering statisties for the farmers. 
Do you know what is the matter with the farmers today? 
The farmers have been bankrupt with statistics. God save 
the farmers from more statistics. They do not want any 
more statistics. [Applause.] 

[Here the gavel fell.] 

Mr. FISH. Mr. Chairman, I yield the gentleman from 
Texas 1 minute. 

Mr. BLANTON. Mr. Chairman, all of us appreciate my 
splendid, brilliant, young friend from Iowa, Dr. WEARIN. 
He is one of the most brilliant young men in the House. I 
take my hat off to him. He is just 30 years old. He has 
not had time to learn much, practically, about actual farm- 
ing. He graduated at the Tabor Academy when he was 17 
years old in 1920, and then he was graduated from Grinnell 
College in 1924, and then in 1926 he became treasurer of his 
local school system at home. He went abroad for a year 
and studied at Rome and then in 1928 he became a member 
of the Iowa Legislature. He was the Democratic leader 
there for 4 years, and as a splendid young stalwart Democrat 
I take off my hat to him, but he does not know much about 
the way departments here provide junkets. [Laughter and 
applause.] 

Mr. FISH. Mr. Chairman, I yield 2 minutes to the gentle- 
man from Illinois [Mr. BRITTEN]. 

Mr. BRITTEN. Mr. Chairman, the distinguished Chair- 
man of the Committee on Foreign Affairs suggested to the 
House a few moments ago that this bill did not carry an 
appropriation. Of course it does not, but it carries a direc- 
tion to the Committee on Appropriations to appropriate, not 
only this year but every year from now on, $48,500. And 
what for? To be expended almost entirely in Rome for sus- 
taining the International Institute of Agriculture. 

In the name of heaven, my good friends, is there an ounce 
of common sense in throwing $48,500 into a wastebasket in 
Rome at a time when we have millions out of employment 
in the United States, at a time when we are cutting every 
dollar out of every appropriation we possibly can, at a time 
when we are discharging thousands of Federal employees 
all over the United States and at a time when everybody is 
clamoring for economy, including the President himself? 
Day after day there comes the cry for more economy. 

I regard the Committee on Foreign Affairs very highly, 
but I cannot understand how any reasonable organization of 
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men, who have to account to their constituency from time 
to time and who are down here reducing the salary of every- 
body all the way down the line, can be in favor of a propo- 
sition of this kind. 

We have never had a condition like the present emergency, 
and how a body of reasonable men can come in here and 
ask us to dump practically $50,000 a year into a hopper in 
Rome in the interest of the American farmer is more than 
I can understand. There has never been as silly a proposi- 
tion as this presented to the House, and it ought to be 
overwhelmingly defeated. [Applause.] 

{Here the gavel fell.] 

Mr. MCREYNOLDS.. Mr. Chairman, I yield 10 minutes 
to the gentleman from Ohio [Mr. KLOEB]. 

Mr. KLOEB. Mr. Chairman, ladies and gentlemen of the 
Committee, I have always found it profitable in presenting 
a case to a reviewing court to get the facts of the case 
plainly before the court, because it has been my experience 
that if the court has the facts correctly it can more correctly 
apply the law. 

I feel that in this case I am about to present, the facts 
are grossly misunderstood. When you have the facts you 
are going to favor this measure. I hope that you will not 
interrupt me as I proceed with the statement of the facts 
until about the time of my conclusion. Then I shall be glad 
to answer any question that I am capable of answering. 

What is this Institute of Agriculture? Back in 1906 there 
arose the necessity in the Agricultural Department of the 
Government that the farmers of the United States should 
obtain data that would be of assistance to them in planting 
their crops and in marketing those crops. 

Someone has said, Well, what is the function of our 
Department of Agriculture?” Its function is to gather 
statistics in the United States. It has no representatives in 
the forty-odd countries of the world. The duty of repre- 
senting us belongs to our delegate to this institute. If the 
Government wanted to gather statistics from the forty- 
odd countries, it would be necessary to have a representative 
go to each of those countries. For this reason they found 
that it would be more economical and simpler to have co- 
operation among the agricultural nations of the world, and 
have each send a permanent representative at a given place, 
and there, with the assistance of clerks and expert statis- 
ticians assimilate the statistics, as well as market and crop 
conditions, from agricultural countries of the world that 
come in in all the languages of the world. 

These facts are presented in their various languages to 
this institute, are digested, assimilated, and printed in vari- 
ous languages of the world, and in the form of reports are 
sent over here, not only to the Department of Agriculture 
but also to all the farmers’ colleges, the agricultural insti- 
tutes, and the extension bureaus. Daily cables are sent to 
the Agricultural Department on market and crop condi- 
tions. 

What do you say this is to accomplish? Let me tell you 
what it has accomplished. In 1928, 135,000 farmers at- 
tended the extension schools in the United States. In 1931 
846,000 farmers attended these agricultural institutes, these 
extension courses. Where do these extension courses get 
the world-wide statistics on products, on cost of marketing, 
on the probabilities of marketing for future crops? They 
get them from the Agricultural Institute in Italy where we 
have one representative. 

Mr. JOHNSON of Minnesota. Will the gentleman yield? 

Mr. KLOEB. No; I told the gentleman I could not yield 
until I had finished stating the facts. My friends, since 
1906, when this Government by treaty became a party to 
that institute, we have been a member. We have sent 
annually a representative, who has resided in Italy, and 
we were fortunate since 1906 up to 1919 in having as our 
representative David Lubin, of Sacramento, Calif., an ex- 
tremely wealthy man whose business was agriculture. 

He was the father of this institute. This gentleman paid 
much of his own expenses. He paid out much of his own 
private income in order to maintain himself and his staff 
of assistants. 
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In 1919 he died, and a Mr. Hobson was appointed to suc- 
ceed him. In 1928 there arose some difficulties over there 
in connection with the Italian delegate who sought to rule 
the entire delegation, and we withdrew our man. 

From 1928 to this time, under the terms of the treaty, we 
have been paying our assessment for maintenance of the 
institute in French francs—not gold francs, but 3.90 francs. 

Thus we reduced our payments for the maintenance of 
the institute to $4,800 in American money. The institute 
has found that it cannot operate without the assistance of 
American statistics and without the full American contri- 
bution; as a consequence in 1931, our State Department 
sent its representative to Italy and ironed out all these dif- 
ficulties, and is now asking this Congress to again author- 
ize an appropriation to permit a representative from this 
country to join all of the other agricultural nations of the 
world. We are the only country that is an agricultural 
nation that does not belong to this institute. That we now 
be permitted to rejoin is what is being asked in this reso- 
lution. President Hoover asked for this in June of last 
year in a special message to the Congress. Mr. Stimson, 
then Secretary of State, asked for the same thing. The 
present Secretary of State, Mr. Cordell Hull, asks for it, and 
the present President of the United States asks for it. The 
present Secretary of Agriculture asks for it, as did the 
former Secretary of Agriculture. Can all of these gentle- 
men be wrong? 

Mr. WEIDEMAN. And did the President ask for a 50- 
percent increase in the salary of the delegate? 

Mr. KLOEB. I shall answer the gentleman. When he 
speaks of a 50-percent increase in salary he makes an 
inaccurate statement. The past salary of $5,000 is now 
subject to a 15-percent cut, making $4,250 available. In 
view of the fact that under former conditions none but a 
wealthy man could be appointed at the prevailing salary, 
and none but a wealthy man could be appointed at a salary 
of $4,250, the Director of the Budget, Mr. Lewis Douglas, 
than whom there is no man in the Government service who 
more desires economy, asks that this increase be made. 
The President will then have an opportunity to select a man 
at a salary of $7,500 a year, less 15 percent, and will not be 
confined to a selection from among wealthy men, who may 
know nothing about agriculture or agricultural statistics. 
With this arrangement he may possibly find some professor 
of an agricultural college who has the proper background 
in respect to economics and agriculture. 

The CHAIRMAN. The time of the gentleman from Ohio 
has expired. 

Mr. FISH. Mr. Chairman, I yield 3 minutes to the gen- 
tleman from Michigan [Mr. Harr). 

Mr. HART. Mr. Chairman, as a practical farmer, as one 
who has been engaged in marketing farm products for some 
30 years, and who knows something about the problems 
not only of farming but of the distribution of farm products, 
I listened with interest to the remarks of the gentleman 
from Ohio [Mr. Kiogs]. If there is one thing that he 
demonstrated in his 10 minutes, it is that he knows abso- 
lutely nothing about agriculture or the marketing of agri- 
cultural products. He demonstrated, however, that he is 
thoroughly familiar with the language of farm propagan- 
dists and he knows the language of the Agriculture Depart- 
ment, which has increased its appropriations steadily as the 
income of the farmer has gone down. That is patent to 
everyone. As fast as we have increased the appropriations 
of the Agriculture Department the income of the farmer 
has declined. The farmer is suffering today from too many 
figures produced about his business. If he is successful in 
growing a good crop, long before he can offer any portion 
of it to the consuming public our statisticians in the De- 
partment of Agriculture have broadcast the fact to the 
world—sold the price down on top of his head. That is the 
trouble with agriculture today. We have too many econo- 
mists and too many statisticians. [Applause.] I hope we 
will get rid of one of them today. 

I am operating today an 800-acre farm, every foot of 
which is under the plow. I do not require any representa- 
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tive at Rome. The figures can be collected from the trade 
in this country. My crop happens to be beans. We raise 
75 percent of all the white beans grown in the United States 
in the State of Michigan. I am able to obtain in Europe the 
crop acreage as soon as it is planted. 

I never heard in my 30 years of experience of any agricul- 
tural institute at Rome until I came here. I was able to get 
the figures with reference to the product I handled. I was 
able to get them from Greece, from Holland, from France, 
from Rumania, and points in the Far East. I had a clear 
picture before me of what was going on in Europe and the 
Near East with reference to beans. I knew what was grown 
in Manchuria and in Japan and China, and yet I never 
heard of the Agricultural Institute in Rome until I came to 
this Congress and was assigned to the Committee on Ap- 
propriations and to the bill where the Agricultural Depart- 
ment gets its money. [Applause.] 

The CHAIRMAN. The time of the gentleman from Michi- 
gan has expired. 

Mr. FISH. Mr. Chairman, I yield 3 minutes to the gen- 
tleman from Minnesota [Mr. JOHNSON]. 

Mr. JOHNSON of Minnesota. Mr. Chairman, I am sorry 
that we should take up so much time of Congress with only 
$48,000. There are greater things to talk about than that, 
but I want to say to you that when you say we are going to 
send a delegation over to Rome to get information, you are 
badly mistaken. I do not care where you send them over in 
Europe, they will get some information. There is no ques- 
tion about that, but we have had enough information about 
agriculture and how to raise these wonderful things that we 
can produce in this country. 

I have known conditions in Europe. I was born and grew 
up over on the other side of the Atlantic, and I have gotten 
information about what they are doing over there the last 
40 years. But I say that when this gentleman from Ohio, an 
attorney or business man, or whatever he is, talks about the 
great attendance of farmers at the extension meetings of 
the great agricultural colleges, and so forth, he does not dare 
deny that the people do not attend them as much as they did 
at one time. I know two of the leading speakers, super- 
visors in my own State of Minnesota, who have told me 
personally that this work has been overdone. 

When I get up in the morning and turn on the radio 
there is information about the prices of hogs and cattle and 
grain. If I turn on the radio at noontime, there is more 
information, and also until midnight. We get all the infor- 
mation we want. The trouble with us is that we have been 
raising too much, and if you farm with common horse sense, 
you do not need so many experts around your neck. [Ap- 
plause.] I repeat the statement I made on the floor of 
Congress yesterday, that I do not belittle the efforts of these 
people who are trying to raise a better cow or a better sow 
or a better hen 

The CHAIRMAN. The time of the gentleman from Min- 
nesota [Mr. Jonson] has expired. 

Mr. FISH. Mr. Chairman, I yield 1 additional minute to 
the gentleman. 

Mr. JOHNSON of Minnesota. One minute is not sufficient 
time to make the remarks which I would like to make. I 
say to you I have gone into the Red River Valley of Minne- 
sota and North Dakota and seen millions of bushels of pota- 
toes rotting in the ground because of overproduction. When 
God Almighty gives us rain and sunshine we can raise it. 
Our problem is to get an honest and fair price on the mar- 
kets in this country. If you attorneys and other profes- 
sional and business men will see that we have a market for 
our products and see that we farmers get the cost of produc- 
tion plus a little profit, you can go home with the satisfaction 
that the farmers are going to produce enough so that the 
people of this country will live. [Applause.] 

The CHAIRMAN. The time of the gentleman from Min- 
nesota [Mr. JoHnson] has again expired. 

Mr, FISH. Mr. Chairman, I yield 2 minutes to the gen- 
tleman from Kansas [Mr. Hope]. 

Mr. HOPE. Mr. Chairman, I rise in these 2 minutes simply 
to discuss the statement that was made by the gentleman 


who just preceded me, that all the agricultural information 
that is put out over the radio and in other ways by our De- 
partment of Agriculture originates in the International In- 
stitute of Agriculture. I am sure, if the gentleman, whom I 
know wants to be correct in his statements, will look into the 
matter, he will find he is very much mistaken about this. 

Mr. BLOOM. I did not say that. 

Mr. HOPE. Iso understood the gentleman, and, whatever 
his exact language may have been, its clear implication was 
as I have stated it. We may get some information from 
the International Institute of Agriculture, but I venture to 
say that the International Institute of Agriculture gets 10 
times more information from the United States Department 
of Agriculture than the Department of Agriculture gets from 
that institution. 

We have in every country of the civilized world the Ameri- 
can Consular Service, which is at the beck and call of the 
Department of Agriculture and the Department of State, 
to obtain any agricultural information which may be de- 
sired. We have in the Bureau of Agricultural Economics our 
foreign agricultural service, with its attachés in all the 
principal countries of the world and with ample facilities 
to get all the information we may need from other coun- 
tries. We have the Department of Commerce, with its far- 
flung organization equipped to secure such data as we may 
need with regard to production and markets. And in the 
Bureau of Agricultural Economics, in the Bureau of Plant 
Industry, and in all the other great bureaus of the De- 
partment of Agriculture we have able and experienced men 
to coordinate this information and get it before the farmers 
of the country. This great organization of our own—not 
the institute at Rome—is the source of our agricultural in- 
formation. [Applause.] 

{Here the gavel fell.] 

Mr. FISH. Mr. Chairman, I yield 2 minutes to the gentle- 
man from Michigan [Mr. Fou.xes]. 

Mr. FOULKES. Mr. Chairman, I am a new Member from 
Michigan, and this is the first time I have said a word on 
the floor of this House. I am a farmer. I farm more land 
than any other individual in that State. My family mem- 
bers have 80,000 acres of land, all under cultivation, and I 
want to say to these statesmen assembled here today that I 
think I understand the farming business. 

I have sat here for nearly 90 days listening to arguments 
on agriculture as a member of the great Agriculture Com- 
mittee and under the leadership of our distinguished Chair- 
man, Mr. Jones, of Texas, I have labored hard and consci- 
entiously in an honest effort to assist in framing sound 
legislation. I want to say to you that in my humble judg- 
ment most of your arguments are unsound and you do not 
understand the farming problem. 

I want to appeal to those Broadway statesmen and to the 
Statisticians and to these professors of the Agriculture 
Department and other departments to let us farmers alone. 
CApplause.] 

I have heard more misinformation on that subject in the 
last 60 days than I ever knew existed anywhere. 

As far as this bill is concerned, I want to say that I never 
heard of this association, this Institute, before in my life. 
If it is performing any functions, or has been of any benefit 
to me, I do not know it. Let me say further that if I could 
I would abolish the Agriculture Department. [Applause.] 
It is a nuisance and a delusion and a snare. You Broadway 
gentlemen ought to let us farmers alone. We know what 
we want, and if you will give us a little friendly cooperation, 
we will straighten out the agricultural question. [Applause.] 

Mr. FISH. Mr. Chairman, I yield 2 minutes to the gen- 
tleman from New York [Mr. TABER]. 

Mr. TABER. Mr. Chairman, no one has yet told us why 
we should have these consular agents in every State and 
town in the world to get information in reference to all 
subjects pertaining to agriculture, representing the Depart- 
ment of Agriculture all over the world, representing the 
Department of Commerce all over the world, and still have 
to have an Institute of Agriculture from which we get some- 
thing else. Is it not about time we developed our efforts 
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with some kind of concentration in making our consular 
and agricultural officers perform more service, instead of 
getting into something else and spending more money? 
{[Applause.] We are never going to help the farmers unless 
we stop this kind of monkey work. [Applause.] 

Mr, FISH. Mr. Chairman, I yield myself the balance of 
the time. 

Mr. Chairman, I ask unanimous consent to speak out of 
order for the balance of time. 

The CHAIRMAN. Is there objection to the request of the 
gentleman from New York? 

There was no objection, 

Mr. FISH. Mr. Chairman, today’s newspapers include an 
Associated Press report that the Finance Minister of Italy, 
Mr. Jung, who recently visited this country to discuss world 
economic problems, has just returned to Italy, and the day 
following his return he went before the Italian Parliament 
and urged a debt reduction of 80 percent by all nations 
which owe us money on war debts. I feel that this is the 
proper place and proper time, at least, to present the Ameri- 
can point of view and to protest any attempt by the Italian 
Government to dodge its just debts to the United States. 

Mr. HOEPPEL. Mr. Chairman, will the gentleman yield? 

Mr. FISH. I cannot yield in 8 minutes on this subject. 
We showed more liberality and generosity to Italy in the 
settlement and adjustment of the war debts than to any other 
country. We reduced the war debt to Italy 75 percent and 
asked her to pay only 25 percent, in comparison to the settle- 
ment with Great Britain, which is on an 80-percent basis; 
with France, which is on a 50-percent basis; and Belgium, 
which is also on a 50-percent basis. The Italian war-debt 
settlement was by far the most generous that we made. Yet 
the same Italian minister, Mr. Jung, who came over here as 
the guest of our Nation, largely, so it developed, as the guest 
of the Democratic Party, as soon as he returned to his own 
land, goes before his Parliament and proclaims that not only 
Italy but that all the Allied Nations should have a reduction 
of 80 percent on the war debts due the United States. He 
said, “ We are not able to pay.” 

The record shows that we loaned to Italy 60 percent of her 
war indebtedness after the armistice was signed, or $1,031,- 
000,000 prior to the armistice and $617,000,000 postarmistice. 
Yet Finance Minister Jung comes along now and says that 
Italy is not able to pay, in spite of the fact that we have 
reduced the debt by 75 percent, and claims that we must 
reduce it 80 percent. Whether he means 80 percent of the 
remaining 25 percent or 80 percent of the whole debt it is 
difficult to tell from the Associated Press report. The basis 
of his argument is that Italy has not the capacity to pay. 
I think it would have been fairer to state that she did not 
have the willingness to pay. Yet the Italian Government, 
at the present time and for the last 3 years, has been spend- 
ing more on its naval armaments than either Great Britain 
or Japan. The following are the figures showing the ap- 
propriations for new naval construction in Italy, British 
Empire, Japan, and France: 

Italy: 1930-31, $31,600,000; 1931-32, $37,100,000; 1932-33, 
$38,100,000. 

British Empire: 1930-31, $30,500,000; 1931-32, $21,500,000; 
1932-33, $33,700,000. 

Japan: 1930-31, $40,800,000; 1931-32, $33,500,000; 1932-33, 
$26,900,000. 

France: 1930-31, $39,400,000; 1931-32, $34,600,000; 1932- 
33, $29,700,000 (for 9 months only). 

These figures submitted by our naval intelligence show 
that Italy, which never has been a naval power, is spend- 
ing more money for new construction than the British Em- 
pire or Japan. 

I was told just a few moments ago that the President of 
the United States made a statement yesterday that if he had 
any recommendations to make or if any recommendations 
were made to him, in regard to a reduction in war debts, 
he would take it up with the Senators. I am afraid, if that 
statement is correct, that the President is under an 
erroneous impression that the war-debt settlements or ad- 
justments are treaty matters that must go to the Senate. 


CONGRESSIONAL RECORD—HOUSE 


May 20 


The war-debt settlements were initiated in the House of 
Representatives, and they must come back to the House of 
Representatives for revision and the consent of Congress 
must be had if there is to be any change or modification of 
the settlement with Italy or any other nation. The matter 
should come back here to the Ways and Means Committee 
and be considered there. If we want to reverse ourselves, 
that is our privilege. I am not one of those die-hards. I 
believe there should be certain adjustments in the war 
debts, particularly with Great Britain; but it seems to me 
almost an act of impertinence for the Finance Minister of 
Italy, the day after he gets back from his visit here, to go 
before the Italian Parliament and demand that there should 
be a reduction of 80 percent, in spite of the fact that we 
have been almost overgenerous with Italy in comparison 
with every other country in the world. The resolution be- 
fore us authorizes the expenditure of $48,500 to pay our 
share toward the maintenance of an International Institute 
of Agriculture at Rome. Perhaps we might save something 
out of the Italian war debt by saying that we will adjust 
these debts and let Italy pay the $48,500. 

It is apparent to me that Italy does not propose to pay 
any of the war debt, but expects to cancel it, and that too 
is indicated in the statement of Mr. Jung, the Italian Fi- 
nance Minister, according to the press reports today. He 
proposes a reduction not only of 80 percent, but in a part 
of his speech to Parliament an actual cancelation of the war 
debt. It is time for the Congress of the United States to 
discuss this war-debt issue and let foreign nations and their 
people know that there is an American side to it. I know 
of no better or more proper place to discuss our relations 
with foreign nations than the floor of the House of Repre- 
sentatives and thereby at least inform our people back 
home. I believe in the old Wilsonian doctrine of open 
covenants openly arrived at. We did not start the World 
War. We went over there and changed the tide of defeat 
into one of victory. We asked for nothing and that is ex- 
actly what we got—nothing at all—no plunder, no con- 
quered territory, no indemnities, and no reparations but the 
allied nations are united in wishing the financial burden of 
the war on the backs of the American people. Italy got 
the Tyrol and Fiume, and parts of Africa. We all know 
what England and France took as their share of the spoils 
of war. If these nations want a reduction in their war debts, 
it is proper for them to discuss it with our representatives, 
but not while spending vast sums on naval and military 
armaments to plead incapacity to pay anything and to 
demand cancelation. 

Mr. HOEPPEL. Mr. Chairman, will the gentleman yield? 

Mr. FISH. Yes. 

Mr. HOEPPEL. The gentleman says that we received 
nothing as a result of the war. We did receive something. 
We received the name of Shylock. 

Mr. FISH. We got just what we get in every interna- 
tional conference that we have gone into. We have always 
got it in the neck in every foreign conference, and prob- 
ably always will, and that is why the American people have 
so little faith in any international conference. Before we 
actually enter into these conferences there are secret mili- 
tary treaties, threats of repudiation of debts and agree- 
ments made in advance and often never known. 

What is the significance of the statement made by Mr. 
Jung. Was there any discussion of the war debts between 
the Italian Finance Minister on his recent visit to Wash- 
ington and the “brain trust?” Is this proposal a part of 
any agreement or even suggestion on the part of anyone in 
the American Government, or is it merely an attempt to feel 
out public opinion in the United States? No member of the 
opposition or Republican Party was even invited to attend 
the conferences with foreign statesmen held at Washington 
even as an observer. The administration for the first time 
since the Civil War has carried partisanship to such a de- 
gree on international issues that the opposition only learns 
the facts from the newspapers or from statements made by 
foreign diplomats or contained in European press dis- 
patches, 
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_Mr. BLANTON. Mr. Chairman, will the gentleman yield? 

Mr. FISH. Yes. 

Mr. BLANTON. This committee report shows that we 
have gotten it in the neck in this conference at Rome, and 
since 1928, because we did get it in the neck, we have not 
participated at all. 

Mr. KELLER. Why do we get it in the neck? 

Mr. FISH. Because before we actually get into these 
conferences, before we participate, we find other agreements 
have been made, whether they be tariff agreements, as you 
read in the newspapers a few weeks ago or secret military 
treaties, and in this case, the Finance Minister of Italy, 
Mr. Jung, evidently was not speaking alone for Italy, but 
was speaking for the allied nations. [Applause.] 

The CHAIRMAN, The time of the gentleman from New 
York has expired. All time has expired and the Clerk will 
read. 

The Clerk read as follows: 

Resolved, etc., That the sum of $48,500, or so much thereof as 
may be necessary, is hereby authorized to be appropriated an- 
nually for the expenses of participation by the United States in 
the International Institute of Agriculture at Rome, Italy, to be 
expended under the direction of the Secretary of State in the 
following manner: 

(1) Not to exceed the equivalent in United States currency of 
192,000 gold francs for the payment of the annual quota of the 
United States for the support of the institute, including the 
shares of the Territory of Hawali, and of the dependencies of the 
Philippine Islands, Puerto Rico, and the Virgin Islands. 

(2) Not to exceed $7,500 for the salary of a United States mem- 
ber of the permanent committee of the International Institute of 
Agriculture. 

(3) Not to exceed $5,500 for rent of living quarters, including 
heat, fuel, and light, as authorized by the act approved June 
26, 1930 (46 Stat. 818); compensation of subordinate employees 
without regard to the Classification Act of 1923, as amended; 
actual and necessary traveling expenses; and other contingent 
expenses incident to the maintenance of an office at Rome, Italy, 
for a United States member of the permanent committee of the 
International Institute of Agriculture. 


During the reading of the House joint resolution the 
following occurred: 

Mr. GLOVER. Mr. Chairman, a parliamentary inquiry. 

The CHAIRMAN. The gentleman will state it. 

Mr. GLOVER. I should like to ask at what point amend- 
ments might be offered; whether at the end of each para- 
graph or at the end of the section. 

The CHAIRMAN. After the bill has been read in its 
entirety. There is only one section in the bill. 

Mr. BLANTON. Mr. Chairman, there is a proper motion 
in order at this juncture, and I make it. I move that the 
committee do now rise and report this bill back to the 
House with the recommendation that the enacting clause be 
stricken out. 

The CHAIRMAN. The motion of the gentleman is not 
in order until the section has been entirely read. There is 
only one section in the bill. 

Mr. FISH. Mr. Chairman, a parliamentary inquiry. 

The CHAIRMAN. The gentleman will state it. 

Mr. FISH. I trust the Chairman will recognize members 
of the committee to offer amendments at the conclusion of 
the reading of the bill. 

The CHAIRMAN. The Chair will endeavor to follow the 
rules and precedents of the House. 

The Clerk concluded the reading of the bill. 

Mr. FISH. Mr. Chairman, I offer an amendment. 

The Clerk read as follows: 

Amendment offered by Mr. Fisu: On page 1, line 4, after the 
word “appropriated “, strike out the word * annually.” 

The CHAIRMAN. The question is on the amendment 
offered by the gentleman from New York [Mr. FIsH]. 

Mr. FISH. I should like to be heard briefly, Mr. Chairman. 

Mr. McREYNOLDS. Mr. Chairman, I have no objection 
to the amendment. 

The amendment was agreed to. 

Mr. ALLEN. Mr. Chairman, I offer an amendment. 

The Clerk read as follows: 


Amendment offered by Mr. ALLEN: On page 2, line 5, after the 
word exceed, strike out “ $7,500" and insert in lieu thereof 
* 5 
“ $5,000.” š 
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Mr. ALLEN. Mr. Chairman, the International Institute 
of Agriculture was proposed by an American citizen, David 
Lubin, of California. Believing in its importance he suc- 
ceeded in obtaining the support of the King of Italy, who, 
in 1905, invited most of the Nations of the World to send 
delegates to an international conference in Rome to con- 
sider the formation of such an agricultural organization. 
Henry White, Ambassador to Italy, was the delegate from 
the United States. The conference was attended by dele- 
gates from 40 countries. The United States ratified the con- 
vention in 1907. The Institute was established in Rome, 
where it occupies a building provided for its use by the Italian 
Government. 

The purposes of the institute are: 

(a) Collect, study, and publish information concerning 
farming, the commerce in agricultural products, and the 
prices prevailing in the various markets. 

(b) Indicate wages paid for farm work throughout the 
world. 

(c) Make known the new diseases of vegetables and farm 
products which may appear in any part of the world, show- 
ing territories infested, the progress of the disease, and, if 
possible, the remedies which are effective in combating 
them. 

(d) Submit to the approval of governments measures for 
the protection of the common interests of the farmers. 

In my opinion, there is not any question as to the practical 
benefit obtained. Its work is fundamentally strong and the 
service that it renders to our Government is very valuable. 
The Chief of the Bureau of Agricultural Economics wrote on 
June 7, 1932, as follows: 

The official estimates of acreage, crop conditions, and production 
are of great value to the Department of Agriculture and the State 
agricultural colleges. 

At no time has there been so many requests from farmers for 
information on world conditions. 

The annual appropriation for the support of it for the 
United States has varied in the period 1922-28 between 
$29,577 and $68,340. 

You are all aware of the plight of the farmer. One of 
the major causes of this crisis is overexpansion of world 
agriculture. Our own production expansion must be ad- 
justed in the light of world competition and demand. It is 
necessary that we export some of our output and also mest 
foreign competition in our own markets. It is therefore 
important that our farmers have reliable information on 
world agricultural conditions. 

I am in accord with the resolution, with the exception of 
the increase in salary for the United States member. Since 
our entrance in 1905 the salary of the member has been 
$5,000 per year, with a reasonable allowance for light, heat, 
and quarters. To the best of my judgment, this is the first 
resolution that has been brought into this House asking for 
an increase. It has been explained to me by several of the 
Committee on Foreign Affairs who are in favor of this reso- 
lution in its entirety that $5,000 is not sufficient to obtain 
the services of a competent man; that former members were 
of great wealth and the money phase of it was immaterial. 
They further told me that a man in that position must enter- 
tain lavishly. My friends, I would ask you if any Member 
of this Congress can conscientiously raise the salary of any 
United States employee 50 percent in order that he may 
entertain extravagantly, when only the past month we have 
reduced the compensation of the $1,000-a-year scrubwoman 
15 percent, the total-disabled war veteran all the way from 
20 to 100 percent? When for economy sake we are retiring 
efficient men from the Government service because—and 
only because—they have given 30 years of honest and effi- 
cient service. 

I would ask you when this Government has seen fit also 
to take the pension away from thousands of widows of 
veterans—I have been told that many widows of those heroes 
who gave their lives with the fall of the Akron will receive 
but $22 per month—when it has seen fit to reduce our 
national defense, how can any Member explain a vote to 
increase the salary of an employee 50 percent when the 
administration is crying “ economy ”? 
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I would respectfully ask my friends that you be consistent 
with yourselves, to be fair with those who have been com- 
pelled to sacrifice during this emergency, and to vote to keep 
the salary the same as it has been for over 20 years instead 
of raising it 50 percent, which this resolution provides. 

The amendment was agreed to. 

Mr. GLOVER. Mr. Chairman, I move to strike out the 
last word. 

Mr. Chairman, the amendment just adopted, offered by 
the gentleman from New York [Mr. Fisu], is identical with 
an amendment that I had sent to the desk and which I 
intended to offer. Of course, I realize that the committees 
are entitled to all the honor of amending a bill which they 
bring in here, but I rather think they should bring it in 
right in the first place, without a proposition of carrying an 
appropriation forever hereafter. Just why that language 
was permitted I cannot understand, unless they wanted to 
keep this question from coming before the Congress here- 
after. I am very glad indeed that it has been aired on the 
floor of this House. 

Now, I was born and reared on a farm. I know agricul- 
ture, and I doubt if there is a man here who is a farmer 
by practical experience who could point out one particle 
of good that has ever been accomplished by the expenditure 
of this money. Forty-eight thousand five hundred dollars 
a year from the time this was entered into makes an 
enormous sum of money that has been spent on this. That 
institution over there in Italy will get up a great scare about 
a brown-tail moth and you will appropriate thousands and 
thousands of dollars to exterminate something of that kind. 
If you could get a cross between a bollweevil and a brown- 
tail moth, you could come here and get $50,000 a year to 
exterminate it. That is where those things come from. 
They come from institutions of this kind. I say to you that 
agriculture is charged up with all of these expenses. Then 
they say, “Just look what they are doing for agriculture.” 

We have had a very nice confession this morning from 
three or four Congressmen, and the balance of us could make 
the same kind of confession when we were here fresh, as they 
are. I doubt if 5 percent of the people who have come to 
Congress in the last 5 years knew that there was such a 
thing as that institution in existence. The farmers do not 
know it. They know they are getting no good from a thing 
like that. I believe the gentleman sounded a warning note 
this morning when he said we should let them alone in many 
respects. I say we are hampering them with legislation 
sometimes. 

Mr. FORD. Will the gentleman yield? 

Mr. GLOVER. Yes; I yield. 

Mr. FORD. I think I understand the farm question. If 
all the men who have stood here and said they were farmers 
do not know any more about the farm question than their 
remarks have indicated, it is no wonder the farmer is in 
trouble. 

Mr. GLOVER. The gentleman is not referring to me, 
because I can take him out and lay off a straighter row 
through new ground than he can carry a bridle through. I 
know the character of farmer that I am, and I am not like 
my good friend from New York {Mr. BLoOMI, who farms on 
Broadway, right up in front of the great Morgan Building, 
where they raise everything in the way of finances and 
nothing in the way of crops. What New York needs to do 
is eat more and talk less about agriculture. {Laughter.] 

Mr. BLOOM. Will the gentleman yield? 

Mr. GLOVER. I yield. 

Mr. BLOOM. From what I understand of this bill, know- 
ing as much about it as I do, I can understand why farmers 
such as the gentleman refers to are in the position they are 
today. 

Mr. GLOVER. Oh, if the gentleman knew what he was 
talking about, he would know that the farmer is in the con- 
dition he is today because he has been following expert 
advice coming from great cities like New York, and not 
taking the practical thought of the farmers and putting it 
into execution. I am speaking of the actual farmer. 
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ae WEIDEMAN. Mr. Chairman, will the gentleman 
Yield? 

Mr. GLOVER. I yield. 

Mr. WEIDEMAN. About all they raise on Broadway is 
wild dogs. 

Mr. GLOVER. Oh, they raise lots of heck up there. 
They raise everything except corn, wheat, potatoes, and 
things that are good to eat. 

Mr. BLOOM. Mr. Chairman, will the gentleman yield? 

Mr. GLOVER. I yield. 

Mr. BLOOM. Will not the gentleman admit we are pretty 
good contributors to the farmers? 

Mr. GLOVER. You fellows certainly have good appetites; 
you look healthy; you look as though you fed well. The 
farmers have been treating you pretty well, and the city 
folks should think of the farmers’ interest. 

Mr. BLOOM. That is what I am stating. 

Mr. BOYLAN. Mr. Chairman, will the gentleman yield? 

Mr. GLOVER. I am always glad to yield to any of the 
gentlemen from New York, because they are great farmers. 

Mr. BOYLAN. What would happen to the farmers if it 
were not for the people of the great cities of this country 
who eat your produce and drink your milk? 

Mr. GLOVER. Yes; and what is going on now? 
farmers’ milk is being dumped by the roadside. 

Mr. BOYLAN. You farmers have got to depend upon the 
cities. Does not the gentleman know to be facts these 
things I have stated? 

Mr. GLOVER. No; I do not know all of them to be true. 

Mr. FISH. Mr. Chairman, I offer an amendment. 

The Clerk read as follows: 


Amendment offered by Mr. Fis: On page, i, line 3, strike out 
“$48,500” and insert in lieu thereof “ $46,000 


Mr. FISH. Mr. Chairman, I do not think there will be 
any objection to this amendment. It puts into effect in the 
total amount appropriated the theory of the Committee in 
2 the previous amendment striking $2,500 off the 
sa 7 

ony McREYNOLDS. Mr. Chairman, will the gentleman 
yie 

Mr. FISH. I yield. 

Mr. McREYNOLDS. A mistake was made in reporting 
the bill in that the total was not raised by $2,500 to provide 
for the $2,500 raise in salary. 

Mr. FISH. By its action on the last amendment, the 
a struck $2,500 out of the salary provision of the 

Mr. McREYNOLDS. But it was not taken up the other 
time. The bill as originally drawn provided for a total of 
$48,000, with a salary of $5,000. When it was amended, 
making the salary $7,500, the total was not changed. This 
was a mistake. The present total is the correct total with 
the salary carried at $5,000. 

Mr. FISH. I do not know that I follow the gentleman. 
This seems to be getting complicated; $2,500 has been taken 
off the salary. Should we not also take it off the total of 
the bill? 

Mr. McREYNOLDS. As I stated, the original bill, as the 
gentleman knows, carried a total of $48,000. 

Mr. FISH. The gentleman means the Republican bill? 

Mr. McREYNOLDS. Yes; the Republican bill, if the 
gentleman desires to call it such. The salary was raised to 
$7,500, but through mistake it was not reflected in the 
total. I trust the gentleman will withdraw his amendment. 

Mr. BLANTON. The whole thing has been a mistake. 

Mr. FISH. Mr. Chairman, in view of the gentleman’s 
explanation, I ask unanimous consent to withdraw my 
amendment. 

The CHAIRMAN. Is there objection to the request of the 
gentleman from New York? 

There was no objection. 

Mr. BLANTON. Mr. Chairman, I offer an amendment. 

The Clerk read as follows: 


The 


Amendment offered by Mr. BLANTON: On page 2, line 12, after 
the semicolon, strike out “actual and necessary traveling 
penses,” 


EX 


1933 


Mr. BLANTON. Mr. Chairman, if these words “ travel- 
ing expenses”, which permit junketing, are stricken out, I 
am willing to vote for the resolution. For in my judgment 
there is involved in such words, “traveling expenses”, at 
least $30,000 in this bill for junketing over Europe. 

Mr. McREYNOLDS. Mr. Chairman, will the gentleman 
yield? 

Mr. BLANTON. Just a moment. I cannot yield, when 
the gentleman, as chairman of the committee, controlled 
all of the time on the Democratic side and refused to yield 
to us who oppose the bill. 

Mr. McREYNOLDS. I wish to correct the gentleman’s 
statement. 

Mr. BLANTON. I know what I am talking about. These 
departments may fool the gentleman from Tennessee with 
their bills drawn in technical language, but they cannot 
fool me. I have been looking after these appropriations for 
15 years. I know how to hunt and find the sneakers the de- 
partment sends up here for passage. 

Now, I call your attention again to the information I got 
from the State Department yesterday. 

Our quota or contribution to this Institute in Rome in 
1930 was $4,713. For 1931, it was $4,722.55. For 1932 it 
was $4,689. How much is it this year? We have not paid 
it yet. They have increased it so that this year it is $5,400. 

I got this information from the State Department. It 
ought to be authentic. The chairman and Mr. Broom say 
$38,400 is our quota to this Institute. That is not so, unless 
we are to do a most foolish thing and give the Italians 
$33,000 more than they should receive. I got my figures 
from the State Department, sent to me by Mr. Carr, and 
they are correct. 

Our quota for this year, 1933, is only $5,400. It is not 
$38,400. The other part of this appropriation, or at least 
$30,000, is for traveling expenses of experts in the Depart- 
ment of Agriculture and in the State Department, and pos- 
sibly somebody else, and I will prove this to you. 

Mr. BLOOM. Will the gentleman yield? 

Mr. BLANTON. I always yield to my friend from New 
York. I think he is one of the fairest men on the floor. 

Mr. BLOOM. I thank the gentleman very much. Let me 
explain to the gentleman that the reason that is $4,000 at 
the present time is because at the time we entered into this 
treaty obligation the gold franc was then worth five times 
what it is today. 

Mr. BLANTON. Then the gentleman admits that instead 
of paying $4,000 we are going to pay $38,400; is that right? 

Bich BLOOM. Will not the gentleman please let me ex- 
plain? 

Mr. BLANTON. Yes; but that is too much of an increase. 
I would rather the gentleman would explain it in his own 
time, because I want to use the rest of my 5 minutes. 

I want you to again look at page 4 of Chairman McREY- 
NOLD’s report, the report he brings in here as being authentic, 
and in the second paragraph you will see where they say 
that since 1922 they have spent all the way from $29,000 
to $68,000 a year on this institute. 

Mr. BOILEAU. Will the gentleman yield? 

Mr. BLANTON. I have not time to yield in 5 minutes. 

Now, they say that this was for the purpose of paying 
their annual delegate and sending delegations to the biennial 
meetings of the general assembly. What does “sending 
delegations ” mean? It means these junkets for these ex- 
perts in the Department of Agriculture and the State De- 
partment—and I am reading this from his report—“ sending 
delegations to the biennial meetings.” 

If we are just going to have a resident delegate in Rome, 
why should we provide traveling expenses? Why should we 
not strike out the traveling expenses? And in my honest 
judgment there is $30,000 wrapped up in the traveling ex- 
penses that I am seeking to strike out. If you will help us 
strike out these five words, I will vote for your resolution. 

Mr. BLOOM. All right; they are out. 

Mr. BLANTON. All right; I will vote for the resolution 
if you will strike them out; because if you strike them out, 
you will strike out the junketing, and that is all I am after, 
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Mr. BLOOM and Mr. BOILEAU rose. 

Mr. BLANTON. Then the gentleman agrees to strike this 
out? 

Mr. BLOOM. No; I do not. 

Mr. BLANTON. Oh, I knew they would not doit. I knew 
that the junketing part of the bill is the heart of it. Send- 
ing these annual delegations to Rome is what they want to 
keep in this bill. That is the reason I made them a fair 
proposition. Was not my proposition fair? 

Mr. BLOOM. The gentleman will not listen to me. 

Mr. BOILEAU. Will the gentleman yield? 

Mr. BLANTON. Mr. Chairman, have I the floor or not? 

The CHAIRMAN. The gentleman from Texas has the 
floor. Does the gentleman desire to yield? 

Mr. BLOOM. Will the gentleman yield? 

Mr. BLANTON. I yield always to the gentleman from 
New York. 

[Here the gavel fell.] 

Mr. BOILEAU and Mr. OLIVER of Alabama rose. 

The CHAIRMAN. The Chair recognizes the gentleman 
from Wisconsin. 

Mr. BOILEAU. Mr. Chairman, I want to call the atten- 
tion of the Membership of the House to the fact that the 
gentleman from Texas has made a very grave error in his 
criticism of this paragraph of the bill. You will notice 
that paragraph 3, on page 2, provides that not to exceed 
$5,500 shall be used for rent, living quarters, traveling ex- 
penses, and so forth. 

Mr. BLANTON. Then there is a semicolon. 

Mr. BOILEAU. This is in paragraph 3. So all of the 
entire appropriation for all the purposes of paragraph 3 
totals $5,500. So I cannot see how it is possible to save 
$20,000 or $30,000 out of a $5,500 appropriation. I may be 
in error, but it seems to me that the wording of this para- 
graph is very clear. In other words, only $5,500 is appro- 
priated for all the purposes outlined in paragraph 3; and 
any of the expenses of any so-called junketing” to which 
the gentleman from Texas has been referring, must of 
necessity come under the general provision of the first part 
of the bill. 

Mr. BLOOM. Will the gentleman yield? 

Mr. BOILEAU. I gladly yield. 

Mr. BLOOM. When the gentleman from Texas asked me 
a question and I said I would prove my statement to him 
and would go along with him, I wanted to explain the mis- 
take the gentleman from Texas had made and confirm what 
the gentleman has already said that the total amount of all 
the expenses of the office, traveling and everything else, in- 
cluded in paragraph 3, cannot, in any event, exceed the sum 
of $5,500. The idea is that the actual and necessary travel- 
ing expenses and other contingent expenses incident to the 
maintenance of an office in Rome, including clerk hire, office 
rent, traveling expenses, and other expenses of the repre- 
sentative, must come out of the $5,500, and this is exactly 
the meaning and intent of this clause. 

Mr. BOILEAU. Iam glad the gentleman has brought out 
what I thought was the obvious intention of the committee. 
To me it is so clear that it does not need explanation, and 
I think the gentleman from Texas must be a Houdini if he is 
going to save $20,000 or $30,000 out of a $5,500 appropria- 
tion. 

Mr. COCHRAN of Missouri. Will the gentleman yield? 

Mr. BOILEAU. Yes. 

Mr. COCHRAN of Missouri. If that statement be true— 
and from the wording of this bill it seems to be true—then 
you have provided for a $7,500 salary for the representative 
which has been reduced to $5,000, by a recent amendment, 
and you have $4,000 plus as our share under the treaty. 
What are the items that go to make up the $48,000? 

Mr. BOILEAU. The rest of the expenditure comes out of 
the authorization in the first paragraph of the bill. 

Mr. COCHRAN of Missouri. No; the language is “in the 
following manner.” 

Mr. BOILEAU. The language is that the sum of $48,500, 
or so much thereof as may be necessary, is hereby author- 
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ized to be appropriated for the expenses of participation by 
the United States in the International Institute of Agri- 
culture at Rome, Italy, to be expended under direction of 
the Secretary of State in the following manner. 

Mr. COCHRAN of Missouri. And that is subject to three 
` provisos and you cannot go beyond the three provisos, so 
what are you going to do with the money? 

Mr. BOILEAU. I am glad the gentleman brought out 
that point, because paragraph 1 provides for a contribution 
toward the maintenance of the Institute, and $5,000 in para- 
graph 2, and $5,500 in paragraph 3. 

Mr. BLANTON. What becomes of the balance? 

Mr. BOILEAU. I am bringing this up for the considera- 
tion of the House because the amendment offered by the 
gentleman from Texas does not do what he is trying to do. 

Mr. McFADDEN. I want to call the gentleman’s atten- 
tion to lines 4 and 5 on the first page of the bill, authoriz- 
ing an appropriation for the expenses of the participation 
by the United States in the International Institute to be 
expended under the direction of the Secretary of State. 

{Here the gavel fell.] 

Mr. OLIVER of Alabama. Mr. Chairman, I move to strike 
out the last two words. I am Chairman of the Appropria- 
tion Subcommittee to which this bill will be referred if 
passed. May I make this observation. I think the gentle- 
man who has just spoken is entirely correct in his interpre- 
tation of the resolution. 

It contains only one section and the subdivisions 1, 2, and 
3 simply place very definite limitations on the authority of 
the Secretary of State as to the expending of any appropria- 
tions that Congress may make thereunder. He is authorized, 
if Congress appropriates that much, to expend $38,400 under 
subdivision 1 only in payment of the annual quota of the 
United States for the support of the Institute, including the 
quotas due from Territory of Hawaii, the Philippine Islands, 
Puerto Rico, and the Virgin Islands. 

Subdivision 2 limits the salary expense to $7,500. You 
have just amended that so as to limit it to $5,000. That 
is to say, the salary of the representative stationed in Italy 
cannot exceed $5,000. 

The next limitation is fixed by subdivision 3, at $5,500. 
These amounts added together make the total of $48,400, 
which is the maximum amount authorized to be appro- 
priated under the further limitations imposed by subdivi- 
sions 1, 2, and 3. As amended the resolution only authorizes 
an appropriation for the fiscal year 1934; the word an- 
nually ” has been stricken out, which would have perpetu- 
ated it. I think the House understands the very clear state- 
ment made by the chairman of the committee in which he 
gave positive assurance that this resolution comes to the 
House at the insistence of, and with the full approval of, 
the President of the United States. You will also find that 
he has communicated with other Members of the House and 
indicated his desire for the passage of the resolution. 

If you will read the report of the Secretary of State, you 
will find that the appropriation here sought to be authorized 
will be used largely during the next fiscal year for the 
purpose of securing information to aid the conference that 
is to meet in London in June, because, he states, it is for 
the purpose of stabilizing the world farm conditions. 

The President has delivered a message to the American 
people along that line, and that is why at this time I feel 
it is important that this authorization which he has re- 
quested be passed so that the Appropriations Committee may 
study what appropriations are required to meet the Presi- 
dent’s wishes; and all of that will be brought to you in 
detail in connection with any appropriation reported. 

Mr. FISH. Will the gentleman yield? 

Mr. OLIVER of Alabama. I yield. 

Mr. FISH. I agree with what the gentleman has said in 
regard to sections 2 and 3, but will the gentleman inform 
the House exactly how much in American dollars we must 
pay to participate in this thing? 

Mr. OLIVER of Alabama. My information is that we are 
authorized to pay such sums as the treaty agreement en- 
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Under that agreement as now interpreted, this amount 
cannot exceed $38,400. That includes not only continental 
America, but Hawaii, the Philippines, and Puerto Rico. 

Mr. LOZIER. Is it not true, as clear as the English lan- 
guage can make it, that of the $48,500 authorized, $38,000 
is in payment of our treaty obligations, $5,000 in payment 
of salaries, $5,500 in payment of expenses, including traveling 
expenses? 

Mr. OLIVER of Alabama. The Appropriations Committee 
will certainly place that interpretation upon this resolution, 
and the committee that brought in the legislation under- 
stands that that is the sole purpose of it. 

Mr. BLANTON. Is it not a fact that since 1906 our quota 
has never yet in any year been over $11,000? 

Mr. OLIVER of Alabama. I think the gentleman is in 
error. 

Mr. BLANTON. I mean the quota we pay them for their 
expenses. 

Mr. OLIVER of Alabama. In years prior to 1928 there 
had been carried various sums, sometimes amounting to 
more than $60,000. 

Mr. BLANTON. But that was expenses. I got the break- 
down from the Department of State. 

Mr. OLIVER of Alabama. The Department of State 
submitted last year to the committee, I think, an itemized 
statement in which it was indicated that this amount would 
be necessary, under a resolution adopted by the institute at 
its last meeting, as our quota. 

Mr. BLANTON. And it is $5,400 as fixed by the institute 
for this year. 

Mr. GRAY. Mr. Chairman, I move to strike out the last 
three words. I confess that I am not so much interested 
in striking out the last three words as I am in having the 
last three words. We have true economy and false econ- 
omy. We have economy gestures and economy maneuvers. 
We have economy on small things and waste and extrava- 
gance on large things. I confess that I am growing tired 
and weary in this House of voting for trivial economy, and 
I propose to break the monotony by voting for this bill. In 
the meantime I realize that we are now approaching Rome, 
where this world agricultural institute supported by all 
agricultural nations of the civilized world is located, and 
that we must do as Rome does. I promised my constitu- 
ents, acting on the advice of the exalted leaders on this 
side of the House, that I would vote against all so-called 
„gag rules. I have voted constantly on the advice and in- 
structions of the President and administration leaders for 
every gag rule in this House. [Laughter.] I have come to 
the conclusion that the Democrats of this House are about 
as inconsistent, almost, but not quite, as the Republicans of 
this House. The leaders in Congress on both sides of the 
Chamber loudly proclaim against the gag rules when they 
are out, but declare the virtues of so-called “ gag rules ” when 
they are in. It is largely a question of the ins and the outs. 

Mr. Chairman, we are in the current of human progress. 
The nations are being carried on and forward like the frag- 
ments of an ice floe, seaward in advancement. Transporta- 
tion, communication, and the diffusion of knowledge have 
brought the world together in the tide of civilization. Hu- 
manity is striving and struggling in a stream flowing up- 
ward. We cannot falter. We cannot lag or fall behind. We 
must keep pace with the world progress and advancement 
and civilization. I cannot see my way clear here today to 
vote to take away from agriculture the benefits of the re- 
search in the agricultural world. Belated primitive agricul- 
ture is everywhere enlisting and mobilizing in the march of 
chemistry and the natural sciences to promote the growth 
and development of plant life and animal industry. 

I am not in sympathy with the program of public economy 
which would deny to American agriculture the benefit of 
world research and demonstration, coming more vital in 
farming and in the cultivation of the soil from day to day. 
The result of one experiment or one demonstration in the 
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eradication of plant parasites or the treatment of animal 
infectious diseases made available to our 40,000,000 farm 
population and dependents may be worth a thousand times 
the small pittance required here to maintain our member- 
ship in that highly developed and organized institute or 
research body to the farmers of a single county or an inte- 
gral part of a single State. 

We are maintaining costly and expensive Consular Service 
in every country in the world in the interest of our manu- 
facturers, commerce, and trade. And the appropriations to 
maintain that service mounts up in the myriad thousands 
and no substantial part of which is to be withheld or with- 
drawn on the grounds of economy. 

Farming is a great basic industry and in which more 
people are engaged than in any other single calling, and 
which, by the very nature of the occupation, the isolation 
and singleness of the individual operations and the want of 
opportunity for research by experiment and observation, and 
within the reach of other industries coordinated under sys- 
tem and organization, is without the opportunity of proper 
facilities open to men engaged in other trades and callings. 
The amount called for here is a mere grain of sand to the 
vast amount of money appropriated for other industries 
assuming higher prestige and claiming greater consideration. 

But the chairman of this committee, of which I am a 
member, advises me and assures me that this involves a 
treaty obligation to maintain which in good faith as a 
binding obligation upon the United States, must be met. 
As a member of this committee Iam therefore constrained 
and in duty bound to uphold and maintain the credit of 
the Nation upon its obligations. If participation in this 
agricultural research institute by this treaty provided for, 
is not a wise undertaking or of substantial advantage to 
American agriculture, then the treaty-making power should 
be importuned to withdraw from the union long adhered 
to and the international obligation be abrogated in proper 
form and in a way to maintain faith and credit in the 
community of nations until so terminated. 

The tax burden, which we are all compelled to recognize 
here, prompting the strain of economy and casting its with- 
ering shadows over progress, human advancement, and civil- 
ization of the world and including this country, has resulted 
more from the failure and destruction of the tax-paying 
power, than the amount assessed and levied and appro- 
priated for public expenditures. 

When the President shall have exercised the powers con- 
ferred upon him by this Congress to expand and restore the 
volume and supply of money and credit, secretly contracted 
and withdrawn from circulation over 12 years ago by the 
international and manipulating bankers still maintaining 
their domicile and residence within the United States, and 
the mere announcement of which has prompted a rise of 
values, the price level, and the wage scale, psychologically 
on anticipation, the rise will be continued upward to a con- 
servative stage, restoring the earnings and income of the 
people and not only the tax-paying power, but the interest-, 
debt-, and mortgage-paying power and the buying and con- 
suming power. 

When these powers conferred are exercised, and they must 
be exercised promptly and without delay to stay the rising 
tide of discontent and assure the public mind, and without 
which the advantage gained by the rise will be lost, the 
blight of this tax burden impoverishing and dwarfing the 
agencies and institutions of peace and civil life, the schools 
and systems of public education, the orders of benevolence 
and all the charities that soothe, heal, and bless, will lift, rise, 
and pass away like the morning mist before the noon-day 
sun. 

Mr. BLANTON. Mr. Chairman, I ask unanimous consent 
to withdraw my amendment. 

The CHAIRMAN. Is there objection? 

There was no objection. 

Mr. BLANTON. Mr. Chairman, I now make a preferential 
motion that the Committee do now rise and report the bill 
back to the House with the recommendation that the enact- 
ing clause be stricken out, and on that I demand recognition. 


CONGRESSIONAL RECORD—HOUSE 


3831 


Mr. TABER. Mr. Chairman, before the gentleman begins 
will he yield to me for a question? 

Mr. BLANTON. Certainly. 

Mr. TABER. It seems from page 6 of the report upon this 
resolution that our treaty obligation is $4,800 per year. 

Mr. BLANTON. It should not be over $5,400. 

Mr. TABER. And for a while, from 1926 to 1929, we were 
paying $11,527. The object of this bill is to increase that 
contribution up to $38,000. 

Mr. BLANTON. That is what they say. But I am not 
in favor of doing it. 

Mr. TABER. No one has explained the bill and just what 
it means, That is what it means. 

Mr. BLANTON. I cannot yield any more. In Mr. Carr's 
statement he says our contribution for 1930 was $4,713; for 
1931, $4,722; for 1932, $4,689.33; and he estimates for this 
year, although he has not paid it yet, $5,400. That is our 
contribution. That is all on God’s earth there is any law or 
treaty or anything else which authorizes payment by this 
Government. 

Mr. KLOEB. Mr. Chairman, will the gentleman yield? 

Mr. BLANTON. No; I regret I cannot. I have not the 
time. 

This $48,500 is going somewhere. Who is going to get it? 
They say they are going to increase this quota from what 
Mr. Carr says we should pay of $5,400 to $38,400. Why? 
Are you willing to increase the quota you are paying to 
Rome for the Italian institute from $5,400 this year to 
838,400? Are you? Well, I am not. And I am not going. 
to permit it to be done if I can help it. When I remember 
the veterans of the World War and Spanish-American War, 
veterans who have been on their backs having been decreased 
in their allowance as much as 50 percent, in cases, I cannot 
go home and look them in the face and say, “ Boys, I had to 
vote to decrease you, but I voted to increase the payment 
to keep up the Italian institute in Rome from $5,400 to 
838,000.“ That is what you are going to do. You cannot 
get away from it. You will have to put your approval in 
this Recorp today as to whether or not you are in favor of 
increasing the quota to Italy from $5,000 to $38,000, and at 
the same time decrease the soldier boys who brought victory 
back from Europe. 

Mr. BLOOM. Will the gentleman yield? 

Mr. BLANTON. I always yield to the gentleman from 
New York. He and I are good friends, if I do give him the 
devil once in a while. 

Mr. BLOOM. I should like to have the gentleman listen 
to this little statement. 

Mr. BLANTON. Yes. What are you going to do with this 
$48,000, Sol? Tell us exactly what you are going to spend 
it for. Will you tell me that? 

Mr. BLOOM. Yes; if the gentleman will yield. In the 
first place 

Mr. BLANTON. Five thousand dollars is going to the 
resident delegate. Five thousand five hundred dollars is 
going for rent, heat, and light. 

Mr. BLOOM. All expenses. 

Mr. BLANTON. And then five thousand for the quota. 
Is that right? 

Mr. BLOOM. No; $5,500. 

Mr. BLANTON. How much for the quota? 

Mr. BLOOM. Thirty-eight thousand four hundred dollars. 

Mr. BLANTON. It is only $5,400 this year. Are you going 
to increase it to $38,000? 

Mr. BLOOM. Will the gentleman let me explain it? 

Mr. BLANTON. I do not think you can do it, Sol, but I 
will let you. [Laughter.] 

Mr. BLOOM. All right. In 1906, when the quota was 
originally made, the franc was then worth 20 cents. 

Mr. BLANTON. Oh, we know all about the franc. 

Mr. BLOOM. No; you do not. Now, today 

Mr. BLANTON. Mr. Chairman, I must use the balance 
of my 5 minutes. 

Mr. BLOOM. I will give the gentleman my time if he 
will allow me to explain it. 

Mr. BLANTON. Very well. That is fair. 
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Mr. BLOOM. We have between us 10 minutes? 

Mr. BLANTON. Yes. 

Mr. BLOOM. Now, in 1906, as I said, the franc was worth 
20 cents. In the last 4 or 5 years we have been paying at 
the rate of the franc according to the treaty obligation, 
on a 4-cent rate, and that is why we have only got 

Mr. BLANTON. I cannot yield further. I am against 
this bill. We must kill it and save $48,500 annually. 

The CHAIRMAN. The time of the gentleman from 
Texas [Mr. BLANTON] has expired. 

Mr. BLOOM. Mr. Chairman, I rise in opposition to the 
motion. 

Mr. BLANTON. Now, as the gentleman took my time, 
let me answer his questions. 

Mr. BLOOM. We are reversed now. The gentleman from 
Texas will come here and I will speak. 

Mr. BLANTON. Now may I answer that question? 

Mr. BLOOM. Yes; certainly. 

Mr. BLANTON. Regardless of the fluctuation in the 
value of the franc, Mr. Carr said that last year, 1932, our 
quota was $4,689, and under the present value of the franc 
for this year, 1933, our quota is $5,400, which has not yet 
been paid; and yet the gentleman from New York [Mr. 
Broom] says we are just going to increase that $38,400 as a 
gratuity to the Italian Government. 

Mr. BLOOM. Now, the gentleman from New York will 
try to answer the gentleman from Texas. We are paying 
according to the old rate of the franc. Because we have not 
been participating wholly in this convention, we have con- 
tinued to take advantage of the treaty obligation at that 
time. But since that time, since 1906, we have entered into 
a new contract for the 48 States and the insular possessions, 
which makes the contribution 192,000 gold francs that we 
are obligated to pay at the present rate. The present rate 
on 192,000 gold francs is $38,400. 

Mr. ALLGOOD. Will the gentleman yield? 

Mr. BLOOM. In just a second. 

We must pay $38,400. 

Now, I should like to call the attention of the gentleman 
from Texas [Mr. BLANTON] to a telephone message which 
just reached the committee from Mr. Carr. 

If Mr. BLANTON discusses further information received by him 
from the Department of State about expenditures for the institute, 
I suggest you request that he read the letter to the House, and 
any statement that may have accompanied it. In his debate of 
yesterday he misstated facts that were communicated to him. 

That is, Mr. Carr says the gentleman from Texas [Mr. 
Bianton] should read all of the statement and not part 
of the statement. 

Mr. BLANTON. I challenge that purported statement 
from Mr. Carr, and I challenge any Member here to pro- 
duce such an assertion signed by him. I know that Mr. 
Carr would not sign such an assertion. Every quotation I 
made yesterday from his letter was absolutely correct, and 
I have his letter here to prove it. I challenge him or any- 
one else to show any misquotation. He cannot do it to 
save his life. 

Mr. BLOOM. I am only reading the message that Mr. 
Carr sent. 

Mr. BLANTON. You have no such statement signed by 
Mr. Carr. I challenge you to produce such a one over his 
signature. Here is the letter from Mr. Carr dated May 17, 
1933, and if you will compare it with the quotations I made 
from it yesterday, now in the Recorp, you will see that I 
did not misquote him in any particular. He cannot show 
a single quotation that is incorrect. He cannot do it to 
save his gizzard. [Laughter.] 

Mr. TABER. Mr. Chairman, will the gentleman yield? 

Mr. BLOOM, I yield. 

Mr. TABER. If we had a treaty obligation that required 
us to pay $38,000 there would be no possible need for legis- 
lation such as this. 

Mr. BLOOM. I beg the gentleman’s pardon. We can- 
not pay under the treaty without appropriation. 

Mr. ALLGOOD. Mr. Chairman, will the gentleman 


yield? 
Mr. BLOOM. I yield. 
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Mr. ALLGOOD. The gentleman says we agreed to pay 
in gold. If there has been this much increase we better 
pay in silver. We would better go on the silver standard. 

Mr. BOILEAU. Mr. Chairman, will the gentleman yield? 

Mr. BLOOM. I yield. 

Mr. BOILEAU. There has been a good deal of talk on the 
floor about junkets. As I understand from the recent de- 
velopments in the discussion on the floor, no money is pro- 
vided for the sending of an American delegate over there. 

Mr. BLOOM. I should like for those Members to rise who 
do not think that $5,500 includes every expense over there. 

Mr. BOILEAU. No money is provided in this bill for the 
sending of any delegates over there from this country. 

Mr. BLOOM. Not at all. Five thousand five hundred 
dollars pays for the representative and his expenses. That 
is why the gentleman from Texas withdrew his amendment. 

Mr. BLANTON. I withdrew my amendment because I 
would rather kill the bill than to amend it. Mr. Chairman, 
will the gentleman yield? 

Mr. BLOOM. I yield. 

Mr. BLANTON. What do they mean in this report where 
they made the statement in regard to the spending of this 
$68,000 and $29,000, that it was for the “sending of dele- 
gations to the biennial meetings of the general assembly ”? 

Mr. BLOOM. That does not mean going from this coun- 
try. 

Mr. FISH. Mr. Chairman, a parliamentary inquiry. 

The CHAIRMAN. The gentleman will state it. 

Mr. FISH. Would it be in order at this time to move to 
recommit this resolution back to the committee? 

The CHAIRMAN. A motion to recommit is not in order 
in the Committee of the Whole House on the state of the 
Union. The rule under which the Committee is operating 
provides for one motion to recommit after the Committee 
goes back into the House. 

Mr. FISH. Is it in order to move to strike out the last 
word? 

The CHAIRMAN. Such a motion is not in order now, 
because there is pending a motion to strike out the enacting 
clause. 

Mr. BOILEAU. Mr. Chairman, I ask unanimous consent 
to proceed for 1 minute for the purpose of asking a ques- 
tion of the gentleman from New York. 

The CHAIRMAN. Is there objection to the request of the 
gentleman from Wisconsin? 

There was no objection. 

Mr. BOILEAU. I ask the gentleman from New York 
if it is not a fact that the $38,000 would be spent for the 
purpose of carrying out our treaty obligations; and that if 
we are to comply with our treaty obligations it is necessary 
to spend the entire $38,000? 

Mr. BLOOM. Not a penny of that amount will be spent 
for any other purpose than that of carrying out our treaty 
obligations. 

The CHAIRMAN. The question is on the motion of the 
gentleman from Texas that the Committee do now rise and 
report the joint resolution back to the House with the recom- 
mendation that the enacting clause be stricken out. 

The question was taken; and on a division (demanded by 
Mr. McReyvwnotps) there were—ayes 99, noes 79. 

Mr. McREYNOLDS. Mr. Chairman, I ask for tellers. 

Tellers were ordered, and the Chair appointed as tellers 
Mr. MCREYNOLDS and Mr. BLANTON. 

The Committee again divided; and the tellers reported 
that there were—ayes 92, noes 84. 


So the motion was agreed to. 

Accordingly the Committee rose; and the Speaker having 
resumed the chair, Mr. Wooprum, Chairman of the Com- 
mittee of the Whole House on the state of the Union, re- 
ported that that Committee, having had under consideration 
House Joint Resolution 149, had directed him to report 
the same back to the House with the recommendation that 
the enacting clause be stricken out. 

The SPEAKER. The question is on the recommendation 
of the Committee of the Whole House on the state of the 
Union that the enacting clause be stricken. 
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Mr. BLANTON. Mr. Speaker, on that I move the previous 
question. 

The previous question was ordered. 

Mr. McREYNOLDS. Mr. Speaker, I ask for the yeas and 
nays. 

The yeas and nays were ordered. 

Mr. BLOOM. Mr. Speaker, a parliamentary inquiry. 

The SPEAKER. The gentleman will state it. 

Mr. BLOOM. To strike out the enacting clause how does 
a Member vote? 

The SPEAKER. Those desiring to strike out the enact- 
ing clause will vote “ yea ”; those opposed to striking out the 
enacting clause will vote “ nay.” 

The question was taken; and there were—yeas 144, nays 
131, answered “ present” 1, not voting 154, as follows: 


[Roll No. 44] 
YEAS—144 
Abernethy Dear Knutson Richards 
Adair Kocialkowski Rogers, Mass. 
Allen Dies Lambertson Rogers, N. H. 
Allgood Dobbins Lamneck Rogers, Okla 
Almon er Lanham Sanders 
Arens Dondero Larrabee Schaefer 
Bailey Dowell Lehlbach Schuetz 
Beam Duffey Lehr 
Blanton Lemke Secrest 
Boland Eaton Lloyd 
Bolton Elcher Ludlow Smith. Wash. 
Bulwinkle Eltse, Calif. Lundeen Snell 
Evans McClintic Stalker 
Burnham Farley McDuffie Strong, Tex. 
Busby Fernandez McFadden Stubbs 
Cady Fletcher McFarlane 
Cannon, Mo. Puller McMillan Taber 
Carpenter, Kans. Fulmer Major Tarver 
Carter, u Gasque Mapes Taylor, Tenn. 
Carter, Wyo Glover Terrell 
Cartwright Goodwin May Thom 
Cavicchia Green Meeks Thomason, Tex. 
Chapman Gregory Merritt Thompson, III. 
Griswold Millard Thurston 
Christianson Hancock, N.Y. Montet 
Claiborne Hart Moran Turpin 
Clarke, N.Y. Hi Mott Umstead 
Cochran, Mo Hoeppel Musselwhite Utterback 
Cochran, Holmes Parker, N.Y. Vinson, Ky. 
Coffin Hooper Parsons Wadsworth 
Colmer Hope Peterson Warren 
Crosby Howard Polk Weideman 
Cross Jenckes Powers Whitley 
Culkin Jenkins Ramsay Wigglesworth 
Cummings Johnson, Minn. Ransley Wilcox 
Darrow Johnson, Okla. Reece Wolcott 
NAYS—131 
Ayers, Mont. Dunn Kopplemann Rayburn 
Beiter Eagle Kramer Reilly 
Biermann Ellzey, Miss. Kvale Robertson 
Bland Fiesinger Lambeth Robinson 
Bioom Fitzgibbons Lozier Romjue 
Boileau Fitzpatrick Luce 
Boylan Ford McCarthy Sabath 
Brennan Gilchrist McGrath Schulte 
Brown, Ky Goldsborough McGugin Scrugham 
Brown, Mich. Gray McKeown Shallenberger 
Brumm Greenwood McReynolds Shannon 
Buchanan Griffin Mansfield Simpson 
Buck Hancock, N.C. Martin, Colo. Sinclair 
B Martin, Oreg. Sisson 
Caldwell Snyder 
Carden Hildebrandt Mitchell Spence 
Cary A 5 Monaghan Steagall 
Castellow Hill, Knute Murdock Studley 
Church Hill, Samuel B Nesbit Taylor, Colo. 
Condon Hollister O'Connell r 
Connery Oliver, Ala, Vinson, Ga. 
Cooper, Tenn. Imhoff Oliver, N.Y. Wallgren 
Cox Jacobsen n Wearin 
Cravens Johnson, Tex, Parks Weaver 
Crosser Jones Patman Welch 
Crowe Kahn Peavey Werner 
Crump Kee Perkins West, Ohio 
Dingell Keller Pierce West, Tex. 
Dirksen Kelly, Il. Pou Whittington 
Disney Kelly, Pa. Prall Withrow 
Doxey Ragon Woodrum 
Driver Eloeb Zioncheck 
Duncan, Mo. Rankin 
ANSWERED “PRESENT "—1 
Fish 
NOT VOTING—154 
Adams Bacharach Berlin Browning 
Andrew, Mass. Bacon Black Brunner 
Andrews, N.Y. Bakewell Blanchard Buckbee 
Arnold Bankhead Boehne Burke, Calif. 
Auf der Heide Beck Britten Burke, Nebr. 
Ayres, Kans, Beedy Brooks Cannon, Wis. 


ambrill Lewis, Colo. Shoemaker 
Carpenter, Nebr. Gavagan Lewis, Md. Sirovich 
er Gibson Lindsay Smith, Va. 
Chavez Gifford McCormack Smith, W.Va. 
Clark, N.C Gillespie McLean Somers, N.Y. 
Colden Gillette McLeod Stokes 
Cole Goss McSwain Strong, Pa. 
Collins, Calif. Granfleld Maloney, Conn. Sullivan 
Collins, Miss, Guyer Maloney, La. Sumners, Tex. 
Connolly Haines Marland Sutphin 
Cooper, Ohio Hamilton Martin, Mass. Sweeney 
Corning Harlan Miller Swick 
Crowther Harter Milligan Taylor, S.. 
Cullen Hartley Montague Tinkham 
Darden Healey Morehead Tobey 
Delaney Hess Moynihan Treadway 
De Priest Hoidale Muldowney Truax 
DeRouen Hornor Norton Underwood 
Dickinson Huddleston O'Brien Waldron 
Dickstein James O'Connor Walter 
Ditter Jeffers O'Malley Watson 
Doughton Johnson. W.Va. P. White 
Douglass Kemp Parker, Ga. Willford 
Doutrich Kennedy, Md. Pettengill Williams 
Drewry Kennedy, N.Y. Peyser Wilson 
Edmonds Kenney Randolph Wolfenden 
Englebright Reed, N.Y. Wolverton 
Kleberg Reid, IN. Wood, Ga. 
Flannagan Kurtz Wood, Mo. 
Focht Lanzetta Richardson Woodruff 
Lea, Calif Rudd Young 
Foulkes Lee, Mo. Sadowski 
Frear Sandlin 


So the recommendation of the Committee of the Whole 
House on the state of the Union that the enacting clause 
be stricken was agreed to. 

The Clerk announced the following pairs: 

On this vote: 
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Tobey (for) with Mr. Bakewell (against). 
Edmonds (for) with Mr. Maloney of Connecticut (against). 
Ditter (for) with Mr. Rudd (against). 
Rich (for) with Mr. Lesinski ( (against). 
Muldowney (for) with Mr. Johnson of West Virginia (against). 
Connolly (for) with Mr. Adams (against). 
Bacharach (for) with Mr. Cullen (against). 
Wolverton (for) with Mr. Kenney (against). 
Hartley (for) with Mr. Flannagan (against). 
Wolfenden (for) with Mr. Richardson (against). 
Doughton (for) with Mr. Sadowski (against). 
McLean (for) with Mr. Walter (against). 
Beck (for) with Mr. Delaney (against). 
Doutrich (for) with Mrs. Norton (against). 
Waldron (for) with Mr. O’Connor (against). 
Kinzer (for) with Mr. Corning (against). 
Swick (for) with Mr. Harlan (against). 
Goss (for) with Mr. Sandlin (against). 
Crowther (for) with Mr. Kleberg (against). 
Treadway (for) with Mr. Bankhead (against). 
Watson (for) with Mr. McCormack (against). 
Bacon (for) with Mr. Lindsay (against). 
Gibson (for) with Mr. Sullivan (against). 
Hess (for) with Mr. O’Brien (against). 
Britten (for) with Mr. Morehead (against). 
Collins of California (for) with Mr. Burke of Nebraska (against). 


Until further notice: 
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Carley with Mr. Martin of Massachusetts. 
Auf der Heide with Mr. Andrews of New York. 
Drewry with Mr. Moynihan. 
Berlin with Mr. Guyer. 
Foulkes with Mr. Reed of New York. 
Brooks with Mr. Stokes. 
Smith of West Virginia with Mr. Andrew of Massachusetts. 
Ayres of Kansas with Mr. Cooper of Ohio. 
Peyser with Mr. Strong of Pennsylvania. 
Gavagan with Mr. De Priest. 
Celier with Mr. Focht. 
Milligan with Mr. Tinkham. 
Black with Mr. 
Cannon of Wisconsin with Mr. Englebright. 
Collins of ayes da lra Mr. McLeod. 

urtz. 


Dickstein with Mr. Williford. 

Maloney of Louisiana with Mr. Frear. 
Arnold with Mr, Buckbee. 

Kemp with Mr. Reid of Illinois. 

Chavez with Mr. Foss. 

Boehne with Mr. Shoemaker. 

DeRouen with Mr. Woodruff. 

Lewis of Maryland with Mr. Blanchard. 
Brunner with Mr. Gifford. 

Carpenter of Nebraska with Mr. Harter. 
Haines with Mr. Taylor of South Carolina, 
Wilson with Mr. Miller. 

Jeffers with Mr. Kennedy of Maryland. 
Marland with Mr. Hamilton. 

Lea of California with Mr. Healey. 
Browning with Mr. Faddis. 

Clark of North Carolina with Mr. Wood of Missouri, 
Cole with Mr. Lanzetta. 

Sirovich with Mr. Darden. 

Sweeney with Mr. Gillette. 
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Granfield with Mr. Kennedy of New York. 
McSwain with Mr. Hoidale. 

Horner with Mr. Lewis of Colorado. 

Huddleston with Mr. Randolph. 

Gambrill with Mr. Parker of Georgia. 

O'Malley with Mr. Young. 

Pettengill with Mr. White. 

Smith of Virginia with Mr. Burke of California. 
Sumners of Texas with Mr. Underwood. 
Sutphin with Mr. Wood of Georgia. 

Mr. DOBBINS. Mr. Speaker, my colleague, the gentleman 
from Illinois [Mr. GILLESPIE], is away from the chamber 
this afternoon on important business and asked me to an- 
nounce that if he were present he would vote yea upon 
this motion. 

Mr, BYRNS. Mr. Speaker, the gentleman from Delaware 
(Mr. Apams] is unavoidably absent today on account of im- 
portant business 

Mr. CANNON of Missouri. Mr. Speaker, I make a point 
of order—— 

Mr. BYRNS. Mr. Speaker, I ask unanimous consent to 
proceed for one half minute. 

Mr. BLANTON. Until the vote is announced, I object, 
Mr. Speaker. I have no objection to the gentleman’s being 
heard, but the vote ought to be announced first. 

The SPEAKER. Is there objection to the request of the 
gentleman from Tennessee? 

Mr. BLANTON. I object, Mr. Speaker, until the vote is 
announced. 

Mr. FISH. Regular order, Mr. Speaker. 

The result of the vote was announced, as above recorded. 

On motion of Mr. Blaxrox, a motion to reconsider the 
vote by which the recommendation of the Committee of the 
Whole House on the state of the Union was agreed to was 
laid on the table. 

Mr. BYRNS. Mr. Speaker, I ask unanimous consent to 
proceed for one half minute. 

Mr. CANNON of Missouri. Mr. Speaker, reserving the 
right to object, is it for the purpose of announcing how some 
Member would have voted? 

Mr. BYRNS. How some Members would have voted and 
at their personal request when they are absolutely unable 
to be present. 

Mr. CANNON of Missouri. I very much regret it, Mr. 
Speaker, but it is contrary to the rules and practices of the 
House, and, therefore, I am constrained to object. 

Mr. BYRNS. Then I want the Recorp to show that I 
made the request for the gentleman from 

Mr. CANNON of Missouri. I make the point of order, Mr. 
Speaker, that the gentleman is out of order. The gentle- 
man was not recognized for that purpose and he cannot put 
that in the Recorp. We should observe the rules of the 
House. 

The SPEAKER. The Chair sustains the point of order. 
SECURITIES BILL 


Mr. RAYBURN. Mr. Speaker, I ask unanimous consent 
that I may have until 12 o’clock tonight to file a conference 
report on the securities bill. 

The SPEAKER. Is there objection to the request of the 
gentleman from Texas? 


There was no objection. 
REGULATION OF BANKING 


Mr. COX. Mr. Speaker, by direction of the Committee on 
Rules, I call up House Resolution 150 and ask for its 
immediate consideration. 

The Clerk read the resolution, as follows: 


Resolved, That immediately upon the adoption of this resolution 
it shall be in order to move that the House resolve itself into the 
Committee of the Whole House on the state of the Union for the 
consideration of H.R. 5661, a bill to provide for the safer and more 
effective use of the assets of banks, to regulate interbank control, 
to prevent the undue diversion of funds into speculative opera- 
tions, and for other purposes. That after general debate, which 
shall be confined to the bill and shall continue not to exceed 4 
hours, to be equally divided and controlled by the chairman and 
ranking minority member of the Committee on and Cur- 
rency, the bill shall be read for amendment under the 5-minute 
rule. At the conclusion of the reading of the bill for amendment 
the Committee shall rise and report the same to the House with 
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such amendments as may have been adopted, and the previous 
question shall be considered as ordered on the bill and amend- 
ments thereto to final passage without intervening motion, except 
one motion to recommit. 

Mr.COX. Mr. Speaker, this is simply an open rule for the 
consideration of the Steagall bank-deposits guaranty bill. 
I do not know of any request for time, and I move the previ- 
ous question. 

The previous question was ordered. 

The resolution was agreed to. 

Mr. STEAGALL. Mr. Speaker, I move that the House 
resolve itself into the Committee of the Whole House on the 
state of the Union for the consideration of the bill (H.R. 
5661) to provide for the safer and more effective use of the 
assets of banks, to regulate interbank control, to prevent the 
undue diversion of funds into speculative operations, and for 
other purposes. 

The motion was agreed to. 

Accordingly the House resolved itself into the Committee 
of the Whole House on the state of the Union, with Mr. 
Cannon of Missouri in the chair. 

The CHAIRMAN. The House is in Committee of the 
Whole House on the state of the Union for the consideration 
of the bill which the Clerk will read. 

The Clerk read the title of the bill. 

Mr. STEAGALL. Mr. Chairman, I ask unanimous consent 
that the first reading of the bill be dispensed with. 

The CHAIRMAN. Is there objection? 

There was no objection. 

The CHAIRMAN. Under the rule the gentleman from 
Alabama [Mr. Sreacatt] has 2 hours and the gentleman 
from Massachusetts [Mr. Luce] has 2 hours. 

Mr. STEAGALL. Mr. Chairman 

Mr. PATMAN. Will the gentleman yield? 

Mr. STEAGALL. Yes. 

Mr. PATMAN. Those of us who are opposed to some pro- 
visions of the bill would like to have some time. I hope the 
gentleman will allot us at least 1 hour. 

Mr. STEAGALL. The rule provides for 4 hours’ debate, 
one half to be controlled by me and one half by the rank- 
ing Member on the minority side [Mr. Luce]. I will do the 
best I can, but of course there are members of the committee 
who will want time. 

Mr. PATMAN. Does not the gentleman think that the 
opponents should be allowed time? 

Mr. STEAGALL. Oh, yes. 

Mr. PATMAN. And will not the gentleman allow us at 
least an hour? 

Mr. STEAGALL. I cannot promise any definite allotment 
now. 

Mr. PATMAN. How about yielding us 45 minutes on each 
side? ; 
Mr. STEAGALL. There ought not to be any difficulty 
about the distribution of time. I do not want to be bound 
by any definite arbitrary agreement. I do not expect to 
use a great deal of time myself, and I do not know that 
any member of the committee wants to use much time. 
I feel sure that the gentleman can be accommodated, and I 

will endeavor to see that that is done. 

Mr. PATMAN. Will the gentleman assure us that he will 
give us 1 hour of the time? 

Mr. STEAGALL. I cannot assure the gentleman of any 
definite amount of time. 

Mr. KELLER. Then the committee has the power and 
will use all the time. 

Mr. STEAGALL. I do not think it will do that. I think 
we can adjust that. 

Mr. KELLER. I want to be for the bill, and strongly for 
it. but I want an opportunity to debate it. 

Mr. STEAGALL. I recognize that everybody is more or 


less exhausted. I certainly am, and I believe all will agree 
that we should save as much time as we can in the hope 
of completing the work of the present session in accordance 
with the plans contemplated by the leaders of the two 
Houses. 
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I am willing to bear my part of the burden in order that 
we may save the time of the House. It is for this reason 
that I desire to go forward with the debate on the bank 
reform bill at this late hour. 

Mr. SEGER. Will the gentleman yield? 

Mr. STEAGALL. Yes. 

Mr. SEGER. Can the gentleman tell us when it is con- 
templated that the session will adjourn? 

Mr. STEAGALL. I will say that it is hoped that we shall 
be able to finish and adjourn in a few days. I share that 
view and that hope. 

The bill before the House embodies substantially the main 
provisions of the measure passed in the former session of 
Congress by the Senate, known as the “Glass bill”, and 
which failed of passage in the House, and the main provi- 
sions of the bank-deposit or insurance measure which I had 
the honor to introduce and which passed the House in the 
former session of Congress, and which failed of passage in 
the Senate. A great amount of labor has been expended 
in connection with those two propositions. The Glass bill, 
to which I have referred, was the subject of extended hear- 
ings in the Senate and exhaustive study and discussion. 
The measure finally passed that body without serious op- 
position. It was referred to by the President of the United 
States during the former session of Congress with approval 
and commendation. It has been carefully gone over during 
this session in frequent conferences between Members of 
the Congress and the administration. 

I am sure every Member of the House recognizes the 
great responsibility that rests at this hour upon every man 
in a position of financial leadership or who has assumed 
important official duties with the Government at Washing- 
ton. I shall not review the distressing experience which 
the people of the Nation have endured during recent years. 
These conditions involved every phase of business activity 
and affected all classes and all sections. Agriculture is 
prostrate. Industry is crushed. Trade and commerce, both 
domestic and foreign, have been paralyzed. Bank credit 
has been destroyed. Confidence has vanished and hope has 
been deferred until the hearts of the struggling masses are 
sick. These conditions culminated in the complete collapse 
of the banking system of the Nation, and the measure of 
recovery so far attained is by no means satisfactory. 

It is useless to censure or to attempt to trace the blame. 
It is enough to know that neither our financial nor our 
official leadership furnished the discernment and courage to 
avert these unhappy developments. In the past, periods of 
panic and depression have been followed by legislative enact- 
ments to safeguard our people against repetition. 

The great Federal Reserve Act was enacted as a result 
of the lessons of experience gathered from conditions that 
existed in 1907 and prior to that time. Under the Federal 
Reserve Act we experienced a period of progress and pros- 
perity unparalleled in all our history. Under that act we 
financed the greatest war in all the tide of time and emerged 
from that conflict the financial center of the world and the 
dominating force in the diplomacies of mankind. Under 
that act credit facilities have been afforded for domestic 
purposes and also a large measure of the credit requirement 
for international trade and business. 

But we seemed to forget the lessons of experience. We 
departed from sound banking principles. Our great bank- 
ing system was diverted from its original purposes into 
investment activities, and its service devoted to speculation 
and international high finance. Our financial leaders went 
on a spree. They cranked up our great financial machine, 
charged it with high-powered gas, and soared away toward 
the heavens, forgetting that there would ever be need for a 
place to land or that a wreck awaited them. Agriculture, 
commerce, and industry were forgotten. Bank deposits and 
credit resources were funneled into the speculative centers 
of the country for investment in stocks operation and in 
market speculation. Values were lifted to fictitious levels. 
Call-money rates went soaring, community bankers over 
the Nation were lured away from normal and legitimate 
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channels into a maelstrom of untried and destructive 
activities. 

Bankers engaged in extending credits for legitimate pur- 
poses, for loans in support of commerce and agriculture and 
for community service and the development of community 
life, were urged to abandon this service and place their 
investments in what were represented to them as sound and 
liquid securities. A campaign was turned on urging bankers 
everywhere to take out of their portfolios papers representing 
the collateral and the character of local citizens and to 
employ their facilities in investment banking, in speculation, 
in stock gambling, and in aid of wild and reckless interna- 
tional high finance. 

The purpose of the regulatory provisions of this bill is to 
call back to the service of agriculture and commerce and 
industry the bank credit and the bank service designed by 
the framers of the Federal Reserve Act. 

The purpose is to strengthen the banking structure, to 
establish adequate capital requirements, to provide more 
effective regulation and supervision, to eliminate dangerous 
and unsound practices, and to confine banks of deposit to 
legitimate functions and to separate them from affiliates or 
other organizations which have brought discredit and loss 
of public confidence. We propose to see to it that hereafter 
the credit facilities of the Federal Reserve System shall be 
devoted primarily to the purposes to which that great act 
was dedicated at the outset. 

This bill prohibits an executive officer from borrowing 
from his own bank and further provides that if he borrows 
from another bank he must report his loan to the chairman 
of the board of his own bank. 

The bill provides that in the case of national banks the 
Comptroller of the Currency, and in the case of a State 
member bank the Federal Reserve agent, when they find an 
officer of the bank continually violating the law, can certify 
the fact to the Federal Reserve Board. The Federal Re- 
serve Board can summon such officer or director to show 
cause why he should not be removed from office. If after 
reasonable opportunity to be heard has been extended and 
the Federal Reserve Board finds such officer or director 
continuing to violate the law or indulging in unsound prac- 
tices the Board may order his removal from office. Such 
hearings are to be closed to the press and to the public. 

It is provided in the bill that after January 1, 1934, no 
officer or director of any member bank may be an official of 
any corporation or partnership which is engaged primarily 
in the business of selling securities. 

After January 1, 1934, no officer or director or employee of 
any member bank can be an officer, director, or employee of 
any corporation or partnership which makes loans on stock 
and bond collateral to anyone other than its own sub- 
sidiaries. 

The bill prohibits institutions dealing in securities and 
underwriting securities from accepting deposits. 

Another provision of the bill restricts holding companies 
to the condition that if they vote stock held by them in 
national banks they must themselves submit to examination 
and make regular reports of their condition. After 5 years 
from the date of the passage of the act a holding company 
may get a permit to vote its stock permanently, but it must 
have other assets of 12 percent of the aggregate par value 
of all bank stock held. A holding company must also in- 
crease such other assets at the rate of 2 percent per annum 
until the other assets amount to 25 percent of the aggregate 
par value of all bank stock held. The shareholders of a 
holding company are also made liable for the double liability 
on the bank shares held by them. 

Provision is made that 2 years after the passage of the 
bill member banks shall not have any security affiliates. 

The bill provides that after 2 years from the date of its 
passage stock in a member bank cannot represent any in- 
terest in an affiliate. Affiliates of member banks are also 
made subject to examination. 

Provision is made that affiliates of national banks must 
make not less than three reports a year to the Comptroller 
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of the Currency; such reports to be published as the bank’s 
own statement. 

National-bank examiners are authorized and empowered 
to examine all affiliates to determine the relation between 
banks and other affiliates. If within 90 days after the 
examination a national bank does not put into effect the 
recommendations of the Comptroller he is authorized to 
publish the report of the examination. 

The bill provides that member State banks must be gov- 
erned by the same provision as to buying, selling, and hold- 
ing investment securities as national banks. This section is 
effective 2 years after the passage of the act. 

Provision is made that the minimum capital for national 
banks shall be $100,000 with the exception that in towns 
of less than 6,000 it may be $50,000. In cities of over 
50,000 population the minimum capital must be $200,000 ex- 
cept in outlying districts where State banks are permitted 
to operate with $100,000 capital. No State bank may be a 
member of the Federal Reserve System unless it has capital 
equivalent to that required of national banks. 

The bill provides that investment in bank premises shall 
not exceed the capital stock of the bank. 

The bill permits the Federal Reserve banks to make ad- 
vances for 15 days on United States Government securities 
and for 90 days secured by rediscountable paper. However, 
if a member bank increases loans on stocks and bonds after 
warning, all such advances are made immediately due and 
the member bank is made ineligible to borrow from the 
Federal Reserve bank for such period as the Federal Re- 
serve Board may prescribe. 

The bill places all relationships and transactions of the 
Federal Reserve banks with foreign banks under the special 
supervision of the Federal Reserve Board. 

Amendment of the Federal Reserve Act is made to pro- 
vide for supervision by Federal Reserve banks to see whether 
any member bank is making undue use of its funds for 
speculative purposes. If such is found to be the case the 
Federal Reserve bank is empowered to suspend such mem- 
ber bank from the privilege of rediscounting. It also pro- 
vides that only one member of a group-bank system may 
participate in reserve bank board nominations. 

It is provided that after 1 year from the passage of the 
act the board of directors of any member bank must consist 
of not less than 5 directors or more than 25 directors. 
Every director must own stock in the bank of not less than 
$2,000, par value. 

The Federal Reserve Board is empowered to fix the per- 
centage of capital and surplus of a member bank which 
may be loaned on stock and bond collateral. The duty is 
placed upon the Federal Reserve Board to prevent undue 
use of bank loans for speculative purposes. 

The bill provides an open-market committee consisting of 
one member from each Federal Reserve district to have 
charge of the open-market operations of the Federal Re- 
serve banks. 

The bill has been reported by unanimous vote of the 
Committee on Banking and Currency of the House, and it 
comes before you under a rule representing the unanimous 
report of the Rules Committee of the House. 

There are some differences between the House bill and 
the provisions of the Senate bill to which I have referred, 
but in the main they are similar. I will point out these 
differences, if I have time, both as to the regulatory provi- 
sions and the deposit-insurance provisions. 

I think it was in 1923 that I first introduced in this House 
a bill to establish a system for the guaranty of bank deposits. 
Bills of the same kind and for the same purpose have been 
introduced by me in subsequent sessions of Congress. The 
legislation is not radical. It is not experimental. It in- 
volves the application of the principle of insurance—the 
most universally accepted principle known to the business 
life of the world. 

In the Seventy-second Congress the House passed a de- 
posits-insurance bill which I had the honor to introduce. 
The measure with respect to the insurance of bank deposits 
now before the House represents the agreed judgment, in 
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its main aspects, between myself and others who occupy po- 
sitions of responsibility in connection with banking legisla- 
tion. The bill is not just as I would have written it. It 
is not just as any man in either branch of Congress would 
have written it; but in my judgment it is the best plan for 
the insurance of bank deposits that has ever yet been 
submitted. 

Mr. MAY. Will the gentleman yield for a question? 

Mr. STEAGALL. I yield. 

Mr. MAY. I am sure the gentleman wants to give us all 
the information he can. Being very much lacking in infor- 
mation myself, I should like to ask the gentleman a question. 

Mr. STEAGALL. I am going to proceed to discuss the 
bill, if the gentleman will permit. 

Mr. BLANTON. Will the gentleman yield for a question? 

Mr. STEAGALL. Yes; I yield. 

Mr. BLANTON. Does the gentleman’s bill guarantee abso- 
lutely and make secure all deposits in banks? 

Mr. STEAGALL. I will be glad to discuss that. 

Mr. BLANTON. If it does, I am for it; and if it does not, 
I am not for any make-believe bills any more. 

Mr. STEAGALL. I am glad to know the gentleman’s 
interest and his enthusiasm in support of bank-deposit 
guaranty legislation. The gentleman has been active in 
connection with efforts to secure such legislation, and has 
been helpful, and I am sure we shall have his aid in connec- 
tion with the bill now before us. It will ultimately accom- 
plish results that will be satisfactory to my friend. 

Mr. BLANTON. Of course, there never will be any further 
confidence of the public in banks until their deposits are 
guaranteed, and they must be guaranteed absolutely. 

Mr. STEAGALL. I amin full accord with the gentleman’s 
views and with every purpose he has in mind on that subject. 
I am putting forth the best efforts of my life to accomplish 
just what he desires. 

The bill creates a corporation to be administered by a 
board of 5 members, 1 of whom is to be selected by the 
Federal Reserve Board, 1 of whom will be the Comptroller 
of the Currency, and 3 of whom will be appointed by the 
President of the United States and confirmed by the Senate. 
The corporation will have capital stock made up as follows: 
$150,000,000 to be subscribed by the Treasury of the United 
States. This fund covers the larger part of sums that have 
been paid into the Treasury by the 12 Federal Reserve banks 
in lieu of a franchise tax. Approximately $150,000,000 is to 
be subscribed by the Federal Reserve banks, the plan requir- 
ing that each Federal Reserve bank subscribe for the capital 
stock of the deposit-insurance corporation in an amount 
equal to one half of its surplus. 

National banks and member banks of the Federal Reserve 
System are required to subscribe for capital stock equal to 
one half of 1 percent of their net deposits, to be callable 
by the deposit-insurance corporation, and State nonmember 
banks are permitted to participate in the benefits of the 
corporation upon like conditions and like requirements 
subscription to the capital stock of the corporation, equal in 
amount to not more than one half of 1 percent of their net 
deposits. In case any State nonmember bank is not per- 
mitted under the laws of the State in which it does business 
to subscribe for capital stock in the corporation, provision is 
made for the deposit of funds equal to the amount of capital 
that would be subscribed by a bank having the same amount 
of deposits, and the deposit is substituted for subscription 
to capital stock. 

The plan provides further that whenever the funds of 
the corporation are diminished to an amount less than one 
fourth of 1 percent of the deposits of banks participating in 
the benefits of the insurance provisions of the bill additional 
assessments shall be made against all banks so participating 
to the amount of one quarter of 1 percent of their net 
deposits. 

State nonmember banks are permitted to participate in 
the benefits of the insurance plan upon certificate of sol- 
vency issued by the proper State examining authorities, and 
subject to examination from time to time by examiners of 
the deposit-insurance eorporation. 
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Mr. MAY. Will the gentleman yield right there? That 
is where my inquiry comes in, if it will not affect the gen- 
tleman’s thought. 

Mr. STEAGALL. I will be glad to yield to the gentleman. 

Mr. MAY. On page 22 of the bill provision is made for a 
minimum amount of capital stock for a national bank; and 
on page 23 there is a provision which defines how a bank 
applying for membership in the Federal Reserve System may 
come in. In that provision it provides it must possess paid- 
up, unimpaired capital sufficient to entitle it to become a 
national banking association under the provisions of the law. 

Mr. STEAGALL. That is correct. 

Mr. MAY. Therefore, no bank can become a member of 
the Federal Reserve System unless it has capital of a mini- 
mum of $50,000. 

Mr. STEAGALL. That is quite correct. 

Mr. MAY. That being true, may I ask the gentleman if 
he will state whether or not there is any provision in this 
bill that will take care of the situation of State banks which 
exist by the hundred everywhere, of even $15,000 and $25,000 
capital; whether there is some provision by which they can 
come in with their present existing capital? 

Mr. STEAGALL. The gentleman has followed the bill 
with care and with intelligence, and I appreciate his interest. 
I wish to say to the gentleman that the requirement to which 
he has referred has no reference whatever to the plan for 
the participation of State nonmember banks in the benefits 
of the insurance fund. The two propositions are entirely 
separate and distinct. There is no limitation or requirement 
as to capital stock of a State nonmember seeking participa- 
tion in the benefits of the deposit-insurance provision; none 
whatever. 

Mr. MAY. I call the gentleman’s attention to the lan- 
guage of subsection (b) of section 5138, which reads: 

C in a Federal 
Reserve bank unless it possesses a paid-up 5 capital 
sufficient to entitle it to become a national banking association 
in the place where it is situated under the provisions of the 
National Bank Act, as amended. 

This would prohibit a bank from becoming a member if 
it did not have a capital of at least $50,000. 

Mr. STEAGALL. That is quite correct. 

Mr. MAY. Then, how are the State banks to receive the 

benefits of this act? 

Mr. STEAGALL. The gentleman confuses admission into 
the Federal Reserve System with admission into participa- 
tion in the benefits of the insurance corporation that is to 
be established. 

Mr. MAY. In other words, the amount of the capital 
stock has nothing to do with State banks having their 
deposits guaranteed if they meet other requirements? 

Mr. STEAGALL. As to State banks, let me say this: No 
State bank under that provision may join the Federal Re- 
serve System unless its unimpaired capital amounts to 
$50,000. But any State nonmember bank complying with 
the requirements which I have attempted to explain is per- 
mitted to join the corporation and participate in the benefits 
of the deposit-insurance fund. The requirement is that a 
certificate of solvency by State authorities be submitted and 
examination by the insurance corporation be allowed. In 
this connection let me say regarding the suggestion that we 
have discriminated against State nonmember banks, that 
the greatest difficulty encountered in the progress that has 
been made toward the passage of this legislation has been on 
the part of those who think we have been too liberal in 
permitting State nonmember banks to participate in the 
system for the reason that more than one half of the initial 
fund is made up of the earnings of the Federal Reserve 
banks. 

Mr. BLANTON. Mr. Chairman, will the gentleman yield? 

Mr. STEAGALL. I yield gladly to the gentleman from 
Texas. 

Mr. BLANTON. I hope we will discriminate against some 
State banks and against every one of them until they make 
themselves absolutely safe and secure for the depositing 
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public. It is the public I am thinking of just now more 
than of any bank in the United States. 

Mr. STEAGALL. I may say to my friend that the pur- 
pose of this legislation is to protect the people of the United 
States in the right to have banks in which their deposits 
will be safe. They have a right to expect of Congress the 
establishment and maintenance of a system of banks in 
the United States where citizens may place their hard earn- 
ings with reasonable expectation of being able to get them 
out again upon demand. [Applause.] 

Mr. CARPENTER of Kansas. Mr. Chairman, will the 
gentleman yield for a question in connection with this 
matter of the guaranty of deposits? 

Mr. STEAGALL. I yield; but I must be brief. I want to 
yield time to others. 

Mr. CARPENTER of Kansas. I am friendly to the guar- 
anty feature, because I believe the depositors should be 
protected. The objection is often made by bankers that 
such a system penalizes honest bankers for the acts of dis- 
honest bankers. Will the distinguished chairman of the 
Committee on Banking and Currency give me an answer 
which will be a reply to this objection? 

Mr. STEAGALL. There are various answers to this ob- 
jection. Let me say this: I am not going to abuse the 
bankers. They have their difficulties, like all the rest of us, 
and all of them are not dishonest. The crooked banker is 
the exception and not the rule. They have suffered in this 
depression like the rest of us—at least many of them have— 
but they are business men. Business is conducted along 
selfish lines. 

The leaders in the banking world in the United States 
have not only been forgetful and neglectful of their respon- 
sibility to the public but they have forgotten their own best 
interests, and many of them are reaping now in the distress 
that confronts them the legitimate results of their own folly 
and short-sightedness. 

The same argument which the gentleman suggests filled 
the air all over this Capitol when the great Federal Reserve 
Act was in process of preparation. Many bankers then 
were so short-sighted that they imagined because they be- 
longed to the larger class of bankers they did not need the 
service of the Federal Reserve banks, and so they objected 
to being required to join a system imposing burdens which 
they thought were for the benefit of others. They fought 
the passage of the Federal Reserve Act even more vigorously 
than they have opposed the efforts that have been made to 
pass legislation for the protection of depositors. 

But, go among them now and ask if they want the Fed- 
eral Reserve Act repealed and you will find there is not a 
man among them who would dare advocate undoing that 
great achievement in the interest of banking and for the 
support of legitimate business in the United States. 

This bill seeks to establish a mutual insurance system sup- 
ported and maintained by the banks themselves, in their 
own interests as well as for the benefit of their depositors. 

Every banker applies the principle of insurance in every 
other line of his activities. He requires insurance at the 
hands of employees. He insures himself against his own 
negligence and mistakes. Every banker in the United States 
who pays a fire insurance premium pays out of his pocket 
to make good the loss of an insurance company caused 
by the fiend who burns his home. This bill simply sets up 
a system of mutual insurance. Bankers should have been 
first to advocate it, as most of them do advocate it now, 
because their successful operation depends upon deposits and 
they must have the confidence of the public to get deposits 
and before they can be free to employ deposits after they 
get them. 

Mr. CARPENTER of Kansas. I thank the gentleman for 
his explanation. 

Mr. STEAGALL. I am glad to have the gentleman’s 
interruption. 

Mr. CARPENTER of Kansas. I merely wanted the answer 
of the chairman of the great Banking and Currency Com- 
mittee, the author of this bill, that I might answer telegrams 
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of my banker friends. I thank the gentleman from Alabama 
for his explanation. 

Mr. STEAGALL. I could give the gentleman from Kansas 
some good advice about telegrams. 

Mr. DINGELL. The gentleman is not from Michigan or 
he would not be getting that kind of telegrams. 

Mr. CARPENTER of Kansas. I am from a State that 
went through the experience of the guaranty of bank 
deposits. 

Mr. STEAGALL. I beg the gentleman’s pardon, but they 
never went through the kind of a bank guaranty proposition 
that is now being considered. 

Mr. CARPENTER of Kansas. No; I do not think so. 

Mr. STEAGALL, No fire insurance company could suc- 
ceed if all the risk were centered in one community. No 
bank deposits insurance plan could succeed with one State 
as a unit with a few weak banks to support it. But the 
record shows that wherever a State guaranty system has 
been attempted the results were gratifying so long as it com- 
manded confidence. I should like to give the record of 
these attempts. I will mention the State of Texas. The 
law operated 16 years. No depositor lost a dollar. The in- 
crease in banks coming into the system was 72 percent and 
the increase in deposits amounted to 500 percent. Deposits 
increased from $38,000,000 in 1910 to $241,000,000 in 1925. 
There is a vast difference between what can be accomplished 
by a small number of banks in one State dependent upon 
a single crop and what can be successfully accomplished by 
the banking system of this great Nation that holds the 
financial leadership of the world in its hands. I desire to 
trace further the provisions of the bill under consideration. 

The corporation is permitted to expand its capital in 
three times the amount of its capital stock. The plan for 
paying off deposits in a failed bank is that the corporation 
sets up a temporary deposit banking institution to take over 
the deposits and invites every citizen to come in and get 
his money. The corporation continues the operation of a 
deposit bank. The new bank serves the community as a 
deposit bank until plans can be put into effect for the 
establishment of a regular bank, and if none is established, 
within 2 years from the date of taking over the institution, 
the deposit corporation withdraws; the community is saved 
from the shock of a bank failure, and every citizen has been 
given an opportunity to withdraw his deposits. 

I should like for the gentleman to read the telegrams 
that have poured into that office since the bank guaranty 
bill in the former Congress was given consideration. I can 
show the gentleman hundreds and hundreds of telegrams 
from bankers opposing bank deposit insurance legislation 
and go through the same files at a later date and find where 
the same bankers were urging the passage of such a law as 
indispensable to the salvation of the country. 

Mr, CLAIBORNE. Will the gentleman yield there for a 
question? 

Mr. STEAGALL. In just a moment. 

Let me say further that the Reconstruction Finance Cor- 
poration which we established a little over a year ago, tak- 
ing several billion dollars out of the Treasury of the United 
States, has never had any service to its credit that ap- 
proaches that which has been rendered in saving communi- 
ties from the demoralization and distress of bank failures. 

That bill itself was a quasi-deposit guaranty scheme, and 
that is the best excuse that can be offered for the passage 
of that legislation opening up the Treasury for the use of 
private business. I invite the gentleman to take telegrams 
that he has received from bankers and go down to the Cor- 
poration and see how many of these bankers who are op- 
posing this legislation have got their arms up to their shoul- 
ders in the Treasury of the United States right now in order 
to keep their doors open. 

Mr. CARPENTER of Kansas. I thank the gentleman, and 

I shall do that. 
' Mr. STEAGALL. The gentleman will find that many of 
them who have been opposing this legislation have been 
able to keep open only because of the aid furnished them 
through the Reconstruction Finance Corporation. 
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This cannot go on forever. There is an end to what the 
Treasury of the United States can do. The funds that have 
been used by the Reconstruction Finance Corporation, if 
used from the outset for the protection of deposits in the 
banks of the United States, would have been worth a thou- 
sand times more than the service that has been rendered 
in other lines. 

Mr. McFADDEN. Will the gentleman yield? 

Mr. STEAGALL. Yes; I gladly yield. 

I want to say just a word further before I forget and pass 
from it. I do not mean to be understood as favoring Gov- 
ernment guaranty of bank deposits. I do not. I have never 
favored such a plan, but I will say to the membership of 
the House that the very class of bankers to which attention 
has been called are at this moment clamoring for the enact- 
ment of legislation to require the Treasury of the United 
States to underwrite the solvency of their banks and the 
protection of their depositors. I could give further infor- 
mation on this line that I am not entirely free to disclose 
at the moment. That is what is going on. Bankers should 
insure their own deposits. They should apply to their de- 
posits the same principles of insurance that they apply to 
their employees and to their customers and every citizen 
who offers to pledge his property as security. 

Mr. CLAIBORNE. Do the sound, conservative bankers 
of the country wire the gentleman that they want this in- 
surance—not those fellows who were gambling, but the 
sound, conservative bankers? 

Mr, STEAGALL. Can the gentleman give me a list of 
them? Many people have come to doubt that we have such 
banks. Of course, there are many sound banks under safe 
management. I presume all that opened after the 4th of 
March are all right. 

Mr. CLAIBORNE. I would say that the Chemical Na- 
tional in New York today is a sound, conservative bank that 
does not want insurance, and whose depositors do not want 
it, and there are many others. 

Mr. STEAGALL. I am not going to discuss individual 
banks but I want to tell you that the entire banking structure 
of the United States was dragged down by a few city banks. 
That is a matter of history. 

It was my privilege to sit in a conference at the Treasury 
on the 5th of March, in which the high lights of the banks 
of the country were gathered. In that hour of distress there 
was no serious dissent from the suggestion that we must have 
insurance of bank deposits before we may expect complete 
recovery of business in the United States. 

I invite the gentleman to come to my office and let me 
read him some of my files and see how the banks which he 
has in mind stand now on the proposition of protection of 
bank deposits. If the bank to which he refers does not 
favor it, it is different from its neighbors. I am not quite 
free to disclose all the information I have in this connection. 

Mr. McFADDEN. Will the gentleman yield? 

Mr. STEAGALL. I yield. 

Mr. McFADDEN. I have been an interested listener in 
the gentleman’s statement, especially with reference to the 
guaranty of deposits. But there are other features in the 
bill, particularly in that all-important section of affiliates 
and further extending the power of the Federal Reserve 
System in the control of and maintenance of credit exclu- 
sively as provided for in this bill. 

Mr. STEAGALL. Exclusive in what way? 

Mr. McFADDEN. There is a section in the bill which 
provides that the Federal Reserve System shall control 
money that is loaned the speculative markets—practically 
preempts the right to loan for speculative purposes. I 
know that is for the purpose of curtailing it, but I also 
recollect that there was authority in the Federal Reserve 
Act for supervision by the Federal Reserve Board and they 
yielded to the dictation of the big banks. 

Mr. STEAGALL. The regulatory provisions in the bill 
are designed to cure that. There are multitudinous pro- 
visions imposing restrictions and limitations and requiring 
the Federal Reserve Board to carry out the purpose, and to 
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require that the facilities of the banks shall be devoted 
entirely to legitimate purposes. 

Mr. WEIDEMAN. Will the gentleman yield? 

Mr. STEAGALL. Yes. 

Mr. WEIDEMAN. The Chemical National Bank has been 
mentioned. I want to call attention to the fact that on 
page 5, section 4, they are asking for the Morris Plan 
banks, and the Chemical Bank controls the Morris Plan 
banks. 

Mr. STEAGALL. These banks loan in small amounts and 
upon personal security. They count character in consider- 
ing collateral. I see no objection to admitting them into 
the Federal Reserve System. I will say to the gentleman 
from Pennsylvania that I have not discussed some of the 
provisions of the bill at length for the reason that I do not 
wish to take unnecessary time and because of my greater 
interest in other sections of the measure. There will be 
ample time under the 5-minute rule to consider every sec- 
tion of the bill. 

The business of this country is conducted with bank 
credits, not by the use of currency. Ninety-five percent of it 
is done with bank credits. The Banking and Currency Com- 
mittee reported and the House passed a currency expansion 
and stabilization measure last year. I had a part in that. I 
refer to the Goldsborough bill. I favor expansion of the 
currency within sound limits under constructive control. 
But we cannot place enough currency in actual circulation to 
conduct the business of this country that has been supported 
by the use of bank credits. Bank credits have declined from 
1929 to one half what they were at that time. Bank de- 
posits have shrunk in proportion. Three fourths of the 
currency in circulation or supposed to be in circulation in the 
United States is in hoarding. Over a billion dollars of it is 
in hoarding now in postal savings, which cannot be with- 
drawn except by substitution of liquid paper. It is in prac- 
tical effect hoarded 

Mr. PATMAN. Mr. Chairman, will the gentleman yield? 

Mr. STEAGALL. I cannot yield any more. I am sure 
the gentleman will appreciate the situation which forces me 
to decline to yield. We cannot supplant the service ren- 
dered by the use of bank credits. We cannot have a normal 
use of bank credit in the United States until people are 
willing to put their deposits in banks. Deposits constitute 
the basis for bank credit, and bankers can never be free to 
extend credit accommodations for the support of trade and 
commerce until they are permitted to retire at night with- 
out fear of mobs at their doors the next morning demanding 
cash for their deposits. 

The proof is indisputable that bank-deposits guaranty, 
if conducted in accordance with established rules and prin- 
ciples of insurance, can easily be made effective at a cost 
easily borne. 

Our national banking system is 70 years old this year. The 
law creating it became effective in 1863, and in the first year 
of its existence there were 68 national banks chartered. The 
system has grown in numbers through the years until now 
there are more than 6,000 national banks in operation. 

Let us see what the cost would have been if the National 
Banking Act, which was first passed 70 years ago, had pro- 
vided for the insurance of deposits along the lines of the 
legislation now pending before the Congress. It is simply 
a question of mathematics. The record shows that the total 
net losses to depositors in the national banks for the first 
45 years of the national banking system amounted in round 
figures to only about $45,000,000—about $750,000 a year. 
The Comptroller of the Currency testified before the House 
Banking and Currency Committee that the total net losses 
to depositors of national banks from the foundation of the 
system down to 1930 amounted to only $82,000,000. For 
each of the 70 years on an average there have been in opera- 
tion 4,579 national banks, and the aggregate deposits of all 
the national banks for the average year has amounted to 
$5,118,277,000. Thus we see the deposits in national banks 
have averaged $1,118,000 per bank a year for the 70-year 
period. 
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During these 70 years 2,057 national banks have sus- 
pended business—an average of 30 banks a year; the de- 
posits in these closed banks have aggregated $1,406,336,000 
altogether, or an average of $20,100,000 a year. 

The records show that more than 67 percent of the de- 
posits in closed banks for the past 70 years have been 
converted into cash, and, after paying all expenses of 
liquidation, have been distributed in dividends to depositors, 
so that the amount that would have been required to make 
good all losses to depositors would be less than 33 percent 
of the total deposits in closed banks. 

Figuring the cost at 35 percent, it would have required 
$492,218,000 altogether to have made good all the losses of 
all the depositors in every national bank that has closed its 
doors since national banks were first created, or an average 
of $7,035,000 a year for the 70-year period. Thus the ac- 
tual cost to the banks of paying all depositors in closed na- 
tional banks would have averaged fourteen one-hundredths 
of 1 percent of the average annual deposits of banks. 

It may be said that the losses in closed national banks 
have been much greater on an average in the last few 
years than during the whole 70-year period of national 
banking history; and there is support for this argument. 

When the Federal Reserve Act was passed in 1913 the 
measure as passed by the Senate contained a deposit-in- 
surance provision. It was offered by the illustrious John 
Sharp Williams, of Mississippi. 

This provision was stricken out in conference between the 
House and the Senate. 

The chief argument against the provision was that Fed- 
eral Reserve banks were not to become money-making insti- 
tutions and would not be prepared to assume the burdens 
involved in insurance of deposits. 

The record shows that contrary to expectations the Fed- 
eral Reserve banks have made more than $1,000,000,000 
gross profits and over $500,000,000 net profits. 

Let us see what the cost of insurance of all deposits 
would have been if the Federal Reserve Act had provided 
for deposit insurance. Since the Federal Reserve Act be- 
came effective in 1915 there have been in operation each year 
an average of 8,102 national banks, and their deposits have 
averaged $12,001,700,000 annually, or $1,481,000 for each 
member bank. During these 18 years, 1,631 national banks 
have suspended business, or an average of 90 banks a year, 
and the deposits of these closed banks have averaged $66,- 
087,000 a year. The losses in these failed banks, figured at 
35 percent of their total deposits, have amounted to $416,- 
311,000 for the 18-year period, or $23,128,390 yearly average, 
or 2,854 per average active national banks a year. 

Thus, the cost of insuring the deposits in all national 
banks during the past 18 years would have amounted to 
nineteen one-hundredths of 1 percent of the average annual 
deposits of these banks. 

Let us see what the cost would have been in the very worst 
year in the history of our banking system. During the year 
1931 there were 409 national banks closed having deposits at 
the date of suspension aggregating $439,171,000. Both the 
number and the aggregate deposits for the year 1931 were 
more than double those of any other year in our history. 
Yet, figuring the losses at 35 percent of the aggregate de- 
posits, the cost of insuring all the deposits in all national 
banks even in 1931 would have been $153,710,000, or seven 
tenths of 1 percent of the deposits of the national banks. 
Nothing can be more certain than that if the deposits in 
banks had been adequately protected by insurance the num- 
ber of failed banks, as well as losses of depositors would have 
been enormously reduced. But even if the cost of deposit 
insurance should be as great in the future as it has been dur- 
ing the past 70 years, or during the past 18 years, or even 
during the terrible record-breaking year of 1932, its cost 
would not be an expense to the banks but an excellent 
investment saving for them in enhanced profits many times 
the cost. 

So far I have dealt with the history of the deposit losses 
in national banks. I think the figures demonstrate that it 
would not be difficult to establish a satisfactory system of 
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of insurance of deposits in national banks. I am aware that 
there is a popular impression that the problem of deposits 
insurance is much greater in connection with State banks 
than national banks. Such is not the fact. A much larger 
number of State banks have been thrown into liquidation, 
but that does not supply the real test. The comparative 
difficulties of the problem as it relates to the two systems 
can only be disclosed by examination of the amount of de- 
posits and a comparison of final losses to depositors. The 
total amount of deposits in nonmember banks that closed 
during the 11-year period from 1921 to 1931, inclusive, is 
less than the total deposits in member banks that failed 
during that time. In this connection it should be borne 
in mind that the amount of deposits in nonmember banks 
during this period was far in excess of average deposits in 
member banks of the Federal Reserve System. 

During the period to which I have referred deposits in 
member banks amounted to $753,000,000 and deposits in non- 
member banks that failed amounted to $957,000,000, but in 
member banks reopened there were only $119,000,000 of de- 
posits and in nonmember banks reopened there were $344,- 
000,000 of deposits. So we find that in member banks liqui- 
dated there were $614,000,000 of deposits and in nonmember 
banks liquidated only $613,000,000. 

State banks have rendered inestimable service in support 
of the Nation’s trade and commerce, and in the promotion 
of community interests and the development of community 
life. Any plan established for the insurance of bank de- 
posits should embrace deposits in State banks, regardless of 
membership in the Federal Reserve System. I heartily agree 
that they should be encouraged in seeking admission into 
the System, but we should not resort to coercion or dis- 
crimination in order to drive them into the System. The 
administration of the System should be such as to induce 
increased membership. 

In the figures just presented it is assumed that the num- 
ber of closed banks would be just as large and the amount 
of deposits and losses to depositors just as great under a 
system of bank-deposits insurance as they have been with- 
out deposits insurance. Certain it is that if deposits had 
been protected by insurance the number of failures and the 
amount of losses would have been enormously diminished. 

The argument is urged against insuring bank deposits 
that it would be a premium on bad banks. Well, certainly 
the records abundantly prove that the system of noninsur- 
ance of bank deposits which we have had in vogue has re- 
sulted in unsafe banking, with disastrous consequences both 
to bankers and the public. 

It is bad enough to have bank failures resulting from 
crookedness or insolvency; it is absolutely inexcusable that 
solvent banks should fail because of loss of confidence caus- 
ing runs on banks. Worst of all, bankers are swept into a 
state of fear which results in a form of hoarding by banks 
vastly more serious in consequences than that which comes 
from hoarding by individuals. 

It is estimated that banks now have available billions of 
dollars of collateral for use in extending loans, but the plain 
fact is that for more than 3 years bankers have given little 
thought to anything except to keep their banks in liquid 
condition. Who can blame them? A banker’s first duty is 
to his depositors. Common honesty, as well as every dictate 
of self-interest, suggests that he give first thought to them. 
The fear that grips the minds and hearts of bankers, keep- 
ing ever before them the nightmare of bank runs, makes it 
impossible for them to extend the credits that are indis- 
pensable to trade and commerce. The same fears seize every 
investor and business man, great and small, and leave him 
without the courage to borrow from banks or to invest for 
increasing employment and enlarging the buying power of 
the public. 

President Roosevelt in his inaugural address spoke the 
truth when he declared that fear is the underlying cause of 
our present economic difficulty. We must banish this fear 
if we are to put an end to the depression. The one indis- 
pensable remedy is insurance of bank deposits. Bankers 
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should be the first to support this great reform—they owe it 
to their depositors, to their country, and to themselves. 

Much has been said of the distress and suffering caused 
depositors; of citizens and their families thrown out of their 
homes; of women and children suffering from lack of hos- 
pitalization; of loss of savings representing the sacrifice and 
toil of a lifetime to shelter old age from want—all resulting 
from bank failures. 

I want to say a word for bankers, thousands of whom have 
gone down in the wreck of these recent years, with fortunes 
swept away, many of them men of ability and of highest 
integrity, who, in spite of strict observance of rules of busi- 
ness, tested and accepted as wise during the experience of 
half a century, have seen institutions representing the pride 
and ambition of a lifetime wiped out overnight; and worst 
of all, the love and confidence of their neighbors and friends 
turned into distrust and censure. 

The officers of such an institution are stigmatized by pub- 
lic opinion as criminals, or as reckless incompetents who 
have brought untold injury and suffering to innocent people. 

Bankers insure their homes for the reason that no hus- 
band or father can rest contented so long as there is danger 
of having his home destroyed by fire and his family left 
without shelter. Any father who has lived through the ex- 
periences which I have depicted would a thousand times 
rather have his family suffer any material loss than to have 
the son who is to bear his name victimized by the record 
of a father responsible for the management of a bank that 
failed with enormous losses to the depositing public of his 
community. 

We may talk about percentage of gold back of our cur- 
rency, we may discuss technical provisions of legislation 
touching affiliates, investments, open-market operations, 
group banking, chain banking, and branch banking. The 
public does not understand these technical discussions, but 
from one end of this land to the other the people understand 
what we mean by guaranty of bank deposits; and they de- 
mand of you and me that we provide a banking system 
worthy of this great Nation and banks in which citizens may 
place the fruits of their toil and know that a deposit slip in 
return for their hard earnings will be as safe as a Govern- 
ment bond. [Applause.] 

They know that banks cannot serve the public until con- 
fidence is restored, until the public is willing to take money 
now in hiding and return it to the banks as a basis for the 
expansion of bank credit. This is indispensable to the sup- 
port of business and the successful financing of the Treas- 
ury. It will bring increased earnings, higher incomes, and 
make it possible to balance the Government’s Budget without 
resort to vicious and vexatious methods of taxation. We 
must have this great reform, the sooner the better. Now is 
the time of all times to bring to pass this great achievement. 
The sooner it comes the quicker we shall begin to move along 
the way that leads from darkness and despair into the 
gladsome light of prosperity and happiness. [Applause.] 

DIVISION OF TIME 

Mr. PATMAN. Mr. Chairman, I thought we would have 
a little more time for the opposition than 10 minutes each. 
Three or four of us would like to speak in opposition to 
certain provisions of the bill. We fortified ourselves to the 
extent that I appeared before the Committee on Rules ask- 
ing for a liberal time. The Rules Committee extended the 
time of general debate to 4 hours. I thought it was with 
the understanding that we would have a liberal division of 
that time. Of course the gentleman from Alabama is in 
charge of the time, and he has necessarily had to take quite 
a considerable portion of it to explain the bill. Yet we would 
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the gentleman. I am particularly anxious that the gentle- 
man from Michigan [Mr. Wememan] and the gentleman 
from Illinois [Mr. KELLER] be allowed time in opposition to 
certain portions of the bill. 
6,000 NATIONAL AND 12,000 STATE BANKS 
In regard to the guaranty feature of the bill, we have 
6,000 national banks in the United States and 12,000 State 
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banks, twice as many State banks as we have national STATE BANKS IN THE UNITED sTATES—continued 
banks. {Amounts in thousands of dollars] 

This bill proposes to insure deposits of national banks 
only, and 858 State banks that are members of the Federal 
Reserve System. If this bill becomes law, those banking in- 
stitutions, regardless of their solvency or insolvency, auto- 
matically become a part of this deposit-guaranty system. 
All State banks will necessarily not only have to get a cer- | » 
tificate of solvency from the banking supervisor of the re- 
spective State, but application must be made to this deposit- eee 
guaranty committee, an investigation will have to be made i 
as to solvency, and then the board that is appointed by the 
President will have to pass upon the question as to whether 
or not the State bank in question will be permitted to come 
within the terms of this law and have its deposits protected. 

STATE BANKS AT DISADVANTAGE 

I venture to say that not one third of the State banks of 
the United States can make the showing that will be neces- 
sary to come within the terms of this law. If that be true, 
instead of helping the depositors of this Nation you are 
going to cause the closing of four, five, six, or seven thou- 
sand State banks in this country. That would be more in- 
jurious than it would be helpful. 

Mr. SNELL. Will the gentleman yield for a short ques- PP 
tion? 

Mr. PATMAN. Just for a question. 

Mr. SNELL. How do the deposits in the 12,000 State 
banks compare with the deposits in the national banks? 

Mr. PATMAN. I do not know how they compare, but the 
depositor who only has $100, if that is all the money he 
has, loses his all in a bank failure just the same as the man 
who has $10,000 on deposit. 

Mr. SNELL. I am wondering as to the amount of bank- 
ing business as between the two kinds of institutions. 

Mr. PATMAN. I do not know, but I should like permis- 
sion to insert in the Recorp the number and deposits of 
State banks in each State and the number and deposits 
of national banks in each State. 

The CHAIRMAN, Without objection, it is so ordered. 

There was no objection. 

NATIONAL BANKS! IN THE UNITED STATES 
[Amounts in thousands of dollars] 


43, 443 
72, 280 
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550, 278 
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ag WEIDEMAN. Will the gentleman yield for a ques- 
n? 


Maryland. 
District of Columibi 18 Mr. PATMAN. I yield. 
West Virginia, —— 1 15 Mr. WEIDEMAN. The amount of the deposits in the 
North Carolina State banks and in the national banks would not necessarily 
Geri 2 8 — 1 720 reflect the hardship it would work upon the people, because 
` Fora e Cc T WE er OS 126, 04 Probably the State-bank depositors, as a class, are much 
e 138, 384 smaller than the depositors in the tremendous national 
Tennessee. 163, 297 banks. 
on Mr. PATMAN. That is what I was saying. The man who | 
Member banks only, i.e., exclusive of national banks in Alaska and Hawaii. only has $100 would not want to lose that any more than 
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the man who had $100,000. State banks having deposits of 
$25,000,000,000 will not necessarily be protected, but national 
banks with $16,000,000,000 in deposits will be protected, with 
the people’s money used as an insurance premium. 

MUTUAL INSURANCE UNDERTAKING 

The gentleman from Alabama [Mr. STEAGALL] said this is 
a mutual insurance undertaking. That is exactly what it is, 
and instead of the ones who are benefited paying the pre- 
mium, the Government of the United States is going to pay 
two thirds of the premium. An endowment fund is being set 
up which is to be used for the purpose of raising sufficient 
money annually by speculation, investment, and otherwise 
from the general public to pay the premium necessary to pay 
off the depositors in the event a bank is closed by reason of 
insolvency. 

The money is coming from three sources, namely, $150,- 
000,000 from the Treasury of the United States, $150,000,000 
from the surplus fund of the Federal Reserve banks, which, 
as a matter of right, should be in the Treasury of the United 
States today. That money does not belong to the Federal 
Reserve banks. It belongs to the United States Treasury. 
It never has belonged to those banks. It never was intended 
that those banks should get that money. Therefore, of the 
$450,000,000 appropriated, $300,000,000 of it represents the 
people’s money, coming from the Treasury of the United 
States. The other one third will come from the depositors, 
one half of 1 percent being assessed against the deposits of 
the banks. 

SURPLUS FUND OF FEDERAL RESERVE BANKS 

Now, let me tell you about this surplus fund of the Federal 
Reserve banks. When those banks were organized, they were 
not intended as profit-making institutions. It was stated 
they were going to use the credit of this Nation, and for 
the purpose of compensating the people for the use of that 
credit, when they paid their operating expenses and 6-per- 
cent dividends on the amount of capital invested by the 
member banks the remainder would go into the Treasury 
as a franchise tax. As conclusive evidence, if a member 
bank should fail or should withdraw from this System, that 
member bank would only get its capital stock back. It does 
not get back a part of that surplus, because that surplus 
does not belong to the member bank. It belongs to the 
Treasury of the United States. 

EVIDENCE OF INTENT 

The law provides that in the event a Federal Reserve bank 
becomes insolvent and it is necessary to liquidate that bank 
after the expenses of the bank are paid, the surplus goes 
into the Treasury of the United States. If the theory of the 
gentleman from Alabama [Mr. Sreacatu] is correct, that 
surplus should go back to the member banks that sub- 
scribed to the capital stock in that particular Federal Re- 
serve bank. It is written into the law from beginning to 
end, that as to those banks using the credit of our Nation 
in the manner they are, the excess profits they make shall 
be paid into the Treasury of the United States. Now you 
come along in section 3 of this bill and attempt to change 
the entire policy of our Government in that regard. You 
attempt to divert from the Treasury of the United States 
back to the Federal Reserve banks that surplus, when there 
was written into the law, language that said it should go 
into the Treasury of the United States. Now you come here 
and claim you are going to use that money as an insurance 
premium to insure bank deposits for private banks, and that 
it is necessary to do it in the interest of the general welfare. 
Yes; I say it is all right to do it in the interest of the gen- 
eral welfare, but do not restrict it to just 6,000 banks. Give 
all banks an opportunity to come in, and when this bill is 
subject to amendment under the 5-minute rule, I expect to 
offer two amendments in particular. 

One is to strike out section 3 which changes the policy 
of this Government in regard to the excess earnings of the 
Federal Reserve banks. The next amendment I expect to 
offer will be an attempt to strike out the language that would 
permit this board of five members, two of whom are mem- 
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bers of the Federal Reserve banking system, if you please, 
to have the right to deny a State bank to come into this 
System if the supervising authority in the State will make 
a certificate to the effect that the bank in question, that 
is making application, is in a solvent condition. 

Now, I challenge this committee, if you really want to do 
something in the interest of the general welfare, and in the 
interest of all the people, inasmuch as two thirds of the 
premium is being paid for by the people’s money, the act 
should apply to State banks as well as to national banks. 

I wish to read a comparison between the number of State 
banks and the number of national banks that will benefit. 
I see the distinguished chairman of the steering committee 
(Mr. Crosser] back here. I will name his State. There are 
266 national banks and 536 State banks in Ohio. 

{Here the gavel fell.] 

Mr. STEAGALL. I yield the gentleman from Texas 2 
additional minutes. 

Mr. PATMAN. In the State of Indiana there are 152 
national banks which will be protected under this bill, but 
523 State banks will be left out in the cold. 

Will they be able to come in? We do not know whether 
they will or not. They do not have assets that are worth 
the money they were worth a couple of years ago. Very 
few banks can make the showing that would be necessary 
for them to make. If they could not make it they would 
automatically have to close their doors. So I want to insist, 
Mr. Chairman, that when this bill comes under the 
5-minute rule that we strike out section 3. This section has 
no relation to any other section of this bill in any way, 
shape, form, or fashion, but is just a sop to a few big bank- 
ers and amounts to a billion-dollar franchise to these few 
powerful bankers. 

Further, I ask that you strike out the provision that would 
permit this board of five to deny a solvent State bank the 
right and the opportunity to come within the terms of this 
insurance law where the people of the United States are 


paying two thirds of the premium. [Applause.] 
{Here the gavel fell.] 
Mr. LUCE. Mr. Chairman, it is almost 5 o'clock. Mani- 


festly there is not a quorum present. May I suggest to the 
Chairman that the Committee rise? 

Mr. STEAGALL. That is agreeable to me. 

Mr. Chairman, I move that the Committee do now rise. 

The motion was agreed to. 

Accordingly the Committee rose; and the Speaker having 
resumed the Chair, Mr. Cannon of Missouri, Chairman of 
the Committee of the Whole House on the state of the Union, 
reported that that Committee, having had under consideration 
the bill H.R. 5661, had come to no resolution thereon. 

UNITED STATES NAVAL ACADEMY 


Mr. VINSON of Georgia submitted the following confer- 
ence report on the bill (S. 753) to confer the degree of 
bachelor of science upon graduates of the Naval Academy. 

LEAVE OF ABSENCE 

By unanimous consent, leave of absence was granted as 
follows: 

To Mrs. Norton, for 4 days, on account of important 
business. 

To Mr. Lesinski, for 4 days, on account of important 
business. 

ADJOURNMENT 

Mr. BYRNS. Mr. Speaker, I move that the House do now 
adjourn. 

The motion was agreed to; accordingly (at 4 o’clock and 
57 minutes p.m.), in accordance with its previous order, the 
House adjourned until Monday, May 22, 1933, at 11 
o’clock a.m. 


EXECUTIVE COMMUNICATIONS, ETC. 
Under clause 2 of rule XXIV, executive communications 
were taken from the Speaker’s table and referred as follows: 
76. A letter from the Secretary of War, transmitting a 
letter from the Chief of Engineers, United States Army, 
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dated May 13, 1933, submitting a report, together with 
accompanying papers, on a preliminary examination and 
survey of Corte Madera Creek, Marin County, Calif., author- 
ized by the River and Harbor Act approved July 3, 1930; to 
the Committee on Rivers and Harbors. 

77. A letter from the Secretary of War, transmitting a 
letter from the Chief of Engineers, United States Army, 
dated May 15, 1933, submitting a report, together with 
accompanying papers, on a preliminary examination and 
suryey of North River, Carteret County, N.C., authorized by 
the River and Harbor Act approved March 3, 1925; to the 
Committee on Rivers and Harbors. 

78. A letter from the Secretary of War, transmitting a 
letter from the Chief of Engineers, United States Army, 
dated May 15, 1933, submitting a report, together with 
accompanying papers, on a preliminary examination of 
channel from North River, via Back Sound, to Lighthouse 
Bay, N.C., authorized by the River and Harbor Act approved 
January 21, 1927; to the Committee on Rivers and Harbors. 

79. A letter from the Secretary of War, transmitting a 
draft of a bill entitled “A bill to prevent the loss of the 
title of the United States to lands in the Territories of Ter- 
ritorial possessions through adverse possession of prescrip- 
tions”; to the Committee on the Judiciary. 

80. A letter from the Acting Secretary of Commerce, 
transmitting draft of a bill for the relief of Ward J. Law- 
ton, special disbursing agent, Lighthouse Service, Depart- 
ment of Commerce; to the Committee on Claims. 


PUBLIC BILLS AND RESOLUTIONS 

Under clause 3 of rule XXII, public bills and resolutions 
were introduced and severally referred as follows: 

By Mr. McKEOWN: A bill (H.R. 5713) to amend Public 
Law No. 15, Seventy-third Congress, an act to provide for co- 
operation by the Federal Government with the several States 

- and Territories and the District of Columbia in relieving the 
hardships and suffering caused by unemployment, and for 
other purposes, approved May 12, 1933; to the Committee 
on Banking and Currency. 

By Mr. KRAMER: A bill (H.R. 5714) providing for loans 
or advances by the Reconstruction Finance Corporation, 
through its proper agency, to public-school districts in 
southern California for the purpose of rebuilding public 
buildings, schools, or other municipal buildings which were 
wholly or partially destroyed as a result of the earthquakes 
of March 1933, and for other purposes; to the Committee on 
Banking and Currency. 

By Mr. HOWARD (by departmental request): A bill (H.R. 
5715) to authorize the change of homestead designations 
on allotted Indian lands; to the Committee on Indian Affairs. 

Also, a bill (H.R. 5716) authorizing the Secretary of the 
Interior, in behalf of Indians, to use tribal funds in the 
purchase of allotments of deceased Indians, and for other 
purposes; to the Committee on Indian Affairs, 

By Mr. WHITE (by request): A bill (H.R. 5717) to pro- 
vide a more stable monetary system by substituting multi- 
metallism in lieu of monometallism or the single gold stand- 
ard; to the Committee on Coinage, Weights, and Measures. 

By Mr. LEA of California: A bill (H.R. 5718) to authorize 
the modification of the contract for the construction of the 
post-office building at Long Beach, Calif.; to the Committee 
on Public Buildings and Grounds. 

By Mr. CANNON of Wisconsin: A bill (H.R. 5719) to ex- 
tend the National Motor Vehicle Theft Act to all stolen 
articles transported in interstate commerce; to the Com- 
mittee on the Judiciary. 

By Mr. MARLAND: A bill (H.R. 5720) to preserve and 
protect the correlative rights of the oil-producing States; 
to assist them in the proper enforcement of their oil con- 
servation laws; to assure the conservation of crude petroleum 
and natural gas and to preserve the same as national re- 
sources, and to regulate the transportation and sale in inter- 
state and foreign commerce of natural gas, crude petroleum, 
and the products thereof; to prevent waste in the produc- 
tion, marketing, and use of such natural gas and petroleum; 


to invest the Secretary of the Interior with power to carry 
out this act, and for other purposes; to the Committee on 
Ways and Means. 

By Mr. WOLCOTT: A bill (H.R. 5721) to extend the times 
for commencing and completing the construction of a bridge 
across the St. Clair River at or near Port Huron, Mich.; 
to the Committee on Interstate and Foreign Commerce. 

By Mr. DICKINSON: A bill (H.R. 5722) to increase the 
tax on distilled spirits for nonbeverage purposes; to the 
Committee on Ways and Means. 


MEMORIALS 

Under clause 3 of rule XXII, memorials were presented 
and referred as follows: 

By the SPEAKER: Memorial of the Legislature of the 
State of Maryland, memorializing Congress to commemorate 
the one hundred and fiftieth anniversary of the naturaliza- 
tion of Brig. Gen. Thaddeus Kosciusko; to the Committee 
on the Post Office and Post Roads. 


PRIVATE BILLS AND RESOLUTIONS 


Under clause 1 of rule XXII, private bills and resolutions 
were introduced and severally referred as follows: 

By Mr. BEAM: A bill (H.R. 5723) for the relief of James S. 
Kelly; to the Committee on Claims. 

Also, a bill (H.R. 5724) for the relief of John Toner; to the 
Committee on Military Affairs. 

Also, a bill (H.R. 5725) for the relief of Robert McGee; 
to the Committee on Military Affairs. 

Also, a bill (H.R. 5726) for the relief of James W. Blair; 
to the Committee on Claims. 

By Mr. BUCKBEE: A bill (H.R. 5727) for the relief of 
Robert B. Marshall; to the Committee on the Post Office and 
Post Roads. 

By Mr. DINGELL: A bill (H.R. 5728) for the relief of 
Michael P. Lucas; to the Committee on Military Affairs. 

By Mr. GREENWOOD: A bill (H.R. 5729) granting a pen- 
sion to Orval Hunter; to the Committee on Invalid Pensions. 

By Mr. IMHOFF: A bill (H.R. 5730) granting a pension to 
Viannie M. Walters; to the Committee on Invalid Pensions. 

By Mr. KLEBERG: A bill (H.R. 5731) for the relief of 
Lota Tidwell; to the Committee on Claims. 

By Mr. KLOEB: A bill (H.R. 5732) granting a pension to 
Sarah Anna Jones; to the Committee on Invalid Pensions. 

By Mr. LUDLOW: A bill (H.R. 5733) granting a pension to 
Albert Porteus; to the Committee on Pensions. 

By Mr. CHURCH: A bill (H.R. 5734) for the relief of W. T. 
Patterson; to the Committee on Claims. 

By Mrs. ROGERS of Massachusetts: A bill (H.R. 5735) 
for the relief of James P. Whalen; to the Committee on 
Claims. 

By Mr. SANDLIN: A bill (H.R. 5736) for the relief of 
Shelby J. Beene, Mrs. Shelby J. Beene, Leroy T. Waller, and 
Mrs. Leroy T. Waller; to the Committee on Claims. 

By Mr. SNYDER: A bill (H.R. 5737) granting a pension 
to Milton Warner; to the Committee on Invalid Pensions. 

Also, a bill (H.R. 5738) granting an increase of pension 
to Harriet Neiderhiser; to the Committee on Invalid Pen- 
sions. 


PETITIONS, ETC. 

Under clause 1 of rule XXII, petitions and papers were 
laid on the Clerk’s desk and referred as follows: 

1124. By Mr. COLDEN: Petition of 192 citizens of the 
city of Los Angeles, Calif., and vicinity, asking that regula- 
tions of the Economy Act pertaining to veterans be revised 
so as to restore to all veterans who were actually disabled 
in the military or naval service their former benefits, rights, 
privileges, ratings, schedules, compensation, presumptions, 
and pensions heretofore enjoyed by them and existent prior 
to the enactment of said Economy Act; to the Committee 
on Economy. 

1125. By Mr. JOHNSON of Texas: Telegram from 
Michael S. Hunt, of Waco, Tex., favoring immediate guar- 
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antee of small depositors in banks of Federal Reserve Sys- 
tem; to the Committee on Banking and Currency. 

1126. Also, telegram from J. K. Hughes, president Never- 
such Oil Co., and E. L. Smith, president E. L. Smith Oil Co., 
of Mexia, Tex., favoring Federal legislation to curb oil pro- 
duction; to the Committee on Interstate and Foreign Com- 
merce. 

1127. Also, petition of Henderson, Kidd & Henderson, of 
Cameron, Tex., opposing provision of Senate bill 1094 deny- 
ing loans to corporations paying salaries in excess of $17,500; 
to the Committee on Banking and Currency. 

1128. Also, resolution adopted by the Senate of the State 
of Texas, favoring expenditure of relief funds upon highways 
in the State of Texas; to the Committee on Roads. 

1129. By Mr. LINDSAY: Petition of Warehousemen’s As- 
sociation of the Port of New York, Inc., New York City, 
opposing the passage of Senate bill 158; to the Committee 
on Labor. 

1130. Also, petition of Independent Petroleum Association 
of America, Washington, D.C., favoring the adoption of the 
oil-control measure preserited by Congressman MakLaxn; to 
the Committee on Interstate and Foreign Commerce. 

1131. By Mr. LUDLOW: Petition of the Jewish Educa- 
tional Association of Indianapolis, Ind., requesting the 
United States to make official protest of the treatment given 
the Jewish citizens of Germany; to the Committee on For- 
eign Affairs. 

1132. Also, petition of the Beth-El-Zedeck Sisterhood of 
Indianapolis, Ind., asking the United States Government to 
make official protest of treatment given Jewish citizens of 
Germany; to the Committee on Foreign Affairs. 

1133. By Mr. McFADDEN: Petition of the Order of Rail- 
road Telegraphers, opposing the Emergency Railroad Trans- 
portation Act of 1933 unless amendments proposed by or- 
ganized railway labor are incorporated therein; to the Com- 
mittee on Interstate and Foreign Commerce. 

1134. Also, three resolutions of the Strawn-Turner Post, 
No. 1627, Veterans of Foreign Wars of the United States, 
Seat Pleasant, Md., (1) on silver—the money of the 
masses, (2) on banking, (3) support of and cooperation with 
farmers; to the Committee on Banking and Currency. 

1135. Also, petition of Edward T. Lee, a citizen of Chi- 
cago, Ill., for the abolition of railroad grade crossings; to 
the Committee on Interstate and Foreign Commerce. 

1136. By Mrs. ROGERS of Massachusetts: Petition of 
Boston City Council of Boston, Mass., favoring a study of 
the entire matter of veterans’ legislation in the hope that 
such study will bring about a favorable adjustment, to the 
end that no veteran suffering from a disability incurred in 
line of duty while in the active military and naval service of 
the United States shall be called upon to bear a greater sac- 
rifice than other classes of the American public, bearing in 
mind the hardships and tribulations that they endured dur- 
ing the period of war; to the Committee on World War 
Veterans’ Legislation. 

1137. Also, petition of the Boston City Council of Boston, 
Mass., opposing the transfer of tradesmen from the Phila- 
delphia Navy Yard to the Boston Navy Yard to work on the 
new destroyer which is now in process of construction; to 
the Committee on Naval Affairs. 

1138. By Mr. RUDD: Petition of Warehousemen’s Asso- 
ciation of the Port of New York, Inc., New York, opposing 
the passage of the Black bill, S. 158, and the enactment of 
any law under which a definite limit of hours of any working 
day shall be placed; to the Committee on Labor. 

1139. By Mr. WIGGLESWORTH: Petition of the mayor 
and City Council of Quincy, Mass., with reference to a study 
of the entire matter of veterans’ legislation, in the hope that 
such study will bring about a favorable adjustment, to the 
end that no veteran suffering from a disability incurred in 
line of duty while in the active military and naval service of 
the United States shall be called upon to bear a greater sac- | 
rifice than other classes of the American public; to the 
Committee on World War Veterans’ Legislation. 
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SENATE 
MoNDAY, May 22, 1933 
(Legislative day of Monday, May 15, 1933) 


The Senate sitting as a court for the trial of articles of 
impeachment against Harold Louderback, judge of the 
United States District Court for the Northern District of 
California, met at 12 o’clock meridian, on the expiration of 
the recess. 

The managers on the part of the House of Representa- 
tives appeared in the seats provided for them. 

The respondent, Harold Louderback, with his counsel, 
Walter H. Linforth, Esq., and James M. Hanley, Esq., ap- 
peared in the seats assigned to them. 

PROCLAMATION 

The VICE PRESIDENT. The Sergeant at Arms will pro- 
claim the Senate sitting as a Court of Impeachment in 
session. 

The Sergeant at Arms made the usual proclamation. 

THE JOURNAL 


The Chief Clerk proceeded to read the proceedings of the 
Senate sitting as a Court of Impeachment for the calendar 
day of Saturday, May 20, when, on motion of Mr. AsHurst, 
and by unanimous consent, the further reading was dis- 
pensed with, and the Journal was approved. 

ARREST OF WITNESS LEAKE 

The VICE PRESIDENT. The Chair lays before the Sen- 
ate a report from the Sergeant at Arms, which will be read. 

The Chief Clerk read as follows: 

SENATE OF THE UNITED STATES, 
OFFICE OF THE SERGEANT AT ARMS, 
Washington, D.C., May 20, 1933. 
Hon. JoHN N. GARNER, 
Vice President and President of the Senate, 
Washington, D.C. 

My Dear Mr. Vice Prestpent: In pursuance of the order of the 
Senate dated May 17, 1933, commanding me to forthwith arrest 
and take into custody and bring to the bar of the Senate W, S. 
Leake, of San Francisco, Calif., I did, acting through my deputy, 
W. A. Rorer, on May 17, 1933, arrest and take Mr, Leake into 
custody. 

The said W. S. Leake is now in my custody, and I await the 
further order of the Senate. 

The original warrant issued in the case is attached hereto. 

Respectfully yours, 


CHESLEY W. JURNEY, 
Sergeant at Arms. 


EXAMINATION OF W. 5. LEAKE 


Mr. LINFORTH. Mr. W. S. Leake is here, in obedience 
to the mandate of this honorable body sitting as a Court of 
Impeachment, and I should like at this time to call him, out 
of order, as a witness on behalf of the respondent; and we 
desire merely to supplement the testimony given by him in 
San Francisco that has already been read into the RECORD 
by the other side of this proceedings. 

The VICE PRESIDENT. The witness will be called. 

W. S. Leake, having been duly sworn, was examined and 
testified as follows: 

Mr. LINFORTH. Shall I proceed, Mr. President? 

The VICE PRESIDENT. Counsel will proceed. 

By Mr. LINFORTH: 

Q. Mr. Leake, where do you reside?—A. San Francisco, 
Calif. 

Q. How long have you resided in San Francisco?—A. Off 
and on, ever since I was 8 years of age, mostly in San 
Francisco. 

Q. And whereabout in San Francisco do you live and how 
long have you lived there?—A. At the Fairmont Hotel ever 
since it was rebuilt. 

Q. In about what year?—A. It was remodeled right after 
the fire in 1906. 

Q. And is that one of the leading family hotels in San 
Francisco?—A. It is. 

Q. Did you continue to live there with your wife until her 


| death?—A. Yes. 
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Q. Have you lived there ever since?—A. Yes. 

Q. And when did your wife die?—A. November 15, 1931. 

Q. Did you have anything whatever to do with Judge 
Louderback’s registering as a voter in Contra Costa 
County?—A. I did not. 

Q. Did you at any time enter into any arrangement or 
any conspiracy with Judge Louderback with reference to 
that registration?—A. I did not. 

Q. Did you know at or prior to the time of that registra- 
tion that he had any intention of registering in that 
county?—A. I did not. 

Q. Would you state, in your own way, and as briefly as 
you can, how it happened that the bills of Judge Louder- 
back in that hotel have been made out in your name?— 
A. Well, I had an extra room to rent and take a nap in away 
from my own room on account of the illness of my wife 

Mr. Manager PERKINS. The Managers on the part of 
the House object to that on account of its being merely a 
repetition of what is already in the record. 

The VICE PRESIDENT. The Senate sitting as a court 
admitted that record with the idea that when the witness 
came here he could explain the case entirely to the Senate. 
The counsel will proceed. 

By Mr. LINFORTH: 

Q. Will you please proceed with your answer, Mr. 
Leake?—A. May I have the question read? 

The Official Reporter read the question, as follows: 

Q. Would you state, in your own way, and as briefly as you 
can, how it happened that the bills of Judge Louderback in that 
hotel have been made out in your name? 

The WITNESS. He told me he wanted to have a room 
in the Fairmont Hotel. I was given to understand that 
upon some little misunderstanding in his own home he 
preferred not to create any publicity about it. I told him 
he could have the room that I had used to sleep in and he 
occupied the room and the room continued in my name. 

Q. Did you explain to the management of the hotel the 
fact that Judge Louderback was to occupy that room?—A. 
Yes, sir. : 

Q. And was that arrangement agreeable to them? 

Mr. Manager PERKINS. We object on account of the 
leading form of the question. 

Mr. LINFORTH. I am leading him only on account of 
the condition of the witness. I want to make the examina- 
tion as brief as possible. 

The VICE PRESIDENT. The Chair is in sympathy with 
the witness, but cannot counsel conduct the examination in 
the ordinary way? 

Mr. LINFORTH. Very well. I ask that the question be 
read. 

The Official Reporter read as follows: 


Q. And was that arrangement agreeable to them? 


By Mr. LINFORTH: 

Q. I will put it in this way: When you took the matter 
up with the hotel people and explained the situation to 
them, what did they say?—A. Perfectly satisfactory. ` 

Q. From that time on have you received from Judge 
Louderback monthly the full amount charged for that 
room? -A. Every single month. 

Q. And did you pay the amount that you received from 
Judge Louderback for that purpose to the hotel?—A. I did. 

Q. Were the payments made to you by Judge Louderback 
in cash or by check?—A. Mostly in checks. If at any time 
checks were not presented it was probably when he was 
away on vacation or away on court in some other locality 
and in those cases—how frequent I cannot recall—I paid the 
cash and upon his return invariably I was reimbursed. 

Q. The checks that you so received from Judge Louder- 
back—did you endorse those very checks and give them to 
the hotel?—A. I did. 

Q. Do you know Mr. and Mrs. Hathaway?—A. I do. 

Q. How long have you known them?—A. Mr. Hathaway 
and I were boys in Sacramento. Mrs, Hathaway I have 


known for a long time, but I have known Mr. Hathaway 
much longer. 

Q. Did they reside at the Fairmont Hotel during the 
entire period that you resided there?—A. Not the entire 
period that I resided there. I was there a long time before 
they came. 

Q. What were the relations, briefly, between Mrs. Hath- 
away and your wife?—A. They were very devoted. 

Q. And how long was your wife ill before she passed 
away?—A. More than 2 years. 

Q. Did you at any time, directly or indirectly, receive any 
money from John Douglas Short?—A. Not one cent. 

Q. Did you at any time make a loan from your friend, 
Mr. Hathaway?—A. Make a loan! I borrowed money; I 
did not make anything. 

Q. When was it that you borrowed money from Mr. Hath- 
away?—A. My recollection is in March—I think it was the 
25th of March—1931. It was the year that my wife passed 


away. 

Q. At that time how much did you borrow from Hath- 
away?—A. $1,000. 

Q. Did you give him a note for that sum?—A. I did. 

Q. Upon receiving that money what did you do with it?— 
A. I paid the bill, either to a doctor or a nurse, of $200, and 
put $800 in the hotel—gave it to the cashier to be credited 
to my account. 

Q. At the time of the making of that loan from your 
friend, Mr. Hathaway, were you in arrears in your hotel 
bill?—A. I was. 

Q. Do you remember how much or to what extent?— 
A. About $400. 

Q. What was the condition of the health of your wife at 
that time?—A. Very precarious. 

Q. Did you at any time thereafter receive any money from 
Mr. Hathaway?—A. Yes, sir. 

Q. Will you please state when, how much, and under what 
conditions?—A. I cannot give you the date, but I can give 
the circumstances and you can perhaps fix it. 

Mr. Hathaway was getting ready to go to his property in 
the country. He came to me and told me that he was going 
away for a month and he did not feel justified because he 
knew that I was in financial straits and he insisted and he 
insisted that I take $250. I told him I thought maybe I 
could get along until he returned, but to be safe about it I 
had better take it, and I did, and I am glad that I did. 

Q. Were those the only moneys that were ever received as 
a loan from Mr. Hathaway?—A. That is the only time 
those are the only times. 

Q. Do you know Mr. Hunter who was appointed receiver 
in the Russell-Colvin case?—A. I do. 

Q. Was he also a resident of this same hotel?—A. He was. 

Q. Did you have any talk with him in regard to his acting 
as receiver in that matter?—A. I did. 

Q. Will you state briefly in your own way what talk you 
had with him on that subject?—A. I am not able to remem- 
ber the date nor the month nor the day. One afternoon—I 
would judge about between 5 and 6 o’clock, because I had 
returned to the hotel from my office—Judge Louderback 
came in and told me of some controversy that he had had 
with some gentleman by the name of Strong in reference to a 
receivership. He asked me if I knew of anyone who was an 
expert accountant and was familiar with banking and stocks 
and bonds. I told him that I could not recall anybody at 
the present time and asked him how long a time would I 
have to think it over and investigate. He said, By tomor- 
row morning will do.” I said, “I want to have time enough, 
because I know that you need a good man and I do not want 
to suggest anyone that is not.” 

During the conversation Mr. Hunter, whom I knew very 
slightly, merely to pass the time of day, walked through the 
lobby. I said to Judge Louderback, There is a man you 
ought to have if you can get him.” He asked me what he 
was doing, and I told him that he had just been appointed 
to some important position with the firm of Cavalier & Co. 
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and that he had been in the bank—I forget the name of 
it—the bank that was headed by Mr. John Drum. 

He asked me if that was the same Hunter that had han- 
dled some estate or something in Alameda County. I told 
him I had heard something about it, but I was not sure 
about it. He said, “If that is the man, I know he is a good 
man.” He asked me if I would see Mr. Hunter and see 
whether he was available or not. I went over and saw Mr. 
Hunter and told him briefly the circumstances, and he said 
he was not sure that he was available because he had just 
been appointed, and he would have to see his boss. I asked 
him who his boss was, and he said Mr. Cavalier, and that Mr. 
Cavalier either lived or had gone to Oakland, and he would 
not be able to see him until the next morning, and he would 
let me know. 

Q. Did you hear from Mr. Hunter the next day?—A. I 
think by telephone. That is my recollection. 

Q. What did he say to you?—A. That he would accept 
it; that he had got permission from his firm and would 
accept it. 

Q. Did you communicate that fact then to Judge Louder- 
back?—A. I did. 

Q. What, if anything, did Judge Louderback say?—A. He 
asked me to have Mr. Hunter report at the Post Office Build- 
ing where his court was. 

Q. Did you say anything at that time as to whether or 
not he had removed Mr. Strong?—A. Yes, sir. 

Q. What did he say in that respect?—A. I do not recall 
any particular conversation except that he had removed 
Mr. Strong and ordered Mr. Hunter to report there. 

Q. When he made the suggestion to have Mr. Hunter re- 
port, was anything said about bonds or sureties?—A. Oh, 
yes; to be prepared to give bond in whatever the proceed- 
ing was. ` 

Q. Was that talk with Judge Louderback over the tele- 
phone?—A. It was. 

Q. After having that talk with Judge Louderback over the 
telephone did you communicate with Mr. Hunter?—A. I 
did. 

Q. What did you tell him?—A. I told him just what Judge 
Louderback told me; for him to report there and to be pre- 
pared to give a bond. 

Q. Was that talk over the telephone?—A. It was. 

Q. On the evening of the day that Mr. Hunter was ap- 
pointed receiver, which for your information was March 13, 
did you see Mr. Hunter in your room?—A. He came to my 
room in the evening. 

Q. What talk did you have that evening with Mr. Hunter 
in your room on the question of his appointment as re- 
ceiver, if any?—A. There was very little talk about it. He 
told me that he had accepted it and given a bond, and he 
was going to appoint an attorney by the name of Short and 
Erskine & Erskine. I told him I did not know who Erskine 
& Erskine was. He said he knew them well, and he must 
have known them because he spoke of them, calling them 
by their first names to me. 

Q. Did he in your presence and from your room telephone 
to Mr. Short at his residence at Woodside?—A. I do not 
know where it was, but he asked if he could telephone—oh, 
I think he did, because he asked for the telephone book. 
He asked me if he could use my phone and I told him he 
certainly could, and he did use it. 

Q. Did you hear his telephone talk with Mr. Short?—A. 
Yes, sir. 

Q. In a few words, briefly, what was it?—A. He asked 
him if he would accept the attorneyship for the receiver, 
and I think he told him what the receivership was. I did 
not pay any particular attention because it was no affair of 
mine. What Mr. Short said I could not tell except that 
Mr. Hunter gave me to understand that he would accept it. 

Q. Mr. Leake, was that the full extent of everything and 
anything that you did in regard to the appointment of Mr. 
Hunter as receiver?—A. Absolutely the last thing I had to 
do with it. 

Q. Did you receive 1 cent of any compensation that Mr. 
Hunter received as receiver in that matter?—A. Not 1 cent. 
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Q. Did you receive as much as 1 cent of any fees paid to 
Messrs. Short and Keyes & Erskine in that matter?—A. Not 
1 cent. As just stated, I do not know the two Mr. Erskines. 
I do not think I would know them if I would see them. 

Q. Do you know G. H. Gilbert?—A. I do. 

Q. Do you know his wife?—A. I do. 

Q. What has been the length of your acquaintanceship 
with them?—A. With Mr. Gilbert, in our line of business, we 
knew each other before we met, in the telegraph business. 
I have known him personally for a number of years; I do 
not know just how long. 

Q. How long have you known his wife—about, not to be 
exact?—-A. About the same time that I have known him. 

Q. Have they both been patients of yours?—A. They have 
and are yet. 

Q. How long, without being exact, how many years back 
has each been a patient of yours?—A. Mrs. Gilbert a number 
of years; Mr. Gilbert not so long. 

Q. Do you know either member of the firm of Dinkelspiel 
& Dinkelspiel? I do not mean the father, who has passed 
away, but the two sons—A. I have never seen either one of 
them to know it. 

Q. Do you know Marshall Woodworth?—A. I do. 

Q. How long have you known him?—A. I knew of him 
when he was a messenger boy in Judge Hoffman’s court. I 
have known him very well for a number of years, particu- 
larly since the time he was United States district attorney. 

Q. That is, for the Northern District of California?—A. 
Yes, sir. 

Q. The same position to which Mr. McPike has just been 
appointed?—A. Yes, sir. 

Q. Do you know Samuel M. Shortridge, Jr.?—A. Yes, sir. 

Q. How long have you known that gentleman?—A. I saw 
him, I think, 1 or 2 days after he was born. He was born 
in the Palace Hotel, where I lived. 

Q. Has he at times been a patient of yours?—A. Yes, sir. 

Q. Having in mind all the gentlemen that I have men- 
tioned, did you ever receive as much as a single cent from 
any one of them out of any fees received by any of them, 
either as receivers or attorneys for receivers?—A. Not 1 
cent, sir. 

Q. During the 5 years that Judge Louderback has been 
Federal judge, have you ever made any suggestion to him in 
regard to the appointment of any receiver except in the case 
of Mr. Hunter?—A. Not one. 

Q. It is in evidence here that in some 6 or 7 matters, 
while Judge Louderback was a judge of the superior court, 


he appointed you receiver in certain cases. Do you recall 


that?—A. Yes, sir; I recall it. They were very small cases. 

Q. Do you recall generally, without going into details, the 
character of the cases in which you were appointed?—A. 
Well, they were small things pertaining to apartment houses. 

Q. What was the outside figure, the aggregate figure, that 
you received as receiver in all of those cases?—A. There 
were some cases in which I did not receive anything; but, all 
told, it would not exceed a thousand dollars. I do not think 
it would come very close to it. 

Q. Were you appointed by Judge Louderback as one of 
the appraisers in the Brickell estate, so called?—A. It was 
some estate of that name. I am not positive about the 
name. 

Q. Do you recall what the inventory value of that estate 
was, in round numbers?—A. I could not at this time, be- 
cause it has been sometime ago, and it was a matter that 
I did not register it enough, did not think enough about 
it, to. 

Q. With whom, if anyone, did you confer in regard to 
that appraisement?—A. A Mr. Hogan—Mogan; Mogan. 

Q. Was he the State appraisement officer?—A. As I un- 
derstood. 

Q. When you signed that inventory did you have any talk 
with him about it?—A. Les, sir. 

Q. Go on in your own way, but as briefly as possible, and 
state what he said to you on that subject.—A. My recollec- 
tion is that I had 2 or 3 conferences with him, and we 
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went over his valuations and figures. I questioned him 
about the accuracy of them—not the accuracy of them but 
the judgment of things—and got what information I thought 
was necessary to justify me in signing the papers. 

Q. What, if anything, did he say to you on the subject 
as to whether or not he had examined into and appraised 
each item of that estate?—A. He did. He was very par- 
ticular about that and was perfectly willing to go over them, 
or take me to them, and let me examine them for myself. 

Q. Did you make any suggestion to him as to the amount 
that you should receive as one of the appraisers in that 
estate?—A. I did not. 

Q. Who was it that fixed the amount that should be 
allowed to the appraisers, if you know? A. I understood 

Mr. LONG. Mr. President, I just want to find out what 
case they are talking about. 

Mr. LINFORTH. The estate of Brickell. 

Mr. LONG. In the United States court? 

Mr. LINFORTH. No; a State matter. 

Mr. LONG. Mr. President, what has a State matter to 
do with this case? I want to make an objection, if it is 
in order to make one. I object to going into the State 
practice in this case. 

Mr. LINFORTH. Mr. President, in view of the sugges- 
tion from the Senator, we will not go further into that 
subject. 

Mr. Manager SUMNERS. Mr. President, we want to sug- 
gest, if we may, that the attorney for respondent should 
not be deterred from going into the case by reason of the 
suggestion, because we propose to go into it. 

The VICE PRESIDENT. The Chair thinks that it is 
better practice. However, the counsel can pursue his own 
method. 

Mr. LONG. Mr. President, my attention has been called 
to the fact—— 

The VICE PRESIDENT. The Chair will overrule the ob- 
jection of the Senator from Louisiana if the counsel desires 
to go on with the case. 

Mr. LINFORTH. Then, Mr. Leake, I will ask you but a 
couple of questions on that subject. 

By Mr. LINFORTH: 

Q. Did you fix or suggest the amount that you should 
receive as appraiser in that matter?—A. I did not. 

Q. How much did you receive?—A. My recollection is that 
I received $500. 

Q. I hand you a photostatic certified copy of the inven- 
tory and appraisement in the matter of the estate of Howard 
Brickell, and I call your attention to the signature “W. S. 
Leake ”, and ask you if that is your signature?—A. Yes, sir. 

Q. I call your attention to the page of the inventory where 
the item reads: 

To services in appraising foregoing, — days at $5 per day each, 
services and costs, $1,750. 

Did you fix or determine that amount?—A. I did not. 

Q. Did you have anything to do with fixing or determin- 
ing that amount?—A. None whatever. 

Q. I call your attention to the page of the inventory 
where the total estate is appraised at $1,020,804.38, and ask 
you if that refreshes your memory as to the value of that 
estate?—A. It does. 

Mr. LINFORTH. At this time we offer in evidence, as 
part of the testimony of the witness, the inventory just 
referred to. 

Mr. Manager PERKINS. Mr. President, it is all printed 
in the record here now, at page 296, under exhibit no. 7. 

Mr. LINFORTH. That may be understood. I do not care 
to ask that it be printed in the Record. I offer it, and it can 
be referred to at the place in the record to which the hon- 
orable manager has referred. 

The VICE PRESIDENT. The Chair understands that 
counsel offers it to be submitted without being printed. 

Mr. LINFORTH. Yes, Mr. President. 

The VICE PRESIDENT. Very well. 

(The inventory was marked U.S.S. Exhibit G.“ 


CONGRESSIONAL RECORD—SENATE 


3847 


By Mr LINFORTH: 

Q. One further question, Mr. Leake: Did you at any time 
telephone to Mr. Short at his residence at Woodside?— 
A. I did. 

Q. Can you fix the time that you telephoned to him?— 

A. It was, I think, about 1 year before Mrs. Leake's death. 

Q. And what was the object of that telephone mes- 
sage?—A. My wife was calling for Mrs. Hathaway, and I 
was trying to locate her. 

Q. At that time was she desperately ill?—A. She was. 

Mr. LINFORTH. You may take the witness. 

Cross-examination by Mr. Manager PERKINS: 

Q. Mr. Leake, how long since you have been engaged in 
any business?—A. I sold out the business that I was con- 
ducting some time after the close of the war. 

Q. So that since the close of the war you have not been 
engaged in any business whatever?—A. Not a business; no, 
sir. 
Q. When did you first occupy room 26, Fairmont Hotel?— 
A. I do not recall. I occupied the adjoining room for a 
while. 

Q. Please confine your answers to the questions.—A. I 
will try, sir. 

Q. Was it before the month of September 1929—A, I 
could not say. 

Q. How many years have you known Mr. Gilbert?—A. 
Well, as I have stated, I felt that I knew him before we 
met; but I have known him a number of years. We became 
quite friendly. 

Q. How many years has he been in the habit of con- 
tributing to you money?—A. Only since he became a patient 
of mine. 

Q. Did he contribute money to you in 1928?—A. I do not 
recall the date he commenced coming to me. 

Q. Can you fix for us the date when he became a patient 
of yours?—A. I cannot. 

Q. Was it more than 4 years ago?—A. I guess his wife 
was a patient at that time, but I do not recall just when he— 
(the witness did not finish). 

Q. Was Mr. Gilbert a patient of yours in 1929?—A. I think 
so. 
Q. And after 1929 did he contribute money to you?—A. I 
do not remember the dates. The only money he contributed 
to me was $150. His wife paid me as she went along. 

Q. How often did Mrs. Gilbert contribute money to you?— 
A. Well, just as she felt like it. I do not know how long. 

Q. Many times?—A. Well, frequently, yes, small amounts 
always. 

Q. Beginning as early as the year 1929?—A. I would say 
yes, to the best of my memory. 

Q. Since the year 1929 Mrs. Gilbert has frequently con- 
tributed money to you?—A. I would not say very frequently. 

Q. I did not say very frequently, but you said frequently. — 
A. Well—— 

Q. Is that correct?—A. She contributed whenever she felt 
the disposition. I had no charge against her. 

Q. Did you not call up John Douglas Short from your 
room on the evening of March 11, 1930?—A. I have no rec- 
ollection of calling Mr. Short from my room at any time, 
except—— 

Q. Was anyone—— 

Mr. LINFORTH. One minute. Let the witness answer. 

The WITNESS (continuing). Except the time when I 
called inquiring for Mrs. Hathaway, and I do not know the 
date of that. 

By Mr. Manager PERKINS: 

Q. You remember when Mr. Hunter called Mr. Short from 
your apartment, do you not?—A. I do not remember the 
date. 

Q. If I should say that it was March 13, the date of his 
appointment, would that refresh your memory?—A. Well, 
if that was the time, he came to me the evening he was 
appointed, and he telephoned from the room at that time. 
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Q. He was appointed on March 13, and he came to your 
room on that date, and from your room telephoned to Mr. 
Short. Is that correct?—A. Yes, sir. 

Q. And that was an out-of-town call, was it not?—A. Yes. 

Q. Did you not call from your room 2 days before, and call 
Mr. Short on the long-distance telephone?—A. I have no 
recollection of it, sir. 

Q. Was anyone else in your room on the 11th of March, 
2 days previous to Mr. Hunter being appointed?—A. It 
would be impossible for me to tell. I have a great deal of 
company. 

Q. Do you know who called Mr. Short from your room on 
the day or evening of March 11, 2 days before Mr. Hunter 
called?—-A. No. 

Q. How long have you been intimately acquainted with 
Mr. Hathaway?—A. We were boys together in Sacramento. 

Q. How frequently has Mr. Hathaway contributed to you 
since 1929?—A. I do not know just how often. Are you re- 
ferring to money that I borrowed? 

Q. I am referring particularly to the $250 which he says 
he gave to you—A. Les, sir. 

Q. Do you remember that gift?—A. Yes, sir. 

Q. Did Mr. Hathaway contribute other moneys to you?— 
A. I do not recall of any. If he did, it was very small 
amounts. 

Q. Have you had a bank account in the last 5 years? 
A. No, sir. 

Q. You have done your banking in cash in the Fairmont 
Hotel, have you not?—A. Yes, sir. 

Q. When Mr. Hathaway loaned you $1,000, did he lend it 
to you by check or in cash?—A. My recollection is he gave 
it to me in cash. 

Q. In fact, all of your deposits in the Hotel Fairmont 
have been made by you by cash, have they not?—A. No, sir. 

Do you know of any checks you have deposited in the 
Fairmont Hotel in the last 4 years?—A. Yes, sir. 

Q. What checks?—A. Any specific check? I can give you 
the names of people who have contributed to me by check, 
but the dates I could not tell you. 

Q. Have you any recollection of any checks which you 
deposited with the Fairmont Hotel in the last 4 years?—A. 
I could not name any specific check, but I know that I have. 

Q. Mr. Hathaway gave you $1,000 in cash, or loaned it 
to you, did he not?—A. Yes, sir. 

Q. Have you ever repaid it?—A. I paid 1 year’s interest; 
I have not been able to pay the principal yet. 

Q. The $250 about which you have spoken was a con- 
tribution to you without intention of repayment, was it 
not?—A. Yes, sir. 

Q. How frequently has Mr. Samuel Shortridge, Jr., visited 
your office in the last 4 years? A. Quite often when he was 
a patient of mine. 

Q. And he has contributed money to you, has he not?— 
A. He contributed personally $1,000. 

Q. And his wife contributed money to you also?—A. He 
has no wife that I know of. 

Q. You know Mr. Woodworth, do you not?—A. I do. 

Q. He was a frequent visitor to your office, was he not?— 
A. I would not say frequent. He came whenever he felt 
like it. 

Q. You maintained an office there in San Francisco, did 
you not?—A. I did. 

Q. And Mr. Woodworth contributed money to you at your 
office in San Francisco, did he not?—A. Mr. Woodworth 
never contributed any money to me. 

Q. Was he not a patient of yours?—A. No, sir. 

Q. How frequently did Samuel Shortridge, Jr., contribute 
money to you in the last 4 years?—A. Only one time, and 
that was on account of what I had done for his mother. 

Mr. Manager PERKINS. I object. I have not asked any 
question. The witness is volunteering. 

Mr. LINFORTH. Just a moment. I submit the answer 
of the witness was proper, and it was in explanation. 

The VICE PRESIDENT. The answer of the witness may 
go in the record. 
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By Mr. Manager PERKINS: 

Q. How long have you been an intimate friend of Judge 
Louderback? 

Mr. LONG. Mr. President, I did not hear the explanation 
the witness gave. 

The VICE PRESIDENT. Does the Senator desire to have 
the witness repeat his answer? 

Mr. LONG. I should like to know what it was. 

The VICE PRESIDENT. The Official Reporter will repeat 
the answer. 

The Official Reporter read as follows: 

Q. How frequently did Samuel Shortridge, Jr., contribute money 
to you in the last 4 years?—A. Only one time, and that was on 
account of what I had done for his mother. 

Mr. Manager PERKINS. I will ask the reporter to read 
the last question. : 

The Official Reporter read as follows: 


8 ee long have you been an intimate friend of Judge Louder- 
ac 


The WITNESS. My real acquaintanceship with Judge 
Louderback—while I knew him slightly—my real acquaint- 
ance dates from after the war, when he returned from 
the war. 

By Mr. Manager PERKINS: 

Q. Will you not please tell us how long you have been an 
intimate friend of Judge Louderback?—A. An intimate 
friend? I can only by relating instances; but as to giving 
dates, I cannot do that. 

Q. Have you been an intimate friend of his for the last 
6 years?—A. Yes, sir. I do not know what you mean by 
“intimate.” We have been very friendly. 

Q. Intimate“ means very close relationship.—A. Yes, sir. 

Q. Is that right?—A. I have been intimate enough with 
him to trust him, and he seemed 

Mr. Manager PERKINS. I object, because I have not 
asked for the witness’ explanation of the word “intimate”, 
and I ask that that be stricken from the record. 

By Mr. Manager PERKINS: 

Q. Do you recall, Mr. Leake, your employing a detective 
named Mr. Ramigie to shadow Mrs. Louderback, wife of the 
respondent? 

Mr. LINFORTH. We object to that as being utterly im- 
material to any issue here and not cross-examination. 

The VICE PRESIDENT. The Chair is of the opinion that 
this jury will consider the evidence, and that what the opin- 
ion of the witness may be will not have very much influence 
on this jury. The witness may go ahead and answer the 
question. 

The Official Reporter read the last question, as follows: 

Q. Do you recall, Mr. Leake, your employing a detective named 
Mr. Ramigie to shadow Mrs. Louderback, wife of the respondent? 

The WITNESS. No, sir. 

By Mr. Manager PERKINS: 

Q. Did you not ever pay Mr. Ramigie money for work of 
that character?—A. Not for the watching of Mrs. Louder- 
back. 

Mr. LINFORTH. Mr. President, may I have the answer 
read? I did not hear it. 

The VICE PRESIDENT. The reporter will read the an- 
swer. 

The Official Reporter read the last answer. 

By Mr. Manager PERKINS: 

Q. Did you, at the request of the respondent, employ a 
detective named Ramigie?—A. I did not. 

Q. Did you do it on your own volition?—A. Whatever 
transaction I had with him was personal. 

Q. Did you employ him in connection with any affair of 
the respondent?—A. I was trying to ascertain who was fol- 
lowing him, or if there was anybody. 

Mr. Manager PERKINS. Mr. President, I did not under- 
stand the answer. May I have it repeated? 

The VICE PRESIDENT. Will the witness repeat the an- 
swer, please? 

The WITNESS. Give me the question again. 
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The Official Reporter read as follows: 

Q. Did you employ him in connection with any affair of the 
respondent? 

The WITNESS. Any affair of his? I did it on my own 
responsibility. 

By Mr. Manager PERKINS: 

Q. What you say is that you employed this detective to 
find out who was shadowing Judge Louderback?—A. I had 
heard that such a thing was being done, and I wanted to 
know who was doing it, if anybody. 

Mr. Manager PERKINS. Mr. President, that is all of the 
cross-examination. 

Mr, LINFORTH. Just a question or two. 

Redirect examination by Mr. LINFORTH: 

Q. How long had the mother of Samuel M. Shortridge, Jr., 
been a patient of yours before her son made the statement 
to you to which you have referred?—A. A great many years. 

Q. In carrying on the work you do, do you make any 
charges at all?—A. None whatever. 

Q. Is your remuneration whatever the patient sees fit to 
donate to you?—A. Just whatever they give, and no more. 

Mr. LINFORTH. Mr. President, there is one matter 
which I overlooked in the direct examination. 

By Mr. LINFORTH: 

Q. Since the death of your wife, have you received moneys 
on life-insurance policies?—A. Yes; since and before. 

Q. Did the moneys you received on life-insurance policies 
go from time to time into this Fairmont Hotel account? 

Mr. Manager PERKINS. I object to the form of the 
question. It indicates the answer required. 

The VICE PRESIDENT. It is not necessary to lead the 
witness. 

Mr. LINFORTH. I am leading on purpose, on account of 
the condition of the witness, and in order to make the mat- 
ter as brief as possible. If the objection is made, I will re- 
form the question. 

By Mr. LINFORTH: 

Q. In the making of deposits to your account in the Fair- 
mont Hotel in the last 3 years, from what sources have you 
obtained the moneys you have deposited there?—-A. Money 
contributed by friends, sale of my books, money that I bor- 
rowed, and money borrowed on my life insurance; and 
finally, on the passing of Mrs. Leake, I collected the full 
amount, whatever was due. 

Mr. LINFORTH. No further questions, Mr. President. 

Mr. CONNALLY. Mr. President, I desire to ask a ques- 
tion. 

The VICE PRESIDENT. The Senator from Texas pro- 
pounds a question, which the Clerk will read. 

The Chief Clerk read as follows: 

Q. Did you testify that you had employed a detective to ascer- 
tain who, if anyone, was following Judge Louderback? 

The WITNESS. I did. 

Q. If you have so testified, what was the name of the detective? 


The WITNESS. “Louie” is about the only name I ever 
knew of him; “ Louie ” something—Ramager. 

Recross-examination by Mr. Manager PERKINS: 

Q. From what company did you borrow money on your 
life-insurance policy?—A. I think it is called the “New 
York Equitable ”. J 

Q. When did you borrow that? —A. I borrowed $1,500 
some time ago. 

Q. How long ago?—A. Quite a few years ago. 

Q. Mr. Leake, do you designate yourself a metaphysical 
student?—A. A metaphysical student and practitioner. 

Q. You are not connected with any organization, are 
you?—A. No, sir. 

Mr. Manager PERKINS. I think that is all. 

Mr. CONNALLY. Mr. President, I desire to ask another 
question. 

Mr. LINFORTH. Mr. President, may I ask one further 
question? 


By Mr. LINFORTH: 

Q. After the death of your wife did you borrow any fur- 
ther amount on that life-insurance policy?—A. I borrowed 
all that was due. 

Q. How much was that, in round numbers?—A. About 
$3,800. 

The VICE PRESIDENT. The Senator from Texas pro- 
pounds a question, which the clerk will read. 

The Chief Clerk read as follows: 


Q. At whose instance did you employ such detective? 


The WITNESS. My own volition. 
Q. How much was he paid, and who paid him? 


The WITNESS. I do not know just what amount. What- 
ever amount it was, I paid it. 

By Mr. LINFORTH: 

Q. Mr. Leake, when you borrowed money from the Equi- 
table Life Assurance Society it was one transaction and one 
borrowing, was it not?—A. Let me see what you mean. I 
borrowed first on my life insurance when my wife was alive. 
When she passed away I then drew the balance that was 
due on that, which was $3,800. 

Q. Since the death of your wife you have only borrowed 
once, and that was after you borrowed the total cash-sur- 
render value of the policy? Is that right?—A. On the 
insurance? 

Q. Yes—A. That is all I could borrow. 

Q. Have you any other sources of income than those you 
have mentioned?—A. No. 

Mr. LINFORTH. That is all. 

Mr. KING. I desire to submit a question. 

The VICE PRESIDENT. The Senator from Utah submits 
a question, which will be read. 

The Chief Clerk read as follows: 

Q. Were these persons who made contributions, referred to by 
the managers, your patients? 

The WITNESS. Yes. 

Mr. ROBINSON of Arkansas. Mr. President, I submit a 
question. 

The VICE PRESIDENT. The Senator from Arkansas sub- 
mits a question, which the clerk will propound. 

The Chief Clerk read as follows: 

Q. Did you have any special reason for keeping your funds at the 
hotel and not in a bank? 

The WITNESS. - No; it was handier for me; what I got 
came in such small amounts. I had a safe in my office, and 
vo I accumulated a sufficient amount, I deposited it in the 

otel. 

The VICE PRESIDENT. Are there any further questions 
of the witness? 

Mr. POPE. I desire to ask a question. 

The VICE PRESIDENT. The Senator from Idaho pro- 
pounds a question, which will be read by the clerk. 

The Chief Clerk read as follows: 


Q. Why did you employ the detective? 


The WITNESS. I had my doubts about anybody follow- 
ing; but, if anyone was, I wanted to know what the object 
was. I did it as a friendly act. 

The VICE PRESIDENT. Are there any further questions? 

Mr. ASHURST. I wish to ask the honorable managers on 
the part of the House and the honorable attorneys for the 
respondent if they have any further questions to ask Mr. 
50 We wish to know now, because of his desire to go 

ome. 

Mr. Manager PERKINS. The managers on the part of the 
House have no further questions unless they are induced by 
questions of counsel for the respondent. 

The VICE PRESIDENT. Are there any further questions? 

Mr. ASHURST. I will ask that they be propounded now 
if there are any further questions to be asked. 

Mr. LINFORTH. The respondent is through with the 
examination of the witness. i 

The VICE PRESIDENT. Then the witness may depart for 
his home so far as the court and Chair are concerned. 
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Mr. Manager PERKINS. May I ask for one moment’s 
delay? 

Mr. ASHURST. I do not know whether or not an order 
is necessary, but, if necessary, I ask for an order releasing 
the witness, so that he may return to his home when he 
pleases. 

The VICE PRESIDENT. The Chair thinks that if the 
announcement is made in the presence of the court, that 
the witness may depart for home; there is no necessity for 
any further proceeding. 

Mr. ASHURST. I join in that opinion. 

Mr. LINFORTH. May I add, so that there will be no 
misunderstanding, that I was advised that the witness was 
in a train wreck on the way over and that he desires to rest 
in bed a day or two in Washington before leaving. I ap- 
prehend there is no objection to him doing so. 

Mr. ASHURST. None whatever. 

Mr. Manager PERKINS. On the part of the managers, 
there is no objection; but we want it distinctly understood 
that he is not going to be again recalled. 

The VICE PRESIDENT. That is understood, the Chair 
thinks. Is that correct? 

Mr. LINFORTH. We are through with the examination 
of this witness. 

The VICE PRESIDENT. The witness may remain in the 
city or elsewhere so long as he pleases. The witness will 
retire. 

(The witness thereupon retired.) 


PRESIDING OFFICER FOR THE DAY 


The VICE PRESIDENT. The Chair appoints the Sena- 
tor from Indiana [Mr. Rosrnson] to preside for the day. 

(Thereupon Mr. Rosrnson of Indiana took the chair as 
Presiding Officer for the day.) 


REDIRECT EXAMINATION OF G. H. GILBERT 


Mr. LINFORTH. Mr. President, when we took our re- 
cess last Saturday the witness Gilbert was under cross- 
examination. I ask now if his cross-examination was con- 
cluded. If so, we have a few questions on redirect. 

Mr. Manager PERKINS. Mr. President, at the time Mr. 
Gilbert left the stand it was indicated that his cross- 
examination had not been concluded. Mr. Manager SUMNERS 
was conducting the cross-examination. At the present 
moment he is in the Supreme Court chamber. 

The PRESIDING OFFICER. Is the Chair to understand 
that counsel for the respondent desire now to examine this 
witness further? 

Mr. LINFORTH. The witness is right here, and we have 
a very few questions to ask, and should like to examine him 
if that is agreeable. 

The PRESIDING OFFICER. Is there objection to that? 

Mr. Manager PERKINS. We think the cross-examina- 
tion should be concluded before there is redirect examina- 
tion. 

The PRESIDING OFFICER. Why should we not save 
time, may the Chair suggest to the managers on the part of 
the House, by letting counsel for the respondent go ahead 
and examine the witness? 

Mr. Manager PERKINS. We will consent to that. 

Mr. Manager BROWNING. With the understanding that 
we will have the right to recall him when Mr. Manager 
Sumyers returns for additional recross-examination. 

The PRESIDING OFFICER. The Chair thinks there is 
no objection to that. Let the witness be summoned. 

G. H. Gilbert, having been previously sworn, was ex- 
amined further and testified as follows: 

By Mr. LINFORTH: 

Q. Mr. Gilbert, just a question or two: Did you fix the 
amount of your fee as appraiser in the Brickell estate?— 
A. No, sir; I did not. 

Q. Who did?—A. That was fixed by Mr. Mogan, the State 
inheritance-tax appraiser. 

Q. Did you make any suggestion to him whatever as to the 
amount which you should receive as appraiser?—A. No, sir; 
I did not. 
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Q. When you signed the inventory, did you know what 
the fee was going to be?—A. No, sir; I did not. 

Mr, LINFORTH. That is all of the witness. 

ADDITIONAL CROSS-EXAMINATION 

The PRESIDING OFFICER. Do the managers on the 
part of the House desire to cross-examine the witness? 

Mr. Manager PERKINS. I will cross-examine on the 
particular questions and will then reserve the witness for 


Q. You knew that you were putting in a bill for $5 a day. 
did you not? A. No, sir; I did not know that at the time. 

Q. Did you not make affidavit in connection with your 
bill?—A. I signed the appraiser’s oath. 

Q. Please answer the question responsively. 

Mr. LINFORTH. Just a moment. I submit the witness 
has answered the question. 

The PRESIDING OFFICER. Let the question be repeated. 

The Official Reporter read as follows: 

Q. Did you not make affidavit in connection with your bill?7—a. 

I signed the appraiser’s oath. 

Mr. Manager PERKINS. I said in connection with the 
bill, not in connection with the oath of appraiser. 

Mr. LINFORTH. One moment. We object to the ques- 
tion upon the ground that it is without foundation, and it 
does not appear that the witness ever presented any bill. 

The PRESIDING OFFICER. The Chair thinks the ques- 
tion is competent, although, strictly speaking, perhaps it is 
not. 

Mr. Manager PERKINS. The bill appears in evidence as 
exhibit 7. 

The PRESIDING OFFICER (to the witness). 
question if you can. 

The WITNESS. Not before a notary. 

Q. Before whom did you swear to it?—A. I signed it in 
the presence of Mr. Mogan, the State inheritance-tax 
appraiser. 

Q. You knew that bill was for $5 a day, did you not?— 
A. I do not know that I really knew that. I may have. 

Q. Did you read the bill before you signed it?—A. I 
probably did. 

Q. Does it not say?— 

Estate of Howard Brickell, deceased, to R. F. Mogan (inherit- 
ance-tax appraiser), W. S. Leake, and G. H. Gilbert. 

To services in appraising foregoing, days at $5 per day 
each, services and costs, $1,750. 

And you signed that, did you not?—A. I signed that, but 
there was no amount fixed at the time. 

Q. You mean to say that $5 was put in after ward? 
A. No; I may have read the stipulation of $5. 

Q. You knew that you were entitled to $5 per day for 
services as appraiser, did you not?—A. I may have; yes, sir. 

Q. Did you not sign the paper?—A. I probably did. 

Q. Well, say so if it is true. You did, did you not? 

Mr. LINFORTH. Just a moment. We want to object to 
the form of the question as improper. 

The PRESIDING OFFICER. Objection is sustained. 

By Mr. Manager PERKINS: 

Q. You knew that you received money for 100 days’ serv- 
ices, did you not?—A. I did not know what I was to be 
paid. 

Q. I object to the answer; it is not responsive. I said 
you knew when you received the money that you received 
it for 100 days’ services, did you not?—A. I probably did. 

Q. And you knew that you rendered no services, did you 
not?—A. Yes, sir. 

Mr. Manager PERKINS. That is all. 

Mr. LINFORTH. We have no further questions. 

The PRESIDING OFFICER. The witness will stand aside. 
Is the Chair to understand that it is the desire to have the 
witness cross-examined further later? 

Mr. Manager PERKINS. Yes; there was a reservation 
that this witness would return. 

The PRESIDING OFFICER. The witness will stand aside. 
Who is the next witness? 


Answer the 
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EXAMINATION OF JOHN DOUGLAS SHORT 

Mr. LINFORTH. Please call John Douglas Short. 

John Douglas Short, having been duly sworn, was exam- 
ined and testified as follows: 

By Mr. LINFORTH: 

Q. Would you please state your name, age, occupation, and 
residence?—-A. My name is John Douglas Short, I am an 
attorney at law, and my residence is Woodside, San 
Francisco. 

Q. How long have you been an attorney at law?—A. I 
was admitted to practice in 1916. 

Q. When did you become associated with Keyes & 
Erskine?—A. In the year 1928. 

Q. Prior to that had you been following the practice of 
your profession from the time of your admission?—A. Yes. 
I first was associated with Mr. C. Irving Wright. We formed 
a partnership soon after I was admitted to practice. We 
then formed an association, a group of us, with Andros & 
Hinkler. My partner, Mr. Wright, shortly afterward had 
to retire from business due to his health and I remained on 
in that association for several years. Mr. Walter Hepman 
was also a member of that association, and he and I later 
formed a joint office arrangement and practiced until I 
joined Keyes & Erskine in 1928. 

Q. Did you state your age?—A. I am 38 years old. 

Q. Are you a man of family?—A. I am married and have 
four children. 

Q. Do you know the witness, W. S. Leake?—A. I do. 

Q. How long have you known him?—A. I met him some 
time in 1927 or 1928. 

Q. Would you state as briefly as possible the extent of 
your relations and associations with him?—A. I do not re- 
member the occasion of meeting him, but it was sometime in 
the lobby of the Fairmont Hotel when myself or my family 
with me had gone to visit my wife’s family who lived there. 

Q. Are you a son-in-law of Mr. Hathaway who has been 
referred to here?—A. I am. 

Q. Was it during a visit to your wife’s family that you 
became acquainted with Mr. Leake?—A. Yes; my acquaint- 
ance with Mr. Leake has been wholly casual. I have only 
met him in the hotel on a few occasions, probably not over 
six to a dozen times since I first met him. 

Q. Are you acquainted with Mr. Hunter who was appointed 
receiver in the Russell-Colvin case?—A. Les. 

Q. Would you state the extent of your acquaintanceship 
with him?—A. I first met Mr. Hunter in 1920 at the resi- 
dence of my former partner, Mr. Wright, down at Pebble 
Beach. I have known him ever since. We have always 
been good friends. I met him professionally when he was 
receiver for the Security Bond & Finance Co. A client of the 
firm of Keyes & Erskine was one of the stockholders of that 
concern and we defended them in a stockholders’ liability 
suit. Mr. Hunter as receiver was in court on a number of 
occasions then. Later, when he was associated with the 
bank for which the firm Keyes & Erskine were attorneys, I 
met him occasionally then. We lived near one another when 
I lived across from the Fairmont Hotel and we met socially 
occasionally. We were not intimate, but we were good 
friends. 

Q. Did you meet him during his connections with the firm 
of Cavalier & Co., for whom Keyes & Erskine were attor- 
neys?—A. Yes; I met him during that period on several 
occasions also. 

Q. How long have you known Judge Louderback?—A. I 
met him merely as an attorney in his court on a few oc- 
casions. 

Q. How long have you known him?—A. I think I first met 
him in 1928. I handled a matter for Keyes & Erskine in his 
court, a case of patent litigation. 

Q. Have you ever had any relations of any kind with 
Judge Louderback except the usual relations of attorney and 
judge?—A. None whatever. 

Q. Have you ever been a political friend of his?—A. No. 

Q. How many appointments did you receive as attorney 
for receivers appointed by Judge Louderback during the 5 
years that he acted as Federal judge?—A. We were ap- 


pointed as attorneys in the Stempel-Cooley matter, a real- 
estate bankruptcy matter. Mr. Gilbert was appointed re- 
ceiver. We acted in the matter for 2 or 3 months, and a 
trustee was appointed and we were out of the case. 

Q. Are that and the Russell-Colvin matter the only mat- 
ters in which you have been appointed as attorneys for 
receivers appointed by Judge Louderback during the entire 
time he has been on the Federal bench?—A. Yes. 

Q. Were you ever appointed by him in any capacity dur- 
ing the 8 years he was on the State bench?—A. No. I was 
never in his court. 

Q. Are you acquainted with Mr. Gilbert, who has been a 
witness here?—A. Yes. We represented him as attorney for 
the receiver in the Stempel-Cooley matter. 

Q. Was that your first acquaintance with him?—A. Yes. 

Q. Have you at any time since represented him in any 
matter?—A. No. 

Q. What was the fee allowed in the Stemple-Cooley mat- 
ter?—-A. The fee was allowed by Judge Sheridan, to whom 
the matter was assigned. He was the referee in bank- 
ruptcy. He conducted the few hearings had and fixed the 
fees. I think it was $500 for the receiver and for the 
attorney. 

Q. What is the business of your father-in-law, Mr. Hatha- 
way?—A. He is manager of the Mutual Life Insurance Co. 
of New York for northern California, Nevada, and the 
Hawaiian Islands. 

Q. Did you ever give or loan any money to W. S. Leake?— 
A. Never; no. 

Q. When did you first learn that your father-in-law had 
loaned him a thousand dollars?—A. At the time of the com- 
mittee hearings in San Francisco in September of last year. 

Q. On the 27th of March 1931 did you owe your father- 
in-law any money?—A. I did. 

Q. How much did you owe him?—A. I owed him $2,435 
for moneys he had advanced me during the period of ap- 
proximately a year prior to the time I repaid it. 

Q. Were those advances made to you by check?—A. They 
were. 

Q. On what bank?—A. On the Crocker First National 
Bank. 

Q. Have you those checks here with you?—A. Yes. 

Mr. LINFORTH. We tender them to counsel on the other 
side if they wish them. 

By Mr. LINFORTH: 

Q. On the 27th of March, 1931, did you owe your father- 
in-law any other money?—A. I did. 

Q. How much? —A. I owed him $3,651, I think is the 
amount—yes; it is—on a transaction connected with his 
deeding to us a property at Woodside, on which we agreed 
that we would build a home and pay him the balance then 
due on the property he was purchasing. He prepared a 
memorandum and gave it to me at that time, and I agreed 
to take care of it when I could. 

Q. Do you remember the date of the deed to that property 
by the father of your wife?—A. It was the first part of 1927, 
the first of the year, I think. 

Q. Have you that deed here with you?—A. Yes. 

Mr. LINFORTH. We tender it to opposing counsel if 
they desire it. 

By Mr. LINFORTH: 

Q. When did you receive your fee in the Russell-Colvin 
matter?—A. Within a day or two of the date I paid Mr. 
Hathaway the $5,000, between the 20th and the 27th. 

Q. Upon receiving your fee did you pay back to your 
father-in-law the money he had loaned to you? 

Mr. Manager PERKINS. I object. That is a leading 
question. I object to the form of the question. 

Mr. LINFORTH. I withdraw the question. I was merely 
trying to hasten matters. 

Mr. Manager PERKINS. While haste is desirable, indi- 
cating to the witness the answer desirable is not desirable. 

Mr. LINFORTH. There was no such intention on my part. 

The PRESIDING OFFICER. Proceed, gentlemen. The 
question has been withdrawn. 
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By Mr. LINFORTH: 

Q. Did you accompany the checks to your father-in-law 
with a letter?—A. I did. 

Mr. LINFORTH. May I ask of the learned managers if 
they have with them a copy of the printed exhibits? 

Mr. Manager BROWNING. Which exhibit? 

Mr. LINFORTH. The printed volume of exhibits which 
you had printed and to which you referred the other day. 
Never mind; a copy of it is now in my possession. 

We offer at this time the letter referred to by the witness, 
which is printed in the Recorp volume of exhibits at page 
887, and we ask permission to read it for the benefit of the 
court. 

Mr. Manager PERKINS. We think the original letter 
should be produced for examination by the managers on the 
part of the House. 

The PRESIDING OFFICER. Do managers on the part of 
the House deny the existence of the letter? 

The WITNESS. Mr. Sumners has the original letter. 

The PRESIDING OFFICER. In the interest of progress, 
the Presiding Officer would think if this is an exact copy 
of the letter that the copy itself might be used. Of course, 
the best evidence is the letter itself. 

Mr. LINFORTH. Mr. President, may I add that the 
original letter was given to the investigators on behalf of 
the House when they were in California in September and 
they have the original letter and we have their receipt. 

The PRESIDING OFFICER. If that be true, then the 
letter cannot be in the custody of counsel for the respondent. 

Mr. Manager PERKINS. Then we have no objection to 
the copy. I did not know that was the fact. 

The PRESIDING OFFICER. Let the letter be read. 

Mr. LINFORTH. For that reason we offered the printed 
copy. The letter is as follows: 


Law OFFICES OF KEYES & ERSKINE, 
March 27, 1931. 
Mr. W. L. HATHAWAY, 
San Francisco, Calif. 

Dear Mr. Haraway: We have finally received our compensation 
to date in the Russell-Colvin & Co. matter, and I can now take up 
at least a part of my obligations to you. The record in my two 
check books shows the following advances made me by you: 


October 1920) (Crocker Bank). 06 on nena $200 
December 1929 (Crocker Bank) 4 100 
February 1930 (Crocker Bank) m 100 
June 1930 (Crocker Bank) 22 60 
October 1930 (Bank of Italy)) oe 100 
December 1930 (Bank of Italy 100 
January 1931 (Crocker Bank) 1, 500 
CC Sapna soos sehen ina aed een 75 

2, 235 


I also have a note in my bill file stating that I owe you “ $500 
for advances in 1929", which indicates that there is $200 due in 
addition to the first two items above. If your records do not show 
this, we can correct it later. 


Mr. Manager LEWIS. May I interrupt? The idea is to 
save time. This is all in the printed record, under Exhibit 
32, at page 511 of the record of this trial. 

Mr. LINFORTH. It is very brief, and I want it to lay a 
foundation for what follows. 

The PRESIDING OFFICER. The Chair thinks it would 
be just as well to let it be read. 

Mr. LINFORTH (reading). 

In addition to these advances there is our understanding in 
respect to the 1244 acres you deed us at Woodside, that I should 
reimburse you for the balance remaining due on that portion of 
your purchase from the Spring Valley Water Co. in accordance 
with the memorandum you prepared at the time we arranged to 
build our house. The balance arrived at was $3,651.61. 

I am inclosing my check for $5,000 of which $2,435 is in repay- 
ment of your advances as above, and the rest is on account of the 
Woodside property, which leaves a balance on this account of 
$1,086.61. Í, 

Sincerely yours, 
DOUGLAS. 

By Mr. LINFORTH: 

Q. Did you personally deliver that letter to your father- 
in-law?—A. I did. 

Q. I hand you a bunch of canceled checks. Are these the 
checks showing the advance to you of $2,435 referred to in 
that letter?—A. Yes; these are the checks. 
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Mr. LINFORTH. We offer the checks, and state that they 
need not be printed in the record unless it is so desired. 

The PRESIDING OFFICER. Without objection, it is so 
ordered. 

(The checks were marked “U.S.S. Exhibit H.“) 

The WITNESS. I might explain, in connection with that, 
that at the time I delivered the check of $500 with this 
letter to Mr. Hathaway he stated, “ You do not owe me this 
amount.” I said, “ Well, I insist on paying you the amount 
of the balance due on the Woodside property.” He stated 
to me at the time that at the time that he had deeded the 
adjoining property to his other daughter it had been free 
and clear, and he wanted to treat the two girls alike. There- 
for, he said, “ You do not owe me this, and I will not accept 
it; but I will take it as a loan and return it to you, as I need 
it, because I am going to use this money immediately on 
my ranch properties down here, which I am improving and 
building on.” 

By Mr. LINFORTH: 

Q. And did he subsequently return to you the difference 
between the twenty-four hundred and odd dollars and the 
$5,000?—A. He did; all of it. 

Q. You referred in that letter to a statement in which he 
had figured the balance due on the Woodside property at 
$3,657.61. Is the paper I show you that statement?—A. Yes. 
This is the memorandum Mr. Hathaway prepared and gave 
me at the time, before he delivered us the deed. 

Q. Are those figures in the handwriting of your father- 
in-law?—A. They are. 

Mr. LINFORTH. We offer that paper, and we do not care 
about it being printed in the Recorp. 

(The paper was marked U.S.S. Exhibit I.“) 

By Mr. LINFORTH: 

Q. I hand you a deed from Caro L. Hathaway and W. L. 
Hathaway to Marie Hathaway Short, of date the 10th of 
desgi 1927. Is the grantee in that deed your wife?—A. 

es. 

Q. The daughter of Mr. Hathaway?—A. Yes. 

Q. Is this the deed by which the 11 acres that you have 
referred to were deeded to you?—A. It is. 

Mr. LINFORTH. We offer the deed, and do not care 
about its being printed in the Recorp. : 

(The deed was marked U.S.S. Exhibit J.“) 

By Mr. LINFORTH: 

Q. When did you first hear of your appointment in the 
Russell-Colvin case?—A. I first heard of the matter of our 
acting as attorneys from Mr. Hunter, who phoned my resi- 
dence the night of March 13, said he had been appointed 
as receiver of the Russell-Colvin Co., and said he wanted us 
to act as his attorneys. He said at the time that it was 
necessary to take charge the following morning, and he 
would like that I should meet him early, as early as 8:30, if 
possible; so I told him that I felt we should be very glad to 
represent him, and I phoned that I would speak to Herbert 
Erskine and Morse Erskine in the morning and try to keep 
an engagement with him at that hour. 

I called Mr. Herbert Erskine, told him about it, and ar- 
ranged to meet in the morning; and he and Morse Erskine 
and myself discussed it, and said we would give Mr. Hunter 
every possible service, and be very glad to undertake the 
work. 

I went to Mr. Hunter’s office at Cavalier & Co., had 
a brief discussion with him, and then we went over to the 
Russell-Colvin office and met Morse Erskine there and took 
charge of the estate. 

Q. Did you have any talk of any kind at any time with 
Mr. Leake about your appointment as attorneys in that 
matter?—A. I did not. 

Q. Or with Judge Louderback?—A. No. 

Q. You are familiar with the statement of services which 
has been offered in evidence in this matter—the statement of 
services of the attorneys?—A. Yes. 

Q. Without going over the matter, is the statement, inso- 
far as it details the services rendered by you, ccrrect?—A. 
There are two statements. They are both correct; yes. 
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There may be omissions from them, but whatever is in those 
is correct. 

Q. The statement in evidence is the statement relating to 
the first application for fees. Did you subsequently file an- 
other statement on application for fees? -A. Yes; about 8 or 
9 months after that we filed a second application. 

Q. There was an application made separately for com- 
pensation on behalf of counsel, was there not?—A. In each 
instance there was an application made for the receiver’s 
compensation and the attorneys’ compensation; the first one 
at the end of approximately a year, and the second one 
about 9 months after that. 

Q. I will put that second statement in evidence a little 
later; but I will ask you, Mr. Short, in the interest of brev- 
ity, whether the services outlined and designated in that 
second statement are correct of your own knowledge?— 
A. Yes. 

Q. Will you tell the Presiding Officer and the Members of 
the Senate in your own way, but very briefly, how much time 
you and the firm of Keyes & Erskine devoted to the matters 
of this receivership?—A. Well, the work involved all of my— 
practically, I should say—all of my time for a year and 6 
or 8 months; in other words, until the entire distribution 
was completed. It involved, for the first 3 or 4 months, 
practically all of the time of Morse Erskine; and thereafter, 
I should say, it took from one third to one half of his time 
for the period I have stated in regard to myself, a year and 
a half or more. 

Q. Did you give to Judge Louderback, or did he receive, to 
your knowledge, one cent of what was awarded you as 
fees?—A. No. 

Q. Or any other amount?—A. No. 

Q. Did Mr. Leake receive any part or portion of your fees 
in that matter?—A. He did not. 

Q. Did anyone except yourself and the firm of Erskine & 
Erskine receive any part of those fees?—A. No one else. 

Q. How long have you lived at Woodside?—A. Since we 
built our home there in 1927. 

Q. That is about 30 miles from San Francisco?—A. Yes. 

Q. Do you recall ever receiving a telephone call or mes- 
sage from Mr. W. S. Leake?—A. I recall a telephone message 
from Mr. Leake on one occasion only. 

Q. About what?—A. He was inquiring to reach the Hath- 
aways. He wanted Mrs. Hathaway particularly. Mrs. Leake 
was asking for her, he said, and wanted to locate her. They 
were not in the hotel. 

Q. Were the Hathaways at your home at that time?— 
A. They were not. I told him I did not know where they 
were, but if I could reach them, I would give them his 
message. 

Q. Are you able to fix the time of that telephone call?— 
A. No; I do not remember the time of it. I merely remem- 
ber the fact that that was the only time he ever phoned me. 

Mr. LINFORTH. You may take the witness. 

Mr. KING. Mr. President, I have an interrogatory. 

The PRESIDING OFFICER. The interrogatory sub- 
mitted by the Senator from Utah will be read. 

The Chief Clerk read as follows: 

Q. What services did Morse Erskine, your legal associate, render 
in the Russell-Colvin case? 

The WITNESS. He was particularly active in the begin- 
ning in handling matters concerning the general estate. 
The thing that we had on hand that required immediate 
attention was the contract with Mr. Blumberg for the pur- 
chase of the Consolidated Box controlling stock; and Mr. 
Morse Erskine—who was a director of the United Paper 
Box Co., and-the firm were attorneys for that concern, a 
competitive concern with the Consolidated—was able to in- 
terest Mr. Spiegelman, the president of that concern; and 
through his interest we were able to get an offer that eventu- 
ally resulted in a satisfactory sale not only of the con- 
trolling stock but of a large block of the debentures and the 
machinery, which would otherwise have been almost a total 
loss. 
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He was, as I say, engaged in that work especially for 
those three very active months, and cooperated with me in 
research and investigation of the law of stock-brokerage 
liquidations, and assisted to a certain extent in devising the 
means and methods for handling the reclamation proceed- 
ing, resulting in the return to customers of their securities 
or proceeds and the eventual disposition of the estate. He 
was consulted by me constantly, and assisted in every phase 
of the work. 

Mr. KING. I have another interrogatory. 

The PRESIDING OFFICER. The interrogatory will be 
read. 

The Chief Clerk read as follows: 

Q. As I understand, the record shows that you conferred very 
often with the receiver. Why were so many conferences necessary? 

The WITNESS. Well, that was largely due to the fact 
that there were so many—such a multiplicity of interests in 
the concern. There were several subsidiary companies. Each 
one had to be studied and analyzed and reported on. Then 
the reclamation proceedings were necessary to be handled. 

In a stock-brokerage liquidation, unlike any other ordi- 
nary merchandising concern, a very complicated situation 
exists in which claims must first be had and filed; they must 
all be analyzed, compared with the books, and any dis- 
crepancies or arguments between the customers and the firm 
must be disposed of, either by litigation or by agreement. 
Once those claims are in comes the question of tracing 
securities, which is a very involved and difficult process, 
requiring legal advice at every turn and every phase of it. 

We prepared a questionnaire in the beginning. We first 
studied the situation to a sufficient extent and analyzed the 
decisions in stock-brokerage liquidations until we were con- 
vinced of the proper method of procedure. 

One of three methods could be followed: 

We could simply have called for claims, had the court 
appoint a special master, had the court appoint certified 
public accountants to assist the special master to report on 
claims, and forced each claimant in an adversary proceeding 
to prove his claim and have the special master finally 
report it. 

Or, as the defendants and others had originally hoped, it 
might be possible to sell the concern as a going concern and 
effect some sort of compromise, if necessary, with the 
customers. 

The third program was the one we finally adopted, be- 
cause of our discovery that in practically all stock-broker- 
age liquidations where they go through the formal proce- 
dure of an omnibus proceeding, in which a special master 
and accountants determine the claim, it would take us from 
3 to 4 years to dispose of it. Mr. Hunter was anxious to get 
back to his employment; and we took the task with the 
understanding with him that we thought we could dispose 
of it within 6 months to a year. We fortunately were able 
to dispose of it in something over a year and half—a record 
in those proceedings. 

The Wilson case was referred to here the other day when 
I was in the baleony—— 

Mr. Manager PERKINS. Mr. President, I do not know 
whether this is in response to an interrogation or not, but 
it seems to be quite a long speech. 

The PRESIDING OFFICER. Is the Senator from Utah 
satisfied with the response to his question? 

Mr. KING. I am satisfied, Mr. President. 

The PRESIDING OFFICER. Very well. Then let the 
managers on the part of the House proceed with their 
questioning. Was there a further question on the part of 
the Senator from Utah? If so, the clerk will read it. 

The Chief Clerk read as follows: 


Q. What was the nature of your services? 


Mr. KING. I think he has answered that sufficiently. 

Cross-examination by Mr. Manager PERKINS: 

Q. Mr. Short, at the time of your appointment as the at- 
torney for the receiver of the Russell-Colvin Co. you were 
employed by Keyes & Erskine, were you not?—A. Yes. 
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Q. And you were receiving $200 a month for your serv- 
ices, were you not?—A. That was part of our arrangement; 


yes. 

Q. That was all they paid you for your services, was it 
not?—A. They supplied me with an office, and all of the 
overhead expenses were paid. I was permitted to conduct 
any personal business I had. 

Q. Did you conduct personal business?—A. Yes. 

Q. How much did you charge, either by day or by hour, 
to your clients for your services?—A. I do not recall. 

Q. Do you not have a rate of charge against your clients 
for services rendered for them?—A. A rate per hour? 

Q. Per hour or per day.—A. No; I do not think so. 

Q. So that you never charged your clients either per day 
or per hour for services?—A. No. 

Q. You have testified that you spent practically all of 
your time on this thing for the first year, have you not?— 
A. Yes; I think that is right. 

Q. When you say all of your time, you mean how many 
hours a day?—A. I could not say. I think there were some 
days when I probably spent not more than 4 or 5 hours, 
and some days when I spent 12 to 14 hours. 

Q. You count Saturdays and Sundays in that, when you 
say all of your time?—A. I would not count Sundays, al- 
though we worked Sundays on occasion, sometimes Sunday 
nights. 

Q. So that the total of your services, so far as time was 
concerned, was set out in the bill you presented to the 
court?—A. That would be the bulk of it. There were cer- 
tain things which were omitted from that. 

Q. Do you know how many hours you spent on this mat- 
ter from March 14, the time of employment, to March 
31?—A. Lou mean the year following? 

Q. I mean the time of appointment, March 14, to the 31st 
of the same March.—A. That is, in the first month? 

Q. Yes.—A. No; I do not know. I have never added up 
the hours. 

Q. Do you know that your bill as set out shows you spent 
66 hours in those 17 days?—A. I do not know. I have never 
checked it up. 

Q. Do you know how many hours you spent in the month 
of April 1930 on this matter? A. I do not. 

Q. Do you know that your bill shows that you spent 141 
hours?—A. I do not know, as I say. 

Q. Do you know how many hours you spent in the month 
of May 1930?—A. I do not know the hours of any month. 

Q. Do you know that your bill shows that in the month of 
May you spent 61 hours, May 1930?—A. I do not know. 

Q. I have had a tabulation made showing the total of 
hours in each month for 1930, the date of your appointment 
in March, for 1 year, and it shows that the total amount of 
your time spent was 1,407 hours. Did you know that that 
was the amount of time spent?—A. In a year's time, 1,407 
hours? 

Q. Yes.—A. As I say, I never added it up. 

Q. You say that Mr. Erskine spent practically all of his 
time for the first 3 months, do you not?—A. That would be 
my recollection; yes. 

Q. Do you know that in the first 3 months he spent, from 
March 14 to March 31, 66 hours; in April, 82 hours; and in 
May, 53 hours?—A. As I say, I have never checked up the 
hours. 

Q. Do you know that in June he spent only 21 hours; in 
July, 2 hours; in August, 16 hours; in September, 23 hours; 
and in October, 2 hours?—A. No. As I say, I have never 
checked it up. 

Q. Which does not accord with your idea that he spent 
practically all of his time, does it?—A. I said he spent prac- 
tically all of his time for 3 months. 

Q. Do you know that in the whole year Mr. Erskine spent 
only 329 hours, according to the bill, on this matter?—A. I 
would be surprised if that were true. I would say he spent 
more time than that. He would be as accurate in keeping 
track of the hours as I was. 

Q. What you were paid for was what was set out in the 
bill?—A. We were paid for the results obtained, I think. 
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Q. Why did you show the hours in the bill?—A. The 
hours we put in, the size of the estate, and the satisfaction 
of creditors who were at the hearing in court. 

Q. What was the allowance made to you and Erskine & 
Erskine at the end of 1 year in this Russell-Colvin matter? 
A. $46,250. ` 

Q. Do you know that you and Erskine & Erskine were 
allowed $46,250 for a total of 1,741 hours? 

Mr. McCARRAN. Mr. President, may the question be re- 
peated? 

The PRESIDING OFFICER. The reporter will read the 
question. 

The Official Reporter read the last question. 

The WITNESS. I should say that was probably—you have 
checked it up, and it must be about right. 

By Mr. Manager PERKINS: 

Q. I have checked it up, and had it certified by an expert 
accountant. A. You are doubtless right about the hours. 

Q. Do you know that they allowed you and Erskine & 
Erskine at the rate of $26.60 per hour for that total time? 
A. Is that what it amounts to? 

Q. It does.—A. I take your word for it. 

Q. What is the largest fee you ever personally received 
before this receivership? 

Mr. LINFORTH. I object to that as being foreign to 
this inquiry. The question is as to the value of these 
services. 

The PRESIDING OFFICER. What was the question? 

The Official Reporter read as follows: 

Q. What is the largest fee you ever personally received before 
this receivership? i 

The PRESIDING OFFICER. I suppose that, strictly 
speaking, it would not be competent, but the Chair overrules 
the objection. Let the witness answer. 

The WITNESS. I have never received any very large 
fees. I think the largest fee I can recall receiving was $3,000 
for some work in connection with handling the 401 Orchard 
& Land Co. 

By Mr. Manager PERKINS: 

Q. During the several years before this you had been 
borrowing considerable from your father-in-law, had you 
not?—A. No. For a period of practically a year prior to 
that I had been having trouble with my other properties, 
and I had considerable real estate, and it was in difficulties; 
I had lost tenants. 

Mr. Manager PERKINS. I move that that be stricken out. 

The PRESIDING OFFICER. The question and answer 
will be read. 

The Official Reporter read the last question and answer. 

By Mr. Manager PERKINS: 

Q. For several years previous to your appointment as re- 
ceiver you had been borrowing money constantly from your 
father-in-law, Mr. Hathaway?—A. No; that is not so. The 
first money I ever borrowed from him was approximately a 
year before this, and if you want the reason for i. 

Q. I will ask for an explanation when I want it. On the 
27th of March 1931, out of moneys received by you as at- 
torney for the receiver of the Russell-Colvin Co., you sent 
Mr. Hathaway $5,000, did you not?—A. Yes. 

Q. And 2 days before that he either loaned or gave to 
Mr. Leake a thousand dollars, did he not?—A. According to 
the record, and all I know of it, he loaned him a thousand 
dollars. 

Q. And of that $5,000 your father-in-law said that you did 
not owe him a thousand dollars, did he not?—A. He re- 
fused to admit that I did owe him, and I insisted, and said 
it was too great a sacrifice for him to have made, and he 
returned it. 

Q. He paid it back to you?—A. Yes; every cent of it. 

Q. So the net result was that you did not pay the whole 
$5,000 to your father-in-law?—A. The net result was that 
I really paid him an advance and he refused to accept the 
balance I had fixed as the amount I owed him on the Wood- 
side property, and said it was a gift to us. That is correct. 
I have the canceled checks for it if you wish them. 
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Mr. McCARRAN. Mr. President, I have sent an inter- 
rogatory to the desk which I desire to have propounded. 

The PRESIDING OFFICER. The clerk will read. 

The legislative clerk read as follows: 

Q. What was the average of your annual income from legal serv- 
ices apart from the $200 monthly paid you by Erskine & Erskine? 

The WITNESS. I should say not to exceed a thousand dol- 
lars a year. I had an independent income of about $5,000 
a year at that time. 

By Mr. Manager PERKINS: 

Q. Was the independent income included in income from 
services?—A. No. 

Mr. Manager PERKINS. Then I move that that be 
stricken out as not responsive and not competent. A man’s 
private income from investments has nothing to do with this 
case. - 

The PRESIDING OFFICER. I think it may remain in the 
record. I do not see that it does any good or any particular 
harm. 

By Mr. Manager PERKINS: 

Q. Do you know the Matson Navigation Co.?—A. Oh, yes. 

Q. Did you not apply for a position from them a short 
time before this appointment? 

Mr. LINFORTH. Mr. President, we object to that as be- 
ing utterly immaterial to any issue here involved, the only 
question being as to the value of these services, and whether 
or not the respondent allowed excessive fees. 

The PRESIDING OFFICER. What is the theory on which 
the question is asked? 

Mr. Manager PERKINS. We are endeavoring to show 
that this gentleman had practically no business and no in- 
come, that he was living on borrowed money, and that this 
fee was entirely excessive—out of line with anything he had 
ever done in his life before. 

The PRESIDING OFFICER. The witness may answer. 

The WITNESS. Some 2 or 3 years before this, I think, 
I had a talk with Mr. Bailey, a friend of mine, who was one 
of the officers of the Matson Co. and discussed the possi- 
bility of my going with them. 

By Mr. Manager PERKINS: 

Q. Getting out of the law business and going into the 
navigation company?—A. Yes. 

Q. What did you say——A. That was before I joined 
Keyes & Erskine. 

Q. What did you say was the total of your income the 
year previous to your appointment as attorney for the 
receiver in this matter?—A. My total income? 

Q. From the law business—A. As I said—I answered that 
inquiry by saying it was probably $1,000, in addition to the 
moneys I received from Keyes & Erskine. 

Q. So that your total income for the year previous to the 
time you were acting as attorney for the receiver was about 
$3,400. Is that right?—A. Probably. It might have exceeded 
that. I recall several years when I had better fees than 
that. I have no record handy. 

Q. Substantially all of the services rendered to the re- 
ceiver were rendered by Mr. Short, were they not?—A. A 
great deal of the work was done by me. I do not think the 
most important work was done by me. 

Q. Of the total of 1,741 hours for which this fee of 
$42,500 was rendered, you performed 1,407 hours, Mr. Erskine 
329, and 5 were rendered by some unidentified person. Is 
not that correct?—A. Have you added up both the applica- 
tions or just the first application? 

Q. I am dealing merely with the allowance of $42,500—A, 
Whatever you say on that I will admit, Mr. PERKINS, because 
I have never checked it. My principal services were in con- 
nection with handling the reclamation proceedings and pre- 
paring the report on claims, which you have published in 
your record. I think it was the first time that work was 
ever done in the West. 

Q. Can you tell us the day you actually got the $46,500?— 
A. I could not tell you the day; no. 

Q. It was just a few days previous to the 27th of March 
1931, was it not?—A. Yes; because I know I wanted to pay 
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Mr. Hathaway as soon as I could after getting the check. 
I secured a check from Mrs. Clarkson, Mr. Hunter’s secre- 
tary, gave it to our bookkeeper—— 

Mr. Manager PERKINS. I object. I have not asked any 
question. The witness is volunteering, and we will get 
through more quickly if he will not volunteer answers. 

The PRESIDING OFFICER. Just answer the questions. 

Mr. Manager PERKINS. That is all. 

The PRESIDING OFFICER. Has counsel for the re- 
spondent any further questions? 

Mr. LINFORTH. No further questions. 

Mr. TYDINGS. I have a question to propound. 

The PRESIDING OFFICER. The Senator from Mary- 
land propounds an inquiry, which the clerk will read. 

The legislative clerk read as follows: 

Q. How long did the attorneys who recommended your fee keep 
the papers, the petitions filed for the purpose of fixing the fee? 

The WITNESS. Each of the attorneys who testified at 
that proceeding had the reports and the application for 
compensation, and I think at least 2 of the 3 who testified 
visited the receiver’s office and went over the general lay-out 
of the work that was done in connection with the reclama- 
tion proceedings, in other words, investigated the work of 
tracing the securities, the work of apportioning the securi- 
ties into the forty-six-odd pools, the work of drawing back 
all the customers’ claims, and finally, summing up, said 
papers were in their hands for a period of 5 or 6 days. 

Mr. TYDINGS. Mr. President, may I ask the Presiding 
Officer whether or not the record of the number of law- 
suits in connection with this receivership has been put in 
the record? 

The PRESIDING OFFICER. The Chair is not certain 
on that score. 

Mr. TYDINGS. Were a number of separate pieces of 
litigation instituted? 

The PRESIDING OFFICER. Will counsel for the re- 
spondent or the managers on the part of the House answer 
the question of the Senator from Maryland? 

Mr. Manager PERKINS. We understand there were 
practically no lawsuits? 

The WITNESS. That is correct. There were a few. I 
do not know when he took charge of the estate. I think 
there were five filed prior to the proceedings in pursuit of 
what we call “desperate” accounts, bad accounts; two of 
those were tried, and the others were settled. There was 
very little litigation. 

Mr. TYDINGS. May I ask—I do not want to repeat the 
question if it has already been answered—if the character 
of the services rendered has been projected in extenso at 
any time in his testimony? 

The PRESIDING OFFICER. If the Chair were stating 
the opinion of the present occupant of the chair, it would 
be to the effect that that has been gone into with this 
witness. 

The WITNESS. I would be very glad to take the time of 
the court to say—— 

Mr. LINFORTH. It was also gone into by a witness who 
preceded him—Mr. Erskine. 

The PRESIDING OFFICER. The Chair did not under- 
stand the statement of counsel. 

Mr. LINFORTH. I say it was gone into also by the tes- 
timony of a preceding witness, a member of the firm—Mr. 
Erskine. 

The PRESIDING OFFICER. Are there any further ques- 
tions in the examination of this witness? If not, the witness 
is excused. The next witness will be summoned. 


STIPULATED TESTIMONY OF W. L. HATHAWAY 


Mr. LINFORTH. Mr. President, at this time, pursuant to 
the stipulation entered into by the respective parties, due 
to the illness of the witness, we read his testimony given at 
the preliminary examination held in San Francisco in Sep- 
tember 1932, and we read the testimony of the witness W. L. 
Hathaway. 
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The PRESIDING OFFICER. Is there stipulation to that 
effect, the Chair will inquire of the managers on the part of 
the House? 

Mr. Manager BROWNING. Yes; there is. 

The PRESIDING OFFICER. Very well. Counsel will 


Mr. HANLEY read the testimony given by W. L. Hathaway 
at the hearing before the special committee of the House 
of Representatives at San Francisco, Calif., September 6 to 
September 12, 1932, as follows: 


W. L. Hathaway, being duly sworn by the chairman, testified 
as follows: 

Direct examination by Mr. LAGUARDIA: 

Q. Mr. Hathaway, where do you reside?—A. Fairmont Hotel. 

Q. How long have you lived there?—A. About 12 years. 

Q. What is your business, Mr. Hathaway?—A. I am manager 
for a life insurance company. 

Q. Are you related to Mr. Short?—A. He is my son-in-law, mar- 
ried to my oldest daughter. 

Q. That is John Douglas Short?—A. Yes. 

Q. you know Mr. Sam Leake?—A. Vi well. 

Q. How long have you known him?—A. Oh, I have known Sam 

somewhere in the eighties. 

. Did you ever personally consult him for treatments?—A. I 
have talked over his system with him, I took his books and read 
and tried, generally, as I do most things I come in contact 
with, to know something about it. I never considered myself a 
I read it the other day. I think Sam thought he 
was treating me, and maybe he was doing me a lot of good, more 
know. 
you did not consult him for treatments?—A. I did not 
ask him to treat me; no. 

Q. Now during the months of 1931 did you give Mr. Leake any 
money?—A, What month? 

Q. During the year 1931?—A. I gave him $250; yes. 

Q. I show you a check drawn by you dated April 17, 1931, and 
ask you if you can identify that.— A. This is a check I drew. I 
was 


ing expenses, and bidding Sam good-bye he told me the terrible 
condition he was in. His wife was expecting to die, and he did 
not know how he was going to eat or how he was going to pay 
his doctors, and he was very hard-up, and I gave him half of this 
amount, as I recall it, of this $250; that is my recollection. I 
told him, I said, “ Sam, if this will help you, here, take it.” 

Q. This was in May? 

Mr. Hantey. It is the fifth month on the check. That would 
be May. 

A. Yes; if that is the date on the check, that must be so. 

(Check dated San Francisco 5-17-1931, no. 2121, on Crocker 
First National Bank, of San Francisco, pay to the order of cash, 
$500, signed by W. L. Hathaway, indorsed by Fairmont Hotel Co., 
and paid through American Trust Co., marked in evidence as 
Exhibit No. 29.) 

Q. During the month of March 1931 did you give Mr. Leake 
any money? — A. Yes. 

Q. How much? —A. I loaned him $1,000. 
Phe Have you the check for this $1,000 that you gave Mr. Leake?— 

No. 

Q. How did you give it to him?—A. Cash. 
Q. Did he make any request that he preferred cash?—A. Yes. 
Q. And also the $250, did he request cash at that time?—A. He 
d not request that of me at all. I did that voluntarily. He 
d not ask me for money. He just told me his terrible condition, 
as I had helped him a short time before and was perhaps 
oldest friend, and as I was going away for a 6 months’ vaca- 

on, I felt a little guilty to go away and spend a lot of money on 
vacations and maybe he would be hungry. 

Q. Did you take a note from Mr. Leake?—A. For the $1,000. 

Q. Did you take it at that time?—A. Yes; I took it at that time. 

Q. Is this the note?—A. Yes; that is the note. That is my 


Mr. Sumners. That is the note itself of the witness? 

Mr. LAGUARDIA. Yes. 

Mr. Sumners. Suppose you just state the substance of the note 
to the reporter. 


At this point appears the note. We now offer in evidence 
the photostatic copy of the note, which reads as folows: 


US.S. EXHIBIT K 
$1,000. San Francisco, March 25, 1931. 
On demand after date (without grace) I promise to pay to the 
order of W. L. Hathaway one thousand dollars for value received 
with interest at 6 percent per annum from date—until paid, both 
principal and interest payable only in United States gold coin. 
No. —— Payable W. S. LEAKE. 
(Endorsed on back of note:) 
Interest of sixty dollars ($60.00) paid April 1, 1932. 


We ask that it be considered the next numbered exhibit 
in evidence. 
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The PRESIDING OFFICER. Without objection, that 
order will be made. 


Mr. HANLEY continued reading from the testimony of 
W. L. Hathaway, as follows: 


The Witness. Mr. LaGuardia, Mr. Leake wrote that interest pay- 
ment on the back. That is his handwriting. He asked me if I 
had the note. I thought he was going to pay it. I said, “ Will 
you bring it up to my room?” and went to get the note. It was 
in my hotel. I had never taken it to the office. He took it and 
went over to his desk and come back and gave me $60 in currency 
with the note back again, and he had written this interest pay- 
ment on the back. 

Q. Are you sure it was in April of 1932?—A. Well, I assume he 
wrote the right date on there. 

Q. As a matter of fact, wasn't it later than the month of April 
1932?—-A. No; I have no reason to think it was. 

ý R oe sure 55 zar April, are you?—A. Well, I don't know 
why he wrote the date—do you mean it is something 
date? No; it was not. 7, SE reon 

Q. This mark “April 1932 "?—A. Yes. 

5 e — eee 8 it was May or June, are you, or 
A. ere was any discrepancy in 
would have noticed it. 1 z 9 

Q. But you are not sure positive 

Mr. Sumners. The witness has answered. 

A. I would say that it was the date, without question; but to 
tecall it to memory as the date there was nothing in the trans- 
action that would. If the thought is in your mind that he wrote 
a later date there and that I knew it—no; there was nothing of 
that sort. 

Q. Or he might have written an earlier date?—A. I think not, 
because he said, “That note is due”; and I said, “Just 
about; and when I looked at it I realized it was just about a 
year, and I said, “Sam, this was not a year note—this was a de- 
mand note”; and he said, “I thought it was to run for a year”; 
so it was just somewhere in the neighborhood of a year. 

Q. Now, as a matter of fact, Mr. Hathaway, when this loan was 
made had you expectations that it would ever be paid?—A. Well, 
according to his interpretation of the letter, it was six thousand 
and some odd dollars. 

Mr. Haney. Show it to me, please. 

Mr. LaGuarDIA. I will certainly show it to you before I put it 
in evidence. 

Q. According to the letter, there were cash advances of 62,235 
A. Cash advances; that is correct. 

Q. And he gave you a check for $5,000?—A. That is right. He 
also offered to pay me and wanted to pay me an amount of money 
in connection with a property I had turned over to him that 
would still leave a balance of a thousand and something. 

Q. That was not a loan, though. That was property that 
you had turned over to your daughter—A. That we had 
turned over to them jointly. I proposed, however, when 
that was turned over, Mr. LaGuardia, to make this thing clear. 
They wanted a piece of property to build on at Woodside, a sub- 
division of an acreage I had bought from the Spring Valley Water 
Co., and which I had been paying on so much a year in install- 
ments. They took out one corner, 11% by 12 acres, and said they 
would like it, and I finally said, “I will tell you what I will do; 
if you will pay the remaining money due the Spring Valley on that 
portion of the property, I will turn it over to you.” The property 
had become very valuable compared with what it previously was, 
and that was a gift, anyway, because the price I was asking on it 
was small compared to its value. 

The circumstance is this: I named a small amount. I am a 
man with a steady income but with a scheme of living that I have 
to live up to all the time, so this extra acreage was quite impor- 
tant to me. I took his formal memorandum. We had no written 
agreement outside of this memorandum that he gave me. 

They went on and took the property that I gave to them, and 
when they came to build they did not have money enough to 
carry out the building scheme if they had to return me this 
money, and so I mortgaged a piece of property here in this city 
and paid off the Spring Valley so I could give them a deed to 
these 12 acres. Up to this time it was the intention that he 
should pay me back that amount. 

A short time afterward my other daughter and her husband 
felt they would like to build on a like acreage jointly—oh, a year 
or so afterward—and they selected eleven and some hundredths 
acres. Well, they were not in very good financial condition and 
they could not pay me, so I gave them outright the deed to their 
property. 

In order to adjust the thing as a family matter I proposed this: 
I said, “ To keep what the two girls were getting equal, I will make 
you a present of that part also.” 

Q. That is, to Mr. Short?—A. Yes; that is to Mr. Short. Mr. 
Short was always sensitive on such matters. He felt he did not 
want to be taking too much from me, and while it was generally 
understood that I had given the two girls these two pieces of 
property, Short showed that the first time he had some money he 
wanted to repay it, and insisted—wrote this note you have there 
and brought it to me, and when he brought it to me I said, 
“Douglas, that thing stands.” “Well”, he said, “it has been 
embarrassing. Everybody has heard that ‘father gave the girls 
property.’ Now, take at least that part of it.” I said, “I won't 


accept it that way, but I have got to borrow money. I have a 
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buil going on at my ranch that is going to require 
. money than my income would look out for in a 
few months, and it requires it.” I said, “If you can give me 
$5,000 over and above what you owe me—loan me $5,000 over and 
above what you owe me — which he could not, because we had 
figured it out. So I got from him about $2,500, as you will see— 
twenty-five hundred and some odd dollars, and the other twenty- 
five hundred, if you will look in my bank account. 

I went and borrowed from the Crocker Bank, because you know 
it took that $5,000 to look out for my building program and pay 
up the bills, so that was the way that statement came from Mr. 
Short. 

Q. So that the overpayment was after you had offered to give 
him the property the same as you did the other daughter?— 
A. Yes. He said, “I won't accept it that way.” I said to him, 
“I won't accept the money. Now, I will take it as a loan, and if 
you need money again———” Well, it run on, and when he got to 
that period that seems to come to my young people ever 80 
often—I don't know how it is, but they come to father. I did not 
urge him to pay it back, but when a few months went by he 
came in and he needed some money, and gradually I have paid it 
all back. I have more than paid that off, and he owes me several 
hundred again. It is one of these family matters that is not run 
exactly like a bank would. 

Mr. Haney. I think this letter ought to go in evidence. 

Mr. Sumnenrs. All right, let it go in. 

Mr. Han ey. I think it is a very nice letter from the son-in-law 
to the dad. No objection to it going in? I am offering it. 

(Letter admitted and marked Exhibit 30.”) 

Mr. LaGvuarpra. Anything you offer will go in. 

Mr. Haney. It is dated March 27, 1931, and addressed to Mr, 
W. L. Hathaway, Hunter-Dulin Building, San Francisco, Calif. 

Mr. Sumwners (interrupting). Just put it in the record. 

Mr. Hantey. Some letters got lost. I want it in the record. 


oe Marcu 27, 1931. 
Mr. W. L. HATHAWAY, 
Hunter-Dulin Building, San Francisco, Calif. 

Dear Mr. Haraway: We have finally received our compensa- 
tion to date in the Russell-Colvin & Co. matter, and I can now 
take up at least a part of my obligations to you. The record in 
my two check books shows the following advances made me by 
you: 

October 1929 (Crocker Bank) 
December 1929 (Crocker Bank) 
February 1930(Crocker Bank) 
Wr! ape e 
eee oaea ene 
December 1930 (Bank of Italy 
January 1931 (Crocker Bank) han 
eee sic cn nonasncasandsandwaapease 


2,235 


I also have a note in my Dill file stating that I owe you “ $500 for 
advances in 1929", which indicates that there is $200 due in addi- 
tion to the first two items above. If your records do not show this, 
we can correct it later. 

In addition to these advances there is our understanding in re- 
spect to the 12% acres you deeded us at Woodside, that I should 
reimburse you for the balance remaining due on that portion of 
your purchase from the Spring Valley Water Co. in accordance with 
the memorandum you prepared at the time we arranged to build 
our house. The balance arrived at was $3,651.61. 

I am enclosing my check for $5,000, of which $2,435 is in repay- 
ment of your advances as above and the rest is on account of the 
Woodside property, which leaves a balance on this account of 
$1,086.61. 

Sincerely yours, 


DOUGLAS. 


By Mr. LAGUARDIA: 

Q. Subsequent to that letter, this conversation about giving the 
property and accepting the surplus as a loan took place?—A. Sub- 
sequently. 

Q. It was after this letter from Douglas?—A. He brought that 
letter over to the office. 

Q. And then you had the conversation?—A. And then we had 
the conversation. He said he wanted to pay me, I told him I 
would accept the difference as a loan. That was on that date, I 
imagine, or the day after. I don’t know what the exact date is. 

Mr. LaGuarpra. May I have the committee’s permission to return 
this note, or may I have it at this time entered in evidence? 

Mr. SUMNERS. It is sufficiently in the record. It is sufficiently 
identified. 

Mr. LaGuarpr. I return it to you, Mr. Hathaway. 

(Note returned to Mr. Hathaway.) 


Thus ends the stipulated testimony. 

Mr. Manager SUMNERS. Mr. President, may I ask 
counsel for the respondent a question in order to get a mat- 
ter clear? 

The PRESIDING OFFICER. There is no objection to 
the question being asked, if counsel is willing to answer it. 


Mr. Manager SUMNERS. The question I want to ask is, 
without going into detail, what is the difference indicated 
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that Mr. Hathaway said he would receive as a loan? Have 
you figured that out? 

Mr, HANLEY. It is a question of arithmetic. 
figured it out yet. 

STIPULATED TESTIMONY OF MRS. CARO L. HATHAWAY 

Mr. LINFORTH. Mr. President, at this time we offer 
an agreed statement as to what Mrs. Hathaway would tes- 
tify to if present, opposing counsel having stipulated that 
such course might be followed. It is very brief and I read 
it as follows, it being contained in the statement marked 
U.S. S. Exhibit L”: 


My name is Caro L. Hathaway. I am, and for many years past 
have been, the wife of William L. Hathaway. For more than 14 
years past we have lived at the Fairmont Hotel, San Francisco. 
Mr. and Mrs. W. S. Leake were living there at the time we com- 
menced to reside there, and Mrs. Leake continued to live there 
down to the time of her death, November 15, 1931, and Mr. Leake 
has continued to live there until the present time. Almost im- 
mediately upon beginning to live at the hotel I became acquainted 
with Mrs. Leake and a warm and intimate friendship grew 
up and existed between us. In March 1931 Mrs. Leake was des- 
perately ill and bedridden. She had been ill continuously for 
more than a year prior thereto and this desperate illness of hers 
continued down to the time of her death. In March 1931 she 
had day and night nurses in attendance and several doctors. 
During this time and for some time prior and subsequent I saw 
her nearly every day, and shortly prior to March 25, 1931, she 
confided in me the inability of her husband to meet these doctors’ 
and nurses’ bill and other expenses incident to her illness. Mr. 
Leake also advised me of their desperate financial condition and 
immediate need for help. 

My husband had a policy of insurance on his life in the Mutual 
Life Insurance Co. of New York. I was the beneficiary in this 
policy. On or about March 25, 1931, I joined with my husband 
in an application to that company for a loan of $1,000. This 
was granted. On March 25, 1931, my husband brought me a 
check or draft issued by the Mutual Life Insurance Co. for $1,000, 
being check or draft no. 53636, payable to my husband and my- 
self. My husband endorsed the check and I also endorsed it, 
telling him to get the money and deliver it to Mr. Leake. All of 
this was done so we could make a loan of $1,000 to Mr. Leake, 
and was done by me due to my affection for Mrs. Leake and on 
account of their then embarrassed financial condition, and for 
no other reason. 

On the making of this loan to Mr. Leake, he gave to my husband 
his promissory note for $1,000. This note has not been paid and 
neither has the amount we borrowed from the life-insurance com- 
pany. The reason that this sum was bofrowed upon the insur- 
ance policy was because at that time neither my husband nor 
myself had sufficient money on hand to comply with the request 
of Mr. Leake for the loan of $1,000. 


STIPULATION AS TO TESTIMONY OF GERALD W. MURRAY 
Mr. LINFORTH. We now offer, Mr. President, the stipu- 
lation entered into by counsel representing the other side 
while in San Francisco relating to the testimony of the 
witness, Gerald W. Murray. That stipulation is entitled in 
this matter, and is as follows, omitting the reading of the 
title: 


I have not 


U.S.S. EXHIBIT M 


In order to avoid the necessity of Gerald W. Murray, cashier, 
San Francisco branch of the Mutual Life Insurance Co. of New 
York, ap in person as a witness upon the trial of the above- 
entitled matter, it is stipulated as follows: 

That if present at the trial of said proceeding before the Senate 
of the United States sitting as a court of impeachment, the said 
Gerald W. Murray would testify as follows: 

1. That on or prior to March 25, 1931, William L. Hathaway and 
his wife, Caro L. Hathaway, made application to the Mutual Life 
Insurance Co. of New York for a loan of $1,000 on policy 2129807, 
theretofore issued and then in force on the life of William L, 
Hathaway. 

2. That such loan was granted, and on March 25, 1931, the 
Mutual Life Insurance Co. of New York issued its check or draft 
therefor, no. 53636, for $1,000, payable to the order of William L. 
Hathaway-Caro L. Hathaway, a photostat of said check, marked 
“1”, being hereto annexed. 

3. That the photostat hereto annexed, marked “2”, is the loan 
statement to which the said check was attached. ` 

4. That the said Murray, at the request of William L. Hath- 
away, cashed said check at the Crocker Bank, being the bank 
where the Mutual Life Insurance Co. of New York has its account 
in San Francisco, and thereupon delivered to the said William L. 
Hathaway the said $1,000 he had obtained upon the cashing of 
said check. 

5. That no part of said loan has been repaid, as shown by the 
records of said insurance company. 

That the said subpena already served upon the said Gerald W. 
Murray may be withdrawn. 


Attached to the stipulation is a photostat of the check, 
showing that it is made payable to the order of William L. 
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Hathaway and Caro L. Hathaway, and endorsed “ William L. 
Hathaway”, “Caro L. Hathaway”, and by the witness, 
Gerald W. Murray. Annexed to it also is a photostat of the 
loan agreement made at the time. 

We offer the stipulation and ask that it be marked as the 
next exhibit in order. 

EXAMINATION OF WILLIAM L. GLASHEEN 

Mr. LINFORTH. If Mr. Edwards is here, we will call 
him; if not, the witness Mr. Glasheen. 

William L. Glasheen, having been duly sworn, was ex- 
amined and testified as follows: 

By Mr. LINFORTH: 

Q. Will you please state your name, residence, and occu- 
pation?—A. William L. Glasheen; San Francisco; division 
traffic superintendent of the Western Union Telegraph Co. 

Q. How long have you occupied that position with the 
Western Union Telegraph Co.?—A. Since 1921. 

Q. Do you know the witness, G. H. Gilbert, who has been 
appointed receiver in some of these matters?—A. Yes, sir; 
I do. 

Q. How long have you known him?—A. Since 1897, I 
believe—about 25 or 26 years. 

Q. At the time you first met him was he connected with 
the Western Union Telegraph Co.?—A. Yes, sir; he was. 

Q. During your acquaintanceship with him how long did 
he continue in the employment of that company?—A. His 
service was continuous. 

Q. Continuously?—A. Yes, sir. 

Q. Down to what time?—A. I think his furlough expired 
in August 1932. 

Q. When did he obtain the furlough that you have re- 
ferred to?—A. I believe it was February 17 or 18, 1932. 

Q. So that continuously from that time you became con- 
nected with that company down to February 1932 he was 
connected with it?—A. Correct. 

Q. During the last 10 years of his service there, what was 
his official position?—-A. He was night traffic manager. 

Q. And, as night traffic manager, what were his hours?— 
A. From 4 p.m. until midnight. 

Q. And what were his duties?—A. Well, he had charge of 
the entire operating department—general supervisor, you 
might say. He had entire charge of all of the different 
departments in the operating room. 

Q. In that capacity, did he have any employees under 
him?—A. Yes; he did. 

Q. How many?—A. Approximately 150; sometimes a little 
less, and sometimes more. 

Q. You were his immediate superior officer, were you?— 
A. No, sir; I was not. 

Q. Were you a superior officer of his?—A. Yes, sir. 

Q. How did he discharge his duties in the capacity in 
which he was at the time that he took the furlough you have 
referred to?—A. His work was very satisfactory. 

Q. Did you find him efficient?—A. Yes, sir. 

Mr. LINFORTH. We have no further questions. 

Cross-examination by Mr. Manager SUMNERS: 

Q. What was the business of Mr. Gilbert when you first 
knew him?—A. He was a telegraph operator. 

Q. When did he become traffic manager?—A. He was ap- 
pointed night traffic manager I believe in 1918. 

Q. And continued in that capacity until he was relieved 
from duty by the furlough?—A. Correct. 

Q. Is his furlough still extended?—A. I beg your pardon? 

Q. Is his furlough still in operation?—A. No, sir; it is not. 

Q. What happened to that?—A. At the expiration of his 
furlough he failed to return to duty, and he was written off. 

Q. Do you know why he failed to return?—A. No, sir; I do 
not. 

Q. Who was his immediate superior?—A. Traffic Manager 
Mifka 


Q. He was general traffic manager?—A. He was the traffic 
manager of the San Francisco office. He was in full charge 
of it for 24 hours a day. 

Q. And he had under him a day manager and also Mr. 
Gilbert, the night manager?—A. Well, in the daytime he 
had a number of assistants, but he was the only one that 
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held the title of traffic manager during the day tour. There 
were 3 traffic managers—1 day, 1 night, and 1 late night. 

Q. What were Mr. Gilbert’s duties?—A. Well, they are 
rather difficult for me to describe. 

Q. I do not mean to go into detail—A. He had an assist- 
ant, the chief operator, for example, in charge of the auto- 
matic department, and likewise a man with a similar title in 
charge of the Morse department, and another one, a lady, 
with that title in charge of the telephone department, and 
another in charge of the service department; and he had a 
wire chief and a repeater chief under him. 

Q. He had to do mainly with the mechanical operation of 
your branch, did he not?—A. No; it would not be “ mainly.” 
It would be more a general supervision, to see that the traffic 
moved promptly. 

Q. I think you must have misunderstood my question. 
He had to do with the traffic operations, did he not?— 
A. Yes, sir; he did. 

Q. That is to say, when a message came in at night he 
had responsibility to see that the message got out promptly 
to the party to whom it was consigned?—A. Well, let us put 
it this way: He was in charge of the entire office, and he had 
about 150 people working under him. 

Q. You put it that way once before; but I am trying to 
find out what the 150 did. 

Mr. LINFORTH. Just a moment, Mr. President. We pro- 
test against counsel interrupting the witness in the middle 
of an answer when the answer is responsive. 

Mr. Manager SUMNERS. Yes; I will not interrupt, either, 
when the answer is responsive. 

The PRESIDING OFFICER. Some latitude must be 
allowed on cross-examination. 

By Mr. Manager SUMNERS: 

Q. What did he do with these people?—A. What did Mr. 
Gilbert do? 

Q. Yes; that is what I asked you. What did he do?—A. 
Well, he did not do anything. He was in charge of the office. 
The organization was such that all of these men knew where 
to report in their respective departments. They reported to 
their department head. 

Q. What I am trying to find out is, what did he direct 
these people to do?—A. I do not know just exactly what 
question you are asking me. I do not know how to answer 
that. Ican tell you what his duties were. 

Q. All right; tell me those. Tell me what his duties 
were.—A. He went around to the different departments, if 
he did his job correctly, and talked to his assistant chief 
operator, and observed generally to see that all of the em- 
ployees were attending to their work, and naturally he must 
have frequently scrutinized the pile of telegrams to see that 
they were moving promptly; and, if they were not, to go to 
the assistants to see why they were not. 

Q. The question I asked you a moment ago was if he did 
not have to do with keeping the messages properly moving 
to the parties to whom they were respectively directed?—A. 
Yes; he was in charge of that, to see that all 

Q. I am asking you a specific question. That was part of 
his duties, was it not?—A. Yes. 

Q. What were his other duties? -A. That was practically 
all 


Mr. Manager SUMNERS. That is all. 

Mr. McKELLAR. Mr. President, I send a question to the 
desk. 

The PRESIDING OFFICER. The Senator from Tennes- 
see propounds an interrogatory, which the clerk will read. 

The Chief Clerk read as follows: 

Q. heny salary did Mr. Gilbert receive from the telegraph com- 
pany 

The WITNESS. $255 a month. 

The PRESIDING OFFICER. Are there any further ques- 
tions? If not, the witness will be excused. Summon the 
next witness. 

EXAMINATION OF GEORGE N. EDWARDS 

Mr. LINFORTH. Please call Mr. Edwards. 

George N. Edwards, having been duly sworn, was examined 
and testified as follows: 


1933 


By Mr. LINFORTH: 

Q. Mr. Edwards, you also have been confined in the hos- 
pital since you reached Washington?—A. I have. 

Q. Can you hear me distinctly? I ask you that because 
I understood your operation in the hospital was on the ear 
A. Yes; I can. 

Q. If you do not hear me distinctly, do not hesitate to say 
so. What is your occupation and where is your residence? 
A. Where is my what? 

Q. Residence. A. My occupation is fruit and vegetable 
canner. My residence is Berkeley, Calif. 

Q. Were you the receiver in the Golden State Asparagus 
case, so called?—A. I was. 

Q. How did you become receiver in that matter? Will you 
briefly state?—A. I was selected by the committee—creditors’ 
committee—to take charge of the Golden State affairs, and 
after I had been there about 3 or 4 days some complications 
arose regarding the bank that held collateral, warehouse- 
men’s receipts secured by a certain amount of collateral, 
also a second mortgage covering the balance of the prop- 


erty. 

Q. Mr. Edwards, may I be pardoned for interrupting? I 
just want at this time to ask by whom were you selected as 
receiver?—A. By Judge Louderback. 

Q. At whose recommendation were you selected?—A. The 
American Can Co. 

Q. The American Can Co., the plaintiff in the case?—A. 
Yes, sir. 

Q. Represented by what firm?—A. Lawyers? 

Q. Yes.—A. Chickering & Gregory. 

Q. Before you were appointed, did the American Can Co. 
and its representatives make any arrangement with you as 
to what your compensation should be?—A. They did. 

Q. What, per month, was that arrangement?—A. $1,000. 

Q. And you were their appointee as receiver?—A. Yes, sir. 

Q. And at their request Judge Louderback appointed 
you; is that right?—A. Yes, sir; I understand so. 

Q. Did you talk with Judge Louderback as to who you 
should have as your attorney?—A. No. 

Q. Let me repeat my question, Mr. Edwards, in case you 
did not get it. What talk, if any, did you have with Judge 
Louderback as to who should be the attorney for you as 
receiver?—A. Well, I will have to go back in order to explain 
it a little bit. 

Q. Will you do it, but do it briefly?—A. Well, when they 
applied out there for a receivership, the judge said that we 
could have either the attorney or the receivership, and we 
decided—the attorneys decided—on the receivership. Then 
the judge said that he would appoint an attorney, that he 
would not appoint any particular one, but he would give us 
a list of attorneys, would give me a list of attorneys, and 
I could choose one from them. So the next day I went out 
there to see the judge in his chambers, and he asked me, 
I believe, if I had any particular preference, and I said no, 
and he gave me the name of Dinkelspiel & Dinkelspiel. I 
might qualify that by saying that I did not know that I 
would have to take the matter up with Mr. Fox as to who 
would be a competent attorney to handle the matter, so he 
gave me the name of Dinkelspiel & Dinkelspiel and told 
me if they were not satisfactory to come back and he would 
give me another one. So I took that name down to Mr. Fox, 
of Chickering & Gregory, and he told me that he did not 
think we could have any better firm acting. 

Mr. LINFORTH. Mr. President, may I have the latter 
part of the answer read? 

The PRESIDING OFFICER. The reporter will read. 

The Official Reporter read as follows: 

So the next day I went out there to see the judge in his cham- 
bers, and he asked me, I believe, if I had any particular prefer- 
ence, and I said no, and he gave me the name of iel & 
Dinkelspiel. I might qualify that by saying that I did not know 
that I would have to take the matter up with Mr. Fox as to who 
would be a competent attorney to handle the matter, so he gave 
me the name of Dinkelspiel & Dinkelspiel, and told me if they 
were not satisfactory to come back and he would give me another 
one. So I took that name down to Mr. Fox, of Chickering & 


Gregory, and he told me that he did not think we could have any 
better firm acting. 
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By Mr. LINFORTH: 

Q. Did you then go to Dinkelspiel & Dinkelspiel, after 
getting that opinion from your own lawyer?—A. I did. 

Q. Did you employ them as your counsel?—A. I did. 

Q. Were they your counsel during the entire receiver- 
ship?—A. Yes, sir. 

Q. State in a few words what assistance or cooperation 
you got from them, and whether it was satisfactory. 
A. Well, I could not state in a very few words the assistance 
I got from them. I got their whole-hearted cooperation. 
For the first 6 or 8 months I was in communication with 
them every day, I would say. From my point of view I con- 
sidered them a very efficient and competent firm. 

Q. When it came to the question of an application for 
fees for yourself and for the attorneys, was that taken up 
by you gentlemen with Chickering & Gregory, the attorneys 
for the American Can Co., the plaintiff in the suit?—A. It 
was. 

Q. Did they make any objection to the amount of the 
fees to either one of you?—A. No. 

Mr. LINFORTH. Take the witness. 

Cross-examination by Mr. BROWNING: 

Q. Mr. Edwards, if I understand you correctly, when you 
were appointed receiver, Judge Louderback told you at that 
time he would give you a list of attorneys from which you 
could choose one. Is that correct?—A. Well, I would not 
say give me a list.“ I think there were two attorneys and 
myself there; and I just understood that it was not just 
going to be any individual attorney that he would pick out; 
it would be a number of ones we could choose from. 
Whether he actually told me he would give me a list or not 
I do not know. 

Q. In other words, you thought you were going to have a 
number of legal firms submitted to you to choose from?— 
A. Yes, sir. 

Q. When you actually came back to get the designation 
of your attorney, how many did he give you?—A. One. 

Q. Who was that?—A. Dinkelspiel & Dinkelspiel. 

Q. And you went back to Mr. Fox and asked him whether 
they would do?—A. Yes, sir. 

Q. And at that time Mr. Fox told you that was about as 
good as you could do, did he not?—A. Yes, sir. 

Q. In other words, he said to you at that time that that 
Was as good as the judge would give you?—A. No; he did 
not say it in that way. He said that he did not know a 
better firm of attorneys in San Francisco—I think those 
were his exact words—to handle a case of this character. 

Q. When did you pay Dinkelspiel & Dinkelspiel their fee in 
this case?—-A. I have never paid them the entire amount. 

Q. How much have you paid them?—A. Up to date? 

Q. Les.— A. $5,000. 

Q. When did you pay that?—A. Oh, at different times. I 
do not think I paid them over $500 at any one time. As I 
had surplus funds on hand, I would give them a check for 
$500. 

Q. Do you know the dates of those checks?—A. I do not. 

Q. Have you any way of finding out what it is?—A. Yes, 
sir. 
Q. Could you do it today?—A. No, sir. 

Q. Why have you not paid all of the fee in that case?— 
A. I have not had the funds available for that purpose. 

Q. Did you have any money in the estate at all at the 
time this fee was allowed?—A. Yes, sir. 

Q. Why was it not paid at that time?—A. Well, we had 
quite a few obligations outstanding which I created, and I 
did not want to take that out until after we had taken care 
of these other outstanding obligations. 

Q. Has the receivership run at a profit or at a loss? 
A. Up to date? 

Q. Yes.—A. I would say it broke about even. 

Q. Have the creditors gotten anything?—A. The secured 
creditors have. 

Q. Have the general creditors gotten anything?—A. You 
mean the unsecured creditors? 

Q. Yes.—A. The unsecured creditors have not. 
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Q. How much obligation do you owe to these unsecured 
creditors?—A. About $300,000. 

Q. Did the secured creditors get their money out of the 
sale of property on which they had the security? -A. Some 
of them did and some of them did not. 

Q. How much of them did not, but were paid from the 
funds of the operation?—A. Offhand, I would say about 
$50,000. 

Q. Can you approximate the date on which these fees 
were paid to Dinkelspiel & Dinkelspiel?— A. One of the first 
payments was made shortly after the court allowed it. The 
last one I made was just before I left for the East. 

Q. How much was the last one you paid?—A. $500. 

Q. How much was the first one you paid?—A. I am not 
sure, but I think it was $500. It may have been a thousand. 

Mr. Manager BROWNING. That is all. 

Mr. DILL. Mr. President, I desire to submit a question. 

The PRESIDING OFFICER. The Senator from Wash- 
ington propounds an interrogatory, which the clerk will 
read. 

The Chief Clerk read as follows: 

Q. What salary or income did you receive per month previous to 
your appointment as receiver? 

The WITNESS. $750 a month. 

Mr. DILL. I submit another question. 

The PRESIDING OFFICER. The clerk will read the 
question. 

The Chief Clerk read as follows: 

Q. How much money were you paid? 


The WITNESS. By whom? 

Mr. DILL. By the receiver, of course. 

By Mr. Manager BROWNING: 

Q. I think the member of the court means as receiver, out 
of the estate in which you have served.— A. I have been 
paid $750 a month since I have been acting. 

Q. How many months have you served?—A. Since Sep- 
tember 1930. 

Mr. DILL. Mr. President, I understood the witness to say 
that he would receive a thousand dollars a month as re- 
ceiver. My question was how much he was receiving in his 
own private business previous to his appointment. I do not 
know that he understood my question. 

The PRESIDING OFFICER. With that explanation of 
the interrogatory, let the witness answer, if he can. 

The WITNESS. I was employed by the Hunt Bros. Pack- 
ing Co. I had been running my own business from 1916 
to 1926. I sold out my business to the Hunt Bros. Packing 
Co. in 1926. They wanted me to stay with them, and I was 
simply spending my spare time around there. I did not have 
any particular job, and they paid me $750 per month as a 
sort of retainer. In addition to that, I had my own income 
of probably $15,000 a year. 

The PRESIDING OFFICER. Are there any further 
questions to be asked the witness? 

Redirect examination by Mr. LINFORTH: 

Q. You said that during the receivership you paid off the 
secured creditors. How much did you pay them off, in 
round numbers?—A. About $300,000. 

Q. I understood you to say that your attorneys told you 
that you could not get a better firm than Dinkelspiel & 
Dinkelspiel for this particular work. Was that the reason 
why you did not go back to the judge to get any other 
name?—A. It was. 

Mr. Manager BROWNING. I do not think his reason that 
he would want to give for his action at that time would be 
competent. 

The PRESIDING OFFICER. The Chair does not think it 
does any harm. Let it stand in the record. 

By Mr. LINFORTH: 

Q. One further question: Did you give to Judge Louder- 
back, or to anyone else, any part or portion of the fees that 
you have received as receiver in this matter? — A. I did not. 

Mr. LINFORTH. I have no further questions. 
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The PRESIDING OFFICER. If there be no further ques- 
tions on the part of the managers of the House, the witness 
will be excused. Let the next witness be summoned. 

STIPULATED TESTIMONY OF MAX THELEN 

Mr. LINFORTH. Mr. President, under stipulation entered 
into by opposing counsel, we now read the testimony of the 
witness Max Thelen, given at the preliminary hearings in 
San Francisco in September 1932. 

The PRESIDING OFFICER. Do the managers upon the 
part of the House agree to this stipulation? 

Mr. Manager BROWNING. Yes, sir. 

The PRESIDING OFFICER. Very well; then the testi- 
mony will be read. 

Mr. HANLEY read the testimony given by Max Thelen at 
the hearing before the special committee of the House of 
Representatives at San Francisco, Calif., September 6 to 
September 12, 1932, as follows: 


Max Thelen, being first duly sworn by the Chair, testified as 
follows: 

Direct examination by Mr. LAGUARDIA: 

Q. Your name? — A. Max Thelen. 

Q. You are an attorney and counselor at law?—A. Yes. 

Q. Practicing in the State of California?—A. Yes. 

Q. Where is your office, Mr. Thelen?—A. It is in the Balfour 
Building on California Street, corner of California and Sansome. 

Q. Where is your residence?—A. Berkeley. 

Q. You are familiar with certain facts of the Russell-Colvin Co. 
matter?—A. I am only familiar with certain facts. My firm was 
the attorney for the plaintiff, and-my partner, Mr. Marrin, did 
most of the detail work, but I am familiar with certain facts of 
what took place. 

Q. In the early stages of these proceedings did you have occasion 
to confer with Judge Louderback?—A. Yes. 

Q. Did you make memorandums of these conferences?—A. Yes; 
I did. 

Q. Do you require your memorandums to refresh your mem- 
ory?—A. Yes; because this is very sudden. I did not realize until 
just an hour or two ago that I was to be called, and I thought it 
wise to bring this memoranda along so that my recollection might 
be refreshed. 

Q. When were these memorandums made?—-A. On the same day 
on which these various transactions took place. 

Q. Immediately thereafter?—A. Well, there might be an hour 
or two intervening; just a short time. 

Q. And these memorandums contained what you at that time 
set down as your recollection of what transpired?—A. That is 
correct. 


Q. May I ask you to look at those memorandums to refresh 
your memory? 

[Witness complies.] 

A. I have them here. 

Q. Now, by refreshing your memory, will you be good enough to 
relate in your own way just what transpired between you and 
others in the matter of the application for a receivership in equity 
for the firm of Russell-Colvin & Co. with Judge Louderback 
around the lith of March 1930, and thereabouts?—A. The com- 
plaint in this case was filed on March 11, 1930, by my firm. We 
then went to the room of Judge Louderback’s secretary, and ar- 
rangements were made for a conference with him at 11 o'clock, 
At that time 

Mr. Haney (interrupting). Mr. Thelen, so that the chairman 
will get it, the records on file show it was the 10th. 

A. There were several complaints filed, Mr. Hanley. 

Mr. Han ey. All right, let's get no. 1 file. 

A. We went to Judge Louderback’s office at 11 o'clock. At 
that time there went into his office Mr. Marrin, my partner; Mr. 
Francis Brown; Mr. Guy Colvin; Mr. Berlinger; and Mr. Strong, 
of Hood & Strong; and Mr. Lloyd Dinkelspiel. 

We requested—that is, the attorneys for the plaintiff—requested 
the appointment of Mr. Addison G. Strong as receiver, and that 
request was concurred in by the other counsel who were present. 
Mr. Strong had been particularly familiar with the affairs of the 
stock exchange, and had been familiar with the affairs of this 
particular concern, and we thought that he was well qualified to 
act as receiver. 

Judge Louderback agreed to appoint Mr. Strong as receiver on 
his filing of bond in the sum of $50,000, and also the plaintiff's 
filing of the bond in the sum of $50,000 to protect any creditors 
who might be injured by the appointment of a receiver. My 
memorandum of March 11 then contained these remarks: 

“ Judge Louderback emphasizes the proposition that Mr. Strong 
will be an officer of the court and that he must confer with the 
Judge in the matter of the appointment of his attorney. The 
judge asked Mr. Strong whether he had selected any attorney, 
and particularly whether he had selected any of the attorneys 
who were there present in the room. Mr. Strong said no, that 
he had not. Judge Louderback also insisted on the dismissal of 


case no. 2594, which had preceded case no. 2595, before the re- 
ceiver should be appointed in the latter case. After leaving Judge 
Louderback’s courtroom, the attorneys conferred, and it seemed 
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that it would be impossible to raise a bond of $50,000 for the 
plaintiff, so the attorneys returned to Judge Louderback’s cham- 
bers and he thereupon consented to reduce the amount of the 
plaintiff's bond to $10,000.” 

And by this time it was 12:30. The next memorandum I have 
is dated March 13. It recites that about 9:20, Miss Berger, who 
was Judge Louderback's secretary, phoned that the judge would 
agree to see either Mr. Marrin or myself at 12 o'clock, and it 
developed later that a similar message had been sent to Mr. 
Frank Brown, so the three of us called on the judge at 12 o'clock 
and he told us—and I am referring constantly to my memo- 
randum because I think that would be far more satisfactory. I 
think you understand now that I haven’t the recollection of what 
took place several years ago. My memorandum states: 

“The judge told us that he was dissatisfied with the attitude 
of Mr. Strong, and that he had failed to keep an engagement to 
return to see him the afternoon before, and that instead of that, 
a member of the Heller firm had called upon the judge, and then 
said that he regarded Mr. Strong's signature to a petition to have 
the Heller firm appointed as his attorney as an attempt to force 
the judge’s hand, and thereupon the judge said that he had sug- 
gested to the receiver the possible appointment of other counsel 
besides the firm of Pillsbury, Madison & Sutro, or the firm of 
Sullivan, Sullivan & Theodore J. Roche, but that the receiver did 
not regard either of those suggestions favorably.” 

My memorandum says: 

“The judge did not say anything of having mentioned to the 
receiver the name of Douglas Short or of Keyes & Erskine. The 
judge said that he had decided that he would not go along with 
Mr. Strong as receiver, but he had asked him to come back at 12:45, 
at which time he would permit him to sign a resignation which 
the judge had already prepared. The judge said that if Mr. Strong 
did not sign that, he would then immediately make an order 
removing Strong as receiver, and that he would serve a certified 
copy thereof on the receiver. The judge further said that he had 
given careful consideration to the selection of some other man as 
receiver whose ability and standing would be above reproach, and 
that there had occurred to him the name of H. B. Hunter, who 
was connected with the firm of William Cavalier & Co. The judge 
said that Mr. Hunter was a juror in his court and also that he 
had been recommended to him by Mr. Sidney L. Schwartz, who 
was the former president of the San Francisco Stock Exchange. 
The judge asked us whether we knew anything against Mr. Hunter. 
He gave us until 4 o'clock to make inquiries and advise him, if 
we so desired, concerning Mr. Hunter. We all three took the posi- 
tion that if any error had been committed, that it was not an error 
on Mr. Strong's part.” 

And I am again quoting from my memorandum: 

Mr. Brown pleaded for a reconsideration of the judge's decision 
as to Mr. Strong, but the judge would not change his mind. He 
said that if Mr. Strong was retained and the judge did not permit 
the Heller firm to be his attorneys, it would put the judge in an 
embarrassing position, and he said that the only way to handle the 
matter is to cut the Gordian knot by getting rid of Strong as 
receiver. The judge further said that it would be entirely agree- 
able to him or this firm (meaning my firm, Thelen & Marrin) to 
dismiss the pending proceeding, thereby getting rid of the entire 
matter, but our firm of course could not consent to such action 
for the reason that we knew that in the interest of the creditors 
and the partnership a receiver was necessary, and so we could not 
dismiss the proceeding. Judge Louderback further said that a 
number of names had been suggested to him for receiver and that 
two parties who had consulted him in the corridor had suggested 
the appointment of William A. Sherman, former master of the 
Masonic lodge in San Francisco, but the judge added he could not 
think of appointing Mr. Sherman for the reason that his attorneys 
are Joseph McEnerney and Samuel Shortridge, Jr. The judge 
further said that he would ask Mr. Hunter, if he decided to invite 
him to serve, whether any attorney had spoken to him about the 
matter, and that he would then let him go his own way. He 
further said that if Mr, Strong resigned, he would withhold notice 
of the action until 4 o'clock. At that time he might announce 
the appointment of H. B. Hunter, but that if Mr. Strong refused to 
resign and the judge made an order removing him, he would file 
such order promptly.” 

At 12:45 we three—that is, my partner, Mr. Marrin, Mr. Brown, 
and myself—left the judge with the understanding that we might 
communicate to him anything which we desired to say concerning 
Mr. Hunter prior to 4 o'clock, but as we went out we noted Mr. 
Strong in the anteroom, apparently awaiting his turn. 

3 next memorandum is likewise dated March 13, 1930, and 

“About 1:40 that afternoon Miss Berger, Judge Louderback’s 
secretary, phoned while I was out of the office asking that we call 
her about 3 o'clock, and shortly after 3 o'clock I came into the 
office and Miss Berger put me on Judge Louderback’s phone. The 
Judge said that he wanted me to know that Mr. Strong had first 
attempted to straighten out the situation and had admitted that 
he had done wrong, but (this is the judge’s language to me) after 
that he did not intend to resign, and had been told by his attor- 
neys not to resign. The judge said that Mr. Strong had stated 
that he considers that he owes allegiance to his attorneys and not 
to the court.” 

This action is what the judge told me. 
tinues—of course this is hearsay— 
3 judge thereupon made and filled his order discharging 


My memorandum con- 
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This is a matter that is not within my personal knowledge. 
Now Mr. LaGuardia, those are my only memorandums that brought 
on the initiation of this matter. After that, my partner, Mr. 
Marrin, did practically all the work that was done by our firm. 
But I do want to make one comment that bears on the angle of 
the fees of the receiver and of counsel for the receiver. I heard 
testimony here this afternoon that all the attorneys had agreed to 
those fees, and I want to make it perfectly clear that the firm of 
Thelen & Marrin never did agree to any fees that were requested 
by the receiver or his counsel or to the fees that were finally 
allowed by the judge. I want the record to be perfectly clear 
that this firm made no such agreement. I know other facts in 
connection with the fixing of the fees, but I don’t know whether 
you are interested, so I have not mentioned them. 

Q. You state that you did not consent to the fees asked?— 
A. We did not consent to any fees asked for by the receiver or by 
his counsel, and I can expand on that if you desire. 

Q. Well now, Mr. Thelen, haye you made careful in as 
to the amount of work that was required to liquidate this part- 
nership?—A. Well, I am sorry that I have not. My was 
very much more familiar with the affairs of the entire liquidation, 
and he would probably know about it, but as I say, I was in on 
the beginning, then he did the rest, and I just came in later 
toward the end. 

Q. Just what is it you would like to add concerning these 
fees?—A. What I would like to add is this, in exemplification of 
the comment I made, that we had never agreed to those fees. 
Shortly before the matter of the fees came before the court, our 
firm was, of course, advised as to the demands which would be 
made or the requests which would be made by the receiver and by 
his counsel, and my partner came into the room to discuss what 
position our firm should take in connection with that matter. 
Mr. Marrin expressed the opinion that the fees that were being 
asked were extremely high, and he was bothered to know as to 
whether this firm owed an obligation to contest those fees. We 
analyzed the situation and came to this conclusion, as far as one 
of our clients, the plaintiff Olmstead, is concerned, that he was 
to get practically everything for which he had asked. His securi- 
ties were going to be returned to him, so that he had practically 
no interest in the question of the amount of the fees. 

We had another client who was in a different position and who 
did have an interest. He had a large claim. I think it was at 
least partly not secured, and we decided that the right thing to do 
was to ask that client as to what position we should take in con- 
nection with the fees that were being asked for the recelver and 
his counsel, and we did so and pointed out to him—that is, my 
partner did this—that in case we should be overruled by the court 
and it should be necessary finally to appeal to the next higher 
court considerable expense would be involved, and finally our 
client told us that it would not be necessary for us to take any 
position in opposition to those fees. 

Now, furthermore, later on, when the question of fees came 
before the court, there were many conferences in the corridor, 
about which I heard some reference this afternoon, and I want 
to make it perfectly clear that I never agreed, either in the 
conferences or in this court room, to the fees that were finally 
fixed for the receiver and his counsel. 

I have no legal interest in the matter, but I make that state- 
ment here because I considered it extremely high. I want the 
record to be perfectly clear on that subject. 

Q. When Judge Louderback suggested to you to dismiss the 
petition, a previous petition had already been dismissed in this 
matter, had it not, Mr. Thelen?—A. Yes. There had been a 
former complaint, which I think had been then dismissed. In 
any event, before our receiver was finally appointed and qualified 
I believe that prior complaint was dismissed. 

Q. So that the only matter before the court was the applica- 
tion then pending in which Mr. Strong had been appointed re- 
ceiver and was officially receiver at that time?—A. That is correct. 

Q. The partnership had already been suspended from the San 
Francisco Stock Exchange?—A. Yes; that had been done before 
our complaint was filed. 

Q. That was common knowledge?—A. Yes; the newspapers were 
full of it. 

Q. So that a compliance with the request of Judge Louder- 
back to dismiss your petition, the only petition then pending, 
in order to eliminate an unpleasant situation, would have caused 
a great deal of confusion and loss to some of the creditors, would 
it not?—A. I did not mean to say that Judge Louderback had 
requested that we dismiss the complaint, but he suggested that 
if we dismiss the complaint the entire matter would be solvable. 
I don't believe he made the direct request that we dismiss it. 

Q. You were in the judge’s chambers, were you not?—A. That is 
correct. 

Q. And there were several attorneys before the judge of the 
court?—A. That is correct. 

Q. With due deference to the judge in chambers, the same as 
on the bench. Attorneys always so conduct themselves, do they 
not? — A. Yes. 

Q. So that the hint was thrown out by the judge that if the 
complaint were dismissed it would solve all of this trouble con- 
cerning the recelver?—A. My memorandum says: 

“ The judge said it would be entirely agreeable to him if this firm 
should dismiss the pending proceeding, thereby getting rid of the 
entire matter.” 

Q. And leaving the creditors, and leaving the situation at the 
mercy of the partners or some of the creditors, with the firm 
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suspended from the stock exchange, and this information already 

having gone out? 

ae Haney. That is argumentative. He has stated what was 
d. 


Mr. LaGuarDIa. I think you are right. 

Cross-examination by Mr. HANLEY: 

Q. Mr. Thelen, on the desk of the chairman is the original peti- 
tion. It shows the filing date as of the 10th day of March.—A. 
There may te an error of a day there, Mr. Hanley. 

Q. Were you present when the papers were both filed?—A. Yes. 

Q. Were they filed—the number of this case is 2595-L—“L” 
meaning Judge Louderback—and the former case that was dis- 
missed was 2594-S—"S” meaning Judge St. Sure. They were 
filed simultaneously, were they?—A. I think that is correct. 

Mr. HANLxTr. I think that is all. 


RECESS 

The PRESIDING OFFICER. May the Chair suggest to 
the Senator from New Mexico [Mr. Bratton] in the absence 
of the Senator from Arizona [Mr. AsHurst] that it might 
be well to move a 10-minute recess, 

Mr. BRATTON. Mr. President, I move that the Senate 
take a recess for 10 minutes. 

The motion was agreed to; and (at 3 o’clock and 25 min- 
utes) the Senate, sitting as a Court of Impeachment, took 
a recess for 10 minutes. At the conclusion of the recess the 
Senate, sitting as a court, reassembled. 

EXAMINATION OF SAMUEL M. SHORTRIDGE, JR. 

Mr. LINFORTH. Please call Mr. Shortridge. 

Samuel M. Shortridge, Jr., having been duly sworn, was 
examined and testified as follows: 

By Mr. LINFORTH: 

Q. Will you please state your name, occupation, and resi- 
dence?—A. Samuel M. Shortridge, Jr., attorney at law, 
Menlo Park, Calif. 

Q. Are you a son of the former Senator of the same name 
from California?—A. I am; yes, sir. 

Q. Do you know the respondent, Judge Louderback?—A. 
I do. 

Q. How long have you known him?—A. About 10 years. 

Q. And what has been the extent of your acquaintance- 
ship with him?—A. Very casual. 

Q. During the time that he was judge of the State court 
during a term of 8 years, were you appointed to any office 
by him?—A. I was not. 

Q. During the time he has been Federal judge, covering a 
period of 5 years, did you receive any appointments from 
him?—A, Yes, sir; two. 

Q. Do two appointments cover your entire appointments 
during the 5 years that he has been Federal judge?—A. Yes, 
sir. 

Q. What were those two cases?—A. H. G. Lane & Co. and 
the Lumbermen's Reciprocal Association. 

Q. In either one, did he fix the amount of your compensa- 
tion?—A. He did not in the Lane case, but he did in the 
Lumbermen’s case. 

Q. Did he receive any part or portion of any compensa- 
tion awarded to you in either one of those cases?—A. He did 
not. 

Mr. LINFORTH. You may take the witness. 

Cross-examination by Mr. Manager BROWNING: 

Q. What other receivership matters, Mr. Shortridge, have 
you had in the Federal court? 

Mr. LINFORTH. One minute. We object to the question 
as not cross-examination and utterly immaterial to this 
inquiry. 

The PRESIDING OFFICER. The Chair thinks that is 
correct. The objection is sustained. 

Mr. Manager BROWNING. Mr. President, do I under- 
stand that I will not be permitted to go into anything except 
these two cases with this man to show his relationship with 
the Federal court? 

The PRESIDING OFFICER. The present occupant of the 
chair would be bound to hold that it would not be proper 
cross-examination in connection with the evidence that has 
already been brought out by the counsel for the respondent. 

Mr. Manager BROWNING. When he is presented as a 
witness, I understand that we have a right to test his rela- 
tionship to the Federal court when that is the question 
involved. 
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The PRESIDING OFFICER. Precisely; but. 

Mr. LINFORTH. May I add a word? 

The PRESIDING OFFICER. Just a second. The Chair 
believes that the ruling is correct. 

Mr. Manager BROWNING. Very well, sir. 

By Mr. Manager BROWNING: 

Q. What was your fee in the H. G. Lane case?—A. $10,000. 

Q. When did you get that fee—what date?—-A. Along in 
the spring of 1929. 

Q. Do you know what month?—A. It was either May or 
June, I believe. I am not positive. 

Q. Did this fee go into your firm?—A. No, sir. 

Q. Where did you put it?—A. In the bank. 

Q. Have you a safe-deposit box?—A. I have; yes. 

Q. Did any of it go into that?—A. No, sir. 

Q. In the Lumbermen’s Reciprocal Association case there 
was an appeal taken to the circuit court on your appoint- 
ment as receiver, was there not?—A. Yes, sir. 

Q. The circuit court reversed the respondent in his hold- 
ing that you were rightful receiver, and sent the case back 
to be turned over to the State commissioner, did it not?— 
A. Yes, sir. 

Q. And an order was made by the respondent to turn the 
estate back to the Commissioner of Insurance for the State 
of California?—A. It was. 

Q. Do you recall the provision in that matter—— 

Mr. LINFORTH. Just one moment, may it please the 
Presiding Officer. We submit that this is not cross-exami- 
nation in any sense of the word. 

The PRESIDING OFFICER. The Chair would suggest 
that this may have to do with testing the credibility of the 
witness; and counsel can go into that matter in any fiduci- 
ary relationship the witness has had, except that it must 
be connected with this respondent, as the Chair under- 
stands the law. 

As the questions were asked by counsel for respondent, 
and as the Chair understands the law to be, the managers 
for the House may go into any question connected with this 
witness’s relation with the respondent in connection with 
these receiverships; but so far as receiverships are con- 
cerned with which this respondent has nothing to do, and 
clear outside of the record, the Chair has ruled on that 
question. Therefore the objection will be overruled. 

Mr. LINFORTH. Mr. President, my main thought in 
making the objection was in the interest of time, as I am 
trying to conclude today, if possible. 

The PRESIDING OFFICER. The Chair is interested in 
that suggestion also, and the Chair is satisfied that counsel 
for the respondent will do the best possible to save time. 

Mr. Manager BROWNING. Mr. President, the suggestion 
comes rather late from counsel. 

By Mr. Manager BROWNING: 

Q. You recall the provision in the order that it will be 
turned over only on condition that there would be no appeal 
taken from the fees awarded counsel?—A. I never saw the 
order. 

Q. But you do know that is in the order, do you not?— 
A. I have been so advised since then. 

Q. Appeal was taken from the allowance of fees, was it 
not?—A. It was. 

Q. How much in fees did Judge Louderback allow to you 
in the Lumbermen’s Reciprocal case?—A. Six thousand 
dollars. 

Q. How much to your counsel?—A. Six thousand dollars. 

Q. That was paid by you as receiver out of the assets of 
this concern?—A. It was. 

Q. Since that time an order has been made on you, be- 
cause of the partial reversal of that allowance on the second 
appeal, to pay a portion of the fee back, has it not?—A. I 
have seen something about it in the newspapers, but I have 
had no formal order served on me. 

Q. Have you been made acquainted with the opinion that 
was rendered last September reversing, partially at least, the 
order of respondent in allowing fees?—A. I read it in the 
advance reports, 
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Q. It does what?—A. I read the opinion in the advance 
reports. 

Q. You know that it requires a portion to be paid back?— 
A. So I understand. 

Q. You have not returned that fee, have you?—A. I have 
not been called upon to do so. When I am called upen I 
will do so, naturally. 

Q. Do you mean to say the mandate has not come down 
from the circuit court?—A. The last I heard of it was about 
2 months ago, when I was home very ill, and I read some- 
thing about it in one of the newspapers, that Mr. Guerena, 
the attorney for the insurance commissioner, was getting 
out some writ in the State supreme court. 

Q. Do you not know that, at the solicitation of your counsel 
in that case, the respondent has made an order, since that 
mandate came down from the court of appeals, calling for 
that to be paid within 30 days from that order which he 
made, and that 30 days has long since expired, has it not?— 
A. It has; yes. 

Q. What part of your fee were you asked to refund?—A. 
One half. 

Q. And how much of your expenses?—A. You mean in 
percentage? 

Q. In amount.—A. I think it amounted to around $2,000, 
I believe it was. 

Q. How long have you known W. S. Leake?—A. He once 
told me that he first saw me when I was 2 days old. 

Q. In fact, you have known him practically all your life?— 
A. Yes. 

Q. You have been a patient of his?—A. In a way. 

Q. What do you mean by “in a way 2—A. My mother 
has been a semi-invalid for 25 years. Mr. Leake has treated 
her for about 10 or 12 years. She has been in a very nervous 
condition, nervous prostration, and I would go to see Mr, 
Leake, consulting him about my mother’s health, and—I 
guess this is off the record—but she used to ask him to have 
me treated, to try to have me stop smoking cigarettes. 

Q. Is that the only trouble you have ever been treated 
for?—A. By him; yes. 

Q. Did you pay him for that?—A. Yes; but he was not 
successful, 

Q. How much money have you paid Mr. Leake for that?— 
A. For that? 

Q. Yes.—A. Nothing. 

Q. How much money have you given him over this course 
of years that he has been treating either you or your 
mother?—A. Oh, maybe $1,500. 

Q. Did you pay him in cash or by check?—A. Once or 
twice by check, and then my mother would give me envelopes 
to give to him; it may have been cash in them, or it may 
have been a check—one of my mother’s checks. 

Q. But you knew it was compensation to him?—A. It was; 
yes. 

Mr. Manager BROWNING. I believe that is all. 

Mr. LINFORTH. Just one question, with your permission, 
Mr. President. 

Redirect examination by Mr. LINFORTH: 

Q. When the fee for $10,000 was allowed to you in the Lane 
case, what judge allowed it?—-A. Referee in Bankruptcy T.J. 
Sheridan, sitting as a special master in equity, fixed the fee. 

Mr. LINFORTH. No further question. 

Recross-examination by Mr. BROWNING: 

Q. That was under an appointment, though, made by 
Judge Louderback?—A. It was. 

Mr. Manager BROWNING. That is all. 

The PRESIDING OFFICER. The witness will be excused. 

The witness retired from the stand. 

EXAMINATION OF HARRY L. FOUTS (RECALLED) 


Mr. LINFORTH. Call Harry L. Fouts. 

Harry L. Fouts, heretofore sworn as a witness, was re- 
called and testified as follows: 

By Mr. LINFORTH: 

Q. Mr. Fouts, you have already testified that you are one 
of the deputy clerks in the ninth circuit, northern district 
of California?—A. That is correct. 
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Q. Have you examined the records to ascertain, during 
the 5 years that Judge Louderback has been a judge of that 
department, in how many cases he has appointed re- 
ceivers?—A. In 10 equity cases, 16 bankruptcy cases. 

Q. Have you examined the records for the purpose of 
ascertaining whether or not, prior to the filing in the Rus- 
sell-Colvin case, there was ever a double filing made be- 
fore?—A. I have. 

Q. How far back did you examine the records?—A. I went 
back to the beginning of the equity dockets. That was 
about 1912. 

Q. Did you find any such situation except in this one 
case?—A,. This is the only instance it has ever been done. 

Mr. LINFORTH. Take the witness. 

Cross-examination by Mr. Manager SUMNERS: 

Q. Have you found any double filing in bankruptcy 
cases?—A. No; I have not. 

Q. You do not find any of the number of gentlemen who 
are referred to in connection with receivership or attorney- 
ship in any but the five cases with which you are familiar, 
the ones to which the inquiries are being directed?—A. No; 
I do not believe they are connected with any of the other 
cases. 

Q. What is the largest amount, either as a fee for attorney 
or as a fee for receiver, you found in the other equity cases? 

Mr. LINFORTH. We object to that as not being cross- 
examination in any sense of the word. 

The PRESIDING OFFICER. The objection will be over- 
ruled. Answer the question. 

The WITNESS. The largest amount I know of for any 
receiver amounted to $70,000. 

By Mr. Manager SUMNERS: 

Q. What case was that?—A. That was in the receivership 
of the Western Pacific Railroad Co. 

Q. Was that a case in which Judge Louderback appointed 
the receiver?—A. No; that was back in 1915 or 1916. 

Q. That was with reference to a Pacific railroad com- 
pany, was it not?—A. With reference to what? 

Q. A receivership with reference to a Pacifiè railway com- 
pany?—A. Western Pacific Railway Co.; yes. 

Q. Have you a list of the 10 cases as to which you have 
examined the record concerning which Judge Louderback 
appointed receivers or attorneys?—A. I can produce a list 
of those cases. I have not it with me. 

Q. Perhaps this would refresh your memory: Pioneer 
Fruit case, Fageol Motors case, Lumbermen's case, Asparagus 
case, Sempel-Cooley case, the Prudential case, the Russell- 
Colvin case, and the Sonora case. Do you remember the 
other cases?—A. I think three of those cases you mentioned 
are bankruptcy cases, and not equity. 

Q. They were all instituted in equity cases, were they 
not?—A. No; that is not true. The Sonora case and the 
Sempel-Cooley case were both bankruptcy in the original 
filing. I think one other. 

Q. Will you get a list of the cases to which you refer?— 
A. Yes; I can produce that. 

Mr. Manager SUMNERS. That is all. 

The PRESIDING OFFICER. Are there any further ques- 
tions? If not, the witness will be excused. 

The witness retired from the stand. 

The PRESIDING OFFICER. Are counsel prepared to 
proceed further? 

Mr. LINFORTH. I desire to ask the witness a question 
or two in redirect examination. 

The PRESIDING OFFICER. Let the witness be recalled. 


EXAMINATION OF HARRY L, FOUTS (RECALLED) 


Harry L. Fouts, having been heretofore duly sworn, was 
recalled and testified as follows: 

By Mr. LINFORTH: 

Q. Mr. Fouts, opposing counsel asked you with reference to 
amounts allowed in receivership cases. Are you familiar 
with the case of the First National Bank of Medford against 
the Stewart Fruit Co.?—A. Yes; I am. 

Q. Did you examine the record in that case?—A. I did. 
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Q. In that case, how much were the assets?—A. I think it 
is a little over a million dollars. 

Q. A million ninety-four thousand; is that right?—A. That 
is about it. 

Q. Who were the receivers in that case; do you recall?— 
A. E. G. Potter. 

Q. How much was allowed as receiver’s fees in that case?— 
A. If I remember right, it is about $48,000. 

Q. Who were the attorneys for the receiver in that case, 
if you recall?—A. I think it is Pillsbury, Madison & Sutro. 

Q. Merely to refresh your memory, was it Knight, Boland 
& Christen?—A. Yes; Knight, Boland & Christen. 

Q. How much were the fees allowed to them in that case, 
which concerned approximately a million ninety-four thou- 
sand dollars?—A. I do not recall the exact amount now. 

Q. In round numbers?—A. I think it is around forty to 
forty-five thousand dollars, and besides that, they were al- 
lowed $75 for every day in court, plus 10 percent of all col- 
lections made. 

Q. Does it refresh your memory if I call your attention to 
a record where the aggregate fees were $48,606?—A. I know 
that it is very nearly that. 

Q. That matter was not before Judge Louderback, was 
it?—A. No; those fees were allowed by both Judge St. Sure 
and Judge Kerrigan. 

Mr. LINFORTH. No further questions. 

Mr. Manager SUMNERS. Mr. President, it is understood 
that this witness is excused, with the privilege on our part 
of calling him tomorrow when he shall have gotten data. 

The PRESIDING OFFICER. Very well. The witness will 
be excused, subject to being recalled tomorrow. 

WITNESS MALING—SERVICE OF SUBPENA 


The PRESIDING OFFICER laid before the Senate, sit- 
ting as a court, a communication from the Sergeant at Arms, 
which was read, as follows: 

[Chesley W. Jurney, Sergeant at Arms; J. Mark Trice, Deputy 
Sergeant at Arms and Storekeeper] 


SENATE OF THE UNITED STATES, 
OFFICE OF THE SERGEANT AT ARMS, 
May 20, 1933. 
Hon. JOHN N. GARNER, 
Vice President and President of the Senate, 
Washington, D.C. 

My Dear Mr. VICE PRESIDENT: There is attached hereto a sub- 
pena for Walter G. Maling, of San Francisco, Calif., which was 
ordered by the Senate on May 18, 1933. — subpena has been 
duly served and return made according to law. 

Respectfull 


X (Signed) CHESLEY W. JURNEY, 
Sergeant at Arms. 
EXAMINATION OF WALTER G. MALING 

Mr. LINFORTH. Mr. President, we should like to call 
Mr. Walter G. Maling. 

Walter Maling, having been duly sworn, was examined 
and testified as follows: 

By Mr. LINFORTH: 

Q. Would you please state your name, your residence, 
and your occupation?—A. Walter G. Maling, Mill Valley, 
Calif.; clerk of the United States District Court for the 
Northern District of California. 

Q. How long, Mr. Maling, have you been clerk of that 
court?—A. Since 1912. 

Q. Continuously?—A. Continuously. 

Q. Have you examined the records to determine when, if 
at all, before the filing of the two complaints in the Russell- 
Colvin case such a condition ever existed before—that is, of 
two filings being made?—A. I have examined the records. 

Q. And did you find any?—A. I did not find one; I found 
no such thing . 

Q. How far back did you examine?—A. I went back care- 
fully about 4 or 5 years; and then I discussed this with my 
assistants, who had been there for a long time, and a num- 
ber of us looked through the various dockets quite quickly, 
but we found no such case; and we were all satisfied, from 
our knowledge of the business there, that no such situation 
had existed before. 

Q. Do you know Mr. Marrin, the attorney of the firm of 
Thelen & Marrin?—A. I do 
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Q. Did you know him at the time of the filing of the two 
complaints or the one complaint, the first one in the Russell- 
Colvin matter?—A. Well, I knew him slightly. I did not 
know him as well as I do some of the other counsel. 

Q. Upon the filing of the first complaint in that matter, 
which the record here shows went to Judge St. Sure’s de- 
partment, did you then or at any other time tell him that 
no judge present would act for Judge St. Sure in such a mat- 
ter during his absence?—A. I have no recollection of it, and 
I am satisfied that he is mistaken if he thinks I said that. 
He must have misunderstood me, because I never would haye 
made such a statement to any counsel to that question or 
answer it in that way. I have never undertaken to say what 
any judge would do in the matter of making an order. 

Q. According to your best recollection, no such conversa- 
tion took place?—A. I am satisfied that if we had a conver- 
sation, he misunderstood my statement, because I never 
would have said that. 

Mr. LINFORTH. Take the witness. 

Cross-examination by Mr. Manager BROWNING: 

Q. In checking over these equity cases, did you make a 
note of any of them where one judge acted for another in 
his absence?—A. Yes; I did note that. I noted that from 
the time that Judge Louderback was appointed down to the 
Russell-Colvin case. In those cases I looked particularly to 
see to whom the case was assigned and who had made the 
order appointing the receiver. 

Q. Well, is it not a fact that each one was appointed re- 
ceiver by the one to whom it was assigned?—A. From the 
date that Judge Louderback went on the bench up to the 
time that the Russell-Colvin case was filed we had only 
about a dozen or 15 equity receivership cases, and in all 
those cases the appointment of the receiver was made by 
the judge to whom the case was assigned. I am speaking 
about equity receiverships. 

Q. How many did they haye—how many equity receiver- 
ships?—A. I cannot tell you the exact number, but it was 
about a dozen or 15, I should say. I could check up on that 
possibly by some data that I have here. 

Mr. Manager BROWNING. That is all. 

The PRESIDING OFFICER. Are there any other 
questions? If not, the witness will be excused. 

(The witness thereupon retired from the stand.) 

DEPOSITION OF LLOYD ACKERMAN 


Mr. LINFORTH. We now read the deposition of Lloyd 
Ackerman taken by consent in San Francisco. 

Mr. HANLEY read the direct examination as appearing in 
the deposition, as follows: 

U.S.S. EXHIBIT N 

Lloyd Ackerman, called on behalf of Harold Louderback; sworn. 

By Mr. LINFORTH: 

Q. Mr. Ackerman, what is your profession, please?—A. I am an 
attorney at law. 

Q. And you have been following that profession for a good many 
years?—A. Yes; I have. 

Q. In San Francisco and elsewhere?—A. Yes. 

Q. Are you acquainted with Addison G. Strong?—A. Yes; I am. 

Q. Did you know him in the month of March 1930?—A. I did. 

Q. And prior to that time?—A. I did. 

Q. About the 9th of March 1930 did you have a conversation 
with him about your acting as his attorney in the event that he 
should be appointed receiver in the Russell-Colvin case, so- 
called?—A. I did. 

* Q. Where did you have that conversation? —A. It was at my 
ome. 

Q. Where was that, Mr. Ackerman? —A. I live at 3080 Pacific 
Avenue, San Francisco. 

Q. Can you state when that conversation took place with refer- 
ence to the time the order was made appointing him a receiver in 
that matter?—A. I am under the impression it took place the 
night prior to his application for appointment as receiver. 

Q. And by use of the expression that you have just made that 
you are under the impression, is that your best recollection?— 
A. Yes. 

Q. Will you please state what the conversation was you had 
with him at that time and place on that subject?—A. Mr. Strong 
stated that he had been selected by the San Francisco Stock Ex- 
change to act as receiver of Russell-Colvin & Co., and that he an- 
ticipated being appointed receiver, I think it was the following 
day; it may have been possibly the day succeeding the following 
day; he said he had given the matter some thought with 
to his legal counsel, and was desirous of knowing whether I would 
be willing to act as his counsel, 
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Q. What did you say in reply, if anything?—A. I replied that I 
should like to give the matter some thought; that if he would give 
me his telephone number, I would call him on the phone that eve- 
ning—I think it was Tuesday night—and let him know what my 
decision was. I called him back later and informed him that I 
would accept the appointment. 

Q. Did you subsequently hear from him again on that same sub- 
jJect?—A. I heard from him on the following day. 

Q. Was that after his appointment?—A. I think it was prior to 
his appointment. 

Q. So that both of your conversations with him were prior to 
his appointment?—A. Yes. 

Q. Where was the second conversation that you had with him?— 
A. I think it was on the telephone while I was at my office; he 
called me up on the telephone. 

Q. And what did he say to you, if anything, on the subject of 
your acting as his attorney in the event of his receiving the ap- 
pointment?—A. He said that he was in a situation of some embar- 
rassment; that he learned after consultation with the attorneys for 
the San Francisco Stock Exchange in the morning of the day that 
he spoke to me—that was subsequent to my conversation with him 
on the preceding evening—he learned that the counsel for the 
San Francisco Stock Exchange expected to act as his counsel as 
receiver, and he felt under obligation to me in the matter, and 
that it was an awkward situation for him; and I replied that he 
need not consider me in the matter at all, that I was entirely will- 
ing to eliminate myself, and that he should make whatever selec- 
tion his interests dictated without consideration of any obligation 
that he might have to me. 

Q. Did he say who the attorneys were for the San Francisco 
Stock Exchange? —A. Heller, Ehrmann, White & McAuliffe. 

Q. Did he say in that talk with you whether or not he had 
already been in communication with those lawyers?—A. Yes; he 
stated he had been in communication with those attorneys prior 
to his telephone conversation with me. That, of course, was the 
origin of his information that he was in an awkward position in 
the matter. 

Mr. LINFORTH. You may take the witness. 


Mr. Manager PERKINS read the cross- examination as ap- 
pearing in the deposition as follows: 


Cross-examination by Mr. PERKINS: 

å Q. How long had you known Mr. Strong?—A. I should say for 
years. 

Q. Had you ever acted as his attorney?—A. I never did. 

Q. Do you know why he first spoke to you about acting as his 
attorney?—A. I know what he told me, Mr. Perkins; he said that 
he wished to select counsel who had had experience in stock 
brokerage law. He selected me because of the fact that he was 
under the impression that I was expert in that field of the law. 

Q. Was he correct in his thought about that?—A. I will leave 
that to my critics. 

Q. Well, you had had a good deal of experience in stock broker- 
age law, had you?—-A. Yes. I have been closely connected with 
the brokerage business for a period of more than 10 years. A great 
deal of my practice is in that field. 

Q. Are you certain as to whether the second conversation was 
before or after his appointment as receiver?—A.I am quite cer- 
tain it was before his appointment. 

Q. That was a conversation over the telephone?—A. Yes. I am 
not sure, Mr. Perkins, I am rather of the recollection now that it 
‘was a personal interview. He came to my office. I am quite sure 
he did. — 

Q. What was the date of the month of the second conversa- 
tion?—A. It was either the same day or the day preceding his 
appearance before Judge Louderback for qualification as receiver. 

Q. Can you fix the date in the month?—A, Can you tell me the 
date of his appointment? 


Mr. Manager PERKINS. Mr. President, certain colloquy 
then appears. Shall I read that, or merely the testimony 
itself? 

The PRESIDING OFFICER. The Chair will suggest that 
the manager may do as he chooses about that. If he reads 
the record, that is the important thing for the Senate sitting 
as a court. 

Mr. Manager PERKINS. I will read it all. 

The PRESIDING OFFICER. If the Chair may interrupt 
the manager, if it is agreeable to the managers on the part 
of the House and to the counsel for the respondent, let the 
colloquy go in and be printed without being read. That will 
be entirely agreeable to the Chair, and it is to be assumed 
it will be agreeable to the Senate sitting as a court. 

Mr. Manager PERKINS. Very well. 

The matter ordered to be printed in the Recorp from the 
deposition of Lloyd Ackerman is as follows: 

A 2 mTH. I have the date here, Judge, if you would like to 
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Mr. Perens. The date of his appointment was the llth of 


March 1930? 
Mr. LINFORTH. Yes; it was the 11th of March 1930. 
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A. And what day of the week was that, Mr. Linforth? 
Mr. LivrortH. I think it was Tuesday, Mr. Ackerman; I am not 
sure as to that. 

Mr. Browntne. It was. 

Mr. Manager PERKINS (continuing the reading): 

A. I should say the last conversation to which I have testified 
took place on the 10th of March, either the 10th or the 11th. 

Mr. HANLEY. May I draw the attention of the managers 
to the fact that Mr. Linforth put the question and the answer 
was then given by witness? The question appears on the 
fifth line of the page. 

Mr. Manager PERKINS. Mr. Linforth made this state- 
ment: 

Yes; it was the 11th of March 1930. 

A. And what day of the week was that, Mr. Linforth? 


Then: 


Mr. LINFORTH. I think it was Tuesday, Mr. Ackerman; I am not 
sure as to that. 
Mr. BRowNING. It was. 


Then the witness continued his answer, as follows: 


A. I should say that the last conversation to which I have 
testified took place on the 10th of March, either the 10th or the 
lith. 

Mr. PERKINS. Were there any other conversations? 

A. Well, there was a conversation subsequent to his appointment 
in which he told me what had transpired when he appeared before 
Judge Louderback to qualify as receiver. 

Q. What did he say? 

Mr. LINFORTH. We object to that as not cross-examination in any 
sense of the word, and hearsay. 

Mr. LINFORTH. I submit that that objection was well 
taken. What the witness said to somebody else not in our 
presence is not binding on us. 

The PRESIDING OFFICER. Was this objection made 
at the time the deposition was taken? 

Mr. LINFORTH. It was made at the time the deposition 
was taken. 

The PRESIDING OFFICER. The Chair will have to see 
the question. 

(The deposition was handed to the Presiding Officer, who 
examined it.) 

The PRESIDING OFFICER. The Chair is of the opinion 
that the question may be answered as in the deposition. It 
is not particularly vital. 

Mr. Manager PERKINS (reading) : 

A. He said that he had offered the name of Heller, Ehrmann, 
White & McAuliffe as his counsel, and that that firm was not 
satisfactory to Judge Louderback; that he thereupon offered my 
name, and my name was not satisfactory either; and that there- 
upon Judge Louderback had, I think he said, revoked his ap- 
pointment, or declined to confirm it. 


Mr, PERKINS. That is all. 
EXAMINATION OF LLOYD A, LUNDSTROM 


Mr. LINFORTH. Mr. President, we will call Lloyd A. 
Lundstrom as our next witness. 

Lloyd A. Lundstrom, having been first duly sworn, was 
examined and testified as follows: 

By Mr. LINFORTH: 

Q. Will you please state your residence and your occupa- 
tion?—A. I live in Oakland, Calif., and am manager for the 
Fageol Motor Co. 

Mr. ROBINSON of Arkansas. Mr. President, we cannot 
hear either counsel or the witness. 

The PRESIDING OFFICER. Let the Senate be in order, 
and this admonition applies to occupants of the galleries as 
well. Counsel and the witness will both speak louder. 

By Mr. LINFORTH: 

Q. May I repeat the question? Please state your name 
and occupation.—A. Lloyd A. Lundstrom, manager for the 
Fageol Motor Co., Oakland, Calif., and I live there. 

Q. Do you know Mr. G. H. Gilbert?—A. I do. 

Q. When did you first make his acquaintance?—A. On 
February 19, 1932. 

Q. At that time where did you make his acquaintance?— 
A. In the office of John A. Dinkelspiel, of San Francisco, 
the attorney. 
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Q. Did he at that time employ you in the Fageol Motor 
Co. case receivership?—A. No, sir. 

Q. How soon after that did he employ you? -A. On March 
11, 1932. 

Q. Before his employment of you did you furnish him 
references?—A. I had a conference with him and he asked 
me for people and my experience, and I gave him some 
names. 

Q. Subsequently you were employed by him, were you 
not?—A. Yes, sir. 

Q. In what capacity?—A. To manage the sales part of 
the business, the affairs of the Fageol Motor Co. then being 
in equity receivership. 

Q. During that time were you in daily touch with him 
after that?—A. I was in constant touch with him. 

Q. During the entire receivership, from the time you were 
so employed?—A. Yes, sir. 

Q. What were his hours at the office of the Fageol Motor 
Co.? -A. From 8 in the morning until 5:30 in the evening. 

Q. Do you know what he did in the way of reducing the 
current expenses of that concern?—A. In dollars and cents, 
I could not answer. 

Q. Can you state generally what changes, if any, he made 
in the personnel of the company or the employees?—A. He 
let the president and general manager go, and the sales 
manager and secretary of the company. 

Mr. Manager BROWNING. The receivership let those 
people go, and we hardly see how it would be competent for 
this witness to testify that Mr. Gilbert did. 

Mr. LINFORTH. The charge made is that this was an 
incompetent man to be receiver of this particular business. 

Mr. Manager BROWNING. Absolutely. 

Mr. LINFORTH. And that as receiver he merely took 
instructions from the president of the company. It is the 
intention of counsel by these questions to show what mat- 
ters the receiver did of his own initiative. 

The PRESIDING OFFICER. There is no objection to the 
witness’ stating what he knows of his own knowledge. 

Mr. LINFORTH. That is all I am asking, and I hope he 
will confine it to what he knows of his own knowledge. 

The WITNESS. I know the president and general man- 
ager were let go during the equity receivership. 

By Mr. LINFORTH: 

Q. Do you know what the salary of the president was 
prior to his removal?—A. Yes, sir. 

Q. What was it?—A. $600 a month. 

Q. Was anybody put in his place?—A. No; I was em- 
ployed for that purpose. 

Q. And your salary at that time was what?—A. $200 when 
Mr. Gilbert hired me. 

Q. And subsequently increased to what?—A. $400. 

Q. At whose suggestion were you employed? -A. I was 
sent to Mr. Dinkelspiel, Mr. Gilbert’s attorney, by Mr. Wain- 
wright, one of the creditors. 

Q. Mr. Wainwright was the representative of the bank 
that was the largest unsecured creditor? Is that right?— 
A. Yes, sir. 

Q. Prom the time of your appointment, did you, the re- 
ceiver, and Mr. Wainwright consult on various matters of 
policy and action that was taken in the matter of the 
receivership?—A. Mr. Gilbert and Mr. Wainwright and 
myself were present at all creditors’ meetings. 

Q. Was there any matter in which you were drawn in 
where you did not receive cooperation from Mr. Gilbert?— 
A. No, sir. 

Mr. LINFORTH. Take the witness. 

Cross-examination by Mr. Manager PERKINS: 

Q. You were employed at the suggestion of the creditors’ 
committee, were you not?—A. Yes, sir. 

Q. You never knew Mr. Gilbert before the creditors’ com- 
mittee suggested your employment, did you? -A. No, sir. 

Q. You are the man who supplanted the management 
there, are you not?—A. Yes, sir. 

Q. You were the practical managing head of that busi- 
ness?—A. Yes, sir. 
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Q. Mr. Gilbert knew nothing about running the auto- 
motive industry, did he?—A. No, sir. 

Q. The reason you had to be employed was that he did 
not know anything about it, was it not?—A. Yes, sir. 

Mr. Manager PERKINS. That is all. 

The PRESIDING OFFICER. The witness may be excused. 

(The witness retired from the stand.) 


DEPOSITION OF JOSEPH H. STEPHENS, JR. 


Mr. HANLEY. Mr. President, we now offer depositions 
taken in San Francisco at the same time the deposition of 
the witness Lloyd Ackerman was taken. I will not read the 
deposition of Althea Thomas, found on page 6 of those dep- 
ositions. I do not believe there is any necessity for read- 
ing that deposition. Instead we will read the deposition of 
Joseph H. Stephens, Jr., found on page 16 of the de- 
positions. 

The PRESIDING OFFICER. Very well; proceed. 

Mr. HANLEY thereupon read the direct examination in 


the deposition of Joseph H. Stephens, Jr., as follows: 
U.S.S. EXHIBIT O 

Joseph H. Stephens, Jr., called on behalf of Harold Louderback; 
sworn. 

By Mr. LINFORTH: 

Q. Mr. Stephens, where do you reside?—A. Sacramento. 

Q. Whereabouts in Sacramento?—A. Twenty-sixth and H. 

Q. What is your business at the present time?—A. Contractors 
Adjustment Bureau. 

Q. And in the month of August 1931 did you know of a con- 
cern commonly called the Prudential Co.?—A. Yes. 

Q. What was the correct name of that company, the full name 
of it?—A. The Prudential Holding Co. 

Q. Were you an officer and director in that company at that 
time? 

Mr. Perkins. Just don't lead him. Just ask him what he was. 
Wouldn't that be better? 

Mr. LinrortH. I think the question is perfectly proper; it is not 


Q. Were you an officer in that company at that time?—A. I was. 

Q. What officer were you in that company at that time?— 
A. Vice president. 

Q. At the time of the filing of a complaint in the office of the 
Clerk of the United States District Court om the 15th day of 
August 1931 in a suit entitled Character Finance Co., of Santa 
Monica v. Prudential Holding Co., were you present in the clerk's 
office when that complaint was filed?—A. I was. 

Q. Who else was present at the time?—A. Mr. Kearsley and 
Judge Louderback. 

Q. I am asking you about when the complaint was filed in the 
clerk’s office -—A. I don’t know; there were clerks in there, but I 
didn’t know any of them. 

Q. Let me put it in this way: After the complaint was filed you 
saw Judge Louderback, did you? 

Mr. PERKINS. Now you are leading him. 

Mr. Linrorts. I will put it in another form to accommodate 
you, judge. 

Q. Did you see Judge Louderback after the complaint in that 
case was filled? -A. We did. 

Q. Where did you see Judge Louderback?—A. In his chambers. 

Q. Was that the first time that you had seen Judge Louder- 
back?—A. Correct. 

Q. Who was with you when you went to the chambers of Judge 
Louderback?—A. Mr. Kearsley. 

Q. Who was Mr. Kearsley, what was his occupation, if you 
know?—A. He is an attorney. 

Q. Were you introduced to Judge Louderback?—A. I was. 

Q. By whom?—A. Mr. Kearsley. 

Q. How were you introduced to Judge Louderback?—A. Just 
the ordinary introduction, that I was Mr. Stephens, of the Pru- 
dential Holding Co. That is all there was to it. 

Q. Did Judge Louderback ask you anything about in what 
be oer you were representing the Prudential Holding Co.? 

. PERKINS. I object to that. It does not appear that he was 
Eee it, and it does not appear that Judge Louderback 
had any conversation with him. 

Mr. LryrortH. Let me withdraw the question, judge, and I 
think I will meet your objection and get at it in another way. 

Q. State in your own way the conversation that was had in 
Judge Louderback’s presence by the three of you.—A. Mr. Kears- 
ley had this petition and said that he was representing the stock- 
holders of the Character Finance Co., and that they wanted to con- 
serve the assets of the Prudential Holding Co., and asked that a 
receiver be appointed. That is all there was to it. 

Q. When Mr. Kearsley said that what, if anything, did you or 
the judge say?—A. Well, the judge asked me what I thought 


about it, and I told him that I thought something should be 
done. 

Q. In what respect, if anything?—A. For the appointment of a 
receiver. 

Q. Was the petition 5 to Judge Louderback at that 
time by Mr. Kearsley?—A. Yi 


1933 CONGRESSIONAL RECORD—SENATE 3867 


Q. Was it examined or read by the judge?—A. It was. 

Q. After the judge read it and examined it, did he ask you any 
questions in regard to it?—A. He asked me if I had read it. 

Q. And what did you tell him?—A. That I had. 

Q. What else, if anything, did the judge ask you in regard to 
that paper?—A. As I remember it, he asked me what I thought 
about the petition, and I told him that something should be done. 

Q. Did you tell Judge Louderback at that time what your office 
in the company was?—A. I believe during the conversation Mr. 
Kearsley told him. 

Q. What did he tell him?—A. That I was vice president. 

Q. Of the company?—A. Of the company. 

Mr. LINFORTH. You may take the witness. 


Mr. Manager PERKINS read the cross-examination in the 
deposition of John H. Stephens, Jr., as follows: 


Cross-examination by Mr. PERKINS: 

Q. Mr. Stephens, have you ever seen or spoken to Mr. Kearsley 
since that date?—A. I have not. 

Q. Did you ever see or speak to him before that date?—-A. Be- 
fore what date? 

Q. Aren’t you telling us about a time and didn't you identify a 
date?—A. Oh, in August, there; yes. I saw Mr. Kearsley before 
that; yes, once. 

Q. Where?—A. In San Francisco. 

Q. On what date did you see him?—A. I am sure I don't re- 
member. 

Q. How many days before the presentation of the petition?— 
A. It was probably the day prior. 

Q. When was the petition presented?—-A. You mean in the 
judge's office here in the building? 

Q. Have we talked or have you testified about any other time or 
about any other petition than the one just asked about?—A. No. 

Q. That is what I mean.— A. All right, what is the question, 
again? 

Q. The question is, When was the petition presented to the 
judge?—A. On August 15. 

Q. Do you remember that right out of a clear sky?—A. No; I 
have been told that right here. 

Q. So you adopted the date rather than remembered it?—A. It 
was in the month of August, sometime or other. 

Q. Please answer my question. You adopted the date rather 
than remembered it?—A. Yes. 

Q. Have you told us all that transpired at the time of the filing 
of the petition by Kearsley?—A. As I remember it; yes. 

Q. No attorney was present representing the Prudential Holding 
Co., was there?—A. No. 

Q. Who was the attorney of the Prudential Holding Co, then?— 
A. I think Mr. Hawkins was. 

Q. Did you notify him that you were going to appear?—A. No; 
I did not. 

Q. Did you advise anybody connected with the company that 
you were going to appear with Kearsley before Judge Louder- 
back? —A. I did not. 

Q. Did anybody connected with the company, so far as you 
know, know that you were going to appear?—A. No, sir. 

Q. So far as you know, did the company have any notice what- 
ever that the petition was about to be presented?—A. No. 

O. What induced you to appear with the attorney of this ad- 
versary of your company before the judge?—A. There was no in- 
ducement at all. The—— 

Q. No inducement at all? 

Mr. LINFORTH. Let him finish his answer, Judge. Please finish 
your answer. 

Mr. PErRKINs, No; I am controlling the examination now. 

Mr. LINFORTH. I submit that the witness has a right to finish 
his answer, and counsel should not interrupt him in the middle 
of his answer. 

Mr. Perkins. I submit he has answered the question. 

Mr. LINFORTH, I ask to have the record read. (Record read by 
the reporter.) The record shows he was still answering, Judge, 
when you interrupted him with another question. 

Mr. Perkins. How long a time had elapsed since you had been 
at the office of the Prudential Holding Co.? 

Mr. LINFORTH. One moment. We object to the asking of that 
question, or any other question, until the witness is permitted 
to finish the answer which counsel interrupted. 

The Witness. What do you mean by that question? 

Mr. Perkins. Previous to the 15th of August 1931.—A, How 
long a time had elapsed—I am sure I do not follow you at all. 

Q. When were you at the office of the Prudential Holding Co. 
previous to August 15, 1931?—-A. When? I was over there, I think, 
about a year. 

28 About a year before? —A. Yes; if that is what you want to 
ow. 

Mr. Perxrns. That is all. 


Mr. LINFORTH (when the objection above set forth was 
reached). We waive the objection. 

Mr. HANLEY thereupon read the redirect examination, as 
follows: 


Redirect examination by Mr. LinrorTH: 
Q. Where was the office of the Prudential Holding Co.?—A. In 
Oakland. 


Q. Do you recall just where in Oakland?—A. Between Seven- 
teenth and Eighteenth on Franklin; 1731, I think it was, to be 
exact. 

Q. Will you state, as clearly and as nearly as you can, when you 
were last in the office of the Prudential Holding Co. at the place 
you have indicated before your visit with Mr. Kearsley to Judge 
Louderback’s chambers?—A. It was not over 2 days. 

Mr. LINFORTH. I thought he did not understand your question, 
Judge. 

Mr. PERKINS. Then I will have to go on with my cross-examina- 
tion further. 

Mr. LinrorTH. Go ahead, Judge, and I will suspend until you 
complete it. 


Mr. Manager PERKINS thereupon read the further cross- 
examination, as follows: 


Mr. PERKINS: 

Q. You say that about 2 days before your appearance before 
Judge Louderback with Mr. Kearsley you had been at the office of 
the Prudential Holding Co.?—A. Yes. 

Q. When Judge Louderback was introduced to you, or you were 
introduced to the judge, what did you state your relationship or 
connection with the Prudential Holding Co. was?—A. During the 
conversation Mr. Kearsley said I was the vice president; that is as 
I remember it. 

Q. Did Judge Louderback ask you if the Prudential Holding Co. 
was represented by an attorney?—A. I don't remember that angle. 

Q. Did Judge Louderback ask if there was any lawyer repre- 
senting the Prudential Holding Co. in the matter of the filing of 
the petition?—A. I don't remember that, either. 

Q. You are not a lawyer?—A. I am not. 

Q. And you did not represent yourself to the judge to be a 
lawyer, did you?—A. No. 

Q. Did you ask the judge for time until you could get a lawyer 
there?—A. No. This fellow—Mr. Kearsley—was an attorney. 

Q. Yes; but he was an attorney opposing your company, was he 
not?—A. He was representing the stockholders. 

Q. Of what company?—A. The Character Finance and the Pru- 
dential Holding Co. Here is the situation: The Prudential Hold- 
ing Co. had taken over the Character Finance Co. of Santa Monica 
and they had taken stock of the Character Finance Co., as I re- 
member the deal. 

Q. So your idea now is that Kearsley was representing the 
Prudential Holding Co. before the judge? 

Mr. LINFORTH. Just a moment. I object to that as contrary to 
his testimony. He said he was representing stockholders. 

Mr. PERKINS: 


Q. Did you look at the papers to see whether they said that 
Kearsley was representing any stockholders of the Prudential Hold- 
ing Co.?—A. I don’t remember the exact words of the petition now. 

Q. So you now think that Mr. Kearsley was acting for the 
stockholders of the Character Finance Co., as well as of the Pru- 
dential Co., do you?—A. Yes; I do. 

Q. And did he so state to Judge Louderback?—A. He did. 

Q. He told Judge Louderback that he, Kearsley, was represent- 
ing stockholders of the Prudential Holding Co.?—A. And the 
Character Finance Co. 

Q. Are you sure about this, that he said he was representing 
stockholders of the Prudential Holding Co.?—A. I am pretty sure 
about it. 

Q. Did Judge Louderback say anything about whether there 
were any other stockholders represented by any other lawyer 
present?—A. I don’t remember that, either. 

Q. Did he ask anything about whether a lawyer was present 
representing the Prudential Holding Co.?—A. I don't remember 
that. 

Q. Did he say anything about giving notice to the Prudential 
Holding Co. of the application for a receiver?—-A. I don’t remember 
those questions at all. 

Q. So far as you recollect, did Judge Louderback say anything 
whatever about giving notice to the Prudential Holding Co. or any 
stockholder of the Prudential Holding Co. of the intended ap- 
pointment of a receiver?—A. I don't remember. 

Q. How long after your appearance with Mr. Kearsley did you 
go back to the office of the Prudential Holding Co.?—A. Well, it 
was not very long. 

Q. That means nothing to me. How long?—A. Less than a day. 

Q. Who was the president of the Prudential Holding Co. then?— 
A. Mr. Beck. 

Q. Did you tell Mr. Beck that you were going to go before Judge 
Louderback?—A. I did not. 

Q. Did you notify anybody connected with the Prudential Hold- 
ing Co. that you were going to go before Judge Louderback?—A, 
Mr. Beck was not here; he was out of the State. 

Q. Did you notify anybody connected with the Prudential Hold- 
ing Co., its lawyer, or any of its officers that you were going to go 
before Judge Louderback?—A. I did not. 

Q. Did Judge Louderback ask you whether any other officer of 
the Prudential Holding Co. knew that you were there in the 
matter of the application for a receiver?—A. I don’t remember 
that question at all. 

Q. you remember any other conversation on the part of Judge 
Louderback at the time that has been mentioned, when the peti- 
tion for receiver was presented, other than you have already 
spoken of?—A. No; I can’t remember. 

Q. Do you remember anything else he said there other than you 
have already described?—A. No. It was all new to me. 
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Q. Please answer my question. Did Louderback say any- 
other than you have already put into the record here?—A. 
No; I don't think so. 
Mr. PERKINS. That is all. 
Mr. LINFORTH. That is all. 
EXAMINATION OF J. G. REISNER 

Mr. LINFORTH. May we call J. G. Reisner? 

J. G. Reisner, having been duly sworn, was examined and 
testified as follows: 

By Mr. LINFORTH: 

Q. Mr. Reisner, will you please state your name, your 
residence, and your occupation?—A. J. G. Reisner, San 
Francisco, attorney. 

Q. You have been a lawyer practicing in California for 
how long?—A. Twenty-three years. 

Q. Were you one of the attorneys in the case of Helen Lay 
against the Lumbermen’s Reciprocal Association?—A. Yes. 

Q. Whom did you represent?—A. I represented the plain- 
tiff, Helen Lay. 

Q. And who represented the defendant?—A. Bronson, 
Bronson & Slaven. 

Q. Did you, accompanied by Mr. Slaven, present to Judge 
Louderback the application for the appointment of the re- 
ceiver?—A. I did. 

Q. Who suggested the appointment of Samuel M. Short- 
ridge, Jr., as receiver?—A. Mr. Slaven. = 

Q. Did you agree to it?—A. I did. 

Q. Did the judge have you both put it in writing before 
he made the appointment?—A. I believe Mr. Slaven had the 
papers himself; and the one that I signed was left blank, 
and I filled in the name of Shortridge at that time. We 
both signed a request. 

Q. When Mr. Slaven suggested the name of Samuel M. 
Shortridge, Jr., as receiver, what did you say?—A. Well, I 
told him that there was another man that wanted the ap- 
pointment, but that I did not feel like recommending the 
other man and that I would be satisfied with Shortridge, as 
I thought he was qualified. 

Q. Were you present when the complaint or the petition 
was filed?—A. I was. 

Q. Did you see anybody hand to Mr. Slaven a slip with 
any names on it from which a receiver could be selected? 
A. I did not. 

Q. Did you see any such message?—A. I did not. 

Q. Did Mr. Slaven speak to you about any such message? 
A. He did not. 

Mr. LINFORTH. You may take the witness. 

Mr. Manager SUMNERS. No cross-examination. 

The PRESIDING OFFICER. The witness will be excused. 
Call the next witness. 

Mr. LINFORTH. Mr. President, I understand there is one 
witness whose cross-examination was not completed. If 
counsel is ready to complete that cross-examination, the wit- 
ness is here—Mr. Gilbert. 

Mr. Manager SUMNERS. We do not care to proceed 
with cross-examination at this moment. We will undertake 
to cross-examine that witness when we come to the point 
where we have the privilege of offering rebuttal testimony. 

EXAMINATION OF GEORGE D. LOUDERBACK 

Mr. LINFORTH. May we call George D. Louderback? 

George D. Louderback, having been duly sworn, was ex- 
amined and testified as follows: 

By Mr. LINFORTH: 

Q. Will you please state your name, your occupation, and 
your residence?—A. George Davis Louderback; geologist; 107 
Ardmore Road, Kensington, Contra Costa County, Calif. 

Q. Are you a professor engaged at the University of the 
State of California?—A. I am. 

Q. What is your title at that university?—A. Professor of 
geology, chairman of the department of geological sciences, 
and dean of the college of letters and sciences. 

Q. Are you a brother of the respondent Harold Louder- 
back?—A. I am. 

Q. Where do you live, please; what exact place?—A. I 
gave that; 107 Ardmore Road, Kensington, Contra Costa 
County, Calif. 
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Q. With reference to the Alameda line, in which Berkeley 
is situated, where is that?—A. Kensington is immediately 
55 ri Berkeley and Alameda County line, which are coin- 

ent. 

Q. A few feet over the line. About how far, in distance, is 
it from San Francisco?—A. In time, it is about 40 or 45 
minutes. 

Q. In 1930, and prior thereto, of whom did your family 
consist?—A. Myself and my wife. 

Q. I call your attention to the 6th of April 1930. Did you 
on that date at your home have any talk with the re- 
spondent upon the subject of his making his home and 
residence with you?—A. I did. 

Q. How do you recall the date?—A. I recall that because 
it was my birthday, and my brother came over to celebrate 
that day with me. 

Q. Will you please state, for the information of the Pre- 
siding Officer and the Senators, what conversation you had 
with him in the presence and hearing of your wife on that 
occasion?—A. I was delayed at the university, and my 
brother had arrived before I got home. When I came in, 
after greetings concerning my birthday, and after present- 
ing me with a gift for that occasion, my wife said that they 
had been talking about his coming over to make his home 
with us again. I said that I was highly delighted, and the 
conversation then was concerning where he should be lo- 
cated and the satisfactory character of his room, and we 
went into the place suggested by my wife, the room, to see 
whether it was satisfactory and what arrangements we 
should make to be suitable for him. 

Q. Was a room at that time agreed upon and set apart 
for him in your home?—A. It was. 

Q. Had he prior to that, at sometime prior, made his 
home with you and your wife?—A. Yes; for 3 years in Reno, 
Ney. 

Q. Do you recall whether or not, following this conversa- 
tion on the 6th of April 1930, any of his belongings were 
sent to your home?—A. Yes; in a day or two he had sent 
over a couple of trunks, and then a few days later he 
brought over, I think, another trunk and some hand bag- 
gage and various other things, and had these installed in 
his quarters. 

Q. Has he had that room ever since?—A. He has. 

Q. Was he furnished with a key to the room at the time 
you speak of—I mean to the house; not to the room?—A. 
Yes; a key to the house; no key to the room. 

Q. Do you know whether or not on each election day 
following that time the respondent has voted in that 
county?—A. Yes; he has always come over, and the whole 
family has gone out to the polls together. 

Q. Have you gone with him on those occasions?—A. I 
have. 

Q. On how many occasions since that time do you know 
that he has voted in that county?—A. Five times. 

Q. When was the last?—A. The last general election in 
November. 

Q. How soon after this arrangement was made on the 6th 
of April 1930 did the respondent come over to your home 
to stay?—A. A week or so after; about the middle of April. 

Q. How many evenings did he remain there overnight?— 
A. I believe two evenings. 

Q. What happened those two evenings, so far as your own 
knowledge goes?—A. On the second evening he was taken 
with a rather severe attack of asthma. 

Q. Was he subject to attacks of asthma prior to that?— 
A. Yes; since he was a small boy 5 or 6 years old. 

Q. Upon the second evening, after being subjected to that 
attack of asthma, when did he next return to your home?— 
A. He thought he had better wait until this cleared up, and 
he came over in about 2 weeks, I think. The next time was 
the 2d of May. 

Q. On that occasion did he remain overnight in this room 
that had been set apart to him?—A. He did. 

Q. What, if anything, happened with reference to his con- 
dition that evening?—A. He had another attack of asthma, 
and was unable to eat breakfast the next morning. 
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Q. The following night did he also return?—A. I think not. 

Q. How soon after that did he return again?—A. About 
the middle of May, about 2 weeks later. 

Q. What happened on the third visit with reference to his 
condition? A. He suffered again from an attack of asthma, 
which came on early, and he was unable to eat more than 
the very start of his dinner, and that caused him a very great 
deal of trouble during the night. 

Q. Have you plants and flowers in your house and around 
the house? — A. We have. 

Q. Have you any animal in the house also? — A. We have 
a pet cat. 

Q. Do you know of your own knowledge that just prior to 
leaving California for Washington the respondent went to 
your home in order to get his belongings to come here? 

Mr. Manager PERKINS. I object to the form of the ques- 
tion. 

_ Mr. LINFORTH. I withdraw it if there is any objection 
to it. I am trying to save time if I can. 

The PRESIDING OFFICER. The question is withdrawn. 

By Mr. LINFORTH: 

Q. When was the last time you saw the respondent at 
your home?—A. The day that he left for Washington this 
last trip. 

Q. You mean on this trip?—A. Yes. 

Mr. LINFORTH. You may take the witness. 

Cross-examination by Mr. Manager PERKINS: 

Q. Doctor, you have told the Senate all of the occasions 
when your brother spent time at your house, have you not? 
A. I think those are all the occasions when he slept there 
at night. 

Q. That is, he slept there three nights?—A. I think I 
testified to four. 

Q. Four nights since when?—A. I did not get the ques- 
tion. 

Q. Four nights since when?—A. Since the middle of April 
1930. 

Q. That is to say, in 3 years and 1 month he has slept at 
your house four nights. Is that right?—A. Four nights. 

Q. As a matter of fact, you and your wife are away over 
week-ends, are you not, as a rule?—A. No; not as a rule. 

Q. So that he did not spend any week-ends with you, did 
he?—A. Yes; he very frequently spent week-ends. 

Q. Overnights?—A. Not overnights; no. 

Q. He came over and made a visit upon his brother. Is 
that right?—A. I suppose he did. 

Q. Did he pay you any money during that time?—A. He 
did not. 

Q. He did not pay any room rent?—A. He did not. 

Q. He did not pay any board?—A. He did not. 

Q. The four occasions he came over, four of those times, 
he voted, did he not?—A. He did not. 

Q. He did not vote then?—A. Not those four times. 

Q. You said he voted five times there.—A. He did vote 
five times, but those are not the times I testified to that he 
slept there overnight. 

Q. That is to say, in 3 years and 1 month he has slept 
at your house four times, and he has voted from your house 
five times. Is that right?—A. He has. 

Q. You have told the Senate all you know about the resi- 
dence of your brother at your house, have you not?—A. I 
have not. 

Q. When was the last time that your brother slept at 
your house?—A. The last time was, I think, in July 1931. 

Q. So that for 2 years, less 2 months, he has not even 
slept there, has he?—A. That is correct. 

Q. And for the other 1 year and 3 months he has been 
there four times overnight?—A. Yes. 

Q. And he always has suffered attacks of asthma when 
he comes, has he not?—A. When he tries to stop overnight. 

Q. Do you keep the cat in the house overnight?—A. We 
generally do. 

Q. You know that asthma is due to breathing effluvia of 
some kind, is it not?—A. I am not sure about the cause. 
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Q. As a matter of fact, it was impossible for him to stay 
at your house overnight without having asthma, was it 
not?—A. That appeared to be the case. 

Q. He never paid a dollar for board or a dollar for room, 
did he?—A. He did not. I did not expect him to. 

Q. What did you use that room for previously?—A, That 
room was used previously as what my wife called the spare 
room, where guests came in. 

Q. How many guest rooms have you in the house?—A. We 
now have one. 

Q. You have one guest room?—A. Yes. 

Q. Is that the room you assigned to your brother?—A. No. 

Q. You mean one in addition?—A. One in addition. 

Q. How do you know he voted five times in your mu- 
nicipality?—A. Because I went with him to the polls. 

Q. And he also registered his motor car there, did he 
not?—A. Yes. 

Q. He told you that he had trouble with his wife, and he 
wanted to come over and live in your home, did he not?— 
A. He did not. 

Mr. LINFORTH. One moment. We object to that as not 
cross-examination in any sense of the word. 

The PRESIDING OFFICER. The objection is sustained. 

Mr. Manager PERKINS. May I submit that the conver- 
sation that took place is supposed to have been related by 
the witness, and I might have a right to cross-examine. 

The PRESIDING OFFICER. The Chair is under the 
impression that the relations of the respondent with his 
wife are not particularly in issue. 

Mr. Manager PERKINS. No; but the purpose of estab- 
lishing this pretended residence is very important. 

The PRESIDING OFFICER. The Chair will stand on the 
ruling which has been made. 

Mr. Manager PERKINS. The managers bow to the ruling 
of the Chair. That is all. 

Mr. LINFORTH. May I ask one further question, Mr. 
President? 

Redirect examination by Mr. LINFORTH: 

Q. Professor, not to be exact, but approximately, how 
often has the respondent been to your house per week, on 
an average, since 1931, April of that year? 

Mr. Manager PERKINS. We object to that because it is 
not redirect examination and is not based on the cross- 
examination, and it assumes things not in evidence. 

The PRESIDING OFFICER. It would seem to the Chair 
that that very question was gone into in cross-examination, 
and now on redirect examination the counsel for the re- 
spondent would have a right to refer to the question. The 
objection is overruled. 

The WITNESS. Except for the times when he is out of 
town, he comes almost every week. 

Mr. LINFORTH. No further questions. 

Recross-examination by Mr. Manager PERKINS: 

Q. You mean he makes a visit there sometime during the 
afternoon in a week?—A. He stays there frequently through- 
out the afternoon and evening. 

Q. As a matter of fact, you know that he has resided 
continuously at room 26 in the Fairmont Hotel during this 
period, do you not? 

Mr. LINFORTH. One moment. We object to that as 
calling for the opinion or conclusion of the witness on a 
legal proposition. 

The PRESIDING OFFICER. If he has knowledge of the 
subject, he can answer. Answer the question. The objec- 
tion is overruled. 

Mr. LINFORTH. May I add, Mr. President, with your 
permission, that the point of my objection is that the ques- 
tion is, “He has resided”? A question of residence is a 
legal question, and that is the point of the objection. 

The PRESIDING OFFICER. The Chair understood 
counsel to suggest that the chief reason was that he called 
for a conclusion, and the Chair simply suggested to the wit- 
ness that he state what he knows of his own knowledge. 

Mr. LINFORTH. I adopt that reasoning. 
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The PRESIDING OFFICER. The witness will answer the | peals had directed the lower court to settle the account of 


question. 

The WITNESS. May the question be read? 

The Official Reporter read as follows: 

Q. As a matter of fact, you know that he has resided continu- 
ously at room 26 in the Fairmont Hotel during this period, do 
you not? 

The WITNESS. I am not sure what that question means. 

By Mr. Manager PERKINS: 

Q. Well, he has continually had a room in the Fairmont 
Hotel which he has occupied there every night during the 
3 years and 1 month mentioned? 

Q. I know that he has had the use of a room in the Fair- 
mont Hotel, but I would hardly say that he has practically 
occupied it every night for the last 3 years. 

Q. Have you visited him at the Fairmont Hotel?—A. I 
have a couple of times. 

Q. And you visted him in his room, did you not?—A. I 
think once or twice. 

Q. And you know from your visitation there that he has 
occupied room No. 26 in the Fairmont Hotel?—A. He has; 
yes. 

Q. That is all. 

The PRESIDING OFFICER. The witness will be excused, 
if there are no further questions. 

Mr. LINFORTH. There are no further questions. 

The PRESIDING OFFICER. Very well. 

EXAMINATION OF MARSHALL B. WOODWORTH 


Mr. LINFORTH. May we call Marshall B. Woodworth? 

Marshall B. Woodworth, having been duly sworn, was ex- 
amined and testified as follows: 

By Mr. LINFORTH: 

Q. Would you please state your name, residence, and your 
occupation?—A. Marshall B. Woodworth; residence, San 
Francisco; attorney at law. 

Q. And are you the Marshall B. Woodworth spoken of this 
afternoon or today as being United States attorney at San 
Francisco at one time?—A. Yes, sir. 

Q. Were you appointed as the attorney for the receiver in 
the Helen Lay case, the so-called Lumbermen’s Reciprocal 
Association case?—A. I was. 

Q. And do you recall who spoke to you about acting in 
that capacity?—A. Mr. Samuel M. Shortridge, Jr., spoke to 
me about the matter. He telephoned to my office some 2 
or 3 days, as I recall it, previous to his appointment and 
asked me whether I would act as his attorney in that case. 

Q. How long did you act in that receivership matter, Mr. 
Woodworth? I don’t mean to be exact, but just approxi- 
mately —A. One year and six months, from the 29th day 
of July 1930, and until the 9th day of January 1932. 

Q. Are you familiar with the orders signed by the re- 
spondent on the 15th day of December 1931 settling the final 
accounts of the receiver?—A. I am very familiar with the 
order, having myself prepared it. 

Q. And did you attend upon the court proceedings at the 
settlement of the final account of the receiver?—A. What is 
the question? 

The PRESIDING OFFICER. The reporter will read the 
question. 

The Official Reporter read as follows: 

Q. And did you attend upon the court proceedings at the settle- 
ment of the final account of the receiver? 

The WITNESS. I did. 

Q. Did the court, upon the submission of that matter, de- 
clare that the account was settled and the receiver ordered 
to turn the property over to the State insurance com- 
missioner?—A. The court did. 

Q. Who, then, afterward prepared the written order?—A. 
I did. 

Q. You are familiar with the proviso provision, so called, 
in that order?—A. Perfectly. 

Q. Who inserted that provision in the order as originally 
drafted?—A. I did myself. 

Q. What was your purpose in inserting that provision in 
that order?—A. On the first appeal the circuit court of ap- 


the receiver and then to turn over the property to the State 
insurance commissioner. In pursuance of that order, the 
account was settled, and the order made directing the Fed- 
eral receiver to turn over this property to the State insur- 
ance commissioner. Thereafter the attorney for the State 
commissioner indicated that he would take an appeal from 
the order of the district judge settling the account. In view 
of that fact, I took the position that, pending the appeal, 
the property should remain with the trial court, or should 
be turned over upon giving a proper bond. I took the posi- 
tion that if an appeal were taken from the order settling 
the account the account was not settled at all, for the reason 
that we did not know what action the circuit court of ap- 
peals might take with reference to the account; and I ex- 
plained to the judge that the attorney for the State insur- 
ance commissioner—— 

Q. Pardon me a moment before you reach the point of 
taking the order to the judge. Did you, after drafting the 
order, first submit it to Mr. Guerena, the attorney for the 
insurance commissioner?—A. I did, and I had a number of 
conferences with Mr. Guerena with reference to that par- 
ticular portion of the order and also with reference to his 
furnishing a bond in case the property was turned over by 
the Federal receiver to the State insurance commissioner. 

Q. Now, Mr. Woodworth, we are all tired, and would you 
please make it as short as you can. What talk did you 
have with Mr. Guerena, the attorney for the State insurance 
commissioner, with reference to that proviso provision, so 
called, in that order?—A. I talked with him about that par- 
ticular provision in the final decree, and Mr. Guerena's prin- 
cipal objection to it was not the proviso itself but the 
amount of bond that he should furnish. I contended that 
the bond should be the equivalent of the property to be 
turned over, to wit, some thirty or forty thousand dollars, 
about $25,000 in money, notes totaling some ten or fifteen 
thousand dollars, and other property. He claimed that the 
State insurance commissioner, being a public official, the 
amount of the bond should be nominal or should be in the 
sum of $5,000. That seemed to be his principal objection. 

Q. Now, was it for those reasons and those reasons 
only 

Mr. Manager SUMNERS. Mr. President, we respectfully 
make the suggestion that counsel is going too far in the 
discussion and detailing of conversation between the witness 
and Mr. Guerena. This is an instance where it is charged 
that the judge put a condition to the mandate of the circuit 
court of appeals, and really the reason that may have 
prompted this witness, or Mr. Guerena will not bear directly 
upon the motive which prompted the respondent in attach- 
ing that condition to the mandate of the circuit court of 
appeals. 

Mr. LINFORTH. May I add just a word in reply, Mr. 
President? In this article of impeachment the respondent 
is charged with improperly and oppressively inserting that 
clause in that order. Surely we have a right, in defense of 
that charge, to show the circumstances under which the 
order was made so as to show that it was not oppressively 
done in any sense of the word. 

Mr. Manager SUMNERS. We concede that there should 
be considerable latitude, but our suggestion is that the wit- 
ness is going too far afield in making the explanation. 

The PRESIDING OFFICER. The Chair is ready to rule. 
What took place, or substantially took place, the Chair 
thinks is admissible. 

Mr. LINFORTH. That is all I am asking for. 

The PRESIDING OFFICER. The Chair would suggest to 
counsel for the respondent and to the managers on the part 
of the House, and to the witness as well, to be as brief as 
possible, and suggests that the witness give the Senate the 
substantial facts as to what took place. 

Mr. LINFORTH. That is my hope. I have stepped along 
as fast as possible today. 

By Mr. LINFORTH: 

Q. Mr. Woodworth, was there any other reason why you 
put that proviso provision in the order?—A. No, sir. 
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Q. When you presented that letter to Judge Louderback 


did you give him any explanation of the reason for that | y 


provision?—A. When I presented the order to the judge he 
expressed his disapproval of that particular provision, and 
I explained to him that the purpose of it was, in view of the 
fact of a second appeal haying been taken from the order 
settling the account that, in my judgment, the whole matter 
was held in abeyance until the court of appeals should pass 
upon the second appeal. The accounts were not really set- 
tled; there was no telling what the circuit court of appeals 
was going to do. It might ratify the action of the district 
judge or it might enlarge upon the disallowances; there was 
no telling what would be done; and for that reason the 
proviso was put in for the purpose of getting a bond. That 
was the sole purpose. 

Q. After that order was filed did you ever see the judge, 
the respondent, in regard to it?—A. Some 2 weeks subse- 
quent to that I did. 

Q. What did he then say to you with regard to that 
order?—A. He stated that he observed that the second ap- 
peal had been taken in the case; that he had reconsidered 
his decision with reference to the one particular provision in 
the final decree settling the account, and that he thought, 
under all the circumstances, that that proviso should be 
emasculated from the decree and the property turned over. 
I told him if that was his view that I would naturally submit 
to it. 

Q. Did he at that time tell you that he was satisfied the 
provision was erroneous and wrong?—A. He did; and over 
my objection the order was changed, and I was directed 
to 


Q. What did he direct you then to do? -A. He directed 
me to obtain a stipulation from all the parties, the party 
plaintiff, the party defendant, and also the attorney for the 
State insurance commissioner, stipulating that, in spite of 
the pending appeal, the property be turned over and the 
matter terminated. 

Q. In other words, that the order be amended by striking 
out that clause?—-A. Yes, sir. 

Q. And you obtained that stipulation?—A. I did. 

Q. And he then made an order accordingly?—A. The 
order was made and the property turned over. 

Q. In how many matters had you been appointed attorney 
for receiverships in the 5 years that Judge Louderback had 
been on the Federal bench?—A. In just two cases. 

Q. Which two?—A. The case which I have mentioned and 
another one, entitled “ the Pioneer Fruit Co. case.” 

Q. Did you give to Judge Louderback or anyone else any 
part or portion of any fees that were allowed you in either 
matter?—A. No, sir; absolutely not. 

Q. During the 8 years that the judge was upon the State 
bench did you receive any appointment of any kind from 
him?—A. I did not. I hardly knew the judge at that time. 
It was only after he became Federal judge that I became 
acquainted with him. 

Mr. LINFORTH. You may take the witness. 

Cross-examination by Mr. Manager BROWNING: 

Q. Mr. Woodworth, I believe you testified that some 3 
days before the petition was filed Samuel Shortridge, Jr., 
approached you to know if you would act as his counsel?— 
A. Yes, sir. 

Q. Then, before the petition was filed, you also contacted 
the respondent?—A. I did. I was requested to call upon the 
judge and ascertain whether my appointment would be 
agreeable to him, and I did so. 

Q. What day were you appointed with regard to the day 
the receiver was appointed?—A. I think it must have been 
on the 30th day of July or the ist of August 1930. 

Q. Was it not in fact the same day the receiver was ap- 
pointed?—-A. I doubt that very much. He was first ap- 
pointed and thereafter requested my appointment. 

Q. You spoke of the Pioneer Fruit Co. case. In what ca- 
pacity did you act in that?—A. As attorney for the receiver. 

Q. Your fee first allowed in that case was how much?— 
A. The fee allowed by the referee was $500. 


Q. You appealed from that?—A. I did appeal from that; 


es. 
Q. To the respondent?—A. I did; yes, sir. 

Q. How much did he allow?—A. He increased the allow- 
ance $1,500. He allowed $2,000. 

Q. When was that fee paid to you?—-A. The fee was paid 
some time, I think, in the month—I really do not recollect 
just when, but some time, I think, in the month of March. 
I was appointed in January and acted for 2 months. It was 
probably paid in the month of March or April 1932 or 1931; 
I am not sure as to that. 

Q. What fee did you get in the Lumbermen’s Reciprocal 
Association case?—A. I was allowed $3,000 on two successive 
occasions. 

Q. Do youremember the date exactly that you collected?— 
A. The first $3,000 was allowed in the month of December 
1930, and the second $3,000 was allowed in the month of 
March 1931. 

Q. Was there any hearing on the allowance of those 
fees?—A. All parties plaintiff and defendant, all the parties 
in interest, agreed that the compensation was fair and rea- 
sonable, and upon a stipulation of all parties the judge made 
the order. 

Q. Do you mean that the commissioner of insurance stipu- 
lated to those fees?—-A. He did not, because we did not con- 
sider that he was a party to the case at all. 

Q. Who do you mean by the parties in interest?—A. The 
plaintiff, who brought the suit, and the defendant, whose 
property was involved. 

Q. You did not have any creditor’s consent about that, did 
you?—A. The only creditor here was the defendant himself. 

Q. The allowance of fees was reversed on the second ap- 
peal?—A. The allowance was to a certain extent reversed; 
yes, sir. 

Q. Has there been any restitution made in the amount 
that the circuit court ordered to be paid back to the 
estate?—A. I think that is in process of being done, yes, sir, 
upon the order of the respondent the receiver was directed 
to return those moneys, which included two or three thou- 
sand dollars’ worth of costs on appeal taken by the State 
insurance commissioner. Those were also taxed against the 
receiver personally. Upon his failure to return the moneys 
within a period of 30 days, then a writ of scire facias issued, 
and that is pending in the circuit court. That was issued to 
the bonding company and also against Mr. Samuel M. Short- 
ridge, Jr., the principal on the bonds. That has been issued 
and is now pending. 

Q. What authority did you have for the order of the re- 
spondent permitting 30 more days before this writ could 
issue on the mandate of the circuit court?—A. It is usual 
in all court proceedings to give what is deemed to be rea- 
sonable notice. 

Q. That is the only authority you know of? A. I thought 
that was sufficient authority. 

Q. On the order which you state now the judge objected 
to at the time, I will ask you if you trapped the respondent 
into making that order?—A. I did not trap him or any other 
judge. That is ridiculous. 

Mr. LINFORTH. Mr. President, may we have the ques- 
tion read? 5 

The PRESIDING OFFICER. The question will be read. 

The Official Reporter read as follows: 

Q. On the order which you state now the judge objected to at 
the time, I will ask you if you trapped the respondent into mak- 
ing that order? 

Mr. LINFORTH. There is no objection to the question. 

By Mr. Manager BROWNING: 

Q. I would like to read to you, Mr. Woodworth, the state- 
ment of the respondent before the committee in last Janu- 
ary, and ask you if this is a correct statement of what took 
place 
Mr. LINFORTH. At what page? 

Mr. Manager BROWNING. At page 363, as follows: 


Mr. Browntnc. At the time that the first order of reversal came 
down to turn over the assets to the receiver in the State court, or 
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the State commission, you provided in the order that the 
eee eT ee ee 

Judge Louprgsack. I think that was a very erroneous order to 
make. That order was presented to me by Mr. Woodworth. I will 
concede to you that that was erroneous. 

He pleaded with me this way: He said, “Can we tell what to 
hold out? Shall we hold out on all the 52 objections of Mr. 
Guerena?™ He said, “Now, couldn't that order be made in that 
form?” And he told me that Mr. Guerena was not going to take 
the appeal, anyway, and then I signed it and later I told him I 
would not let that stand, that I had made a grave mistake in sug- 
gesting even that the money be held, and I will concede that I 
should not have done that. It was an error. I suppose every 
judge has been trapped into errors by attorneys. That was wrong, 
and I do not think that should have been done. 

The WITNESS. That is substantially correct, but I did 
not purposely trap the judge. 

By Mr. Manager BROWNING: 

Q. Did you tell him that Mr. Guerena was not going to 
make the appeal?—A. I told him, on the contrary, that 
Guerena threatened to appeal, and it was for that very rea- 
son that this order was inserted. In other words, it was to 
protect the status quo of the estate in the hands of the 
Federal receiver pending the repeal, and the only objection 
Mr. Guerena had was to the amount of the bond. 

Q. When the order was made you informed the respond- 
ent in that conversation that Mr. Guerena was threatening 
the appeal?—A. He certainly was. I think Mr. Guerena will 
so testify. 

Q. You told the respondent at that time that he was 
threatening the appeal?—A. Yes; and that was the purpose 
of the proviso. 

Q. Do you know Mr. W. S. Leake?—A. Yes; I know him 
very well. 

Q. How long have you known him?—A. I have known him 
for quite a number of years; I should say 25 years. I knew 
him when he was editor of the San Francisco Call, a very 
influential paper in those days. 

Q. That was operated by the Spreckels’ interests at that 
time?—A. Yes. 

Q. And the Spreckles’ interests had him in control of it?— 
A. Yes; that is true. 

Q. You knew him intimately, I believe?—A. I cannot say 
that I did. I knew him very well as a public man, but 
socially—intimately—I cannot say that. 

Q. Since his retirement from active public life have you 
not been with him frequently?—A. No, sir; I have not. 

Q. You know he has maintained an office in San Fran- 
cisco?—A. Yes. > 

Q. You have been to that office?—A. I have been to the 
office; yes, sir. 

Q. You gave him credit for having you appointed district 
attorney in the northern district of California, I believe?— 
A. I do not want to do the gentleman an injustice, but 
my appointment was due to the two Senators of the State. 
I must confess that Mr. Leake did all he could to help me, 
but with all due deference I did not owe him my appoint- 
ment. 

Q. You gave him credit for manipulating it for you, did 
you not?—A. To be charitable, I want to give him credit. 

Mr. LINFORTH. Mr. President, I take exception to that 
question. 

The PRESIDING OFFICER. The Chair does not think 
it is pertinent. 

The WITNESS. I feel very grateful to him for what he 
did for me; I will say that—very grateful. 

By Mr. Manager BROWNING: 

Q. You did not have a safe-deposit box, did you?—A. No, 
sir; I am not so fortunate. 

Mr. Manager BROWNING. That is all. 

Mr. LINFORTH. No further questions of this witness. 

The PRESIDING OFFICER. The witness may be excused. 

(The witness retired from the stand.) 


Mr. LINFORTH. Mr. President, we would like to ask 
permission of the Presiding Officer for a moment to confer. 

The PRESIDING OFFICER. Very well 

(A pause.) 
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EXAMINATION OF BRICE KEARSLEY, JR. 
s Mr. HANLEY. We should like to call Mr. Brice Kears- 
ey, Ir. 

Brice Kearsley, Jr., having been duly sworn, was exam- 
ined and testified as follows: 

By Mr. HANLEY: 

Q. State your name in full, your business, and your 
residence?—A. My name is Brice Kearsley, Jr. I am an 
attorney at law, and I live at Los Angeles, Calif. 

Q. Were you at one time connected with the firm of Gold, 
Quittner & Kearsley ?—A. I was. 

Q. In the year 1931 and about the 5th day of August 
of that year, did you present a petition or complaint to 
Judge Louderback on behalf of the Character Finance Co., 
of Santa Monica, for the appointment of an equity re- 
ceiver?—A. I did; but it was on the 15th day of August 
1931. 

Q. With whom did you go to the chambers of Judge 
Louderback?—A. With Mr. Joseph Stephens, Jr. 

Q. Who was he?—A. He was the vice president of the 
Prudential Holding Co. 

Q. Did you present the complaint to the judge and re- 
quest the appointment of a receiver?—A. I did. 

Q. What did you say to Judge Louderback at that time 
and place, in the presence of Mr. Stephens?—A. I told 
Judge Louderback that I represented the Character Finance 
Co., of Santa Monica, who owned and controlled $90,000 
worth of the stock of the Prudential Holding Co.; that the 
Prudential Holding Co. had guaranteed certain obligations 
of the Character Finance Corporation and had failed to 
make good the guarantee; that we—that is to say, the cor- 
poration and myself—had endeavored to obtain some satis- 
faction out of them concerning these guaranties; that we 
had made an investigation of the Prudential Holding Co. 
and found out that their affairs were in a very precarious 
situation, and that something would-have to be done in 
order to conserve the assets for the benefit of the Character 
Finance Corporation; that we thereupon had a meeting of 
the board of directors, and the board of directors voted to 
apply for a receiver in equity in order, if possible, to con- 
serve what assets there were left; that I brought Mr. 
Stephens, who occupied a similar position to certain mem- 
bers of the Character Finance Corporation as the vice presi- 
dent of the Prudential Holding Co., to tell him what he 
knew about it; that Mr. Stephens was prepared to recom- 
mend an equity receivership; that, in our opinion, an equity 
receivership was absolutely necessary, and that we wished 
to have a receiver appointed. I also presented him with a 
petition which set out in full exactly the facts as we had 
discovered them in our investigation. 

Q. Had you made a thorough investigation of what was 
the then condition of the Prudential Holding Co.?—A. We 
had; yes. 

Q. Had you come to any conclusion from your investiga- 
tion as to its condition?—A. Yes; we had. 

Q. What condition did you find it to be in?—A. We found 
that the Prudential Holding Co. was absolutely insolvent, 
and that what assets were left were rapidly being depreci- 
ated and done away with; and that the officers of the cor- 
poration, in our opinion, were incapable of handling it, and 
were looting it in every possible way. 

Q. Did you in absolute good faith, on behalf of your plain- 
tiff, present these matters in the complaint that was had? 

Mr. Manager BROWNING. I think that is going very far 
afield. 

Mr. HANLEY. Oh, no; he is accused 

The PRESIDING OFFICER. Answer the question; but 
the Chair will suggest to counsel to conserve time as much 
as possible. 

The WITNESS. We did; yes. 

By Mr. HANLEY: 

Q. Immediately upon the presenting, did you suggest any 
receiver to Judge Louderback?—A. I did not. 

Q. Did you leave an order requesting the appointment of 
a receiver?—A. I did. 
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Q. Whom did he appoint?—A. Mr. G. H. Gilbert. 

Q. Had you anything to do with the appointment of Mr. 
G. H. Gilbert?—A. I had not. 

Q. Had you anything to do with the appointment of his 
attorney?—A. I had not. 

Q. After the appointment of the receiver, did your office 
cease at that time?—A. Yes, sir. I never saw him again at 
any time until here in Washington. 

Q. Thereafter a motion was made on behalf of the Pru- 
dential Co. set aside the receivership. Did you personally 
appear in that? — A. I did not; my associate did. 

Q. What member of your firm appeared in it?—A. Mr. 
Francis Quittner. 

Q. And he resisted the dismissal that was finally entered 
in that case?—A. He did. 

Mr. HANLEY. You may examine. 

Cross-examination by Mr. Manager BROWNING: 

Q. Mr. Kearsley, you are not now a member of that 
firm?—A. I am not. ‘ 

Q. Your connection with that firm was terminated because 
of the conduct of this case, was it not?—A. It was not. 

Q. You alleged in the petition you filed that the assets of 
the concern were $1,050,000, did you not?—A. I alleged that, 
yes; upon information and belief. 

Q. And you swore to it yourself?—A. I did. 

Q. On information and belief?—A. Correct. 

Q. And that is the only verification you had of the peti- 
tion?—A. That is correct. 

Q. What did you allege in that petition were the liabili- 
ties of the concern?—A. I do not recall. 

Q. How large a bond did you have the receiver put 
under?—A, I think it was $100,000. I cannot remember 
exactly. It may have been $50,000. 

Q. Was it not $50,000, and was not the bond running in 
favor of the Government itself?—-A. The usual bond was 
put up. 

Q. You did not have any indemnity to the defendant com- 
pany, did you?—A. I did not. 

Q. And you did not have any to the other creditors?— 
A. I did not. 

Q. And nobody appeared for the company there that day 
in the way of counsel, did they?—A. They did not. 

Q. They had no notice of it, did they?—A. They did not. 

Q. You give it as your opinion now, do you not, Mr. 
Kearsley, that the court had no jurisdiction on the face of 
that petition?—A. I absolutely do not; and subsequent cases 
have shown the contrary. 

Q. What was the termination of this case in that re- 
gard?—A. That was dismissed. 

Q. And it was dismissed on the ground that there was no 
jurisdiction?—A. Exactly correct. 

Q. Where are you practicing law now?—A. In Los Angeles. 

Q. Do you have an office?—A. I do. 

Q. Where is it located?—A. 414 Pacific National Building. 

Q. Are you associated with any firm now?—A. Not now. 

Q. When you went to San Francisco to file this petition, 

whom did you have associated with you in the preparation 
of it?—A. No one. 

Q. Do you know Dinkelspiel & Dinkelspiel?—A. I do. 

Q. How long have you known them?—A. I met them when 
I went to San Francisco. 

Q. To file this petition?—A. Correct. 

Q. Where did you meet them?—A. I met Mr. John Dinkel- 
spiel the morning the petition was filed. 

Q. Where?—A. I met him at the court room. 

Q. What was he doing up there?—A. Well, I can only 
assume what he was doing. I understand he came to be 
counsel for Mr. Gilbert. 

Q. But you had seen him before that time?—A. No; I had 
not seen him before that time; no. 

Q. Had you seen his brother Martin?—A. No. 

Q. You had been to his office?—A. Yes; I had been te 
his office. 

Q. Whom did you see at his office? — A. Mr. Stephens. 


Q. Did you not see either one of the Dinkelspiels at their 
office that day?—A. Yes; I did later on that day, after the 
petition was filed. 

Q. I mean before the petition was filed—A. No, sir. 

Q. But you did meet Mr. Stephens at their office?—A. 
That is correct. 

Q. How came he there? Why was he at their office?—A. 
Because I asked him to meet me there. 

Q. Had you had any correspondence with them about it 
before you went up there?—A. No. I had talked to Mr. 
Stephens on the telephone and asked him to meet me at 
their office. I can explain that. 

Q. How did you get hold of Mr. Stephens in the matter?— 
A. Called him on the telephone. 

Q. Had you had any communication with him before 
that?—-A. No. I was directed by the board of directors of 
the Character Finance Corporation to get in touch with Mr. 
Stephens concerning this matter. 

Q. Why did you not call the president?—A. Mr. Beck? 

Q. Yes.—A, Because they did not desire to call the presi- 
dent. 

Q. Why did you not call Miss Lind, the secretary?—A. I 
never heard of her before. 

Q. You did not know anything about this concern, did 
you?—A. I most certainly did. 

Q. Did you get your information through Mr, Stephens 
alone?—A. No, sir. 

Q. Had you ever met him before that day?—A. No, sir. 

Q. Had you ever had any correspondence with him before 
that day?—A. I had not; no. 

Q. Had your firm had any correspondence with him?—A. 
No; they had not that I know of. 

Q. Why did you pick Dinkelspiel’s office for him to meet 
you?—A. Because we—the firm that I was associated with, 
not myself—had used the office of Dinkelspiel & Dinkelspiel 
on other occasions as corresponding attorneys in San Fran- 
cisco. I personally had never met either of them at any time 
or been in their office before. 

Q. You say now that you did not meet them that morning 
when you were at their office?—A. I met them afterward. I 
met Martin Dinkelspiel. 

Q. I mean that morning.—A. No, sir. 

Q. Did you see them?—A. No. I met him in the anteroom. 
I was in a great hurry that morning to get over to court. 

Q. In fact, it was quite a hurried-up proceeding, was it 
not?—A. It was not. It was deliberated for approximately a 
month before we took any steps. 

Q. How long did you stay in the presence of the respondent 
when you filed the petition and asked for the receivership?— 
A. I should say approximately one half hour. 

Q. That was the time when you told him about Mr. 
Stephens’ attitude?—A. Yes; that is correct. 

Q. Did Mr. Stephens make any statement about it? 
A. He did. 

Q. What was it?—A. He told Judge Louderback that, in 
his opinion, it was absolutely necessary that something be 
done, and that he thought that the appointment of a re- 
ceiver would be a wise thing to do. 

Q. You remember that language?—A. Not exactly. I re- 
member it in effect. 

Q. What was it? What did he say?—A. I do not recall 
his exact words. 

Q. Stephens did not represent himself there that day as 
representing the firm, the Prudential Holding Co., did he?— 
A. He told Judge Louderback that he was the vice president 
of the Prudential Holding Co. 

Q. That is not the question I asked you. I asked you if he 
represented to the respondent at that time that he was rep- 
resenting the firm, the Prudential Holding Co.?—A. Not 
strictly in the sense of representing it; no. 

Q. Did he claim that he was authorized to represent 
them?—A. He did not. 

Mr. Manager BROWNING. That is all. 

The witness retired from the stand. 
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EXAMINATION OF DAVID K. BYERS 

Mr. LINFORTH. Please call David K. Byers. 

David K. Byers, having been duly sworn, was examined 
and testified as follows: 

By Mr. HANLEY: 

Q. Let us have your name, your business, and your resi- 
dence.—A. David K. Byers; San Francisco, Calif.; secretary 
and accountant, Western Coast Engineering Co. 

Mr. Manager SUMNERS. Please speak louder. 

By Mr. HANLEY: 

Q. Were you employed at any time as an auditor for the 
Prudential Holding Co.?—A. I was. 

Q. Who employed you?—A. Mr. Beck, the president. 

Q. Where is Mr. Beck?—A. To my last knowledge, in 
Mexico City. 

Q. Did he, at the time he employed you, hand you what 
purported to be a balance sheet of that company as of De- 
cember 31, 1930? 

Mr. Manager PERKINS. Mr. President, we object. 

The WITNESS. He did. 

Mr. Manager PERKINS. It is wholly immaterial in this 
proceeding what Mr. Beck did with this employee of his 
company. 

The PRESIDING OFFICER. What is the theory of coun- 
sel in offering this testimony? 

Mr. HANLEY. The theory is this: We wish to show by 
this witness that the officers of the Prudential Holding Co., 
when they employed the auditor, and at the present time, 
had a stuffed condition of alleged assets, that a balance 
sheet would not be a balance sheet, that it would not tally; 
that it practically had no assets, that it was a bankrupt 
corporation right up to the hilt, and that all it had was a 
few hundred dollars in bank; that it had hypothecated one 
piece of property on top of another; that it had made one 
deed of trust and a second deed of trust; that the officers 
of the company had decamped with the money; and that 
Beck had taken the money, after the first officer had died; 
that this man worked for 2 years and ascertained each and 
all of those facts. We can go down the balance sheet from 
the beginning to the end. 

The PRESIDING OFFICER. It would be quicker to have 
the witness answer the question than to have the explana- 
tion of counsel. Let the witness go ahead and answer. 

Mr. HANLEY. I will ask the reporter to read the last 
question. 

The Official Reporter read as follows: 


Q. Did he, at the time he employed you, hand you what pur- 
ported to be a balance sheet of that company as of December 31, 
1930?—A. He did. 


By Mr. HANLEY: 

Q. What assets, if any, did you find in that company? 

Mr. Manager PERKINS. We object. If this be admissi- 
ble, we will have to go in and try the whole case of whether 
or not the Prudential Holding Co. was or was not in fact 
insolyent, and the only inquiry here is as to the conduct of 
the respondent with reference to the petition filed, and not 
with respect to the actual assets of the company. 

The PRESIDING OFFICER. The Chair thinks it is in 
issue here, but that it is more or less unimportant. Might not 
the Chair suggest to counsel to confine himself to the issue 
as closely as possible, and go along with the evidence? 

Mr. HANLEY. We are trying to do that and do it expe- 
ditiously. It is alleged that this was a million-dollar corpo- 
ration. It is alleged that they did so-and-so and so-and-so. 
Now I am going to show the real condition of this alleged, 
mythical corporation of some millions of dollars. 

The PRESIDING OFFICER. The objection is overruled. 

By Mr. HANLEY: 

Q. What did you find, if anything, with reference to its 
assets, as given to you by the president?—A. Owing to the 
condition of the accounts, it was impossible to determine 
any definite values to any of their assets. The accounts they 
showed me in most cases could not be supported by any 
evidence supporting any values whatsoever; and with regard 
to the depreciation of the properties which they entered on 
their books, they never had any authentic appraisal made. 
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The president of the company would simply add the values, 
depreciate the values, and have them entered on the books. 
Insofar as their operations since their inception, they always 
ran at a heavy loss, their operating expense was very heavy, 
their trades in real estate and stocks always showed a big 
loss to the corporation; and in later days, when I attempted 
to find deeds of trust or stock certificates supporting the 
assets as they appeared in their ledgers, they were not there, 
and I never was given a satisfactory explanation as to 
where they disappeared to. 

Q. Was the property mortgaged and second mortgaged?— 
A. Yes, sir. 

Q. Were you, during the 2 years you were connected with 
the company, ever able to get from anyone connected with 
the company an intelligent statement or set-up of the assets 
or the liabilities?—A. No, sir. 

Mr. Manager SUMNERS. Mr. President, we object to 
that question as being leading. We object to the line of 
testimony because, insofar as we have undertaken to develop 
the evidence, and as far as we think it can be developed, the 
issues are these, that the respondent took jurisdiction of this 
matter when, as a matter of fact, he had no jurisdiction 
under the law. No hearing was given to the defendant, and 
then later on the matter went into the bankruptcy court, 
and this proceeding in equity was then dismissed, and the 
same parties were appointed receiver and attorney, respec- 
tively, in the bankruptcy court. Without regard to the con- 
dition of the business, the point is, in the first instance, a 
matter of jurisdiction. 

The PRESIDING OFFICER. The managers on the part 
of the House insist that the court had no jurisdiction in the 
matter at all? 

Mr. Manager SUMNERS. That is right. 

The PRESIDING OFFICER. And regardless of the con- 
dition? 

Mr. Manager SUMNERS. That is right. That issue was 
never touched by anybddy. We are going to have to go 
over this case. We cannot afford to take the testimony of 
this auditor. We would have to have an opportunity to 
check up on that case, and see whether, with all respect to 
this witness, the witness’ testimony is correct or not. 

The PRESIDING OFFICER. The Chair will permit this 
question to be answered, but other questions along this line 
will be subject to objection by the managers on the part of 
the House. 

The reporter repented the pending question as follows: 

Q. Were you, d the 2 years were connected with the 
company, ever able to get from anyone connected with the com- 
pany an intelligent statement or set-up of the assets of the lia- 
bilities?—A. No, sir. 

Mr. Manager SUMNERS. Mr. President, in order to get 
the record straight, we respectfully request that the ques- 
tion and answer be stricken from the record. 

The PRESIDING OFFICER. The motion is overruled. 

By Mr. HANLEY: 

Q. Were you ever paid for your services?—A. No, sir. 

Mr. HANLEY. That is all. Cross-examine. 

Cross-examination by Mr. Manager SUMNERS: 

Q. Mr. Byers, you have no personal knowledge of the as- 
sets of this corporation, have you?—A. I have not actually 
seen the assets. 

Q. You have no personal knowledge of what assets this 
corporation had, have you?—A. I have personal knowledge 
of the values. 

Q. If you have never seen the assets, how can you tell 
anything about their values?—A. For the reason that as to 
all the operations reported on there was always heavy loss. 

Q. All the railroads in the country would be valueless ac- 
cording to that system, would they not? 

Mr. LINFORTH. Mr. President, I submit these questions 
are all argumentative. Counsel should not argue with the 
witness. 

The PRESIDING OFFICER. On _ cross-examination, 
counsel has a good deal of latitude. 

By Mr. Manager PERKINS: 

Q. You were with the company 2 years, were you not?—A. 
I was not permanently with them. I was merely visiting. 
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Q. You only visited this company?—A. My arrangement cost and expense to the depositors on account of exorbitant fees 


with the president was that I was to come over and super- 
vise and assist the bookkeeper. 

Q. You were not the bookkeeper?—A. Oh, no. 

Q. You supervised? How often did you get there?—A. 
Three and four times a week; sometimes less than that. 

Q. And during all the time you were coming there, 3 
or 4 times a week, it was a going concern, was it not?— 
A. The doors were open; yes, sir. 

Q. I said, “It was a going concern.”—A. Yes. 

Mr. Manager PERKINS. That is all. 

The PRESIDING OFFICER. Are there further ques- 
tions? If not, the witness will be excused. 

(The witness retired from the stand.) 

Mr. LINFORTH. Mr. President, there are several wit- 
nesses whom we have in attendance whose testimony would 
be merely cumulative. Due to the stress under which the 
Senate is working, with emergency measures and the like, 
we have concluded not to call those witnesses, and I take 
it that there will be no reflection, so far as the honorable 
Senate is concerned, for our not doing so, having brought 
them this distance to testify. If that is correct, I am now 
prepared to announce that we have one short witness, who 
will not take longer than 10 minutes, if we conclude to 
call him, and then the respondent; and then we will be 
prepared to rest. Mr. President, with this statement, I 
would appreciate it very much if the honorable Senators 
could see their way clear at this time to take a recess until 
tomorrow morning. 

RECESS 


Mr. ASHURST. Mr. President, I move that the Senate, 
sitting as a Court of Impeachment, take a recess until 10 
o’clock tomorrow morning. 

The motion was agreed to; and (at 6 o’clock pm.) the 
Senate, sitting as a Court of Impeachment, took a recess 
until tomorrow, Tuesday, May 23, 1933, at 10 o’clock a.m. 


LEGISLATIVE SESSION 


The Senate, pursuant to the order for the recess entered 
on Saturday, May 20, resumed legislative session. 


MESSAGES FROM THE PRESIDENT 


Messages in writing from the President of the United 
States were communicated to the Senate by Mr. Latta, one 
of his secretaries. 


MESSAGE FROM THE HOUSE 


A message from the House of Representatives, by Mr. 
Haltigan, one of its clerks, announced that the House had 
agreed to the report of the committee of conference on the 
disagreeing votes of the two Houses on the amendment of 
the Senate to the bill (H.R. 5480) to provide full and fair 
disclosure of the character of securities sold in interstate 
and foreign commerce and through the mails, and to pre- 
yent frauds in the sale thereof, and for other purposes. 


PETITIONS AND MEMORIALS 


The VICE PRESIDENT laid before the Senate the follow- 
ing resolution of the House of Representatives of the State 
of Illinois, which was referred to the Committee on SERN 
and Currency: 

STATE OF ILLINOIS, 
OFFICE OF THE SECRETARY OF STATE. 
To all to whom these presents shall come, greeting: 

I, Edward J. Hughes, secretary of state of the State of Illinois, 
do hereby certify that the following and hereto attached is a true 
photostatic copy of House Resolution No. 55, the original of which 
is now on file and a matter of record in this office. 

In testimony whereof I hereto set my hand and cause to be 
affixed the great seal of the State of Illinois. Done at the city of 
Springfield this 19th day of May A.D. 1933. 

[SEAL] Epwarp J. HUGHES, 

Secretary of State. 


House Resolution 55 


Whereas hundreds of thousands of depositors in State and Na- 
tional banks throughout the State of Illinois, and millions of de- 
positors in banks throughout the Nation, have their moneys tied 
up in closed banks; and 

Whereas heretofore only a small percentage of such deposits has 
been paid by some of the closed banks to the depositors at great 


paid to receivers and attorneys for receivers; and 

Whereas in order to reestablish the confidence of the people at 
large in the State and Nation and to restore confidence in banks 
and bankers, as well as to stimulate business in this State and 
Nation, it is of vital importance that some Federal agency be cre- 
ated to take over all the assets and liabilities of closed banks in the 
State and Nation and pay all the depositors in said closed banks 
100 cents on the dollar: Now, therefore, be it 

Resolved by the House of Representatives of the Fifty-eighth 
General Assembly of the State of Illinois, That this body urgently 
request the Congress of the United States at its present session to 
enact such legislation and make such appropriations as may be 
necessary to put into effect the suggestions contained herein; and 
be it further 

Resolved, That copies of this preamble and resolution be sent 
forthwith to the President of the United States, the President of 
the Senate, the Speaker of the House, and to each Senator and 
Congressman from Illinois. 

I hereby certify the foregoing to be a true copy of a resolution 
adopted by the House of Representatives of the Fifty-eighth Gen- 
eral Assembly of the State of Illinois on May 17, 1933. 

Cuas. P. Cuser, 
Clerk of the House of Representatives. 


The VICE PRESIDENT also laid before the Senate the 
following joint resolution of the Legislature of the State of 
Wisconsin, which was referred to the Committee on Finance: 


STATE or WISCONSIN. 


Joint resolution memorializing Congress to enact laws providing 
for the use of ethyl alcohol in all motor fuels 


Whereas at present low prices it is impossible for farmers to 
meet insurance, interest, and taxes, and a continuation of this 
condition will result not only in depriving the majority of farmers 
of their farms and life savings but in making impossible any 
substantial improvement in general economic conditions; and 

Whereas the only real solution to this situation lies in an in- 
creased demand, market, and price for farm products; and 

Whereas legislation providing that motor fuel must be blended 
with alcohol made from farm products grown in this country 
would increase the demand and price for farm products; and 

Whereas the blending of gasoline with alcohol made from farm 
products has proved to be a more efficient motor fuel than that 
now in use, and would result in placing this country on an import 
rather than on an export basis and would greatly increase the 
price of farm products; and 

Whereas 14 foreign countries have already passed legislation 
requiring such blending of motor fuels: Now, therefore, be it 

Resolved by the senate (the assembly concurring), That the Leg- 
islature of Wisconsin hereby respectfully memorializes the Con- 
gress of the United States to pass a law providing that all 
petroleum products used as a fuel in internal-combustion engines 
shall be blended with ethyl alcohol made from agricultural prod- 
ucts grown within the United States; be it further 

Resolved, That properly attested copies of this resolution be 
sent to President Roosevelt, to both Houses of the Congress of the 
United States, and to each Representative and Senator from 
Wisconsin. 

THOMAS J. O'MALLEY, 
President of the Senate. 
R. A. COBBAN, 
Chief Clerk of the Senate. 
C. T. Youns, 
Speaker of the Assembly. 
JoHN J. SLOCUM, 
Chief Clerk of the Assembly 


The VICE PRESIDENT also laid before the Senate a 
cablegram embodying a concurrent resolution adopted by 
the Legislature of the Territory of Hawaii, which was re- 
28 to the Committee on Territories and Insular Affairs, 
as follows: 


HoxNoLULU, May 21, 1933. 
Hon. JOHN N. GARNER, 
President Senate, Washington, D.C.: 

We have the honor to transmit the following concurrent reso- 
lution unanimously adopted this day by the Legislature of the 
Territory of Hawaii: 

“Whereas it has come to the attention of this legislature 
through items in the public press and otherwise that action is 
contemplated in Washington toward the amendment of the 
Hawaiian organic act removing the 3-year residence qualification 
for the Governor of Hawali; and 

“Whereas it is well known that there are among those who 
have resided in this Territory during the preceding 3 years numer- 
ous men of the Democratic Party who are fully and ably qualified 
for this high office; and 

“ Whereas it is also the firm conviction of this legislature that 
it would result most unfairly and unfortunately for the Territory 
should a nonresident of necessity unfamiliar with local conditions 
and problems be appointed to this office; and 

“Whereas the or ant procedure would be absolutely con- 
trary to all principles of American self-government, in the fulfill- 


3876 


ment of which principles this Territory has heretofore given an 
excellent account of itself: Now, therefore, be it 
“ Resolved by the Senate of the Territory of Hawati, seventeenth 
regular session (the house of tatives concurring), That on 
behalf of the people of this Territory this legislature earnestly 
protests against any action by the Congress of the United States 
of America toward the elimination of the 3-year residence quali- 
fication for the Governor of this Territory; and be it further 
“ Resolved, That certified copies of this resolution be forwarded 
to the President of the United States of America, to each of the 
two Houses of Congress, to the Secretary of the Interior, and to 
the Delegate to Congress from Hawaii.” 
Gero. P. COOKE, : 
President of the Senate. 
HERBERT N. AHUNA, 
Speaker House of Representatives. 


The VICE PRESIDENT also laid before the Senate reso- 
lutions adopted by the Galveston Boosters’ Club and the 
Kiwanis Club, both of Galveston; the Chambers of Com- 
merce of Buffalo, Dalhart, and Hearne; the board of direc- 
tors of the Lamar County Chamber of Commerce; and the 
Commissioners’ Courts of the Counties of Galveston, Mc- 
Culloch, and Wood, all in the State of Texas, endorsing the 
program of President Roosevelt and favoring the inaugura- 
tion of a public-works program for unemployment relief 
providing highway construction in the State of Texas, which 
were referred to the Committee on Finance. 

He also laid before the Senate a resolution adopted by 
Hope Council, No. 1, Sons and Daughters of Liberty, of 
Washington, D.C., favoring the prompt passage of House 
pill 4114, the so-called “ Dies bill ”, establishing a fixed quota 
pertaining to the immigration of aliens, which was referred 
to the Committee on Immigration. 

He also laid before the Senate a resolution adopted by 
John A. Hadley Chapter, No. 3, Eighth Army Corps Asso- 
ciation of the United States, Los Angeles, Calif., protesting 
against the curtailment or elimination of pensions of 
Spanish-American War veterans, which was referred to the 
Committee on Pensions. 


VETERANS’ LEGISLATION 


Mr. WALSH. Mr. President, I present resolutions adopted 
by the mayor and City Council of Brockton, Mass., favoring 
the further study of veterans’ legislation toward the end of 
a favorable adjustment, and ask that they be printed in 
full in the Recorp and appropriately referred. 

There being no objection, the resolutions were referred 
to the Committee on Finance and ordered to be printed in 
the Recorp, as follows: ` 


Crry oF BROCKTON, 
CoMMONWEALTH OF MASSACHUSETTS, 
In Common Council, May 4, 1933. 


Whereas it has come to the attention of the mayor and City 
Council of the City of Brockton that unwarranted misery and 
suffering will be caused disabled veterans of the Spanish-American 
and World Wars due to the operation of the act to curtail cur- 
rent expenses of benefits to war veterans recently enacted by the 
Federal Government, including many veterans who incurred their 
disabilities or disease in line of duty while in the active military 
service; and 

Whereas the reduction in benefits from the Federal Government 
will compel many beneficiaries to apply to our local relief agencies 
to enable their families to obtain sufficient sustenance, thereby 
shifting the burden of providing for ex-soldiers from the National 
Government to the local government, thus departing from the 
established custom which has been in existence since the days of 
the Revolutionary War that men who served the Federal Govern- 
ment in time of stress should be cared for by the United States; 
and 

Whereas this council believes that these unwarranted and dras- 
tic cuts in compensation now being paid to veterans does not 
meet with the approval of the American public in general, and 
believing that if the matter was brought to the personal attention 
of the President of the United States that immediate legislation 
would be enacted to bring about a more equitable and fair adjust- 
ment of veterans’ benefits: Therefore be it 

Resolved, That the mayor and City Council of the City of Brock- 
ton hereby goes on record in favor of a study of the entire matter 
of veterans’ legislation in the hope that such study will bring 
about a favorable adjustment to the end that no veteran suffering 
from a disability incurred in line of duty while in the active 
military and naval service of the United States shall be called 
upon to bear a greater sacrifice than other classes of the Ameri- 
can public, bearing in mind the hardships and tribulations that 
they endured during the period of war; and be it further 

Resolved, That a copy of these resolutions be forwarded to the 
President of the United States, United States Senators from Massa- 
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chusetts, and the Member of the United States House of Repre- 
sentatives from this district. 
In common council May 4, 1933, passed and sent up for con- 


currence. 
Haroip C. Byram, Clerk. 


In board of aldermen May 8, 1933, passed in concurrence. 
: J. ALBERT SULLIVAN, Clerk. 
Approved May 11, 1033. 
Horace C. BAKER, Mayor. 
A true copy. Attest: 


[SEAL] J. ALBERT SULLIVAN, City Clerk. 


THE FOREIGN DEBT 


Mr. WALSH. Mr. President, I present and ask that there 
be printed in the CONGRESSIONAL Rxconp and appropriately 
referred resolutions I have just received from the John 
Boyle O'Reilly Club, of West Newton, Mass., in opposition 
to cancelation or further reduction of foreign war debts 
due the American people. 


There being no objection, the resolutions were referred 
to the Committee on Finance and ordered to be printed in 
the Recorp, as follows: 


Hon. Davin I. WALSH, 
United States Senator, Washington, D.C. 

Dran Sm: The resolutions which follow were adopted by a 
unanimous vote at a meeting of the John Boyle O'Reilly Club, 
og ie held at West Newton, Mass., on Wednesday evening, 

y 10. 

We have been directed to forward the resolutions to you for your 
information and consideration. The members hope that you will 
take a firm stand against the further reduction or cancelation of 
foreign war debts. : 

Respectfully yours, 
TIMOTHY O'CONNELL, Chairman. 
PATRICK J. GLEASON, Secretary, 
78 Walnut Street, Wellesley Hills, Mass. 


Whereas Mr. Ramsay MacDonald, the British Premier, in public 
utterances while in this country expressed his desire for “ inter- 
national harmony”, decried “economic retaliation”, and pro- 
fessed the interest of himself and his Government in world peace 
and unity; and 

Whereas the Government of which Mr. MacDonald is head has 
been and is carrying on a relentless economic war against the 
people of the Irish Free State; and 

Whereas the British Government declines to submit to an inde- 
pendent tribunal Britain’s claim to Irish land annuities and 
rejects with scorn Ireland’s demand for restitution of overtaxa- 
tion of more than £360,000,000, which, according to the finding of 
the Irish Financial Relations Committee, a body appointed by 
Britain, the Government in London has wrung from the taxpayers 
of Ireland since 1801: Therefore be it 

Resolved, That we draw the attention of our National Govern- 
ment in Washington and of our fellow citizens generally to this 
striking difference between Mr. MacDonald's amicable statements 
and the belligerent attitude of his Government toward the people 
of the 26 counties of Ireland, known as the Irish Free State"; 
and be it 

Resolved, That we brand as insincere the statements of Mr. 
Ramsay MacDonald regarding “economic harmony” and “ world 
peace, and that we declare his disapproval of “ economic retalia- 
tion ” is contradicted by the attempt of his Government to throttle 
me people of the Irish Free State by economic aggression; and 

it also 

Resolved, That as loyal citizens sincerely interested in the wel- 
fare of the United States, we request the Members of both Houses 
of Congress to oppose the cancelation or further reduction of 
foreign war debts due to the American people, because cancela- 
tion or downward revision of those debts would transfer Europe’s 
burden to the shoulders of American taxpayers of the present time 
and of generations to come; and we exhort our fellow citizens 
generally to prevent any such ruinous development by vigilantly 
guarding their rights and vigorously asserting their claim to what 
belongs to them. 


CAPITAL STRUCTURE OF THE RAILROADS 


Mr. WALSH. Mr. President, I present and ask to have 
printed in full in the Recorp and appropriately referred a 
communication from Massachusetts Lodge, No. 229, of the 
Brotherhood of Railroad Clerks, urging that the capital 
structure of the railroads be revised. 

There being no objection, the communication was re- 
ferred to the Committee on Interstate Commerce and or- 
dered to be printed in the Recor», as follows: 

BROTHERHOOD OF RAILWAY AND STEAMSHIP CLERKS, 

FREIGHT HANDLERS, EXPRESS AND STATION EMPLOYEES, 
COMMONWEALTH LopcE, No. 229, 
Worcester, Mass., May 15, 1933. 
Hon. Davin I. WALSH, 
Senator from Massachusetts, Washington, D.C. 

Dear Sm: I am writing you on behalf of the members of Com- 
monwealth Lodge, No. 229, of Brotherhood of Railroad Clerks 
relative to the railroad legislation now pending before Congress. 
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We are given to understand that the main purpose of this leg- 
islation is to effect economy on the railroads. We are informed 
that the means to attain this end will be by dismissing thousands 
of employees who are now at work. 

In view of the fact that the Government has been doing all 
within its power to provide jobs for some of the people who are 
now out of work, does it seem logical to now proceed to throw 
out those who now have work? 

It is said that the financial structure of the railroads must be 
protected and made secure. With that we agree, but we ask in all 
sincerity if you think that labor should bear all the burden. 

We are firmly of the opinion that the capital structure of the 
railroads should be revised and that this is one of the avenues 
through which economy should be made. 

It is conceded by all that the main objective now is to increase 
the purchasing power of the masses and that now that the skies 
seem to be brightening it would seem too bad if this proposed 
law should have the effect of destroying the purchasing power of 
a large number of railroad employees. 3 

Is it not reasonable to suppose that if the now apparent upturn 
in business should continue to increase that the added revenue 
that would flow to the for a 


dent to restore prosperity to the country and the loyal support 
given him by the Members of Congress. May we take this oppor- 
tunity to extend to you our sincere appreciation of your assistance 
in these efforts? 

In conclusion may we presume to suggest that you give this 
matter your careful consideration to the end that those who are 
now enjoying the blessing of peace and contentment derived from 
the fruits of their labor may be allowed to continue to do so? 


Yours sincerely, 
[SEAL] J. A. McCum, President. 


NAVAL AND MARINE HOSPITALS AT CHELSEA, MASS. 


Mr. WALSH. Mr. President, I present and ask that there 
be printed in full in the CONGRESSIONAL RECORD and appro- 
priately referred resolutions I have just received from the 
secretary of the Commonwealth of Massachusetts, relative 
to the United States Naval Hospital and the United States 
Marine Hospital at Chelsea. 

There being no objection, the resolutions were referred 
to the Committee on Naval Affairs and ordered to be printed 
in the Recorp, as follows: 

Resolutions relative to the United States Naval Hospital and the 
United States Marine Hospital at Chelsea 

Whereas the United States Naval Hospital and the United States 
Marine Hospital in the city of Chelsea have for many years ren- 
dered invaluable service in the care and treatment of veterans and 
employees of the Federal Government and are equipped with ex- 
DENEA Cr whup and surgical facilities and apparatus and skilled 

and 

Whereas said hospitals have established a notable record for effi- 
cient and humanitarian work in this section of the United States, 
and have made an indelible impression upon the citizens of our 
Commonwealth for the admirable service rendered during a long 


period of years: Therefore be it 
tfully petitions the President 


Resolved, That the senate 
of the United States, in the in of the public health and 
institutions 


convenience, to continue these hospitals as necessary 
of our Federal Government in the performance of the efficient and 
humanitarian functions for which they are y 

fitted, because of location, equipment, and as clearly 
demonstrated by their long record of public service; and be it 
further 


Resolved, That copies of these resolutions be forwarded forth- 
with by the secretary of the Commonwealth to the President of 
the United States, to the presi branches 
Congress, and to the Members thereof 


wealth. 
In senate, adopted, May 11, 1933. 


Irvine N. Hayrnen, Clerk. 
A true copy. Attest: 


F. W. Coox, 
Secretary of the Commonwealth. 
REPORTS OF COMMITTEES 

Mr. BYRNES, from the Committee to Audit and Control 
the Contingent Expenses of the Senate, to which was re- 
ferred the resolution (S.Res. 82) authorizing a further ex- 
penditure in connection with the impeachment trial of Judge 
Harold Louderback, reported it without amendment. 

Mr. DILL, from the Committee on Interstate Commerce, 
to which was referred the bill (S. 1580) to relieve the existing 
national emergency in relation to interstate railroad trans- 
portation, and to amend sections 5, 15a, and 19a of the 
Interstate Commerce Act, as amended, reported it with 
amendments and submitted a report (No. 87) thereon. 
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Mr. KING, from the Committee on the Judiciary, to which 
was referred the bill (S. 1581) to amend the act approved 
July 3, 1930 (46 Stat. 1005), authorizing commissioners or 
members of international tribunals to administer oaths, etc., 
reported it with amendments and submitted a report (No. 
88) thereon. 

BILLS INTRODUCED 

Bills were introduced, read the first time, and, by unani- 
mous consent, the second time, and referred as follows: 

By Mr. VANDENBERG: 

A bill (S. 1740) to extend certain benefits of the Public 
Health Service to certain seamen, and for other purposes; 
to the Committee on Commerce. 

By Mr. NYE: 

A bill (S. 1741) to stop injury to the public grazing lands 
by preventing overgrazing and soil deterioration, to provide 
for their orderly use, improvement, and development, to 
stabilize the livestock industry dependent upon the public 
range, and for other purposes; to the Committee on Public 
Lands and Surveys. 

By Mr. DILL: 

A bill (S. 1742) granting consent of Congress to Ernest 
N. Hutchinson, Otto A. Case, and A. C. Martin to construct, 
maintain, and operate a bridge across Deception Pass be- 
tween Whidby Island and Fidalgo Island in the State of 
Washington; to the Committee on Commerce. 

A bill (S. 1743) authorizing the extension of time for the 
payment of governmental fees in the nature of purchase 
price payable to the United States Government under appli- 
cations for commutations of homestead entries, the purchase 
of timber lands; and the purchase of coal lands of the United 
States; to the Committee on Public Lands and Surveys. 

By Mr. TRAMMELL: y 

A bill (S. 1744) enabling certain farmers and fruit grow- 
ers to receive the benefits of the Federal Farm Loan Act and 
amendments thereto and the Emergency Farm Mortgage Act 
of 1933; to the Committee on Banking and Currency. 

By Mr. McNARY: 

A bill (S. 1745) granting the consent of Congress to the 
State of Oregon to construct, maintain, and operate a toll 
bridge across the Umpqua River at or near Reedsport, 
Douglas County, Oreg.; 

A bill (S. 1746) granting the consent of Congress to the 
State of Oregon to construct, maintain, and operate a toll 
bridge across Yaquima Bay at or near Newport, Lincoln 
County, Oreg.; 

A bill (S. 1747) granting the consent of Congress to the 
State of Oregon to construct, maintain, and operate a toll 
bridge across Alsea Bay at or near Walport, Lincoln County, 
Oreg.; 

A bill (S. 1748) granting the consent of Congress to the 
State of Oregon to construct, maintain, and operate a toll 
bridge across Coos Bay at or near North Bend, Coos County, 
Oreg.; and 

A bill (S. 1749) granting the consent of Congress to the 
State of Oregon to construct, maintain, and operate a toll 
bridge across the Siuslaw River at or near Florence, Lane 
County, Oreg.; to the Committee on Commerce. 


AMENDMENTS TO PUBLIC-WORKS BILL 


Mr. BARBOUR submitted an amendment intended to be 
proposed by him to Senate bill 1712, the industrial control 
and public-works bill, which was ordered to lie on the table 
and to be printed. \ 

Mr. WALSH and Mr. DIETERICH each submitted an 
amendment intended to be proposed by them, respectively, to 
Senate bill 1712, the industrial control and public-works bill, 
which were referred to the Committee on Finance and or- 
dered to be printed. 

REGULATION OF BANKING 

Mr. VANDENBERG. Mr. President, the pending amend- 
ment to the banking bill is my proposal dealing with the 
immediate application of an insurance formula. The mu- 
tual savings banks have requested that the amendment be 
changed to permit them to qualify within the amendment, 
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The entire amendment has now been canvassed on both 
sides of the Senate by a number of Members of the Senate, 
and a final reprint, in conclusive form, is now available. I 
ask unanimous consent that this final print, identified as 
printed on May 15, 1933, be the pending amendment to the 
bill, and that it be printed in the Recorp. 

The PRESIDING OFFICER (Mr. Rogerson of Indiana in 
the chair). Is there objection? The Chair hears none, and 
it is so ordered. 

The amendment is as follows: 


Amendment proposed by Mr. VANDENBERG to the bill (S. 1631) to 

rovide for the safer and more effective use of the assets of Federal 
Rastra banks and of national banking associations, to regulate 
interbank control, to prevent the undue diversion of funds into 
speculative operations, and for other p „ viz: 

On page 45, after line 3, insert the following new section: 

“Sec. 120. (a) There is hereby created a Temporary Federal 
Bank Deposit Insurance Fund (hereinafter referred to as the 
Fund), which shall become operative on July 1, 1933, and 
whose duty it shall be to insure deposits as hereinafter provided 
until July 1, 1934. 

“(b) Each member bank licensed before July 1, 1933, by the 
Secretary of the Treasury, pursuant to the authority vested in 
him by the proclamation of the President issued March 10, 1933, 
shall, on or before July 1, 1933, become a member of the Fund; 
each member bank so licensed after such date, and each State 
bank or trust company which becomes a member of the Federal 
Reserve System after such date, shall, upon being so licensed or 
so admitted to membership, become a member of the Fund; and 
any State bank or trust company and/or mutual savings bank 
which is not a member of the Federal Reserve System may, upon 
application therefor, become a member of the Fund on or before 
January 1, 1934, if such application is accompanied by a certifi- 
cate of the State banking authority that such State bank or trust 
company or mutual savings bank is, on the date of such applica- 
tien, solvent with respect to its unrestricted deposits. 

“(c) The Fund shall insure the amounts owed to each of the 
depositors of each of its members, but not to exceed $2,500 in the 
case of any one depositor; but the provisions of this section shall 
not apply to any impounded deposit or any impounded portion 
thereof. Any restrictions heretofore or hereafter proclaimed by 
the Secretary of the Treasury shall not render a deposit ineligible 
for insurance. 

“(d) Each member of the Fund which shall become a member 
on or before July 1, 1933, shall file with the Fund on or before 
such date, a certified statement under oath showing the number 
of its depositors and the total amount of its deposits as of June 
15, 1933, which are eligible for insurance under this section, to- 
gether with a certified check in an amount equal to one half of 
1 percent of the total amount of the deposits so certified; and 
each member bank, State bank, and trust company which shall 
become a member of the Fund after July 1, 1933, shall at the 
time of its admission to membership file with the Fund such a 
statement showing the number of its depositors and the total 
amount of its deposits as of the 15th day of the month p 
.the month in which it was so admitted, which are eligible for 
insurance under this section, together with a certified check in an 
amount equal to one half of 1 percent of the total amount of 
the deposits so certified. A similar statement shall be filed by 
each such member on January 1, 1934, showing the number of 
its depositors and the total amount of its deposits as of Decem- 
ber 15, 1933, which are eligible for such insurance, together with 
a certified check in an amount equal to one half of 1 percent of 
the increase, if any, in the total amount of such deposits since 
the date covered by the statement filed upon its admission to 
membership in the Fund. 

“(e) If at any time prior to July 1, 1934, the Fund requires 
additional funds with which to meet its obligations under this 
section, each member of the Fund shall be subject to one addi- 
tional assessment only in an amount not exceeding the total 
amount theretofore paid to the Fund by such member. 

“(f) During the period that deposits are insured under this 
section, no member of the Fund shall pay interest at a rate in 
excess of 2½ percent per annum on the amount of any of its 
deposits so insured. 

“(g) Whenever any member of the Fund shall have been closed 
by the appropriate legal authorities, the Fund shall pay to the 
depositors of such member as soon as possible thereafter the 
amount of their deposits on the date of such closing which are 
insured under this section. After such payment the Fund shall 
be subrogated to all rights against the closed bank of the owners 
of such insured deposits and shall be entitled to receive the same 
dividends from the proceeds of the assets of such closed bank as 
would have been payable to each such depositor with respect to 
his insured deposit. 

“(h) In the event that the Fund shall be unable to pay any of 
its obligations, when due, the Secretary of the Treasury shall pay 
the amount thereof, which is hereby authorized to be appropriated 
out of any money in the Treasury not otherwise appropriated. 
If any such advances are made by the Secretary of the Treasury, 
they shall be subsequently reimbursed to the Treasury by the 
Federal Bank Deposit Insurance Corporation by means of a special 
annual assessment on the members of the Fund of one fourth of 
1 percent of the total insured deposits of such members on Janu- 
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ary 1, 1934, which the corporation is hereby authorized to collect 
8 aE apei such advances shall have been fully reim- 
ursed, but no su assessment shall be made after the expira’ 

May tn tee cig! 1, 1934. Fags 

e event that the Fund shall pay all of its obligations 
without recourse to the provisions of subsection (h) = this 
section, any balance remaining in the Fund on July 1, 1934, 
shall be transferred to the Federal Bank Deposit Insurance Cor- 
poration and credited to its deposit insurance account. 

(j) The Fund shall be a body corporate with power to adopt 
and use a corporate seal; to make contracts; to sue and be sued, 
complain and defend in any court of law or equity, State or 
Federal; to appoint by its board of directors, which shall consist 
of the members of the Federal Reserve Board, such officers and 
employees as may be necessary to carry out the powers granted to 
the Fund by this section, to define their duties, fix their com- 
pensation, require bonds of them and fix the penalty thereof, and 
to dismiss at pleasure such officers or employees; to prescribe by 
its board of directors bylaws, not inconsistent with law, regu- 
lating the manner in which its general business may be con- 
ducted and the privileges granted to it by law may be exercised 
rans 5 to exercise by its board of directors, or duly 
au or agents, all powers specifically granted b 
this section and such incidental powers as shall te a to 
carry out the powers so granted. No member of the board of 
directors of the Fund shall receive any additional compensation 
for his services as such member, 

“(k) There is hereby authorized to be appropriated, out of any 
money in the Treasury not otherwise appropriated, the sum of 
$10,000,000, which shall be made immediately available to the 
Fund for the purpose of paying any of its expenses or obligations. 

“(1) All functions of the Fund shall cease on July 1, 1934; 
except that it may proceed to collect any liquidating dividends to 
which it may be entitled under subsection (g) of this section. 
The net proceeds of all such collections after July 1, 1934, shall 
be paid to the Federal Bank Deposit Insurance Corporation for 
credit to its deposit insurance account, unless there is a balance 
due the Treasury under subsection (h) of this section, in which 
event such collections shall first be paid into the Treasury to 
the extent of such balance.” 

On page 45, line 3, strike out the quotation marks. 


MIGRATORY BIRD CONSERVATION COMMISSION 


Mr. McNARY. Mr. President, in the temporary absence 
of the Senator from Arkansas [Mr. Roprnson], I desire to 
propose the following order. It meets with his approval, 
and I should like to have it entered at this time. 

The PRESIDING OFFICER. Let it be read for the infor- 
mation of the Senate. 

The Chief Clerk read as follows: 


The Chair appoints the Senator from Nevada [Mr. PITTMAN] as 
a member of the Migratory Bird Conservation Commission to fill 
the vacancy created by the resignation of the Senator from Mis- 
souri, Mr. Hawes. 


The PRESIDING OFFICER. The question is on agree- 
ing to the order. 

Mr. NORRIS. Mr. President, I should like to have the 
order read again. 

The PRESIDING OFFICER. The clerk will read, as re- 
quested. 

The Chief Clerk read as follows: 

The Chair appoints the Senator from Nevada [Mr. Prrrman]—— 


Mr. NORRIS. That is far enough. That is not an order. 
The Chair has not appointed him. We cannot say what the 
Chair has done. As a matter of fact, the Chair has not 
done anything of the kind. It does not make it any stronger 
if we pass the resolution, if it might be called that. 

Mr. McNARY. Mr. President, there is a vacancy on the 
Commission due to the retirement of former Senator Hawes, 
of Missouri. This is an order I want the Chair himself to 
make. It does not require a vote. It is simply an order to 
be made, and I have requested it in the absence of the 
Senator from Arkansas, at his request. 

Mr. NORRIS. I am not objecting to the appointment of 
the Senator from Nevada to fill the vacancy. We are trying 
to vote an order through the Senate when the order says, 
“The Chair appoints the Senator from Nevada”, and so 
forth. If it is desired to have the Senate do it, I have no 
objection. 

Mr. McNARY. It is not necessary for the Senate to do it. 
It is an order prepared for the Chair to make himself in his 
own way. It does not require action of the Senate at all. 
I simply sent it to the Chair to have it entered as his order. 

Mr. NORRIS, If the Chair wants to do that, I have no 
objection. 
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The PRESIDING OFFICER. The Chair appoints the 
Senator from Nevada (Mr. Prrrman] as a member of the 
Migratory Bird Conservation Commission to fill the vacancy 
created by the resignation of the Senator from Missouri, Mr. 
Hawes. 

Mr. NORRIS. Ithank the Chair! [Laughter.] 

Mr. WALCOTT. Mr. President, before we leave the sub- 
ject, if I can have just a moment for the purpose, I should 
like to explain the order of the Chair and its significance at 
this time. 

The executive Commission to enforce the Migratory Bird 
Treaty Act is an important body. A special meeting of the 
Commission has been called for tomorrow at 11:30. There 
is a vacancy on the Commission, created by the resignation 
from the Senate of Senator Hawes, and the powers that be 
are very anxious to have the Senator from Nevada [Mr. 
Pittman] fill that vacancy. F 

Probably there is no one in the Senate as well qualified to 
take that place as the Senator from Neyada. He is very 
much in earnest about the work of conservation and is very 
well qualified for it and can and will be present at the meet- 
ing tomorrow. That is why there was some haste in getting 
this appointment through—because during the last few days 
a very important program has been laid out by several con- 
servationists in different parts of the country that will be 
seriously considered tomorrow by the Commission and, I 
hope, will be approved. 

PROTECTION OF INVESTORS—CONFERENCE REPORT 


Mr. FLETCHER. Mr. President, I present a conference 
report which was adopted in the House today. I should like 
to have it considered now. Ido not think it will lead to any 
debate. 

The report presented by Mr. FLETCHER is as follows: 


The committee of conference on the disagreeing votes of 
the two Houses on the amendment of the Senate to the 
bill (H.R. 5480) to provide full and fair disclosure of the 
character of securities sold in interstate and foreign com- 
merce and through the mails, and to prevent frauds in the 
sale thereof, and for other purposes, having met, after full 
and free conference, have agreed to recommend and do 
recommend to their respective Houses as follows: 

That the House recede from its disagreement to the 
amendment of the Senate and agree to the same with an 
amendment as follows: In lieu of the matter proposed to 
be inserted by the Senate amendment insert the following: 

“ TITLE I 
“ SHORT TITLE 

“Section 1. This title may be cited as the ‘ Securities Act 
of 1933.’ 

“ DEFINITIONS 

“Sec, 2. When used in this title, unless the context 
otherwise requires— 

“(1) The term security means any note, stock, Treasury 
stock, bond, debenture, evidence of indebtedness, certificate 
of interest or participation in any profit-sharing agreement, 
collateral-trust certificate, preorganization certificate or sub- 
scription, transferable share, investment contract, voting- 
trust certificate, certificate of interest in property, tangible 
or intangible, or, in general, any instrument commonly 
known as a security, or any certificate of interest or par- 
ticipation in, temporary or interim certificate for, receipt for, 
or warrant or right to subscribe to or purchase, any of the 
foregoing. 

“(2) The term ‘person’ means an individual, a corpora- 
tion, a partnership, an association, a joint-stock company, a 
trust, any unincorporated organization, or a government or 
political subdivision thereof. As used in this paragraph the 
term trust shall include only a trust where the interest or 
interests of the beneficiary or beneficiaries are evidenced by 
a security. 

“(3) The term ‘sale’, ‘sell’, offer to sell’, or offer for 
sale’ shall include every contract of sale or disposition of, 
attempt or offer to dispose of, or solicitation of an offer to 
buy, a security or interest in a security, for value; except 
that such terms shall not include preliminary negotiations 
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or agreements between an issuer and any underwriter. Any 
security given or delivered with, or as a bonus on account 
of, any purchase of securities or any other thing, shall be 
conclusively presumed to constitute a part of the subject of 
such purchase and to have been sold for value. The issue 
or transfer of a right or privilege, when originally issued or 
transferred with a security, giving the holder of such security 
the right to convert such security into another security of 
the same issuer or of another person, or giving a right to 
subscribe to another security of the same issuer or of another 
person, which right cannot be exercised until some future 
date, shall not be deemed to be a sale of such other security; 
but the issue or transfer of such other security upon the 
exercise of such right of conversion or subscription shall be 
deemed a sale of such other security. 

4) The term ‘issuer’ means every person who issues or 
proposes to issue any security or who guarantees a security 
either as to principal or income; except that with respect 
to certificates of deposit, voting-trust certificates, or col- 
lateral-trust certificates, or with respect to certificates of 
interest or shares in an unincorporated investment trust not 
having a board of directors (or persons performing similar 
functions) or of the fixed, restricted management, or unit 
type, the term ‘issuer’ means the person or persons per- 
forming the acts and assuming the duties of depositor or 
manager pursuant to the provisions of the trust or other 
agreement or instrument under which such securities are 
issued; and except that with respect to equipment-trust 
certificates or like securities, the term ‘issuer’ means the 
person by whom the equipment or property is or is to be 
used. 


“(5) The term ‘Commission’ means the Federal Trade 
Commission. 

“(6) The term ‘ Territory’ means Alaska, Hawaii, Puerto 
Rico, the Philippine Islands, Canal Zone, the Virgin Islands, 
and the insular possessions of the United States. 

“(7) The term ‘interstate commerce’ means trade or 
commerce in securities or any transportation or communica- 
tion relating thereto among the several States or between 
the District of Columbia or any Territory of the United 
States and any State or other Territory, or between any 
foreign country and any State, Territory, or the District 
of Columbia, or within the District of Columbia. 

8) The term registration statement means the state- 
ment provided for in section 6, and includes any amendment 
thereto and any report, document, or memorandum accom- 
panying such statement or incorporated therein by refer- 
ence. 

“(9) The term ‘ write’ or ‘ written’ shall include printed, 
lithographed, or any means of graphic communication. 

“(10) The term ‘ prospectus ’ means any prospectus, notice, 
circular, advertisement, letter, or communication, written or 
by radio, which offers any security for sale; except that (a) 
a communication shall not be deemed a prospectus if it is 
proved that prior to such communication a written pros- 
pectus meeting the requirements of section 10 was received, 
by the person to whom the communication was made, from 
the person making such communication or his principal, and 
(b) a notice, circular, advertisement, letter, or communica- 
tion in respect of a security shall not be deemed to be a pros- 
pectus if it states from whom a written prospectus meeting 
the requirements of section 10 may be obtained and, in addi- 
tion, does no more than identify the security, state the price 
thereof, and state by whom orders will be executed. 

“(11) The term ‘ underwriter’ means any person who has 
purchased from an issuer with a view to, or sells for an issuer 
in connection with, the distribution of any security, or par- 
ticipates or has a direct or indirect participation in any such 
undertaking, or participates or has a participation in the 
direct or indirect underwriting of any such undertaking; but 
such term shall not include a person whose interest is limited 
to a commission from an underwriter or dealer not in excess 
of the usual and customary distributors’ or sellers’ commis- 
sion. As used in this paragraph the term ‘issuer’ shall 
include, in addition to an issuer, any person directly or 


indirectly controlling or controlled by the issuer, or any 
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person under direct or indirect common control with the 
issuer. 

“(12) The term ‘dealer’ means any person who engages 
either for all or part of his time, directly or indirectly, as 
agent, broker, or principal, in the business of offering, buy- 
ing, selling, or otherwise dealing or trading in securities 
issued by another person. 

“EXEMPTED SECURITIES 

“Sec. 3. (a) Except as hereinafter expressly provided, the 
provisions of this title shall not apply to any of the follow- 
ing classes of securities: 

“(1) Any security which, prior to or within 60 days after 
the enactment of this title, has been sold or disposed of by 
the issuer or bona fide offered to the public, but this exemp- 
tion shall not apply to any new offering of any such security 
by an issuer or underwriter subsequent to such 60 days; 

“(2) Any security issued or guaranteed by the United 

States or any Territory thereof, or by the District of Colum- 
bia, or by any State of the United States, or by any political 
subdivision of a State or Territory, or by any public instru- 
mentality of one or more States or Territories exercising an 
essential governmental function, or by any corporation cre- 
ated and controlled or supervised by and acting as an instru- 
mentality of the Government of the United States pursuant 
to authority granted by the Congress of the United States, 
or by any national bank, or by any banking institution or- 
ganized under the laws of any State or Territory, the busi- 
ness of which is substantially confined to banking and is 
supervised by the State or Territorial banking commission 
or similar official; or any security issued by or representing 
an interest in or a direct obligation of a Federal Reserve 
bank; 
(3) Any note, draft, bill of exchange, or banker’s accep- 
tance which arises out of a current transaction or the pro- 
ceeds of which have been or are to be used for current trans- 
actions, and which has a maturity at the time of issuance 
of not exceeding 9 months, exclusive of days of grace, or 
any renewal thereof the maturity of which is likewise lim- 
ited; 

“(4) Any security issued by a corporation organized and 
operated exclusively for religious, educational, benevolent, 
fraternal, charitable, or reformatory purposes and not for 
pecuniary profit, and no part of the net earnings of which 
inures to the benefit of any person, private stockholder, or 
individual; 

“(5) Any security issued by a building and loan associa- 
tion, homestead association, savings and loan association, 
or similar institution, substantially all the business of which 
is confined to the making of loans to members (but the 
foregoing exemption shall not apply with respect to any 
such security where the issuer takes from the total amount 
paid or deposited by the purchaser, by way of any fee, cash 
value, or other device whatsoever, either upon termination 
of the investment at maturity or before maturity, an aggre- 
gate amount in excess of 3 percent of the face value of 
such security), or any security issued by a farmers’ cooper- 
ative association as defined in paragraphs (12), (13), and 
(14) of section 103 of the Revenue Act of 1932; 

“(6) Any security issued by a common carrier which is 
subject to the provisions of section 20a of the Interstate 
Commerce Act, as amended; 

7) Certificates issued by a receiver or by a trustee in 
bankruptcy, with the approval of the court; 

“(8) Any insurance or endowment policy or annuity con- 
tract or optional annuity contract, issued by a corporation 
subject to the supervision of the insurance commissioner, 
bank commissioner, or any agency or officer performing like 
functions, of any State or Territory of the United States or 
the District of Columbia. 

“(b) The Commission may from time to time by its rules 
and regulations, and subject to such terms and conditions 
as may be prescribed therein, add any class of securities to 
the securities exempted as provided in this section, if it 
finds that the enforcement of this title with respect to such 
securities is not necessary in the public interest and for the 
protection of investors by reason of the small amount in- 
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volved or the limited character of the public offering; but 
no issue of securities shall be exempted under this subsec- 
tion where the aggregate amount at which such issue is 
offered to the public exceeds $100,000. 

“EXEMPTED TRANSACTIONS 

“Sec. 4. The provisions of section 5 shall not apply to any 
of the following transactions: 

“(1) Transactions by any person other than an issuer, 
underwriter, or dealer; transactions by an issuer not with 
or through an underwriter and not involving any public 
offering; or transactions by a dealer (including an under- 
writer no longer acting as an underwriter in respect of the 
security involved in such transaction), except transactions 
within 1 year after the last date upon which the security 
was bona fide offered to the public by the issuer or by or 
through an underwriter (excluding in the computation of 
such year any time during which a stop order issued under 
sec. 8 is in effect as to the security), and except transac- 
tions as to securities constituting the whole or a part of an 
unsold allotment to or subscription by such dealer as a 
participant in the distribution of such securities by the 
issuer or by or through an underwriter. 

“(2) Brokers’ transactions, executed upon customers’ 
orders on any exchange or in the open or counter market, 
but not the solicitation of such orders. 

“(3) The issuance of a security of a person exchanged by 
it with its existing security holders exclusively, where no 
commission or other remuneration is paid or given directly 
or indirectly in connection with such exchange; or the is- 
suance of securities to the existing security holders or other 
existing creditors of a corporation in the process of a bona- 
fide reorganization of such corporation under the super- 
vision of any court, either in exchange for the securities of 
such security holders or claims of such creditors or partly 
for cash and partly in exchange for the securities or claims 
of such security holders or creditors. 

H PROHIBITIONS RELATING TO INTERSTATE COMMERCE AND THE MAILS 

“Sec. 5. (a) Unless a registration statement is in effect as 
to a security, it shall be unlawful for any person, directly or 
indirectly— 

“(1) to make use of any means or instruments of trans- 
portation or communication in interstate commerce or of 
the mails to sell or offer to buy such security through the 
use or medium of any prospectus or otherwise; or 

“(2) to carry or cause to be carried through the mails or 
in interstate commerce, by any means or instruments of 
transportation, any such security for the purpose of sale or 
for delivery after sale. 

“(b) It shall be unlawful for any person, directly or in- 


tly— 

“(1) to make use of any means or instruments of trans- 
portation or communication in interstate commerce or of 
the mails to carry or transmit any prospectus relating to 
any security registered under this title, unless such prospec- 
tus meets the requirements of section 10; or 

“(2) to carry or to cause to be carried through the mails or 
in interstate commerce any such security for the purpose of 
sale or for delivery after sale, unless accompanied or pre- 
ceded by a prospectus that meets the requirements of 
section 10. 

„e) The provisions of this section relating to the use of the 
mails shall not apply to the sale of any security where the 
issue of which it is a part is sold only to persons resident 
within a single State or Territory, where the issuer of such 
securities is a person resident and doing business within, or, 
if a corporation, incorporated by and doing business within, 
such State or Territory. 

“ REGISTRATION OF SECURITIES AND SIGNING OF REGISTRATION STATEMENT 

“Sec. 6. (a) Any security may be registered with the Com- 
mission under the terms and conditions hereinafter pro- 
vided, by filing a registration statement in triplicate, at 
least one of which shall be signed by each issuer, its prin- 
cipal executive officer or officers, its principal financial offi- 
cer, its comptroller or principal accounting officer, and the 
majority of its board of directors or persons performing 
similar functions (or, if there is no board of directors or 
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persons performing similar functions, by the majority of the 
persons or board having the power of management of the 
issuer), and in case the issuer is a foreign or territorial per- 
son by its duly authorized representative in the United 
States; except that when such registration statement relates 
to a security issued by a foreign government, or political 
subdivision thereof, it need be signed only by the under- 
writer of such security. Signatures of all such persons when 
written on the said registration statements shall be pre- 
sumed to have been so written by authority of the person 
whose signature is so affixed and the burden of proof, in 
the event such authority shall be denied, shall be upon the 
party denying the same. The affixing of any signature 
without the authority of the purported signer shall consti- 
tute a violation of this title. A registration statement shall 
be deemed effective only as to the securities specified therein 
as proposed to be offered. 

“(b) At the time of filing a registration statement the ap- 
plicant shall pay to the Commission a fee of one one-hun- 
dredth of 1 percent of the maximum aggregate price at 
which such securities are proposed to be offered, but in no 
case shall such fee be less than $25. 

“(c) The filing with the Commission of a registration 
statement, or of an amendment to a registration statement, 
shall be deemed to have taken place upon the receipt thereof, 
but the filing of a registration statement shall not be deemed 
to have taken place unless it is accompanied by a United 
States postal money order or a certified bank check or cash 
for the amount of the fee required under subsection (b). 

“(d) The information contained in or filed with any regis- 
tration statement shall be made available to the public under 
such regulations as the Commission may prescribe, and 
copies thereof, photostatic or otherwise, shall be furnished 
to every applicant at such reasonable charge as the com- 
mission may prescribe. 

“(e) No registration statement may be filed within the 
first 40 days following the enactment of this act. 

“INFORMATION REQUIRED IN REGISTERED STATEMENT 

“Sec. 7. The registration statement, when relating to a 
security other than a security issued by a foreign govern- 
ment, or political subdivision thereof, shall contain the 
information, and be accompanied by the documents, speci- 
fied in schedule A, and when relating to a security issued 
by a foreign government, or political subdivision thereof, 
shall contain the information, and be accompanied by the 
documents, specified in schedule B; except that the Commis- 
sion may by rules or regulations provide that any such infor- 
mation or document need not be included in respect of any 
class of issuers or securities if it finds that the requirement 
of such information or document is inapplicable to such 
class and that disclosure fully adequate for the protection 
of investors is otherwise required to be included within the 
registration statement. If any accountant, engineer, or ap- 
praiser, or any person whose profession gives authority to a 
statement made by him, is named as having prepared or 
certified any part of the registration statement, or is named 
as having prepared or certified a report or valuation for use 
in connection with the registration statement, the written 
consent of such person shall be filed with the registration 
statement. If any such person is named as having prepared 
or certified a report or valuation (other than a public official 
document or statement) which is used in connection with 
the registration statement, but is not named as having pre- 
pared or certified such report or valuation for use in con- 
nection with the registration statement, the written consent 
of such person shall be filed with the registration statement 
unless the Commission dispenses with such filing as imprac- 
ticable or as involving undue hardship on the person filing 
the registration statement. Any such registration state- 
ment shall contain such other information, and be accom- 
panied by such other documents, as the Commission may by 

rules or regulations require as being necessary or appropri- 
- ate in the public interest or for the protection of investors. 

“ TAKING EFFECT OF REGISTRATION STATEMENTS AND AMENDMENTS 

THERETO 

“ Sec. 8. (a) The effective date of a registration state- 

ment shall be the twentieth day after the filing thereof, 
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except as hereinafter provided, and except that in case of 
securities of any foreign public authority, which has con- 
tinued the full service of its obiigations in the United States, 
the proceeds of which are to be devoted to the refunding 
of obligations payable in the United States, the registration 
statement shall become effective 7 days after the filing 
thereof. If any amendment to any such statement is filed 
prior to the effective date of such statement, the registra- 
tion statement shall be deemed to have been filed when 
such amendment was filed; except that an amendment filed 
with the consent of the Commission, prior to the effective 
date of the registration statement, or filed pursuant to an 
order of the Commission, shall be treated as a part of the 
registration statement. 

“(b) If it appears to the Commission that a registration 
statement is on its face incomplete or inaccurate in any 
material respect, the Commission may, after notice by per- 
sonal service or the sending of confirmed telegraphic notice 
not later than 10 days after the filing of the registration 
statement, and opportunity for hearing (at a time fixed by 
the Commission) within 10 days after such notice by per- 
sonal service or the sending of such telegraphic notice, issue 
an order prior to the effective date of registration refusing 
to permit such statement to become effective until it has 
been amended in accordance with such order. When such 
statment has been amended in accordance with such order 
the Commission shall so declare and the registration shall 
become effective at the time provided in subsection (a) or 
upon the date of such declaration, whichever date is the 
later. 5 

“(c) An amendment filed after the effective date of the 
registration statement, if such amendment, upon its face, 
appears to the Commission not to be incomplete or inac- 
curate in any material respect, shall become effective on 
such date as the Commission may determine, having due 
regard to the public interest and the protection of investors. 

„d) If it appears to the Commission at any time that the 
registration statement includes any untrue statement of a 
material fact or omits to state any material fact required to 
be stated therein or necessary to make the statements therein 
not misleading, the Commission may, after notice by per- 
sonal service or the sending of confirmed telegraphic notice, . 
and after opportunity for hearing (at a time fixed by the 
Commission) within 15 days after such notice by personal 
service or the sending of such telegraphic notice, issue a stop 
order suspending the effectiveness of the registration state- 
ment. When such statement has been amended in accord- 
ance wtih such stop order the Commission shall so declare 
and thereupon the stop order shall cease to be effective. 

“(e) The Commission is hereby empowered to make an 
examination in any case in order to determine whether a 
stop order should issue under subsection (d). In making 
such examination the Commission or any officer or officers 
designated by it shall have access to and may demand the 
production of any books and papers of, and may administer 
oaths and affirmations to and examine, the issuer, under- 
writer, or any other person, in respect of any matter relevant 
to the examination, and may, in its discretion, require the 
production of a balance sheet exhibiting the assets and lia- 
bilities of the issuer, or its income statement, or both, to be 
certified to by a public or certified accountant approved by 
the Commission. If the issuer or underwriter shall fail to 
cooperate, or shall obstruct or refuse to permit the making 
of an examination, such conduct shall be proper ground for 
the issuance of a stop order. 

“(f) Any notice required under this section shall be sent to 
or served on the issuer, or, in case of a foreign government 
or political subdivision thereof, to or on the underwriter, or, 
in the case of a foreign or Territorial person, to or on its 
duly authorized representative in the United States named 
in the registration statement, properly directed in each case 
of telegraphic notice to the address given in such statement. 

“COURT REVIEW OF ORDERS T i 

“Sec. 9. (a) Any person aggrieved by an order of the 
Commission may obtain a review of such order in the Cir- 
cuit Court of Appeals of the United States, within any cir- 
cuit wherein such person resides or has his principal place 
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of business, or in the Court of Appeals of the District of 
Columbia, by filing in such court within 60 days after the 
entry of such order, a written petition praying that the order 
of the Commission be modified or be set aside in whole or in 
part. A copy of such petition shall be forthwith served upon 
the Commission, and thereupon the Commission shall cer- 
tify and file in the court a transcript of the record upon 
which the order complained of was entered. No objection 
to the order of the Commission shall be considered by the 
court unless such objection shall have been urged before the 
Commission. The finding of the Commission as to the facts, 
if supported by evidence, shall be conclusive. If either party 
shall apply to the court for leave to adduce additional evi- 
dence, and shall show to the satisfaction of the court that 
such additional evidence is material and that there were rea- 
sonable grounds for failure to adduce such evidence in the 
hearing before the Commission, the court may order 
such additional evidence to be taken before the Com- 
mission and to be adduced upon the hearing in such man- 
ner and upon such terms and conditions as to the court may 
seem proper. The Commission may modify its findings as 
to the facts, by reason of the additional evidence so taken, 
and it shall file such modified or new findings, which, if sup- 
ported by evidence, shall be conclusive, and its recommenda- 
tion, if any, for the modification or setting aside of the orig- 
inal order. The jurisdiction of the court shall be exclusive 
and its judgment and decree, affirming, modifying, or setting 
aside, in whole or in part, any order of the Commission, 
shall be final, subject to review by the Supreme Court of 
the United States upon certiorari or certification as provided 
in sections 239 and 240 of the Judicial Code, as amended 
(U.S.C., title 28, secs. 346 and 347). 

“(b) The commencement of proceedings under subsection 
(a) shall not, unless specifically ordered by the court, oper- 
ate as a stay of the Commission’s order. 


INFORMATION REQUIRED IN PROSPECTUS 


“Sec. 10. (a) A prospectus— 

“(1) when relating to a security other than a security 
issued by a foreign government or political subdivision 
thereof, shall contain the same statements made in the reg- 
istration statement, but it need not include the documents 
‘referred to in paragraphs (28) to (32) inclusive of 
schedule A; 

“(2) When relating to a security issued by a foreign gov- 
ernment or political subdivision thereof shall contain the 
same statements made in the registration statement, but it 
need not include the documents referred to in paragraphs 
(13) and (140 of schedule B. 

“(b) Notwithstanding the provisions of subsection (a)— 

“(1) When a prospectus is used more than 13 months after 
the effective date of the registration statement, the informa- 
tion in the statements contained therein shall be as of a 
date not more than 12 months prior to such use. 

“(2) There may be omitted from any prospectus any of 
the statements required under such subsection (a) which 
the Commission may by rules or regulations designate as not 
being necessary or appropriate in the public interest or for 
the protection of investors. 

“(3) Any prospectus shall contain such other information 
as the Commission may by rules or regulations require as 
being necessary or appropriate in the public interest or for 
the protection of investors. 

“(4) In the exercise of its powers under paragraphs (2) 
and (3) of this subsection, the Commission shall have au- 
thority to classify prospectuses according to the nature and 
circumstances of their use, and, by rules and regulations and 
subject to such terms and conditions as it shall specify 
therein, to prescribe as to each class the form and contents 
which it may find appropriate to such use and consistent 
with the public interest and the protection of investors. 

“(c) The statements or information required to be in- 
cluded in a prospectus by or under authority of subsection 
(a) or (b), when written, shall be placed in a conspicuous 
part of the prospectus in type as large as that used generally 
in the body of the prospectus. 
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“(d) In any case where a prospectus consists of a radio 
broadcast, copies thereof shall be filed with the Commission 
under such rules and regulations as it shall prescribe. The 
Commission may by rules and regulations require the filing 
with it of forms of prospectuses used in connection with the 
Sale of securities registered under this title. 

“CIVIL LIABILITIES ON ACCOUNT OF FALSE REGISTRATION STATEMENT 

“Sec. 11. (a) In case any part of the registration state- 
ment, when such part became effective, contained an un- 
true statement of a material fact or omitted to state a 
material fact required to be stated therein or necessary to 
make the statements therein not misleading, any person 
acquiring such security (unless it is proved that at the time 
of such acquisition he knew of such untruth or omission) 
may, either at law or in equity, in any court of competent 
jurisdiction, sue— 

“(1) every person who signed the registration state- 
ment; 

“(2) every person who was a director of (or person per- 
forming similar functions), or partner in, the issuer at the 
time of the filing of the part of the registration statement 
with respect to which his liability is asserted; 

“(3) every person who, with his consent, is named in the 
registration statement as being or about to become a di- 
rector, person performing similar functions, or partner; 

“(4) every accountant, engineer, or appraiser, or any per- 
son whose profession gives authority to a statement made by 
him, who has with his consent been named as having pre- 
pared or certified any part of the registration statement, or 
as having prepared or certified any report or valuation 
which is used in connection with the registration statement, 
with respect to the statement in such registration state- 
ment, report, or valuation, which purports to have been 
prepared or certified by him; 

“(5) every underwriter with respect to such security. 

“(b) Notwithstanding the provisions of subsection (a) no 
person, other than the issuer, shall be liable as provided 
therein who shall sustain the burden of proof— 

“(1) that before the effective date of the part of the regis- 
tration statement with respect to which his liability is 
asserted (A) he had resigned from or had taken such steps 
as are permitted by law to resign from, or ceased or refused 
to act in, every office, capacity, or relationship in which he 
was described in the registration statement as acting or 
agreeing to act, and (B) he had advised the Commission 
and the issuer in writing that he had taken such action 
and that he would not be responsible for such part of the 
registration statment; or 

“(2) that if such part of the registration statement be- 
came effective without his knowledge, upon becoming aware 
of such fact, he forthwith acted and advised the Commis- 
sion, in accordance with paragraph (1), and, in addition, 
gave reasonable public notice that such part of the regis- 
tration statement had become effective without his knowl- 
edge; or 

“(3) that (A) as regards any part of the registration 
statement not purporting to be made on the authority of 
an expert, and not purporting to be a copy of or extract 
from a report or valuation of an expert, and not purporting 
to be made on the authority of a public official document or 
statement, he had, after reasonable investigation, reason- 


-able ground to believe, and did believe, at the time such part 


of the registration statement became effective, that the 
statements therein were true and that there was no omis- 
sion to state a material fact required to be stated therein 
or necessary to make the statements therein not mislead- 
ing; and (B) as regards any part of the registration state- . 
ment purporting to be made upon his authority as an ex- 
pert or purporting to be a copy of or extract from a report 
or valuation of himself as an expert, (i) he had, after rea- 
sonable investigation, reasonable ground to believe, and did 
believe, at the time such part of the registration statement 


became effective, that the statements therein were true and > 


that there was no omission to state a material fact required 
to be stated therein or necessary to make the statements 
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statement did not fairly represent his statement as an ex- 
pert or was not a fair copy of or extract from his report or 
valuation as an expert; and (C) as regards any part of the 
registration statement purporting to be made on the au- 
thority -of an expert (other than himself) or purporting to 
be a copy of or extract from a report or valuation of an 
expert (other than himself), he had reasonable ground to 
believe, and did believe, at the time such part of the regis- 
tration statement became effective, that the statements 
therein were true and that there was no omission to state 
a material fact required to be stated therein or necessary to 
make the statements therein not misleading, and that such 
part of the registration statement fairly represented the 
statement of the expert or was a fair copy of or extract 
from the report or valuation of the expert; and (D) as 
regards any part of the registration statement purporting 
to be a statement made by an official person or purporting 
to be a copy of or extract from a public official document, 
he had reasonable ground to believe, and did believe, at the 
time such part of the registration statement became effec- 
tive, that the statements therein were true, and that there 
was no omission to state a material fact required to be 
stated therein or necessary to make the statements therein 
not misleading, and that such part of the registration state- 
ment fairly represented the statement made by the official 
person or was a fair copy of or extract from the public 
official document.” 

ee) In determining, for the purpose of paragraph (3) of 
subsection (b) of this section, what constitutes reasonable 
investigation and reasonable ground for belief, the standard 
of reasonableness shall be that required of a person occupy- 
ing a fiduciary relationship. 

„d) If any person becomes an underwriter with respect 
to the security after the part of the registration statement 
with respect to which his liability is asserted has become 
effective, then for the purposes of paragraph (3) of subsec- 
tion (b) of this section such part of the registration state- 
ment shall be considered as having become effective with 
respect to such person as of the time when he became an 
underwriter. 

“(e) The suit authorized under subsection (a) may be 
either (1) to recover the consideration paid for such security 
with interest thereon, less the amount of any income re- 
ceived thereon, upon the tender of such security, or (2) for 
damages if the person suing no longer owns the security. 

“(f) All or any one or more of the persons specified in 
subsection (a) shall be jointly and severally liable, and every 
person who becomes liable to make any payment under this 
section may recover contribution as in cases of contract 
from any person who, if sued separately, would have been 
liable to make the same payment, unless the person who has 
become liable was, and the other was not, guilty of fraudu- 
lent misrepresentation. 

“(g) In no case shall the amount recoverable under this 
section exceed the price at which the security was offered to 
the public. 

“CIVIL LIABILITIES ARISING IN CONNECTION WITH PROSPECTUSES AND 
COMMUNICATIONS 

“Sec. 12. Any person who— 

“(1) sells a security in violation of section 5, or 

“(2) sells a security (whether or not exempted by the pro- 
visions of section 3, other than paragraph (2) of subsection 
(a) thereof), by the use of any means or instruments of 
transportation or communication in interstate commerce or 
of the mails, by means of a prospectus or oral communica- 
tion, which includes an untrue statement of a material fact 
or omits to state a material fact necessary in order to make 
the statements, in the light of the circumstances under which 
they were made, not misleading (the purchaser not knowing 
of such untruth or omission), and who shall not sustain the 
burden of proof that he did not know, and in the exercise of 
reasonable care could not have known, of such untruth or 
omission— 


“ shall be liable to the person purchasing such security from 
him, who may sue either at law or in equity in any court of 
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competent jurisdiction, to recover the consideration paid for 
such security with interest thereon, less the amount of any 
income received thereon, upon the tender of such security, 
or for damages if he no longer owns the security. 

“ LIMITATION OF ACTIONS 

“Src. 13. No action shall be maintained to enforce any 
liability created under section 11 or section 12 (2) unless 
brought within 2 years after the discovery of the untrue 
statement or the omission, or after such discovery should 
have been made by the exercise of reasonable diligence, or, 
if the action is to enforce a liability created under section 
12 (1), unless brought within 2 years after the violation upon 
which it is based. In no event shall any such action be 
brought to enforce a liability created under section 11 or 
section 12 (1) more than 10 years after the momy was 
bona fide offered to the public. 

“ CONTRARY STIPULATIONS VOID 

“Sec. 14. Any condition, stipulation, or provision binding 
any person acquiring any security to waive compliance with 
any provision of this title or of the rules and regulations of 
the Commission shall be void. 

“ LIABILITY OF CONTROLLING PERSONS 

“Sec. 15. Every person who, by or through stock owner- 
ship, agency, or otherwise, or who, pursuant to or in connec- 
tion with an agreement or understanding with one or more 
other persons by or through stock ownership, agency, or 
otherwise, controls any person liable under section 11 or 12, 
shall also be liable jointly and severally with and to the 
same extent as such controlled person to any person to whom 
such controlled person is liable. 

“ ADDITIONAL REMEDIES 

“Src. 16. The rights and remedies provided by this title 
shall be in addition to any and all other rights and remedies 
that may exist at law or in equity. 

“ FRAUDULENT INTERSTATE TRANSACTIONS 

“Sec. 17. (a) It shall be unlawful for any person in the 
sale of any securities by the use of any means or instruments 
of transportation or communication in interstate commerce 
or by the use of the mails, directly or indirectly— 

“(1) to employ any device, scheme, or artifice to de- 
fraud, or 

“(2) to obtain money or property by means of any un- 
true statement of a material fact or any omission to state 
a material fact necessary in order to make the statements 
made, in the light of the circumstances under which they 
were made, not misleading, or 

“(3) to engage in any transaction, practice, or course of 
business which operates or would operate as a fraud or de- 
ceit upon the purchaser. 

“(b) It shall be unlawful for any person, by the use of any 
means or instruments of transportation or communication in 
interstate commerce or by the use of the mails, to publish, 
give publicity to, or circulate any notice, circular, advertise- 
ment, newspaper, article, letter, investment service, or com- 
munication which, though not purporting to offer a security 
for sale, describes such security for a consideration received 
or to be received, directly or indirectly, from an issuer, un- 
derwriter, or dealer, without fully disclosing the receipt, 
whether past or prospective, of such consideration and the 
amount thereof. 

„%) The exemptions provided in section 3 shall not apply 
to the provisions of this section. 

" STATE CONTROL OF SECURITIES 


“ Src. 18. Nothing in this title shall affect the jurisdiction 
of the Securities Commission (or any agency or office per- 
forming like functions) of any State or Territory of the 
United States, or the District of Columbia, over any security 
or any person. 

“ SPECIAL POWERS OF COMMISSION 

“Sec. 19. (a) The Commission shall have authority from 
time to time to make, amend, and rescind such rules and 
regulations as may be necessary to carry out the provisions 
of this title, including rules and regulations governing regis- 
tration statements and psospectuses for various classes of 
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securities and issues, and defining accounting and trade 
terms used in this title. Among other things, the Com- 
mission shall have authority, for the purposes of this title, 
to prescribe the form or forms in which required information 
shall be set forth, the items or details to be shown in the 
balance sheet and earning statement, and the methods to 
be followed in the preparation of accounts, in the appraisal 
or valuation of assets and liabilities, in the determination of 
depreciation and depletion, in the differentiation of recur- 
ring and nonrecurring income, in the differentiation of in- 
vestment and operating income, and in the preparation, 
where the Commission deems it necessary or desirable, of 
consolidated balance sheets or income accounts of any per- 
son directly or indirectly controlling or controlled by the 
issuer, or any person under direct or indirect common con- 
trol with the issuer; but insofar as they relate to any com- 
mon carrier subject to the provisions of section 20 of the 
Interstate Commerce Act, as amended, the rules and regu- 
lations of the Commission with respect to accounts shall 
not be inconsistent with the requirements imposed by the 
Interstate Commerce Commission under, authority of such 
section 20. The rules and regulations of the Commission 
shall be effective upon publication in the manner which the 
Commission shall prescribe. 

„(h) For the purpose of all investigations which, in the 
opinion of the Commission, are necessary and proper for the 
enforcement of this title, any member of the Commission 
or any officer or officers designated by it are empowered to 
administer oaths and affirmations, subpena witnesses, take 
evidence, and require the production of any books, papers, 
or other documents which the Commission deems relevant or 
material to the inquiry. Such attendance of witnesses and 
the production of such documentary evidence may be re- 
quired from any place in the United States or any Territory 
at any designated place of hearing. 


“INJUNCTION AND PROSECUTION OF OFFENSES 


“Sec. 20. (a) Whenever it shall appear to the Commis- 
sion, either upon complaint or otherwise, that the provisions 
of this title, or of any rule or regulation prescribed under 
authority thereof, have been or are about to be violated, it 
may, in its discretion, either require or permit such person 
to file with it a statement in writing, under oath, or other- 
wise, as to all the facts and circumstances concerning the 
subject matter which it believes to be in the public interest 
to investigate, and may investigate such facts. 

“(b) Whenever it shall appear to the Commission that any 
person is engaged or about to engage in any acts or practices 
which constitute or will constitute a violation of the provi- 
sions of this title, or of any rule or regulation prescribed 
under authority thereof, it may in its discretion, bring an 
action in any district court of the United States, United 
States court of any Territory, or the Supreme Court of the 
District of Columbia to enjoin such acts or practices, and 
upon a proper showing a permanent or temporary injunc- 
tion or restraining order shall be granted without bond. The 
Commission may transmit such evidence as may be avail- 
able concerning such acts or practices to the Attorney Gen- 
eral who may, in his discretion, institute the necessary 
criminal proceedings under this title. Any such criminal 
proceeding may be brought either in the district wherein 
the transmittal of the prospectus or security complained of 
begins, or in the district wherein such prospectus or security 
is received. 

„%) Upon application of the Commission the district 
courts of the United States, the United States courts of any 
‘Territory, and the Supreme Court of the District of Colum- 
bia, shall also have jurisdiction to issue writs of mandamus 
commanding any person to comply with the provisions of 
this title or any order of the Commission made in pursuance 
thereof. 

“ HEARINGS BY COMMISSION 


“Sec. 21. All hearings shall be public and may be held 
before the Commission or an officer or officers of the Com- 
mission designated by it, and appropriate records thereof 
shall be kept. 
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“ JURISDICTION OF OFFENSES AND SUITS 

“ Sec. 22. (a) The district courts of the United States, the 
United States courts of any Territory, and the Supreme 
Court of the District of Columbia shall have jurisdiction of 
offenses and violations under this title and under the rules 
and regulations promulgated by the Commission in-respect 
thereto, and, concurrent with State and Territorial courts, 
of all suits in equity and actions at law brought to enforce 
any liability or duty created by this title. Any such suit or 
action may be brought in the district wherein the defendant 
is found or is an inhabitant or transacts business, or in the 
district where the sale took place, if the defendant par- 
ticipated therein, and process in such cases may be served 
in any other district of which the defendant is an inhabitant 
or wherever the defendant may be found. Judgments and 
decrees so rendered shall be subject to review as provided in 
sections 128 and 240 of the Judicial Code, as amended 
(U.S. C., title 28, secs. 225 and 347). No case arising under 
this title and brought in any State court of competent juris- 
diction shall be removed to any court of the United States. 
No costs shall be assessed for or against the Commission in 
any proceeding under this title brought by or against it in 
the Supreme Court or such other courts. 

“(b) In case of contumacy or refusal to obey a subpena is- 
sued to any person, any of the said United States courts, within 
the jurisdiction of which said person guilty of contumacy or 
refusal to obey is found or resides, upon application by the 
Commission may issue to such person an order requiring such 
person to appear before the Commission, or one of its ex- 
aminers designated by it, there to produce documentary 
evidence if so ordered, or there to give evidence touching 
the matter in question; and any failure to obey such order 
of the court may be punished by said court as a contempt 
thereof. 

“(c) No person shall be excused from attending and testi- 
fying or from producting books, papers, contracts, agree- 
ments, and other documents before the Commission, or in 
obedience to the subpena of the Commission or any member 
thereof or any officer designated by it, or in any cause or 
proceeding instituted by the Commission, on the ground 
that the testimony or evidence, documentary or otherwise, 
required of him, may tend to incriminate him or subject 
him to a penalty or forfeiture; but no individual shall be 
prosecuted or subjected to any penalty or forfeiture for or 
on account of any transaction, matter, or thing concerning 
which he is compelled, after having claimed his privilege 
against self-incrimination, to testify or produce evidence, 
documentary or otherwise, except that such individual so 
testifying shall not be exempt from prosecution and punish- 
ment for perjury committed in so testifying. 

“ UNLAWFUL REPRESENTATION 

“Sec. 23. Neither the fact that the registration statement 
for a security has been filed or is in effect nor the fact 
that a stop order is not in effect with respect thereto shall 
be deemed a finding by the Commission that the registration 
statement is true and accurate on its face or that it does not 
contain an untrue statement of fact or omit to state a mate- 
rial fact, or be held to mean that the Commission has in 
any way passed upon the merits of, or given approval to, 
such security. It shall be unlawful to make, or cause to be 
made, to any prospective purchaser any representation con- 
trary to the foregoing provisions of this section. 

“ PENALTIES 

“ Sec. 24. Any person who willfully violates any of the pro- 
visions of this title, or the rules and regulations promul- 
gated by the Commission under authority thereof, or any 
person who willfully, in a registration statement filed under 
this title, makes any untrue statement of a material fact or 
omits to state any material fact required to be stated therein 
or necessary to make the statements therein not misleading, 
shall upon conviction be fined not more than $5,000 or 
imprisoned not more than 5 years, or both. 

“ JURISDICTION OF OTHER GOVERNMENT AGENCIES OVER SECURITIES 

“Sec. 25. Nothing in this title shall relieve any person 
from submitting to the respective supervisory units of the 
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Government of the United States information, reports, or 
other documents that are now or may hereafter be required 
by any provision of law. 

- “ SEPARABILITY OF PROVISIONS 

“Sec. 26. If any provision of this act, or the application 
of such provision to any person or circumstance, shall be 
held invalid, the remainder of this act, or the application of 
such provision to persons or circumstances other than those 
as to which it is held invalid, shall not be affected thereby. 

“ SCHEDULE A 

“(1) The name under which the issuer is doing or intends 
to do business; 

“(2) the name of the State or other sovereign power 
under which the issuer is organized; 

(3) the location of the issuer’s principal business office, 
and if the issuer is a foreign or Territorial person, the name 
and address of its agent in the United States authorized to 
receive notice; 

“(4) the names and addresses of the directors or persons 
performing similar functions, and the chief executive, finan- 
cial and accounting officers, chosen or to be chosen if the 
issuer be a corporation, association, trust, or other entity; 
of all partners, if the issuer be a partnership; and of the 
issuer, if the issuer be an individual; and of the promoters 
in the case of a business to be formed, or formed within 2 
years prior to the filing of the registration statement; 

65) the names and addresses of the underwriters; 

“(6) the names and addresses of all persons, if any, own- 
ing of record or beneficially, if known, more than 10 percent 
of any class of stock of the issuer, or more than 10 percent 
in the aggregate of the outstanding stock of the issuer as 
of a date within 20 days prior to the filing of the registration 
statement; 

%%) the amount of securities of the issuer held by any 
person specified in paragraphs (4), (5), and (6) of this 
schedule, as of a date within 20 days prior to the filing of 
the registration statement, and, if possible, as of 1 year prior 
thereto, and the amount of the securities, for which the 
registration statement is filed, to which such persons have 
indicated their intention to subscribe; 

“(8) the general character of thé business actually trans- 
acted or to be transacted by the issuer; 

“(9) a statement of the capitalization of the issuer, in- 
cluding the authorized and outstanding amounts of its capi- 
tal stock and the proportion thereof paid up, the number 
and classes of shares in which such capital stock is divided, 
par value thereof, or if it has no par value, the stated or 
assigned value thereof, a description of the respective voting 
rights, preferences, conversion and exchange rights, rights 
to dividends, profits, or capital of each class, with respect to 
each other class, including the retirement and liquidation 
rights or values thereof; 

“(10) a statement of the securities, if any, covered by 
options outstanding or to be created in connection with the 
security to be offered, together with the names and addresses 
of all persons, if any, to be allotted more than 10 percent 
in the aggregate of such options; 

“(11) the amount of capital stock of each class issued or 
included in the shares of stock to be offered; 

“(12) the amount of the funded debt outstanding and to 
be created by the security to be offered, with a brief descrip- 
tion of the date, maturity, and character of such debt, rate 
of interest, character of amortization provisions, and the 
security, if any, therefor. If substitution of any security is 
permissible, a summarized statement of the conditions under 
which such substitution is permitted. If substitution is per- 
missible without notice, a specific statement to that effect; 

“(13) the specific purposes in detail and the approximate 
amounts to be devoted to such purposes, so far as determi- 
nable, for which the security to be offered is to supply funds, 
and if the funds are to be raised in part from other sources, 
the amounts thereof and the sources thereof shall be stated; 

(14) the remuneration, paid or estimated to be paid, by 
the issuer or its predecessor, directly or indirectly, during the 
past year and ensuing year to (a) the directors or persons 


Lxxvill——246 


CONGRESSIONAL RECORD—SENATE 


3885 


performing similar functions, and (b) its officers and other 
persons, naming them wherever such remuneration exceeded 
$25,000 during any such year; 

“(15) the estimated net proceeds to be derived from the 
security to be offered; 

“(16) the price at which it is proposed that the security 
shall be offered to the public or the method by which such 
price is computed and any variation therefrom at which any 
portion of such security is proposed to be offered to any 
persons or classes of persons, other than the underwriters, 
naming them or specifying the class. A variation in price 
may be proposed prior to the date of the public offering of 
the security, but the Commission shall immediately be noti- 
fied of such variation; 

“(17) all commissions or discounts paid or to be paid. 
directly or indirectly, by the issuer to the underwriters in 
respect of the sale of the security to be offered. Commis- 
sions shall include all cash, securities, contracts, or anything 
else of value, paid, to be set aside, disposed of, or under- 
standings with or for the benefit of any other persons in 
which any underwriter is interested, made, in connection 
with the sale of such security. A commission paid or to be 
paid in connection with the sale of such security by a person 
in which the issuer has an interest or which is controlled or 
directed by, or under common control with, the issuer shall 
be deemed to have been paid by the issuer. Where any such 
commission is paid, the amount of such commission paid to 
each underwriter shall be stated; 

“(18) the amount or estimated amounts, itemized in rea- 
sonable detail, of expenses, other than commissions specified 
in paragraph (17) of this schedule, incurred or borne by or 
for the account of the issuer in connection with the sale of 
the security to be offered or properly chargeable thereto, 
including legal, engineering, certification, authentication, 
and other charges; 

(19) the net proceeds derived from any security sold by 
the issuer during the 2 years preceding the filing of the reg- 
istration statement, the price at which such security was 
offered to the public, and the names of the principal under- 
writers of such security; 

“(20) any amount paid within 2 years preceding the fil- 
ing of the registration statement or intended to be paid to 
any promoter and the consideration for any such payment; 

“(21) the names and addresses of the vendors and the 
purchase price of any property, or goodwill, acquired or to 
be acquired, not in the ordinary course of business, which is 
to be defrayed in whole or in part from the proceeds of 
the security to be offered, the amount of any commission 
payable to any person in connection with such acquisition, 
and the name or names of such person or persons, together 
with any expense incurred or to be incurred in connection 
with such acquisition, including the cost of borrowing money 
to finance such acquisition; 

“(22) full particulars of the nature and extent of the 
interest, if any, of every director, principal executive officer, 
and of every stockholder holding more than 10 percent of 
any. class of stock or more than 10 percent in the aggregate 
of the stock of the issuer, in any property acquired, not in 
the ordinary course of business of the issuer, within 2 years 
preceding the filing of the registration statement or pro- 
posed to be acquired at such date; 

(23) the names and addresses of counsel who have 
passed on the legality of the issue; 

“(24) dates of and parties to, and the general effect con- 
cisely stated of every material contract made, not in the 
ordinary course of business, which contract is to be executed 
in whole or in part at or after the filing of the registration 
statement or which contract has been made not more than 
2 years before such filing. Any management contract or 
contract providing for special bonuses or profit-sharing 
arrangements, and every material patent or contract for a 
material patent right, and every contract by or with a public- 
utility company or an affiliate thereof, providing for the 
giving or receiving of technical or financial advice or service 
(if such contract may involve a charge to any party thereto 
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at a rate in excess of $2,500 per year in cash or securities or 
anything else of value), shall be deemed a material contract; 

“(25) a balance sheet as of a date not more than 90 days 
prior to the date of the filing of the registration statement 
showing all of the assets of the issuer, the nature and cost 
thereof, whenever determinable, in such detail and in such 
form as the Commission shall prescribe (with intangible 
items segregated), including any loan in excess of $20,000 
to any officer, director, stockholder or person directly or 
indirectly controlling or controlled by the issuer, or person 
under direct or indirect common control with the issuer. All 
the liabilities of the issuer in such detail and such form as 
the Commission shall prescribe, including surplus of the 
issuer showing how and from what sources such surplus 
was created, all as of a date not more than 90 days prior to 
the filing of the registration statement. If such statement 
be not certified by an independent public or certified ac- 
countant, in addition to the balance sheet required to be 
submitted under this schedule, a similar detailed balance 
sheet of the assets and liabilities of the issuer, certified by 
an independent public or certified accountant, of a date not 
more than 1 year prior to the filing of the registration state- 
ment, shall be submitted; 

“(26) a profit and loss statement of the issuer showing 
earnings and income, the nature and source thereof, and 
the expenses and fixed charges in such detail and such form 
as the Commission shall prescribe for the latest fiscal year 
for which such statement is available and for the 2 pre- 
ceding fiscal years, year by year, or, if such issuer has been 
in actual business for less than 3 years, then for such time 
as the issuer has been in actual business, year by year. If 
the date of the filing of the registration statement is more 
than 6 months after the close of the last fiscal year, a 
statement from such closing date to the latest practicable 
date. Such statement shall show what the practice of the 
issuer has been during the 3 years or lesser period as to the 
character of the charges, dividends, or other distributions 
made against its various surplus accounts, and as to de- 
preciation, depletion, and maintenance charges, in such 
detail and form as the Commission shall prescribe, and if 
stock dividends or avails from the sale of rights have been 
credited to income, they shall be shown separately with a 
statement of the basis upon which the credit is computed. 
Such statement shall also differentiate between any re- 
curring and nonrecurring income and between any invest- 
ment and operating income. Such statement shall be cer- 
tified by an independent public or certified accountant; 

(27) if the proceeds, or any part of the proceeds, of the 
security to be issued is to be applied directly or indirectly 
to the purchase of any business, a profit and loss statement 
of such business certified by an independent public or cer- 
tified accountant, meeting the requirements of paragraph 
(26) of this schedule, for the 3 preceding fiscal years, to- 
gether with a balance sheet, similarly certified, of such 
business, meeting the requirements of paragraph (25) of 
this schedule of a date not more than 90 days prior to the 
filing of the registration statement or at the date such 
business was acquired by the issuer if the business was 
acquired by the issuer more than 90 days prior to the 
filing of the registration statement; 

“(28) a copy of any agreement or agreements (or if identic 
agreements are used, the forms thereof) made with any 
underwriter, including all contracts and agreements referred 
to in paragraph (17) of this schedule; 

“(29) a copy of the opinion or opinions of counsel in 
respect to the legality of the issue, with a translation of such 
opinion, when necessary, into the English language; 

“(30) a copy of all material contracts referred to in para- 
graph (24) of this schedule, but no disclosure shall be re- 
quired of any portion of any sach contract if the Commis- 
sion determines that disclosure of such portion would impair 
the value of the contract and would not be necessary for the 
protection of investors; 

(31) unless previously filed and registered under the pro- 
visions of this title, and brought up-to-date, (a) a copy of 
its articles of incorporation, with all amendments thereof 
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and of its existing bylaws or instruments corresponding 
thereto, whatever the name, if the issuer be a corporation; 
(b) copy of all instruments by which the trust is created or 
declared, if the issuer is a trust; (c) a copy of its articles 
of partnership or association and all other papers pertaining 
to its organization, if the issuer is a partnership, unincor- 
porated association, joint-stock company, or any other form 
of organization; and 

“(32) @ copy of the underlying agreements or indentures 
pes any stock, bonds, or debentures offered or to be 
offered. 

“In case of certificates of deposit, voting trust certificates, 
collateral trust certificates, certificates of interest or shares 
in unincorporated investment trusts, equipment trust cer- 
tificates, interim or other receipts for certificates, and like 
securities, the Commission shall establish rules and regula- 
tions requiring the submission of information of a like char- 
acter applicable to such cases, together with such other 
information as it may deem appropriate and necessary re- 
garding the character, financial or otherwise, of the actual 
issuer of the securities and/or the person performing the 
acts and assuming the duties of depositor or manager. 

“ SCHEDULE B 


“(1) Name of borrowing government or _ subdivision 
thereof; 

“(2) specific purposes in detail and the approximate 
amounts to be devoted to such purposes, so far as deter- 
minable, for which the security to be offered is to supply 
funds, and if the funds are to be raised in part from other 
sources, the amounts thereof and the sources thereof, shall 
be stated; 

“(3) the amount of the funded debt and the estimated 
amount of the floating debt outstanding and to be created 
by the security to be offered, excluding intergovernmental 
debt, and a brief description of the date, maturity, character 
of such debt, rate of interest, character of amortization pro- 
visions, and the security, if any, therefor. If substitution 
of any security is permissible, a statement of the conditions 
under which such substitution is permitted. If substitution 
55 peng issible without notice, a specific statement to that 

ect; > 

“(4) whether or not the issuer or its predecessor has, 
within a period of 20 years prior to the filing of the regis- 
tration statement, defaulted on the principal or interest of 
any external security, excluding intergovernmental debt, 
and, if so, the date, amount, and circumstances of such 
default, and the terms of the succeeding arrangement, if 


any; 

“(5) the receipts, classified by source, and the expendi- 
tures, classified by purpose, in such detail and form as the 
Commission shall prescribe for the latest fiscal year for 
which such information is available and the 2 preceding 
fiscal years, year by year; 

66) the names and addresses of the underwriters; 

%%) the name and address of its authorized agent, if any, 
in the United States; 

“(8) the estimated net proceeds to be derived from the 
sale in the United States of the security to be offered; 

“(9) the price at which it is proposed that the security 
shall be offered in the United States to the public or the 
method by which such price is computed. A variation in 
price may be proposed prior to the date of the public offering 
of the security, but the Commission shall immediately be 
notified of such variation; 

“(10) all commissions paid or to be paid, directly or indi- 
rectly, by the issuer to the underwriters in respect of the sale 
of the security to be offered. Commissions shall include all 
cash, securities, contracts, or anything else of value, paid, to 
be set aside, disposed of, or understandings with or for the 
benefit of any other persons in which the underwriter is 
interested, made, in connection with the sale of such security. 
Where any such commission is paid, the amount of such 
commission paid to each underwriter shall be stated; 

“(11) the amount or estimated amounts, itemized in rea- 
sonable detail, of expenses, other than the commissions 
specified in paragraph (10) of this schedule, incurred or 
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borne by or for the account of the issuer in connection with 
the sale of the security to be offered or properly chargeable 
thereto, including legal, engineering, certification, and other 
charges; 

“(12) the names and addresses of counsel who have passed 
upon the legality of the issue; 

“(13) a copy of any agreement or agreements made with 
any underwriter governing the sale of the security within 
the United States; and 

“(14) an agreement of the issuer to furnish a copy of the 
opinion or opinions of counsel in respect to the legality of 
the issue, with a translation, where necessary, into the Eng- 
lish language. Such opinion shall set out in full all laws, 
decrees, ordinances, or other acts of Government under 
which the issue of such security has been authorized. 

„ Trrix II 


“Sec. 201. For the purpose of protecting, conserving, and 
advancing the interests of the holders of foreign securities 
in default, there is hereby created a body corporate with the 
name ‘Corporation of Foreign Security Holders’ (herein 
called the ‘ Corporation’). The principal office of the Cor- 
poration shall be located in the District of Columbia, but 
there may be established agencies or branch offices in any 
city or cities of the United States under rules and regula- 
tions prescribed by the board of directors. 

“Sec. 202. The control and management of the Corpora- 
tion shall be vested in a board of 6 directors, who shall be 
appointed and hold office in the following manner: As soon 
as practicable after the date this act takes effect the Federal 
Trade Commission (hereinafter in this title called Commis- 
sion’) shall appoint six directors, and shall designate a 
chairman and a vice chairman from among their number. 
After the directors designated as chairman and vice chairman 
cease to be directors, their successors as chairman and vice 
chairman shall be elected by the board of directors itself. Of 
the directors first appointed, two shall continue in office for 
a term of 2 years, two for a term of 4 years, and two for a 
term of 6 years, from the date this act takes effect, the 
term of each to be designated by the Commission at the time 
of appointment. Their successors shall be appointed by the 
Commission, each for a term of 6 years from the date of the 
expiration of the term for which his predecessor was ap- 
pointed, except that any person appointed to fill a vacancy 
occurring prior to the expiration of the term for which his 
predecessor was appointed shall be appointed only for the 
unexpired term of such predecessor. No person shall be 
eligible to serve as a director who within 5 years preced- 
ing has had any interest, direct or indirect, in any cor- 
poration, company, partnership, bank, or association which 
has sold, or offered for sale, any foreign securities. The 
office of a director shall be vacated if the board of directors 
shall at a meeting specially convened for that purpose by 
resolution passed by a majority of at least two thirds of 
the board of directors, remove such member from office, 
provided that the member whom it is proposed to remove 
shall have 7 days’ notice sent to him of such meeting and 
that he may be heard. 

“Sec. 203. The Corporation shall haye power to adopt, 
alter, and use a corporate seal; to make contracts; to lease 
such real estate as may be necessary for the transaction 
of its business; to sue and be sued, to complain and to 
defend, in any court of competent jurisdiction, State or 
Federal; to require from trustees, financial agents, or deal- 
ers in foreign securities information relative to the original 
or present holders of foreign securities and such other in- 
formation as may be required and to issue subpenas there- 
for; to take over the functions of any fiscal and paying 
agents of any foreign securities in default; to borrow money 
for the purposes of this title, and to pledge as collateral 
for such loans any securities deposited with the corpora- 
tion pursuant to this title; by and with the consent and 
approval of the Commission to select, employ, and fix 
the compensation of officers, directors, members of com- 
mittees, employees, attorneys, and agents of the Corpora- 
tion, without regard to the provisions of other laws ap- 
plicable to the employment and compensation of officers or 
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employees of the United States; to define their. authority 
and duties, require bonds of them and fix the penalties 
thereof, and to dismiss at pleasure such officers, employees, 
attorneys, and agents; and to prescribe, amend, and repeal, 
by its board of directors, bylaws, rules, and regulations gov- 
erning the manner in which its general business may be 
conducted and the powers granted to it by law may be 
exercised and enjoyed, together with provisions for such 
committees and the functions thereof as the board of 
directors may deem necessary for facilitating its business 
under this title. The board of directors of the Corporation 
shall determine and prescribe the manner in which its obli- 
gations shall be incurred and its expenses allowed and paid. 

“ Sec. 204. The board of directors may— 

“(1) Convene meetings of holders of foreign securities, 

“(2) Invite the deposit and undertake the custody of for- 
eign securities which have defaulted in the payment either 
of principal or interest, and issue receipts or certificates in 
the place of securities so deposited. 

“(3) Appoint committees from the directors of the Cor- 
poration and/or all other persons to represent holders of 
any class or classes of foreign securities which have de- 
faulted in the payment either of principal or interest and 
determine and regulate the functions of such committees. 
The chairman and vice chairman of the board of directors 
shall be ex officio chairman and vice chairman of each 
committee. 

“(4) Negotiate and carry out, or assist in negotiating and 
carrying out, arrangements for the resumption of payments 
due or in arrears in respect of any foreign securities in de- 
fault or for rearranging the terms on which such securities 
may in future be held or for converting and exchanging the 
same for new securities or for any other object in relation 
thereto; and under this paragraph any plan or agreement 
made with respect to such securities shall be binding upon 
depositors, providing that the consent of holders resident in 
the United States of 60 percent of the securities deposited 
with the Corporation shall be obtained. 

“(5) Undertake, superintend, or take part in the collec- 
tion and application of funds derived from foreign securities 
which come into the possession of or under the control or 
management of the Corporation. 

“(6) Collect, preserve, publish, circulate, and render avail- 
able in readily accessible form, when deemed essential or 
necessary, documents, statistics, reports, and information of 
all kinds in respect of foreign securities, including particu- 
larly records of foreign external securities in default and 
records of the progress made toward the payment of past- 
due obligations. 

“(7) Take such steps as it may deem expedient with the 
view of securing the adoption of clear and simple forms of 
foreign securities and just and sound principles in the condi- 
tions and terms thereof. 

“(8) Generally, act in the name and on behalf of the 
holders of foreign securities the care or representation of 
whose interests may be entrusted to the Corporation; con- 
serve and protect the rights and interests of holders of for- 
eign securities issued, sold, or owned in the United States; 
adopt measures for the protection, vindication, and preserva- 
tion or reservation of the rights and interests of holders of 
foreign securities either on any default in or on breach or 
contemplated breach of the conditions on which such foreign 
securities may have been issued, or otherwise; obtain for 
such holders such legal and other assistance and advice as 
the board of directors may deem expedient; and do all such 
other things as are incident or conducive to the attainment 
of the above objects. 

“ Sec. 205. The board of directors shall cause accounts to 
be kept of all matters relating to or connected with the 
transactions and business of the Corporation, and cause a 
general account and balance sheet of the Corporation to be 
made out in each year, and cause all accounts to be audited 
by one or more auditors who shall examine the same and 
report thereon to the board of directors. 

“Sec. 206. The Corporation shall make, print, and make 
public an annual report of its operations during each year, 
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send a copy thereof, together with a copy of the account 
and balance sheet and auditor’s report, to the Commission 
and to both Houses of Congress, and provide one copy of 
such report but not more than one on the application of 
any person and on receipt of a sum not exceeding $1: Pro- 
vided, That the board of directors in its discretion may dis- 
tribute copies gratuitously. 

“Sec. 207. The Corporation may in its discretion levy 
charges, assessed on a pro-rata basis, on the holders of 
foreign securities deposited with it: Provided, That any 
charge levied at the time of depositing securities with the 
Corporation shall not exceed one fifth of 1 percent of the 
face value of such securities: Provided further, That any 
additional charges shall bear a close relationship to the cost 
of operations and negotiations including those enumerated 
in sections 203 and 204 and shall not exceed 1 percent of 
the face value of such securities. 

“Src. 208. The Corporation may receive subscriptions 
from any person, foundation with a public purpose, or 
agency of the United States Government, and such sub- 
scriptions may, in the discretion of the board of directors, 
be treated as loans repayable when and as the board of 
directors shall determine. 

“Sec. 209. The Reconstruction Finance Corporation is 
hereby authorized to loan out of its funds not to exceed 
$75,000 for the use of the Corporation. 

“Sec. 210. Notwithstanding the foregoing provisions of 
this title, it shall be unlawful for, and nothing in this title 
shall be taken or construed as permitting or authorizing, 
the Corporation in this title created, or any committee of 
said Corporation, or any person or persons acting for or 
representing or purporting to represent it— 

„a) to claim or assert or pretend to be acting for or to 
represent the Department of State or the United States 
Government; 

“(b) to make any statements or representations of any 
kind to any foreign government or its officials or the officials 
of any political subdivision of any foreign government that 
said Corporation or any committee thereof or any individual 
or individuals connected therewith were speaking or acting 
for the said Department of State or the United States Gov- 
ernment; or 

“(c) to do any act directly or indirectly which would in- 
terfere with or obstruct or hinder or which might be cal- 
culated to obstruct, hinder, or interfere with the policy or 
policies of the said Department of State or the Government 
of the United States or any pending or contemplated diplo- 
matic negotiations, arrangements, business or exchanges 
between the Government of the United States or said De- 
partment of State and any foreign government or any 
political subdivision thereof. 

“ Sec. 211. This title shall not take effect until the Presi- 
dent finds that its taking effect is in the public interest and 
by proclamation so declares. 

“Sec. 212. This title may be cited as the Corporation of 
Foreign Bondholders Act, 1933.’” 

And the Senate agree to the same. 

Duncan U. FLETCHER, 
CARTER GLASS, 
ROBERT F. WAGNER, 
Managers on the part of the Senate. 

Sam RAYBURN, 
Gero. HUDDLESTON, 
CLARENCE LEA, 
JAMES S. PARKER, 
CARL E. Mapes, 

8 Managers on the part of the House. 


Mr. McNARY. Mr. President, it has become the fixed 
practice of the Senate in matters of this kind, when they 
have not been printed, that they go over for the day, so that 
the Members of the Senate may read them. I ask the Sena- 
tor to have this report printed and bring it up the first 
thing tomorrow. ‘ 
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Mr. FLETCHER. There is no rule requiring that; bu. 

Mr. McNARY. I say, that is the uniform practice of the 
Senate, and I desire to adhere to that practice. 

The PRESIDING OFFICER. The report will lie on the 
table and go over until tomorrow, then. 

MISSOURI RIVER BRIDGE, MISSOURI-KANSAS 

Mr. McGILL. Mr. President, on the last day when the 
calendar was under consideration, the Senate passed a bill 
granting the consent of Congress to a compact or agreement 
between the States of Kansas and Missouri authorizing the 
acceptance, on behalf of said States, of title to a certain 
bridge across the Missouri River for which the Reconstruc- 
tion Finance Corporation has made a loan to the company 
constructing the bridge. This is to be a toll bridge. That 
measure was passed by unanimous consent on the part of 
the Senate, and a similar measure was passed by the House 
with the exception of one or two slight amendments which 
do not alter the effect or meaning of the bill. 

On the House measure—which is House Joint Resolution 
159, Order of Business 89 of the Senate—we have a unan- 
imous report by the Committee on Commerce favorable to 
the passage of the measure. I ask unanimous consent at 
this time that the House joint resolution be considered and 
passed by the Senate, which will merely have the effect of 
allowing the Senate bill to lapse. 

Mr. BLACK. Mr. President, I desire to ask the Senator a 
question. Is this toll bridge to be owned by the States or 
by the company? 

Mr. McGILL. It will be owned and managed by the States 
of Missouri and Kansas, as I understand. 

The PRESIDING OFFICER. Is there objection to the 
present consideration of the joint resolution? 

There being no objection, the Senate proceeded to consider 
the joint resolution (H.J.Res.159) granting the consent of 
Congress to a compact or agreement between the State of 
Kansas and the State of Missouri authorizing the acceptance 
for and on behalf of the States of Kansas and Missouri of 
title to a toll bridge across the Missouri River from a point 
in Platte County, Mo., to a point at or near Kansas City, in 


. Wyandotte County, Kans., and specifying the conditions 


thereof, which was read, as follows: 


Whereas by an act of Congress approved May 22, 1928, a fran- 
chise was granted to the Interstate Bridge Co. for the construction 
of a toll bridge across the Missouri River at or near Kansas City, 
Kans., which has been extended by the acts of March 2, 1929, and 
June 30, 1930, and which is now owned by the Regional Bridge 
Co., a corporation organized and existing under the laws of the 
State of Delaware, as assignee of the Interstate Bridge Co.; and 

Whereas authority has been granted the State Highway Com- 
mission of Kansas by an act of the Legislature of the State of 
Kansas, approved March 24, 1933, and published in the official 
State paper on March 27, 1933, and to the State Highway Com- 
mission of Missouri by an identical act, mutatis mutandis, of the 
General Assembly of the State of Missouri, approved April 17, 1933, 
to include in the highway systems of the respective States of 
Kansas and Missouri any toll bridge across any river forming a 
common boundary between the two States; to join in entering 
into contracts with the owner of any such toll bridge and with the 
holders of any bonds issued in connection with the construction 
of such bridge, by the terms of which the State Highway Com- 
missions of Kansas and Missouri shall maintain, operate, and 
insure such bridge, and fix and collect and apply tolls thereon, 
and shall construct, maintain, and operate as free State highways, 
approaches thereto, and shall make and treat as part of the high- 
way system of their respective States such entire bridge and any 
part of such approaches lying within their respective States; and 
to accept conveyance of title to and ownership ot any such bridge 
or part thereof situated within their respective States, subject 
to any encumbrance against any such bridge and pledge of its tolls 
previously executed; and 

Whereas Regional Bridge Co. has obtained an agreement from 
the Reconstruction Finance Corporation of the United States to 
aid in financing the construction of a bridge under the franchise 
granted by the act of May 22, 1928, and extensions thereof, under 
authority of the act of Congress known as the “ Emergency Relief 
and Construction Act of 1932”, by purchasing at the bonds 
of Regional Bridge Co., secured by mortgage on such bridge, in 
the amount of $600,000, upon condition that certain requirements 
be met and agreed to by the States of Kansas and Missouri; and 

Whereas the Legislature of the State of Kansas and the General 
Assembly of the State of Missouri, to make effective the acts of 
their respective legislative bodies herein cited and to meet the 
requirements imposed by the Reconstruction Finance Corporation, 
have each adopted the following resolution: 
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“Whereas Regional Bridge Co., a corporation organized and 
existing under the laws of the State of Delaware, is the owner 
and holder of a franchise granted by the Congress of the United 
States to construct (according to plans approved by the War 
Department of the United States), maintain, and operate a toll 
bridge across the Missouri River from a point at or near Kansas 
City in Wyandotte County, Kans., to a point in Platte County, 
Mo.: and 

“Whereas Regional Bridge Co. desires to commence the con- 
struction of such bridge as soon as the same is fully financed; 
and 

“Whereas Reconstruction Finance Corporation of the United 
States has agreed with Regional Bridge Co. to aid in financing 
the construction of such bridge, under authority of the act of 
Congress known as the ‘Emergency Relief and Construction Act 
of 1932’, by purchasing at par the bonds of Regional Bridge Co., 
secured by mortgage on such bridge, in the amount of $600,000; 
but 

“ Whereas Reconstruction Finance Corporation has imposed cer- 
tain requirements, to be met and agreed to by the States of 
Missouri and Kansas, as conditions precedent to its purchase of 
such bonds; and 

“Whereas inasmuch as such bridge will form an important link 
in and improvement to the highway systems of the States of 
Missouri and Kansas, and will be of benefit and advantage to the 
citizens of both and the public, and inasmuch as Regional Bridge 
Co., by resolution duly passed by the unanimous vote of its stock- 
holders, has agreed to transfer and convey such bridge, free of 
costs, to the State Highway Commissions of Missouri and of Kan- 
sas, on behalf of such States of Missouri and Kansas jointly, such 
conveyance to be made as soon as such mortgage shall have been 
properly recorded in both Missouri and Kansas, subject to the 
right of and duty upon Regional Bridge Co. fully to complete the 
construction of such bridge, it is to the interest and benefit of 
the States of Missouri and Kansas, and the citizens of both, that 
the States of Missouri and Kansas meet and agree to the require- 
ments of the Reconstruction Finance ration as conditions 
precedent to the purchase of such bonds: Now therefore 

“In consideration of the benefits and advantage accruing to 
the States of Missouri and Kansas and the citizens of both, and 
in consideration of the adoption of this resolution by both the 
States of Missouri and Kansas, the States of Missouri and Kansas 
hereby enter into the following compact and agreement: 

“ Be it resolved by the Senate of the State of Kansas (the House 
of Representatives agreeing thereto): 

“ SECTION 1. Regional Bridge Co., its successors and assigns, shall 
be, and it is hereby, authorized to construct, maintain, and oper- 
ate such bridge across the Missouri River from a point at or near 
Kansas City, in Wyandotte County, Kans., to a point in Platte 
County, Mo., according to plans approved by the War Department 
of the United States; and the said States hereby authorize 
Regional Bridge Co. to enter upon and use for the purpose of 
constructing, maintaining, and operating such bridge all neces- 
sary lands under water belonging to said States, and the fee to 
Aay POETO O ee en ee 
Bridge Co, 

“Sec. 2. The State Highway Commission of Missouri and the 
State Highway Commission of Kansas shall be, and they are 
hereby, authorized and directed to accept, when tendered by 
Regional Bridge Co., conveyance of such bridge and franchise 
therefor to such state highway commission jointly, on behalf 
of the States of Missouri and Kansas. Such conveyance shall 
not be in assumption of such mortgage, but shall expressly be 
subject to such mortgage, and to the right and duty upon 
See onal Bridge Co. fully to complete the construction of such 

ridge. 

“Sec. 3. The State Highway Commission of Missouri and the 
State Highway Commission of Kansas shall be, and they, and 
each of them, hereby are, authorized to maintain, operate, and 
insure such bridge and to fix and collect tolls thereon and apply 
such tolls, and to enter into any and all contracts with said 
Reconstruction Finance Corporation, or any other party or parties 
considered by said highway commissions, or either of them, to 
be necessary or expedient for or in connection with the proper 
maintenance, operation, and insurance of such bridge and such 
fixing, collection, and application of tolls thereon, and to incur 
joint and several obligations under such contracts; and to con- 
struct and maintain, and to enter into any contracts severally 
with said Reconstruction Finance Corporation, or any other 
party or parties, considered by said highway commissions, or either 
of them, to be necessary or expedient, for or in connection with 
the construction and maintenance of approaches to such bridge 
and roadways leading thereto lying wi their respective States. 
And said highway commissions, and each of them, are further 
authorized to make and treat as a part of the State highway 
system of their respective States the entire such bridge and 
that portion of the approaches thereto lying within their re- 
spective States, and to enter into contracts with the Recon- 
struction Finance Corporation or any other party or parties in 
respect thereto. 

“Sec. 4. Neither the State of Kansas nor the State of Missouri, 
nor any department or political subdivision thereof, shall con- 
struct or cause to be constructed, or grant any right, privilege, 
or franchise for the construction of, any bridge, ferry, tunnel, 
or other competing facility across or under the Missouri River 
within a distance of 5 miles from said bridge, measured along 
the meanderings of the thread of the stream of the Missouri 


River, until the construction costs of said bridge, with interest 
thereon, shall have been fully paid. 

“Sec. 5. To the faithful observance of this compact and agree- 
ment the States of Missouri and Kansas, by the adoption of this 
resolution, each pledges its good faith. 

“Sec. 6. This compact and agreement shall be in force and 
take effect from and after its adoption by the General Assembly 
of the State of Missouri, and approval by the Governor of Mis- 
souri, and its adoption by the Legislature of the State of Kansas, 
and approval by the Governor of Kansas, and publication in the 
Official State paper of the State of Kansas, and upon its receiv- 
ing the consent and approval of the Congress of the United 
States.” Therefore be it 

Resolved, etc., That the consent of Congress is hereby given to 
the aforesaid compact or agreement and to each and every term 
and provision thereof, and to all agreements to be made pursuant 
thereto by and between the said States or any agencies, commis- 
sions, or public or municipal bodies thereof: Provided, That noth- 
ing herein contained shall be construed to affect, impair, or 
diminish any right, power, or jurisdiction of the United States or 
of any court, department, board, bureau, officer, or official of the 
United States, over or in regard to any navigable waters, or any 
commerce between the States or with foreign countries, or any 
bridge, railroad highway, pier, wharf, or other facility or improve- 
ment, or any other person, matter, or thing, forming the subject 
matter of the aforesaid compact or agreement or otherwise affected 
by the terms thereof: And provided further, That the right to 
alter, amend, or repeal this resolution or any part thereof is hereby 
expressly reserved. 


The joint resolution was ordered to a third reading, read 


the third time, and passed. 
The preamble was agreed to. 


SELECTION OF A GOVERNOR OF HAWAII (H.DOC. NO. 42) 


The PRESIDING OFFICER laid before the Senate a com- 
munication from the President of the United States, which 
was read, as follows: 


To the Congress: 

It is particularly necessary to select for the post of Gov- 
ernor of Hawaii a man of experience and vision, who will 
be regarded by all citizens of the islands as one who will be 
absolutely impartial in his decisions on matters as to which 
there may be a difference of local opinion. In making my 
choice I should like to be free to pick either from the islands 
themselves or from the entire United States the best man for 
this post. I request, therefore, suitable legislation tempo- 
rarily suspending that part of the law which requires the 
Governor of Hawaii to be an actual resident of the islands, 

FRANKLIN D. ROOSEVELT. 

THE WHITE House, May 22, 1933. 


The PRESIDING OFFICER. The communication will be 
printed and referred to the Committee on Territories and 
Insular Affairs. 


PROTECTION OF GOVERNMENT RECORDS 


Mr. ROBINSON of Arkansas. I ask the Chair to lay be- 
fore the Senate a message from the House of Representa- 
tives relating to House bill 4220, which is on the Vice 
President’s desk. 

The VICE PRESIDENT laid before the Senate the action 
of the House of Representatives disagreeing to the amend- 
ment of the Senate to the bill (H.R. 4220) for the protection 
of Government records, and requesting a conference with 
the Senate on the disagreeing votes of the two Houses 
thereon. 

Mr. ROBINSON of Arkansas. I move that the Senate 
agree to the conference asked by the House, and that the 
e on the part of the Senate be appointed by the 


The motion was agreed to; and the Vice President ap- 
pointed Mr. Prrrman, Mr. Roginson of Arkansas, and Mr. 
Boran conferees on the part of the Senate. 


OFFICIAL REPORTERS OF DEBATES 


Mr. HAYDEN. By direction of the Committee on Print- 
ing I report a Senate resolution and ask unanimous consent 
for its immediate consideration. 

The VICE PRESIDENT. The resolution will be read. 

The legislative clerk read the resolution (S.Res. 84) as 
follows: 
marie ore auer James W. erl m ogas Percy 8 are 
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and debates of the Senate until further order of the Senate, sub- 
ject to all the duties and obligations of the contract made with 
D. F. Murphy, deceased, late reporter of the Senate, and to the 
supervision and control of the Committee on Printing on behalf 
of the Senate in all respects therein provided, and to receive 
payment for such services according to law: Provided, That the 
contract heretofore made with the late Theodore F. Shuey and 
said James W. Murphy be considered as terminated by the death 
of the former on May 18, 1933, and that said James W. Murphy 
and said Percy E. Budiong be paid for services rendered in re- 
porting the debates and proceedings of the Senate at the rate 
allowable by law for such services from May 19, 1933, to the date 
upon which this resolution is agreed to by the Senate, both dates 
inclusive: Provided further, That in the event of the death of 
either said James W. Murphy or said Percy E. Budlong during 
any recess or adjourned period of the Senate, the survivor of them 
shall discharge all the duties and obligations and be entitled to 
all the rights and benefits of said contract made with said D. F. 
Murphy, deceased, and shall receive payment for such services 
according to law, until further order of the Senate. 


The VICE PRESIDENT. Is there objection to the present 
consideration of the resolution? 

Mr. HEBERT. Mr. President, in the absence of the Sen- 
ator from Oregon [Mr. McNary] I ask if that Senator is 
informed concerning this resolution and what his desire is. 

Mr. ROBINSON of Arkansas. I will say that the resolu- 
tion is satisfactory to the Senator from Oregon. 

Mr. HEBERT. With that assurance, I have no objec- 
tion. 

The VICE PRESIDENT. Without objection, the resolu- 
tion is agreed to. 


INSTRUCTION AT MILITARY ACADEMY OF POSHENG YEN 


Mr. SHEPPARD. I ask unanimous consent for the im- 
mediate consideration of Calendar No. 76, Senate Joint Reso- 
lution 48, admitting a Chinese student to West Point. The 
joint resolution is in the usual form and is similar to other 
measures considered in cases of this kind. 

The VICE PRESIDENT. Is there objection to the request 
of the Senator from Texas for the present consideration of 
the joint resolution? 

There being no objection, the joint resolution (S.J.Res. 
48) authorizing the Secretary of War to receive for in- 
struction at the United States Military Academy at West 
Point Posheng Yen, a citizen of China, was read, considered, 
ordered to be engrossed for a third reading, read the third 
time, and passed, as follows: 

Resolved, etc., That the Secretary of War be, and he is hereby, 
authorized to permit Posheng Yen to receive instruction at the 
United States Military Academy at West Point: Provided, That 
no expense shall be caused to the United States thereby, and that 
Posheng Yen shall agree to comply with all regulations for the 
police and discipline of the academy, to be studious, and to give 
his utmost efforts to accomplish the courses in the various de- 
partments of instruction, and that said Posheng Yen shall not be 
admitted to the academy until he shall have passed the mental 
and physical examinations prescribed for candidates from the 
United States, and that he shall be immediately withdrawn if 
deficient in studies or in conduct and so recommended by the 
academic board: Provided further, That in the case of said 
Posheng Yen the provisions of sections 1320 and 1321 of the 
Revised Statutes shall be suspended. 


EXECUTIVE SESSION 

Mr. ROBINSON of Arkansas. I move that the Senate 
proceed to the consideration of executive business. 

The motion was agreed to; and the Senate proceeded to 
the consideration of executive business. 

EXECUTIVE MESSAGES REFERRED 

The VICE PRESIDENT laid before the Senate messages 
from the President of the United States submitting nomina- 
tions, which were referred to the appropriate committees. 

(For nominations this day received, see the end of Sen- 
ate proceedings.) 

REPORTS OF COMMITTEES 

The VICE PRESIDENT. Reports of committees are in 
order. 

Mr. VAN NUYS, from the Committee on the Judiciary, 
reported the nomination of Al W. Hosinski, of Indiana, to be 
United States marshal for the Northern District of Indiana, 
which was ordered to be placed on the calendar. 

He, also, from the same committee, reported favorably 
the nomination of Norman D. Godbold, of Hawaii, to be 
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first judge, Circuit Court, First Circuit of Hawaii, which was 
ordered to be placed on the calendar. 

Mr. McCARRAN, from the Committee on the Judiciary, 
reported favorably the nomination of T. Hoyt Davis, of 
Georgia, to be United States attorney, middle district of 
Georgia. 

The VICE PRESIDENT. The nomination will be placed 
on the calendar. 


UNITED STATES MARSHAL, MIDDLE DISTRICT OF GEORGIA 


Mr. BRATTON. From the Committee on the Judiciary 
I report favorably the nomination of Edward B. Doyle, of 
Georgia, to be United States marshal, middle district of 
Georgia. 

Mr. GEORGE. Mr. President, I ask unanimous consent 
for the immediate consideration of the nomination. 

The VICE PRESIDENT. Is there objection? 

Mr. HEBERT. Mr. President, the Senator from Oregon 
(Mr. McNary] wished me to say to the Senate that he had 
no objection to the consideration of this nomination, but he 
did object to a further proceeding which would involve 
notification to the President. I assume that is the under- 
standing he had with the Senator from Georgia. 

Mr. GEORGE. That is correct. 

The VICE PRESIDENT. Is there objection to confirming 
the nomination? 

There being no objection, the nomination was confirmed. 


UNITED STATES ASSISTANT ATTORNEY GENERAL 


Mr. KING. From the Committee on the Judiciary I re- 
port favorably the nomination of Pat Malloy, of Oklahoma, 
to be Assistant Attorney General. May I inquire of the 
Senator from Rhode Island, who is here, representing, as I 
understand, the leader on the other side, whether there will 
be any objection to the confirmation of this nomination? 

Mr. HEBERT. I am not informed whether the Senator 
from Oregon would want that nomination to go over, but I 
take it, from what he said to me, that he would prefer that 
course to be adopted. 

Mr. KING. Very well. I will ask that the nomination go 
to the calendar. 

The VICE PRESIDENT. The nomination will be placed 
on the calendar. 


THE CALENDAR—THE ADJUTANT GENERAL 


The VICE PRESIDENT. The calendar is in order. 

The Chief Clerk read the nomination of James Fuller 
McKinley to be The Adjutant General. 

Mr. ROBINSON of Arkansas. Mr. President, it is recalled 
that the Senator from Maryland [Mr. Types] stated that 
he wished to discuss this nomination before final action was 
taken upon it. He appears not to be present this afternoon, 
and I ask that the nomination may go over for the day. 

The VICE PRESIDENT. Without objection, the nomina- 
tion will be passed over. That completes the calendar. 


RECESS 


Mr. ROBINSON of Arkansas. As in legislative session, I 
move that the Senate take a recess until immediately follow- 
ing the conclusion of the proceedings of the Senate sitting 
as a Court of Impeachment on tomorrow. 

The motion was agreed to; and (at 6 o’clock and 6 minutes 
p.m.) the Senate, as in legislative session, took a recess until 
the conclusion of the, proceedings of the Senate sitting as 
a Court of Impeachment on Tuesday, May 23, 1933, the 
hour of meeting of the Senate sitting as a Court of Impeach- 
ment being 10 o’clock a.m. 

NOMINATIONS 
Executive nominations received by the Senate May 22 
(legislative day of May 15), 1933 
MEMBER OF THE BOARD OF DIRECTORS OF THE TENNESSEE 
VALLEY AUTHORITY 

Arthur E. Morgan, of Ohio, to be a member of the board 
of directors of the Tennessee Valley Authority for the term 
expiring 9 years after May 18, 1933. 
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COLLECTOR oF CUSTOMS 
Clement L. West, of Omaha, Nebr., to be collector of cus- 
toms for customs collection district no. 46, with head- 
quarters at Omaha, Nebr., to fill an existing vacancy. 


CONFIRMATION 


Executive nomination confirmed by the Senate May 22 
(legislative day of May 15), 1933 


UNITED STATES MARSHAL 
Edward B. Doyle to be United States marshal, middle 
district of Georgia. 


HOUSE OF REPRESENTATIVES 
Monpbay, May 22, 1933 


The House met at 11 o’clock a.m. 

The Rev. Thomas Logan Justice, pastor of the First Bap- 
tist Church, Kings Mountain, N.C., offered the following 
prayer: 


Omnipotent, omniscient, and omnipresent God, we bow 
before Thee this morning amidst all of the variegated cir- 
cumstances of life, realizing the inability of human strength 
to discharge many of the duties and responsibilities which 
devolve upon us; and we beseech that Thou wilt take us 
close to Thyself as we enter into the opening session of this 
Congress and let all that is done here today redound to Thy 
glory and result in the stabilization of all of the depart- 
ments of life with which men have to do. Bless our Presi- 
dent and grant that throughout all this Nation he may be 
one of the objects of prayer, and all who are associated 
with him here and in the Senate and everywhere in official 
authority in this Republic may uphold him and cooperate 
with him and bring about a glorious realization of optimism 
and recovery in the various walks in which we find our- 
selves. Now we pray Thee to cleanse us from all sin, and 
may the great God of all the earth lead us and have His 
way and have His will until the day when every knee shall 
bow and every tongue shall confess to the glory of Him who 
is the Father of our Lord Jesus Christ. We ask it in His 
name. Amen. 


The Journal of the proceedings of Saturday, May 20, 1933, 
Was read and approved. 


j CORRECTION 


Mr. CLARKE of New York. Mr. Speaker, there is evi- 
dently an omission in the Recor of Saturday. Something 
has gone wrong somewhere with it. I propounded a parlia- 
mentary inquiry of the Speaker regarding whether a motion 
to adjourn was a preferential motion, and then made the 
request that if it were a preferential motion that it be pre- 
ferred. There is an entire omission in the Recorp about 
this. 

The SPEAKER. Without objection, the Recorp will be 
corrected in that parficular. 

Mr. CLARKE of New York. One minute, Mr. Speaker. 
Let us not move quite as fast as that. More than that, the 
Recorp should show that the Speaker’s ruling was against 
that motion being a preferential one. 

The SPEAKER. The Chair did not make any ruling at all. 
Mr. BLANTON. Mr. Speaker, the gentleman’s motion 
was made after a roll call had been ordered. 

Mr. CLARKE of New York. Yes; but not a name had 
been called. That is the point. 

Mr. BLANTON. Mr. Speaker, if what the distinguished 
gentleman from New York [Mr. CLARKE] says is correct, 
that Members had not yet begun to respond to their names 
on such roll call, his motion to adjourn would have been 
in order; for a motion to adjourn may be made after the 
yeas and nays are ordered, provided it is made before the 
roll call has begun (V, Hinds’ Precedents 5365). My re- 
membrance was that the roll call had begun and the Clerk 
had called several names. 

Mr. CLARKE of New York. If there had not been a 
name called, I had the right to offer that motion. 


Mr. BLANTON. Certainly; the gentleman is correct, and 
I might add that he is usually correct; and I deem it an 
honor that I find myself voting with him many times, except 
on 3 party questions. 

Mr. CLARKE of New York. There had not been a name 
called. 

Mr. BLANTON. There are precedents which hold that 
where the yeas and nays have been ordered, but no Member 
has yet responded to his name on roll call, that it is deemed 
that the roll call has not yet begun, and a motion to ad- 
journ would be in order. Our distinguished Speaker is so 
uniformly correct in his rulings that if he ruled against the 
gentleman’s contention he must have been of the opinion 
that the roll call had begun. 

Mr. CLARKE of New York. The roll call had been or- 
dered, but no names had been called. 

The SPEAKER. The Chair thinks several names were 
called, but there had been no response. 


SECURITIES REGULATION BILL 


Mr. RAYBURN. Mr. Speaker, I call up the conference 
report on the bill (H.R. 5480) to provide full and fair dis- 
closure of the character of securities sold in interstate and 
foreign commerce and through the mails, and to prevent 
frauds in the sale thereof, and for other purposes, and ask 
unanimous consent that the statement may be read in lieu 
of the report. 

The SPEAKER, Is there objection to the request of the 
gentleman from Texas? 

There was no objection. 

The Clerk read the statement. 


CONFERENCE REPORT 

The committee of conference on the disagreeing votes of 
the two Houses on the amendment of the Senate to the bill 
(H.R. 5480) to provide full and fair disclosure of the charac- 
ter of securities sold in interstate and foreign commerce 
and through the mails, and to prevent frauds in the sale 
thereof, and for other purposes, having met, after full and 
free conference, have agreed to recommend and do recom- 
mend to their respective Houses as follows: 

That the House recede from its disagreement to the 
amendment of the Senate and agree to the same with an 
amendment as follows: 

In lieu of the matter proposed to be inserted by the 
Senate amendment insert the following: 

“ TITLE I 
“ SHORT TITLE 


“Section 1. This title may be cited as the Securities Act 
of 1933.’ 
“ DEFINITIONS 


“Sec. 2. When used in this title, unless the context other- 
wise requires— 

“(1) The term ‘security * means any note, stock, treasury 
stock, bond, debenture, evidence of indebtedness, certifi- 
cate of interest or participation in any profit-sharing agree- 
ment, collateral-trust certificate, preorganization certificate 
or subscription, transferable share, investment, contract, 
voting- trust certificate, certificate of interest in property, 
tangible or intangible or, in general, any instrument com- 
monly known as a security ’, or any certificate of interest or 
participation in, temporary or interim certificate for, receipt 
for, or warrant or right to subscribe to or purchase, any of 
the foregoing. 

“(2) The term ‘person’ means an individual, a corpo- 
ration, a partnership, an association, a joint-stock company, 
a trust, any unincorporated organization, or a government 
or political subdivision thereof. As used in this paragraph 
the term ‘trust’ shall include only a trust where the inter- 
est or interests of the beneficiary or beneficiaries are 
evidenced by a security. 

“(3) The term ‘sale’, ‘sell’, offer to sell’, or offer for 
sale’ shall include every contract of sale or disposition of, 
attempt or offer to dispose of, or solicitation of an offer to 
buy, a security or interest in a security, for value; except 
that such terms shall not include preliminary negotiations or 
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agreements between an issuer and any underwriter. Any 
security given or delivered with, or as a bonus on account of, 
any purchase of securities or any other thing, shall be con- 
clusively presumed to constitute a part of the subject of 
such purchase and to have been sold for value. The issue 
or transfer of a right or privilege, when originally issued 
or transferred with a security, giving the holder of such 
security the right to convert such security into another 
security of the same issuer or of another person, or giving 
a right to subscribe to another security of the same issuer or 
of another person, which right cannot be exercised until 
some future date, shall not be deemed to be a sale of such 
other security; but the issue or transfer of such other 
security upon the exercise of such right of conversion or 
subscription shall be deemed a sale of such other security. 

“(4) The term ‘issuer’ means every person who issues or 
proposes to issue any security or who guarantees a security 
either as to principal or income; except that with respect 
to certificates of deposit, voting-trust certificates, or collat- 
eral-trust certificates, or with respect to certificates of in- 
terest or shares in an unincorporated investment trust not 
having a board of directors (or persons performing similar 
functions) or of the fixed, restricted management, or unit 
type, the term ‘issuer’ means the person or persons per- 
forming the acts and assuming the duties of depositor or 
manager pursuant to the provisions of the trust or other 
agreement or instrument under which such securities are 
issued; and except that with respect to equipment-trust 
certificates or like securities, the term ‘issuer’ means the 
person by whom the equipment or property is or is to be 
used. 

“(5) The term ‘Commission’ means the Federal Trade 
Commission. 

“(6) The term ‘ Territory’ means Alaska, Hawaii, Puerto 
Rico, the Philippine Islands, Canal Zone, the Virgin Islands, 
and the insular possessions of the United States. 

“(7) The term ‘interstate commerce’ means trade or 
commerce in securities or any transportation or communi- 
cation relating thereto among the several States or between 
the District of Columbia or any Territory of the United 
States and any State or other Territory, or between any 
foreign country and any State, Territory, or the District of 
Columbia, or within the District of Columbia. 

“(8) The term ‘registration statement’ means the state- 
ment provided for in section 6, and includes any amendment 
thereto and any report, document, or memorandum accom- 
panying such statement or incorporated therein by reference. 

“(9) The term ‘ write’ or ‘ written’ shall include printed, 
lithographed, or any means of graphic communication. 

“(10) The term ‘ prospectus’ means any prospectus, no- 
tice, circular, advertisement, letter, or communication, writ- 
ten or by radio, which offers any security for sale; except 
that (a) a communication shall not be deemed a prospectus 
if it is proved that prior to such communication a written 
prospectus meeting the requirements of section 10 was re- 
ceived, by the person to whom the communication was made, 

| from the person making such communication or his prin- 
| cipal, and (b) a notice, circular, advertisement, letter, or 
| communication in respect of a security shall not be deemed 
| to be a prospectus if it states from whom a written pro- 
l spectus meeting the requirements of section 10 may be ob- 
| tained and, in addition, does no more than identify the 
| security, state the price thereof, and state by whom orders 
| will be executed. 
11) The term ‘underwriter’ means any person who has 
| purchased from an issuer with a view to, or sells for an issuer 
in connection with, the distribution of any security, or par- 
| ticipates or has a direct or indirect participation in any 
such undertaking, or participates or has a participation in 
the direct or indirect underwriting of any such undertaking; 
but such term shall not include a person whose interest is 
limited to a commission from an underwriter or dealer not 
in excess of the usual and customary distributors’ or sellers’ 
commission. As used in this paragraph the term ‘issuer’ 
shall include, in addition to an issuer, any person directly 
or indirectly controlling or controlled by the issuer, or any 
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person under direct or indirect common control with the 
issuer. 

“(12) The term ‘dealer’ means any person who engages 
either for all or part of his time, directly or indirectly, as 
agent, broker, or principal, in the business of offering, buy- 
ing, selling, or otherwise dealing or trading in securities 
issued by another person. 

“EXEMPTED SECURITIES 

“Src. 3. (a) Except as hereinafter expressly provided, 
the provisions of this title shall not apply to any of the fol- 
lowing classes of securities: 

“(1) Any security which, prior to or within 60 days after 
the enactment of this title, has been sold or disposed of by 
the issuer or bona fide offered to the public, but this exemp- 
tion shall not apply to any new offering of any such secur- 
ity by an issuer or underwriter subsequent to such 60 days; 

“(2) Any security issued or guaranteed by the United 
States or any Territory thereof, or by the District of Colum- 
bia, or by any State of the United States, or by any political 
subdivision of a State or Territory, or by any public instru- 
mentality of one or more States or Territories exercising an 
essential governmental function, or by any corporation 
created and controlled or supervised by and acting as an 
instrumentality of the Government of the United States 
pursuant to authority granted by the Congress of the United 
States, or by any national bank, or by any banking insti- 
tution organized under the laws of any State or Territory, 
the business of which is substantially confined to banking 
and is supervised by the State or territorial banking commis- 
sion or similar official, or any security issued by or repre- 
senting an interest in or a direct obligation of a Federal 
Reserve bank; 

“(3) Any note, draft, bill of exchange, or banker’s accept- 
ance which arises out of a current transaction or the pro- 
ceeds of which have been or are to be used for current 
transactions, and which has a maturity at the time of issu- 
ance of not exceeding 9 months, exclusive of days of grace, 
or any renewal thereof the maturity of which is likewise 
limited; 

“(4) Any security issued by a corporation organized and 
operated exclusively for religious, educational, benevolent, 
fraternal, charitable, or reformatory purposes and not for 
pecuniary profit, and no part of the net earnings of which 
inures to the benefit of any person, private stockholder, or 
individual; 

“(5) Any security issued by a building and loan associa- 
tion, homestead association, savings and loan association, 
or similar institution, substantially all the business of which 
is confined to the making of loans to members (but the 
foregoing exemption shall not apply with respect to any 
such security where the issuer takes from the total amount 
paid or deposited by the purchaser, by way of any fee, cash 
value, or other device whatsoever, either upon termination 
of the investment at maturity or before maturity, an aggre- 
gate amount in excess of 3 percent of the face value of 
such security), or any security issued by a farmers’ cooper- 
ative association as defined in paragraphs (12), (13), and 
(14) of section 103 of the Revenue Act of 1932; 

“(6) Any security issued by a common carrier which is 
subject to the provisions of section 20a of the Interstate 
Commerce Act, as amended; 

“(7) Certificates issued by a receiver or by a trustee in 
bankruptcy, with the approval of the court; 

“(8) Any insurance or endowment policy or annuity con- 
tract or optional annuity contract, issued by a corporation 
subject to the supervision of the insurance commissioner, 
bank commissioner, or any agency or officer performing 
like functions, of any State or Territory of the United States 
or the District of Columbia. 

“(b) The Commission may from time to time by its rules 
and regulations, and subject to such terms and conditions 
as may be prescribed therein, add any class of securities to 
the securities exempted as provided in this section, if it 
finds that the enforcement of this title with respect to such 
securities is not necessary in the public interest and for the 
protection of investors by reason of the small amount in- 
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volved or the limited character of the public offering; but 
no issue of securities shall be exempted under this subsec- 
tion where the aggregate amount at which such issue is 
offered to the public exceeds $100,000. 

“EXEMPTED TRANSACTIONS y 

“Sec. 4. The provisions of section 5 shall not apply to any 
of the following transactions: 

“(1) Transactions by any person other than an issuer, 
underwriter, or dealer; transactions by an issuer not with or 
through an underwriter and not involving any public offer- 
ing; or transactions by a dealer (including an underwriter 
no longer acting as an underwriter in respect of the security 
involved in such transaction), except transactions within 
1 year after the last date upon which the security was bona 
fide offered to the public by the issuer or by or through an 
underwriter (excluding in the computation of such year any 
time during which a stop order issued under section 8 is in 
effect as to the security), and except transactions as to se- 
curities constituting the whole or a part of an unsold allot- 
ment to or subscription by such dealer as a participant in 
the distribution of such securities by the issuer or by or 
through an underwriter. 

“(2) Brokers’ transactions, executed upon customers’ 
orders on any exchange or in the open or counter market, 
but not the solicitation of such orders. 

(3) The issuance of a security of a person exchanged by 
it with its existing security holders exclusively, where no 
commission or other remuneration is paid or given directly 
or indirectly in connection with such exchange; or the issu- 
ance of securities to the existing security holders or other 
existing creditors of a corporation in the process of a bona 
fide reorganization of such corporation under the supervi- 
sion of any court, either in exchange for the securities of 
such security holders or claims of such creditors or partly 
for cash and partly in exchange for the securities or claims 
of such security holders or creditors. 

“ PROHIBITIONS RELATING TO INTERSTATE COMMERCE AND THE MAILS 


“ Sec. 5. (a) Unless a registration statement is in effect as 
to a security, it shall be unlawful for any person, directly or 
indirectly— 

“(1) to make use of any means or instruments of trans- 
portation or communication in interstate commerce or of 
the mails to sell or offer to buy such security through the 
use or medium of any prospectus or otherwise; or 

“(2) to carry or cause to be carried through the mails or 
in interstate commerce, by any means or instruments of 
transportation, any such security for the purpose of sale 
or for delivery after sale. 

“(b) It shall be unlawful for any person, directly or in- 
directly— 

“(1) to make use of any means or instruments of trans- 
portation or communication in interstate commerce or of 
the mails to carry or transmit any prospectus relating to 
any security registered under this title, unless such pros- 
pectus meets the requirements of section 10; or 

“(2) to carry or to cause to be carried through the mails 
or in interstate commerce any such security for the purpose 
of sale or for delivery after sale, unless accompanied or 
preceded by a prospectus that meets the requirements of 
section 16. 

“(c) The provisions of this section relating to the use of 
the mails shall not apply to the sale of any security where 
the issue of which it is a part is sold only to persons resident 
within a single State or Territory, where the issuer of such 
securities is a person resident and doing business within, or, 
if a corporation, incorporated by and doing business within, 
such State or Territory. 

“ REGISTRATION OF SECURITIES AND SIGNING OF REGISTRATION 
STATEMENT 

“Sec. 6. (a) Any security may be registered with the 
Commission under the terms and conditions hereinafter 
provided, by filing a registration statement in triplicate, at 
least one of which shall be signed by each issuer, its prin- 
cipal executive officer or officers, its principal financial offi- 
cer, its comptroller or principal accounting officer, and the 
majority of its board of directors or persons performing 
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Similar functions (or, if there is no board of directors or 
persons performing similar functions, by the majority of 
the persons or board having the power of management of 
the issuer), and in case the issuer is a foreign or Terri- 
torial person by its duly authorized representative in the 
United States; except that when such registration state- 
ment relates to a security issued by a foreign government, 
or political subdivision thereof, it need be signed only by 
the underwriter of such security. Signatures of all such 
persons when written on the said registration statements 
shall be presumed to have been so written by authority 
of the person whose signature is so affixed and the burden 
of proof, in the event such authority shall be denied, shall 
be upon the party denying the same. The affixing of any 
signature without the authority of the purported signer 
shall constitute a violation of this title. A registration 
statement shall be deemed effective only as to the securi- 
ties specified therein as proposed to be offered. 

“(b) At the time of filing a registration statement the 
applicant shall pay to the Commission a fee of one one- 
hundredth of 1 percent of the maximum aggregate price 
at which such securities are proposed to be offered, but in 
no case shall such fee be less than $25. 

„(e) The filing with the Commission of a registration 
statement, or of an amendment to a registration statement, 
shall be deemed to have taken place upon the receipt 
thereof, but the filing of a registration statement shall not 
be deemed to have taken place unless it is accompanied by 
a United States postal money order or a certified bank 
check or cash for the amount of the fee required under sub- 
section (b). 

„d) The information contained in or filed with any regis- 
tration statement shall be made available to the public 
under such regulations as the Commission may prescribe, 
and copies thereof, photostatic or otherwise, shall be fur- 
nished to every applicant at such reasonable charge as the 
Commission may prescribe. 

“(e) No registration statement may be filed within the 
first 40 days following the enactment of this act. 


“ INFORMATION REQUIRED IN REGISTERED STATEMENT 


“Sec. 7. The registration statement, when relating to a 
security other than a security issued by a foreign govern- 
ment, or political subdivision thereof, shall contain the in- 
formation and be accompanied by the documents specified 
in schedule A, and when relating to a security issued by a 
foreign government, or political subdivision thereof, shall 
contain the information and be accompanied by the docu- 
ments specified in schedule B; except that the Commission 
may by rules or regulations provide that any such informa- 
tion or document need not be included in respect of any class 
of issuers or securities if it finds that the requirement of such 
information or document is inapplicable to such class and 
that disclosure fully adequate for the protection of investors 
is otherwise required to be included within the registration 
statement. If any accountant, engineer, or appraiser, or 
any person whose profession gives authority to a statement 
made by him is named as having prepared or certified any 
part of the registration statement, or is named as having 
prepared or certified a report or valuation for use in con- 
nection with the registration statement, the written consent 
of such person shall k> filed with the registration statement. 
If any such person is named as having prepared or certified 
a report or valuation (other than a public official document 
or statement) which is used in connection with the regis- 
tration statement, but is not named as having prepared or 
certified such report or valuation for use in connection with 
the registration statement, the written consent of such per- 
son shall be filed with the registration statement unless the 
Commission dispenses with such filing as impracticable or 
as involving undue hardship on the person filing the regis- 
tration statement. Any such registration statement shall 
contain such other information, and be accompanied by 
such other documents, as the Commission may by rules or 
regulations require as being necessary or appropriate in the 
public interest or for the protection of investors. 
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“TAKING EFFECT OF REGISTRATION STATEMENTS AND AMENDMENTS 
THERETO 

“Sec. 8. (a) The effective date of a registration statement 
shall be the twentieth day after the filing thereof, except 
as hereinafter provided, and except that in case of securities 
of any foreign public authority, which has continued the full 
service of its obligations in the United States, the proceeds 
of which are to be devoted to the refunding of obligations 
payable in the United States, the registration statement 
shall become effective 7 days after the filing thereof. If 
any amendment to any such statement is filed prior to the 
effective date of such statement, the registration statement 
shall be deemed to have been filed when such amendment 
was filed; except that an amendment filed with the consent 
of the Commission, prior to the effective date of the registra- 
tion statement, or filed pursuant to an order of the Com- 
mission, shall be treated as a part of the registration state- 
ment. 

„(b) If it appears to the Commission that a registration 
statement is on its face incomplete or inaccurate in any 
material respect, the Commission may, after notice by per- 
sonal service or the sending of confirmed telegraphic notice 
not later than 10 days after the filing of the registration 
statement, and opportunity for hearing (at a time fixed by 
the Commission) within 10 days after such notice by per- 
sonal service or the sending of such telegraphic notice, issue 
an order prior to the effective date of registration refusing 
to permit such statement to become effective until it has 
been amended in accordance with such order. When such 
statement has been amended in accordance with such order 
the Commission shall so declare and the registration shall 
become effective at the time provided in subsection (a) or 
upon the date of such declaration, whichever date is the 
later. 

„(e) An amendment filed after the effective date of the 
registration statement, if such amendment, upon its face, 
appears to the Commission not to be incomplete or inac- 
curate in any material respect, shall become effective on 
such date as the Commission may determine, haying due 
regard to the public interest and the protection of investors. 

“(d) If it appears to the Commission at any time that the 
registration statement includes any untrue statement of a 
material fact or omits to state any material fact required 
to be stated therein or necessary to make the statements 
therein not misleading, the Commission may, after notice 
by personal service or the sending of confirmed telegraphic 
notice, and after opportunity for hearing (at a time fixed 
by the Commission) within 15 days after such notice by 
personal service or the sending of such telegraphic notice, 
issue a stop order suspending the effectiveness of the regis- 
tration statement. When such statement has been amended 
in accordance with such stop order the Commission shall so 
declare and thereupon the stop order shall cease to be 
effective. 

“(e) The Commission is hereby empowered to make an 
examination in any case in order to determine whether a 
stop order should issue under subsection (d). In making 
such examination the Commission or any officer or officers 
designated by it shall have access to and may demand the 
production of any books and papers of, and may administer 
oaths and affirmations to and examine, the issuer, under- 
writer, or any other person, in respect of any matter relevant 
to the examination, and may, in its discretion, require the 
production of a balance sheet exhibiting the assets and 
liabilities of the issuer, or its income statement, or both, 
to be certified to by a public or certified accountant approved 
by the Commission. If the issuer or underwriter shall fail 
to cooperate, or shall obstruct or refuse to permit the mak- 
ing of an examination, such conduct shall be proper ground 
for the issuance of a stop order. 

„H) Any notice required under this section shall be sent 
to or served on the issuer, or, in case of a foreign govern- 
ment or political subdivision thereof, to or on the under- 
writer, or, in the case of a foreign or Territorial person, to 
or on its duly authorized representative in the United States 
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named in the registration statement, properly directed in 
each case of telegraphic notice to the address given in such 
statement. 
“ COURT REVIEW OF ORDERS 

“Sec. 9. (a) Any person aggrieved by an order of the 
Commission may obtain a review of such order in the Circuit 
Court of Appeals of the United States, within any circuit 
wherein such person resides or has his principal place of 
business, or in the Court of Appeals of the District of Co- 
lumbia, by filing in such court, within 60 days after the 
entry of such order, a written petition praying that the 
order of the Commission be modified or be set aside in whole 
or in part. A copy of such petition shall be forthwith 
served upon the Commission, and thereupon the Commis- 
sion shall certify and file in the court a transcript of the 
record upon which the order complained of was entered. 
No objection to the order of the Commission shall be con- 
sidered by the court unless such objection shall have been 
urged before the Commission. The finding of the Commis- 
sion as to the facts, if supported by evidence, shall be con- 
clusive. If either party shall apply to the court for leave 
to adduce additional evidence, and shall show to the satis- 
faction of the court that such additional evidence is material 
and that there were reasonable grounds for failure to ad- 
duce such evidence in the hearing before the Commission, 
the court may order such additional evidence to be taken 
before the Commission and to be adduced upon the hearing 
in such manner and upon such terms and conditions as to 
the court may seem proper. The Commission may modify 
its findings as to the facts, by reason of the additional evi- 
dence so taken, and it shall file such modified or new find- 
ings, which, if supported by evidence, shall be conclusive, 
and its recommendation, if any, for the modification or set- 
ting aside of the original order. The jurisdiction of the 
court shall be exclusive and its judgment and decree, affirm- 
ing, modifying, or setting aside, in whole or in part, any 
order of the Commission, shall be final, subject to review by 
the Supreme Court of the United States upon certiorari or 
certification as provided in sections 239 and 240 of the 
Judicial Code,.as amended (U.S.C., title 28, secs. 346 and 
347). 

“(b) The commencement of proceedings under subsection 
(a) shall not, unless specifically ordered by the court, oper- 
ate as a stay of the Commission’s order. 


“ INFORMATION REQUIRED IN PROSPECTUS 


“Sec. 10. (a) A prospectus— 

“(1) when relating to a security other than a security is- 
sued by a foreign government or political subdivision thereof, 
shall contain the same statements made in the registration 
statement, but it need not include the documents referred 
to in paragraphs (28) to (32), inclusive, of schedule A; 

“(2) when relating to a security issued for a foreign gov- 
ernment or political subdivision thereof shall contain the 
same statements made in the registration statement, but 1t 
need not include the documents referred to in paragraphs 
(13) and (14) of schedule B. 

“(b) Notwithstanding the provisions of subsection (a)— 

“(1) when a prospectus is used more than 13 months after 
the effective date of the registration statement, the infor- 
mation in the statements contained therein shall be as of a 
date not more than 12 months prior to such use. 

“(2) there may be omitted from any prospectus any of 
the statements required under such subsection (a) which 
the Commission may by rules or regulations designate as 
not being necessary or appropriate in the public interest or 
for the protection of investors. 

“(3) any prospectus shall contain such other information 
as the Commission may by rules or regulations require as 
being necessary or appropriate in the public interest or for 
the protection of investors. 

“(4) in the exercise of its powers under paragraphs (2) 
and (3) of this subsection, the Commission shall have au- 
thority to classify prospectuses according to the nature and 
circumstances of their use, and, by rules and regulations and 
subject to such terms and conditions as it shall specify 
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therein, to prescribe as to each class the form and contents 
which it may find appropriate to such use and consistent 
with the public interest and the protection of investors. 

“(c) The statements or information required to be in- 
cluded in a prospectus by or under authority of subsection 
(a) or (b), when written, shall be placed in a conspicuous 
part of the prospectus in type as large as that used generally 
in the body of the prospectus. 

“(d) In any case where a prospectus consists of a radio- 
broadcast, copies thereof shall be filed with the Commission 
under such rules and regulations as it shall prescribe. The 
Commission may by rules and regulations require the filing 
with it of forms of prospectuses used in connection with the 
sale of securities registered under this title. 

“ CIVIL LIABILITIES ON ACCOUNT OF FALSE REGISTRATION STATEMENT 

“Sec. 11. (a) In case any part of the registration state- 
ment, when such part became effective, contained an untrue 
statement of a material fact or omitted to state a material 
fact required to be stated therein or necessary to make the 
statements therein not misleading, any person acquiring such 
security (unless it is proved that at the time of such ac- 
quisition he knew of such untruth or omission) may, either 
at law or in equity, in any court of competent jurisdiction, 
sue— 

“(1) every person who signed the registration statement; 

“(2) every person who was a director of (or person per- 
forming similar functions), or partner in, the issuer at the 
time of the filing of the part of the registration statement 
with respect to which his liability is asserted; 

“(3) every person who, with his consent, is named in 
the registration statement as being or about to become a di- 
rector, person performing similar functions, or partner; 

“(4) every accountant, engineer, or appraiser, or any person 
whose profession gives authority to a statement made by 
him, who has with his consent been named as having pre- 
pared or certified any part of the registration statement, or 
as having prepared or certified any report or valuation which 
- is used in connection with the registration statement, with 
respect to the statement in such registration statement, 
report, or valuation which purports to have been prepared or 
certified by him; 

“(5) every underwriter with respect to such security. 

“(b) Notwithstanding the provisions of subsection (a) no 
person, other than the issuer, shall be liable as provided 
therein who shall sustain the burden of proof— 

“(1) that before the effective date of the part of the reg- 
istration statement with respect to which his liability is 
asserted (A) he had resigned from or had taken such steps 
as are permitted by law to resign from, or ceased or refused 
to act in, every office, capacity, or relationship in which he 
was described in the registration statement as acting or 
agreeing to act, and (B) he had advised the Commission 
and the issuer in writing that he had taken such action and 
that he would not be responsible for such part of the regis- 
tration statement; or 

“(2) that if such part of the registration statement became 
effective without his knowledge, upon becoming aware of 
such fact he forthwith acted and advised the Commission, 
in accordance with paragraph (1), and, in addition, gave 
reasonable public notice that such part of the registration 
statement had become effective without his knowledge; or 

“(3) that (A) as regards any part of the registration 
statement not purporting to be made on the authority of an 
expert, and not purporting to be a copy of or extract from 
a report or valuation of an expert, and not purporting to be 
made on the authority of a public official document or state- 
ment, he had, after reasonable investigation, reasonable 
ground to believe and did believe, at the time such part of 
the registration statement became effective, that the state- 
ments therein were true and that there was no omission to 
state a material fact required to be stated therein or neces- 
sary to make the statements therein not misleading; and 
(B) as regards any part of the registration statement pur- 
porting to be made upon his authority as an expert or pur- 
porting to be a copy of or extract from a report or valua- 
tion of himself as an expert, (i) he had, after reasonable 
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investigation, reasonable ground to believe and did believe, 
at the time such part of the registration statement became 
effective, that the statements therein were true and that 
there was no omission to state a material fact required to be 
stated therein or necessary to make the statements therein 
not misleading, or (ii) such part of the registration state- 
ment did not fairly represent his statement as an expert or 
was not a fair copy of or extract from his report or valua- 
tion as an expert; and (C) as regards any part of the regis- 
tration statement purporting to be made on the authority 
of an expert (other than himself) or purporting to be a 
copy of or extract from a report or valuation of an expert 
(other than himself), he had reasonable ground to believe 
and did believe, at the time such part of the registration 
statement became effective, that the statements therein 
were true and that there was no omission to state a material 
fact required to be stated therein or necessary to make the 
statements therein not misleading, and that such part of the 
registration statement fairly represented the statement of 
the expert or was a fair copy of or extract from the report 
or valuation of the expert; and (D) as regards any part of 
the’ registration statement purporting to be a statement 
made by an official person or purporting to be a copy of or 
extract from a public official document, he had reasonable 
ground to believe and did believe, at the time such part of 
the registration statement became effective, that the state- 
ments therein were true, and that there was no omission to 
state a material fact required to be stated therein or neces- 
sary to make the statements therein not misleading, and 
that such part of the registration statement fairly repre- 
sented the statement made by the official person or was a 
fair copy of or extract from the public official document. 

“(e) In determining, for the purpose of paragraph (3) of 
subsection (b) of this section, what constitutes reasonable 
investigation and reasonable ground for belief, the standard 
of reasonableness shall be that required of a person occupy- 
ing a fiduciary relationship. 

„d) If any person becomes an underwriter with respect 
to the security after the part of the registration statement 
with respect to which his liability is asserted has become 
effective, then for the purposes of paragraph (3) of subsec- 
tion (b) of this section such part of the registration state- 
ment shall be considered as having become effective with 
respect to such person as of the time when he became an 
underwriter. 

“(e) The suit authorized under subsection (a) may be 
either (1) to recover the consideration paid for such security 
with interest thereon, less the amount of any income re- 
ceived thereon, upon the tender of such security, or (2) for 
damages if the person suing no longer owns the security. 

“(f) All or any one or more of the persons specified in 
subsection (a) shall be jointly and severally liable, and every 
person who becomes liable to make any payment under this 
section may recover contribution as in cases of contract 
from any person who, if sued separately, would have been 
liable to make the same payment, unless the person who has 
become liable was, and the other was not, guilty of fraudu- 
Ient misrepresentation. 

“(g) In no case shall the amount recoverable under this 
section exceed the price at which the security was offered to 
the public. 

“ CIVIL LIABILITIES ARISING IN CONNECTION WITH PROSPECTUSES AND 
COMMUNICATIONS 

“Sec. 12. Any person who— 

(1) sells a security in violation of section 5, or 

“(2) sells a security (whether or not exempted by the 
provisions of section 3, other than paragraph (2) of subsec- 
tion (a) thereof), by the use of any means or instruments 
of transportation or communication in interstate commerce 
or of the mails, by means of a prospectus or oral communi- 
cation, which includes an untrue statement of a material 
fact or omits to state a material fact necessary in order to 
make the statements, in the light of the circumstances under 
which they were made, not misleading (the purchaser not 
knowing of such untruth or omission), and who shall not. 
sustain the burden of proof that he did not know, and in the 
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exercise of reasonable care could not have known, of such 
untruth or omissions, 

č shall be liable to the person purchasing such security from 
him, who may sue either at law or in equity in any court of 
competent jurisdiction, to recover the consideration paid for 
such security with interest thereon, less the amount of any 
income received thereon, upon the tender of such security, 
or for damages if he no longer owns the security. 

“LIMITATION OF ACTIONS 

“Sec. 13. No action shall be maintained to enforce any 
liability created under section 11 or section 12 (2) unless 
brought within 2 years after the discovery of the untrue 
statement or the omission, or after such discovery should 
have been made by the exercise of reasonable diligence, or, 
if the action is to enforce a liability created under section 
12 (1), unless brought within 2 years after the violation 
upon which it is based. In no event shall any such action 
be brought to enforce a liability created under section 11 or 
section 12 (1) more than 10 years after the security was 
bona fide offered to the public. 

“ CONTRARY STIPULATIONS VOID s 

“Sec. 14. Any condition, stipulation, or provision binding 
any person acquiring any security to waive compliance with 
any provision of this title or of the rules and regulations 
of the Commission shall be void. 

“LIABILITY OF CONTROLLING PERSONS 

“Sec. 15. Every person who, by or through stock owner- 
ship, agency, or otherwise, or who, pursuant to or in connec- 
tion with an agreement or understanding with one or more 
other persons by or through stock ownership, agency, or 
otherwise, controls any person liable under section 11 or 12, 
shall also be liable jointly and severally with and to the 
same extent as such controlled person to any person to whom 
such controlled person is liable. 

“ ADDITIONAL REMEDIES 

“Sec. 16. The rights and remedies provided by this title 
shall be in addition to any and all other rights and remedies 
that may exist at law or in equity. 

“ FRAUDULENT INTERSTATE TRANSACTIONS 

“Sec. 17. (a) It shall be unlawful for any person in the 
sale of any securities by the use of any means or instru- 
ments of transportation or communication in interstate com- 
merce or by the use of the mails, directly or indirectly— 

“(1) to employ any device, scheme, or artifice to defraud, or 

“(2) to obtain money or property by means of any untrue 
statement of a material fact or any omission to state a ma- 
terial fact necessary in order to make the statements made, 
in the light of the circumstances under which they were 
made, not misleading, or 

(3) to engage in any transaction, practice, or course of 
business which operates or would operate as a fraud or deceit 
upon the purchaser. 

“(b) It shall be unlawful for any person, by the use of any 
means or instruments of transportation or communication 
in interstate commerce or by the use of the mails, to publish, 
give publicity to, or circulate any notice, circular, advertise- 
ment, newspaper, article, letter, investment service, or com- 
munication which, though not purporting to offer a security 
for sale, describes such security for a consideration received 
or to be received, directly or indirectly, from an issuer, 
underwriter, or dealer, without fully disclosing the receipt, 
whether past or prospective, of such consideration and the 
amount thereof. 

“(c) The exemptions provided in section 3 shall not apply 
to the provisions of this section. 

“ STATE CONTROL OF SECURITIES 

“Sec. 18. Nothing in this title shall affect the jurisdiction 
of the securities commission (or any agency or office per- 
forming like functions) of any State or Territory of the 
United States, or the District of Columbia, over any security 
or any person. 

“SPECIAL POWERS OF COMMISSION 

“Src. 19. (a) The Commission shall have authority from 

time to time to make, amend, and rescind such rules and 
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regulations as may be necessary to carry out the provisions 
of this title, including rules and regulations governing regis- 
tration statements and prospectuses for various classes of 
securities and issuers, and defining accounting and trade terms 
used in this title. Among other things, the Commission ‘shall 
have authority, for the purposes of this title, to prescribe the 
form or forms in which required information shall be set 
forth, the items or details to be shown in the balance sheet 
and earning statement, and the methods to be followed in 
the preparation of accounts, in the appraisal or valuation of 
assets and liabilities, in the determination of depreciation 
and depletion, in the differentiation of recurring and non- 
recurring income, in the differentiation of investment and 
operating income, and in the preparation, where the Com- 
mission deems it necessary or desirable, of consolidated bal- 
ance sheets or income accounts of any person directly or 
indirectly controlling or controlled by the issuer, or any per- 
son under direct or indirect common control with the issuer; 
but insofar as they relate to any common carrier subject to 
the provisions of section 20 of the Interstate Commerce Act, 
as amended, the rules and regulations of the Commission 
with respect to accounts shall not be inconsistent with the 
requirements imposed by the Interstate Commerce Commis- 
sion under authority of such section 20. The rules and regu- 
lations of the Commission shall be effective upon publication 
in the manner which the Commission shall prescribe, 

“(b) For the purpose of all investigations which, in the 
opinion of the Commission, are necessary and proper for the 
enforcement of this title, any member of the Commission or 
any officer or officers designated by it are empowered to ad- 
minister oaths and affirmations, subpena witnesses, take evi- 
dence, and require the production of any books, papers, or 
other documents which the Commission deems relevant or 
material to the inquiry. Such attendance of witnesses and 
the production of such documentary evidence may be re- 
quired from any place in the United States or any Territory 
at any designated place of hearing. 


“INJUNCTIONS AND PROSECUTION OF OFFENSES 


“Sec. 20. (a) Whenever it shall appear to the Commis- 
sion, either upon complaint or otherwise, that the provisions 
of this title, or of any rule or regulation prescribed under 
authority thereof, have been or are about to be violated, it 
may, in its discretion, either require or permit such person 
to file with it a statement in writing, under oath, or other- 
wise, as to all the facts and circumstances concerning the 
subject matter which it believes to be in the public interest 
to investigate, and may investigate such facts. 

“(b) Whenever it shall appear to the Commission that any 
person is engaged or about to engage in any acts or practices 
which constitute or will constitute a violation of the provi- 
sions of this title, or of any rule or regulation prescribed 
under authority thereof, it may in its discretion, bring an 
action in any district court of the United States, United 
States court of any Territory, or the Supreme Court of the 
District of Columbia to enjoin such acts or practices, and 
upon a proper showing a permanent or temporary injunc- 
tion or restraining order shall be granted without bond. 
The Commission may transmit such evidence as may be 
available concerning such acts or practices to the Attorney 
General who may, in his discretion, institute the necessary 
criminal proceedings under this title. Any such criminal 
proceeding may be brought either in the district wherein 
the transmittal of the prospectus or security complained of 
begins, or in the district wherein such prospectus or security 
is received. 

„(e) Upon application of the Commission the district 
courts of the United States, the United States courts of any 
Territory, and the Supreme Court of the District of Colum- 
bia, shall also have jurisdiction to issue writs of mandamus 
commanding any person to comply with the provisions of 
this title or any order of the Commission made in pur- 
suance thereof. 

“HEARINGS BY COMMISSION 

“Sec. 21. All hearings shall be public and may be held 

before the Commission or an officer or officers of the Com- 
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mission designated by it, and appropriate records thereof 
shall be kept. 
“ JURISDICTION OF OFFENSES AND SUITS 

“Sec. 22. (a) The district courts of the United States, the 
United States courts of any Territory, and the Supreme 
Court of the District of Columbia shall have jurisdiction of 
offenses and violations under this title and under the rules 
and regulations promulgated by the Commission in respect 
thereto, and, concurrent with State and Territorial courts, 
of all suits in equity and actions at law brought to enforce 
any liability or duty created by this title. Any such suit or 
action may be brought in the district wherein the defendant 
is found or is an inhabitant or transacts business, or in the 
district where the sale took place, if the defendant partici- 
pated therein, and process in such cases may be served in 
any other district of which the defendant is an inhabitant 
or wherever the defendant may be found. Judgments 
and decrees so rendered shall be subject to review as pro- 
vided in sections 128 and 240 of the Judicial Code, as 
amended (U.S.C., title 28, secs. 225 and 347). No case 
arising under this title and brought in any State court of 
competent jurisdiction shall be removed to any court of the 
United States. No costs shall be assessed for or against 
the Commission in any proceeding under this title brought 
by or against it in the Supreme Court or such other courts. 

„(b) In case of contumacy or refusal to obey a subpena 
issued to any person, any of the said United States courts, 
within the jurisdiction of which said person guilty of con- 
tumacy or refusal to obey is found or resides, upon applica- 
tion by the Commission may issue to such person an order 
requiring such person to appear before the Commission, or 
one of its examiners designated by it, there to produce 
documentary evidence if so ordered, or there to give evi- 
dence touching the matter in question; and any failure to 
obey such order of the court may be punished by said court 
as a contempt thereof. 

“(c) No person shall be excused from attending and testi- 
fying or from producing books, papers, contracts, agree- 
ments, and other documents before the Commission, or in 
obedience to the subpena of the Commission or any mem- 
ber thereof or any officer designated by it, or in any cause 
or proceeding instituted by the Commission, on the ground 
that the testimony or evidence, documentary or otherwise, 
required of him, may tend to incriminate him or subject 
him to a penalty or forfeiture; but no individual shall be 
prosecuted or subjected to any penalty or forfeiture for 
or on account of any transaction, matter, or thing concern- 
ing which he is compelled, after having claimed his privilege 
against self-incrimination, to testify or produce evidence, 
documentary or otherwise, except that such individual so 
testifying shall not be exempt from prosecution and punish- 
ment for perjury committed in so testifying. 

“UNLAWFUL REPRESENTATIONS 


“Sec. 23. Neither the fact that the registration state- 
ment for a security has been filed or is in effect nor the 
fact that a stop order is not in effect with respect thereto 
shall be deemed a finding by the Commission that the 
registration statement is true and accurate on its face or 
that if does not contain an untrue statement of fact or omit 
to state a material fact, or be held to mean that the Com- 
mission has in any way passed upon the merits of, or given 
approval to, such security. It shall be unlawful to make, or 
cause to be made, to any prospective purchaser any repre- 
sentation contrary to the foregoing provisions of this 
section. 

“ PENALTIES 

“Sec. 24. Any person who willfully violates any of the 
provisions of this title, or the rules and regulations promul- 
gated by the Commission under authority thereof, or any 
person who willfully, in a registration statement filed under 
this title, makes any untrue statement of a material fact 
or omits to state any material fact required to be stated 
therein or necessary to make the statements therein not 
misleading, shall upon conviction be fined not more than 
$5,000 or imprisoned not more than 5 years, or both. 


“JURISDICTION OF OTHER GOVERNMENT AGENCIES OVER SECURITIES 


“Sec. 25. Nothing in this title shall relieve any person 
from submitting to the respective supervisory units of the 
Government of the United States information, reports, or 
other documents that are now or may hereafter be required 
by any provision of law. 


“ SEPARABILITY OF PROVISIONS 


“Sec. 26. If any provision of this act, or the application 
of such provision to any person or circumstance, shall be 
held invalid, the remainder of this act, or the application 
of such provision to persons or circumstances other than 
those as to which it is held invalid, shall not be affected 
thereby. 

“ScHEDULE A 

“(1) The name under which the issuer is doing or intends 
to do business; 

“(2) the name of the State or other sovereign power under 
which the issuer is organized; 

“(3) the location of the issuer’s principal business office, 
and if the issuer is a foreign or Territorial person, the name 
and address of its agent in the United States authorized to 
receive notice; 

“(4) the names and addresses of the directors or persons 
performing similar functions, and the chief executive, finan- 
cial, and accounting officers, chosen or to be chosen if the 
issuer be a corporation, association, trust, or other entity; 
of all partners, if the issuer be a partnership; and of the 
issuer, if the issuer be an individual; and of the promoters 
in the case of a business to be formed, or formed within 2 
years prior to the filing of the registration statement; 

“(5) the names and addresses of the underwriters; 

66) the names and addresses of all persons, if any, own- 
ing of record or beneficially, if known, more than 10 percent 
of any class of stock of the issuer, or more than 10 percent 
in the aggregate of the outstanding stock of the issuer as of 
a date within 20 days prior to the filing of the registration 
statement; 

“(7) the amount of securities of the issuer held by any 
person specified in paragraphs (4), (5), and (6) of this 
schedule, as of a date within 20 days prior to the filing of 
the registration statement, and, if possible, as of 1 year prior 
thereto, and the amount of the securities, for which the 
registration statement is filed, to which such persons have 
indicated their intention to subscribe; 

“(8) the general character of the business actually trans- 
acted or to be transacted by the issuer; 

“(9) a statement of the capitalization of the issuer, in- 
cluding the authorized and outstanding amounts of its capi- 
tal stock and the proportion thereof paid up, the number 
and classes of shares in which such capital stock is divided, 
par value thereof, or if it has no par value, the stated or 
assigned value thereof, a description of the respective voting 
rights, preferences, conversion and exchange rights, rights 
to dividends, profits, or capital of each class, with respect to 
each other class, including the retirement and liquidation 
rights or values thereof; 

“(10) a statement of the securities, if any, covered by 
options outstanding or to be created in connection with the 
security to be offered, together with the names and addresses 
of all persons, if any, to be allotted more than 10 percent in 
the aggregate of such options; 

“(11) the amount of capital stock of each class issued or 
included in the shares of stock to be offered; 

“(12) the amount of the funded debt outstanding and to 
be created by the security to be offered, with a brief descrip- 
tion of the date, maturity, and character of such debt, rate 
of interest, character of amortization provisions, and the 
security, if any, therefor. If substitution of any security is 
permissible, a summarized statement of the conditions under 
which such substitution is permitted. If substitution is per- 
missible without notice, a specific statement to that effect; 

(13) the specific purposes in detail and the approximate 
amounts to be devoted to such purposes, so far as determin- 
able, for which the security to be offered is to supply funds, 
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and if the funds are to be raised in part from other sources, 
the amounts thereof and the sources thereof, shall be stated; 

“(14) the remuneration, paid or estimated to be paid, by 
the issuer or its predecessor, directly or indirectly, during the 
past year and ensuing year to (a) the directors or persons 
performing similar functions, and (b) its officers and other 
persons, naming them wherever such remuneration exceeded 
$25,000 during any such year; 

“(15) the estimated net proceeds to be derived from the 
security to be offered; 

(16) the price at which it is proposed that the security 
shall be offered to the public or the method by which such 
price is computed and any variation therefrom at which any 
portion of such security is proposed to be offered to any 
persons or classes of persons, other than the underwriters, 
naming them or specifying the class. A variation in price 
may be proposed prior to the date of the public offering 
of the security, but the Commission shall immediately be 
notified of such variation; 

“(17) all commissions or discounts paid or to be paid, 
directly or indirectly, by the issuer to the underwriters in 
respect of the sale of the security to be offered. Commis- 
sions shall include all cash, securities, contracts, or anything 
else of value, paid, to be set aside, disposed of, or under- 
standings with or for the benefit of any other persons in 
which any underwriter is interested, made, in connection 
with the sale of such security. A commission paid or to be 
paid in connection with the sale of such security by a per- 
son in which the issuer has an interest or which is con- 
trolled or directed by, or under common control with, the 
issuer shall be deemed to have been paid by the issuer. 
Where any such commission is paid, the amount of such 
commission paid to each underwriter shall be stated; 

“(18) the amount or estimated amounts, itemized in rea- 
sonable detail, of expenses, other than commissions specified 
in paragraph (17) of this schedule, incurred or borne by 
or for the account of the issuer in connection with the sale 
of the security to be offered or properly chargeable thereto, 
including legal, engineering, certification, authentication, 
and other charges; 

“(19) the net proceeds derived from any security sold by 
the issuer during the 2 years preceding the filing of the 
registration statement, the price at which such security 
was offered to the public, and the names of the principal 
underwriters of such security; 

“(20) any amount paid within 2 years preceding the filing 
of the registration statement or intended to be paid to any 
promoter and the consideration for any such payment; 

“(21) the names and addresses of the vendors and the 
purchase price of any property, or good will, acquired or to 
be acquired, not in the ordinary course of business, which 
is to be defrayed in whole or in part from the proceeds of 
the security to be offered, the amount of any commission 
payable to any person in connection with such acquisition, 
and the name or names of such person or persons, together 
with any expense incurred or to be incurred in connection 
with such acquisition, including the cost of borrowing money 
to finance such acquisition; 

“(22) full particulars of the nature and extent of the in- 
terest, if any, of every director, principal executive officer, 
and of every stockholder holding more than 10 percent of 
any class of stock or more than 10 percent in the aggregate 
of the stock of the issuer, in any property acquired, not in 
the ordinary course of business of the issuer, within 2 years 
preceding the filing of the registration statement or proposed 
to be acquired at such date; 

“(23) the names and addresses of counsel who have passed 
on the legality of the issue; 

“(24) dates of and parties to, and the general effect con- 
cisely stated of every material contract made, not in the 
ordinary course of business, which contract is to be executed 
in whole or in part at or after the filing of the registration 
statement or which contract has been made not more than 
2 years before such filing. Any management contract or 
contract providing for special bonuses or profit-sharing ar- 
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rangements, and every material patent or contract for a 
material patent right, and every contract by or with a public 
utility company or an affiliate thereof, providing for the giv- 
ing or receiving of technical or financial advice or service (if 
such contract may involve a charge to any party thereto 
at a rate in excess of $2,500 per year in cash or securities 
or anything else of value), shall be deemed a material 
contract; 

(25) a balance sheet as of a date not more than 90 days 
prior to the date of the filing of the registration statement 
showing all of the assets of the issuer, the nature and cost 
thereof, whenever determinable, in such detail and in such 
form as the Commission shall prescribe (with intangible 
items segregated), including any loan in excess of $20,000 
to any officer, director, stockholder or person directly or 
indirectly controlling or controlled by the issuer, or person 
under direct or indirect common control with the issuer. 
All the liabilities of the issuer in such detail and such form 
as the Commission shall prescribe, including surplus of the 
issuer showing how and from what sources such surplus was 
created, all as of a date not more than 90 days prior to the 
filing of the registration statement. If such statement be 
not certified by an independent public or certified account- 
ant, in addition to the balance sheet required to be sub- 
mitted under this schedule, a similar detailed balance sheet 
of the assets and liabilities of the issuer, certified by an 
independent public or certified accountant, of a date not 
more than 1 year prior to the filing of the registration state- 
ment, shall be submitted; 

(26) a profit-and-loss statement of the issuer showing 
earnings and income, the nature and source thereof, and 
the expenses and fixed charges in such detail and such form 
as the Commission shall prescribe for the latest fiscal year 
for which such statement is available and for the 2 pre- 
ceding fiscal years, year by year, or, if such issuer has been 
in actual business for less than 3 years, then for such time 
as the issuer has been in actual business, year by year. If 
the date of the filing of the registration statement is more 
than 6 months after the close of the last fiscal year, a state- 
ment from such closing date to the latest practicable date. 
Such statement shall show what the practice of the issuer 
has been during the 3 years or lesser period as to the char- 
acter of the charges, dividends or other distributions made 
against its various surplus accounts, and as to depreciation, 
depletion, and maintenance charges, in such detail and form 
as the Commission shall prescribe, and if stock dividends or 
avails from the sale of rights have been credited to income, 
they shall be shown separately with a statement of the basis 
upon which the credit is computed. Such statement shall 
also differentiate between any recurring and nonrecurring 
income and between any investment and operating income. 
Such statement shall be certified by an independent public 
or certified accountant; 

“(27) if the proceeds, or any part of the proceeds, of the 
security to be issued is to be applied directly or indirectly to 
the purchase of any business, a profit-and-loss statement of 
such business, certified by an independent public or certified 
accountant, meeting the requirements of paragraph (26) of 
this schedule, for the 3 preceding fiscal years, together with 
a balance sheet, similarly certified, of such business, meet- 
ing the requirements of paragraph (25) of this schedule of 
a date not more than 90 days prior to the filing of the reg- 
istration statement or at the date such business was acquired 
by the issuer if the business was acquired by the issuer more 
than 90 days prior to the filing of the registration statement; 

“(28) a copy of any agreement or agreements (or, if iden- 
tic agreements are used, the forms thereof) made with any 
underwriter, including all contracts and agreements referred 
to in paragraph (17) of this schedule; 

“(29) a copy of the opinion or opinions of counsel in re- 
spect to the legality of the issue, with a translation of such 
opinion, when necessary, into the English language; 

“(30) a copy of all material contracts referred to in para- 
graph (24) of this schedule, but no disclosure shall be re- 
quired of any portion of any such contract if the Commis- 
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sion determines that disclosure of such portion would impair 
the value of the contract and would not be necessary for 
the protection of investors; 

(31) unless previously filed and registered under the pro- 
visions of this title, and brought up to date, (a) a copy of 
its articles of incorporation, with all amendments thereof 
and of its existing bylaws or instruments corresponding 
thereto, whatever the name, if the issuer be a corporation; 
(b) copy of all instruments by which the trust is created or 
declared, if the issuer is a trust; (c) a copy of its articles of 
partnership or association and all other papers pertaining 
to its organization, if the issuer is a partnership, unincor- 
porated association, joint-stock company, or any other form 
of organization; and 

“(32) a copy of the underlying agreements or indentures 
affecting any stock, bonds, or debentures offered or to be 
offered. 

“ In case of certificates of deposit, voting trust certificates, 
collateral trust certificates, certificates of interest or shares 
in unincorporated investment trusts, equipment trust cer- 
tificates, interim or other receipts for certificates, and like 
securities, the Commission shall establish rules and regula- 
tions requiring the submission of information of a like char- 
acter applicable to such cases, together with such other in- 
formation as it may deem appropriate and necessary regard- 
ing the character, financial or otherwise, of the actual issuer 
of the securities and/or the person performing the acts and 
assuming the duties of depositor or manager. 

“ SCHEDULE B 

“(1) Name of borrowing government or subdivision 
thereof; 

“(2) specific purposes in detail and the approximate 
amounts to be devoted to such purposes, so far as deter- 
minable, for which the security to be offered is to supply 
funds, and if the funds are to be raised in part from other 
sources, the amounts thereof and the sources thereof, shall 
be stated; 

“(3) the amount of the funded debt and the estimated 
amount of the floating debt outstanding and to be created 
by the security to be offered, excluding intergovernmental 
debt, and a brief description of the date, maturity, charac- 
ter of such debt, rate of interest, character of amortization 
provisions, and the security, if any, therefor. If substitu- 
tion of any security is permissible, a statement of the condi- 
tions under which such substitution is permitted. If sub- 
stitution is permissible without notice, a specific statement 
to that effect; 

“(4) whether or not the issuer or its predecessor has, 
within a period of 20 years prior to the filing of the regis- 
tration statement, defaulted on the principal or interest of 
any external security, excluding intergovernmental debt, and, 
if so, the date, amount, and circumstances of such default, 
and the terms of the succeeding arrangement, if any; 

“(5) the receipts, classified by source, and the expendi- 
tures, classified by purpose, in such detail and form as the 
Commission shall prescribe for the latest fiscal year for 
which such information is available and the 2 proceding 
fiscal years, year by year; 

“(6) the names and addresses of the underwriters; 

“(7) the name and address of its authorized agent, if any, 
in the United States; 

“(8) the estimated net proceeds to be derived from the 
sale in the United States of the security to be offered; 

“(9) the price at which it is proposed that the security 
shall be offered in the United States to the public or the 
method by which such price is computed. A variation in 
price may be proposed prior to the date of the public offering 
of the security, but the Commission shall immediately be 
notified of such variation; 

“(10) all commissions paid or to be paid, directly or in- 
directly, by the issuer to the underwriters in respect of the 
sale of the security to be offered. Commissions shall include 
all cash, securities, contracts, or anything else of value, paid, 
to be set aside, disposed of, or understandings with or for 
the benefit of any other persons in which the underwriter 
is interested, made, in connection with the sale of such 


security. Where any such commission is paid, the amount 
of such commission paid to each underwriter shall be stated; 

“(11) the amount or estimated amounts, itemized in 
reasonable detail, of expenses, other than the commissions 
specified in paragraph (10) of this schedule, incurred or 
borne by or for the account of the issuer in connection with 
the sale of the security to be offered or properly chargeable 
thereto, including legal, engineering, certification, and other 
charges; 

“(12) the names and addresses of counsel who have 
passed upon the legality of the issue; 

“(13) a copy of any agreement or agreements made with 
any underwriter governing the sale of the security within 
the United States; and 

(14) an agreement of the issuer to furnish a copy of the 
opinion or opinions of counsel in respect to the legality of 
the issue, with a translation, where necessary, into the Eng- 
lish language. Such opinion shall set out in full all laws, 
decrees, ordinances, or other acts of government under 
which the issue of such security has been authorized. 

„ Trrrx II = 

“Section 201. For the purpose of protecting, conserving, 
and advancing the interests of the holders of foreign securi- 
ties in default, there is hereby created a body corporate with 
the name ‘ Corporation of Foreign Security Holders’ (herein 
called the Corporation’). The principal office of the Cor- 
poration shall be located in the District of Columbia, but 
there may be established agencies or branch offices in any 
city or cities of the United States under rules and regulations 
prescribed by the board of directors. 

“Sec. 202. The control and management of the Corpora- 
tion shall be vested in a board of 6 directors, who shall be 
appointed and hold office in the following manner: As soon 
as practicable after the date this act takes effect the Federal 
Trade Commission (hereinafter in this title called ‘ Commis- 
sion’) shall appoint six directors, and shall designate a 
chairman and a vice chairman from among their number, 
After the directors designated as chairman and vice chair- 
man cease to be directors, their successors as chairman and 
vice chairman shall be elected by the board of directors itself, 
Of the directors first appointed, 2 shall continue in office for 
a term of 2 years, 2 for a term of 4 years, and 2 for a term 
of 6 years, from the date this act takes effect, the term of 
each to be designated by the Commission at the time of ap- 
pointment. Their successors shall be appointed by the Com- 
mission, each for a term of 6 years from the date of the 
expiration of the term for which his predecessor was ap- 
pointed, except that any person appointed to fill a vacancy 
occurring prior to the expiration of the term for which his 
predecessor was appointed shall be appointed only for the 
unexpired term of such predecessor. No person shall be 
eligible to serve as a director who within the 5 years preced- 
ing has had any interest, direct or indirect, in any corpora- 
tion, company, partnership, bank, or association which has 
sold, or offered for sale, any foreign securities. The office of 
a director shall be vacated if the board of directors shall at a 
meeting specially convened for that purpose by resolution 
passed by a majority of at least two thirds of the board of 
directors, remove such member from office, provided that the 
member whom it is proposed to remove shall have 7 days’ 
notice sent to him of such meeting and that he may be heard. 

“Src. 203. The Corporation shall have power to adopt, 
alter, and use a corporate seal; to make contracts; to lease 
such real estate as may be necessary for the transaction of 
its business; to sue and be sued, to complain and to defend, 
in any court of competent jurisdiction, State or Federal; to 
require from trustees, financial agents, or dealers in foreign 
securities information relative to the original or present 
holders of foreign securities and such other information as 
may be required and to issue subpenas therefor; to take over 
the functions of any fiscal and paying agents of any foreign 
securities in default; to borrow money for the purposes of 
this title, and to pledge as collateral for such loans any 
securities deposited with the Corporation pursuant to this 
title; by and with the consent and approval of the Commis- 
sion to select, employ, and fix the compensation of officers, 
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directors, members of committees, employees, attorneys, and 
agents of the Corporation, without regard to the provisions 
of other laws applicable to the employment and compensa- 
tion of officers or employees of the United States; to define 
their authority and duties, require bonds of them and fix the 
penalties thereof, and to dismiss at pleasure such officers, 
employees, attorneys, and agents; and to prescribe, amend, 
and repeal, by its board of directors, bylaws, rules, and 
regulations governing the manner in which its general 
business may be conducted and the powers granted to it 
by law may be exercised and enjoyed, together with pro- 
visions for such committees and the functions thereof as 
the board of directors may deem necessary for facilitating 
its business under this title. The board of directors of the 
Corporation shall determine and prescribe the manner in 
which its obligations shall be incurred and its expenses 
allowed and paid. 

“Sec. 204. The board of directors may 

“(1) Convene meetings of holders of foreign securities. 

“(2) Invite the deposit and undertake the custody of 
foreign securities which have defaulted in the payment 
either of principal or interest, and issue receipts or cer- 
tificates in the place of securities so deposited. 

“(3) Appoint committees from the directors of the Cor- 
poration and/or all other persons to represent holders of any 
class or classes of foreign securities which have defaulted 
in the payment either of principal or interest and determine 
and regulate the functions of such committees. The chair- 
man and vice chairman of the board of directors shall be 
ex-officio chairman and vice chairman of each committee. 

“(4) Negotiate and carry out, or assist in negotiating and 
carrying out, arrangements for the resumption of payments 
due or in arrears in respect of any foreign securities in de- 
fault or for rearranging the terms on which such securities 
may in future be held or for converting and exchanging the 
same for new securities or for any other object in relation 
thereto; and under this paragraph any plan or agreement 
made with respect to such securities shall be binding upon 
depositors, providing that the consent of holders resident in 
the United States of 60 per cent of the securities deposited 
with the Corporation shall be obtained. 

“(5) Undertake, superintend, or take part in the collec- 
tion and application of funds derived from foreign securi- 
ties which come into the possession of or under the control 
or management of the Corporation. 

66) Collect, preserve, publish, circulate, and render 
available in readily accessible form, when deemed essential 
or necessary, documents, statistics, reports, and information 
of all kinds in respect of foreign securities, including par- 
ticularly records of foreign external securities in default and 
records of the progress made toward the payment of past- 
due obligations. 

7) Take such steps as it may deem expedient with the 
view of securing the adoption of clear and simple forms of 
foreign securities and just and sound principles in the con- 
ditions and terms thereof. 

“(8) Generally, act in the name and on behalf of the 
holders of foreign securities the care or representation of 
whose interests may be entrusted to the Corporation; con- 
serve and protect the rights and interests of holders of for- 
eign securities issued, sold, or owned in the United States; 
adopt measures for the protection, vindication, and pres- 
ervation or reservation of the rights and interests of holders 
of foreign securities either on any default in or on breach 
or contemplated breach of the conditions on which such 
foreign securities may have been issued, or otherwise; obtain 
for such holders such legal and other assistance and advice 
as the board of directors may deem expedient; and do all 
such other things as are incident or conducive to the attain- 
ment of the above objects. 

“Sec. 205. The board of directors shall cause accounts to 
be kept of all matters relating to or connected with the 
transactions and business of the Corporation, and cause a 
general account and balance sheet of the Corporation to be 
made out in each year, and cause all accounts to be audited 
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by one or more auditors who shall examine the same and 
report thereon to the board of directors. 

“Sec. 206. The Corporation shall make, print, and make 
public an annual report of its operations during each year, 
send a copy thereof, together with a copy of the account and 
balance sheet and auditor’s report, to the Commission and 
to both Houses of Congress, and provide one copy of such 
report but not more than one on the application of any 
person and on receipt of a sum not exceeding $1: Provided, 
That the board of directors in its discretion may distribute 
copies gratuitously. 

“Sec. 207. The Corporation may in its discretion levy 
charges, assessed on a pro-rata basis, on the holders of 
foreign securities deposited with it: Provided, That any 
charge levied at the time of depositing securities with the 
Corporation shall not exceed one fifth of 1 percent of the 
face value of such securities: Provided further, That any 
additional charges shall bear a close relationship to the cost 
of operations and negotiations including those enumerated 
in sections 203 and 204 and shall not exceed 1 percent of 
the face value of such securities. 

“Sec. 208. The Corporation may receive subscriptions 
from any person, foundation with a public purpose, or 
agency of the United States Government, and such subscrip- 
tions may, in the discretion of the board of directors, be 
treated as loans repayable when and as the board of direc- 
tors shall determine. 

“Sec. 209. The Reconstruction Finance Corporation is 
hereby authorized to loan out of its funds not to exceed 
$75,000 for the use of the Corporation. 

“Sec. 210. Notwithstanding the foregoing provisions of 
this title, it shall be unlawful for, and nothing in this title 
shall be taken or construed as permitting or authorizing, 
the Corporation in this title created, or any committee of 
said Corporation, or any person or persons acting for or 
representing or purporting to represent it— 

“(a) to claim or assert or pretend to be acting for or 
to represent the Department of State or the United States 
Government; 

“(b) to make any statements or representations of any 
kind to any foreign government or its officials or the offi- 
cials of any political subdivision of any foreign government 
that said Corporation or any committee thereof or any indi- 
vidual or individuals connected therewith were speaking or 
acting for the said Department of State or the United 
States Government; or 

„e) to do any act directly or indirectly which would in- 
terfere with or obstruct or hinder or which might be cal- 
culated to obstruct, hinder, or interfere with the policy or 
policies of the said Department of State or the Government 
of the United States or any pending or contemplated diplo- 
matic negotiations, arrangements, business, or exchanges 
between the Government of the United States or said De- 
partment of State and any foreign government or any 
political subdivision thereof. 

“Sec. 211. This title shall not take effect until the Presi- 
dent finds that its taking effect is in the public interest 
and by proclamation so declares. 

“Sec. 212. This title may be cited as the Corporation of 
Foreign Bondholers Act, 1933 ’.” 

And the Senate agree to the same. 

Sam RAYBURN, 
GEO. HUDDLESTON, 
CLARENCE LEA, 
JAMES S. PARKER, 
CARL E. MAPES, 
Managers on the part of the House. 
DUNCAN U. FLETCHER, 
CARTER GLASS, 
ROBERT F. WAGNER, 
Managers on the part of the Senate. 


STATEMENT 
The managers on the part of the House at the conference 
on the disagreeing votes of the two Houses on the bill (H.R. 
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5480) to provide full and fair disclosure of the character of 
securities sold in interstate and foreign commerce and 
through the mails, and to prevent frauds in the sale thereof, 
and for other purposes, submit the following statement in 
explanation of the effect of the action agreed upon by the 
conferees and recommended in the accompanying conference 
report: 

The Senate amendment struck out all of the House bill 
after the enacting clause. The House recedes from its dis- 
agreement to the amendment of the Senate, with an amend- 
ment which is a substitute for both the House bill and the 
Senate amendment. The differences between the House bill 
and the substitute agreed upon by the conferees are noted in 
the following discussion, except for incidental changes made 
necessary to harmonize various provisions affected by the 
agreements reached, and minor and clarifying changes to 
make clear and effective the administrative procedure pro- 
vided for and to remove uncertainties. 

The House bill did not apply to traffic in securities wholly 
within the District of Columbia, but the Senate amendment 
did. This feature was omitted from the House bill upon the 
basis of a misunderstanding, and is incorporated in the sub- 
stitute. 

The House bill (sec. 2 (11)) and the Senate amendment 
contained differences as to the definition of the term 
“underwriter” as used in the act. The substitute amends 
the definition of underwriter contained in the House bill so 
as to make clear that a person merely furnishing an under- 
writer money to enable him to enter into an underwriting 
agreement is not an underwriter. Persons, however, who 
participate in any underwriting transaction or who have a 
direct or indirect participation in such a transaction are 
deemed to be underwriters. The test is one of participation 
in the underwriting undertaking rather than that of a mere 
interest in it. 

The House bill (sec. 3 (a) (5)) exempted the securities of 
building and loan associations and other similar institutions 
when their business was substantially confined to their 
members. The Senate amendment limited this exemption 
by further requiring that these associations must not charge 
withdrawal or other fees in excess of 2 percent of the 
face value of the security. This provision in the Senate 
amendment was accepted with the change of extending the 
exemption only to institutions that did not charge in excess 
of 3 percent of the face value of the security by way of 
a withdrawal fee or otherwise. 

The Senate amendment also exempted the securities of 
farmers’ cooperatives. This exemption is incorporated in 
the substitute. 

The Senate amendment provided for an exemption in the 
case of annuity contracts. The House bill contained no 
such exemption. The substitute, however, only exempts 
such contracts when issued by a corporation subject to the 
supervision of the appropriate State or Territorial govern- 
mental agency. 

The Senate agreed to the House exemption (sec. 4 (3)) 
of the issuance of securities to the existing security holders 
or other existing creditors of a corporation in the process 
of a bona fide reorganization of such corporation under the 
supervision of any court. It is clear that under section 3 
(a) (1) protective committees even though not under the 
supervision of a court will not be covered by the act if they 
have in good faith commenced to solicit deposits of claims 
or securities within 60 days after the enactment of the 
act although deposits continue to be solicited after such 
60 days. 

The House provision (sec. 4 (3)) exempting stock divi- 
dends and the sale of stock to stockholders is omitted from 
the substitute, since stock dividends are exempt without ex- 
press provision, as they do not constitute a sale, not being 
given for value. Sales of stock to stockholders become sub- 
ject to the act unless the stockholders are so small in num- 
ber that the sale to them does not constitute a public offer- 
ing. The Senate agreed that the mere exchange with its 
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security holders of one form of security for another by an 
issuer where no commission or other remuneration is paid, 
shall be exempt. This exemption is considered necessary to 
permit certain voluntary readjustment of obligations. In- 
asmuch as any exchange that involves the payment of a 
commission of any sort is not exempt, there is no danger 
of the provision being used for purposes of evasion. 

The House provision (sec, 4 (4)) exempting subscrip- 
tions for shares prior to incorporation where no expense is 
incurred or commission paid, is omitted from the substitute. 
This exemption is unnecessary in view of section 4 (1), 
which exempts transactions by any person other than an 
issuer, underwriter, or dealer. 

The House bill (sec. 6 (b)) provided that the minimum fee 
for registration should be $50. The Senate amendment made 
the minimum fee $25. The provisions of the Senate amend- 
ment on this point are contained in the substitute. 

The House bill (sec. 8) provided that a registration state- 
ment had to be on file with the Commission for 30 days 
before it became effective. Under the Senate amendment the 
registration statement became effective upon filing, but the 
grounds for revocation after filing were considerably broader 
than those for a stop order under the House bill. In the 
substitute the registration statement becomes effective only 
20 days after filing. This time is sufficient for public scru- 
tiny, while the Commission is expected during this period to 
make only a preliminary check-up. The stop-order provi- 
sions are retained as in the original House measure. Where 
the security is that of a foreign public authority which has 
continued the full service of its obligations in the United 
States and the proceeds of which are to be devoted to the 
refunding of obligations payable in the United States, the 
registration statement becomes effective 7 days after the 
filing of such statement. 

The House bill (sec. 9) provided that any review from an 
order of the Commission should be taken only in the Court 
of Appeals of the District of Columbia. The Senate amend- 
ment permitted these appeals from the Commission’s orders 
to be taken to the appropriate circuit courts of appeal. The 
substitute embodies this provision. It also, in accordance 
with phraseology contained in the Senate amendment, makes 
clear that review over the orders of the Federal Trade Com- 
mission shall extend only to questions of law. 

A point of difference between the House bill and the Sen- 
ate amendment concerned the civil liability of persons re- 
sponsible for the flotation of an issue. The Senate 
amendment imposed upon the issuer, its directors, its chief 
executive and financial officers, a liability which might ap- 
propriately be denominated as an insurer’s liability. They 
were held liable without regard to whatever care they may 
have used for the accuracy of the statements made in the 
registration statement. The House bill, on the other hand, 
measured liability for these statements in terms of reason- 
able care, placing upon the defendants the duty, in case they 
were sued, of proving that they had used reasonable care 
to assure the accuracy of these statements, The standard 
by which reasonable care was exemplified was expressed in 
terms of a fiduciary relationship. A fiduciary under the law 
is bound to exercise diligence of a type commensurate with 
the confidence, both as to integrity and competence, that is 
placed in him. This does not, of course, necessitate that he 
shall individually perform every duty imposed upon him. 
Delegation to others of the performance of acts which it is 
unreasonable to require that the fiduciary shall personally 
perform is permissible. Especially is this true where the 
character of the acts involves professional skill or facilities 
not possessed by the fiduciary himself. In such cases reli- 
ance by the fiduciary, if his reliance is reasonable in the 
light of all the circumstances, is a full discharge of his re- 
sponsibilities. In choosing between these two standards of 
liability the Senate accepted the standards imposed by the 
House bill. 

Though the standards of the Senate amendment were 
more severe than those embodied in the House bill, the 
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classes of persons upon whom liability was imposed were 
less. The House bill imposed liability upon the under- 
writers and also upon the experts, such as accountants, 
appraisers, and engineers, who gave the authority of their 
names to statements made in the registration statement. 
The Senate accepted the provisions of the House bill with 
reference to this matter, but with the modification that, to 
protect an unauthorized use of the expert’s name, written 
consent to the use of his name, as having prepared or certi- 
fied part of the registration statement or as having pre- 
pared a report to which statements in the registration state- 
ment were attributed, should be filed at the time of the filing 
of the registration statement. The necessary changes to 
effectuate this end have been made in the substitute. 

The Senate amendment imposed liability upon persons 
making false and deceptive statements in connection with 
the distribution or sale of a security. The House bill made 
the liability depend upon the making of untrue statements 
or omissions to state material facts. This phrase has been 
clarified in the substitute to make the omission relate to the 
statements made in order that these statements shall not be 
misleading, rather than making mere omission—unless the 
act expressly requires such a fact to be stated—a ground for 
liability where no circumstances exist to make the omission 
in itself misleading. 

The House bill (sec. 12) imposes civil liability for using the 
mails or the facilities of interstate commerce to sell securities 
(including securities exempt, under section 3, from other 
provisions of the bill) by means of representations which are 
untrue or are misleading by reason of omissions of material 
facts. The substantially similar provisions of the Senate 
amendment did not apply to any of the securities exempted 
under the Senate amendment. The substitute exempts from 
the operation of this section sales of securities covered by 
section 3 (a) (2), which relates, broadly speaking, to securi- 
ties issued or guaranteed by the United States or any State, 
Territory, or the District of Columbia, or by a public instru- 
mentality, or by a Federal Reserve bank or national bank, 
or by a supervised State bank. 

The Senate amendment contained provisions referred to 
as “ dummy provisions ” which were calculated to place lia- 
bility upon a person who acted through another, irrespective 
of whether a direct agency relationship existed but depend- 
ent upon the actual control exercised by the one party over 
the other. The House bill did not contain these provisions. 
The various provisions of the Senate amendment on this 
subject have been welded into one and incorporated as a new 
section in the substitute. 

The House bill (sec. 18) contained a provision prohibit- 
ing the selling of securities in interstate commerce in any 
State, Territory, or the District of Columbia where such 
sale would have been a violation of the laws thereof relating 
to the sale of securities if it had taken place wholly therein. 
This provision is not in the Senate amendment and is 
eliminated from the substitute. 

The House bill (sec. 21) limited the venue of actions 
brought in the district courts to enforce civil liabilities 
under the act to the district in which the defendant was an 
inhabitant or had its principal place of business or in the 
district where the sale took place. The Senate amendment 
extended this provision to permit suit in the district where 
the defendant might be found or where he transacts busi- 
ness. The substitute incorporates the provision of the 
Senate bill in this respect. 

The schedules of the House bill required the disclosure of 
certain material contracts made not in the ordinary course 
of business. The Senate amendment contained no such pro- 
vision. The substitute clarifies the meaning of “ material 
contract ” as used in the House bill, and also provides against 
any disclosure of the content of any portion of a material 
contract when the Commission finds that such disclosure 
would both impair the value of the contract and would not 
be necessary for the protection of investors. Ample protec- 
tion is thereby afforded against the disclosure of secret for- 
mulae, trade secrets, or competitive advantages achieved by 
agreement. 
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Numerous differences between the House bill and the Sen- 
ate amendment resolve themselves about the powers of the 
Federal Trade Commission. In some instances the pro- 
visions of the Senate amendment on these matters are con- 
tained in the substitute, in others the provisions of the Sen- 
ate amendment have been adapted to the basic machinery 
underlying the House bill. Throughout, the aim has been to 
invest the Federal Trade Commission with full and adequate 
powers to perform the duties vested upon it under the act. 
Care has also been taken to avoid any conflict between the 
exercise of such powers by the Federal Trade Commission 
and the exercise of similar powers by any other Federal 
agency. 

Title II of the Senate amendment provides for the cre- 
ation of a “corporation of foreign security holders” for the 
protecting, serving, and advancing of the interests of the 
holders of foreign securities in default. The control and 
management of the Corporation is vested in a board of 12 
directors appointed by the Commission. The normal term 
of a director is 6 years, but the terms of the first directors 
are so arranged that a third of the board will retire every 
2 years. No person is eligible to serve as a director who 
within the 5 years preceding has had any interest in any 
corporation which has sold any foreign securities. 

The Corporation is given power, among other things, to 
make contracts; to lease such real estate as may be neces- 
sary for the transaction of its business; to sue and be sued 
in any court of competent jurisdiction; to require from 
trustees, financial agents, or dealers in foreign securities 
information relative to the original or present holders of 
foreign securities, and to issue subpenas therefor; to take 
over the functions of any fiscal and paying agents of any 
foreign securities in default; to borrow money and to pledge 
as collateral any securities deposited with the Corporation; 
with the consent of the commission to employ and fix the 
compensation of officers, directors, members of committees, 
employees, attorneys, and agents of the Corporation, with- 
out regard to the provisions of other laws applicable to the 
employment and compensation of officers and employees of 
the United States. 

The board of directors are authorized (1) to convene meet- 
ings of holders of foreign securities; (2) to invite the de- 
posit of defaulted foreign securities; (3) to appoint com- 
mittees consisting of the directors of the Corporation and/or 
of other persons to represent the holders of defaulted for- 
eign securities; (4) to negotiate and carry out arrangements 
for the resumption of payments on defaulted foreign securi- 
ties, and any plan or agreement made with respect to such 
securities shall be binding upon depositors provided the con- 
sent of 60 percent of the holders of such securities deposited 
with the Corporation is obtained; (5) to undertake or super- 
intend the collection and application of funds derived from 
foreign securities deposited with the Corporation; (6) to 
collect and publish statistics and other information regard- 
ing foreign securities; (7) to take steps to facilitate the 
adoption of clear and simple forms of foreign securities and 
just and sound principles in the conditions and terms 
thereof; and (8) generally to act in the name and on behalf 
of the holders of foreign securities the care or representa- 
tion of whose interest is entrusted to the Corporation. 

The board of directors is to keep accounts of all trans- 
actions and business of the Corporation and to publish 
an audited general account and balance sheet annually. 

The Corporation is to make an annual report of its opera- 
tions, which shall be available to any person at a nominal 
cost. 

The Corporation may levy charges on a pro-rata basis on 
the holders of foreign securities deposited with it, provided 
that any such levy at the time of the deposit shall not exceed 
one fifth of 1 percent of the face value of such security, and 
provided that any additional charge shall bear a close rela- 
tionship to the costs and should not exceed 1 percent of the 
face value of such security. 

The Corporation may receive subscriptions from any per- 
son or foundation or agency of the United States Govern- 
ment. 
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The Reconstruction Finance Corporation is authorized to 
loan out of its funds not to exceed $75,000 for the use of the 
Corporation. 

Under the bill as agreed to in conference title L of the 
Senate amendment is included, with the following amend- 
ments: 

1. The board of directors is reduced from 12 to 6. 

2. Title II is not to take effect until the President finds 
that its taking effect is in the public interest and by procla- 
mation so declares. 

3. A new section is added providing that it should be un- 
lawful for the Corporation or any committee of the cor- 
poration or any person acting for the Corporation (a) to 
claim or assert to be acting for the Department of State of 
the United States Government; (b) to make any statements 
or representations of any kind to any foreign government or 
of any political subdivision thereof that the Corporation or 
any committee or any person connected therewith was 
speaking or acting for the Department of State or the United 
States Government; or (c) to do any act, directly or indi- 
rectly, which would interfere with the policy or policies of 
the Department of State or of the Government of the United 
States. 

SaM RAYBURN, 

GEO. HUDDLESTON, 

CLARENCE LEA, 

JAMES S. PARKER, 

CARL E. Mapes, 
Managers on the part of the House. 


Mr. RAYBURN. Mr. Speaker, there are two typographi- 
cal errors. In title IT, section 202, where “12” is used, it 
should be “ 6”, and in the same section, near the end of the 
section, the words “three fourths” should be “two thirds.” 

I ask unanimous consent that the corrections may be 
made. 

The SPEAKER. Is there objection to the request of the 
gentleman from Texas? 

There was no objection. 

Mr. RAYBURN. Mr. Speaker, I move the adoption of the 
conference report. 

The conference report was agreed to. 

A motion to reconsider the vote by which the conference 
report was agreed to was laid on the table. 

REGULATION OF BANKING 

Mr. STEAGALL. Mr. Speaker, I move that the House re- 
solve itself into the Committee of the Whole House on the 
state of the Union for the further consideration of the bill 
(HR. 5661) to provide for the safer and more effective use 
of the assets of banks, to regulate interbank control, to pre- 
vent the undue diversion of funds into speculative opera- 
tions, and for other purposes. 

The motion was agreed to. 

Accordingly the House resolved itself into the Committee 
of the Whole House on the state of the Union for the further 
consideration of the bill H.R. 5661, with Mr. Cannon of Mis- 
souri in the chair. 

The Clerk read the title of the bill. 

Mr. LUCE. Mr. Chairman, I yield 15 minutes to the gen- 
tleman from Kansas [Mr. McGuern]. 

Mr. McGUGIN. Mr. Chairman, at the outset I wish to 
pay my tribute to the Honorable Henry B. STEAGALL as a 
most valuable friend of the State banks. In defiance of the 
opposition of powerful influences the gentleman from Ala- 
bama [Mr. STeacaLL] has been making a gallant struggle to 
save the State banks. 

Now we have before the Congress two banking bills, the 
Glass bill in the Senate and the Steagall bill in the House. 
They both provide for an insurance or guaranty of bank de- 
posits. The Glass bill is intolerable and impossible as far 
as the State banks are concerned. The Steagall bill in the 
House is far preferable to the Glass bill in the Senate. The 
Glass bill provides for the insurance of deposits in banks 
which are members of the Federal Reserve System. No 
other bank can participate in the fund under this bill. The 
only way a State bank can participate in the fund under the 
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Glass bill would be for it to come into the Federal Reserve. 
Thousands of them cannot do that now. They cannot meet 
the qualifications, yet in many instances they are equally as 
solvent as thousands of national banks which are now in the 
Federal Reserve, but which could not get in it if they were 
out of it now and were required to meet the entrance quali- 
fications. 

If the Glass bill were enacted into law and the deposits of 
banks which are members of the Federal Reserve were in- 
sured, it would mean the instant insolvency of the over- 
whelming majority of the State banks which could not par- 
ticipate in the fund. People would immediately withdraw 
their deposits from the State banks and carry them across 
the street to the insured national banks. That would mean 
immediate liquidation of the State banks, which in turn 
would cause intolerable loss to the depositors in State banks. 
It would mean forced liquidation of billions of dollars now 
due to the State banks, which in turn would mean the im- 
mediate bankruptcy of millions of debtors to the State banks. 
It would cause chaos and pandemonium in American banking 
and credit such as we have not yet seen. Such a cruel con- 
traction of credit would not only drive millions of debtors 
into bankruptcy but would close down their business institu- 
tions and would thereby increase the army of the unem- 
ployed by legions, 

The Steagall bill and the bill which we are now considering 
in the House does not amply take care of the State banks. 
Considering the formidable and powerful opposition with 
which Mr. Sreacatt has been confronted, he deserves the 
commendation rather than the criticism of the State banks 
and the friends of the State banks. So what I have to say 
is in no sense a criticism of the gentleman from Alabama. 

Subsection (a), section 302, pages 53 and 54, of the Stea- 
gall bill provides that any State bank or trust company not 
a member of the Federal Reserve can come into this fund 
upon a certificate of solvency from the proper State authori- 
ties and “after examination by and approval of the cor- 
poration.” Those words “after examination by and ap- 
proval of the corporation” only temporarily postpone the 
execution date of the State banking system. This section 
further provides that the corporation in charge of this in- 
surance fund is authorized to prescribe rules and regula- 
tions for the further examination of State banks. It also 
provides that at any time the board of directors of this cor- 
poration is of the opinion that a State bank should no 
longer be permitted to remain in this fund, it has the power 
to order it out of the fund. 

These three provisions place the State banks at the mercy 
of a Federal agency. This means the inevitable end of the 
State banking system. With subsection (a), section 302, left 
in this bill intact, the entire bill must be defeated, unless we 
are willing to pay the price of ultimately doing away with 
the State banks. The only way the Steagall bill can be 
placed in condition so that it deserves enactment is for sec- 
tion 302, subsection (a), to be amended so that a State bank 
or trust company not a member of the Federal Reserve 
System can come into this fund on a certificate of solvency 
from the State banking authorities and remain in the fund 
upon providing a semiannual certificate of solvency from 
the proper State banking authorities, and further providing 
that they can remain in such fund under the same terms 
and conditions as to assessments and purchases of stock as 
is required of member banks of the Federal Reserve. 
Without such a provision, the bill should be defeated. At 
the proper time I shall offer such an amendment. I trust 
the House will accept it. On a similar bill which was before 
the House in the first session of the Seventy-second Con- 
gress the bill introduced was like this bill, in that it failed to 
take care of the State banks. The House amended it by 
inserting a provision that State banks should enter into the 
fund upon certification of solvency from the State banking 
authorities and remain in the fund upon furnishing a semi- 
annual certificate of solvency from the State banking au- 
thorities, and that such banks should pay the same dues, 
assessments, and fees that were collected from banks which 
were members of the Federal Reserve System. I may say 


3904 


that in the Seventy-second Congress, when a similar bill 
was before the House, which also provided that State banks 
should be subject to examination by this Federal board, the 
House amended the bill by providing that State banks could 
come into the fund by a certificate of solvency from the 
State authorities, and stay in it by certificate of solvency 
from State authorities. 

It makes no difference what the Federal agency may be, 
whether it is the Federal Reserve Board, the ‘national bank- 
ing department, or this board set up to operate this guaranty 
fund, any time the State banks are subjected to the domi- 
nation and regulation of such a Federal board, they may 
just as well be national banking institutions with national 
charters. Whenever the State banks are obliged to be under 
the domination of a Federal board, then we have but one 
uniform banking system in the United States, and that is the 
national banking system. 

There are those who believe it would be a good thing for 
our country if our banks were in one system, the national 
banking system. Personally I think they realize not what 
they are doing. When they advocate this program they are 
advocating something which leads directly to the end of 
individual credit. They are advocating something which 
leads to the day when credit will no longer exist for indi- 
viduals, small corporations, and small business institutions. 
There is no such thing as a uniform banking regulation 
which will serve the needs of international, Nation-wide, and 
metropolitan banking on the one hand and local banking on 
the other. There is no such thing as uniform banking 
regulations which will serve the credit needs of large and 
Nation-wide corporations on the one hand and small local 
and individual business on the other. It is no more pos- 
sible to operate international banking, Nation-wide banking, 
and metropolitan banking on the one hand and local bank- 
ing on the other, and great credit on the one hand and 
small credit on the other, under the same regulations than 
it is to operate a metropolitan department store and a coun- 
try grocery store under the same principles of business. 

This has been well illustrated during the last 10 years. 
The national banking department laid down rules and regu- 
lations that in order for paper to be eligible for acceptance 
in a national-bank examination it had to be liquidated 
every 90 days or 6 months. That rule of examination was 
all right for speculative credit. It was wrong for legiti- 
mate agricultural credit, small mining, and industrial credit, 
and local business credit. The national banking system put 
this rule into effect. In doing so it took credit away from 
agriculture and small business, commercial and industrial. 
At the same time, it correspondingly expanded speculative 
credit. This country is run on credit. Our civilization has 
been built up on credit. When under these rules of examina- 
tion credit was taken away from legitimate business, such 
as agriculture, small and independent business institutions, 
such classes of debtors and business were deflated and led to 
the natural and inevitable end of bankruptcy. When under 
these rules of examination excessive credit was given to the 
corporations which were large enough for their stocks and 
bonds to be listed on some board of trade, such institutions 
and gambling were inflated. The inflation of these institu- 
tions led to the inevitable ends of the stock-market crash 
of 1929 and the present bankruptcy of big business. 

There is no way to run this country with credit facilities 
for big business and inadequate credit facilities for small 
business. As long as small business institutions are bank- 
rupt the big ones must remain bankrupt. The big ones 
have no source of income except that which is derived from 
the individuals and small business units. 

Any time the banking system of this country is under the 
domination of one national head, be it the Federal Reserve, 
the national banking department, or this deposit-guaranty 
board, it means that there will be one uniform set of bank- 
ing regulations. Those regulations will always be prescribed 
for the benefit of international, Nation-wide, and metro- 
politan banking and for the credit needs of Nation-wide 
institutions, and to the corresponding detriment of local 
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banking and small individual and corporation credit. This 
is inevitable and inescapable. The reason is that the great 
banks and great institutions needing credit will always be 
able to get to Washington to present their side of the ques- 
tion and make rules and regulations according to their needs. 
Not only their selfishness but their complete ignorance and 
lack of understanding of the needs of local banking and 
small credit will control their activities in picking the mem- 
bers of any Federal board and prescribing such rules and 
regulations. This has been well illustrated in the case of 
the Federal Reserve Board. It is not raising class hatred— 
it is simply a statement of the simple and eternal truth— 
when one says that the Federal Reserve System and the 
national banking system have been operated in accordance 
with the needs and selfish demands of big banks and big 
credit and to the detriment of local banking and small 
credit. 

We must have two separate and distinct banking systems 
in this country, one for the needs of big banking and big 
credit and another for the needs of local banking and small 
credit. I am not adverse to; in fact, I favor big banking 
and big credit having a banking system which will meet 
their needs. I only ask that big banking and big credit ex- 
tend the same rights and privileges to local banking and 
small credit that I am willing to grant to big banking and 
big credit. Let them have the national banking system. I 
only ask that they leave to local business and small and indi- 
vidual credit the State banking system. The Glass bill will 
immediately and the Steagall bill eventually and in the near 
future destroy the State banking system and thereby destroy 
local credit and small and individual credit, 

The existence of the State banking system as a free, inde- 
pendent, and competitive system means much to the national 
banks located in towns and cities of less than 100,000 people. 
The existence of the State banking system as a competitive 
system has done much to restrain the influence of the 
metropolitan national banks and the bureaucratic national 
banking department from being still more ruthless in pre- 
scribing and laying down rules and regulations which would 
be most destructive of the welfare of national banks operat- 
ing in the smaller cities and towns. The opportunity for 
national banks to surrender their national charters and turn 
to the State banking system has been a sheet armor of pro- 
tection for national banks located in smaller cities and towns 
against still more intolerable national banking regulations 
for such banks. 

He who votes for this bill may think he is serving an ideal 
end and answering the public demand for a guaranty of bank 
deposits, which, of course, is a much-desired end, and if it 
can be accomplished without causing more social and eco- 
nomic chaos than it prevents. The facts are, irrespective of 
what one may think, he who votes for this bill is voting to 
destroy the State banking system. 

At first blush, when an individual or the public compares 
the State banking system with the national banking system, 
there is pictured in the mind of the individual or the public 
the comparison of one small country State bank and a great 
metropolitan bank. Such a deceptive comparison! Such a 
ravishment of the actual facts! Here is how far this com- 
parison misses the truth: There are 6,150 national banks in 
this country with $17,000,000,000 of deposits. There are 
10,455 State banks with $7,000,000,000 of deposits. There 
are 1,235 loan and trust companies with $9,000,000,000 of 
deposits. There are 1,096 savings banks with $11,000,000,000 
of deposits. 

This bill in its present form gives congressional and gov- 
ernmental special privilege to 6,150 banks with $17,000,000,000 
of deposits and at the same time congressional and govern- 
mental discrimination against 12,786 State banks, trust com- 
panies, and savings banks with total deposits of $27,000,- 
000,000. If this bill in its present form is enacted into law, 
6,150 banks are stabilized; 12,786 banks are cast into unwar- 
ranted chaos. Seventeen billion dollars of deposits are pro- 
tected and stabilized; $27,000,000,000 of deposits are non- 
protected and jeopardized. 

Mr. COX. Mr. Chairman, will the gentleman yield? 
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Mr. McGUGIN. Not now, but later. Our banking troubles 
are enough. Our era of wild inflation, reckless speculation, 
and discriminatory banking regulations of the 10 years fol- 
lowing the war has brought us near enough to the brink of 
social and economic breakdown. Our era of asinine govern- 
mental regulation emanating from the national banking 
department at Washington and of dishonest and incompe- 
tent banking has brought enough chaos to our economic 
structure. Let not the Congress enact this legislation, which 
will unsettle and throw into a chaotic state 12,786 banks, in 
the hope that we can save 6,150 banks. Let not this Con- 
gress by legislation jeopardize $27,000,000,000 of bank depos- 
its in the hope that it may secure $17,000,000,000 of deposits. 

My statistics pertaining to banks and deposits are the 
latest available statistics I have been able to obtain. These 
statistics, together with their source, are as of June 30. 1932. 
I have taken my statistics from the World Almanac of 1933, 
and shall ask a couple of pages to distribute some of these 
statistics among the Members. 

Mr. LUCE. Mr. Chairman, will the gentleman yield? 

Mr. McGUGIN. Yes. 

Mr. LUCE. I suggest that the gentleman take, instead, 
the figures from the recent reports from the Comptroller of 
the Treasury, which are likely to be more accurate. 

Mr. McGUGIN. My statistics are set forth in the table 
that follows: 

Statistics of banks in the United States, June 30, 1932 
[Taken from 1933 World Almanac, p. 409] 


17, 460, 913, 000 
27, 888, 677, 000 


Notz.—Deposits do not include amounts due to banks or United States deposits. 


Mr. GOLDSBOROUGH. Mr. Chairman, I yield 10 min- 
utes to the gentleman from Mississippi [Mr. BUSBY]. 

Mr. BUSBY. Mr. Chairman, we are again considering the 
much-talked-of-bank guaranty bill. A great many questions 
are being asked concerning the bill, and some of these ques- 
tions it is impossible for us to answer. In order to guarantee 
anything the thing you undertake to guarantee should be 
worthy of the guaranty. I remember when I was a small 
boy that a very thrifty and enterprising young fellow came 
back from college, and in order to raise funds for the next 
year decided that he would sell some gold watches and guar- 
antee them. The price he was to receive was $5 each. He 
sold practically all of the watches he had on hand and 
about the last one he had he was trying to sell to an old 
farmer. The farmer was a little slow in making the pur- 
chase, He said to this young man, “ You say this watch is 
solid gold, and you are selling it to me for $5?” The young 
man replied, “ Yes; it is solid gold, and I absolutely guar- 
antee it to be such.” “But”, said the farmer, “ what if I 
buy it and then it turns out to be brass?” The young man 
had gotten a little impatient by this time and replied, “In 
that case the guaranty ain’t worth a darn; if it does not 
turn, the guaranty is all right.” 

We ought to guarantee a bank set-up that is worthy of 
guaranty. I am going to support this proposition because 
later, after we pass the guaranty law, it will be up to the 
Government to see to it that we have a banking set-up that 
is worthy of the guaranty that we place upon it, regard- 
less of what it costs. It is absolutely necessary, if people 
are going to do business with the banks of this country, that 
they have some faith in being able to take their credits out 
of those banks after they have once placed them there. 


CONGRESSIONAL RECORD—HOUSE 


3905 


Most of the bank credits that we find represent borrowings 
of the diferent, peoples of the: country: in: dealing with these 
several banks. 

If I go down to a bank and borrow $4,000 on my farm, I 
usually leave the $4,000 in the bank until I have checked it 
out. That shows as a deposit in the bank, and it shows as 
a debt that I have obligated myself to pay. If the bank fails 
and leaves me with that mortgage on my farm, and I cannot 
get my deposit out of the bank, then I am left in the same 
situation that many hundreds of thousands of people find 
themselves in in this country today. 

We have in this country the most wonderful banking 
system in the world from the standpoint of liquidity or 
easy credit. That is, the banks and the borrower can make 
forms, and so forth, by loans absolutely liquid, when it comes 
to extending credit, if you and the banker agree that he will 
accept your security for the loan. But our banking system 
is the poorest one in the world from the standpoint of 
safety to the depositors. Some 10,000 banks failed within 
the last 2 or 3 years. We were reduced from 30,000 banks 
in the country to less than 20,000. Then along came the 
bank moratorium, when all banks were closed, and only a 
part of them were permitted to open. The last figures I am 
able to get show that there are 12,787 banks open, and 5,200 
of those that were closed have not been permitted to open 
or are open partially. That condition affects very largely 
the depositors of the banks in this country. It affects those 
who credited the banks, 

People talk about banks not failing in Canada, and they 
talk about them not failing in France. Let us see about the 
situation. In this country we rely on gold to redeem all 
currency. It will not do it, because there is not as much 
gold by far as there is currency. Then we rely on currency 
to redeem the bank credits in all the banks and it cannot do 
that because the currency is not more than one tenth of 
the bank credit, and not more than one half of that cur- 
rency can be obtained by the banks. So those two proposi- 
tions are a failure and prove to be such in stress times. 
We rely on banks to redeem the contracts made by people 
and to carry forward and execute those contracts with the 
medium of exchange that we commonly use known as our 
check money. The banks can do that at certain times, but 
at other times they cannot do it, and we have a recent 
example of it today. When the banks were closed they 
would not accept checks. You cannot get your deposits out 
of them now if you cannot execute your contracts, because 
you have no medium of exchange with which to do it, the 
bank credit having broken down. I am pointing out some 
of the weaknesses in our bank set-up. Our bank deposits 
cannot be guaranteed and made safe by the little amount of 
funds that you are providing in this bill. 

Six or seven billion dollars of the people’s deposits or 
credit, or whatever you term it, are now practically out of 
existence in closed banks, and $1,000,000,000, at most, pro- 
vided in this bill would not meet that situation, or one any- 
where near it in bank losses. 

The gentleman from Kansas [Mr. McGuarn] said that 
this is a move to destroy State banks. This is not the first 
moye. The Comptroller of the Currency, Mr. J. W. Pole, 
who resigned some time ago, had that thing in mind with 
the branch-banking system he advocated, but the House and 
Senate and the country would not accept his proposition. 
But the banking element in this country is not asleep. It 
is astute. It is subtle. It is in possession of the best intel- 
ligence for carrying these things forward, and if you cut it 
off at one point it will begin to work at another. The big- 
gest move that was ever put into force in this country to 
destroy State banks and to destroy all banks that the 
banking element did not want was the bank moratorium 
which closed them and which will not let them open. I do 
not say that for any critical purpose, but that is exactly 
what has happened. Many of the banks that were closed 
and are not being permitted to open were running along all 
right and never would have closed. 

Now, what is the situation? All of the banks of this coun- 
try, big and little, would have closed and remained closed 
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but for the moratorium, and the law passed by Congress 
which permits banks to go under the Comptroller of the 
Currency and drive the depositors away from their deposits. 
That is an indication that the foundation on which the 
banking system is set up is so insecure that any guarantee 
of the banking system as it is now founded cannot endure. 
There is not enough margin of safety between the man who 
trusts the bank with his deposits and the ability of the bank 
to return that trust to him. 

In other words, if I have $1 and five of you gentlemen have 
$1 each, I would say to you, “Let me have your dollar. If 
you will, I will return it to you at any time you ask for it.” 
You say, That is fine.” Some one of you say, Well, 
perhaps you will not be able to do that.” Oh, yes; I will 
let my dollar stand surety to each of you and I will give it 
back any time, but don’t all of you come the same day and 
ask for your dollar; in fact, don’t any two of you come for 
your dollar the same day. Otherwise I might not be able 
to return it.” That is a better basis of security—$1 for $5— 
than that set up by almost any bank in this country. That 
is five dollars liability to one of security, They have not got 
enough capital stock and surplus to secure the people who 
trust them with their funds, no matter how honestly or well 
the banks may be managed. That is the weakness of any 
bank guaranty law which we might enact. The bank loans 
money to the individual and becomes an investor in the prop- 
erty in the community where it operates by making loans to 
people in that community, and like the boy who sold the watch 
for $5 and “ guaranteed ” it to be solid gold, it is no sufficient 
answer for us to say that we passed a “ bank-guaranty law.” 
We did that in Mississippi. It cost the people $5,000,000 in 
bonds issued and sold after the bank guaranty law collapsed 
to pay the certificates of indebtedness that had been issued 
to people in closed banks who lost their money in those 
banks. The State had to take over the loss and pay it out 
of the taxpayers’ funds instead of paying it out of the 
guaranty fund. The guaranty fund was entirely exhausted 
with $5,000,000 deficit to be paid, and this had to be met by 
a special law laying the burden on the people generally 
through taxes to meet the bank-guaranty debt. Yet I am 
going to vote for this bill because I think the Government 
will be forced to set up a banking system that people can 
depend on after it gets behind the guaranty. [Applause.] 

The CHAIRMAN. The time of the gentleman from Mis- 
sissippi [Mr. Bussy] has expired. 

Mr. LUCE. Mr. Chairman, I yield 5 minutes to the gen- 
tleman from Michigan [Mr. DINGELL]. 

Mr. DINGELL, Mr. Chairman, guaranty of bank deposits 
is my baby in Michigan. I was credited by the famous radio 
reporter, Billy Repaid, as being the first man in either major 
party to publicly declare for a guaranty bank deposit law. 
My ideas were condemned by bankers, and even depositors 
could not see the practical need for such legislation at that 
time. We in Michigan know the situation in banking about 
as well as any other portion of the United States of America 
today. Our banks are laid low. Our people are driven to 
despair. However, I am not so sure that I could go sled 
length for a bill that might mean the guaranty of deposits 
and the existence of one third of the banks, while it meant 
the destruction and sounded the death knell of the other two 
thirds. However, I am definitely and positively committed 
to the principle of guaranty of bank deposits. 

I am actuated to a great extent in my attitude on this bill 
by the confidence I have in the chairman of the Committee 
on Banking and Currency in the House, Mr. STEAGALL. I 
have been in correspondence with him for 2 years before I 
came to the House. Moreover, I have conferred with my 
colleague from Michigan, Mr. Prentiss Brown, who is a 
member of the Banking and Currency Committee, and he 
informs me that he has analyzed this situation very thor- 
oughly and that the bill will pass muster. On the strength 
of these recommendations I am going to do what I can for 
the bill, and I shall insist that a specific declaration be in- 
cluded in the terms of this bill by which the State banks 
will be placed on par with the Federal Reserve banks, will 
receive protection, and by which the depositors’ money will 
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be made safe in all banks that comply with the necessary 
minimum regulations. 

We have heard a great deal in the past about the opposi- 
tion of bankers. That is entirely out. A gentleman on the 
floor the other day declared that some of the bankers are 
opposed to this bill. The recent tragedy in the banking 
world has made Christians out of all bankers, particularly 
so in Michigan. I had an experience recently when I was 
notified that a convention at Grand Rapids, composed of 
377 bankers, met and insisted that their Representatives in 
Congress sustain and support with all of their power a guar- 
anty of bank deposits law. Every Congressman from my 
State received a 200-word telegram to that effect. 

Mr. ROGERS of Oklahoma. Will the gentleman yield? 

Mr. DINGELL. I have only 5 minutes, I am sorry. 

I, of course, was curious to know whether this idea orig- 
inated with a few provincial small-town bankers, or whether 
the metropolitan banker became a convert to progressive 
bank legislation. I inquired whether I could have a list of 
those present. I found that among them were accredited 
representatatives of two of the largest banks in the State. 
The First National Bank, of Detroit, was represented by 
Walter F. Truettner, Donald M. Sweeney, and Thomas Long. 
The Guardian National Bank of Commerce was represented 
by Hal Smith. Both of these banks, having had depositors 
nearly 800,000 in number, and deposits of nearly $1,000,- 
000,000, are out of existence today. This goes to prove that 
even the metropolitan banxer is converted to the idea of 
the guaranty of bank deposits. It is only a question of a 
short time ago when all bankers who classed themselves as 
conservative and safe opposed the guaranty of bank de- 
posits. 

I received a letter this morning from the Michigan Bank- 
ers’ Association and signed by Mr. Kenneth M. Burns, execu- 
tive manager. I think the request he makes is very timely. 
I should like to include this letter in my remarks: 

MICHIGAN BANKERS ASSOCIATION, 
Detroit, May 19, 1933. 
Hon. Jonn D. DINGELL, 
House Office Building, Washington, D.C. 

My Dear Mr. DINGELL: The reports that an agreement has been 
reached to defer the effects of the insurance-of-deposits feature 
— new banking bill until 1934 are producing alarm in many 

8. 
3 It our belief that the public demand which has resulted in 
an acceptance by Congress of the insurance-of-deposits idea will 
not be satisfied unless its provisions are immediately effective, and 
it is therefore hoped that you will use your utmost efforts to pre- 
vent any delay in the date of its operation and that you will also 
see that it includes protection for the depositors in all sound 
banks as well as in national banks and members of the Federal 
Reserve System. 

Very respectfully yours, 

KENNETH M. Burns, Executive Manager. 

In order to give you some idea of what it covers, let me say 
that the Michigan Bankers Association is very anxious about 
the provisions in this bill. It requests that the guaranty 
features be put into effect at the earliest possible date instead 
of waiting until 1934. 

For this reason I shall strive to amend the bill to provide 
for the guaranty of all deposits up to $2,500 immediately. I 
think the larger deposits can well take care of themselves, 
there being very few large depositors that remain today. 

I believe that the myopic banker as an adviser should 
receive about as much consideration at the hands of the 
House as a braying jackass on the prairies of Missouri. 
They proved by their inability to maintain their own busi- 
ness that they have absolutely no right to advise the House 
as to what course we should follow. 

I believe in preparing the medicine and forcing it down 
the throats of the few oppositionists who remain. Reac- 
tionary bankers opposed all progressive regulatory or safety 
laws in connection with their business. 

As a matter of fact, recent developments in the field of 
American banking convinced the people that America had no 
bankers and much less a banking system. We discovered 
that what we believed to be a bank system was in fact a 
respectable racket and so many connected with it only cheap, 
petty loan sharks and Shylocks. 
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There are a few notable examples of fine banks and bank- 
ers left. We have them in Detroit, but they have suffered 
because of the loose practice and lack of knowledge on the 
part of those who failed. This element which survived the 
storm is entitled to every consideration the law will perm:t. 
They favor guaranties of bank deposits and are willing to 
cooperate and to shoulder a fair portion of the burden. 

Mr. LUCE. Mr. Chairman, I yield 5 minutes to the gentle- 
man from Connecticut [Mr. Koprremann]. 

Mr. KOPPLEMANN. Mr. Chairman, under this bill from 
and after January 1, 1934, no officer or director of any mem- 
ber bank shall be an officer, director, or manager of any cor- 
poration, partnership, or unincorporated association en- 
gaged primarily in a business of purchasing, selling, under- 
writing, or negotiating securities. 

One of the chief purposes of the bill under consideration 
is the prevention of the undue diversion of bank funds into 
speculative operations. Many provisions of this bill have 
been framed with this end in view. The member bank shall 
inform the Federal Reserve bank of the general character 
and amount of its loans with a view to discovering whether 
or not there is an undue use of bank credit for the specula- 
tive carrying on and trading in securities, real estate, or 
commodities. Again the Federal Reserve banks have a privi- 
lege of limiting the loans made to member banks if too large 
a percentage of such loans is secured by collateral in the 
form of stocks, bonds, debentures, and similar obligations 
put up by an organized stock exchange, investment house, 
or dealer in securities. In the provisions compelling the 
divorce of security affiliates, further steps are taken to pre- 
vent this diversion of banking funds into speculative opera- 
tions. 

The unholy alliance between the brokerage office and the 
bank must be broken. Up to now it has been possible for 
directors and officers of a brokerage house to be directors 
of a national or member bank. This has grave dangers. It 
violates the fundamental principle of the lawyers’ code of 
ethics—that of undivided allegiance. In banking as else- 
where, no man can serve two masters. The bank must in- 
vest its money in good securities. In order to do this it must 
be in a position to judge impartially. If the men who are 
to determine the type and character of the banks’ invest- 
ments are at the same time promoters and sellers of these 
securities, the bank will be prevented from acting with un- 
tramelled judgment. Under the present order of things the 
bank director too often acts in a dual capacity; on the one 
hand he is supposed to act in a fiduciary capacity as a trus- 
tee for the benefit of the depositors of the bank; on the 
other hand he wants to add to the commissions and under- 
writing profits of his own company. These two positions are 
irreconcilable. Human nature remains the same as in the 
days of old, for— 

Where thy money is there shall thy heart be also. 


What, my friends, is the chief reason for the lack of con- 
fidence that has been expressed in bankers and in banks? 
Is it not the popular feeling that many bankers too often 
have some secret, personal, financial gain at heart? In- 
stead of working for the interests of their depositors they 
are silently working for their own interests. No amount of 
exhortation will restore confidence in the American bank- 
ing system. People must have the assurance that directors 
of a bank have but one interest to serve—the safeguarding 
of the moneys solemnly intrusted to them by their de- 
positors. Banking must be made a profession the same as 
the law and medicine. It is unthinkable to any honest 
lawyer that he represent the two opposing sides in a liti- 
gation. The lawyer with a delicate sense of honor will never 
represent a client if the opposing litigant is being defended 
by that lawyer's partner. Yet, gentlemen, we have been 
permitting the very same situation in our banks. We are 
permitting a bank director to represent both the seller and 
the purchaser. This position is untenable and indefensible. 
This bill will put an end to this reprehensible condition. 

One of the chief causes of this depression has been the 
diversion of depositors’ moneys into the speculative markets 
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of Wall Street. Instead of keeping the money for the use 
of the legitimate needs of commerce and agriculture, money 
has been lent to gamblers to use in buying stocks on margin. 
This bill prevents this evil from again occurring. Let us 
once and for all drive the money changers out of the di- 
rectors’ rooms of our American banks. Only in this way 
will banking become an honored profession; only in this way 
will bankers become public servants charged with a sacred 
responsibility to administer the funds intrusted to them for 
the benefit of their depositors and not for the gain of them- 
selves. Only thus will we accomplish the sentiment voiced 
by Mr. Justice Cardozo in another connection in the case 
of Meinhard against Salson while chief judge of the New 
York Court of Appeals: . 


Preference of self must be subordinated to loyalty to others. 


This provision will drive the speculator from the inner 
councils of the banks. It will restore the honest banker to 
the position of dignity and prestige, to which his character 
and ability entitle him. [Applause.] 

Mr. LUCE. Mr. Chairman, I yield 5 minutes to the gen- 
tleman from North Dakota [Mr. LEMKE]. 

Mr. LEMKE. Mr. Chairman, the Steagall banking bill 
here under consideration is, like Gaul, divided into three 
parts—three sugar-coated pills—but each one is as bitter and 
deceptive as the other. The first part has for its object 
and its purpose the strengthening of the strangle hold of 
the Federal Reserve System upon the public. It has for its 
purpose the adding of tentacles to the Federal Reserve Sys- 
tem—the visible hand of the invisible empire—that has 
choked and throttled the prosperity of the people of this 
Nation. It would add these tentacles by the cunning device 
of admitting desirable State banks and trust companies into 
the Federal Reserve System and then mercilessly crushing 
the undesirable. It has for its purpose the usurpation of the 
entire banking system of this Nation in the hands and 
under the control of the Federal Reserve Board, located 
here in Washington, within a stone’s throw of the interna- 
tional bankers and Wall Street. 

I can well understand why this bill was considered in ex- 
ecutive sessions by the committee, because if my friends 
and colleagues the gentleman from Texas [Mr. Parman], 
the gentleman from Pennsylvania [Mr. McFappen], and 
others had been permitted to take part in the considera- 
tions, this bill would never have appeared on the floor of this 
House in its present form—it would have died in its making. 
A bill of this kind could never have been born in the bright 
sunlight of day. It had to be born in executive session. And 
now we are asked to vote for it without knowing its con- 
tents and without having had time to digest its far-reaching 
results. 

I have always made it a rule never to vote for anything 
I did not understand. Permit me to say to the Members 
of this House that the only safe rule is to vote “no” on any- 
thing you are not familiar with. It has been well said, 
“The devil you know is better than the devil you don’t 
know,” and I say in all frankness that that is especially 
true of this bill. Corroded and corrupted as the present 
Federal Reserve System is, this bill makes it worse. I am 
confident that not 75 Members of this House would vote 
for this bill if they had time to study it and know all its 
terms and far-reaching results. Not 75 Members of this 
House are ready to surrender to Wall Street—to the inter- 
national bankers—without a struggle. 

When an able lawyer defends a notorious criminal he 
always attempts to divert the jury’s attention from the 
criminal to the innocent wife and children; he paints a 
glowing picture of the wife and children, of their suffering, 
misery, and disgrace, if the criminal is convicted. Like- 
wise the able and distinguished Chairman of the Banking 
Committee [Mr. Sreacatt] painted to us in passionate lan- 
guage and emotion the ruin, the devastation, and the suf- 
ferings of the American people, in an attempt to divert our 
attention from the monster that was largely, if not wholly, 
responsible for that situation—the Federal Reserve Bank- 
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ing System, and then in a moment of triumph, he turned 
to us with a gesture, insinuated that here in this bill is the 
remedy—the three sugar-coated pills, bitter as gall. 

In all frankness we have been hypnotizing ourselves into 
a make-believe Paradise—like Alice in Wonderland. Let us 
face the facts and analyze this bill, and we will realize that, 
if passed, it would crush not only the remaining of our State 
banks and financial institutions, but will, through the power 
of manipulating the money of this Nation, give to the money 
changers in the temples the absolute control and domina- 
tion of all State legislation. Already the Reconstruction 
Finance Corporation is attempting to dictate to States what 
kind of laws they must pass or repeal in order to get finan- 
cial aid. Already the Federal land banks are dictating to the 
States what kind of laws they must pass or repeal in order 
that the farmers may get loans through that system. In my 
State, North Dakota, the Federal land bank has temporarily 
withdrawn because the State legislature last winter saw fit 
to pass a law prohibiting the taking of deficiency judgment 
in mortgage foreclosures. Pass this law, and you may as 
well abolish your State legislatures and take all your orders 
from the international bankers and Wall Street, via the 
Federal Reserve Board here in Washington. 

The distinguished gentleman from Alabama [Mr. STEA- 
GALL] stated Saturday that no one wanted to repeal the Fed- 
eral Reserve Act. Permit me to correct him and say that 
75 percent of the people of this Nation are ready and willing 
to repeal the Federal Reserve Banking System, if you give 
them a chance. 

The people know that it was the Federal Reserve bank 
that, during the war, increased the money in actual circu- 
lation—doubled it—and then in 1920 and 1921 contracted 
it—virtually cut it square in two. I mean the money that 
was actually in circulation at that time, not including the 
money that was then in foreign countries or that has been 
lost, burned, or destroyed since the Government began to 
make money. The people know that it was the Federal 
Reserve octopus that contracted the currency in the Nation 
as a whole, and at the same time, increased it in the large 
cities—increased it for the gamblers in stocks, bonds, and 
the necessities of life. The people know that the Federal 
Reserve octopus loaned, in an aggregate, to the gamblers 
of this Nation in 1928 some sixty billion dollars of credit 
money—bank money—hot air—to gamble with in domestic 
and foreign stocks and bonds, and that in the first 9 
months of 1929 it loaned them some fifty-eight billion, and 
then when the crisis came in the last 3 months of 1929, cut 
that credit money—bank money—hot air—down to thirteen 
billion. 

No nation, no industry, can survive such an expansion 
and contraction of money and credit. Give to me the power 
to double the money at will, and then give me the power to 
cut it square in two at will, and I can keep you in bondage. 
That is exactly what the Federal Reserve banking system 
has been doing for the American people—it has taken their 
homes—it has filled the penitentiaries with its victims—it 
has caused self-destruction and suicides by the thousands. 
This bill not only continues that system with its cruel, 
brutal, and devastating policies, but gives it all the more 
power to destroy us, 

Ihe second part of the bill here under consideration 
has for its objects the strengthening of the tentacles of the 
octopus via monopoly—it legalizes branch banks and afili- 
ates, and takes them into the bosom of the Federal Reserve 
System—this is just another link in the strangle hold upon 
the money and credit of the Nation. 

The third and last part professes to guarantee bank de- 
posits. The provisions made are altogether insufficient. It 
provides that the Government shall buy $150,000,000 worth 
of stock in a Federal deposit insurance corporation, and that 
the Federal Reserve banks and member banks shall buy 
another 350 million in the same corporation. 

Now, since there are $42,000,000,000 on deposit in the 
banks and trust companies of this Nation, and since on 
January 9, 1933, there was only 684 million of actual money 
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in all the banks and trust companies with which to pay 
this 42 billion on deposit, can anyone seriously argue that 
you can pay off $42,000,000,000 with 684 million plus 500 
million? There is nothing in this bill that prohibits the 
Federal Reserve System from again becoming racketeer and 
bringing about a worse condition than the present depres- 
sion. By this bill we give complete control of the money 
and the credit to that System, and with that power they 
can and will control the Government itself, and can and 
will again go off on a spree. Power is always deaf, dumb, 
and blind. 

I propose as a remedy that we recommit this bill to the 
Committee on Banking and Currency with instruction that 
they substitute for it H.R. 3834, a bill that I introduced on 
March 20, 1933, which is now pending before that com- 
mittee. This bill provides for the creation of the Bank of 
the United States, and will give the Nation a banking sys- 
tem owned, controlled, and operated by the Government of 
the United States in its sovereign and governmental ca- 
pacity. If you do this, then you will have a banking system 
that will be as sound as the Government of the United 
States. 

According to that bill, the Bank of the United States 
would be controlled by a board of 48 directors, 1 from each 
State, appointed by the President from a list of 3 furnished 
him by the Governors of their respective States. The board 
of directors would appoint an executive committee and a 
manager and other officers to operate the bank. The Gov- 
ernment of the United States would issue $2,000,000,000 of 
United States bank notes to the bank for its capital and re- 
volving fund. Such notes would be made full legal tender 
for all public and private debts, and would be secured by the 
full faith and credit of all the resources of the United States. 

All funds belonging to the Government of the United 
States or any department thereof, except gold coin, gold 
bullion, and silver bullion now held in the Treasury and 
Postal Savings, would be deposited in the Bank of the 
United States. All gold coin, gold bullion, or gold certifi- 
cates that the Bank of the United States would come into 
possession of and owner of would be deposited in the Treas- 
ury of the United States in exchange for any lawful money 
of the United States, all such gold to be used by the Govern- 
ment in its international transactions. 

The bank would also receive deposits from any State or 
Territory, or any political subdivision thereof, or from any 
State or Federal bank. All deposits in the Bank of the 
United States would be guaranteed by the Government of 
the United States. 

The bill provides that the Bank of the United States may 
transfer funds to the Government, and that it may make 
loans to any State or any Territory or any political sub- 
division thereof, or may make redeposits or loans to any 
bank within the United States or any Territory thereof, pro- 
vided such loans are secured by bonds of the United States 
or by approved bonds of any State, Territory, or political 
subdivision thereof, provided that the bonded indebtedness 
of any such State, Territory, or political subdivision thereof 
is not in excess of 15 percent of the assessed valuation of 
the taxable property of any such State, Territory, or politi- 
cal subdivision thereof. It provides that the Bank of the 
United States shall make loans to the Federal Farm Loan 
Board secured by farm-loan bonds issued for the purpose 
of making new farm loans or refinancing and scaling down 
existing farm loans, which farm-loan bonds shall not bear 
interest in excess of 1% percent. 

The bill also provides that the Bank of the United States, 
with its capital and revolving fund and other available 
funds, shall take up the $21,000,000,000 outstanding bonded 
indebtedness of the United States, and that if it requires 
additional funds for this purpose and for the other purposes 
set forth, that then it may acquire such additional Bank 
of the United States notes from the Government by deliver- 
ing to the Treasurer bonds or certificates of indebtedness of 
the United States, or bonds of any State or Territory or any 
political subdivision thereof, in an amount equal to the 
additional Bank of the United States notes required. 
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The bill provides that on any funds transferred to the 
United States or loaned to any State, or Territory, or politi- 
cal subdivision thereof, or redeposited or loaned to any bank, 
the Bank of the United States shall receive interest at a rate 
not to exceed 1 percent per annum. 

It provides that the Bank of the United States shall con- 
trol and regulate the money and credit of the Nation, and it 
shall at all times provide the public with a national elastic 
currency, and a sufficient national medium of exchange to do 
the Nation's business. It provides that the executive com- 
mittee of the bank shall regulate the value of the money of 
the United States and shall stabilize the same. It makes it 
the duty of the executive committee to ascertain and deter- 
mine the average value and buying power of the dollar over 
à period i with January 1, 1915, and ending with 
January 1, 1925, by an analysis of the wholesale market 
prices in the principal markets in the United States of not 
less than 300 or more than 400 stable commodities, which 
average value and price shall be declared to be the general 
normal price level of such commodities and to be the value 
or buying power of the dollar. 

When that bill becomes a law it will save to the Nation 
millions and millions of dollars and will put the money and 
credit structure on a sound and firm basis and will meet the 
requirements of the Constitution of the United States, which 
says: 

The Congress shall have power * * to coin money, regu- 
late the value thereof, and of foreign coins. 

In drawing the bill for the Bank of the United States, I 
drew it along the lines of the bill that created the Bank of 
North Dakota. That bank was created in 1919 and is the 
only bank in the United States owned, operated, and con- 
trolled by a State in its sovereign capacity. It has saved the 
people of my State millions of dollars and rendered inesti- 
mahle service to the State and its people. No political fac- 
tion or politician now dares suggest that it be discontinued or 
abolished. If we continue to concentrate the money power 
in the hands of the international bankers through the Fed- 
eral Reserve bank, then let me warn you that there will be 
only one escape from that octopus, and that will be that we 
will have to have 47 other State banks, owned, operated, and 
controlled by the States in their sovereign capacity, and then 
with the Bank of the United States added, we will have a 
perfect control over money and credit. 

Mr. LUCE. Mr. Chairman, I yield 15 minutes to the gen- 
tleman from Pennsylvania [Mr. MCFADDEN]. 

Mr. McFADDEN. Mr. Chairman, I have given careful 
consideration to this bill. As I have previously stated on 
the floor of the House, I think it is a mistake to deal in 
piecemeal with the Federal Reserve law. During the past 
4 or 5 years we have had an opportunity to observe the con- 
trol of credits and finance under the operation of the Fed- 
eral Reserve Board, and the officers of the 12 Federal Re- 
serve banks. I have stated on several occasions that the 
administration of this system is more responsible for the 
things that have happened to the people of the United States 
than any other one instrument. In this particular bill now, 
under the guise of guaranteeing the depositors the money 
they deposit in the banks of the country, you are strengthen- 
ing the further control and domination of the finances of 
this Nation under the Federal Reserve System. Unless I 
miss my guess, you are concentrating in this System the 
entire control over finances in this country; you are central- 
izing the control of money in the speculative market entirely 
under the control and domination of the Federal Reserve 
System. You are going to force all banks in the United 
States to become members of the Federal Reserve System, 
and unless I make a mistake in my analysis of this situation, 
no bank whose deposits are not guaranteed will be able to 
survive in the United States after this bill becomes a law. 

During the further consideration of this bill under the 
5-minute rule, I may talk about several features of it. I 
do not at this time desire to take up further time of the 
Committee, but want to use the balance of my time and 
speak out of order, if I may. 
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Mr. MAY. Mr. Chairman, will the gentleman yield? 

Mr. McFADDEN. Les. 

Mr. MAY. Has the gentleman read the opinion of Mr. 
Wyatt, the chief counsel of the Federal Reserve Board, in 
the March issue of the Federal Reserve Bulletin, in which 
he raises the question of the power of the Federal Govern- 
ment to abolish all State banks or force them into the 
Federal Reserve System by the process of taxation? 

Mr. McFADDEN. I have. 

Mr. MAY. And this bill, perhaps, embodies some of his 
ideas about that? 

Mr. McFADDEN. I think the Members of the House 
would do well to study the other provisions of this bill than 
simply the one that would guarantee deposits. 

The CHAIRMAN, Is there objection to the gentleman 
from Pennsylvania proceeding out of order? 

There was no objection. 

Mr. McFADDEN. Mr. Chairman, on several occasions I 
have called the attention of the House to what I believe to 
be a violation of the tax laws of the United States by large 
taxpayers. About 10 days ago I referred one of these par- 
ticular charges to the Attorney General of the United States. 
I am informed by the press reports that the Attorney Gen- 
eral is proceeding with an investigation of this particular 
reference, which was the tax evasion of Andrew W. Mellon. 
I shall now read to the House a letter which I sent last 
week to the Attorney General of the United States: 

May 20, 1933. 
Hon. Homer S. CUMMINGS, 
Attorney General of the United Strong 
Washington, D.C. 

My Drar Mr. ATTORNEY GENERAL: Supplementing my letter of 
the 5th, in which I referred to you definite charges of violations of 
the tax laws by Mr. Andrew W. Mellon, I now desire to submit 
additional information in connection with this same matter. 

I am informed that the Coalesced Co. is owned 100 percent by 
A. W. Mellon, that he himself owns all of the preferred stock and 
that the common stock is divided equally as issued to his son, 
Paul Mellon, and his daughter, Mrs. David Bruce. It has been 
stated that this company is being used by Mr. Mellon for the 
purpose of concentrating his wealth and thus, during his lifetime, 
effecting a distribution to his legal heirs, principally for the pur- 
pose of avoiding inheritance taxes. I am further informed that 
the Coalesced Co. m organized at or about the time impeach- 


ment proceedings were pending against him in the House of Rep- 
ee just N to his appointment as Ambassador to Great 
i 


Webster defines the meaning of “coalesce” as “to grow 
gether”, “to unite in one body” or “of uniting by 9 
affinity or attraction.” 

I now desire to direct your attention to the Riscar Co., which is 
owned entirely by Richard B, Mellon, a brother of Andrew W, 
Melion. This company is apparently organized and being used 
by Mr. Melion for the same purposes that the Coalesced Co. 
is being used, and I am calling this to your attention that this 
company and the income-tax statements of Mr. Richard B. Mellon 
be likewise investigated to ascertain whether or not the same 
1 have been resorted to as in the case of Andrew W. 
Melion 

In view of this specific evasion, may I also suggest that the 
Mellon group own and control many corporations and trusts 
whose tax returns should be scrutinized with a view to determin- 
ing whether or not illegal losses have been deducted or falsifica- 
tion of accounts has been resorted to for the purpose of reducing 
the annual legal tax payments to the United States Government. 

I am submitting this additional information to you in the 
public interest, and while I have had no reply from you to my 
letter of May 5, I have noted through press reports that you have 
taken up the investigation of the specific matters referred to 
in that letter for thorough investigation and report. 

Respectfully yours, 
L. T. MCFADDEN. 


Mr. BOLAND. Mr. Chairman, will the gentleman yield? 

Mr. McFADDEN. Yes. 

Mr. BOLAND. In the Mellon category of organizations 
which they own, is the gentleman familiar with the fact 
that Mr. Mellon owns the Koppers Co., of Pittsburgh, which 
is a subsidiary of the New England Gas & Coal Co., that gets 
all the coal shipped to them from Russia? 

Mr. McFADDEN. Yes; I am aware of that fact. My 
attention was called to that fact by a letter which I recently 
received; and in view of the question put by the gentleman, 
perhaps I had better read this. I quote as follows: 


My understanding is that Mr. Melion, who owns the Koppers 
Co. which produces about 15,000,000 tons a year of southern coal, 
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bought this stock in the Pittsburgh Coal Co. when he was Secre- 
tary of the Treasury and not supposed to have been engaged in 
business. With the control of this company, together with the 
Koppers Co., it gives him control of both fields. As I understand 
it, the Koppers Co. sells coal at fancy prices to the utilities in 
which it holds a stock interest, while the Pittsburgh Coal Co. 
goes out and sells below cost in order to ruin the independent 
coal operators. This also works a great hardship on labor. 

If something could be put in the law to compel coal companies 
which sell coal to public utilities to give them as low a price as 
they or any of their allied interests sold coal for to other con- 
sumers in which they were not interested and for that reason did 
not have the same pull they had with their utilities, I think it 
would go a long way toward clearing up some of the troubles 
in the coal industry. At the present time railroads are not sup- 
posed to engage in the coal industry, but the utilities or other 
allied concerns do this, 


In view of that statement by this prominent Pittsburgh 
man, who calls this to my attention, I am wondering what 
effect the operation of these two particular combinations 
has in continuing the terrible condition that exists in the 
western Pennsylvania coal regions, 

I have had pending in this House before the Committee 
on Rules two resolutions introduced last March, House Reso- 
lution 20 and House Concurrent Resolution 12, calling for an 
investigation and audit of the Treasury Department and for 
an inquiry into the operations of the Federal Reserve System. 
These resolutions are as follows: 

House Concurrent Resolution 12 


Resolved by the House of Representatives (the Senate concur- 
ring), That there is hereby established a special joint congres- 
sional committee (hereinafter in this resolution referred to as the 
“committee ”) to be composed of 5 Members of the Senate, to 
be appointed by the President of the Senate, and 5 Members of 
the House of Representatives, to be appointed by the Speaker of 
the House of Representatives. Upon the termination of the pres- 
ent Congress the committee shall cease to exist. 

Sec. 2. The committee is authorized and directed to investigate 
and make an audit of the operations of the Treasury Department 
in the collection, investment, and disbursement of public moneys, 
and of moneys derived in whole or in part from sources other 
than taxation, and to report to the Senate and the House of 
Representatives, as soon as practicable, but not later than the 
termination of the present Congress, the results of its investiga- 
tion, together with such recommendations for legislation as it 
deems advisable. 

Sec. 3. For the purposes of this resolution the committee is 
authorized to select a chairman, to sit and act during the present 
Congress at such times, whether or not the Congress, or either 
House thereof, is sitting, has recessed, or has adjourned, to em- 
ploy such experts and such clerical, stenographic, and other assist- 
ants, to require the attendance and testimony of such witnesses 
and the production of such books, papers, and documents, to 
take such testimony, to have such printing and binding done, and 
to make such expenditures (not exceeding $250,000), as it deems 
necessary. Subpenas shall be issued under the signature of the 
chairman, and shall be served by any person designated by him. 
The provisions of sections 101, 102, 103, and 104 of the Revised 
Statues (U.S. C., title 2, secs. 191, 192, 193, and 194) shall be 
applicable in respect of any person summoned as a witness, in 
the same manner as such provisions are applicable in respect of 
any person summoned as a witness in the case of an inquiry 
before a committee of the House of Representatives, 


House Resolution 20 


Resolved, That for the purpose of obtaining information neces- 
sary as a basis of legislation the Committee on Banking and Cur- 
rency of the House is authorized and directed, as a whole or by 
subcommittee, to investigate the Federal Reserve Board of the 
Federal Reserve banks, and such member banks of the Federal 
Reserve System as may be necessary, in their activities with 
respect to foreign banks and foreign central banks, their open- 
market operations and acceptance business, and their connection 
with the American Acceptance Council, and their collaboration 
with other banks (American and foreign) in the operations of 
such banks in foreign financing; and for the purpose of this in- 
vestigation the committee may make such audit of the books of 
the Federal Reserve Board, Federal Reserve banks, and member 
banks of the Federal Reserve System as it deems necessary. 

Sec, 2. Such committee shall, as soon as practicable, report the 
results of its investigation to the House, together with such 
recommendations for legislation as it deems advisable. For the 
purposes of this resolution the committee is authorized to sit and 
act during the present Congress at such times and places in the 
United States, or elsewhere, whether or not the House is sitting, 
has recessed, or has adjourned, to hold such hearings, to employ 
such experts, and such clerical, stenographic, and other assistants, 
to require the attendance of such witnesses, and the production 
of such books, papers, and documents, to administer such oaths 
and affirmations, to take such testimony, to have such printing 
and binding done, and to make such expenditures, as it deems 


necessary. 
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The administration in charge here in this House has paid 
no attention whatsoever to the consideration which I have 
repeatedly asked for in regard to these two measures. I 
have been continually calling attention to the illegality of 
the operations of the Federal Reserve System and the Treas- 
ury Department, especially the Income Tax Division, for a 
long time. I want to say again, with just as much emphasis 
as I can put upon it, that the Membership of this House is 
making a mistake in not giving consideration to those two 
measures. You cannot afford to grant more power to the 
Federal Reserve System until you know what the Federal 
Reserve System has been doing. May I repeat that which I 
have said previously, that you are not going to restore the 
credit of the United States or confidence in government 
until you look into and audit the Treasury of the United 
States and the Federal Reserve System. 

In the balance of the time I have I want to call attention 
to another resolution which I am offering today, and I am 
going to read it to you: 

Resolved, That the Secretary of the Treasury is hereby di- 
rected to furnish the House of Representatives a list of the clients 
for whom the firm of Smith, Shaw & McClay, and/or the firm 
of Reed, Smith, Shaw & McClay, of Pittsburgh, Pa., have ap- 
peared before the Treasury Department of the Bureau of Internal 


Revenue in connection with the settlement, or other adjustments, 
of income taxes from the year 1920 up to the present time. 


Suits are being brought in the United States Court in the 
District of Columbia, with definite facts presented, and 
today in Pittsburgh depositions of the officers of the Gulf 
Oil Co. are being taken in connection with the fraudulent 
disposal of income of the officers for that company. I pre- 
sented that matter to the House and the Rules Committee 
over a year ago and tried to get action, but no action; why? 
I want to ask what influences are brought to bear upon this 
House of Representatives and its leaders to see to it that 
these very worthy investigations are not made? They should 
be made, and I am putting it squarely up to you Members 
as to whether or not you are going to assume responsibility 
by inaction in covering up frauds such as I am now calling 
attention to. Why do you not act? If the Rules Committee 
will not act, I have placed the proper petition on the 
Speaker’s desk; sign it and we will discharge the Committee 
on Rules and pass these resolutions; it is now up to you. 

Mr. WEIDEMAN. Will the gentleman yield? 

Mr. McFADDEN. I yield. 

Mr. WEIDEMAN. The 1932 report of the Federal Reserve 
Board contains only 44 pages, with absolutely no informa- 
tion or facts concerning the operation, while the 1931 report 
contained 315 pages and gave all the conditions of its 
operation. I think this House should demand a complete 
and more full report so that we can find out what this Board 
is doing, which now comes here and wants its power ex- 
tended. They are deceiving this House of Congress by 
misleading it with filing this kind of report. 

Mr. McFADDEN. I called to the attention of the House 
the other day the evident tax violation of H. L. Doherty and 
asked for an investigation of his reports for 1927, 1928, 1929, 
and 1930. I also asked that an investigation be made into 
the tax reports of the J. P. Morgan & Co. partners in New 
York, and stated specific instances where they should be 
investigated. Iam hoping that this House, under the control 
of the present administration who promised the people of 
this country that they would clean up the mess, will get 
active and do these things which they should do and give 
proper heed to them at once. 

Mr. KELLER. Will the gentleman yield? 

Mr. McFADDEN. I yield. 

Mr. KELLER. I should like to know how we are going 
to get at the facts in relation to the income tax and the 
Payers of income taxes in this country so long as the 
Members of this House are denied the possible chance of 
knowing anything at all about it. 

Mr. McFADDEN. Well, that is just the point; but if you 
will pass these resolutions which I am referring to here 
and appoint committees, all of this information can be made 
available to you; and I say to you gentlemen, as I did on the 
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floor of the House the other day, that there is a clique of 
racketeers that is practicing in this income-tax matter at the 
present time. It is headed in New York. The accountants 
who are engaged in this practice, together with clever law- 
yers, are located in New York and in Washington; and men 
in the Department are cooperating. It is time this ring is 
broken up. The man who handled the Charles E. Mitchell 
tax audit in the Treasury was fired. How many more such 
fellows are there in the Department? Mr. Chairman, I 
yield back the balance of my time. [Applause.] 

The CHAIRMAN. The gentleman has consumed all but 
45 seconds of his time. 

Mr. LUCE. Mr. Chairman, I yield 15 minutes to the gen- 
tleman from Maine [Mr. Brzpy]. 

Mr. BEEDY. Mr. Chairman, I shall take but very little 
of the Committee’s time. The gentleman from Massachu- 
setts [Mr. Luce], I believe, plans to conclude the debate, and 
if we are to judge by his speeches in this House made in 
the past, we may anticipate a very fair and comprehensive 
discussion of the pending bill. 

I have a well-grounded conviction that this bill contains 
more of constructive proposals designed for permanent 
legislation than any bill which has come to the attention of 
the committee or of the House at this session of Congress. 

I want to say just a word about the Federal Reserve Sys- 
tem, and what I shall say is prompted by the references to it 
of the gentleman from Pennsylvania [Mr.McFappen]. Some- 
body has said that a very poor law or a poor system well 
administered is far better for the whole people than an 
excellent law and a wisely conceived system which is poorly 
administered. The Federal Reserve System is a wisely con- 
ceived system. The best thought in the banking world, not 
only in this country but of the world, will, I believe, con- 
firm us when we say that it is, from the standpoint of sound 
finance and proper administration of credits, a scientifically 
constructed system of banking. Any system may be poorly 
administered, and there is ample evidence to attest mistakes 
in the administration of this System. Many steps have been 
taken and many others which should have been taken have 
not been taken by the Federal Reserve Board. Their errors 
of commission and omission have aroused my displeasure 
and disapproval, but the essence of the System is something 
which we ought to cling to. I see nothing in this bill which 
seeks to add vicious compulsion in the way of additional 
authority. 

The gentleman from Pennsylvania [Mr. McFappen] said 
we ought to study the bill carefully to find out what power 
we are giving to the System; that he thought there were 
many banks in this country which would be unable to com- 
ply with its provisions, and that, therefore, would fail. 

If there are any banks open or about to be opened which 
cannot comply with every provision of this bill, then it is in 
the interest of the whole people, the small wage earner, the 
middle class, and the man of large resources that those 
banks be cleaned out now. 

Much of the trouble in this bank crisis came by reason 
of the fact that we had set up too many banks without a 
proper capital structure. There is no hardship imposed upon 
any bank by the provisions of this bill. The bill is written 
in the interest of sound banking; I submit that these state- 
ments are justified. My point of view is not poisoned. My 
natural sympathies have always been with the under dog, 
because I have been one of them all my life. Thank God, 
nevertheless, that I have had, or endeavored to acquire, a 
fair point of view. I have come to understand that in this 
complex system of ours the man of resources and the man 
not of money but of brain and of a willingness to use his 
hands and his head in honest toil are both indispensable to 
the general well-being. It ought to be the aim of every man 
here who has taken his oath solemnly before the bar of this 
House to undertake at all times to serve the interests of both 
these groups. 

The gentleman from Michigan [Mr. DINGELL] said he 
wished some assurance that there was in this bill a guaran- 
tee, using that word, I think perhaps inadvisedly, because 
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there is no deposit guarantee in this bill, but there is in it 
a provision for the insurance of deposits; he seemed to feel 
that he had not read within the pages of this bill anything 
to justify full confidence that State banks which are not 
member banks of the Reserve System were to be protected 
as well as others. I ask him to read, if he is inclined to 
pursue this thought, section 302 of the bill, beginning at the 
bottom of page 53 and continuing over into page 54. I my- 
self perhaps will ask the indulgence of the House while I 
read it. 

However, before I leave the general fundamentals of the 
bill, let me say that I support it and support it gladly and I 
am giving you some of my reasons for so doing, not in the 
order of their importance but as they occur to me at the 
moment. First, because I think it properly gives closer su- 
pervision to banking authorities over all the banks of the 
System. Second, because it puts restrictions upon loans for 
speculative purposes. Third, because it separates investment 
banking from commercial banking. 

I hope to see the day when there will be a wall built be- 
tween the savings-bank funds and the commercial banking 
funds. However, we cannot do everything in a moment, and 
so there is no attempt to set up such a dividing wall in this 
bill. 

I will support the bill also because I think the insurance 
method of protecting the money of depositors is one of the 
wisest of such proposals I have yet seen advanced. 

It has been stated that we ought to compel banks who 
desire to avail themselves of this insurance provision to 
become members of the System. I confess that after some 
years of study, if I now had the authority to determine this 
question, I should hesitate as to the proper step to take. I 
have had a feeling that if we could be sure that men in 
authority administering the System would at all times be 
honest, we ought to have a single banking system. But per- 
haps for the present, human nature being weak and frail 
as we have seen it proven in these later days, perhaps we 
ought to give both systems a further trial. At any rate we 
left that proposal out of this bill. So I think the statement 
of the gentleman from Pennsylvania that we are attempting 
to force all banks into one system, that we are going to 
destroy all banks outside the system, is not a fair statement. 
We are giving them all an equal chance. There is not a 
provision in the bill that can be construed as a compulsion 
upon or as hostile to State banks. 

Mr. MAY. Mr. Chairman, will the gentleman yield? 

Mr. BEEDY. I yield. 

Mr. MAY. Under the provisions of section 302, to which 
the gentleman referred, State banks are permitted to become 
members, but they are subjected to supervisory examina- 
tion by the Board. I wish, when he comes to discuss it, the 
gentleman would emphasize the importance of this exami- 
nation. 

Mr. BEEDY. Yes. Iam coming to that feature. I think 
I shall take time to read part of that section, because we 
ought to have it well in mind. 

Remember this, too, in connection with the statement of 
the gentleman from Pennsylvania, that the Federal Reserve 
System itself is not attempting to insure the deposits. We 
divorce that feature entirely from the Federal Reserve Sys- 
tem. We are setting up an insurance-deposit corporation, 
in which nonmember State banks and State banks which 
are members of the Federal Reserve System, as well as the 
national banks which by law are made members, may sub- 
scribe to stock and avail themselves of the advantages which 
fiow from the insurance of deposits, 

If we are going to accord nonmember State banks such a 
valuable privilege, we ought to impose some obligations and 
conditions precedent. 

Let me read section 302, which is found at page 53 of the 
bill: 

Any State bank or trust company, not a member bank of the 
Federal Reserve System, with the approval of the State authority 


having supervision of such bank or trust company and certifica- 
tion to the corporation— 
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That is this insurance corporation— 
by such authority that such bank or trust company is in solvent 
condition, after examination by, and approval of, the corporation, 
shall be entitled to the privileges of this title upon agreeing to 
comply with this title and upon subscribing to the same amount 
of stock as would be required if such bank or trust company be- 
came a member bank. 

Now you will see how important those provisions are, and 
I submit you will see how fair they are. If this corporation 
is to insure the deposits (within the limits set forth in this 
bill) in nonmember State banks, it should have the right to 
an accurate determination of the financial status of those 
banks. This could be had by a thorough examination of 
applying banks. 

Therefore a preliminary examination is called for, and 
surely banks, in addition to this examination, should be com- 
pelled to comply with the protective provisions set up in 
creating this corporation. They should be compelled to sub- 
scribe to the same amount of stock in the corporation as a 
member of the Federal Reserve System. Both classes of 
banks are required to take an amount of stock equaling one 
half of 1 percent of their outstanding time and demand de- 
posits. Is there anything in this provision calculated to 
force banks into the Federal Reserve System? Why, cer- 
tainly not. We permit them to stay out if they so desire. 
We impose no unreasonable demands. This is a separate 
corporate entity which is dealing with the insurance of de- 
posits. Nothing, it seems to me, could be sounder. I think 
this separation of the insurance-corporation feature should 
appeal to all of us who are equally interested in the small as 
well as the large banks. 

Mr. RAMSPECK. Will the gentleman yield? 

Mr. BEEDY. I wish I might finish my statement and 
then, perhaps, I can get 3 or 4 minutes to answer questions, 
unless the gentleman insists. 

Mr. RAMSPECK. There is one point I want to be clear 
on. Does this corporation have a right to first examine the 
State bank before it is admitted into the plan? 

Mr. BEEDY. Yes. 

Mr. RAMSPECK. And they can refuse it admission? 

Mr. BEEDY. Yes; if it is unsound. This corporation col- 
lects funds from numerous banks totaling one fourth of 1 
percent of their deposits. They are trust funds in a way, 
and no undue strain should be put upon the corporation by 
forcing it to insure any unsound bank. One of the objec- 
tions made to this proposal is that strong banks will he 
compelled to pay the penalties for poor banking and thus to 
sustain weak banks. If they are not weak when they are 
admitted to the corporation, there is a strong degree of 
assurance for success in the operation of the insurance pro- 
visions of this bill. The weak are not imposed upon the 
strong at the very outset, as might be the case were no 
examination required. 

{Here the gavel fell.] 

Mr. LUCE. Mr. Chairman, I yield the gentleman from 
Maine 5 additional minutes. 

Mr. MAY. Will the gentleman yield for a question? 

Mr. BEEDY. I wish the gentleman would please excuse 
me, because in the 5 minutes I should like to call your atten- 
tion to a feature of the bill whose importance has been 
impressed upon me by a situation which developed in my 
own State. 

I was almost tempted to say that if there were no other 
more highly commendable feature in this bill than that to 
which I am now about to refer I should be inclined to 
swallow all the rest of it. 

You will notice on page 2 of the bill that an affiliate is 
defined as “any corporation, business, trust, association, or 
other similar organization.” ‘You will find later, under this 
section which deals with affiliates, that after 2 years the 
affiliate institution is banned and that within that time close 
examination and supervision of these affiliates is to be had 
by the authorities. I think this is wise. 

Now, just what does this mean? I call your attention to 
this because of a situation that arose in my own State. We 
had a certain bank in the city of Portland, Maine. It was 
supposed to be one of the soundest banking institutions of 
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the State. I supposed the men in control of this institution 
stood for the finest and the highest ideals in business and 
in citizenship. They became ambitious. They began to 
reach out and buy up banks. They established a chain-bank 
system. They set up a holding corporation and transferred 
to this holding corporation their shares in these banks. 
They thus relieved themselves of the double liability that 
should attach to stockholders who are handling trust funds. 
Presently we found this Portland bank closed, and investi- 
gation revealed an abhorrent situation. It revealed the fact 
that a majority of the directors in that bank, the home 
bank, had set up what might be known as “ affiliate corpo- 
rations ” under the definition in this bill. One affiliate cor- 
poration was engaged in the fiber business; another affiliate 
corporation was engaged in a tooth-paste venture. 

These same men who were in control of the directorate 
of this bank were also in the majority control of the direc- 
torate of these affiliate corporations, and they were lending 
to themselves, through the fiction of an interlinked cor- 
porate structure, hundreds of thousands of dollars of honest 
depositors’ money. These loans ran up to almost $800,000, 
which, in a small bank, is a large amount of money, and 
when the crash came the depositors were astounded to find 
what had been going on. These abhorrent loaning prac- 
tices were revealed and naturally they shocked the best sense 
of the citizens of my community. 

Now, from the day this bill becomes a law it will never 
be possible for any bank to be run and controlled by a ma- 
jority of men who at the same time are in majority control 
of industrial corporations. This temptation to lend money 
to oneself through a corporate interlocking structure ought 
to be removed, and it will be removed when this bill is written 
into law. 

Mr. WEIDEMAN. Will the gentleman yield? 

Mr. BEEDY. I will yield if the gentleman will explain to 
me what he meant by saying that the Federal Reserve Board 
deceived us by insulting us. What does the gentleman 
mean by that? 

Mr. WEIDEMAN. I mean they apparently sent out a 
bulletin as their 1932 bulletin 

Mr, BEEDY. What the gentleman means is that that 
report is not extensive enough to satisfy him, but he does 
not mean to say that an insult necessarily amounts to a 
deception. 

Mr. WEIDEMAN. Oh, well, the gentleman can take that 
whichever way the gentlemen on the other side want to 
take it. 

The gentleman has made the statement that interlocking 
directorates would be forbidden the minute this bill takes 
effect and that these big corporations will not be able to 
control everything, and so forth. 

Mr. BEEDY. Oh, no; I did not say that. I did not say 
“big corporations will not be able to control everything, 
and so forth.” 

Mr. WEIDEMAN. I call the gentleman’s attention to the 
language on page 7 of the bill relating to such corporations. 

Mr. BEEDY. Just a moment, I do not yield further. 

Mr. ROBERTSON. If the gentleman will yield to me a 
moment, I should like to ask him a question. I have great 
respect for the views of the gentleman on this whole prob- 
lem. I should like for the gentleman to give us some assur- 
ance about the fairness and the friendliness of the board 
of directors of the corporation, and more assurance that 
after the State organization approves the financial solvency 
of a nonmember bank and then it goes to the corporation 
for approval before the nonmember bank can come under 
this bill, that such nonmember bank will be treated fairly 
in its claim for this protection. 

Mr. BEEDY. Of course, that question reaches far into 
the human element, but here is a corporation set up for the 
express purpose of insuring deposits within the limits of the 
bill. It can certainly have no other motive or purpose than 
to treat with a kindly justice every deserving and sound 
bank which reaches out for help and protection. [Ap- 
plause.] 

[Here the gavel fell.] 
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Mr. GOLDSBOROUGH. Mr. Chairman, I yield 10 min- 
utes to the gentleman from Illinois [Mr. KELLER]. 

Mr. KELLER. Mr. Chairman, I am as much for the guar- 
anty of bank deposits as the Chairman of the Committee 
on Banking and Currency can be. I honor him for bring- 
ing forward this idea session after session, when there was 
no possible chance of having it considered favorably. When 
it finally becomes the law—as it is bound to do—no one 
will go farther than I in bestowing upon him the rightful 
honor as the real champion of this great measure. It will 
be his due. 

There is what we call the credit stream, through the 
gigantic power of which, when running free, we carry more 
than 10 times as much ability to do business through bank 
credits as all the currency outstanding at any time. But 
we must hold constantly in mind that as this great stream of 
the blood of industry circles round and round, deep flowing 
and mighty, that every time a dollar is taken out at one 
point another dollar must be put in at some other point. 
Only by making this certain can we carry on the gigantic 
economic life of this great Nation. 

There have been more than 12,000 bank failures (not in- 
cluding the 5,000 still in jeopardy) during the last 12 years. 
Millions of people have lost billions of dollars through these 
failures. Banks that had stood like a rock through all the 
other panics and depressions went tumbling into the discard 
in this one. Men whose honor never had or could or ever can 
be questioned saw the banks which they had spent a lifetime 
in building up come tumbling down before their helpless 
eyes in the cataclysm of 1929 to 1933. Under these condi- 
tions it is nonsense to talk about restoring confidence. 
There is only one way that we can bring back into use- 
fulness of national credit the necessarily recurring bank 
deposits, which restoration of industry requires, and that 
is to make it absolutely certain that when any and every 
man, woman, or child who puts a dollar in any bank can 
absolutely know that he will under no circumstances lose a 
Single penny of it. Unless and until that guaranty is made 
we can not recover our lost industry in this country. 
[Applause.] 

But to accomplish that it is not necessary to sacrifice any 
of the people’s rights. It is the part of wisdom that this 
Congress shall look with great care at any surrender of the 
rights of the people who have suffered so shamefully from 
the abuses of the great interests who are at present seeking 
by every means to retain the very control which enabled 
them to rob the people of so many billions of their hard- 
earned wealth. 

This bill is in most regards a splendid bill. It represents 
a vast amount of labor on the part of the committee, But 
for all their thought and care somehow a section has found 
its way into this bill that would nullify most of its benefits. 
I refer to section 3, which seeks to turn over to this pri- 
vately owned bankers’ banking system for all time to come 
every penny of the franchise tax which has existed from the 
start. 


Let us see what section 3 provides: 


Src. 3. The first paragraph of section 7 of the Federal Reserve 
Act, as amended (U.S.C., title 12, sec. 289), is amended, effective 
July 1, 1933, to read as follows: 

After all necessary expenses of a Federal Reserve bank shall 
have been paid or provided for, the stockholders shall be entitled 
to receive an annual dividend of 6 percent on the paid-in capital 
stock, which dividend shall be cumulative. After the aforesaid 
dividend claims have been fully met the net earnings shall be 
paid into the surplus fund of the Federal Reserve bank.” 


Read and reread that section; get clearly in your mind its 
full signifiance; then check up on what we propose to give 
to these banks. Consider also what we have already given 
them. They already have their hands into the United States 
Treasury clear up to their armpits. Must we completely 
immerse them in profit in order to secure a small part of 
the sovereign rights of the people? 

The right to issue money has always been the right of the 
Sovereign power, whether it be emperor or king. Upon the 
formation of this Republic we vested all sovereign rights 
in the people. In other words, we took over all the rights 
which before that time were acknowledged as belonging to 


the king and gave them to the people for their own. We 
designated the Congress as the representative of the people. 

A previous Congress, as representatives of our people, saw 
fit to give a small group of our citizens the power to issue 
money. For that privilege it exacted a small tax. That 
small group has paid itself a generous profit on that privi- 
lege in the past, and it now comes to the representatives of a 
sovereign power and asks that it be given all the a 

It is necessary to set out the plain, simple facts about the 
Federal Reserve System, so that no misunderstanding can 
exist in relation to this all-important matter. 

The Federal Reserve System is a bankers’ banking system 
owned by the member banks of the System. It is entirely 
privately owned. It does not belong to the people of the 
United States or to the United States Government—not one 
dollar of it. 

The Government is supposed to supervise it in the people's 
interest. But under recent practices the officials appointed 
for that purpose have supervised it entirely in the interest of 
the big banks. Why should they not do this, since their 
Salaries are not paid by the United States Government, but 
by assessments on the member banks? A man naturally 
feels an obligation to those who pay his salary. That part 
of the law ought to be changed. The Federal Reserve Sys- 
tem was clearly a compromise, but better by far than the 
total lack of system which it replaced. It was administered 
with great effect and benefit from the time of its enactment 
through the World War. 

From the autumn of 1920 to the present time it has to an 
unthinkable extent been administered in the interest of the 
great currency and credit controllers and the international 
bankers and terribly against the interests of the American 
people. 

The people, generally speaking, seem to think that the 
gold reserve belongs to the Government. It does not. Out- 
side the small amount in the Treasury to provide 40 percent 
gold reserve for the old greenbacks, the Government has not 
a dollar of gold. The gold reserve belongs to this private 
banking system. And the gold is all stored in the 12 Fed- 
eral Reserve bank yaults, not in the United States Treasury. 

Here is a statement from the Treasury Department which 
shows total gold in America at the present to be $4,310,767,- 
000. Federal Reserve benks hold and own $3,416,210,000, 
Of this, the United States Treasury vaults have $236,463,000, 
only 7 percent as much as the Federal Reserve vaults 
contain. 

There is somewhere among the people gold—mostly gold 
certificates—in the amount of $658,094,000. The Federal 
Reserve banks are organized with a capital stock just like 
any other corporation. The capital stock of the whole Fed- 
eral Reserve System is $321,000,000—subscribed and actually 
paid in is $150,217,000 by all the member banks put together. 
That is the entire capital. 

Now, what has this $150,000,000 earned or gained since 
1913, when the System was begun? The figures show a gross 
earning of $1,020,000,000. What has been done with that 
billion dollars gained? The expenditures by the Federal 
Reserve System during these years, including the construc- 
tion of Federal Reserve bank buildings, was $472,000,000. 
The net returns on the $150,217,000 paid in capital was 
$548,000,000. These net earnings have been divided up as 
follows: 

Dividends on the $150,000,000; paid in capital, $120,000,- 
000; transferred to surplus account, $279,000,000. These two 
items, interest and surplus, totaling $399,000,000, would 
equal 13.3 percent annual income on the $150,217,000 actual 
capital paid in. 

What possible excuse can there be for presenting without 
any consideration a surplus to the Federal Reserve System 
when the stockholders have only paid in one half the stock 
the member banks had subscribed? 

Paid to the Government as a franchise tax, $149,000,000, 
equals 4.5 percent. 

The $279,000,000 should also have been paid to the Gov- 
ernment, or a total of $428,000,000, and if this Congress does 
its duty the next 20-year period will see much more than 
that amount paid into the National Treasury. 
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This amount is nearly sufficient to pay the amount re- 
quired for 2 years’ interest and amortization of the $3,000,- 
000,000 bond issue which we are about to authorize to put 
the men to work who were thrown out of employment by the 
maladministration of the Federal Reserve Act. [Applause.] 

Now, let us see what that means to a bank that became a 
member at the beginning and had a capital and surplus of 
$150,000. 

Here it is: Subscribed under the law 6 percent, equals 
$9,000. But only half that amount was ever actually paid 
in, or $4,500 cash. 

For this $4,500 cash investment this small bank has re- 
ceived back in interest $4,600, or $100 more than the cash 
paid in at the beginning, and that surely is sufficient. But 
it now has an interest in the surplus which amounts to 
$8,370 cash, to which it has no possible moral right, and 
only such a legal right as a Congress in the service of the 
big interests voted to it. 

Now, what does this section 3 mean? It means this and 
nothing less, that if section 3 becomes the law we forever 
give up all claims to any return to the Government what- 
ever. If section 3 had been in the original law, we would 
not have received the $149,000,000 which we have received, 
but the Federal Reserve System would have added that 
amount to the present $279,000,000 surplus, or $428,000,000 
would belong to this purely private banking system. 

Therefore if we keep section 3 in this bill, it means the 
people will never receive another penny from this private 
banking system for the tremendously valuable franchise 
which it holds. Any man who votes to retain it in the bill 
votes to take from the people all the hundreds of millions of 
money which will come to them if this section is left out of 
this bill. 

We ought to see that this very great profit in cash is the 
least of the advantages which this privately owned bankers’ 
banking system has been granted because whoever controls 
currency also controls credits, whoever controls credit con- 
trols prices, whoever controls prices controls industry, who- 
ever controls industry controls civilization, and the lives 
and labor of those who make up civilization. 

Mr. LUCE. Mr. Chairman, how much time have I re- 
maining? 

The CHAIRMAN. The gentleman has 52 minutes. 

Mr. LUCE. I should like to have the Chairman notify me 
when 47 minutes have expired. 

Mr. LUCE. Mr. Chairman, the subject under discussion 
is one of much technical detail and difficulty. It is one im- 
possible to adorn, and all that I may hope to do is to ex- 
plain to such members of the committee as desire to be in- 
formed, what is in the bill. If gentlemen who are not in- 
terested in knowing what is in the bill will allow me to have 
the attention of those who are interested I shall be doubly 
grateful. I know I shall tax the patience of the House, for 
finance is a dreary topic and one that cannot be made enter- 
taining. 

But if I may help Members to know what is here proposed 
and to understand the reason why the committee as a 
whole has made a unanimous report in favor of the passage 
of the bill, in spite of certain objections, then we may take 
the matter up more intelligently under the 5-minute rule. 

The depression emphasized the fact that our banking sys- 
tem is not satisfactory. A growing distrust has now been 
turned into universal apprehension. In the middle of the 
depression the Senate Committee on Banking and Currency 
took up for consideration what is everywhere known as the 
“Glass bank bill.” It held long hearings. 

The membership of that committee, I think I may be 
pardoned in saying, comprises men peculiarly qualified to 
study the subject. They recommended a bill that failed 
to become a law in the last Congress. When that bill 
was given out, it was exposed to careful scrutiny through 
the strongest motives of interest on the part of the attorneys 
of the leading banks of the country, and various objections 
were raised. 

In the course of the months that passed and the study 
given to the matter by the Senate Committee on Banking 
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and Currency, and further consideration by the sponsor of 
the bill, I find that fully nine tenths of the matters to 
which objection was made a year ago have been eliminated. 

So far as relates to the reorganization of the bank struc- 
ture of the country, it is fair to assume that the Glass bill 
in its present form, under consideration at the present time 
in another branch, is as nearly satisfactory as such a long 
and complicated measure ever can be. 

So when your committee of the House approached the 
subject it did not feel it necessary to hold long hearings on 
the bill and repeat what was already at our command in 
the form of the printed Senate report. Accordingly the 
Glass bill was copied for introduction in the House as far 
as it related to two branches of the subject. Your commit- 
tee made certain changes, some of importance, which I shall 
call to your attention as embodied in the bill before you. 

The third branch of the subject, that relating to Govern- 
ment insurance of bank deposits, has been quite differently 
treated by the House committee, and there will necessarily 
be discussion of it in conference with an attempt to reconcile 
the two proposals and produce from them one that will 
meet at any rate the most serious of the objections. 

Taking up in turn the three titles of the bill, for we have 
rearranged it so that it may be more intelligible, let us first 
examine title I, which contains such provisions as materially 
change the banking structure of the country. Many of these 
provisions will frighten a stranger to the subject by their 
length and intricacy, but on examination you will find that 
for the most part they are repetitions of existing law with 
comparatively small insertions. 

Mr. HOEPPEL. Mr. Chairman, will the gentleman yield 
for a question before he concludes? I do not want to 
interrupt him now. 

Mr. LUCE. I shall hope to have the time. 

The first section concerns itself merely with definitions 
and need not have your attention. The second section 
brings us down to what was a prime purpose in the mind 
of the author of the bill and his associates in another 
branch. The use of banking funds for speculation became 
a stench in the nostrils of the people. The second section 
of the bill brings us right to the control of the use of bank- 
ing funds for speculation. All through the bill there are 
scattered provisions of like intent which I think all will 
accept, for nobody questions the desirability of accomplish- 
ing their object. 

The third section of the bill concerns itself with the topic 
to which the previous speaker has called attention, that of 
the disposition to be made of the surplus funds that have 
accumulated in the, Federal Reserve System. I have reason 
to believe that this matter will be thoroughly discussed when 
we reach it under the 5-minute rule, and I shall not now 
anticipate that discussion. 

The fourth section of the bill admits the Morris Plan 
banks, against which I imagine no protest will be raised. 
Also, by a minor correction, it puts State banks on the same 
level with national banks in the matter of certain operations 
with foreign countries. It also treats, on page 6, a matter 
to which I would particularly address myself, not directly, 
perhaps, as bearing on the bill but as bearing on some of 
the issues that have been raised, for it concerns itself with 
the mutual savings bank. 

The mutual savings bank, which this bill would let enter 
the Federal Reserve System, is an institution with which, 
most unfortunately, Members of the House from the central 
and southern parts of the country are unfamiliar. I have 
been told, but I shall not vouch for the complete accuracy 
of the statement, that there is not a mutual savings bank 
between Cleveland and Sacramento. It is greatly to be 
regretted that the communities in the central and southern 
parts of the country have not acquainted themselves with 
the value of the mutual savings bank. Let me give the 
figures that show the situation. It is preliminary to my 
regret at the absence from the bill of one provision which 
I hope might yet receive your attention. The criticisms of 
the bill, in fact, for my own part, and I think on the part 
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of several of my associates on the committee, are based 
chiefly on its omissions and not on its commissions. 

Later on I shall try to develop the reasons why I fear 
this bill will gravely disappoint those who have looked for 
an adequate and thorough reform of the banking system of 
the country. But returning to the situation in regard to 
mutual savings banks, I find by the last report of the Comp- 
troller of the Currency that in New England per capita, for 
each unit in the population, we have in our muttal savings 
banks $539. In the Southern States demand savings de- 
posits have an average of only $37 per capita. In the 
Middle Western States it is $114; in the Western States, 
to the Rockies, $46; and in the Pacific States, $196. I do 
not speak in a boastful way when I glory in the fact that in 
New England our savings deposits average $539 per capita. 
I say it again to bring home, if I can, to my friends from 
the South and from the West that when they declare we are 
withdrawing from them their capital to be used for the 
benefit of the East they fail to recognize that on the con- 
trary we are drawing from ourselves the money which is 
going to finance in some part the great West. When you 
point the finger of scorn at the banks, at the financiers, at 
the capitalists of New England, let me tell you that you are 
pointing it at the shoe workers in Lynn, at the men and 
women who tend the looms in Fall River and New Bedford, 
at the men and women in my own town who put together 
the works of the Waltham watches, at the men and women 
through all our section who toil and have scanty incomes. 

It is the income of the poor in New England that fruc- 
tifies the West, and every time you try to throw into dis- 
repute our eastern communities because they have been 
thrifty, because they have organized these mutual savings 
institutions, you are abusing our working people, the wage 
earners of New England. One of our most prosperous sav- 
ings banks in Boston is called the Five Cent Savings Bank, 
because it takes deposits as small as 5 cents, and it has 
amassed millions of dollars of the workers, of the wage 
earners, of the school teachers, of the people generally, 
which dollars, directly or indirectly, have in great part gone 
to help and benefit the rest of the country. 

Before you abuse the financial institutions of the East 
make your own hands clean. Ask yourselves what you have 
done in Indiana, Illinois, Michigan, or in any of the other 
Western States or in those of the South to bring together 
the philanthropically minded men of the community to 
organize institutions where the poor can join together their 
little sums, not only for their own advantage but also to 
the common good. Many a nickel makes a muckle. There 
is the road to travel if you would furnish your own capital. 

I wanted in this bill to protect the savings of the poor. I 
am shocked when I go into the national bank of my own 
town and there see on one side the commercial windows 
and on the other side the window where they take in the 
Savings. Every night the receipts of the day are put to- 
gether in one lump, and the savings of the citizens who 
are in moderate or humble circumstances are thus being 
risked in commerce, while in our mutual savings bank the 
most strict protection is thrown about the funds. 

The savings bank is strictly limited as to the securities 
in which it may invest. It may have no dangerous dealings 
with a national bank. Our law requires that a brick wall 
without any aferture shall be maintained between the two 
institutions if in the same building, so that if the cashier 
of the national bank and the treasurer of the savings bank 
wish to connive, they must go out on the sidewalk to do it. 
When I find all through the rest of the country you are 
allowing the savings of the poor to be exposed to the risks 
that have brought destruction to so many banks, I believe 
you are negligent in not introducing into this bill a pro- 
vision that thrift deposits in commercial banks shall be 
segregated and shall be invested only in limited range of 
high-grade securities. Long-time investment and short-time 
lending ought to be kept wholly independent. It is my re- 
gret that, because the greater part of my associates on the 
committee came from regions where the mutual savings 
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bank is unknown, I could not convince them of the need 
for this. 

Mr. FLETCHER. Will the gentleman yield? 

Mr. LUCE. I yield. 

Mr. FLETCHER. I should like to inquire whether a large 
percentage of the mutual savings banks in the gentleman’s 
State failed? 

Mr. LUCE. Within a few months, for the first time in 
all the history of savings banks in Massachusetts, one failed. 
That is the only instance in all the history of savings banks 
in Massachusetts. 

Mr. FLETCHER. How many are there now in Massa- 
chusetts? 

Mr. LUCE, About 200. They are to be found in every 
city and every good-sized town. Their two billions of de- 
posits have been the mainstay of the masses in this trying 
period. They in no small part account for the fact that 
Massachusetts, though an industrial State, has probably 
seen much less of real suffering than almost any other State 
in the land. 

To go on with the bill, the next sections are unimportant. 
They refer to details of the Federal Reserve System. I may 
point out we are requiring the approval of six members of 
the Federal Reserve Board instead of five for certain loans 
that are to be made. 

Then we come to a new section which legitimatizes and 
regulates the open-market committee. There has been such 
a committee in operation for years, and this simply formu- 
lates the conditions under which it shall operate. That is 
on page 11, section 12 (a). 

Mr. WEIDEMAN. Will the gentleman yield? 

Mr. LUCE. I yield. 

Mr. WEIDEMAN. What are the functions of the open- 
market committee? 

Mr. LUCE. The open-market committee is that instru- 
ment of the Federal Reserve Board which, by buying or 
selling securities and acceptances, accomplishes one of the 
purposes of the system, which, through 9 or 10 years after 
the war, kept the ship of finance on an even keel. It is the 
system, I may explain, to which those of the House who ap- 
proved the first plank of the President’s money program 
look for accomplishing the result most desired, that of 
reviving and stabilizing business by expanding or decreasing 
the volume of credit. 

Mr. WEIDEMAN. This open-market committee has been 
functioning for a long time. Is it not just one step in the 
formation of a great central bank? 

Mr. LUCE. Oh, I cannot share the gentleman’s appre- 
hension on that score. 

Mr. WEIDEMAN. It deals in all kinds of securities, na- 
tional and international. There is no limit, is there? 

Mr. LUCE. I hope not. 

Mr. WEIDEMAN. This is the opening wedge in the con- 
solidation of the entire banking industry, both of this 
country and of the world, into the hands of a few men, is 
it not? ; 

Mr. LUCE. I do not share the gentleman’s fear on that 
score. 

Now, on page 14, section 9, is still another section meant 
to hamper the Federal Reserve Bank of New York. Through 
the years when Gov. Benjamin Strong was the head of that 
bank until his untimely death its relations with foreign 
banks worked with admirable effect in accomplishing the 
level range of prices, which is so much to be desired again 
for the welfare of this country. However, the idea on 
the part of those who see red whenever anything of a 
foreign nature is recommended is to the effect that there 
should be no transactions between the New York bank 
and the Bank of London, or French or German central 
banks, without the knowledge and approval of the Federal 
Reserve Board. Fortunately, the provision is not likely to 
do serious harm. 

Then there is another section, meant to hamper specula- 
tion. Then one about banks not lending money to their 
own executive officers, That is on page 16. With it we 
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are beginning to get near the vitals of the bill. Little by 
little we find something that is really of n and 
here is one. It is at the bottom of page 16: 

No member bank shall make any loan or extend credit in any 
other manner to any of its own executive officers. 

That is, the officers of the banks. 

Then, on the next page there is a new section which for- 
bids banks to invest their capital in bank premises, it being 
found that some banks, for publicity and advertising and 
notoriety, are spending too much of their capital on the 
buildings they occupy. 

Then there is a page or more that only a lawyer can 
understand, and not having been actively engaged in the 
practice of the law for a long time, I dare not try to explain 
it to you. It is something about taking Federal Reserve 
bank business into the United States district courts. I sup- 
pose it is desirable. You will have to take that for granted, 
so far as I go. 

On page 20 there is much new matter aimed at the prac- 
tices of banks engaging in the investment business. In brief, 
it seeks to take them out of that business to an important 
degree. 

Section 15 will prevent further organizing of national 
banks with less than $50,000 capital in places of from 3,000 
to 6,000 inhabitants. Hitherto such banks may have been 
started with as little as $25,000 of capital. Many, many of 
the 9,000 failures of banks in the course of the last decade 
have been the result of too small capitalization. We seek 
to stop that. 

Mr. KVALE. Mr. Chairman, will the gentleman yield? 

Mr. LUCE. I yield. 

Mr. KVALE. Does the gentleman feel this will do justice 
to the large number of small independent banks that are 
solvent and secure but which will be estopped from enter- 
ing the System and participating in the benefits? 

Mr. LUCE. I think all the authorities on banking are 
of the belief that no small part of our trouble in the last 
few years has been due to the fact that in many parts of 
the country banks exist having a capital of $25,000 or less. 
I have been told there are $15,000 and $10,000 banks. It is 
a question of comparative gains and losses. The weight of 
judgment is that a bank will not be safe unless it starts with 
at least $50,000 in cash. 

Mr. KVALE. I understand the force of that argument, 
but the gentleman is familiar with the fact there are a great 
many small banks throughout the country which have been 
successful and which today are solvent. 

Mr. LUCE. In this matter I incline to rely on the judg- 
ment of those who are more familiar with banking condi- 
tions than I am. 

Mr. KVALE. If the gentleman will be patient for one 
moment, out in my section of the country for 10 years we 
have gone through the wringer; and there are unquestion- 
ably many banks that are stable and secure and solvent, but 
whose capital is not up to the $50,000 level arbitrarily set 
in this bill. Hence my interest. 

Mr. LUCE. This section simply states that no national 
banking association shall be organized after this section 
takes effect with less capital than $50,000 in places with 
from 3,000 to 5,000 inhabitants. It affects no existing banks. 

Mr. KVALE. But by implication will it affect those banks 
having less than $50,000 capital so they cannot come under 
the blanket guaranty or insurance of deposits? 

Mr. LUCE. Let me wait until we come to that part of 
the bill. 

Mr. GOLDSBOROUGH. Mr. Chairman, will the gentle- 
man yield that I may reply to the gentleman from Minne- 
sota? 

Mr. LUCE, I yield. 

Mr. GOLDSBOROUGH. I may say it does not adversely 
affect them. 

Mr. KELLER. Mr. Chairman, will the gentleman yield? 

Mr. LUCE. I yield. 

Mr. KELLER. I should like to know if there are any 
figures proving the statement which is so, generally made 
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that the number of failures are greater in small banks than 
in large banks? 

Mr. LUCE. I have not seen them. Only general state- 
ments haye come to my notice. 

Mr. KELLER. I have been trying to get some figures 
along this line for some time but have not been able to, and 
if the gentleman or some member of the committee can 
supply them I shall be pleased to have the facts. 

Mr. LUCE. I shall bear that in mind. 

Then there comes a collateral provision whereby entry of 
new banks into the Federal Reserve System will no longer be 
permitted when there has been cash payment of only 60 per- 
cent of capital, the present law allowing them to make good 
the additional 40 percent out of their earnings from time 
to time. This conforms to the idea that the capital structure 
of our banks ought to be strengthened. 

Again the matter of affiliate relationship appears, the 
next section eliminating from the capital structure the stock 
of other corporations. 

Section 17, on the bottom of page 23, cuts out brokers 
from deposit banking after 2 years; and on the next appears 
the corresponding aspect of that matter, with provision 
about concerns other than brokers, to accomplish the same 
result. 

After a minor provision about interest rates on loans in 
States where laws are lacking, come the provisions for 
reopening closed banks. One of them I wish I had brought 
to the attention of the committee, inasmuch as I should 
hope before we get through with this bill the figure “85” 
on page 26, line 15, will be lowered, for it is going to be diffi- 
cult to secure consent in writing of the holders of 85 percent 
of the deposits and unsecured credit liabilities in a closed 
bank. However, that is a mere detail with which we may 
not concern ourselves now, for if change is found desirable, 
it can be easily made by the conference committee. 

Section 20 is, in my judgment, the best thing in the whole 
bill. It is pretty nearly the only provision in the whole bill 
that puts any teeth into existing law. 

The reasons why we have had so many bank failures are 
not easy to determine, but we know, at least, that one reason 
has been the inability of the Comptroller of the Currency to 
compel banks to conduct their business according to sound 
methods and on right principles. 

All the Comptroller has been able to do has been to slap 
a bank officer on the wrist and gently say, “I wish you 
would not do that again.” Comptrollers have not been able 
to put any punch into their orders. I regard this provision 
of the bill as an attempt to inject more energy into the 
Comptroller of the Currency. I should like to jack up his 
office by giving it more authority, more inspectors, more 
money, with demand that it find out a bank is going to fail 
before it fails. [Applause.] But all that the authors of 
this bill have seen fit to do is to provide that when in the 
opinion of the Federal Reserve agent a director or officer 
shall have continued to violate any law or shall have con- 
tinued unsafe or unsound practices he shall have a trial. 
That trial bids fair to take from 2 to 6 months and so 
does not insure any prompt meeting of the situation. 

It has come to my knowledge that studies have been 
made determining the causes of the bank failures in this 
country over a period of years. They remarkably disclose 
the presence of the same causes. They show that failures 
have been chiefly due to bad banking practices of which the 
authorities knew, or might have known, and which they 
have not stopped. 

In this section we give them a chance to stop these prac- 
tices. I wish the section were a good deal stronger and 
went farther, but I am glad it goes as far as it does. 

Section 21 puts an end to the practice of some of the big 
banks in having a board of directors whose names occupy 
half a letterheading, for publicity purposes, without in 
reality guaranteeing any real responsibility whatever. We 


tell the big banks that they shall not have more than 25 
directors. 

In the next section there is an attempt further to pre- 
vent the interlocking of banks and investment companies. 
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I told you that you would find this scattered all the way 
through. 

Then, there is a section that prevents bank employees 
or officers from having any interest in lending companies, 
and then one that cuts out the double liability of stock- 
holders. 

This provision on double liability cannot and will not 
stand if the bank insurance end of the bill goes by the 
board. The committee has put it in with the belief that 
in case the deposits are insured, there will no longer be 
need for the requirement of double liability. I think the 
committee was influenced in putting in this section by the 
knowledge we all possess that double liability often pre- 
vents getting the help of the best men in the community; 
men who would gladly undertake some of the duties of 
directors or officers if the danger were not so great. Also 
double liability too often brings undeserved loss to the inno- 
cent. These considerations seemed to us to offset any ad- 
vantage that may remain in double liability after the insur- 
ance-guaranty provision goes into force, if it does go into 
force. 

Mr. DUNN. Will the gentleman yield? 

Mr. LUCE. I yield. 

Mr. DUNN. In the gentleman’s opinion, if the bill passes 
in its present form, will the depositors in our banks be given 
a bona fide guaranty that their money will be safe? 

Mr. LUCE. I shall get to that in a discussion of the last 
third of the bill. I am proceeding in the order of the bill 
and shall discuss that question then. 

Mr. HOEPPEL. Will the gentleman yield? 

Mr, LUCE. Yes. 

Mr. HOEPPEL, I just heard the gentleman make the 
statement that all the Comptroller could do would be merely 
to slap these bankers. 

Mr. LUCE. That is what my understanding is. 

Mr. HOEPPEL. Would not the Comptroller have power to 
do more than slap these bankers if in the organization of 
the banks of America the United States held 25 or 50 percent 
of the stock of the various banks? We would not then 
require a bank guaranty law: is not that true? 

Mr. LUCE. That is another question not entering into 
my attempt to explain this bill. 

‘Mr. GREEN. Will the gentleman yield? 

Mr. LUCE. Certainly. 

Mr. GREEN. I was wondering if this committee had 
given consideration to placing a criminal liability upon all 
bank officers in case the bank fails. It seems to me this is 
a question that should have consideration in these times. 

Mr. LUCE. I do not think that has been given consid- 
eration. 

What the bill tries to do is not to punish, but to prevent. 
It does not go far enough in preventing; that is all there 
is to it. 

Now, we come to the second title of the bill, and I desire 
so much to emphasize the third title that I want to hasten 
now and dispose of this whole title about affiliates in just a 
word. 

The affiliates are to be put out of business in 2 years. 
Eighteen pages are given chiefly to the conduct of these 
affiliates within the 2 years. In my judgment, they are 
now so ashamed of themselves or else are making so little 
money that abuse of the affiliate idea no longer exists and 
is not likely soon to be reborn. If I had my own way, in- 
stead of having 19 pages, I would put this into 19 lines, and 
I am not going to give 19 seconds more to its discussion. 
So far as I know it is all right. 

We come now to the important part of the bill, the guar- 
anteeing of deposits. 

Mr. BEEDY. Will the gentleman yield to me a moment in 
order to correct the record? 

Mr. LUCE. Yes. 

Mr. BEEDY. I notice the gentleman said there is no 
Savings bank between Cleveland and the coast. 

Mr. LUCE. Between Cleveland and Sacramento; so I 
have been told. 
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Mr. BEEDY. That is true, with one exception in Minne- 
apolis. 

Mr. LUCE, I am glad to be informed about Minneapolis. 
New England men must have carried the idea there. 

Mr. BEEDY. And I made a misleading statement which 
ought to be corrected. Affiliates, as such—that is, separate 
corporations doing other than a banking business—are taboo 
after 2 years, but holding- company affiliates endure for a 
longer period, under close supervision. 

Mr. LUCE. They do. It is unfortunate that the phrase 
“holding-company affiliates” was used. It confuses two 
things. 

Mr. BEEDY. I agree with the gentleman. 

Mr. LUCE. The essential part of this bill is that it puts 
an end to what we ordinarily think of as affiliates. 

Mr. KELLER. I did not get that and I am very much 
interested in that part of the bill. 

Mr. LUCE. .The 2-year provision applies to only what 
you and I think of as affiliates. It does not apply to holding 
companies which hold the stock of various banks or what 
we ordinarily refer to as group banking or chain banking. 
It does not touch that beyond some control. What the pub- 
lic thinks of as affiliates will go out of existence in 2 years 
and I am quite indifferent about what the provisions relating 
to affiliates are, because I do not think they will amount to 
a hill of beans in the meantime. 

Title III, the deposit insurance corporation, is the con- 
troversial part of the bill.” 

There are men in the country who are gravely appre- 
hensive of doing anything in this direction. 

Your committee differs radically as to some provisions of 

this section. We are expecting in the conference that agree- 
ment will be reached which will give us a better insurance 
bill. For one I have felt that the public is ready for some 
sort of insurance. The public demands it, and inasmuch 
as enactment will at any rate add to the reasons we are 
trying to give why men should once more be confident, I 
am willing to sink any doubts I may have and go along with 
the committee, desiring to have it put. upon record, however, 
that in this measure, as in all the big measures of this 
session, the responsibility is that of the administration now 
controlling the Government. Our position as a minority 
is that we accept but we refrain from endorsing. 
- I wish, however, to preface consideration of the proposal 
with certain observations about insurance. In my time I 
have seen insurance ideas extended far beyond what any- 
body would have dreamed when I first became interested in 
the subject. I have seen each extension met by the same 
objections raised against insurance of deposits—that it will 
encourage carelessness and indifference on the part of those 
protected. 

I remember the fight in my own legislature over the 
Workmen’s Compensation Act. 

I remember one Saturday afternoon I rode out to the 
western part of the State in company with one of my 
fellow legislators who afterward became President of the 
United States. We were good friends. As I sat with him 
I noticed that he was gloomy. At last I turned to him and 
said, “ Calvin, what makes you so glum today?” He was 
then in the senate. He said, They have just killed my 
Workmen's Compensation Act.“ 

That was only 25 years ago, and today there is not a man 
in the United States, in my belief, of any intelligence who 
would ask us to repeal a workmen’s compensation act. 

I have seen insurance extended in every direction, and I 
fail to understand why the depositors in a bank, persons 
who have no opportunity to know, who have in fact no 
knowledge about the interior affairs of the bank, who do not 
know what securities are being bought for the investment 
on their money or anything else about the use of their 
money—I do not see why those people also should not be 
insured against mischance that they cannot guard against 
and prevent. [Applause.] 

But, sir, I recognize the difficulties in the way. I recog- 
nize the fact that undoubtedly strong, prosperous, well-con- 
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ducted banks will have to contribute in some cases by rea- 
son of the weakness of some other banks. That is true of 
all insurance. 

I haye been insured by a life-insurance policy for the 
greater part of my life. I am still here, and I hope someone 
else will not have to cash in on that policy for some time. 
(Laughter and applause.] 

But all these years I have been paying money every quar- 
ter for the benefit of dependents of somebody else less for- 
tunate than myself—somebody who met with accident or 
who was not gifted with equal physical strength to with- 
stand the ravages of time. 

Will you say that there should be no insurance because 
the weak and poor are protected? God help the poor, the 
rich can look out for themselves.” [Applause.] 

So, Mr. Chairman, I am hoping that a sound, prudent 
system may in the end be agreed upon which will carry into 
this field the benefits that insurance has brought in so many 
other fields, 

The main issues here, so far as I can make out, are the 
treatment of the State banks that are not members of the 
Federal Reserve System and that of the closed member 
banks. The latter brings to the surface my sense of fair- 
ness. There are gentlemen who desire this insurance to be 
carried so far that every depositor in every bank that is 
already closed shall receive to the full every penny of his de- 
posits. That is not insurance. That is charity. 

Why should you give to one class of the country and not 
to another? Why should you give to depositors in banks, 
and not give to the merchants who have failed, not give to 
the men who have lost their homes by foreclosure of mort- 
gages, not give to all of the other distressed? Why do you 
make fish of one and fowl of the other? Why draw these 
distinctions, and say because a man had his money in a 
bank, therefore, he shall get back every penny? I claim 
that is unfair, I claim it is unsound, I claim it is unreason- 
able and ought not to be permitted. 

Mr. HOEPPEL. Mr. Chairman, will the gentleman yield? 

Mr. LUCE. Hastily. 

Mr. HOEPPEL. What do you call this lending of money 
on securities which have no value? Is that charity, or is it 
good business on the part of the Government? 

Mr. LUCE. Mr. Chairman, the gentleman is inviting 
me into green fields, where I would like to stray, but un- 
fortunately the hands of the clock persist in traveling, and 
I must limit my attention to the bill as it is. At the mo- 
ment I am objecting to these retroactive provisions. 

There are other parts of this title which, when it is con- 
sidered in detail, I may desire to discuss, but I would use 
the few remaining minutes now at my command to make 
some general observations upon this bill. 

The country has been led to believe we are about to 
revise our banking system so that hereafter there should be 
far less danger of suffering by depositors and injury to 
investors. We have the right to ask whether the assurance 
that this would be done is herein carried out. I maintain 
it is not carried out, that there will be grave disappointment 
when once the people of the land know how little has here 
been done. I would not be so cruel as to say that the moun- 
tain has labored and brought forth a mouse, for that would 
not be true. There are good things in this bill, things that 
ought to become law and that I am confident will become 
law, but it does not go to the heart of the question. The 
heart of the question: you may find in the answer to another 
question, Why do banks fail? 

In the last 10 years one third of the banks of this country 
have failed. One third of all the banks in this country have 
been unable to survive under our banking laws. Thousands, 
yes, millions of our people have been brought to distress by 
our failure to have a safe, sound, defensible banking system. 

This bill does not provide that, it does not face the real 
issue, it does not attempt to answer the question of why 
banks fail; and until that question is answered, you will be 
disappointed. I am not one of those who criticize the Presi- 
dent of the United States for taking the advice of men 
expert in various fields of knowledge. I am a believer in 
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the expert. I ask why the expert is not brought into this 
field. I ask why the President does not bring to his com- 
mand the ablest, the soundest, the most thoughtful, if you 
please, the most progressive men in the United States to 
tell him why, in the preparation of this bill, we have failed 
to meet the issue. 

Such a group of men will find that we alone of all the 
countries in the world persist in the system of unit banking. 
I know that the moment I mention that name I am arousing 
the prejudice of two thirds of the men who are listening to 
me. I may be wrong in thinking that unit banking is one 
of the great causes of our troubles, but let us find out. Let 
us not rely on what has been virtually the snap judgment 
of one of your committees. We have had this session in the 
committee no discussion of that matter worth while. I want 
that question answered. I want to know why it is that there 
are no bank failures in England; why there are next to 
none in Canada; why in all the other countries of the globe 
there are better banking systems than we have; and so, 
whether I arouse the ire of some of my good friends on the 
committee, whether I arouse the ire of others who worship 
at the throne of unit bankers, I insist that this question will 
not be settled right until you have studied it and found out 
all the facts and have ascertained whether it is because of 
unit banking that we have so much suffered. 

By their fruits ye shall know them, and by the fruits of 
a system under which one third of all its financial institu- 
tions go to ruin inside of 10 years—by those fruits certainly 
you may know something is wrong. You may know it 
deserves your study, and that there is nothing of more im- 
portance to the mechants, to the agriculturalists, to the 
industrialists, to the workingmen of this country than the 
discovery of the reason why banks fail. If you will answer 
that question and find out why banks fail, then you will be 
able to provide the remedy. [Applause.] 

I yield whatever time I have remaining to the gentleman 
from Maryland [Mr. Go.pssorovcH]. 

Mr. GOLDSBOROUGH. Mr. Chairman, I yield myself 
the balance of the time. 

The CHAIRMAN. The gentleman is recognized for 16 
minutes, 

Mr. GOLDSBOROUGH. Mr. Chairman, there are three 
parts to this bill. One attempts to dissociate what are 
known as “affiliates” from commercial banks, and for that 
effort Senator GLass deserves the thanks of the Congress 
and the country, because he is the father of that very, very 
important provision of the bill. 

Another part of the bill attempts to regulate the open- 
market operations of the Federal Reserve banks. In that 
provision I am not in entire accord, because it is an attempt 
to prevent the Federal Reserve banks from using their open- 
market operations for the purpose of stabilizing the currency 
of the country. However, as it is written it would, in my 
judgment, be totally ineffective, and therefore is not a serious 
defect in the bill. 

No more important measure for the economic security and 
welfare of the country was ever offered to a legislative body 
than the bank-deposit insurance plan offered in this bill. 

Mr. DUNN. Will the gentleman yield for a question right 
there? 

Mr. GOLDSBOROUGH. I yield. 

Mr. DUNN. Does this bill in its present form give the de- 
positors of the banks of the United States a bona-fide 
guaranty that when they place their money in the bank it 
will be safe? 

Mr. GOLDSBOROUGH. It does. It guarantees all de- 
posits up to $10,000. It guarantees deposits from $10,000 to 
$50,000 to the extent of 75 percent, and all deposits from 
$50,000 upward to the extent of 50 percent. I will say to the 
gentleman who asked the same question of the preceding 
speaker that within the first 60 years of our national banking 
system the entire system lost less than $75,000,000. This 
corporation will have assets of approximately $2,000,000,000. 

Mr. MAPES. Will the gentleman yield there? 

Mr. GOLDSBOROUGH. I yield. 


1933 


Mr. MAPES. Does the insurance corporation or guaranty 
corporation have a first lien upon the assets of a failed bank 
for whatever it must pay depositors? 

Mr. GOLDSBOROUGH. It actually takes over the failed 
bank and sets up a new institution, pays off the depositors of 

. the old bank, keeps the new institution running for 2 years, 
and if the local people want to reestablish the institution by 
buying stock in a new bank, they have 2 years in which to 
do it. 

Mr. MAPES. Can the corporation take all of the assets of 
the failed bank to pay itself for the payments it makes to 
the depositors? 

Mr. GOLDSBOROUGH. Yes; but after it pays off the 
depositors and reimburses itself for what it has to pay off, if 
there is any balance it goes back to the bank, so that it is 
not a money-making proposition. 

Mr. THOM. Will the gentleman yield? 

Mr. GOLDSBOROUGH. I yield. 

Mr. THOM. In the State of Ohio a great deal of our 
saving is through the medium of what is known as “ building 
and loan associations.” As I understand it, the building- 
and-loan association originally implied the idea that a per- 
son had to be a borrower in that institution, but in our State 
persons who are not borrowers and not owners of stock 
deposit their money in the building-and-loan-associations. 

Mr. GOLDSBOROUGH. This does not take care of build- 
ing-and-loan associations. 

Mr. KVALE. Will the gentleman yield for a question? 

Mr. GOLDSBOROUGH. I will yield briefly, but I only 
have a few minutes. 

Mr. KVALE. Will the gentleman discuss the veto power 
which the corporation holds over the action of the State 
banking departments in certifying banks under this act? 

Mr. GOLDSBOROUGH. I will go into that. I only have 
a few minutes, so I must hurry. 

The people of this country and of this world owe a great 
debt to the Chairman of the Committee on Banking and 
Currency (Mr. STEAGALL], who for 15 years, and for 12 years 
to my knowledge, has fought this battle for a bank-deposit 
guaranty. [Applause.] This time this bill will not only 
pass this House but it will pass the Senate and be signed by 
the President and will become a law. 

Now, I will attempt to answer the question asked by the 
gentleman from Minnesota [Mr. KvaLE]. Under the 5-min- 
ute rule the committee will offer two amendments. The 
chairman of the committee will offer an amendment to 
strike out section 3 of the bill; and when section 203, sub- 
section (a), is read, I will offer an amendment. That is the 
subsection that applies to State banks. I wili offer this 
amendment: 

It is not the purpose of this subsection to discriminate in any 
manner against State nonmember and in favor of national or 
member banks, but the purpose is to provide all banks with the 
same opportunity to obtain and enjoy the benefits of this title. 
No bank shall be discriminated against because its capital stock 
is less than the amount required for eligibility for admission into 
the Federal Reserve System. 

Mr. BOILEAU. Where is that to be offered? 

Mr. GOLDSBOROUGH. That will be offered at the end 
of subsection (a) of section 302, at the top of page 55. 

It seemed necessary to allow this corporation to examine 
State banks before permitting them to come into this in- 
surance fund. It seemed necessary to let them continue to 
do it, but we propose to put into the act a rule of interpre- 
tation which shall instruct them that that section is not to 
be used for the purpose of putting the State banks out of 
business, but for the purpose of allowing the State banks to 
enjoy the privileges of that act, under the same conditions 
and circumstances that national banks and member banks 
can do. 

Now, I am going to suggest to the members of the Com- 
mittee that the Chairman of the Committee on Banking and 
Currency has for the last 8 months done, to my certain 
knowledge, the most intensive work on this bill. It would read 
like a romance if I could tell you the tremendous obstacles he 
has had to overcome to get this bill before the House. It is 
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not exactly what he would want. It is not exactly what I 
would want, but it is, in good faith, a workable bank deposit 
insurance bill. It will actually do what it purports to do; 
and an individual in this country who puts his money in the 
bank, if this becomes law, will know that when he wants it 
he can get it out. [Applause.] 

So, please approach the consideration of this bill with the 
understanding that your committee have gone just as far 
as they possibly could in helping the small institution in 
this country, in helping the small depositor; that it was 
extremely difficult to get any sort of legislation to insure 
bank deposits at all. The great bankers of this country are 
all opposed to it. Their power and authority—controlling, 
as they do, the credit of the country—is almost beyond be- 
lief; and it has taken labor, patience, and political strategy 
to getas far with this sort of legislation as we have been able 
to. In order that it may not be defeated, in order that 
nothing may happen to it, I am going to ask the Members 
of this House to vote down any amendment which is not 
supported by the committee. I give you my assurance that 
the committee has gone and will go as far as it can without 
losing the benefits of the legislation entirely, legislation 
which will be such a wonderful step in social service, unprec- 
edented in the history of the world. 

Mr. HOEPPEL. Mr. Chairman, will the gentleman yield? 

Mr. GOLDSBOROUGH. I yield. 

Mr. HOEPPEL. I propose to offer an amendment provid- 
ing that banks may not charge the borrower over 100 per- 
cent more than they themselves pay for deposits. I offer 
the amendment particularly in reference to Postal Savings. 
The banks of America today have over $1,000,000,000 which 
they receive from the Government for 214-percent interest. 
Under this bill they have the right to charge borrowers up 
to 7 percent. I think my amendment ought to be accepted 
prohibiting banks from charging more than 100 percent in 
excess of the cost to them of getting the money they loan. 

Mr. GOLDSBOROUGH. The gentleman, of course, has 
the privilege of offering any amendment he may see fit. As 
I indicated before, the committee has gone as far, and will 
go as far as it can safely go without endangering the life of 
the bill. 

Mr. KVALE. Mr. Chairman, will the gentleman yield? 

Mr. GOLDSBOROUGH. I yield. 3 

Mr. KVALE. Once we embark on the guarantee or insur- 
ance of bank deposits, would it not be advisable to cease 
payment of interest upon Postal Savings deposits? Has the 
gentleman considered the advisability of such a policy? 

Mr. GOLDSBOROUGH. I may say to my friend that as 
soon as the people know their deposits are guaranteed they 
wiil forget all about the Postal Savings System. 

Mr. ZIONCHECK. Mr. Chairman, will the gentleman 
yield? 

Mr. GOLDSBOROUGH. I yield. 

Mr. ZIONCHECK. The gentleman made the statement 
that this insurance corporation would have a fund of 
$2,090,000,000. 

Mr. GOLDSBOROUGH. Nearly $2,000,000,000. 

Mr. ZIONCHECK. Why does this bill require that the 
United States put in $150,000,000 to start this company 
going? 

Mr. GOLDSBOROUGH. The Government has received 
about $750,000,000 as earnings of the Federal Reserve banks. 
It seemed to us it was but fair and right, inasmuch as prac- 
tically the whole country will get the benefits of this act, 
that the Federal Treasury should contribute at least a part 
of the capital. 

Mr. ZIONCHECK. Then it will be a contribution of 
$150,000,000? 

Mr. GOLDSBOROUGH. No; the Government takes stock 
and will be entitled to dividends on its stock. 

Mr. McFARLANE. Mr. Chairman, will the gentleman 
yield? 

Mr. GOLDSBOROUGH. I yield. 

Mr. McFARLANE. Section (e), page 51, provides that 
banks shall subscribe certain amounts, up to one half of 1 
percent of their total deposits. Is any part of this sub- 
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scription to be passed on to the depositors, or is it to be 
solely and wholly paid by the banks themselves? 

Mr. GOLDSBOROUGH. It is to be paid by the banks 
themselves. 

Mr. GLOVER. Mr. Chairman, will the gentleman yield? 

Mr. GOLDSBOROUGH. I yield. 

Mr. GLOVER. The gentleman knows I am for the bill. 
I voted for every bank guaranty bill that has been brought 
up, but will not the gentleman make very plain to us how 
this bill will affect our State banks that are not members of 
the Federal Reserve, banks having a small capital, say, of 
$25,000? 

Mr. GOLDSBOROUGH. They are not required to have 
any particular amount of capital to get in. 

Mr. GLOVER. The only requirement then, is that they be 
liquid and solvent and willing to carry out certain condi- 
tions imposed on them? 

Mr. GOLDSBOROUGH. That is all that is necessary. 

Mr. McFARLANE. Mr. Chairman, will the gentleman 
yield for a further question? 

Mr. GOLDSBOROUGH. I yield. 

Mr. McFARLANE. In the matter of State banks does 
not the gentleman believe that a report of the State bank 
examiner showing the solvency of a State bank should be 
sufficient so that State banks can operate without a lot 
of further red tape in the Department in Washington? 

Mr. GOLDSBOROUGH. This corporation will only have 
two members who are connected with the Federal Reserve 
System and three, the major part, it is provided shall be 
appointed by the President. This would seem to indicate 
that the State banks will not be discriminated against. It 
looks to me as though they will have full and fair oppor- 
tunity to receive the benefit of the insurance fund. 

The CHAIRMAN. The time of the gentleman from Mary- 
land has expired. All time has expired. The Clerk will read 
the bill for amendment. 

The Clerk read as follows: 


TITLE I 


Secrion 1. As used in this act and in any provision of law 
amended by this act— 

(a) The terms “banks”, “national bank”, “national banking 
association, member bank", board“, district“, and “ reserve 
bank shall have the meanings assigned to them in section 1 of 
the Federal Reserve Act, as amended. 

(b) Except where otherwise specifically provided, the term 
“affiliate " shall include any corporation, business trust, associa- 
tion, or other similar organization— 

(1) Of which a member bank, directly or indirectly, owns or 
controls either a majority of the voting shares or more than 50 
percent of the number of shares voted for the election of its direc- 
tors, trustees, or other persons exercising similar functions at the 
preceding election, or controls in any manner the election of a 
majority of its directors, trustees, or other persons exercising simi- 
lar functions; or 

(2) Of which control is held, directly or indirectly, through 
stock ownership or in any other manner, by the shareholders of 
a member bank who own or control either a majority of the shares 
of such bank or more than 50 percent of the number of shares 
voted for the election of directors of such bank at the preceding 
election, or by trustees for the benefit of the shareholders of any 
such bank; or 

(3) Of which a majority of its directors, trustees, or other per- 
sons exercising similar functions are directors of any one member 
bank 


(c) The term “holding company affiliate shall include any 
corporation, business trust, association, or other similar organi- 
zation— 

(1) Which owns or controls, directly or indirectly, either a 
majority of the shares of capital stock of a member bank or more 
than 50 percent of the number of shares voted for the election of 
directors of any one bank at the preceding election, or controls 
in any manner the election of a majority of the directors of any 
one bank; or 

(2) For the benefit of whose shareholders or members all or 
substantially all the capital stock of a member bank is held by 
trustees. 


Mr. WEIDEMAN. Mr. Chairman, I move to strike out 
the last two words. 
WHO GOT THE GOLD 
Mr. Chairman, before the Federal Reserve Act came into 
operation the national banks of the United States kept a 
percentage of their lawfully required gold reserves in their 
own vaults on their own premises. Each national bank kept 
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the remainder of its gold reserve with its city correspondent. 
Gold was widely diffused. There were over 7,000 national 
banks and each one had gold on its premises. The prin- 
ciple of dividing a risk for safety’s sake was well observed. 
Gold circulated freely in those days. It met the constant 


challenge of paper money and insured its prompt and quick - 


redemption. The currency of the United States at that time 
was sound. Now all is changed. United States currency, 
even gold certificates, which are evidences of contract, have 
been pronounced irredeemable. The gold of the United 
States, in a great hoard, is under the control not of the 
Government but of private interests which have unlawfully 
taken it away from the people by currency tricks and low- 
class financial juggling. The blackest page in the history 
of piracy has been written in the United States during the 
past 19 years by the administrators of the Federal Reserve 
Act. To them and to them alone this country owes its ruin. 

Mr. Chairman, gold is the prize as it has always been the 
prize of unscrupulous men. 

Twenty years ago the gold in the vaults of our national 
banks, the gold in the pockets of the people, the gold in the 
cash drawers of our independent business men, and the gold 
in the independent United States Treasury attracted the 
covetous gaze of European financial adventurers. A num- 
ber of them had already fastened themselves down upon the 
United States to batten on our growing wealth. Others 
came and brought the seeds of financial corruption with 
them. The evil central bank lifted its head here. The 
United States had twice risen to cast off the accursed thing. 
The first bank of the United States was unable to obtain 
a renewal of its charter and went out of existence in the 
year 1811. The second bank of the United States, com- 
monly known as Biddle’s Bank, reached the place where it 
dominated the Government and it was from that pinnacle 
of worldly success for itself and ruin for the country that 
Andrew Jackson, almost single-handed, dislodged it. 

WHAT ANDREW JACKSON THOUGHT OF CENTRALIZED BANKS 

In his farewell message to the American people, before he 
went back to the Hermitage, he uttered the following words 
concerning it: 

The immense capital and peculiar privileges bestowed upon it 
enabled it to exercise despotic sway over the other banks in every 
part of the country. From its superior strength it could seriously 


injure, if not destroy, the business of any one of them which 
might incur its resentment; and it openly claimed for itself the 


power of regulating the currency throughout the United States. 


In other words, it asserted (and it undoubtedly possessed) the 
power to make money plenty or scarce at its pleasure, at any 
time and in any quarter of the Union, by controlling the issues 
of other banks and permitting an expansion or compelling a gen- 
eral contraction of the circulating medium according to its own 
will. The other banking institutions were sensible of its strength, 
and they soon generally became its obedient instruments, ready 
at all times to execute its mandates; and with the banks neces- 
sarily went also that numerous class of persons in our commercial 
cities who depend altogether on bank credits for their solvency 
and means of business, and who are therefore obliged, for their 
own safety, to propitiate the favor of the money power by dis- 
tinguished zeal and devotion in its service. The result of the ill- 
advised legislation which established this great monopoly was to 
concentrate the whole moneyed power of the Union, with its 
boundless means of corruption and its numerous dependents, 
under the direction and command of one acknowledged head, thus 
organizing this particular interest as one body and securing to it 
unity and concert of action throughout the United States and 
enabling it to bring forward upon any occasion its entire and 
undivided strength to support or defeat any measure of the Gov- 
ernment. In the hands of this formidable power, thus perfectly 
organized, was also placed unlimited dominion over the amount 
of the circulating medium, giving it the power to regulate the 
value of property and the fruits of labor in every quarter of the 
Union, and to bestow prosperity or bring ruin upon any city or 
section of the country as might best comport with its own interest 
or policy. 

We are not left to conjecture how the moneyed power, thus or- 
ganized and with such a weapon in its hands, would be likely to 
use it. The distress and alarm which pervaded and agitated the 
whole country when the Bank of the United States waged war 
upon the people in order to compel them to submit to its de- 
mands cannot yet be forgotten. The ruthless and unsparing 
temper with which whole cities and communities were oppressed, 
individuals impoverished and ruined, and a scene of cheerful 
prosperity suddenly changed into one of gloom and despondency 
ought to be indelibly impressed on the memory of the people of 
the United States. If such was its power in a time of peace, 
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what would if not have been in a season of war, with an enemy 
at your doors? No nation but the freemen of the United States 
could have come out victorious from such a contest; yet, if you 
had not conquered, the Government would have passed from the 
hands of the many to the hands of the few, and this organized 
money power from its secret conclave would have dictated the 
choice of your highest officers and compelled you to make peace 
or war, as best suited their own wishes. The forms of your 
Government might for a time have remained, but its living spirit 
would have departed from it. 

The distress and suffering inflicted on the people by the bank 
are some of the fruits of that system of policy which is continu- 
ally striving to enlarge the authority of the Federal Government 
beyond the limits fixed by the Constitution— 


Mr. Chairman, these words might have been written yes- 
terday— 


The powers enumerated in that instrument do not confer on 
Congress the right to establish such a corporation as the Bank of 
the United States, and the evil consequences which followed may 
warn us of the danger of departing from the true rule of con- 
struction and of permitting temporary circumstances or the hope 
of better promoting the public welfare to influence in any degree 
our decisions upon the extent of the authority of the general Gov- 
ernment. Let us abide by the Constitution as it is written, or 
amend it in the constitutional mode if it is found to be defective. 

The severe lessons of experience will, I doubt not, be sufficient 
to prevent Congress from chartering such a monopoly, even 
A the Constitution did not present an insuperable objection to it. 
But you must remember, my fellow citizens, that eternal vigilance 
by the people is the price of liberty, and that you must pay the 
price if you wish to secure the blessing. It behooves you, there- 
fore, to be watchful in your States as well as in the Federal Gov- 
ernment. The power which the moneyed interest can exercise 
when concentrated under a single head and with our present 
system of currency was sufficiently demonstrated in the struggle 
made by the Bank of the United States. 

Defeated in the general Government, the same class of intriguers 
and politicians will now resort to the States and endeavor to obtain 
there the same organization which they failed to perpetuate in the 
Union; and with specious and deceitful plans of public advantages 
and State interests and State pride they will endeavor to establish 
in the different States one moneyed institution with overgrown 
capital and exclusive privileges sufficient to enable it to control the 
operations of the other banks. Such an institution will be preg- 
nant with the same evils produced by the Bank of the United 
States, although its sphere of action is more confined, and in the 
State in which it is chartered the money power will be able to 
embody its whole strength and to move together with undivided 
force to accomplish any object it may wish to attain. You have 
already had abundant evidence of its power to inflict injury upon 
the agricultural, mechanical, and laboring classes of society, and 
over those whose engagements in trade or speculation render them 
dependent on bank facilities the dominion of the State monopoly 
will be absolute and their obedience unlimited. With such a bank 
and a paper currency the money power would in a few years govern 
the State and control its measures, and if a sufficient number of 
States can be induced to create such establishments, the time will 
soon come when it will again take the fleld against the United 
States and succeed in perfecting and perpetuating its organization 
by a charter from Congress. 

It is one of the serious evils of our present system of banking 
that it enables one class of society—and that by no means a 
numerous one—by its control over the currency to act injuriously 
upon the interests of all the others and to exercise more than its 
just proportion of influence in political affairs. The agricultural, 
the mechanical, and the laboring classes have little or no share in 
the direction of the great moneyed corporations, and from their 
habits and the nature of their pursuits they are incapable of form- 
ing extensive combinations to act together with united force. 
Such concert of action may sometimes be produced in a single 
city or in a small district of country by means of personal com- 
munications with each other, but they have no regular or active 
correspondence with those who are engaged in similar pursuits in 
distant places; they have but little patronage to give to the press, 
and exercise but a small share of influence over it; they have no 
crowd of dependents about them who hope to grow rich without 
labor by their countenance and favor, and who are therefore al- 
ways ready to execute their wishes. The planter, the farmer, the 
mechanic, and the laborer all know that their success depends 
upon their own industry and economy, and that they must not ex- 
pect to become suddenly rich by the fruits of their toil. 

Yet these classes of society form the great body of the people 
of the United States; they are the bone and sinew of the coun- 
try—men who love liberty and desire nothing but equal rights and 
equal laws, and who, moreover, hold the great mass of our 
national wealth, although it is distributed in moderate amounts 
among the millions of freemen who possess it. But with over- 
whelming numbers and wealth on their side they are in constant 
danger of losing their fair influence in the Government, and with 
difficulty maintain their just rights against the incessant efforts 
daily made to encroach upon them. The mischief springs from 
the power which the moneyed interest derives from a paper cur- 
rency which they are able to control, from the multitude of cor- 
porations with exclusive privileges which they have succeeded in 
obtaining in the different States and which are employed to- 
gether for their benefit; and unless you become more watchful in 
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your States and check this spirit of monopoly and thirst for 
exclusive privileges you will in the end find that the most im- 
portant powers of Government have been given or bartered away 
and the control over your dearest interests has passed into the 
hands of these corporations. 


Thus spoke Andrew Jackson, who destroyed the Second 
Bank of the United States and reestablished in this country 
the financial freedom of the individual according to the 
intention of the founders. 

With the destruction of the Second Bank of the United 
States the golden age of America began. What though 
some people were poor and others were obliged to address 
themselves to mighty tasks for which the means were not 
always sufficient, the United States grew upward. The 
people were united; they became disunited, and then they 
became united again because, as Lincoln said, the Nation 
could not endure “half slave and half free”, and it was 
not written in the stars that a nation “so conceived and 
so dedicated ” should perish from the face of the earth. The 
heroic struggle of the people of the United States from the 
day when Andrew Jackson broke the monopoly of Biddle’s 
Bank by taking United States Government funds out of it, 
thereby delivering the United States from the greatest peril 
that had up to that time beset it, down to the day when a 
monopoly of money and credit was established here by 
means of the Federal Reserve Act, was the golden age of 
the United States. 


DANGEROUS BEASTS MAKE SOFTEST APPROACH 


Mr. Chairman, I have been told that some of the most dan- 
gerous beasts in the jungle make the softest approach. 
Those who approached the American people in order to 
obtain their gold walked softly and spoke with what ap- 
peared to be gentle reasonableness. The American people 
were told that panics would be prevented and that no panic 
would ever happen here again if a part of the reserves of 
our national banks were put into a central pool for use in 
emergencies. The American people were unsuspicious. They 
did not take the trouble to subject the arguments to the test 
of reason. The Federal Reserve Act was passed, and a part 
of the gold reserves of every national bank in the country 
was put into a central pool for the benefit of money lenders 
and foreign and domestic speculators. While this was being 
done a great war broke out. There has been a great deal 
of discussion in regard to the origin of that war. Some say 
that Germany started it; others say that France was waiting 
for it; and still others say that England might easily have 
prevented it. Such discussions always seem to me to be 
beside the mark. I do not think that nations start wars. 
I think that financiers give the signal. I do not find the 
origin of the World War where others look for it. 

The international money lenders intended to finance the 
World War on an inflation of American credit. Several 
events occurred before the murder of the Archduke at Sa- 
rajevo, any one of which might have led to war had the 
bankers been ready with their apparatus for financing the 
feuds of Europe with the labor and the products and the 
wealth and the savings of the American people. Six months 
after the Federal Reserve Act was passed the war began. 

Mr. Chairman, the international bankers were not long con- 
tent with the percentage of gold reserves placed in a single 
pool for their benefit by the Federal Reserve Act. They 
lifted up their eyes to the field and saw that it was white 
for another harvest. On June 21, 1917, using the war as an 
excuse, they had the Federal Reserve Board send to the 
Congress a batch of ill-conceived and disastrous amend- 
ments to the Federal Reserve Act. Of these vicious amend- 
ments I will, at the moment, mention but one. That was 
an amendment requiring the national banks to surrender 
the remainder of their gold reserves to the central pool. 
Concerning this amendment of June 21, 1917, to section 19 
of the Federal Reserve Act, the Honorable Charles A. Lind- 
bergh, of Minnesota, presented a minority report, as follows: 

I cannot join with the Committee in recommending that the 
member banks of the Federal Reserve banks be authorized to 
remove from their own vaults any portion of reserves now re- 
quired of them to be kept in their vaults. I was first to suggest 
in our original committee meetings the reduction of the reserves 
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required to be kept. That reduction was adopted, I supposed, in 
the interest of the localities where deposits are made. But this 
amendment proposes to let the banks remove ail the reserves 
from their vaults. It is admitted to be the purpose, practically 
stated by Mr. Warburg, a member of the Federal Reserve Board, 
that all the lawful money be taken from the country generally 
and placed in the 12 Federal Reserve banks. He stated to the 
Committee, with reference to the proposed amendment, that, if 
rags hit “with the pressure we could place upon them, it would 
done.” 

I took down that statement and later asked Mr. Warburg what 
he meant by “the pressure we could place upon them.” His 
answer indicated that, through the Federal Reserve Board, pres- 
sure would be brought to bear on the banks which would prac- 
tically force them to remove the lawful money from their own 
vaults and place it in their Federal Reserve banks. While the 
banks themselves own the Federal Reserve banks and would profit 
thereby, I do not believe that the smaller country banks would 
be so disloyal to their localities as to take all the lawful money 
of their depositors and centralize it into the 12 Federal Reserve 
cities. 

I was opposed to the orginal bill. I know that many Members 
voted for it under protest, but I doubt that these would have 
voted for it if the bill then had given to the Federal Reserve banks 
all the lawful money. Of course, anyone owning any money 
that is in circulation can get it redeemed. Any bank will accom- 
modate its customers, and also courteously exchange it for others 
than customers as things now are, but if the bank would be re- 
quired to ship currency to the reserve centers and kave these ship 
back lawful money it would incur expense. The people may not 
generally observe whether they have lawful money or not as 
long as it all passes at par, but if they find out, as they will 
and have a right to, that the money left to circulate among them 
is not the best you may find that they will seek the best for the 
very purpose of hoarding. If the Federal Reserve banks are going 
to set the example of hoarding the lawful money, not even the 
bankers could “ peep” if the people followed the example. 

Congress has given to the bankers the exclusive privilege to 
inflate the currency several billion dollars. Nearly one and one 
half billions of dollars are granted to them in the act of August 
4 last. If this amendment is passed, allowing the banks to be 
put in a position where the Federal Reserve Board can “ with the 
pressure it “could place upon them”, force all the lawful 
money into the Federal Reserve banks, they will be able to secure 
from Uncle Sam the issue of still more bank currency. What 
would happen if the whole System were to break down? Who 
would get the lawful money? Do you think it would be the 
plain people, who haye no time to study the different kinds of 
money? Would they be the first to get into the vaults of the 
Reserve banks, which belong to the other banks? No answer is 
needed. We all know who would get it, 

The very purpose of accumulating all this lawful money in the 
central banks is to make it the basis for furthér inflation of 
credit for one thing, and another to enable certain speculators 
to pluck a prize that will be ready when the readjustment from 
the effect of the European war begins. This is the credit that 
the bankers sell, and is in effect backed by Uncle Sam. The plans 
are laid to sell that credit to an enormous extent in order to 
reap interest returns from the borrowers to enrich the profes- 
sional speculators. 

We are approaching the limit, the falling-off place. It is utterly 
impossible to keep the pace. Practically all of us will suffer when 
the break comes. If it should come while the European war is on, 
the interests, as well as those responsible for this kind of legisla- 
tion, will have the good fortune of being able to make the war the 
goat. But in reality the only thing the war has to do with it is 
to hasten the day of reckoning. No country can long withstand 
this drain upon the general population caused by centralized 
wealth through this process of pyramiding credits on which to 
collect interest and in payment seize the products of the toilers. 
After the war there will be a readjustment of world-wide influence. 
The New York bankers and thelr affliated interests everywhere 
are preparing to make a “ ten-strike” in that readjustment. They 
wish to use the capital of the country—that is, the people’s de- 
posits—to accomplish that. That is the purpose of their pressing 
for this amendment, They want to gather all the lawful money 
into their 12 Reserve banks. They want the kind of money they 
can use to buy out the Europeans and make the enormous profits 
that will result. 

That capital may be used by the speculators to make us pay 
dividends and profits on. It will be just that much more to 
offset against the labor of the toiling millions—the “ reasonable 
profits”, as the courts term it. These people figure far in ad- 
vance; so in anticipation of the great rake-off that they hope 
to secure in the near future, they now seek to centralize the 
aggregate deposits of the lawful money belonging to the people 
in order that it may be within their control when the prize is 
ready for plucking. If it were merely a question between our 

tors and foreign speculators, we might prefer the success 
of our own, but why permit them to gather in all of the people's 
lawful money to make the speculation on? 


Mr. Chairman, the more I consider this minority report of 
the House Banking and Currency Committee by our former 
Member, the Honorable Charles A. Lindbergh, of Minnesota, 
the more I admire and respect that man. I regret that he 
died young and that the House lost the benefit of his moral 
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grandeur and intellectual power. There are those who op- 
posed him in this matter who will bear the mark of Cain 
to the day of judgment. He sleeps unsullied—the constant 
champion of the rights of man. 

BIG BANKERS RULE FEDERAL RESERVE BOARD 


The disastrous amendment that Lindbergh denounced was 
suggested and recommended by the Federal Reserve Board. 
It was watched over with jealous care while the bill for iis 
adoption was pending in the Senate and the House. When 
either Chamber departed from the form dictated to it by 
the Federal Reserve Board, the matter was at once called to 
the attention of the legislators. I have read, with a sense 
of acute distaste, some of the communications which were 
prepared and sent to members of the Banking and Currency 
Committee in regard to this and other proposed amendments 
to the Federal Reserve Act by W. P. G. Harding, who was 
at that time the Governor of the Federal Reserve Board. I 
have some of those pages at hand but I will not read them 
because I do not wish to see them reproduced in the 
CONGRESSIONAL Recorp, which is, after all, the journal of a 
legislative body and not the journal of a body which will 
for long suffer itself to be ordered into action by the Federal 
Reserve Board. But I will say that the domination at- 
tempted to be exercised over Congress as shown by those 
communications has been continuously in evidence ever 
since. What the Federal Reserve Board asks for, it expects 
to obtain. The Federal Reserve Board represents the “ invis- 
ible government of the United States. 

INTERNATIONAL BANKERS GOT CONTROL OF GOLD 

Mr. Chairman, by the passage of this disastrous amend- 
ment of June 21, 1917, the private interests which were seek- 
ing to have all the gold in the United States placed in a 
central pool obtained control of all the gold reserves of all 
the national banks in the United States. Thereafter, a part 
of every dollar deposited in a national bank was sent to the 
central pool for the use of discount bankers and specula- 
tors. Mr. Chairman, it was a great mistake to seize any part 
of the gold reserves of our national banks by force of class 
legislation such as the Federal Reserve Act and it was a 
worse mistake to require the national banks to surrender the 
remainder of their gold reserves to the central pool. The 
reserves of the national banks belong to the national-bank 
depositors. With what justice could those bank deposits 
have been arbitrarily taken from the communities where 
they were earned and deposited and have been sent to the 
great gambling center of the American continent to feed 
the maw of international speculation? With what justice 
can the gold reserves of our national banks be left in that 
discount bankers’ gambling pool now that the stucco- 
fronted, holier-than-thou Federal Reserve Board has an- 
nounced the bankruptcy of the Federal Reserve banks? 
Their bankruptcy has been announced by their refusal to 
redeem their special Federal Reserve currency. 

The Steagall bill shows that the Federal Reserve Board 
is incompetent to exercise proper supervision over the Fed- 
eral Reserve banks and that it will cost the Government 
150 millions to cushion their mistakes and to have the 
future losses of national banks transferred to the universal 
goat, the long-suffering American public. Mr. Chairman, it 
is no use to beat around the bush. The Federal Reserve 
System is doomed unless it mends its ways“, and the Wall 
Street bankers know it. The Federal Reserve banks have 
violated their charters. They are bankrupt and as for the 
Federal Reserve Board, which was to have been a “supreme 
court of banking ”, it now presents an almost pitiful spec- 
tacle. A little group of fallible and frightened men survey- 
ing the wreckage of the national banking system of the 
United States! The international money changers may keep 
this Board in the Treasury a while longer, but the day is 
coming when it will have to move out, bag and baggage. 
Mr. Chairman, this issue is the great political question of the 
day. The people of the United States are lining up against 
the creatures of privilege. The people of the United States 
are demanding a return to the Constitution and a return to 
democratic self-government. The party of Jefferson will 
stand with them. The party of Jefferson will stay close to 
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the people in the approaching struggle, and if there is any 
disciple of Jefferson, real or pretended, who does not intend 
to uphold the principles of Jefferson, now is the time for 
him to make other connections. The party of Jefferson can 
dispense with him. 

We cannot have the present Federal Reserve Act and 
the Constitution of the United States operating here at one 
and the same time. The Constitution is a charter of human 
freedom. The Federal Reserve Act is a charter of monopoly 
granted to a special class in direct defiance of the Constitu- 
tion. A certain international banker used to say that if the 
Federal Reserve System ever got into politics that would be 
the end of it. It is in politics now, Mr. Speaker, and it 
is on its way to join the Second Bank of the United States 
on the scrapheap of special privilege. 

{Here the gavel fell.] 

Mr. WEIDEMAN. Mr. Chairman, I ask unanimous con- 
sent to extend my remarks and to include therein portions 
of the minority report of former Representative Lindbergh 
end portions of a statement by former President Jackson 
and to also include excerpts from volume 136, May 20, 1933, 
of the Financial Chronicle, concerning the resignation of 
Eugene Black as Federal Reserve Director at Atlanta. 

The CHAIRMAN. Is there objection to the request of 
the gentleman from Michigan? 

There was no objection. 

Mr. HASTINGS. Mr. Chairman, everybody appreciates 
the importance of the pending bill to provide for the safer 
and more effective use of the assets of banks, to regulate 
interbank control, to prevent the undue diversion of funds 
into speculative operations, and for the guaranty of bank 
deposits. 

The bill contains 76 pages and is divided into three titles. 

I am going to confine my remarks for the most part to 
title III. which deals with the subject of the guaranty of 
bank deposits. 

The committees of the House and Senate have been study- 
ing the provisions of this bill for more than a year, and the 
bill now under consideration is the result of the most care- 
ful study. There is a great number of amendments in- 
cluded in the bill changing provisions of existing law. These 
are extremely technical, and Members of Congress not on 
the Committee on Banking and Currency are unable to give 
sufficient time to a detailed study of these amendments, par- 
ticularly to title I, to intelligently and effectively discuss 
them. Some of them are very far-reaching in effect; but in 
order that one may familiarize himself with any amend- 
ment, he must compare the amended section with the origi- 
nal act and must know the interpretation that has been 
placed upon the original section. This would require much 
time and more than the average Member of Congress could 
devote to the bill. 

In the time allotted to me I want to discuss briefly title 
III, which provides for the creation of a Federal deposit 
insurance corporation and the guaranty of bank deposits. 

I have been advocating the guaranty of bank deposits 
ever since I have been in Congress. There is a Nation-wide 
demand for such a law. The guaranty of deposits is, first, 
in the interest of the general depositors themselves, and 
particularly the smaller ones. When the amount of money 
a small depositor has in a bank is lost, as a general thing, 
he has no other credit, and he therefore suffers a great loss. 
Second, the guaranty of bank deposits is in the interest of 
the shareholders of the bank. 

This bill provides for the establishment of a fund of ap- 
proximately $450,000,000, as follows: The Federal Reserve 
banks are to contribute to the extent of one half of their 
surplus on January 1, 1933, which will amount to about 
$150,000,000. There is to be subscribed for stock $150,000,- 
000, to be appropriated out of Government funds, and the 
banks are required to contribute to the extent of one half 
of 1 percent of their deposits, and this will provide a fund 
of approximately $450,000,000. 

Further provision is made that the corporation may issue 
notes, bonds, and debentures in an amount aggregating not 
more than three times the amount of its capital. This will 
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provide a guaranty fund of approximately 32,000, 000,000. 
In the event a bank is in a failing condition and its assets 
are taken over by the corporation, the depositors of $10,009 
or less are paid in full at once. Seventy-five percent of 
deposits of $50,000 and 50 percent of the amount of deposits 
in excess of $50,000 are paid. 

The bill takes generous care of State banks and permits 
them to take advantage of the law by giving them the same 
privileges of national banks upon compliance with the law 
by the State banks and subscribing for the same amount of 
stock as would be required of such State banks or trust com- 
panies if they became members of the Federal Reserve 
System. There is no discrimination against State banks, 

The States are of course privileged to enact further bank 
deposit guaranty laws for the benefit of State banks, but 
this bill permits both national and State banks to take equal 
advantage of the provisions of this law. There cannot be 
any just complaint of any discrimination against State 
banks. 

I have been fighting for the guaranty of bank deposits 
ever since I came to Congress. Year after year I have in- 
troduced such a bill, and during the present session I rein- 
troduced the bill in a slightly amended form, H.R. 3359. 
This bill would require every bank belonging to the Federal 
Reserve System to furnish surety bonds for the protection 
of its depositors. In my State, and I assume this is true of 
all States where a bank is designated as a depository for 
public funds, such as Federal, school, county, city, State, 6r 
Indian funds, it is required to give a surety bond or to deposit 
certain securities, such as Government, State, or municipal 
bonds, to protect these special deposits. I have frequently 
stated, and want to restate it now in order to emphasize it, 
that I have never seen any difference in principle in requir- 
ing a bank to guarantee the deposit of public funds, such 
as I have indicated, and those of the general depositors. 

The bill which I have introduced would require each bank 
to insure its own deposits by furnishing a bond of 25 percent 
of the total or aggregate amount of the general deposits, 
exclusive of interest-bearing time deposits. The Comptrol- 
ler of the Currency reports for the year 1927, in his annual 
report for that year, page 17, as follows: 

The average percentage of dividends paid on claims proved 
against the 706 receiverships that have been finally closed was 
74.74 percent. Had offsets, loans paid, and other disbursements 
been included in this calculation the disbursements to creditors 
would show an average of 80.95 percent. 

For this reason I thought that a bond of 25 percent would 
in all but extraordinary cases be sufficient to cover the loss 
and pay the depositors of any bank. However, I appreciate 
that during this great emergency, when banking structures 
have been crumbling, that it will perhaps be impossible for 
the banks at present to comply with such a law to make 
bonds in the sum of 23 percent of their total deposits. 
That could have been done when my bill was first in- 
troduced 10 years ago, and I think in normal times that the 
bill I have introduced is sound in principle and should be 
enacted into law. Every man insures his own property, his 
own life, and pays his own premiums. I think when the 
depression is over that we should enact a law requiring each 
bank to take out its own insurance for the protection of its 
general depositors. 

I appreciate that this cannot perhaps be done at the pres- 
ent session, and I am therefore in favor of the provision in 
the bill creating a Federal deposit-insurance corporation. 
This bill will do more to restore confidence throughout the 
country than any other bill pending in Congress. It has 
been stated over and over again that unreasoning fear has 
seized hold of the people of the country and caused them to 
withdraw their money from the banks and hoard it, thus 
taking it out of circulation. This reduces the circulating 
medium to the extent of the amount hoarded. If this bill is 
enacted, all depositors great and small would redeposit their 
money in the banks because they know it would be safe. 
This would increase bank deposits greatly and from the use 
of the increased deposits the banks will be able to earn more 
than the one half of 1 percent of their aggregate deposits 
assessed against them. s 
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If this bill is enacted, there will be a closer supervision 
over the banks and there will be fewer failures. When a 
bank fails there is not only a serious loss to the depositors 
but the general business of the community suffers, and, of 
course, the direct loss falls upon the shareholders of the 
bank, In my judgment it is short-sighted policy for the 
banks to oppose the payment of one half of 1 percent of 
their deposits when by so doing they are assured of addi- 
tional deposits and increased loans, 

In 1913 the banks of the country fought the enactment of 
the Federal Reserve Bank Act but later appreciated that it 
was a mistake and that the system properly administered 
was in their interest. As has been stated here today, much 
depends upon the administration of the law. We must and 
should assume the law is to be honestly and sympathetically 
administered, and if this is done it will do more to restore 
confidence than any other legislation we are to enact during 
this session of Congress. 

There may be some provisions of the bill which need 
amending. I have not been able to study and analyze all 
of them. If the bill is enacted, undoubtedly when it is being 
administered it may be found that other amendments are 
necessary to be made during the next session of Congress. 
However, let me say that this bill is a step in the right 
direction, and that I most heartily favor and approve this 
or any other bill that has for its purpose the guaranty of 
general bank deposits. Unfortunately, more than one third 
of our banks have failed within the last 5 years. This of 
itself shows the necessity for the enactment of this bill. 

Mr. BROWN of Kentucky. Does the gentleman know 
how the rate in this bill compares with the rates of bonding 
companies? 

Mr. HASTINGS. I do not know what rates the bonding 
companies would charge such insurance now under present 
conditions. 

Mr. BROWN of Kentucky. They do not do that now. 

Mr. HASTINGS. For that reason the provisions of my 
bill could not be enacted and made effective during this 
period of depression; but when first introduced, and before 
the depression, it could have been, and when normal busi- 
ness conditions are restored each bank should guarantee its 
own deposits. In further answer to the gentleman from 
Kentucky, I think the rate charged by insurance companies 
was about one half of 1 percent. 

Mr. GREEN. Mr. Chairman, I move to strike out the 
last three words. I am interested in an amendment which 
a member of the committee, Mr. GOLDSBOROUGH, may soon 
offer to the bill, which purports to permit State banks to 
come under the provisions of the bill. I do not think we 
could enact any bill that would be more pleasing to the 
people of the country than a bank insurance law. This is 
a crying need, and the American people demand it. 

It is impossible to enumerate all the injustices and hard- 
ships that have been brought about through bank failures. 
|I hope this amendment of Mr. GoipssorovcH will be so 
| worded that there will be no question that the State banks 
can avail themselves of the privilege of coming under this 
law, if they so desire and meet the assessments which will 
be required. 

The bill as passed last year in the House provided for 
this very thing; but if it is left to a Federal Board to admin- 
ister, I am afraid we will find ourselves in the same predica- 
ment that we have been in with some of the Federal bureaus 
and agencies now in existence. These bureaus rarely meet 
the needs or wishes of the people, unless they are expressly 
so commanded. 
| So I hope the amendment will be so worded that it will 
be mandatory that if the State banks meet the assessment 

requirements, they can and must be admitted, rather than 
| to leave it to the discretion of thè board. 

This is a serious situation with which we are confronted. 
Banks have been closed up, fortunes of the rich and pennies 
of the poor carried away, destroyed, or even stolen. Imme- 
diately after the collapse of the real-estate boom in my 
State our citizens lost millions of dollars in deposits, with no 
recourse, and our people have not even yet been able to 
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overcome these adversities, losses, and hardships. Life say- 
ings, checking deposits, charity funds, church funds wiped 
out alike, leaving many destitute and almost desperate. 

It is time that we pass a law so secure that when a man 
puts his money in a bank he will know for sure that when 
he comes back it will be there the same as he does when 
he deposits in his own post office. [Applause.] It is only 
fair and just that our citizens be protected from the unwise, 
the unscrupulous, and dishonest. 

There is no reason why one man should take another’s 
earnings and use it in wild speculation and also lean it to 
others unable to pay. This abuse of the American people 
must cease. Deposits must either be insured or guaranteed 
or the amount of loans regulated in proportion to capital 
stock and surplus. This swindling of the American people 
must cease. Why, the former officials of closed banks are 
even trying to commit self-destruction. They dread to face 
the story of their own mismanagement and probable theft. 
The Congress should and can successfully regulate and con- 
trol banking. I do not indict all bankers; some are honest 
and possess the greatest integrity. In some instances it is the 
system and the economic conditions and not the individual, 
but there have been those who handle depositors’ money in 
a way that they would not handle their own. I hope this 
bill will put a stop to this orgy of speculation with depositors’ 
funds thoughout the United States and make safe in the 
future our bank deposits. [Applause.] 

Mr. SISSON. Mr. Chairman, I rise in opposition to the 
pro-forma amendment. I am in favor generally of all the 
provisions of this bill, as a member of the committee, and I 
want to add my humble testimony to the great amount of 
work that has been done on the bill by the Chairman of the 
Banking and Currency Committee of the House and by sev- 
eral of the other members of the committee, both majority 
and minority. Only one thing, in my opinion, has been 
standing between the people of this country and their being 
pushed over the brink, perhaps into a communistic state, 
and that is the confidence and the credit, if you please, the 
people have had, and I hope still have in the Government of 
the United States. That is one of the reasons, and it is rea- 
son enough, why I am for the deposit-insurance features of 
the bill, which have been discussed here today and which I 
will not now attempt to rediscuss. 

I call the attention of the House to section 309, page 75, 
of the bill, for which I, perhaps, more than any other mem- 
ber of the committee, was responsible. That is the section 
which forbids a bank from engaging in the business of 
operating an insurance agency. I come from up-State New 
York. I was born and brought up on a farm. I am familiar 
with the little village and hamlet, and in every one of those 
places, as well as in the larger towns and cities, you will find 
an insurance agent who is capable of and who does honestly 
advise his clients with regard to all forms of insurance. 

To allow any bank to engage in the business of local insur- 
ance is to subject that man who maintains an office and 
who pays a tax to unfair competition. Besides, writing and 
selling insurance is not a proper function of a bank. I think 
that is so obvious that further argument on my part is 
unnecessary. 

The gentleman from North Carolina [Mr. Hancock] will 
offer an amendment to this section, which has been con- 
sidered, and with which I may say in advance I agree. I 
hope that the entire bill will be passed, and I hope particu- 
larly that this section will not be weakened or emasculated, 
though I am in favor of the amendment of the gentleman 
from North Carolina. It is in the interest of protecting the 
man who is expert in his line of business. I refer to a 
general insurance agent. It is in the interest of protecting 
him against unfair competition. Perhaps there are other 
Members of the House of Representatives who have had 
the experience of going to a bank and trying to get a loan, 
or a note renewed, and who have in that way learned of the 
credit pressure that can be put upon one. That is why 
I am in favor of this, and I am in favor of those who are 
in need of insurance in any of its forms being given the 
advice of disinterested experts. [Applause] 
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Mr. GLOVER. Mr. Chairman, and gentlemen of the com- 
mittee, in my opinion, this is one of the most important 
pieces of legislation that has come before this Congress or 
that could come before it. The country is looking for this 
kind of legislation. The return to normalcy, the return 
back to business prosperity, is dependent largely upon legis- 
lation of this kind. People want to know when they put 
their money in a bank, where it may be used, that it is 
absolutely safe. As it is now, the banks have lost confidence 
in the people and the people in the banks, and as a result 
of that condition we have banks transacting practically no 
business at all. When you pass this bill and insure the de- 
positors of men and women who have saved their earnings, 
it will go into the banks at once. It is now hiding away. 
You cannot blame them for it. Take the bank failures we 
have had in the United States for the last 3 or 4 years, and 
especially for the last year. Who can blame the individual 
who has a little hard-earned money for getting a lockbox 
and hiding his money away. If he puts it in a bank, he 
does not know whether the bank will fail or not. When 
this is passed, you are going to find that all that money will 
flow back into the banks that is now hidden away, and then 
you will have money to carry on the business of our country. 
Not only that, but you will have men willing to invest in 
bank stock. A man who has good judgment and knows how 
to use his money is very slow to purchase bank stock any- 
where at the present time. The truth of the matter is that 
in the smaller banks nobody would care to invest at all, 
because if the bank fails they would be called upon for a 
double assessment, just as they have recently through a 
court decision in my district, where my friends had to pay 
$40,000 on a double indemnity. When this legislation passes, 
there will be none of that. When this is passed and our 
banks get under this law, my opinion is that we will have 
very few bank failures thereafter, for the reason that this 
will bring them under careful and close supervision of those 
who understand and know a good banking business. And 
we ought to have that kind of business or we ought not to 
have any at all. 

I am vitally interested in that part of this bill which 
permits our State banks that are not under the Federal 
Reserve to come in under this protection. I do not want to 
support any kind of national legislation that would crush 
out our smaller banks in the States, that are serving a useful 
purpose in every community in which they undertake to 
function. I want to help them, and this bill will help them. 

Mr. McGUGIN. Will the gentleman yield? 

Mr. GLOVER. Yes; I yield. 

Mr. McGUGIN. Does the gentleman have any idea that 
this bill will do anything other than close out State banks 
which have small capital surplus? 

Mr. GLOVER. Oh, I am not alarmed as the gentleman 
is on everything that comes up. [Laughter and applause.] 
I have confidence in the administration of this act. I be- 
lieve that under the administration of the bill we are now 
considering, these banks will be taken care of; that is, those 
that are liquid. I do not believe any other kind of bank 
ought, to receive a man’s deposits at all. If it is not in a 
solvent condition, they have no right to hold out ta the public 
that they are solvent and receive the funds of individuals, 
and then fail possibly the next day. With this kind of re- 
striction over them, that condition will not prevail. I think 
this will mean that many of the banks that are now closed, 
which can come under the provisions of this bill, will come 
back into active operation [applause], and we will have 
prosperity come back to this country. I am supporting it on 
that ground. [Applause.] 

The CHAIRMAN. The time of the gentleman from Ar- 
kansas [Mr. Giover] has expired. ; 

Mr. GLOVER. Mr. Chairman, I ask unanimous consent 
to proceed for 1 additional minute. 

The CHAIRMAN. Without objection, it is so ordered. 

There was no objection. 

Mr. GLOVER. I have the utmost confidence in the Chair- 
man of the Committee on Banking and Currency as well as 
the committee which has drafted this bill. I know very 
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little about banking myself. I know how to struggle to get 
out of the red when I get there, and that is about my knowl- 
edge of banking; but I do know the effects of banking as well 
as anybody, and I believe that the committee which has 
studied this bill has studied it carefully, and I am going 
along with the committee on the bill and I hope to see it 
enacted into law and signed by the President and in opera- 
tion within the next 10 days. [Applause.] 

The CHAIRMAN. The time cf the gentleman from Ar- 
kansas has again expired. 

Mr. McGUGIN. Mr. Chairman, I move to strike out the 
first word. 

Now, in considering this bill that which counts is that 
which is written into the bill, not that which here is glibly 
spoken, and I invite the attention of the members of the 
committee to page 22. 

Section 5138 provides that no bank shall be given a na- 
tional charter in a town of less than 6,000 population, ex- 
cept that its capital stock be not less than $50,000. 

Then on page 23, the very next page, it specifically pro- 
vides: 

No applying bank shall be admitted to membership in a Federal 
Reserve bank unless it possesses a paid-up unimpaired capital 
sufficient to entitle it to become a national banking association 


in the place where it is situated, under the provisions of the 
National Bank Act, as amended. 


That means clearly that no State bank anywhere in the 
United States can enter the Federal Reserve, after the en- 
actment of this law, unless it has a capital of at least 
$50,000. Now, where does that leave the ordinary country 
bank in Arkansas or Kansas or the other agricultural States, 
when it comes to a State bank’s applying for membership in 
the Federal Reserve? 

Mr. PATMAN. Will the gentleman yield for a question? 

Mr. McGUGIN. No; I cannot yield now. I will later. 

Let us turn over to title III, page 53. Section 302 is a 
joker section as it stands now, and is lulling State banks into 
destruction if this body permits this bill to be enacted with 
this section as it now stands. It provides first that State 
banks shall come in upon certification of the State author- 
ity, but then it follows with these words, “After examination 
by and approval of the Corporation.” Why these additional 
words except to trap the State banks into eternal destruc- 
tion, and force a 1-bank system in this country? Why these 
words “after examination by and approval of the Corpo- 
ration”? Why not let it stand with the provision that State 
banks shall enter upon a certificate of solvency from their 
own State authority? 

Let us go on down to line 7 on page 54: 


The Corporation is authorized to prescribe rules and regula- 
tions for the further examination of such bank or trust company. 


It follows as night follows day that that corporation, in 
the fullness of time, is going to lay down rules equal to 
entrance into the Federal Reserve System, because this de- 
posit-guaranty fund is set up primarily for Federal Reserve 
member banks. 

Go a little farther down, in line 13: 

If at any time the board of directors of the Corporation is of 
opinion that any such State bank or trust company has failed to 
comply with the provisions of this title applicable to such State 
bank or trust company or that the continued participation by 
any such State bank or trust company is detrimental to the safe 
and economical carrying out of the duties of the Corporation 
under this title. 

All of those who are for this bill insist that no bank is 
safe unless it is a member of the Federal Reserve System or 
has a capital stock of $50,000 or more. If that is not true, 
why do you write it into the act that a bank cannot enter 
the Federal Reserve System unless it has a minimum capi- 
tal of $50,000? Obviously, because you do not think it is a 
sound bank, but you leave it in the power of this corporation 
which will administer this insurance fund, to provide rules 
and regulations, and to by its arbitrary order, drive State 
banks from that fund whenever in its judgment it is unsafe 
for the corporation to leave the bank in it. 

There is no excuse for Members of this Congress to stand 
here and sugar coat their words to the agricultural States, 
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and permit this crucifixion of the State banks. Those of 
you who do it, saying you are trying to do something for the 
State banking system of this country, are either not reading 
this bill or you are betraying the State banks of this coun- 
try. It ill-behooves a Democratic Congress to surrender 
State sovereignty to the extent that a State cannot pre- 
scribe its own banking system without bowing to the dic- 
tates of a Federal agency. [Applause.] 

The CHAIRMAN. The time of the gentleman from 
Tansas [Mr. McGuern] has expired. 

Mr. BEEDY. Mr. Chairman, I rise in opposition to the 
pro forma amendment. 

Mr. Chairman, in the spirit of calm deliberation let us 
get our facts straight. There is not any question about this 
fact. Under the terms of this bill any bank which is not 
now in existence and which proposes to organize and to 
become a member of the Federal Reserve System must have 
a capital stock of at least $50,000. But any State bank now 
in existence with a capital of $25,000, if it is a sound bank 
and will submit to a proper examination by this corporation 
which is undertaking to insure the bank’s deposits, can par- 
ticipate in the benefits of this insurance provision. [Ap- 
plause.] 

Why do we set a limit of $50,000 as the necessary amount 
of capital for banks hereafter to be organized to become 
members of the Federal Reserve System? To destroy State 
banks? Certainly not! I do not suppose there is any man 
in this Chamber who represents a State with more small 
State banks according to population than I. Why do I 
vote to support this proposal? 

Let me read you some figures: 10,500 banks, in round 
numbers, with $5,000,000,000 of deposits, failed between 1921 
and 1932. Eighty percent of them were nonmember banks, 
with average deposits of only $350,000. Ninety percent of 
them were situated in towns of less than 25,000 people. 
Sixty percent of them were in towns of less than 10,000 
people. Fifty-nine percent of them had a capital of less 
than $25,000. Only one quarter of 1 percent of them had a 
capital of more than $1,000,000,000. Eighty-five percent of 
them, unfortunately but most lamentably the fact, 85 per- 
cent of them were State banks. Seventy percent of all the 
loans by the Reconstruction Finance Corporation were made 
to State banks. 

This $50,000 capital stock provision, my friends, was writ- 
ten into this bill in order that this country might be saved, 
so far as human foresight by a single provision can save it, 
from a repetition of this bank calamity we have just ex- 
perienced. [Applause.] 

This afternoon a friend of mine, a Member of this Con- 
gress from the Second District of Maine, was discussing the 
pending bill with me. He is an insurance man and is capa- 
ble of offering pertinent suggestions relating to the insur- 
ance-of-deposits section of this proposed legislation. 

He said: 3 

Did it over occur to you that it is a very wise and reasonable 
provision that the deposit-insurance corporation, if it is to in- 
sure bank deposits, should be given the right to examine the bank 
applying for insurance? Did you ever apply for life insurance 
when the insurance company did not subject you to a physical 
examination? 

Why should not this corporation have the right to exam- 
ine the banks whose deposits it is asked to insure? 

Mr. Chairman, when this matter is approached in the 
calm light of reason it will be seen that the provisions of 
this bill so far as it goes are substantially sound. Every 
member of this committee has done his best to bring to this 
House a sensible and sound proposal for the modification of 
our banking laws. 

Mr. McGUGIN. Mr. Chairman, will the gentleman yield? 

Mr. BEEDY. I yield. 

Mr. McGUGIN. The gentleman will concede, however, 
that the set-up is essentially a Federal board and the State 

` of Maine will have nothing to say about it. 

Mr. BEEDY. But the State of Maine is not undertaking 
to insure the deposits of banks throughout the country. The 
deposit-insurance company, if this bill becomes law, must 
undertake the responsibility of insuring deposits. Its board 
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of directors will be appointed by the President of the United 
States, and surely no President would ever think of appoint- 
ing to this board of directors any but public-spirited men, 
men of sound judgment, whose sole aim will be to deal justly 
with any bank seeking to protect its depositors. I have 
faith to believe that the present President of the United 
States will appoint the right kind of men. 

Mr. McGUGIN. Mr. Chairman, will the gentleman yield 
for a further question? 

Mr. BEEDY. I yield. 

Mr. McGUGIN. Does the gentleman take the position that 
when the State banking department of Maine issues a cer- 
tificate that a Maine bank is solvent, that that is not 
sufficient and that the gentleman’s own State banking de- 
partment is not dependable but that dependence must be 
placed upon a Federal board to make this examination? 

Mr. BEEDY. That is all right as far as it goes, but I 
repeat that the State banking department of Maine is not 
guaranteeing to insure the deposits of the banks and this 
corporation set up by the Federal Government is. [Ap- 
plause.] It is a responsibility and obligation assumed in 
pursuance of Federal law, and the Federal agency should 
have the right to demand the examination. 

Mr. KELLER. Mr. Chairman, will the gentleman yield? 

Mr. BEEDY. I yield. 

Mr. KELLER. It will be an American board, will it not? 

Mr. BEEDY. I have faith enough in the present Presi- 
dent, or any President, regardless of the party to which he 
may belong, to believe that such will be the case. 

Mr. KVALE. Mr. Chairman, will the gentleman yield? 

Mr. BEEDY. I yield. 

Mr. KVALE. Does not the gentleman believe that the 
powers this corporation is to exercise should be circum- 
scribed a little more closely so we will have some definite 
assurance that these $25,000 sound banks will not be ruled 
out? 

Mr. BEEDY. I may say to the gentleman from Minne- 
sota that the aim of this corporation must of necessity be to 
make the insurance feature helpful, and to do so it must 
admit as many sound banks as possible. Unsound banks 
are not entitled to impose the hazardous burden of insured 
deposits upon any institution which aims to make the insur- 
ance of deposits a success by admitting only those banks 
whose moneys are reasonably safeguarded by sound manage- 
ment. 

[Here the gavel fell.] 

The pro forma amendment was withdrawn. 


DESTROY SMALL BANKS 


Mr. PATMAN. Mr. Chairman, I move to strike out the 
last two words. 

Mr. Chairman, in connection with the closing of so many 
banks in the last 12 years, during the time that Mr. Mellon 
was Secretary of the Treasury, I desire to invite the gentle- 
man’s attention to the fact that it is my belief, and I think 
this belief is corroborated and substantiated by sufficient 
facts, that there was a deliberate attempt on the part of 
Mr. Andrew W. Mellon and his Comptroller of the Currency 
to destroy the small banks of this country. 

I think they issued plenty of rules and regulations which 
had for their purpose the destruction of the small banks of 
the country. In this connection, it will also be interesting, 
possibly, to the Membership of the House to know that the 
Mellon fortune increased from just a relatively small 
amount before the World War to owning and controlling 
about $2,000,000,000 at the close of the World War to the 
enormous sum of $7,990,000,000 at the time he left the 
office of Secretary of the Treasury and ran off to England. 

MELLON WEALTH $7,990,000,000 

I invite your attention to a well-written article by one of 
the writers for the World’s Work magazine, Mr. William 
Preston Beazell, in which he describes the value of the 
Mellon fortune. He names the companies that are owned 
and controlled by Mr. Mellon and his family, and the total 
resources of these companies aggregate not $8,000,000,000, 
but $7,990,000,000. This is equal to 
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Mr. BEEDY. Mr. Chairman, I am not particularly fond 
of these big fortunes and I do not care to defend Mr. Mel- 
lon, but I think under the 5-minute rule we ought to confine 
our remarks to the bill. This is an intricate, technical bill. 

Mr. PATMAN. I think it ill becomes the gentleman from 
Maine, after taking up as much time as he has taken up this 
afternoon, to object to anyone talking on a subject which is 
so closely related to the bill and in answer to what the gen- 
tleman himself has discussed. 

Mr. BEEDY. I try not to take up too much time, and I 
am sorry if I have taken up too much of the time of the 
House. 

Mr. PATMAN. In fact, I can bring the remarks within 
the rule. : 

Mr. BEEDY. Mr. Chairman, I shall insist on the point of 
order. 

The CHAIRMAN. The gentleman will proceed in order. 

Mr. PATMAN. The fortune I have mentioned is twice as 
much money as the average amount of money that has been 
in circulation during the past 3 years, or at least twice the 
average amount in circulation. It is twice all the gold in 
the United States and is equal to two thirds of all the gold 
in the entire world. It is equal to one half the value of all 
the property in the United States in the year 1860. It is 
equal to twice the value of all agricultural products sold in 
America by all producers during the year 1932; equal to en- 
tire value of all property in Texas or all property in Alabama, 
Mississippi, and Georgia; or all property in Maryland and 
Virginia; or all livestock, farm implements, and machinery. 
It is nearly twice the expenses of the Federal Government in 
1 year. 

Mr. LUCE. Mr. Chairman, I rise to a point of order. Mr. 
Chairman, having used more time in the House today than 
any other Member I feel qualified to accept all the gentle- 
man’s comments in this matter. We want to get through 
this bill today if we can. It is doubtful if we can, but we 
would like to do it, and I am quite willing to take whatever 
responsibility may come to my shoulders for protesting 
against using up time on matters not pertinent to the ques- 
tion now at issue. 

The CHAIRMAN. Debate under the 5-minute rule is con- 
fined to the bill. The gentleman will proceed in order. 

Mr. PATMAN. This is on the question of breaking these 
banks and Mr. Mellon was then Secretary of the Treasury 
and caused them to break. More than 10,000 banks closed 
their doors while he held that position. 

Mr. LUCE. Mr. Chairman, I rise to a point of order. 

The CHAIRMAN. The gentleman will state his point of 
order. 

Mr. LUCE. That a discussion of Mr. Mellon is not perti- 
nent to the question before the House. 

Mr. PATMAN. Mr. Chairman, I am talking about closed 
banks and this is what the gentleman from Maine talked 
about. 

1 CHAIRMAN. The gentleman will confine himself to 

e bill. 


BIG BANKS VERSUS SMALL BANKS 


Mr. PATMAN. This is in connection with banks and 


banking legislation and answering the gentleman from 
Maine [Mr. Beeny]. I want to invite your attention to how 
the big banks fared during this time. The gentleman from 
Maine [Mr. Berpy] has told you about how the little banks 
got along and I want to tell you something about the big 
ones. 

You take the Union Trust Co., a Mellon-owned and a 
close corporation in Pittsburgh; it is capitalized at $1,500,- 
000. During the period of time that the gentleman from 
Maine was talking about, from 1921 to 1932, it has been 
paying dividends amounting to 206 percent a year. 

Mr. LUCE. Mr. Chairman, I insist on the point of order. 

Mr. PATMAN. And in addition to that, placing aside 

The CHAIRMAN. Debate under the 5-minute rule is con- 
fined to the bill. The gentleman will confine his remarks 
to the bill. 

Mr. PATMAN. Mr. Chairman, of course, I feel this is 
closely related to the bill and is in connection with the sub- 
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ject matter and is in answer to what the gentleman from 
Maine [Mr. Beeny] said about the small banks that were 
compelled to go out of business—10,000 of them during the 
last 12 years. He did not say during the reign of Mr. 
Mellon, but I want to make it plain that it was during the 
time Mr. Mellon was Secretary of the Treasury [laughter], 
and I should also like to make it plain why the little banks 
were taken out of business and why the big banks made 
200 percent profit during a like period. The Mellon bank 
paid over 200 percent in annual dividends during this period, 
also set aside what was equal to 600 perceht annually to 
surplus or 400 percent a year. 

Mr. LUCE. Mr. Chairman, I insist on my point of order. 

The CHAIRMAN. The point of order of the gentleman 
from Massachusetts is well taken. The amendment before 
the House is to strike out the last four words. The gentleman 
will proceed in order. 

UNFAITHFUL TRUSTEE 

Mr. PATMAN. The last word is “trustees” and you 
know Mr. Mellon was a trustee for the people of this Nation 
[laughter], and it was his duty and obligation to represent 
the people and not represent his own special and private in- 
terests. You cannot go into any of these public buildings 
that were constructed during the time he was Secretary of 
the Treasury and not find all kinds of aluminum. [Laughter 
and applause.] Mellon produced, Mellon sold at Mellon's 
price to Mellon for the United States Government. 

Mr. LUCE. Mr. Chairman, I rise to a point of order and 
desire to be heard on the point of order. 

The CHAIRMAN. The gentleman will state his point 
of order. 

Mr. LUCE. Orderly conduct of the proceedings of the 
House calls for a Member of the House to comply with the 
direction of the presiding officer. If the Member insists 
upon disregarding that direction, he not only brings the 
procedure of the House into disrepute but he wastes the 
time of the House. Believing the members of the com- 
mittee in charge of the bill desire that the debate shall be 
confined to the bill for the common convenience and for the 
benefit of all the Members, it seems to me appropriate to 
ask that the Chair enforce its ruling. 

Mr. McFARLANE. Mr. Chairman, I make the point of 
order that the gentleman is not talking to his point of order, 
but is making a speech that we do not care to listen to. 

Mr. PATMAN. Mr. Chairman, I assure the gentleman 
from Massachusetts that I have covered all I desire to say, 
and, Mr. Chairman, I ask unanimous consent to revise and 
extend my remarks in the RECORD. 

The CHAIRMAN. Is there objection? 

There was no objection. 

UNION TRUST CO. OF PITTSBURGH—ANDREW W. MELLON’S BANK 

Mr. PATMAN. It was organized by him and owned by 
him ever since. 


Capital Undivided 

Stock Surplus profits 1 Dividends 

* $250, 000 $2, 764.00 

#950, 000 33, 833. 71 
250, 000 35, 184. 43 
2650, 000 49, 117,92 | 6 per cent 
250, 000 63, 612. 56 Do. 
PRA GOUT E SA TETOS Do. 
250.000 ———— 101,497.73 Do. 
250; 000 271,732.17 Do. 
500,000 | $500,000 384, 168. 66 Do. 
500,000} 500,000 669; 558. 14 Do. 

1,000,000 | 5,978,100 | 486, 646, 46 Do. 

1, 500, 000 | 16, 000,000 | 713,131. 82 | 60 per cent. 

1,800,000 | 16, 000, 000 | 1, 835, 760. 41 | 60 percent, 6 percent 

extra. 

1,500,000 | 20,000,000 | 689, 698. 52 Do. 

1, 500, 000 | 22,000,000 | 678, 703. 45 Do. 

1; 500, 000 | 23,000; 000 | 1, 081, 569.7 Do. 

1; 500, 000 | 24, 000, 000 | 926, 971. 45 Do. 

1, 500, 000 | 25, 000, 000 | 1, 204, 598. 18 Do. 

1, 500,000 | 26, 500,000 | 571, 180.22] Do. 


1 Capital paid in, $125,000. 

? Figures are taken for the years 1892 (the earliest available) to 1917, from the Annual 
Report of the Superintendent of Banking, Pennsylvania; for the years 1918-23, from 
the Bankers Encyclopedia; for the years 1924-26 from Poor's 1926 Volume on Banks; 
and for the years 1926-33, from Moody’s Volumes on Banks and Finance. 

3 Less expenses and taxes paid in for the figures derived from the Annual Report of 
the Superintendent of Banking. 
Capital paid in, $227,200. 


Sad oath Rall Do. 

1 Do. 

1914.. 1, 500, 000 000, 000 Do, 

1915.. 500, 000 | 32, 000, 000 Do. 
1916.. 500, 000 | 33, 500, 000 140 percent, 6 percent 

Uy ee EANO 1, 500, 000 | 34, 500, 000 1,612,382. 78 Do. 

1, 500, 000 35, 000, 000 618, 000. 00 Do. 

1, 500, 000 | 34, 500, 000 | 1, 766, 000. 00 Do. 

1 1, 500, 000 | 35, 500, 000 404. 000. 00 Do. 

1, 500, 000 | 36, 500, 000 $88, 000. 00 Do. 

1922__ 1, 500, 000 | 37, 500,000 | 1, 377, 000. 00 Do. 

1923 I. 500, 009 40. 000, 000 | 7, 479, 000. 00 Do. 

10M 1, 500, 000 | 44, 000, 000 508, 713. 00 Do. 

1925. 1, 500, 000 | 47, 000, 000 175, 371. 00 Do. 

1926. _ 1, 500, 000 | 50, 000, 000 19, 340. 00 Do. 
1927 $. 1, 500, 000 | 52, 000, 000 409, 785.00 | 200 percent, 6 percent 

extra. 

1, 500, 000 | 55, 000, 000 123, 478. 00 Do. 

1, 500, 000 58, 500. 000 402, 597. 00 Do. 

1, 500, 000 | 61, 500, 000 373, 930. 00 Do. 

1, 500, 000 | 63, 500, 000 492, 442. 00 Do. 

1, 500, 000 | 65, 500, 000 334, 712. 00 Do. 


From 1927 on, definite 
yearly net profit, and yearly 
to $1 of capital, as follows: 


in Moody’s for the yearly dividend, 
h the surplus and Hividend profits 


g 
2 
E 
A 
8 
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Surplus ſor year 


Surplus and undi- 


Mr. PATMAN. Now, Mr. Chairman, I offer the following 
amendment. 

Mr. STEAGALL. Mr. Chairman, I desire to say that the 
Committee on Banking and Currency approves of that 
amendment, and I ask that the House adopt it. 

The CHAIRMAN. The Clerk will report the amendment. 

The Clerk read as follows: 


Mr. Parman moves to strike out section 3, line 22, page 4, and 
ending on line 5, page 5, as follows: 

“Sec. 3. The first paragraph of section 7 of the Federal Reserve 
Act, as amended (US.C., title 12, sec. 289), is amended, effective 
July 1, 1933, to read as follows: 

“‘After all necessary expenses of a Federal Reserve bank shall 
have been paid or provided for, the stockholders shall be entitled 
to receive an annual dividend of 6 percent on the paid-in capital 
stock, which dividend shall be cumulative. After the aforesaid 
dividend claims have been fully met, the net earnings shall be 
paid into the surplus fund of the Federal Reserve bank.’” 


Mr. PATMAN. Mr. Chairman, I discussed that fully last 
Saturday, and I have nothing further to say. 

The CHAIRMAN. The question is on the amendment. 

The amendment was agreed to. 

The Clerk read as follows: 


Src. 4. (a) The first paragraph of section 9 of the Federal Re- 
serve Act, as amended (U.S. C., title 12, sec. 321; supp. VI, title 12, 
sec. 321), is amended by inserting immediately after the words 
“United States” a comma and the following: “including Morris 
Plan banks and other incorporated banking institutions engaged 
in similar business.” 

(b) The second paragraph of section 9 of the Federal Reserve 
Act, as amended (U.S. C., title 12, sec. 329), is amended by adding 
at the end thereof the following: “Provided, however, That noth- 
ing herein contained shall prevent any State member bank from 
establishing and operating branches in the United States or any 
dependency or insular possession thereof or in any foreign coun- 
try, on the same terms and conditions and subject to the same 
limitations and restrictions as are applicable to the establishment 
of branches by national banks.” 

(e) Section 9 of the Federal Reserve Act, as amended (U.S. C., 
title 12, secs. 321-331; supp. VI, title 12, secs. 321-331), is further 
amended by adding at the end thereof the following new para- 
graphs: 

“Any mutual savings bank having no capital stock but having 
surplus and undivided profits not less than the amount of capital 
required for the organization of a national bank in the same 
place may apply for and be admitted to membership in the Fed- 
eral Reserve System in the same manner and subject to the 
same provisions of law as State banks and trust companies, ex- 
cept that such sayings bank shall subscribe for capital stock of 
the Federal Reserve bank in an amount equal to six tenths of 
1 percent of its total deposit liabilities as shown by the most 
recent report of examination of such savings bank preceding its 


percentag 

ance with rules and regulations prescribed by the Federal Reserve 

any mutual savings bank applying for membership 
is not permitted by the laws under which it was organized to 
purchase stock in a Federal Reserve bank, it shall, upon admission 
to the system, deposit with the Federal Reserve bank an amount 
equal to the amount which it would have been required to pay 
in on account of a subscription to capital stock. Thereafter 
such deposit shall be adjusted semiannually in the same manner 
as subscriptions for stock. Such deposit shall be subject to the 
same conditions with respect to repayment as amounts paid upon 
subscriptions to capital stock by other member banks, and the 
Federal Reserve bank shall pay interest thereon at the same rate 
as dividends are actually paid on outstanding shares of stock 
of such Federal Reserve bank. If the laws under which such 
savings bank was organized be amended so as to authorize mu- 
tual savings banks to subscribe for Federal Reserve bank stock, 
such savings bank shall thereupon subscribe for the appropriate 
amount of stock in the Federal Reserve bank, and the deposit 
hereinbefore provided for in lieu of payment upon capital stock 
shall be applied upon such subscription. If the laws under 
which such savings bank was organized be not amended at the 
next session of the legislature following the admission of such 
savings bank to membership so as to authorize mutual savings 
banks to purchase Federal Reserve bank stock, or if such laws 
be so amended and such bank fail within 6 months thereafter 
to purchase such stock, all of its rights and privileges as a 
member bank shall be forfeited and its membership in the Fed- 
eral Reserve System shall be terminated in the manner pre- 
scribed elsewhere in this section with respect to State banks 
and trust companies. Each mutual savings bank shall comply 
with all the provisions of law applicable to State member banks 
and trust companies, with the regulations of the Federal Reserve 
Board, and with the conditions of membership prescribed for 
such savings bank at the time of admission to membership, except 
as otherwise hereinbefore provided with respect to capital stock.” 


Mr, McFARLANE. Mr. Chairman, I offer the following 
amendment. : 

The Clerk read as follows: 

Page 5, strike out all of section 4 (b) from line 12 to line 21, 
inclusive, page 5. 

Mr. McFARLANE. Mr. Chairman, this is the section 
that provides an extension of the right of State banks to 
establish branch banks. I want to call the attention of the 
Members of the House to the provision of the law as it now 
exists. This provision, section (b), contained in this bill, 
changes that. 

It reads as follows: 

(b) The second paragraph of section 9 of the Federal Reserve 
Act, as amended (U.S.C., title 12, sec. 329), is amended by adding 
at the end thereof the following: “Provided, however, That noth- 
ing herein contained shall prevent any State member bank from 
establishing and operating branches in the United States or any 
dependency or insular on thereof or in any foreign coun- 
try on the same terms and conditions and subject to the same 
limitations and restrictions as are applicable to the establishment 
of branches by national banks.” 

Under this provision, which is foreign to all other provi- 
sions of the bill, you will notice that it permits any State- 
bank member to establish and operate branches anywhere 
in the United States if permitted to do so under State law. 
It is extending the system of chain banks and as it applies 
to State-bank members that have not the privilege under 
the law. 

Our State-bank association has gone on record in strong 
resolutions in opposition to chain branch banks. They have 
said in their resolutions in no uncertain terms that they are 
opposed to chain banking. I have not heard nor have we 
been shown in any of the speeches here so far why we should 
at this time particularly extend the system of branch or 
chain banking as it applies to the respective States. 

Mr. McKEOWN. Mr. Chairman, will the gentleman 
yield? 

Mr. McFARLANE. Yes; I yield. 

Mr. McKEOWN. Does the gentleman in his State allow 
interlocking directorates and ownership of banks by certain 
groups of individual bankers? 

Mr. McFARLANE. I am not sure about that. I think I 
know what the gentleman has in mind—group banking. I 
am opposed to that system of banking just as much as I am 
to chain banking. 

Mr. McKEOWN. The gentleman has that system in his 
State? 
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Mr. McFARLANE. Yes; but I do not favor it, and I do 
not favor extending the system any further than it is now. 
Our bankers are not asking for it. I see no reason why we 
should put a provision like this into a perfectly good bank 
insurance law, in order to give the banks of certain States 
additional chain-banking privileges and rights. I do not be- 
lieve it is right or that the country needs that kind of 
legislation. 

Mr. McKEOWN. The gentleman agrees that State banks 
ought to have a right to come into the guaranty system? 

Mr. McFARLANE. I am in favor of that, but I do not 
think we ought to wrap the chains around the necks of the 
bankers any more than they are wrapped at the present 
time. I do not think it is right to extend the system of 
branch banking any further than it is now. 

I call the attention of the membership particularly to a 
letter that was written to Senator Lewis, showing the large 
number of branch-bank failures in the United States and 
abroad in the last few years. It is a very illuminating 
article. Some gentlemen have referred here in their 
speeches to the strength of branch banking. 

Is there safety in branch banking? Witness the closing 
of the branch-banking systems in the United States when 
they were put to the test. The most disastrous failures we 
had were branch, group, and chain failures, such as the 
following: 

Bank of United States, New York, 59 branches; Federal 
National, Boston, 8 branches; Banco Kentucky group, 7 
branches; A. B. Banks, American chain, Arkansas, 27 
branches; Manley chain, Georgia, 87 branches; Bain Banks, 
Chicago, 12 branches; Bankers Trust Co., Pennsylvania, 20 
branches; United States National, Los Angeles, 8 branch&; 
Security Home Trust, Toledo, 10 branches; Peoples State 
Bank, South Carolina, 44 branches; Arizona State Bank, 5 
branches; and Foreman National group, Chicago, 6 branches. 

To this rather impressive group, with deposits running 
into hundreds of millions of dollars, of branch- and chain- 
bank collapses, which were due to many of the same abuses 
that weaken unit banks, I could name important branch-, 
group-, and chain-banking systems in Detroit, Boston, San 
Francisco, and other cities which got into trouble and 
merged or were supported by other banks or United States 
credit until the crisis was past. 

The weakest links in our banking system proved to be the 
“branch banks”, and they went down comparatively early 
in the depression. It was their failures that caused public 
confidence to be shaken so badly that runs were precipitated 
on and closed many well-managed small independent banks. 

{Here the gavel fell.] 

The CHAIRMAN. The time of the gentleman from Texas 
has expired. The question is on the amendment offered by 
the gentleman from Texas. 

The question was taken; and on a division (demanded by 
Mr. CHRISTIANSON) there were—ayes 10, noes 62. 

So the amendment was rejected. 

Mr. GIBSON. Mr. Chairman, I move to strike out the 
first four words on page 6. 

When the distinguished gentleman from Massachusetts 
(Mr. Luce] was speaking he referred to mutual savings 
banks as a New England institution, and it occurred to me 
that the experience in my State might be of interest in con- 
nection with this section. We have a State made up of rural 
communities. We have 20 mutual savings banks. We have 
19 savings banks and trust companies combined; that is, 
these have a savings-bank department and a commercial 
department. We also have 16 trust companies. We have 
had no failure of a mutual savings bank in 50 years. We 
have had no failure of a trust company with one exception 
during that period of time. We had no banks close up to the 
time of the bank holiday, and I have a feeling that our 
country bankers could have worked through this depression 
if they had been left alone. 

The mutual savings banks and trust companies in my 
State, particularly, have been a great reservoir from which 
the West and the South have drawn for a portion of their 
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material prosperity. We have from these banks in the small 
communities nearly $50,000,000 invested today in farm 
mortgages in the West and the South, and we consider them 
a fairly good investment. We do not begrudge at all the toil 
which was necessary to dig that out of the soil. So the 
prosperity of other sections is our prosperity. I repeat, if 
these had been left alone they could have gotten along dur- 
ing the depression, because I believe the country bankers 
know more about the banking facilities and the needs of 
these local communities than all the Federal Reserve officials 
put together. [Applause.] 

Mr. WEIDEMAN. Mr. Chairman, I offer the following 
amendment which I send to the desk. 

The Clerk read as follows: 

Page 5, lines 6 to 11, strike out subsection (a) of section 4. 


Mr. WEIDEMAN. Mr. Chairman, this section attempts 
to bring the Morris Plan Banks within the protection of 
the Federal Reserve Act. I do not think by any stretch of 
the imagination, at the inception of this act or any time 
since, has it been the purpose of the originators of the act 
or anyone else to make it possible for the Morris Plan Panks 
or any similar small-loan plan bank to be able to come 
within the provisions of this law. You gentlemen know 
what these banks are. They loan money to the small-wage 
earners. They not only get security, but they get double 
security. They always demand two endorsers, and everyone 
signs his life away to them when he gets the loan. They 
get a high rate of interest. One endorser has to be a man 
who has a Government or State or municipal position and 
the other must show a good line of credit. That is practi- 
cally the only kind of banking they do. 

I say we should strike subsection (a) from section 4 en- 
tirely. 

Mr. BOILEAU. Will the gentleman yield? 

Mr. WEIDEMAN. I yield. 

Mr. BOILEAU. What protection is given to the Morris 
Plan Bank under this bill? 

Mr. WEIDEMAN. What protection need we give them? 
The Morris Plan Bank is owned by the Chemical National 
Bank, of New York. 

Mr. BOILEAU. I think this paragraph amends the origi- 
nal Federal Reserve Act. What provision of the Federal 
Reserve Act does this apply to? 

Mr. WEIDEMAN. Section 9 of the Federal Reserve Act, 
pages 14 and 15, referring to admission to membership. It 
makes them members of the Federal Reserve System. You 
will find that in section 9, page 4 of the act. I do not think 
there should be any argument on this. 

The CHAIRMAN. The question is on the amendment 
offered by the gentleman from Michigan [Mr. WEIDEMAN]. 

The question was taken; and on a division (demanded by 
Mr. WEIDEMAN) there were ayes 36 and noes 64. 

So the amendment was rejected. 

The Clerk read as follows: 

Src. 5. (a) The second paragraph of section 10 of the Federal 
Reserve Act, as amended (U.S. G., title 12, sec. 242), is amended to 
read as follows: 

“ The Secretary of the Treasury and the Comptroller of the Cur- 
rency shall be ineligible during the time they are in office and for 
2 years thereafter to hold any office, position, or employment in 
any member bank. The appointive members of the Federal Re- 
serve Board shall be ineligible during the time they are in office 
and for 2 years thereafter to hold any office, position, or employ- 
ment in any member bank, except that this restriction shall not 
apply to a member who has served the full term for which he was 
appointed. Upon the expiration of the term of any appointive 
member of the Federal Reserve Board in office when this para- 
graph as amended takes effect, the President shall fix the term of 
the successor to such member at not to exceed 12 years, as desig- 
nated by the President at the time of nomination, but in such 
manner as to provide for the expiration of the term of not more 
than one appointive member in any 2-year period, and thereafter 
each appointive member shall hold office for a term of 12 years 
from the expiration of the term of his predecessor. Of the 6 
persons thus appointed, 1 shall be designated by the President as 
governor and 1 as vice governor of the Federal Reserve Board. 
The governor of the Federal Reserve Board, subject to its super- 
vision, shall be its active executive officer. Each member of the 


Federal Reserve Board shall within 15 days after notice of appoint- 
ment make and subscribe to the oath of office.” 
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(b) The fourth paragraph of section 10 of the Federal Reserve 
Act, as amended (U.S. C., title 12, sec. 244), is amended to read as 
follows: 

“The principal offices of the Board shall be in the District of 
Columbia. At meetings of the Board the Secretary of the Treas- 
ury shall preside as chairman, and, in his absence, the governor 
shall preside. In the absence of both the Secretary of the Treas- 
ury and the governor the vice governor shall preside. In the 
absence of the Secretary of the Treasury, the governor, and the 
vice governor the Board shall elect a member to act as chairman 
pro tempore, The Board shall determine and prescribe the manner 
in which its obligations shall be incurred and its disbursements 
and expenses allowed and paid, and may leave on deposit in the 
Federal Reserve banks the proceeds of assessments levied upon 
them to defray its estimated expenses and the salaries of its mem- 
bers and employees, whose employment, compensation, leave, and 
expenses shall be governed solely by the provisions of this act, 
specific amendments thereof, and rules and regulations of the 
Board not inconsistent therewith; and funds derived from such 
assessments shall not be construed to be Government funds or 
appropriated moneys. No member of the Federal Reserve Board 
shall be an officer or director of any bank, banking institution, 
trust company, or Federal Reserve bank or hold stock in any bank, 
banking institution, or trust company; and before entering upon 
his duties as a member of the Federal Reserve Board he shall 
certify under oath that he has complied with this requirement, and 
such certification shall be filed with the secretary of the Board. 
Whenever a vacancy shall occur, other than by expiration of term, 
among the six members of the Federal Reserve Board appointed by 
the President as above provided, a successor shall be appointed by 
the President, by and with the advice and consent of the Senate, 
to fill such vacancy, and when appointed he shall hold office for 
the unexpired term of his predecessor.” 


Mr. COLMER. Mr. Chairman, I offer an amendment, 
which is at the desk. 

The Clerk read as follows: 

Amendment by Mr. COLMER: On page 10, line 2, after the word 
“moneys”, insert Provided, however, That no salary or other 
compensation shall be paid by said Federal Reserve Board to any 
of its governors, officers, agents, or employees in excess of $15,000 
per annum.” 

Mr. LUCE. Mr. Chairman, I make the point of order 
that the amendment is not germane. There is nothing in 
this provision about salaries of members. 

The CHAIRMAN. Does the gentleman from Mississippi 
(Mr. Cor uER] desire to be heard on the point of order? 

Mr. PATMAN. Mr. Chairman, I desire to be heard on the 
point of order. 

The CHAIRMAN. The Chair will hear the gentleman 
from Texas [Mr. Patman]. 

SALARIES OF FEDERAL RESERVE OFFICIALS 

Mr. PATMAN. This section has to do with setting the 
salaries of the officers and employees of the Federal Reserve 
Board and those working for the Federal Reserve banks. 
Under section 3 of this act, and under section 7 of the orig- 
inal Federal Reserve Act, all money that is earned by Fed- 
eral Reserve banks is applied as follows: First, current op- 
erating expenses, which usually amount to $27,000,000 or 
$29,000,000 a year are paid; secondly, 6-percent dividends, 
paid on the capital stock of the banks, actually paid in; 
third, the remainder, after a proper surplus fund has been 
accumulated, goes into the Treasury of the United States. 
Therefore, the more money that is spent by the Federal Re- 
serve Board for officers and employees, the less money goes 
to the Treasury of the United States. It is certainly ma- 
terial, since it amounts to an appropriation of public funds, 
that we restrict the salaries of the officers and employees, 
if we desire to restrict their salaries. It is public money and 
comes within this section which relates to the payment of 
officers and employees. 

The CHAIRMAN. Does the gentleman from Massachu- 
setts desire to be heard? 

Mr. LUCE. I submit the matter, Mr. Chairman. 

The CHAIRMAN (Mr. Cannon of Missouri). The point 
of order is sustained. 

The Clerk read as follows: 

Sc, 7. The Federal Reserve Act, as amended, is amended by 
inserting between sections 12 and 13 (US.C., title 12, secs, 261, 
262, and 342) thereof the following new section: 

“Sec. 12A. (a) There is hereby created a Federal Open Market 
Committee (hereinafter referred to as the ‘committee’), which 
shall consist of as many members as there are Federal Reserve 
districts. Each Federal Reserve bank by its board of directors 


shall annually select one member of said committee. The meet- 
ings of said committee shall be held at Washington, District of 
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Columbia, at least four times each year, upon the call of the 
governor of the Federal Reserve Board or at the request of any 
three members of the committee, and, in the discretion of the 
Board, may be attended by the members of the Board. 

“(b) No Federal Reserve bank shall engage in open-market 
operations under section 14 of this act except in accordance with 
regulations adopted by the Federal Reserve Board. The Board 
shall consider, adopt, and transmit to the committee and to the 
several Federal Reserve banks regulations relating to the open- 
market transactions of such banks and the relations of the Fed- 
eral Reserve System with foreign central or other foreign banks, 

“(c) The time, character, and volume of all purchases and sales 
of paper described in section 14 of this act as eligible for open- 
market operations shall be governed with a view to accommodating 
commerce and business and with regard to their bearing upon the 
general credit situation of the country. 

„(d) If any Federal Reserve bank shall decide not to participate 
in open-market operations recommended and approved as pro- 
vided in paragraph (b) hereof, it shall file with the chairman of 
the committee within 30 days a notice of its decision, and transmit 
a copy thereof to the Federal Reserve Board.” 


Mr. STOKES. Mr. Chairman, I offer an amendment 
which I send to the desk. 
The Clerk read as follows: 


Amendment offered by Mr. STOKES: On page 12, line 1, strike out 
the whole of subsection (b) and insert in lieu thereof the follow- 


Wee however, That the Federal Reserve Board shall have 
power to prohibit any operations which any Federal Reserve bank 
is authorized by this section to conduct, when the volume or 
extent of said operation is, in the judgment of the Board, calcu- 
lated to affect the gencral credit situation of the country or the 
relations of the Federal Reserve System with foreign, central, or 
other foreign banks.” 

Mr. STOKES. Mr. Chairman, this section (b) would 
practically restrict Federal Reserve banks in all purchases 
of, Government bonds, and open-market operations and the 
purchase of gold. Open-market operations of the Federal 
Reserve banks is a matter which they have been working 
up for the past 10 or 15 years, and it is of very great ad- 
vantage to the merchants of the country, because they can 
borrow on those bills at very low rates of interest, anywhere 
from one half or three quarters of 1 percent or 1 percent, 
whereas if this section is not stricken, it leaves the entire 
matter to the discretion of the Federal Reserve Board in 
Washington, a political body appointed by the President. 
In case we should have a poor board it might affect the 
entire operations of these very important banks. 

I urge the Membership to vote for the amendment. 

Mr. McFADDEN. Mr. Chairman, I rise in opposition to 
the amendment offered by the gentleman from Pennsylvania 
(Mr. STOKES]. 

I do this to call particular attention to this section of the 
bill. It is one of the most important sections of the bill. It 
deals with the open-market transactions of the 12 Federal 
Reserve banks. I desire to speak with particular reference 
to the operations carried on by the New York Federal Re- 
serve Bank. 

Under the amendment proposed by the gentleman from 
Pennsylvania [Mr. STOKES] the New York Federal Reserve 
Bank and any other of the 12 banks will be permitted to 
carry on open-market operations just as they have been 
doing over the past several years in paper originating in 
any country in the world. His amendment apparently is to 
leave the right about where it is at present. I wonder if 
the Members of the House really know and understand the 
authority that this section gives and the practical cpera- 
tions of the Federal Reserve as carried on in the open mar- 
ket, which is being made wide open here? You are now 
authorizing and making legal the right to the Federal Re- 
serve Board and through them to the 12 Federal Reserve 
banks to buy and sell foreign business paper. The Federal 
Reserve credit can be used to finance operations between 
any foreign country, and they will be given the low rate of 
interest that prevails in open-market transactions in the 
United States. It has been the common practice of the 
Federal Reserve for the past several years to carry on those 
transactions and finance foreign competitors of United 
States industry. I have called attention to this section re- 
peatedly. It is one of the most important we can deal with. 

Are you willing to finance foreign business to the detri- 
ment of American industry who employ American labor. 
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Then if you are vote for these amendments to the open- 
markets provisions of the Federal Reserve Act, proposed 
in this bill. It is what the Bank of England, the Bank of 
France, and the Reichsbank of Germany, want you to do. 

In this bill you are authorizing the appointment of a new 
committee, supposedly to be picked from one of the official 
family of each of the Federal Reserve districts, but I would 
call your attention to the fact that there is no such limita- 
tion. If each one of the 12 Federal Reserve banks see fit 
to pick a man, a specialist in New York City to represent it, 
this entire open-market committee can be in New York City. 
That is where the open market is located. That is where 
this foreign paper comes to the United States. It comes 
over to the big acceptance houses in New York City. 

I do not know what they are going to do. It may be 
these 12 banks are going to call on some foreigners to sit 
in to supervise these open-market transactions. They can 
do so under the provisions of this section, if they see fit 
to, because there is absolutely no restriction as to whom they 
shall appoint. This amendment provides that each Federal 
Reserve district may appoint a man. 

Now, I know that the officers of many of the other Federal 
Reserve banks have been complaining because they did not 
want to handle all these open-market operations that the 
New York banks wanted them to handle. I happen to know 
that some of the officers of the other 11 banks have been 
very much disturbed about the transactions that were car- 
ried on in financing the foreigners in their own transactions 
between their own countries. All has not been complete 
harmony in financing the foreigner. 

If you want to extend this opportunity along those lines, 
to use cheap Federal Reserve credit and continue to charge 
Americans who are engaged in industry and who employ 
American labor at higher rates, this is the plan by which to 
do it. The thing this amendment does in changing the 
present activities is that it permits these members of the 
open-market committee to be picked anywhere the manage- 
ment sees fit to pick them and legalizes this foreign accept- 
ance business under the Federal Reserve Board. 

Mr. WEIDEMAN. And the open-market committee has 
as a medium of their operation 10 or 11 distinct corpora- 
tions now existing, for example, the Discount Corporation of 
New York, the American Securities Co., the First National, 
the Old Colony Corporation, and so forth. 

Mr. McFADDEN. Yes; I may say to the gentleman that 
is where the open-market transactions originate. The In- 
ternational Acceptance Bank was one of these discount 
houses. Hundreds of millions of dollars—yes, billions of 
dollars—worth of these acceptances flow in from foreign 
countries to be purchased by Federal Reserve and member 
banks and others who have money to invest. 

Mr. WEIDEMAN. To get it into the Recorp, the Dis- 
count Corporation of New York has as acceptances and 
assets $147,000,000, and that listed as directors are Mr. 
J. P. Morgan, Mr. Albert H. Wiggin—— 

Mr. McFADDEN. Yes; and many others of the same 
kind. I would like to yield to the gentleman, but I cannot. 

There are nine of these acceptance houses in New York 
who make a practice of accumulating this open-markets 
paper from foreigners, discounting paper that originates in 
Germany, in China, in South America, and everywhere else. 
There is now in operation the stand-still committee headed 
by Albert H. Wiggin, of New York, dealing with billions of 
dollars worth of this credit that is tied up and frozen in 
Germany and is now held by the Federal Reserve and the 
banks of the United States which they got through this 
ees all approved by the Federal Reserve Board and 

I am simply calling it to the attention of the House. I 
realize how useless it is to attempt to amend this bill, but I 
do not want this bill to pass without the House at least 
knowing what it is doing. 

(Here the gavel fell.] 

The CHAIRMAN. The question is on the amendment of 
the gentleman from Pennsylvania. 

The amendment was rejected. 
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The Clerk read as follows: 


Sec. 9. Section 14 of the Federal Reserve Act, as amended 
(US. O., title 12, secs. 353 to 358), is amended by adding at the end 
thereof the following new paragraph: 

“(g) The Federal Reserve Board shall exercise special supervision 
over all relationships and transactions of any kind entered into 
by any Federal Reserve bank with any foreign bank or banker, or 
with any group of foreign banks or bankers, and all such rela- 
tionships and transactions shall be subject to such regulations, 
conditions, and limitations as the Board may prescribe. No officer 
or other representative of any Federal Reserve bank shall conduct 
negotiations of any kind with the officers or representatives of any 
foreign bank or banker without first obtaining the permission of 
the Federal Reserve Board. The Federal Reserve Board shall have 
the right, in its discretion, to be represented in any conference or 
negotiations by such representative or representatives as the Board 
may designate. A full report of all conferences or negotiations, 
and all understandings or agreements arrived at or transactions 
agreed upon, and all other material facts appertaining to such 
conferences or negotiations, shall be filed with the Federal Re- 
serve Board in writing by a duly authorized officer of each Fed- 
eral Reserve bank which shall have participated in such confer- 
ences or negotiations.” 

Mr. PATMAN. Mr. Chairman, I offer an amendment. 

The Clerk read as follows: 

Amendment offered by Mr. Parman: On page 15, line 11, at the 
end of the paragraph, add the following: “Provided, however, 
That no agreement shall be made that will directly or indirectly 
permit the credit of the United States Government for the assets 
of any Federal Reserve bank to be used or pledged in any way or 
manner whatsoever in furtherance of a world bank.” 


Mr. GOSS. Mr. Chairman, I make the point of order 
that the amendment is not germane. 

The CHAIRMAN. The Chair will hear the gentleman 
from Connecticut. 

Mr. GOSS. Mr. Chairman, I make the point of order 
the amendment is not ge e. I think it is up to the gen- 
tleman from Texas to prove that it is germane. 

The CHAIRMAN. The Chair will hear the gentleman 
from Texas. 

POINT OF ORDER 

Mr. PATMAN. Mr. Chairman, this section has reference 
to agreements entered into by and between the Federal 
Reserve bank of the United States and banks of foreign 
countries. This amendment provides that a Federal Re- 
serve bank shall not enter into any agreement that will 
directly or indirectly permit the pledging of the credit of the 
United States or the assets of any Federal Reserve bank in 
connection with the establishment of a world bank. 

The CHAIRMAN. The Chair overrules the point of order. 

MONEY MANUFACTURING PLANT 

Mr. PATMAN. Mr. Chairman, it is all right for the credit 
of this Nation to be used for the people of the United States. 
The Bureau of Engraving and Printing employs about 5,000 
people. That is the place where the paper money is printed. 
This great manufacturing plant turns out every day from 
$1,000,000 to $30,000,000 of plain greenbacks, or paper money. 
The Federal Reserve notes are issued there and delivered 
from the Bureau of Engraving and Printing to a Federal 
Reserve bank. 

MORTGAGE ON ALL PROPERTY OF PEOPLE 

Each Federal Reserve note that is so delivered represents 
a mortgage upon all the homes and other property of all 
the people of this Nation. It isa mortgage upon the incomes 
of all the people. We can justify the issuance of this credit 
for the benefit of the people of the United States, but I 
would like to know from the members of this committee, or 
any Member of this House, how we can justify mortgaging 
the property of this Nation and the incomes of the people in 
aid and furtherance of a world bank, or furthering the 
business of a foreign country. 

EXPORTATION AND IMPORTATION OF GOODS 

In the original Federal Reserve Act it is stated that Fed- 
eral Reserve banks may use the credit of this Nation for the 
exportation and importation of goods, clearly meaning goods 
exported from and to the United States. 

However, the Federal Reserve Board in the past, having 
been so anxious to use the credit of this Nation for the 
interest of those in foreign countries and possibly in the 
interest of international bankers here in America, has con- 
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strued this language to mean that the credit of this Nation 
may be used for the exportation and the importation of 
goods between foreign countries when the goods do not 
touch the United States at all. For instance, if a German 
merchant or manufacturer desires to sell goods to a mer- 
chant in Japan, he can draw his draft in dollars, get it 
accepted in New York, have it delivered to the Federal 
Reserve bank, and draw out Federal Reserve notes before 
these goods ever leave Germany to go to Japan; and all 
during the time these goods are being manufactured and 
stored in Germany and all during the time they are being 
shipped to Japan and delivered there, the credit of this 
Nation, which represents a mortgage upon all the property 
of this country, is used to finance the sale of these goods. 

I know you can justify the use of this credit for our own 
people, but I do submit that we should not use this credit 
and this power for foreign countries or for foreign people in 
opposition to and in competition with citizens of the United 
States of America. [Applause.] 

[Here the gavel fell.) 

Mr. McFADDEN. Mr. Chairman, I do not desire to speak 
in opposition, but I rise in opposition to the amendment, if 
the committee will permit, to confirm what the gentleman 
from Texas [Mr. Parman] has just said. 

I should like to go a little farther to elucidate these trans- 
actions and show you that when the transaction has been 
consummated, as the gentleman from Texas has pointed out, 
the foreigners hold these first mortgages against the people 
of the United States in the form of Federal Reserve notes. 

We know from the Treasury, in a statement that was 
issued recently, that the foreigners hold $600,000,000 worth 
of our gold certificates, undoubtedly acquired in the same 
manner, in the settlement of transactions with the Federal 
Reserve bank in financing transactions between foreign 
countries in which the United States has no interest what- 
soever, except to furnish the money to finance foreign com- 
petitors of United States industry. 

Why, in this open-market provision which we have just 
agreed to here, you open up the opportunity, if you intend 
to issue $3,000,000,000 worth of Federal Reserve bank notes 
or greenbacks, for the Federal Reserve System to buy in 
the open market $3,000,000,000 worth of paper representing 
foreign trade transactions between foreign countries. 

There is not any question about the part the Federal Re- 
serve is playing in aiding and assisting these foreign com- 
petitors of the people of the United States through the 
operations that are carried on with the central banks and 
with the Bank of International Settlements. 

Why, at the coming economic conference at London what 
are you going to do? You are going to enlarge the possi- 
bilities of the Bank for International Settlements to absorb 
the money and the credit of the United States in financing 
the foreigners as against the American people. There is 
not any question about that. They are all provided for, and 
the agent of the governor of the Bank of England, Prof. 
O. M. W. Sprague, came here last Saturday and visited the 
Treasury and the White House for the purpose of arrang- 
ing a standardization of exchanges in preparation for the 
benefits which England and the other countries will receive 
when this bill has been passed by the Congress of the 
United States. They want this open-market amendment; 
are you going to give it to them? 

I should like to know who is back of this bill. According 
to a statement that was issued today from the White House, 
this is not a part of the emergency program, but, apparently, 
influences are behind this effort to slip the measure through 
under the guise of a guaranty of bank deposits which, of 
course, everybody wants. However, you are doing things in 
this bill that are surrendering the financial supremacy of the 
people of the United States, through the Federal Reserve, 
to these international bankers who are operating and pro- 
pose to operate through building up the Bank for Interna- 
tional Settlements to control the issuance of an interna- 
tional money and give them complete control of money and 
credit throughout the whole world. If you want to do this, 
accept the amendment provided in this bill and you will 
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completely deliver the finances of this country that have 
not already been delivered to the business interests and 
bankers of these foreign countries. 

Mr. DUNN. Will the gentleman yield? 

Mr. McFADDEN. I yield. 

Mr. DUNN. Is the gentleman in favor of the amendment 
just offered by the gentleman from Texas [Mr. Patman]? 

Mr. McFADDEN. Yes; I shall favor the amendment 
offered by the gentleman from Texas [Mr. Patman]. 

Mr. FORD. Will the gentleman yield? 

Mr. McFADDEN. Yes. 

Mr. FORD. How is the United States ever going to be a 
world financial power if we are going to stop or force the 
stopping of any transaction of an international character? 

Mr. McFADDEN. In answer to that, I am not ambitious 
that the United States shall become a world financial power. 
Applause. ] I am more interested, I will say to the gentle- 
man, in the welfare of the American people. 

Mr. FORD. Not any more than I am. 

Mr. McFADDEN. And in the employment of the 12,000,- 
000 to 15,000,000 people who are now unemployed and in 
making a settlement with the soldiers who fought our battle 
and fought the battle of the foreigners in the World War. 
Let us pay our debts to our own people first. 

Mr. FORD. Of course, that is all hooey; but answer this 
one question: How are the European countries ever going 
to pay the United States the debts that they owe if this and 
other means are not afforded to create an equivalent of 
exchange in the United States to take up that debt? 

Mr. McFADDEN. I am not so much concerned about 
that, I will say to the gentleman. We have domestic affairs 
here that are of more importance. I will say, however, in 
regard to the debt the foreigners owe us—and I have not 
changed my position in regard to that from that which I 
took in 1931—if these foreign nations do not intend to pay, 
let them default. That is the position of the Congress 
today. [Applause.] 

[Here the gavel fell.] 

Mr. STEAGALL. Mr. Chairman, I think the gentleman 
has voiced a sentiment that finds a sincere response among 
the Members of this House. 

I am sure that every Member of the House feels just as 
the gentleman does with respect to the uncontrolled use of 
the credit facilities of the Federal Reserve System in the 
international financing programs. These transactions have 
been carried on in the past without restraint. One of the 
fundamental purposes of the bill now before this House is to 
prevent those practices. I want to say to the gentleman 
that there has been no undue rush or effort to blindfold 
anybody in connection with this legislation. It has been 
under consideration for 2 years. It has been the subject of 
prolonged hearings and discussions by the Senate, and the 
measure as it relates to the matter under discussion passed 
that body last year. 

It has been worked out with the utmost care, and the 
purpose of the section is that the Federal Reserve Board 
shall have control of the open-market operations of Federal 
Reserve banks. This section makes it the duty of the Fed- 
eral Reserve Board to regulate such transactions and re- 
strict them in order to protect the people of the United 
States against the unauthorized use of credits by the Federal 
Reserve System. ; 

Mr. McFADDEN. Will the gentleman yield? 

Mr. STEAGALL, I yield. 

Mr. McFADDEN. The gentleman knows that this open 
market is no new proposition. 

Mr. STEAGALL, That is true; but this section places on 
the Board the duty and responsibility of restricting such 
operations and to no longer permit the banks to exercise 
free and unbridled power in the extension of such credits, 

Mr. McFADDEN. Under the supervision of the Federal 
Reserve Board, the operations have been carried on. 

Mr. STEAGALL. But this bill specifically imposes regu- 
lations and restrictions. If there had been such a law in 
the past—there has been some division of opinion in the 
construction of the existing law—and proper enforcement 
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of it, the complaints which the gentleman makes would 
never have been heard. This bill makes it clear the duty of 
the Federal Reserve Board is to supervise and restrict these 
transactions. 

Mr. McFADDEN. I still want to reiterate that this will 
not change it one iota. 

Mr. STEAGALL. I beg the gentleman’s pardon, but I 
cannot yield further for a speech, because we should like to 
get along with the bill as far as we can today, and the 
discussion has ranged beyond necessary limits. 

Mr. PATMAN. Mr. Chairman, I ask unanimous consent 
that the amendment he again reported. 

There being no objection, the amendment was again 
reported. 

Mr. KVALE. Mr. Chairman, I move to strike out the 
last two words. I should like to ask the gentleman from 
Pennsylvania to make us a brief statement, as we could not 
hear what he had in mind. 

Mr. McFADDEN. If the gentleman will permit, what I 
mean is this: Under the operation of the open market dur- 
ing the past few years they, the Federal Reserve banks and 
member banks, have loaned hundreds of millions of dollars 
of Federal Reserve credit, some of it illegally obtained, to 
carry on and finance transactions between foreign countries. 
The Federal Reserve System was created as a financial 
system for the people of the United States. It never was 
contemplated that they were going to finance bankers, 
foreign governments, and manufacturers in foreign com- 
merce between other countries outside the United States. 
How many of you gentlemen here would vote to give the 
foreigner the right to use Federal Reserve credit to finance 
his commercial transactions between foreign countries, and 
to finance him with this cheap money to undersell Ameri- 
can-made goods in our own market? 

I am not taking a narrow view in regard to this. This 
is exactly what you are doing. I know that it is necessary 
for the people and the banking interests of the country to 
carry on certain foreign financial transactions, but when 
an illicit use of the credit of the United States through the 
employment of Federal Reserve notes and credit which have 
been illegally issued is made, and vast amounts running 
into billions of dollars have been tied up and now remain 
frozen in Germany and Japan and other countries, I think it 
is time to call a halt. I see nothing in this bill that is going 
to change the policy which was approved and acquiesced in 
by the Federal Reserve Board. There is no question but 
that the Federal Reserve Board could have stopped these 
illegal transactions, if they had wanted to do it. But did 
they do it? Was the Congress ever advised that the Federal 
Reserve Board was incompetent to carry on the safety of 
the transactions of the Federal Reserve banks? No, it was 
not. I again repeat, that you are opening up this System in 
a way to further exploitation and furnishing of funds to 
finance foreigners, to the detriment of the United States. 
The Federal Reserve were evidently of the opinion that the 
rank and file of the public were unaware of what was being 
done, that these great transactions were only known to the 
insiders, the international financial group, who were making 
millions of dollars out of the fraudulent use of the Federal 
Reserve money and credit they were using, because even the 
Secretary of the Treasury raised no objection. 

Mr. STEAGALL. Mr. Chairman, will the gentleman 
yield? 

Mr. KVALE. Les. 

Mr. STEAGALL. Let me read one paragraph from the 
bill, subsection (c), page 12: 

The time, character, and volume of all purchases and sales of 
paper described in section 14 of this act as eligible for open- 
market operations shall be governed with a view to accommodating 
commerce and business and with regard to their bearing upon the 
general credit situation of the country. 

The CHAIRMAN. The question is on agreeing to the 
amendment. 

The amendment was rejected. 

Mr. WEIDEMAN. Mr. Chairman, I offer the following 
amendment, which I send to the desk. 
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The Clerk read as follows: 


Amendment offered by Mr. WEDEMAN: Page 15, line 11, subsec- 
tion (g), add the following: “A complete report of all conferences 
and transactions herein covered shall be made to the Congress of 
the United States on January 1 of each year.” 


Mr. WEIDEMAN. Mr. Chairman, subsection (g) provides 
that reports shall be made to the Federal Reserve Board, but 
that does not necessarily mean that they shall be made to 
Congress or that they are even available to Congress, because 
I find there is some information that I want to get out of 
that Board now and I cannot, and my experience is not 
unusual. All Members of Congress have run into the same 
thing. If this section is going to operate the way it is in- 
tended, and they should make a report to their own Board, I 
can see no harm in the report being made also to the Con- 
gress; and if some of you gentlemen in this body are sus- 
picious of what is going to happen, I think you should vote 
to amend this section in this way. You will then have a 
report every year as to what the international conferences 
are. I do not think the risk is unreasonable, and I think for 
your own protection you should approve the amendment. 
Congress is entitled to know what is going on in the Federal 
Reserve System. 

The CHAIRMAN. The question is on the amendment 
offered by the gentleman from Michigan. 

The question was taken; and on a division (demanded by 
Mr. WetpeMan) there were—ayes 68, noes 55. 

So the amendment was agreed to. 

The Clerk read as follows: 

Sec. 10. (a) Section 19 of the Federal Reserve Act, as amended, 
is amended by inserting, after the sixth paragraph thereof, the 
following new paragraph: 

“No member bank shall act as the medium or agent of any 
nonbanking corporation, partnership, association, business trust, 
or individual in making loans on the security of stocks, bonds, 
and other investment securities to brokers or dealers in stocks, 
bonds, and other investment securities. Every violation of this 
provision by any member bank shall be punishable by a fine of 
not more than $100 per day during the continuance of such vio- 
lation; and such fine may be collected, by suit or otherwise, by 
the Federal Reserve bank of the district in which such member 
bank is located.” 

(b) Such section 19 of the Federal Reserve Act, as amended 
(US.C., title 12, secs. 142, 374, 461-466; Supp. VI, title 12, sec. 
462a), is further amended by adding at the end thereof the fol- 
lowing new paragraph: 

The Federal Reserve Board shall from time to time limit by 
regulation the rate of interest which may be paid by member 
banks on deposits, and may prescribe different rates for such pay- 
ment on time and savings deposits having different maturities or 
subject to different conditions respecting withdrawal or repay- 
ment. No member bank shall pay any time deposit before its 
maturity, or waive any requirement of notice before payment of 
any savings deposit except as to all saving deposits having the 
same requirement.” 

Mr. HOEPPEL. Mr. Chairman, I move to strike out the 
last word. I am much in favor of the guaranty provisions 
of this bill; and while I have been hearing nothing but bank- 
ing the last few months, I must admit that I need addi- 
tional information if I am going to vote for this bill. I rise 
for the purpose of getting information from the chairman 
on one point in this section. I notice on page 25 of the bill 
it is provided that the interest charged by the bank to the 
borrower shall be 7 percent. In the section under discus- 
sion the interest which the bank pays to the depositor is 
left indeterminate. In other words, the banker is assured 
of his 7 percent, but the poor individual, who has very 
little, if anything, left today, must take such interest rate as 
this self-constituted board may designate. I contend that 
if the Postal Savings Department can stipulate a rate of 
2 percent, we should at least designate that the minimum 
amount these member banks shall pay will be at least 2 
percent. 

The subject of inflation was brought up, and inflation, 
we are told, is going to bring us out of our present distress. 
The only thing that will bring this Nation out of its distress 
is a more equitable distribution of the wealth of the Nation. 

In this provision you are making the rich richer, with no 
provision for the poor. I wish the chairman of the com- 
mittee would inform us what assurance we have if we put 
money in these banks of the amount of interest that we, 


3934 


as depositors, will receive. It is well defined how much we 
will be charged when we go to the bank to borrow, but 
nothing is stipulated as to the interest that is to be paid to 
us on our money deposited. 

Mr. GOLDSBOROUGH. Mr. Chairman, there is nothing 
definite at all about the amount to be charged. The only 
thing that is definite is that the borrower shall not be 
charged more than 7 percent, or 1 percent more than the 
rediscount cost of the Federal Reserve bank, which is regu- 
lated entirely by the law of supply and demand. It goes 
down as low as one half of 1 percent sometimes. 

Mr. HOEPPEL. I admit that, but this provision of 7 per- 
cent stands out in this bill and is the amount the small 
borrower must pay when in financial distress, 

Mr. GOLDSBOROUGH. Seven percent is the extreme 
limit of interest which a member bank can charge a bor- 
rower, and that only in case it can rediscount its paper and 
has to pay 6 percent to rediscount its paper in the Federal 
Reserve banks. The Federal Reserve never has charged 6 
percent except probably during 1921, I believe. Usually it 
is from 2% to 3 percent. 

Mr. HOEPPEL. There is one provision in this bill which 
is definite and positive. You may not be able to give me a 
definite figure as to what interest I am going to receive as a 
depositor, but this I know: That the Post Office Department 
has turned over to the banks of America $1,157,000,000. The 
Government receives from the banks for this amount only 
2½ percent interest; yet, when I go to the bank to borrow 
this money, you as well as I must pay 7 percent interest. 

That is being done today in my district, and that, I say, 
is unfair. We are giving the American banker $45,000,000 
gratuity on our own postal savings. I hope that when this 
proposition comes up in my amendment that the amend- 
ment will be accepted and that no bank will be permitted to 
charge any borrower interest in excess of 100 percent of the 
interest rate the bank pays its depositors. If a bank cannot 
function and stand on its own feet with 100 percent profit on 
our money, it has no economic or business right to exist. 

I yield back the balance of my time, Mr. Chairman. 

The Clerk read as follows: 

Sec, 11. Section 22 of the Federal Reserve Act, as amended 
(U.S.C., title 12, secs. 375, 376, 503, 593-595; Supp. VI, title 12, 
sec, 593), is further amended by adding at the end thereof the 
following new paragraph: 

“(g) No executive officer of any member bank shall borrow 
from or otherwise become indebted to any member bank of which 
he is an executive officer, and no member bank shall make any 
loan or extend credit in any other manner to any of its own 
executive officers: Provided, That loans heretofore made to any 
such officer may be renewed or extended not more than 2 years 
from the effective date of this title, if in accord with sound bank- 
ing practice. If any executive officer of any member bank bor- 
row from or if he be or become indebted to any bank other than 
a member bank of which he is an executive officer, he shall make 
a written report to the chairman of the board of directors of the 
member bank of which he is an executive officer, stating the date 
and amount of such loan or indebtedness, the security therefor, 
and the purpose for which the proceeds have been or are to be 
used. Any executive officer of any member bank violating the 
provisions of this paragraph shall be deemed guilty of a mis- 
demeanor and shall be imprisoned not exceeding 1 year, or fined 
not more than $5,000, or both; and any member bank violating 
the provisions of this paragraph shall be fined not more than 
$10,000, and may be fined a further sum equal to the amount so 
loaned or credit so extended.” 


Mr. BAILEY. Mr. Chairman, I offer an amendment. 

The Clerk read as follows: 

Amendment offered by Mr. Bamry: Page 16, line 18, after the 
word officer’, insert the words “or director”; and add the same 
language at each point in section (g) after the word “officer” 
each time such word is used. 


Mr. BAILEY. Mr. Chairman, this apparently is but a 
simple amendment, but, in fact, it will have considerable 
to do with the final result of the operation of this bill. 
I happen to be one of those who cannot agree that the Fed- 
eral Government should adopt a guaranty of deposits. I do 
it because the experience in my own State has been very 
sad; and I want to say that if, as I believe is true, you are 
going to adopt a guaranty deposit bill, you must tighten the 
laws governing the operation of banks. Otherwise you will 
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find the national banks in the same condition in which we 
found our State banks, 

One of the greatest troubles, one of the worst banking 
practices, has been loans made to people connected with 
banks. For that reason I believe this Congress should add 
in this law a prohibition against borrowing by a director 
from a bank in which he is a director. 

It will be said that we may make it difficult to obtain good 
directors, but I say that is a fallacy that is easily exploded, 
because if a director has good credit, he can borrow money 
from other banks, and if he has not good credit, he ought 
not be permitted to borrow from any bank. This amend- 
ment simply changes the wording of this section so as to 
include the directors of banks with executive officers. 

The CHAIRMAN. The question is on the amendment of 
the gentleman from Texas. 

The question was taken; and on a division (demanded by 
Mr. Go.pssoroucH) there were—ayes 59, noes 51. 

Mr. STEAGALL. Mr. Chairman, I ask for tellers. 

Tellers were ordered, and the Chair appointed as tellers 
Mr. GoLpsBorovuGH and Mr. BAILEY. 

The committee again divided; and the tellers reported that 
there were—ayes 58, noes 80. 

So the amendment was rejected. 

ror BAILEY. Mr. Chairman, I offer a further amend- 
ment. 

The Clerk read as follows: 

Amendment by Mr. Barrer: Page 17, line 3, after the word 
“shall”, insert a comma and the following: “and if the loan is 


made by a member bank the executive officer of such bank making 
the loan shall.” 


Mr. BAILEY. Mr. Chairman, a careful reading of this 
section shows that the executive officer who borrows the 
money is required to make the report. My amendment 
would require the executive officer of the banks making the 
loan also to make a report. In other words, it is simply a 
provision to make it certain that someone not interested in 
the loan is compelled by law to make the report. 

The CHAIRMAN. The question is on the amendment of- 
fered by the gentleman from Texas. 

The amendment was rejected. 

Mr. McFARLANE. Mr. Chairman, I offer an amendment. 

The Clerk read as follows: 

Amendment offered by Mr. McFartane: Between section 11 and 
section 12 add section 11a, as follows: 

“In no case shall the compensation of any member or employee 
be at a rate in excess of the rate of compensation received for like 
or similar work performed under the Classification Act of 1923, as 
amended, and the Civil Service laws and regulations: Provided fur- 
ther, That in no event shall such compensation be at a rate in 
excess of $10,000 per annum less any deductions provided for in 
the act entitled ‘An act to maintain the credit of the Government 
of the United States, approved March 29, 1933.“ 

Mr. LUCE. Mr. Chairman, I make the point of order that 
the amendment is not germane. 

The CHAIRMAN. The Chair will hear the gentleman 
from Texas. 

Mr. McFARLANE. Mr. Chairman, speaking to the point 
of order, this is a separate section to the bill that limits the 
salaries in keeping with the Civil Service laws and the rules 
and regulations thereunder, and is, I think, germane to the 
bill. It is a separate section. 

The CHAIRMAN. The Chair overrules the point of order. 
LET US LIMIT THESE SALARIES AND SAVE MILLIONS FOR THE GOVERNMENT 

Mr. McFARLANE. Mr. Chairman, under the original 
Federal Reserve Act the Federal Reserve Board members 
have the right to administer the act under the Civil Service 
rules. They are not doing this. This amendment permits 
them, if they wish, the way they are operating now, to use 
the Civil Service rules and regulations to administer the 
act; and if they do not care to do that, they can make the 
payment to the different officers and employees on the same 
basis as all Civil Service employees are paid. 

$10,000 PER YEAR IS ENOUGH 

Mr. COLMER. Mr. Chairman, will the gentleman yield? 

Mr. McFARLANE. The other limitation and the amend- 
ment is a limitation of the compensation to be received by 
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the officers and employees to the same pay that you as 
Congressmen are receiving. Is not this fair? Do you not 
think we can get good members to work in the Federal 
Reserve System for not to exceed $10,000 per year? 

Mr. BEEDY. Mr. Chairman, will the gentleman yield? 

Mr. McFARLANE. This is a limitation on the compensa- 
tion we pay these officers. I am informed that many of the 
officers are now being paid salaries from $20,000 to $50,000 
per year. 

I submit in all fairness and with all candor that these 
officers and these employees in the Federal Reserve System 
should not receive any more than you yourselves receive, and 
I believe we can get good men to fill these positions for not 
to exceed $10,000 per year. 

Mr. COLMER. Will the gentleman yield? 

Mr. BEEDY. Will the gentleman yield to me for a mat- 
ter of information? I made the request not long ago. 

Mr. McFARLANE. I yield first to the gentleman from 
Mississippi [Mr. Cotmer], who had an amendment on the 
same subject. 

Mr. COLMER. Do I understand that the gentleman’s 
amendment will limit the pay of the governors in the Fed- 
eral Reserve System to $10,000? 

Mr. McFARLANE. Yes. 

Mr. COLMER. Does the gentleman know that they are 
now receiving as high as $50,000? 

Mr. McFARLANE. Yes. I know that they are receiving 
that amount, and that is the purpose of the amendment. 

Mr. COLMER. I am with the gentleman. 

Mr. McFARLANE. I submit we can get good men for 
this money, and it is money that comes out of the Treasury 
of the United States. It is very important that we limit 
these salaries. 

I now yield to the gentleman from Maine. 

Mr. BEEDT. I did not get the amendment clearly. Is 
the amendment limited in its proposals to the salary of the 
governor of each of the 12 central banks? 

Mr. McFARLANE. No; it covers all the officers and em- 
ployees. 

Mr. BEEDY. Of just the central banks? 

Mr. McFARLANE. No; all 12 of them. 

Mr. BEEDY. That is what I was afraid of. The gentle- 
man understands that the banks that are in the System are 
private banks and the Government has nothing to do with 
them. The gentleman does not mean to propose that the 
Federal Government shall limit the salaries of men em- 
ployed by private banks? 

Mr. McFARLANE. Yes; they are using the credit of the 
United States, and all money over a certain amount plus 
6-percent dividends on their paid-up capital stock under 
the law must be paid into the Treasury of the United States, 
and I want to limit these salaries so as to keep these banks 
from eating up this surplus in big salaries. That is what I 
want to do. I want to limit the salaries of all officers and 
employees of organizations using the credit of the United 
States and making enormous profits accordingly. 

Mr. BEEDY,. I think there would be very sound reason 
in limiting it as to the central banks, but I doubt the wisdom 
of it as to others. 

Mr. McFARLANE. I yielded for a question and not for a 
speech. 

Mr. BOILEAU. Will the gentleman yield? 

Mr. McFARLANE. Yes. 

Mr. BOILEAU. As I understand it, in order for a man to 
be an officer or governor of a Federal Reserve bank he is 
supposed to leave behind him all of his banking connections. 
If the gentleman wants to get a man who has experience in 
banking, naturally he wants to get someone who has been 
in the banking business; and if he has to leave all his other 
connections behind him, does not the gentleman think we 
are possibly limiting it to small an amount if we limit it to 
$10,000? 

Mr. McFARLANE. In answer to the gentleman I would 
point out that in our Federal Reserve district, which is the 
eleventh district, we have had a gentleman there, Mr. Talley, 
who has taken the position of governor of that district, who 
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was receiving $5,000 a year before he received this political 
appointment, and since that time has been receiving several 
times that amount. 

Mr. BOILEAU. The gentleman believes we can get good 
men at this salary? 

Mr. McFARLANE. Yes; I know we can. 

[Here the gavel fell.] 

Mr. LUCE. Mr. Chairman, an examination of the amend- 
ment at the desk indicates that it applies only to officers of 
the Federal Reserve banks. If the gentleman meant also 
to include member banks, then he should modify his amend- 
ment. Whether we would have any right to interfere or 
whether it would be prudent to interfere thus with the prac- 
tices of institutions that are private corporations is another 
question. 

An amendment of this sort to one familiar with the con- 
ditions of living in the big cities where the Federal Reserve 
banks are located, seems wholly unjustifiable. 

Some years ago Samuel L. Vauclain, president of one of 
the Baldwin Locomotive Works, in an article in the Ameri- 
can Magazine, made the estimate that in the city of New 
York there were 50,000 persons who must be making $25,000 
a year or more. Is it conceivable that you would put in 
charge of the huge New York Federal Reserve bank, en- 
trusted with the responsibility of caring for more millions 
of dollars each year than the human mind can conceive 

Mr. COLMER. Will the gentleman yield? 

Mr. LUCE. May I finish the sentence first? 

Mr. COLMER. You may; yes. 

Mr. LUCE. Is it conceivable that you will put in charge 
of such an institution a man not worth receiving more than 
$10,000 a year? Larger salaries than this are paid to men 
in the legal departments of such institutions and they are 
paid because the men can earn more outside than the 
smaller salaries suggested. You would drain your great 
Federal Reserve System of its trained men; its men who 
by long experience in banking and finance have acquired 
powers of administration, who are true executives. Nothing 
could be more rash than for the public to insist that its 
executives handling these millions and millions of dollars 
shall be of that grade suggested by this salary. 

Now, while I am on my feet, I know there is rising in the 
minds of some gentlemen here that fact that our own sal- 
aries, recently $10,000, but are now $8,500. It was for many 
years in the English parliament the custom to pay no sal- 
aries. A small salary has now been paid there for some time 
in order that Labor members may serve. It is a grave ques- 
tion whether it is wise to pay salaries of any kind to mem- 
bers of legislative bodies, but inasmuch as we have estab- 
lished that system, there is no better rule than to say that 
the salary of a legislator shall be that which will allow him 
to leave his ordinary occupations for a time and without 
suffering serve his country. He must look for a great part 
of his reward to the honor of the office, to the satisfaction 
of trying to serve his fellow men and making whatever tal- 
ents the Lord may have given him useful as far as they may 
go, but in the business world the law of supply and demand 
rules. You do not get good men unless you pay them what 
they can receive in other occupations. 

You will, inevitably, by the passage of a provision of this 
sort, lower the quality of the men conducting a system upon 
which the welfare of the country greatly depends. 
[Applause.] 

[Here the gavel fell.] 

Mr. McFADDEN. Mr. Chairman, I am opposed to this 
amendment, not for the reason that the gentleman from 
Massachusetts has suggested but because I do not believe 
that Congress has a right to do this. These are private 
banks. If the amendment extends to member banks, I can- 
not see that we have any business to dictate what salaries 
shall be paid by member banks of the Federal Reserve 
System. 

I agree with the purposes that the gentleman is intending 
to serve. I agree that the salaries of the officers of the 
Federal Reserve banks in many instances are altogether too 
high, but I think the matter should be reached in another 
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Mr. KVALE. Mr. Chairman, will the gentleman yield 


with it by instructing the Federal Reserve Board to make | so that I may make a suggestion to the gentleman from 


the changes suggested. The Federal Reserve Board have 
been most generous with the 12 banks in this matter of 
salaries. It is a subject that ought to be dealt with, but I 
do not think that we would be dealing with it in a proper 
manner by this amendment. 

Mr. WEIDEMAN. Mr. Chairman, I want to give you gen- 
tlemen the savings that would be accomplished by putting 
this amendment in effect. Upon reducing 48 employees of 
the Federal Reserve banks and the Federal Reserve Board 
to $10,000 a year salary, you would save $496,000. 

You have been talking about economy ever since we have 
been here. The gentleman from Massachusetts heretofore 
has been talking economy, and now, not because this little 
item of $496,000 will be saved, but because it affects the big 
bankers, they are not in favor of it. 

These Federal Reserve banks do spend some of our money. 
On page 156 of their report you will find that spent for tele- 
graph and telephone lines, $737,000. 

On page 226 of the Federal Reserve Board report they 
spent for private wires and telephones $251,000. In other 
words, the Federal Reserve Board spent of your money 
$969,414.10 for telephones and private wires. 

On page 151 the expenses of directors’ meetings, $175,000; 
travel, $214,000; printing and office supplies and binding, 
$703,000; amounting to over a million dollars. 

Mr. McFADDEN, Will the gentleman yield? 

Mr. WEIDEMAN. Yes. } 

Mr. McFADDEN. Is the gentleman quoting from the 
Federal Reserve bank report and not from appropriations 
made by Congress? 

Mr. WEIDEMAN. I quote from Federal Reserve Report 
for 1932. We pay for that, whether we pay one way or the 
other. 

Mr. ZIONCHECK. If these salaries were cut from the 
surplus we would receive the revenue? 

Mr. WEIDEMAN. Well, we were supposed to receive a 
certain portion of it, but we never did. The more money 
the Federal Reserve spends, the less there is to be refunded 
to the Treasury. 

Mr. KELLER. Mr. Chairman, I want to say that gener- 
ally speaking, I have been in favor of the changes that have 
so far taken place. Further, what the gentleman from Penn- 
Sylvania [Mr. McFappen] called attention to is literally true. 
The Federal Reserve System is a private banking system. 
I think we have a perfect right to limit expenditures be- 
cause of our right to control, but this is not the place to do 
it. We are getting along here, and we are fooling away a 
lot of time on nonessentials, things that are not vital. I 
hope we will get along and finish this bill up, because the 
work that has been done by this committee is well worthy 
of our support, unless there is a vital reason for not sup- 
porting it. It does seem to me that this is not a vital mat- 
ter and it is not the place to do this thing. If the gentle- 
man will bring this up in a separate bill at the right time 
and make the corrections along that line, I shall not only 
be glad to go along with him and aid him to accomplish the 
things he wants to do, but this is not the time, and it is not 
vital to this matter. 

Mr. McFARLANE. Mr. Chairman, will the gentleman 
yield? 

Mr. KELLER. Yes. 

Mr. McFARLANE. If we want to reduce salaries, why is 
not now the place to start? 

Mr. KELLER. For the reason that the Government of 
the United States does not pay the salaries at all. 

Mr. McFARLANE, But they are using the credit of the 
Government of the United States, they are making their 
money off the credit of the United States, and should not 
we have the right to limit their salaries because we receive 
the surplus? 

Mr. KELLER. But as long as we permit them to go on 
as a private organization I doubt whether we have such a 
right. 


Texas? 

Mr. KELLER. Certainly. 

Mr. KVALE. The gentleman from Pennsylvania [Mr. 
McFappen] in his short talk made a suggestion that might 
be worthy of being followed out at this point. If the gen- 
tleman's amendment is defeated, then offer another amend- 
ment carrying instructions to the Federal Reserve Board. 
Cre McFARLANE. Mr. Chairman, will the gentleman 

e 

Mr. KELLER. Yes. 

Mr. McFARLANE. This amendment is prepared by the 
drafting committee and is in harmony with each and every 
other provision of the bill. If you want to cut these salaries 
this will do the job. 

Mr. TRUAX. Mr. Chairman, will the gentleman yield? 

Mr. KELLER. Yes. 

Mr. TRUAX. The gentleman stated that there was a time 
and a place to introduce the bill. I should like to ask the 
gentleman when that time is and where the place is. 

Mr. KELLER. Iwill answer that and I think I can do it. 
The time and place to introduce the bill is in the next ses- 
sion, when we are not laboring under the necessity of emer- 
gency as we are at the present time. I shall be delighted 
to join with the gentleman in that matter at that time. 

Mr. WEIDEMAN. Mr. Chairman, will the gentleman 
yield? 

Mr. KELLER. Yes. 

Mr. WEIDEMAN. We have put many things into the 
various bills that we have passed almost to the regulation of 
ash cans. 

Mr. KELLER. Unfortunately, we have. 

Mr. WEIDEMAN. Let us just pass this and see what 
happens. Let us start our economy right now. Charity 
begins at home. = 

Mr. KELLER. Yes, but this is not charity; it is business. 
We ought to carry this through and do it as rapidly as pos- 
sible. The amendment is not a vital matter here. 

CAPITAL AND SURPLUS OF FEDERAL RESERVE BANKS 


Mr. PATMAN. Mr. Chairman, I move to strike out the 
last three words. I am in favor of this amendment. The 
Federal Reserve banks were organized in 1913. Each mem- 
ber bank is required—at least, it was in the law—to sub- 
scribe for stock to an amount equal to 6 percent of its capi- 
tal and surplus. They have never paid in more than 3 per- 
cent of their capital and surplus. The largest amount ever 
paid in by the member banks to the Federal Reserve banks 
is $160,500,000. The capital stock of the Federal Reserve 
banks aggregates $321,000,000. On that small capital stock 
of $160,500,000—and it was as low as $100,000,000—those 
banks have transacted business aggregating almost $100,000,- 
000,000 a year. Could they do it on that small capital stock? 
No; it would not be possible. The reason they have been 
able to transact that large amount of business is because 
they were using free of charge the credit of the entire 
Nation. It was contemplated by the framers of the Federal 
Reserve Act that the Federal Reserve System or the Federal 
Reserve banks should pay a small compensation for the use 
of that Government credit, and it was written into section 
16 of the Federal Reserve Act that when the Federal Reserve 
notes were delivered by the Bureau of Engraving and Print- 
ing to a private bank, a Federal Reserve bank, the bank 
should pay to the Treasury of the United States such an 
interest charge as may be assessed by the Federal Reserve 
Board. The Federal Reserve Board set a zero rate, no inter- 
est at all, upon the theory that when the earnings of the 
Federal Reserve banks came in at the end of the year, and 
when the operating expenses of the banks had been paid, 
and 6 percent dividends paid on paid-in capital stock, the 
surplus would go into the Treasury of the United States, 
and therefore the initial interest rate should not be required 
since the surplus would go into the Treasury. 
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GOVERNMENT MONEY BEING SPENT 

Mr. KELLER. Will the gentleman yield? 

Mr. PATMAN. Now, under the present law they are chal- 
lenged, or we dare them to spend all the money they can. 
The more money they spend the less they have to pay into 
the Treasury. That being true, the money they are spend- 
ing is Government money. We really should make the ap- 
propriation for the Federal Reserve banks. We should set 
the salaries of the officers and employees, because it is Gov- 
ernment money they are using. That being true, it is just 
as necessary and essential to place a limitation upon their 
salaries as it is to place a limitation upon the salary of any 
officer or employee of any department of this Government. 
[Applause.] 

Now I yield to the gentleman from Ulinois. 

Mr. KELLER. I should like to know what we are driving 
at in this bill; whether it is to guarantee bank deposits or 
an attempt to rewrite the entire Federal Reserve Act. 

Mr. PATMAN. Well, in any event, when an amendment 
can be offered and passed that would save the Government 
of the United States a half million dollars a year, I see 
no reason why the gentleman should oppose it. Why should 
we permit Federal Reserve banks to pay salaries aggregating 
twenty or thirty or forty or fifty thousand dollars a year out 
of Government money, money that should go to the Treasury 
of the United States, and yet reduce by 15 percent the sal- 
aries of employees who are only making $1,000 a year? 
[Applause.] 

Mr, KELLER. But, I repeat the question to the gentleman 
in different form—that is, what we are driving at is one cer- 
tain, specific thing, and to do no more than that at the 
present time. If the gentleman will write a bill covering the 
thing he is driving at, I will join whole-heartedly and 
enthusiastically with him in putting it forward. 

Mr. PATMAN. I should be glad to do that, were it neces- 
sary, but it is germane to this bill. Anything that is ger- 
mane should be considered. If it is not germane, the Chair- 
man will not permit its consideration. 

The CHAIRMAN. The time of the gentleman from Texas 
(Mr. Parman] has expired. 

Mr. BLANTON. Mr. Chairman, I rise in support of the 
amendment. 

Mr. STEAGALL. Mr. Chairman, I ask unanimous con- 
sent that all debate on this section and all amendments 
thereto close in 5 minutes. 

The CHAIRMAN. Is there objection to the request of 
the gentleman from Alabama [Mr. STEAGALL]? 

Mr. McFADDEN. Reserving the right to object, I should 
like to have 5 minutes on this amendment. 

Mr. STEAGALL. Mr. Chairman, I modify the request to 
make it 10 minutes. 

The CHAIRMAN. Is there objection to the request of the 
gentleman from Alabama [Mr. SreacaLL] that all debate 
on this section and all amendments thereto close in 10 min- 
utes? 

There was no objection. 

Mr. BLANTON. Mr. Chairman, the big salaries paid by 
the Federal Reserve Board to its officers and employees and 
the extravagance of it for several years have been a scandal 
to this Nation. [Applause.] We must stop these tremen- 
dous unearned salaries. Some of the finest bankers of the 
United States are bankers that you find at home—honest, 
sincere, hard-working men, who sometimes work from 8 
o'clock in the morning until 6 and 7 and 8 o'clock in the 
evening, and not many of them get as much as $5,000 a year. 
And many get only $2,500, $3,000, and $4,000, while many 
Officials and employees of the Federal Reserve banks must 
get these tremendous, unreasonable salaries of twenty, 
twenty-five, thirty, thirty-five, forty, and even fifty thousand 
dollars a year. It ought to stop. 

Our former colleague from Texas, Mr. Williams, who went 
out this last election and whose place Mr. MCFARLANE now 
occupies, has put some information into this Recor that 
every Member ought to read. During the last 5 or 6 years 
I have put in statement after statement showing its inex- 
cusable extravagance and the many palaces that have been 
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built with this money by the Federal Reserve Board all over 
the country, outlandish palaces, unreasonable in their 
extravagances. 

Mr. STEAGALL. Will the gentleman yield? 

Mr. BLANTON. Certainly. 

Mr. STEAGALL. Of course, Congress has passed legisla- 
tion to prohibit a repetition of that. 

Mr. BLANTON. Yes; finally we did prohibit it, and we 
should pass legislation to stop these outrageous salaries. 
If not now, when are we going to do it? Are we going to 
put it off until next year or year after next, or until all of us 
here die? We want to do it while we are living do we not? 
When is a better time than right now to put a limitation on 
these scandalous salaries? 

Some Congressmen and some Senators here work as hard 
as any banker in the United States. The time we give to 
the people of this country, in my judgment, is just as valu- 
able as the time that any banker gives, and if Congressmen 
and Senators can work for $8,500 a year, why should you 
pay some of those bankers $50,000. It ought to stop. 
Applause. ] 

The only fault I have with this amendment is that 1 
object to any reference to the Classification Act of 1923. 
That is such a monstrosity that it ought to be repealed. 

Mr. MCFARLANE. Will the gentleman yield? 

Mr. BLANTON. In just one minute. The provision in 
this amendment which limits salaries of the bankers to 
$10,000, as a maximum is good, and I am in favor of it, and 
I hope it will pass. [Applause.] 

Mr. McFARLANE. As to the Civil Service amendment, to 
which the gentleman refers, that is just a guidepost in 
setting the salaries. 

Mr. BLANTON. Well, I do not even like to refer to it 
except to try to repeal it, although it is appropos to Fed- 
eral Reserve bankers, because under that 1923 Classification 
Act there have been so many very ordinary $1,500 clerks 
put into nine- and ten-thousand dollar positions, by a mere 
sleight-of-hand performance of calling them “chief”, or 
“director”, or “commissioner”, that, of course, it ought 
to go along with the Federal Reserve banking legislation. 

Mr. SHOEMAKER. Will the gentleman yield? 

Mr. BLANTON. I yield. 

Mr. SHOEMAKER. Is it not true that the governors of 
the Federal Reserve System are limited to $12,000 a year? 

Mr. BLANTON. Oh, yes; but they pay some of their offi- 
cials twenty, thirty, thirty-five, forty, and even fifty thou- 
sand dollar salaries. 

Mr. SHOEMAKER. That is the way it is done, is it? 

Mr. BLANTON. That is the way it is done. At one time 
in years gone by I sat here with my mouth open, almost 
entranced, every time the gentleman from Alabama [Mr. 
STEAGALL] got up to speak, listening to him. At that time 
he was for cutting down these outrageous expenses of gov- 
ernment, and I have been looking for him to get up every 
minute for the last 10 or 15 minutes and say, “I accept the 
amendment to limit these salaries. It is a good one.” Why 
he does not do it, I cannot understand. 

You know, after fellows get up into these high positions, 
and get to associating with these highbrow Federal Reserve 
bankers their ideas change. [Laughter.] But, after all, 
our friend, the Chairman of the Banking and Currency 
Committee [Mr. STEAGALL], is a good scout, and “with all 
his faults we love him still.” 

Mr. JOHNSON of Minnesota. Mr. Chairman, will the 
gentleman yield for a question? 

(Here the gavel fell.] 

Mr. BLANTON. I yield to my friend, the distinguished 
gentleman from Minnesota, the balance of my time. 

Mr, JOHNSON of Minnesota. Will the gentleman vote 
for a bill I have introduced 

Mr. BLANTON. Certainly I will. 

Mr. JOHNSON of Minnesota (continuing). Limiting the 
salary of the Members of the House and Senate to $7,500 a 
year? 

Mr. BLANTON. I have a similar bill now pending before 
the committee. 
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Mr. McFADDEN. Mr. Chairman, I am just reminded that 
the amendment refers to employees only. It would not apply 
to the officers of the Federal Reserve bank. 

Mr. Chairman, I ask unanimous consent that the amend- 
ment be again read so that Members may know what it is. 

The CHAIRMAN. Is there objection to the request of the 
gentleman from Pennsylvania? 5 

There was no objection. 

The Clerk again read the McFarlane amendment. 

Mr. McFADDEN. Mr. Chairman, again I should like to 
point out to the membership here that the amendment refers 
only to employees. 

Mr. BLANTON. Mr. Chairman, if the gentleman will per- 
mit, I think the suggestion is a wise one. 

I ask unanimous consent, with the approval of my col- 
league, that the word “ officer” be inserted just preceding 
the word “member”, so it will read “officer, member, or 
employee.” 

Mr. McFARLANE. Mr. Chairman, I accept the gentle- 
man’s amendment. 

The CHAIRMAN. Is there objection to the request of the 
gentleman from Texas? 

Mr. BEEDY and Mr. RAMSPECE objected. 

Mr. BLANTON. Mr. Chairman, if the gentleman will per- 
mit, I move to amend the amendment of my colleague by 
inserting the word “ officer ” preceding the word “ member.” 

Mr. RAMSPECK. Mr, Chairman, I make the point of 
order that the amendment must be in writing. 

The CHAIRMAN. The Chair sustains the point of order. 

Mr. BLANTON. I will put it in writing inside of 2 
minutes. 

Mr. McFADDEN. Mr. Chairman, these salaries are paid 
from the earnings of the Federal Reserve banks, private 
banks, and I question very seriously whether we have the 
right to deal with the earnings of these private banks in 
this manner, much as I should like to reach this situation. 

I think also that the amendment as read would include 
member banks. That would include the fixing of the sal- 
aries of the president, vice president, cashier, and other 
officers of member banks located throughout the country. 

Mr. STEAGALL. Mr. Chairman, will the gentleman yield? 

Mr. McFADDEN. I yield. 

Mr. STEAGALL. And a large number of the member 
banks are State institutions, over which we have no juris- 
diction whatsoever. 

Mr. McFADDEN. The gentleman is correct. 

I think it would be well if this could be rephrased so 
as to be a direction to the Federal Reserve Board to do 
this thing that the gentleman is trying to bring about. 

Now, I should like to go as far as the gentleman is pro- 
posing to go in fixing the salaries of some of the officers 
of these city banks. I have a resolution pending before this 
House inquiring into the salary that was paid for the last 
5 years to Albert H. Wiggin of the Chase National Bank. 
I understand now he has been retired at a salary or pension 
which would surprise even the most enthusiastic Member 
here. 

Some of these things should have been attended to by 
the supervising officers of the Federal Reserve bank or 
the Comptroller of the Currency; and such salaries as have 
been paid should have been stopped. 

Mr. McFARLANE. I am sure the gentleman is in sym- 
pathy, is he not, with the purport of the amendment to 
limit the salaries of all these officials? 

Mr. McFADDEN. I am in sympathy with its purport. 

Mr. McFARLANE. Then vote for the amendment. 

Mr. McFADDEN. I do not want to vote for something 
which is none of the business of the House of Represen- 
tatives. 

Mr. McFARLANE. Vote for it and we can correct it in 
free conference. 

Mr. MAPES. Mr. Chairman, a parliamentary inquiry. 

The CHAIRMAN. The gentleman will state it. 

Mr. MAPES. May we have the amendment divided so we 
can vote upon that part which would put the employees of 
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the Board under Civil Service as distinguished from the part 
relating to salaries? i 

The CHAIRMAN. The phraseology of the amendment 
does not permit of division. 

Mr. MAPES. May I call the Chairman’s attention to the 
fact that the limitation as to salaries is included in the 
proviso? It seems to me, therefore, that the amendment 
might be divided in this way. 

The CHAIRMAN. The amendment is not so drawn that 
one part of it being taken away a substantive proposition 


Mr. MAPES. If the Chair will read the amendment and 
then so holds, I will, of course, submit to the Chair’s deci- 
sion, but I call the Chair’s attention to the fact that the 
limitation on salaries is included in the proviso, which is an 
entirely separate and distinct provision. 

The CHAIRMAN. The phraseology of the amendment 
does not permit of division. 

The question is on the amendment offered by the gentle- 
man from Texas. 

The question was taken; and on a division (demanded by 
Mr. McFarLane and Mr. Parman) there were—ayes 55, 
noes 104. 

So the amendment was rejected. 

The Clerk read as follows: 

Sec. 12. The Federal Reserve Act, as amended, is amended by 
inserting between section 24 and section 25 (U.S. C., title 12, sec. 
371 and 601-605; Supp. VI, title 12, sec. 371) thereof the follow- 
ing new section: 

“Sec. 24A. Hereafter no national bank, without the approval 
of the Comptroller of the Currency, and no State member bank, 
without the approval of the Federal Reserve Board, shall (1) 
invest in bank premises, or in the stock, bonds, debentures, or 
other such obligations of any corporation holding the premises 
of such bank or (2) make loans to or upon the security of the 
stock of any such corporation, if the aggregate of all such invest- 
ments and loans will exceed the amount of the capital stock of 
such bank.” 

sort BEEDY. Mr. Chairman, I move to strike out the last 
word. 

I do this to ask the Chairman of the Committee if he 
will not move that the Committee now rise. The Members 
of the House are tired, the members of the Committee are 
tired, and I do not think we ought to be held here any longer. 

Mr. STEAGALL. I may say to the gentleman that 1 am 
urged by the majority leader to try to make further progress 
before we quit this afternoon. 

Mr. BYRNS. Let me say to the gentleman and to the 
House that we have a public-works bill that is longer than 
this, we have an insurance bill for which there is a rule, we 
have a railroad bill, we have a possible tariff bill, and we 
have a possible farm bill that is coming before this House. 
We have read about 17 pages of the pending bill. At this 
rate it will take 4 days to finish the consideration of this 
bill. I think the Members of the House ought to be willing 
to stay here for a reasonable time and let us make some 
progress on the bill before we rise. [Applause.] It is no 
more to me than it is to you, but I say to you that the 
President of the United States and the Members of Congress 
and the people of this country, who are above us all, want 
this Congress to get through with its work and adjourn and 
go home, and we are not going to do it unless we make some 
progress on these bills. 

Mr. BEEDY. Mr. Chairman, we want to get through and 
we want to go home, but we have been here 6 long hours 
and I will stay here without anything to eat until midnight 
if you want me to. 

Mr. BYRNS. There is no intention of requiring that. 

Mr. BEEDY. But I thought I sensed the feeling of the 
House and the Committee. I want to cooperate with the 
gentleman to do all that we ought to do, and I will go just 
as far as any other Member. 

Mr. BYRNS. I appreciate that, and let me say to the 
gentleman that it is only 10 minutes past 5 and I dare 
say there is not anybody in the gentleman’s district or in 
anybody else’s district who quits work at 5 o’clock. We cer- 
tainly can stay here until 6 o’clock or even longer and then 
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get home in time to have our dinner, and I think we ought to 
do this. [Applause.] 
The Clerk read as follows: 


Sec. 14. Paragraph “Seventh” of section 5136 of the Revised 
Statutes, as amended (U.S.C., title 12, sec. 24; supp. VI, title 12, 
sec. 24), is amended to read as follows: 

“ Seventh. To exercise by its board of directors or duly author- 
ized officers or agents, subject to law, all such incidental powers 
as shall be necessary to carry on the business of banking; by 
discounting and negotiating promissory notes, drafts, bills of ex- 
change, and other evidences of debt; by receiving deposits; by 
buying and selling exchange, coin, and bullion; by loaning money 
on personal security; and by obtaining, issuing, and circulating 
notes according to the provisions of this title; and generally by 
engaging in all forms of banking business and undertakings all 
types of banking transactions that may, by the laws of the State 
in which such bank is situated, be permitted to banks of deposit 
and discount organized and incorporated under the laws of such 
State, except insofar as they may be forbidden by the provisions 
of any act of Congress. The business of dealing in investment 
securities by the association shall be limited to purchasing and 
selling such securities without recourse, solely upon the order, 
and for the account of customers, and in no case for its own 
account, and the association shall not underwrite any issue of 
securities: Provided, That the association may purchase for its 
own account investment securities under such limitations and 
restrictions as the Comptroller of the Currency may by regulation 
prescribe, but in no event (1) shall the total amount of any 
issue of investment securities of any one obligor or maker pur- 
chased after this section as amended takes effect and held by 
the association for its own account exceed at any time 10 percent 
of the total amount of such issue outstanding, but this limita- 
tion shall not apply to any such issue the total amount of which 
does not exceed $100,000 and does not exceed 50 percent of the 
capital of the association, nor (2) shall the total amount of the 
investment securities of any one obligor or maker purchased after 
this section as amended takes effect and held by the association 
for its own account exceed at any time 15 percent of the amount 
of the capital stock of the association actually paid in and unim- 
paired and 25 percent of its unimpaired surplus fund. As used 
in this section the term ‘investment securities’ shall mean mar- 
ketable obligations evidencing indebtedness of any person, copart- 
nership, association, or corporation in the form of bonds, notes, 
and/or debentures commonly known as investment securities 
under such further definition of the term ‘investment securities’ 
as may by regulation be prescribed by the Comptroller of the 
Currency. Except as hereinafter provided, or otherwise permitted 
by law, nothing herein contained shall authorize the purchase by 
the association of any shares of stock of any corporation. The 
limitations herein contained as to investment securities shall not 
apply to obligations of the United States, or obligations of any 
State or of any political subdivision thereof, or obligations issued 
under authority of the Federal Farm Loan Act, as amended, or 
any other acts creating Federal corporations: Provided, That in 
carrying on the business commonly known as the safe-deposit 
business the association shall not invest in the capital stock of a 
corporation organized under the law of any State to conduct a 
safe-deposit business in an amount in excess of 15 percent of the 
capital stock of the association actually „paid in and unimpaired 
and 15 percent of its unimpaired surplus, 

The restrictions of this section as to dealing in investment 
securities shall take effect 2 years after the date of the approval 
of this act. 

Sec. 15. (a) Section 5138 of the Revised Statutes, as amended 
(US.C., title 12, sec. 51; supp. VI, title 12, sec. 51), is amended 
to read as follows: 

“Sec. 5138. After this section as amended takes effect, no na- 
tional banking association shall be organized with a less capital 
than $100,000, except that such associations with a capital of not 
less than $50,000 may be organized in any place the population 
of which does not exceed 6,000 inhabitants. No such association 
shall be organized in a city the population of which exceeds 
50,000 persons with a capital of less than $200,000, except that 
in the outlying districts of such a city where the State laws permit 
the organization of State banks with a capital of $100,000 or 
less, national banking associations now d or hereafter 
organized may, with the approval of the Comptroller of the Cur- 
rency, have a capital of not less than $100,000,” 

(b) The tenth paragraph of section 9 of the Federal Reserve Act, 
75 amended (U.S. C., title 12, sec. 329), is amended to read as 

ollows: 

“No applying bank shall be admitted to membership in a 
Federal Reserve bank unless it possesses a pald-up unimpaired 
capital sufficient to entitle it to become a national banking 
association in the place where it is situated under the provisions 
of the National Bank Act, as amended.” 

Sec. 16. Section 5139 of the Revised Statutes, as amended (U.S. C., 
title 12, sec. 52; supp, VI, title 12, sec 52), is amended by adding 
at the end thereof the following new paragraph: 

` “After 2 years from the date of the enactment of the Banking 
Act of 1933, no certificate representing the stock of any such asso- 
ciation shall represent the stock of any other corporation, except 
a member bank, nor shall the ownership, sale, or transfer of any 
certificate representing the stock of any such association be con- 
ditioned in any manner whatsoever upon the ownership, sale, or 
transfer of a certificate representing the stock of any other cor- 
poration, except a member bank.” 


Mr. McFADDEN. Mr. Chairman, I move to strike out the 
last word. 

Mr. Chairman, I rise for the purpose of asking the gentle- 
man from Tennessee [Mr. Byrns], in view of the colloquy 
that recently took place with the gentleman from Maine 
about the need for haste in the consideration of this legis- 
lation, whether this bill is a part of the emergency program 
of the President? 

Mr. BYRNS. I have no information on the subject. 

Mr. McFADDEN. I may say that the papers today have 
given out a program that the President, apparently, put out, 
and this bill is not a part of that program. 

Mr. BYRNS. I have no information that it is. 

Mr. McFADDEN. I will say to the gentleman further 
that I am reliably informed that the Secretary of the Treas- 
ury is unalterably opposed to this bill, and I am trying to 
find out in this great rush we are in whether or not the 
administration considers this a part of the emergency pro- 
gram. 

Mr. BYRNS. I may say to the gentleman that I have 
no information that it is, but I do know that it is to be 
followed by 2 or 3 or 4 bills that are of vital interest to the 
administration and which the administration is anxious to 
have passed. 

Mr. McFADDEN. In view of the fact that the gentleman 
has no information as to whether or not this measure is a 
part of the emergency program and in view of the further 
fact that there is no emergency provision in this bill, I want 
to suggest to the gentleman that this bill be laid aside and 
that we carry out the President's program. [Applause.] 
After that program is finished, if there is a chance to con- 
sider this bill, I suggest that that would be the proper course 
to pursue. 

Mr. BYRNS. I will say to my friend from Pennsylvania 
that this bill is now before the House. He should address 
his appeal, of course, to the Chairman of the Banking and 
Currency Committee; but if the gentleman will assist Mem- 
bers in quickly disposing of the bill we will get to the emer- 
gency program of the President very quickly. Ido not want 
to deny anybody the right to offer any legitimate amend- 
ments, but it does seem to me that we should discuss our 
amendments and dispose of this bill within a reasonable 
time, and that is all I am asking. 

As I said a while ago, it is no more to me than it is to 
any other Member of the House, but I do think it is impor- 
tant, and particularly important to Members upon this side 
of the aisle to get through with this legislation so that we 
can go home, as the people want us to do. 

Mr. BEEDY. Will the gentleman from Pennsylvania yield 
to me while I ask the gentleman from Tennessee a question? 

Mr. McFADDEN. I yield. 

Mr. BEEDY. Is it the purpose to take this bill up tomor- 
row and make it the order of business tomorrow and con- 
tinue with its consideration? 

Mr. BYRNS. That is my understanding. I have no in- 
formation to the contrary. 

Mr. BEEDY. And there has been no request to postpone 
the consideration of the bill until Wednesday? 

Mr. BYRNS. Not to my knowledge. E 

Mr. McFADDEN. Under the statement the gentleman has 
just given, it seems to me that the bill should be laid aside, 
and I want to ask the gentleman from Alabama if he will 
not agree to laying the bill aside so that the President’s 
program can be carried out. This evidently is not a part 
of his program. 

Mr. STEAGALL. Is the gentleman speaking for the Presi- 
dent of the United States? 

Mr. McFADDEN. I read the announcements made in the 
paper. I am trying to get some information from the ad- 
ministration leadership on the floor of the House, and I 
am still seeking information whether this is a part of the 
President’s emergency plan. 

Mr. BYRNS. That has nothing to do with the merits or 
demerits of this bill. We have no information from the 
President as to his views on this. If the gentleman will go 
down and see the President he will doubtless tell him, but so 
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far as I know he has not given any information as to his 
position on this bill. 

Mr. McGUGIN. Mr. Chairman, I offer the following 
amendment. 

The Clerk read as follows: 

Amendment offered by Mr. McGuorn: Page 22, lines 13 and 14, 
strike out the words “six thousand” and insert in lieu thereof 
the words “ fifteen thousand; and in line 14 strike out the period 
and insert in lieu thereof a comma and add the following: “ ex- 
cept further in cities of not to exceed six thousand inhabitants 
the amount of capital required shall not exceed twenty-five thou- 
sand, and in cities of less than three thousand inhabitants the 
amount of capital required shall not exceed $15,000.” 

The CHAIRMAN. The gentleman is proposing an amend- 
ment to section 15. We have passed that section. 

Mr. STEAGALL. Mr. Chairman, I make the point of 
order against the amendment. 

The CHAIRMAN. The Chair sustains the point of order. 

Mr. McGUGIN. I move to strike out the last word. If 
there was ever any question that it is the very purpose of this 
committee and those sponsoring this bill to drive the State 
banking system into the Federal Reserve System, this action 
of the Chairman closes the book on that subject. 

I did not think the gentleman from Alabama would raise 
the question, in view of the fact that we went by the section 
when Members of the House could not keep track of where 
the Clerk was reading. 

Here is what the facts are: When you take section 5138, 
the minimum capital for any bank is $50,000; and when 
you turn to the next section the minimum capital for an 
applying bank in the Federal Reserve is the same as would 
be required if the bank was seeking an initial charter. 

Under this bill no bank can come into the Federal Reserve 
System with less than $50,000 capital, and then it must be 
located in a city of less than 6,000 inhabitants. That means 
an end of independent banking in small towns. That is the 
very purpose of this bill. The small banks will be driven 
out and the people will demand banking facilities, and then 
they will be forced to turn to chain banks in order to obtain 
banking facilities. 

There is no greater hypocrisy, no greater falsehood 
uttered in the name of banking, than that which frequently 
is said—that these small banks were the ones that broke 
down the banking system of the country. I deny the charge. 
It was the large banks that contributed most to the de- 
moralizing of the banking system of the country. What 
State bank came down to Washington as Dawes did and 
begged the Government for $90,000,000 in order to keep its 
doors open? Was it the failure of a country bank that 
caused the banks of this country to close a few weeks ago? 
No. It was the failure of a great bank in Detroit. I resent 
the slander against the State and local banks. It is the very 
purpose of the majority of the Banking and Currency Com- 
mittee to destroy the State banking system and draft it into 
a national system. 

They want to drive this country into one bank system, a 
national system, and that is the thing that I am opposing, 
and we have no chance to reach it now, after you have gone 
by this section, because the capital stock must be a minimum 
of $50,000, and as we go on in the bill a State bank cannot 
obtain this insurance unless it becomes a Federal Reserve 
bank, and to become a Federal Reserve bank it must have a 
capital of $50,000, or meet rules and regulations that a board 
which is not yet set up shall make, and no one knows what 
those rules will be. 

Mr. GILCHRIST. Mr. Chairman, will the gentleman 
yield? 

Mr. McGUGIN. Yes. 

Mr. GILCHRIST. Did the gentleman hear section 15 
read by the Clerk, or did any other man in this House hear 
it read? 

Mr. McGUGIN. I did not; and I was listening atten- 
tively. I did not hear it, and I was sitting on the front 
seat. I am certain it was not read. The only reason we 
cannot offer an amendment to reach that section is because 
the Banking and Currency Committee, through its chairman, 
Mr. Sreacatt, is taking advantage of the fact that it was 
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not read, or if read a Member could not hear the reading of 
the section and he is now invoking the rule that we cannot 
offer such an amendment at this time. 

S 97 O’CONNOR. Mr. Chairman, will the gentleman 

Mr. McGUGIN. Yes. 

Mr. O’CONNOR. Mr. Chairman, I ask unanimous consent 
that the gentleman be permitted to offer his amendment. 

Mr. McGUGIN. I thank the gentleman. 

Mr. GILCHRIST. The section was not read and I 
know it. 

The CHAIRMAN. The gentleman from New York asks 
unanimous consent that the gentleman from Kansas be per- 
mitted to offer an amendment. Is there objection? 

Mr. HOLLISTER. Mr. Chairman, I object. 

Mr. McGUGIN. I thought so. The gentleman from Cin- 
cinnati, Ohio [Mr. HoLLISTER], knows little about the needs 
of farm credit or the credit of a man living out in the 
country, or a small merchant; he knows the credit needs of 
Cincinnati. 

Mr. LUCE. Mr. Chairman, I am somewhat surprised at 
the attitude of my friend from Kansas [Mr. McGucr] 
because if his view in respect to the deflation of the dollar 
takes place, and the dollar is cut in two, then $50,000 to- 
morrow will be the equivalent of $25,000 today. Inasmuch 
as he advocates very strongly that change I do not think 
he ought to disturb these figures, lest the result might not 
be consistent with that obtained by cutting the value of the 
dollar in two. 

Mr. McGUGIN. Will the gentleman yield? 

Mr. LUCE. Certainly. 

Mr. McGUGIN. Assuming that the gentleman knows 
something about rural credit and needs, does the gentleman 
think there is any need in a town of 1,500 to 3,000 people 
for a bank having the capitalization of $50,000 as a 
minimum? 

Mr. LUCE. Inasmuch as the record of the failures of 
9,000 banks in the last 10 years shows that a chief cause 
of their failure has been too small an amount of capital, 
I think the gentleman is butting his head against a fact. 

Mr. McGUGIN. Did lack of capitalization cause Mr. 
Dawes’ bank to fail? Was it lack of capitalization that 
caused the Detroit banks to fail? 

Mr. LUCE. Oh, the gentleman is drawing a herring 
across the trail to distract our attention from the small 
banks, to which he addressed his remarks. We are con- 
cerned at the moment with the small banks and the fact 
that all the thinking men of the country in these matters 
of finance attribute a very great part of the distressing fail- 
ures of the last 10 years to their lack of capitalization. 

Mr. McGUGIN. I say to the gentleman if it is the pur- 
pose of the gentleman to do away with the small banks, he 
is succeeding admirably. 

Mr. LUCE. We are going to make the small bank safe or 
we will put it out of business. 

Mr. McGUGIN. I thank the gentleman for that last 
statement. 

Mr. STEAGALL. Mr. Chairman, will the gentleman 
yield? 

Mr. LUCE. Yes. 

Mr. STEAGALL. I suggest to the gentleman from Massa- 
chusetts that the restrictions to which the gentleman from 
Kansas objects applies only to national banks, or to a State 
bank which joins the Federal Reserve System. Those re- 
strictions will increase the chartering of small State banks 
all over the country, out of their necessity. 

Mr. McGUGIN. Will the gentleman yield? 

Mr. STEAGALL. The gentleman from Massachusetts has 
the floor. 

The CHAIRMAN. The time of the gentleman from 
Massachusetts has expired. 

Mr. STEAGALL. Mr. Chairman, I move that all debate 
on this section and all amendments thereto do now close. 

Mr. McFADDEN. I hope the gentleman will not do that. 
He will not gain time by that sort of tactics. 
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The CHAIRMAN. The question is on the motion of the 
gentleman from Alabama [Mr. STEAGALL]. 

The question was taken; and on a division (demanded by 
Mr. McGuern) there were—ayes 71 and noes 29. 

Mr. McGUGIN. Mr. Chairman, I demand tellers. 

Tellers were refused. 

So the motion was agreed to. 

Mr. McGUGIN. Mr. Chairman, I make a point of order. 

The CHAIRMAN. The gentleman will state it. 

Mr. McGUGIN. I now make the point of order that the 
page including section 15 was never read by the Clerk. 
That was my judgment at the time, and I was watching it. 
I was not prone to make the point of order until I find Iam 
substantiated in that statement by other Members on the 
floor. 

The CHAIRMAN (Mr. Cannon of Missouri). 
of order is overruled. 

Mr. FISH. Mr. Chairman, I ask unanimous consent that 
the gentleman from Kansas [Mr. McGucrn] be permitted to 
offer his amendment. I think there was so much confusion 
in the House at the time that no one knew just where the 
Clerk was reading. The gentleman should at least have 
a right to offer his amendment. 

Mr. BYRNS. How much time will it require? 

Mr. McFADDEN. I should like 5 minutes. 

Mr. BYRNS. The gentleman from Kansas has already 
spoken 5 minutes. 

Mr. FISH. Give the gentleman 2 minutes then. 

Mr. BYRNS. If the gentleman will confine it to 2 min- 
utes’ debate I hope there will be no objection. 

Mr. McFADDEN. Reserving the right to object, I should 
like 5 minutes on this amendment. 

The CHAIRMAN. The gentleman from New York [Mr. 
FisH], asks unanimous consent that the gentleman from 
Kansas [Mr. McGucrv], may be allowed to offer an amend- 
ment out of order, and that debate thereon be limited to 
2 minutes. Is there objection to the request of the gentle- 
man from New York? 

Mr. McFADDEN. Reserving the right to object, I should 
like to discuss the amendment for 5 minutes. 

Mr. CHAVEZ. Mr. Chairman, I object. 

Mr. BYRNS. Mr. Chairman, let me say that I dare say 
the gentleman from Pennsylvania [Mr. McFappEen] has 
taken more time on this bill than any other Member of the 
House. It does seem to me the gentleman ought to permit 
those Members here, who are anxious to dispose of this bill 
or to get along as far as page 49 to do so, and then come 
back here tomorrow at 11 o’clock. 

Mr. McFADDEN. I am not attempting to delay the bill. 
This is an important provision. It may be that I am un- 
necessarily taking up the time of the House. 

Mr. BYRNS. Mr. Chairman, if it means 7 minutes’ de- 
bate I will take the responsibility of objecting myself. 

The CHAIRMAN. Is there objection to the request of the 
gentleman from New York [Mr. FisH] limiting the debate 
to 2 minutes? 

Mr. CHAVEZ. Mr. Chairman, I object. 

The Clerk read as follows: 

Sec. 17. (a) After the expiration of 2 years after the date of 
enactment of this act, it shall be unlawful— 

(1) For any person, firm, corporation, association, business trust, 
or other similar organization, engaged principally in the business 
of issuing, underwriting, selling, or distributing, at wholesale or 
retail, or through syndicate participation, stocks, bonds, deben- 
tures, notes, or other securities, to engage at the same time to 
any extent whatever in the business of receiving deposits subject 
to check or to repayment upon presentation of a passbook, certifi- 
cate of deposit, or other evidence of debt, or upon request of the 
depositor; or 

(2) For any person, firm, corporation, association, business trust, 
or other similar organization, other than a banking institution 
or private banker subject to examination and regulation under 
State or Federal law, to engage to any extent whatever in the 
business of receiving deposits subject to check or to repayment 
upon presentation of a passbook, certificate of deposit, or other 
evidence of debt, or upon request of the depositor, unless such 
person, firm, corporation, association, business trust, or other simi- 
lar organization shall submit to periodic examination by the 
Comptroller of the Currency or by the Federal Reserve bank of 


the district and shall make and publish periodic reports of its 
condition, exhibiting in detail its resources and Liabilities, such 
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examination and reports to be made and published at the same 
time and in the same manner and with like effect and penalties 
as are now provided by law in respect of national banking asso- 
ciations transacting business in the same locality. 

(b) Whoever shall willfully violate any of the provisions of this 
section shall upon conviction be fined not more than $5,000 or 
imprisoned not more than 5 years, or both, and any officer, director, 
employee, or agent of any person, firm, corporation, association, 
business trust, or other similar organization who knowingly par- 
ticipates in any such violation shall be punished by a like fine or 
imprisonment or both. 


Mr. McFADDEN. Mr. Chairman, I offer an amendment, 
which I send to the desk. 

The Clerk read as follows: 

Amendment offered by Mr. McFappen: On page 25, after line 6, 
insert the following new sections: 

“Sec, —. That any person, firm, or corporation subject to the 
laws of any State or Territory of the United States and acting in 
any fiduciary capacity for another residing within another State 
or Territory, or in the District of Columbia, who shall use the 
mails to induce others or another living within or outside the 
State or Territory where such person, firm, or corporation resides, 
or does any profit-gaining business, or who shall by an argument, 
advertisement, device, or other method persuade or induce others 
or another to enter into an agreement or arrangement to avoid 
the payment of any tax or revenue due or liable to become due 
to the Government of the United States, shall be guilty of a 
felony, and all persons combining, cooperating, or acting with 
one or more other persons for the purpose herein declared a 
felony shall be likewise guilty of a felony. 

“No officer, agent, employee, attorney in fact or proxy, for any 
stockholder of a corporation doing business under the National 
Banking Act, or doing an interstate business of any kind within 
the United States or any of its States or Territories, when such a 
stockholder shall be either a trustee, agent, attorney, 
depository, or holder of the capital stock of any such corporation, 
for anyone owning a legal, equitable, or beneficial interest in said 
capital stock, for the purpose of voting said stock at any meeting 
of such corporation, or for the purpose of holding or accumulating 
said stock in any manner to avoid the payment of any tax or 
revenue due or to become due the Government of the United 
States, or to give to anyone holding or exercising any control 
over said capital stock the power to vote the same at any election 
of such corporation, shall hereafter hold or vote such capital 
stock at any meeting of any such corporation without the writ- 
ten consent of the owner of such legal, equitable, or beneficial 
interest of or to such capital stock. 

“Any person or firm convicted of any violation of any provi- 
sions of this section shall be imprisoned for a term of not less 
than 3 years nor more than 10 years in a Federal penitentiary, 
and to pay a fine of not less than $2,000 nor more than $10,000, 
and, in the case of a violation by a corporation, such corporation, 
upon conviction, shall pay a fine of $10,000, together with all the 
costs incident to the prosecution thereof.” 

Mr. GOSS. Mr. Chairman, I make a point of order 
against the amendment. 

Mr. McFADDEN. Will the gentleman reserve the point 
of order? 

Mr. GOSS. I am willing to reserve the point of order. 

Mr. McFADDEN. Mr. Chairman, my amendment pro- 
poses to deal with a subject which is of tremendous im- 
portance. I refer to the trust departments of National and 
State member banks of the Federal Reserve System. In 
the operation of these departments in some of the big cities 
of the country there are great abuses. The trust officers of 
those institutions, under the authority of the officers of the 
main bank, are resorting, in the handling of estates, to 
practices which I am surprised that the heads of the banks 
themselves even permit to continue. I am the more sur- 
prised that the supervisory officer of the Federal Reserve 
System allows it to continue. 

Those trust officers, in carrying on sacred trust operations, 
are conniving with the people to leave their trust funds with 
the institution, under the assurance and promise that if they 
will do so they will secure them a refund or a cutting out 
of the legal taxes which are due the United States Govern- 
ment. That is a practice that should be stopped. I am 
trying to reach that in this amendment. I believe this 
amendment will cure it. This, I realize, is subject to a point 
of order; but I appeal to the committee and to the member- 
ship of this House to permit the enactment of the provision 
in this bill. 

It will correct the evil that now is practiced. I realize 
that the gentleman from Connecticut [Mr. Goss], who has 
raised the point of order, will make the point of order; and 
because of this fact I shall not be able to say all that should. 
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be said, so I shall extend my remarks so that the Member- 
ship may know and understand what I am trying to do. 

These remarks are as follows: 

I want to call attention to a practice that has grown up 
in the operation of trust departments of banks, members of 
the Federal Reserve System, and otherwise, known as their 
trust or estates department, a comparatively new venture 
developed during the past few years and now not supervised 
as this sacred trust business should be supervised. It is 
through this channel that unscrupulous bank officers have 
proceeded and now are continuing to proceed in their 
nefarious scheming to defraud the public and particularly 
these trust accounts and the estates which are trusted to 
the bank for safe-keeping. Clever lawyers have so manipu- 
lated trust agreements between banks and their clients’ trust 
estates as to give these unscrupulous officers practically entire 
control over the management of the securities placed in 
these departments, and history records almost a complete 
spoliation of many estates that have been entrusted to some 
of our leading financial institutions. 

This business has become so profitable that the officers 
of these trust departments are now engaged in soliciting 
among aged wealthy people and others that their life sav- 
ings or gains be placed with them for safe-keeping. In 
some instances owners of estates have been so deceived as 
to the agreement or understanding entered into for the 
management of their estates as to deprive their heirs of 
practically any rights whatsoever, and an investigation will 
show in some instances where estates have been entirely 
plundered and the rights of the heirs entirely taken away 
and the assets purloined for the benefit of the bank or its 
managing officers. 

I intend this to be a severe indictment of this particular 
class and operation of trust business, and I desire to cite 
one specific instance which is illustrative probably of many 
others in the hope that the calling of attention to this 
particular phase of the banking business as now conducted 
throughout the country will bring about a thorough in- 
vestigation and correction of the dastardly practices that 
are being pursued. 

In some of the larger institutions this particular business 
is mixed up along with the investment and security affiliates. 
It would almost seem as though some of these supposedly 
strong, well-managed financial institutions, officered by out- 
standing men with national reputations, were organized and 
operated as rackets, with legal departments officered by 
clever lawyers who maintain lobbies at the State and Na- 
tional capitals for the purpose of directing the course of 
legislation so as not to interfere with their own particular 
methods of operation. 

In what I am about to say now I have in mind one of the 
leading institutions of this character in the United States, 
whose assets are in excess of $500,000,000. This institution 
is practicing the very kind of business that I am referring to. 
Its affiliates and subsidiaries and trust departments are cap- 
italized with over $5,000,000. It is a common practice for 
this class of institutions which are engaged in distribution 
of securities to use the funds in these trust departments to 
trade in and out, and oftentimes stable, well-seasoned se- 
curities, which are placed in these trusts, have been taken 
out and unseasoned securities of speculative nature and of 
questionable value have been substituted, and estates have 
thus been depleted in this manner. 

In other instances, securities of an inferior grade held by 
the parent institution or one of its affiliates have been un- 
loaded into these sacred trust estates which are supposed to 
be honestly managed by the officers of the institution. 

In this particular instance the unscrupulous officers of 
this institution have not been content with the exploitation of 
these trust estates, but have extended their nefarious opera- 
tions to exploit the stockholders of the institution of which 
they are the trusted and supposedly respected officers. In 
order to accomplish this they have organized within them- 
selves securities companies through which are liquidated the 
good assets of the parent institution. These liquidated assets 
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of officers of the same institution who profit personally, 
either through their control of the affiliate or by the losses 
which have been thus sustained by the stockholders in the 
supposed liquidation of assets which have been depreciated 
in value by one reason or another through the process of 
writing down the good securities and substituting in their 
place the worthless stuff of the subsidiaries. Under this 
plan, the inside group are enabled to pick up great bargains 
for half their market value, while the rest of the stock- 
holders are left to hold the sack filled with worthless junk. 

So that you may know how this plan works, a piece of 
property worth $1,000,000 right now in sound values is 
written down to $300,000, foreclosed on, and taken over by 
the inside gang by a bid of $200,000, which carries a defi- 
ciency judgment with it for the rest. It is a rich melon, 
but it is nevertheless a form of looting peculiarly known and 
practiced by certain New York City bankers who are now 
on the griddle or are about to be placed there for violations 
of the laws of the land. In some instances even the money 
used to buy at sheriff sale is lent by the bank to the inside 
gang in control of the inside subsidiaries. 

In connection with this course, drives have been put on to 
depress the stock of the bank, then buy it up and gain 
absolute ownership of it for as low as 30 percent of its 
value, also on money borrowed from the bank itself. 

The officers of these trust departments and their attorneys 
have invented a scheme to evade income taxes and by such 
practices which are now in operation are actively engaged 
5 to defraud the Government of the United 
S 5 

The part taken by the officers in control of the trust de- 
partment is new to most people so I will give you the plan 
which has been uncovered from the brokers who have been 
engaged in the stock transactions for these bankers. The 
heads of the trust department under the guidance of their 
able lawyers have organized a policy for absorbing the 
income of beneficiaries into capital asset of all estates, such 
as stock dividends, for the purpose of market manipulation. 
That declared policy is this: The trust department does not 
regard the book value or the market value of stock divi- 
dends coming into estates under their control in making dis- 
tribution of the income. They always look to the actual 
value of the stock coming in as a stock dividend. Only the 
actual values are regarded by them. Then in the open court, 
within the hearing of all the lawyers for the brokers on the 
street, ready to pick up stock thrown over by frightened 
stockholders, the annual accounts of the trust estates, with 
the inside and superior knowledge of trust officers knowing 
all the inside facts about the securities held by the bank 
itself, which have any bank stock in the list of their securi- 
ties report to the court openly that this “actual value” is 
from 50 to 75 percent less than it is carried at on the books 
of the bank which issued it. This happens in many in- 
stances and many people are caught to their sorrow. 

There is another angle to this conspiracy. By absorbing 
the stock dividends into the corpus of the fund the income 
taxes, after the decision in United States v. Phellis (257 U.S. 
156), are avoided and the earnings of the trustee is increased 
by the amount of the dividends withheld from distribution. 
This has been done to boost the price of the stock on the 
market and among new subscribers while the insiders were 
unloading their securities on the bank proper—a favorite 
plan to depress values and permit the officers to gather it in 
for themselves. 

This loose plan of the conduct of these trust departments 
of banks that are under Government and State supervision 
should be looked into by the Department of Justice of this 
Government because the supervision of the operations of 
these banks and their trust departments have not been 
properly carried on by the Federal Reserve management or 
by the Comptroller of the Currency. 

The fact of the matter is that these big banks doing the 
particular business that I am referring to are so powerful 
and influential, financially and politically, that they use this 
influence to overcome any possible interruption to the racket 
which they are carrying on. The literature and correspond- 
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ence of these officers who are corruptly carrying on these 
trust departments discloses clearly a conspiracy to defraud 
the Government out of its income taxes. In fact they secure 
much of their business on the basis that they will in the 
handling of these life trusts avoid the payment of legal 
taxes due the United States Government. 

When the Department of Justice starts its investigations 
of the handling of these trusts it will find many exquisite 
pieces of literature, such as I am referring to, which invites 
the prospective “living trust” customer into a conspiracy 
with the trust officers to evade their income taxes to the 
Federal Government. The trustees offer to save more than 
enough to take care of their fees for all their services. They 
will split on these savings to save the honest taxpayer over 
half his taxes due the Government, and the citizens thus 
corrupted are allowing the trustees to keep part of what 
they prevent the Government from collecting from honest 
men after their corruption. To say the least, this is a fine, 
ethical standard for a bank. 

The Income Tax Act provides a penalty of fine, costs of 
prosecution, and imprisonment for evasion of its provisions. 
Our Federal Criminal Code takes care of that. Section 37 
covers acts of conspiracy to defeat the purposes of our 
revenue laws. It even goes so far as to protect war sav- 
ings stamps from financial jugglery, as seen by the decisions 
of United States v. Janowitz (257 U.S. 42), also United States 
v. Hutto (256 U.S. 524), and Goldman v. United States (245 
U.S. 474), where it is held that an unlawful conspiracy to 
bring about an illegal act, and the doing of an overt act, in 
furtherance of such conspiracy, is inherently and substan- 
tially, in itself, a crime, punishable as such irrespective of 
whether the result of the conspiracy has been to accomplish 
its illegal end. I would point out that the mere criminal 
agreement is the gravemen of the offense, under section 37 
of our Criminal Code. And what is a conspiracy? It is 
held in the case of Duplex Printing Press Co. v. Deering, 
(254 U.S. 443), that a “conspiracy” is a combination of 
two or more persons, by concerted action, to accomplish a 
criminal or unlawful purpose, or (b) to accomplish some 
purpose not in itself criminal or unlawful, by criminal or 
unlawful means. This, I believe, is the general and univer- 
sal rule. 

I would point out that, when these trust officers tell their 
customers that their plan is the lawful way to evade pay- 
ing their income taxes as they are now doing, they are 
entering into a conspiracy to defraud the Government that 
is indictable under our laws. I would point out the simi- 
larity of these cases to the cases that I have referred to the 
Attorney General of the United States, namely, Andrew 
W. Mellon, the Union Trust Co. of Pittsburgh, and the 
coalesced company, where these three interests have con- 
spired together for the purpose of avoiding the payment of 
legal taxes due the United States Government. The same 
applies to the cases which are now pending before the Gov- 
ernment and the Federal courts in the Gulf Oil cases, 
wherein W. L. Mellon and his associate officers entered into 
a profit-sharing agreement through which agreement mil- 
lions of dollars’ worth of Gulf Oil stock was distributed to 
the officers of the Gulf Refining Co. for the purpose of de- 
frauding the Government out of legal taxes that were due it. 
These kind of practices and many others which are now 
known are responsible for the lack of confidence which is so 
prevalent in Government and financial institutions. This 
Government must rid our banks of this kind of banditti, 
and if it does not do so they will spread throughout the 
land an epidemic of treason that will overthrow the Govern- 
ment and make our country a nation of slaves and syco- 
phants and cowards. 

I am proposing, therefore, to provide for the punishment 
of these acts, relating to the violation by officers of banks 
of the revenue laws, in an amendment which I hope this 
House will adopt when it is offered in connection with other 
amendments to this bill which will be made during its 
consideration. 

Mr. GOSS. Mr. the amendment clearly is 
subject to a point of order. It brings in a lot of extraneous 
matters the committee have not had the opportunity of 
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going into. Therefore, I shall have to make the point of 
order. 

The CHAIRMAN. Does the gentleman insist on his point 
of order? 

Mr. GOSS. Yes, Mr. Chairman; I insist on the point of 
order. 

The CHAIRMAN. Does the gentleman from Pennsyl- 
vania desire to be heard on the point of order? 

Mr. McFADDEN. Yes, Mr. Chairman; I desire to be 
heard on it. A 

Mr. BYRNS. The gentleman just admitted it was subject 
to a point of order. 

Mr. McFADDEN. That is all right; I have the right to be 
heard on it. 

The CHAIRMAN. Has the gentleman admitted it was 
subject to a point of order? 

Mr. BYRNS. I ask that the Chair rule on the point of 
order. 

The CHAIRMAN. The Chair sustains the point of order. 

Mr. McFADDEN. It is very evident a proper discussion 
of the provisions of this bill cannot take place. 

Mr. McGUGIN. Mr. Chairman, I move to strike out the 
last word. 

Mr. Chairman, I make this motion to strike out the last 
word because I want it to appear clearly in the RECORD so 
that the country may know it and so that the body at the 
other end of the Capitol may know it when this bill gets 
over there, that when this bill was in the House, section 
513 (a), the section which pertains to the capitalization of 
national banks, was deliberately skipped, that it was not 
read to the House, that the Constitution was made a scrap 
of paper in that respect. 

Mr. STEAGALL. Mr. Chairman, a point of order. 

Mr. McGUGIN. The gentleman should make a point of 
order to clear himself, considering the trick he played in 
order to shut off amendments in the consideration of this 
section of the bill. 

The CHAIRMAN. The gentleman will state his point of 
order. 

Mr. STEAGALL. Mr. Chairman, I make the point of 
order the gentleman is not discussing the section now before 
the House. 

The CHAIRMAN. The gentleman from Kansas will pro- 
ceed in order. 

Mr. BLANTON. Mr. Chairman, I make the point of order 
that it was the duty of the gentleman from Kansas [Mr. 
McGusrn], if there was any skipping done here, to stop the 
reading at that time and have the “ skipped part ” read. 

And further, Mr. Chairman, I make the point of order that 
the presumption is that all of the bill thus far has been read. 
I know it has been read scientifically. Our very efficient 
reading clerks know how to read scientifically. Bills have 
been read scientifically in this House for the last 50 years, 
and as long as we have a House of Representatives the prac- 
tice of reading them scientifically will continue. 

The CHAIRMAN. That question has been passed upon. 

The gentleman will proceed to discuss the last word. 

Mr. McGUGIN. The trouble in this instance is that scien- 
tific reading was deliberate skipping of a section in order to 
shut off amendments to an important section. 

Mr. Chairman, the last word is the word “both.” It is 

very peculiar word. It contains four letters. Its first 
letter. “b”, is the second letter of the alphabet. The next 
letter in this word, the letter “o”, is that letter in the 
English alphabet which comes N following the 
letter n.“ “t” is another letter of the English alphabet 
immediately following the letter “s.” The letter “h”, the 
last letter of the word “both”, is another letter of the 
English alphabet. 

Considering this word—it has only four letters—I think 
the House is entirely justified in striking it out. 

Mr. GOSS. Mr. Chairman, I make the point of order the 
gentleman is discussing a dilatory motion. 

Mr. McGUGIN. Mr. Chairman, I take it the gentleman 
from Alabama would not object to striking out this word 
because I take it this word “both” was read. 
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I am very glad to know that it is not well for me to dis- 
cuss anything other than the word “both”, because there 
are other matters in which I am more interested. 

Mr. KELLER. Nobody else is. 

Mr. McGUGIN. If the gentleman from Illinois were dis- 
cussing the subject he could do it much more entertainingly 
than I. I would deeply appreciate it if I had his great 
talent. I would use it to show why the word “ both ” should 
be stricken out. 

I am not so much interested in striking from this bill the 
word “both” as I am interested in having the opportunity 
to offer amendments to bills in a constitutional manner, 
which I have not had this afternoon, as many Members of 
this House know. A little honesty and fair dealing, even 
in the House of Representatives in considering a banking 
bill, will not hurt the country. 

Mr. BYRNS. Mr. Chairman, may I say in defense of the 
reading clerk that in the confusion here it frequently hap- 
pens that I do not keep up with the reading of a bill. If 
the gentleman from Kansas sat in his seat without paying 
attention to the reading of the bill, that was his fault and 
not the fault of the House, and I do not think the gentle- 
man ought to get up here and detain the House because 
of some fault on his own part, for, as the gentleman from 
Texas said, if the gentleman knew at the time it was being 
skipped, it was his privilege then, and his duty then to insist 
upon its being read. I think the gentleman convicts himself 
of sitting in this House and not paying attention to the 
reading of the bill. [Applause.] 

Mr. McGUGIN. Mr. Chairman, will the gentleman yield? 

Mr. O'CONNOR. Mr. Chairman, may I inquire the regu- 
lar order of business? 

The CHAIRMAN. The order of business is the pending 
point of order made by the gentleman from Connecticut. 

The Chair sustains the point of order. 

Mr. BEEDY. Mr. Chairman, has the time of the gentle- 
man from Kansas expired? 

The CHAIRMAN. The time of the gentleman from Kan- 
sas has expired. 

Mr. BEEDY. Mr. Chairman, I rise in opposition to the 
pro forma amendment. 

Mr. Chairman, a few moments ago I sensed the temper of 
the House, and I again call attention to the fact that the 
Committee is not making progress, and I have felt that the 
chairman should move that the Committee do now rise. 

Mr. BYRNS. It is quite apparent that only one or two 
Members object to continuing a while longer. 

If these gentlemen will kindly consent, we can read a few 
more pages of the bill and be in a position to finish it to- 
morrow, and that is what we must do if the House wishes 
to dispose of these other bills. 

Mr. BEEDY. Let me say to the gentleman that he is ad- 
vocating on his side of the House a 6-hour day, and I think 
he ought to be consistent with the principle he advocates 
and, after sitting here 7 hours steady in the House today, let 
us go home. 

Mr. BYRNS. We would have come to the point we want 
to reach if the Committee had permitted us to continue. 

The Clerk read as follows: . 

Sec. 18. The first two sentences of section 5197 of the Revised 
Statutes (U.S. O., title 12, sec. 85) are amended to read as follows: 

“Any association may take, receive, reserve, and charge on any 
loan or discount made, or upon any notes, bills of exchange, or 
other evidences of debt, interest at the rate allowed by the laws of 
the State, Territory, or District where the bank is located, or at a 
rate of 1 percent in excess of the discount rate on 90-day com- 
mercial paper in effect at the Federal Reserve bank in the Federal 
Reserve district where the bank is located, whichever may be the 
greater, and no more, except that where by the laws of any State 
a different rate is limited for banks organized under State laws, the 
rate so limited shall be allowed for associations organized or exist- 
ing in any such State under this title. When no rate is fixed by 
the laws of the State, or Territory, or District, the bank may take, 
receive, reserve, 6r charge a rate not exceeding 7 percent, or 1 per- 
cent in excess of the discount rate on 90-day commercial paper in 
effect at the Federal Reserve bank in the Federal Reserve district 
where the bank is located, whichever may be the greater, and 


such interest may be taken in advance, reckoning the days for 
which the note, bill, or other evidence of debt has to run.” 
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Mr. HOEPPEL. Mr. Chairman, I offer an amendment. 

The Clerk read as follows: 

Amendment offered by Mr. Horryri.: On page 26, line 5, after 
the word “run”, strike out the period and quotation mark and 
insert in lieu thereof a semicolon and add: “Provided, The inter- 
est charged the borrower shall in no instance exceed by 100 percent 
the rate of interest the association itself pays its depositors on 
time and/or savings deposits.” 

Mr. HOEPPEL. Mr. Chairman, this amendment refers 
to the subject I spoke about a moment ago. It refers spe- 
cificially to Postal Savings deposits. Not only are the banks 
of the United States receiving and not only do they now 
have over $1,000,000,000 of post-office funds for which they 
pay only 2'%-percent interest, but they in turn charge you 
and me 7 percent interest for that same money when we bor- 
row from them. Here is a curious fact in addition to this. 
The $1,000,000,000 which they now have is supposed to be 
guaranteed or protected by the deposit of Government bonds 
as a guaranty to the Government. What do we find in this 
bill? This bill provides for a repeal of that provision and 
the security which the bank must give to the Government 
is to be erased entirely, and instead of that we are draw- 
ing on our own Treasury for $150,000,000 to guarantee our 
own money. 

This obnoxious feature is written into this bill and it is 
unfair to the taxpayer as well as the small borrower. There 
is no doubt about the fact that the broker in Wall Street 
can borrow money quite often at a lower rate of interest 
than the man who needs a little loan and is the one who 
is paying 7 percent, and I think if these banks are able to 
make 100 percent clear profit on our money which the Gov- 
ernment turns over to them, that ought to be sufficient. 
This would give us a chance to borrow this money back 
from the banks at not more than 5 percent. 

Mr. WOLCOTT. Will the gentleman yield? 

Mr. HOEPPEL. I yield. 

Mr. WOLCOTT. Possibly the gentleman’s question is 
answered if he will turn to page 75 and read the proviso in 
line 5 wherein it is stated— 

Provided, That no such security shall be required in case of 
such part of the deposits as are insured under title III of the 
Banking Act of 1933. 

Mr. HOEPPEL. That is just what I am putting forth. 
We are now putting our own Government money in private 
banks and providing $150,000,000 to guarantee it. This is 
what I am objecting to. Heretofore they have had to put 
up bonds as a guaranty. 

Mr. STEAGALL. Mr. Chairman, this section simply 
limits the interest rates that may be charged by national 
banking associations to the rate fixed by the law of the State 
in which it does business or 1 percent above the rediscount 
rate of the Federal Reserve bank in that territory. 

There are States that have no limitation on interest rates 
to be charged, and to meet conditions in these States this 
section is drawn so as to provide that in States that have 
no laws on the subject the rate shall not be higher than 7 
percent. It is simply a limitation. 

Mr. Chairman, I move that all debate on this section and 
all amendments thereto do now close. 

The motion was agreed to. 

The CHAIRMAN. The question is on the amendment. 

The question was taken, and the amendment was rejected. 

The Clerk read as follows: 

Serc. 19. In any case in which, in the opinion of the Comptroller 
of the Currency, it would be to the advantage of the depositors 
and unsecured creditors of any national banking association whose 
business has been closed, for such association to resume business 
upon the retention by the association, for a reasonable period to be 
prescribed by the Comptroller, of all or any part of its deposits, 
the Comptroller is authorized, in his discretion; to permit the 
association to resume business if depositors and unsecured cred- 
itors of the association representing at least 85 percent of its total 
deposit and unsecured credit liabilities consent in writing to such 
retention of deposits. Nothing in this section shall be construed 
to affect in any manner any powers of the Comptroller under the 
provisions of law in force on the date of enactment of this act 
with respect to the reorganization of national banking associations. 

Mr. McFADDEN. Mr. Chairman, I think the House ought 
to have some explanation of this important section, and I 
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ask the chairman of the committee to explain it to the 
House. 

Mr. STEAGALL. Mr. Chairman, this simply provides that 
85 percent of the depositors and creditors of the banking 
association that has been closed may determine what shall 
be done with the assets of that bank. 

The Clerk read as follows: 

Sec, 21. After 1 year from the date of enactment of this act, 
notwithstanding any other provision of law, the board of directors, 
board of trustees, or other similar governing body of every national 
banking association and of every State bank or trust company 
which is a member of the Federal Reserve System shall consist of 
not less than 5 nor more than 25 members; and every director, 
trustee, or other member of such governing body shall be the 
bona fide owner in his own right of shares of stock of such bank- 
ing association, State bank, or trust company having a par value 
in the aggregate of not less than $2,000. If any national banking 
association violates the provisions of this section and continues 
such violation after 30 days' notice from the Comptroller of the 
Currency, the said Comptroller may appoint a receiver or con- 
servator therefor, in accordance with the provisions of existing law. 
If any State bank or trust company which is a member of the 
Federal Reserve System violates the provisions of this section and 
continues such violation after 30 days’ notice from the Federal 
Reserve Board, it shall be subject to the forfeiture of its member- 
ship in the Federal Reserve System in accordance with the provi- 
sions of section 9 of the Federal Reserve Act, as amended. 


Mr. KVALE. Mr. Chairman, I move to strike out the last 
word. I do that for the purpose of calling attention to the 
last line of page 28, where there is a provision for the quali- 
fication of a director which requires the ownership of a 
block of stock of not less than $2,000 in amount. 

I have not given this any study, I am frank to say, but as 
I read it, it occurred to me that that is going to deprive 
from membership on the board a good many worthy, ef- 
ficient, and competent retired farmers, or business and pro- 
fessional men who give unselfish service on these boards, 
and it may work a hardship to some unit banks, particularly 
the smaller ones that may elect to come in under the terms 
of the section. 

I wonder if we cannot have a statement from some mem- 
ber of the committee justifying the fixing of that figure at 
$2,000. Perhaps it might be well to fix the requirement at 
$1,000, or perhaps even at $500. A small unit of $500 block 
of stock in a bank with $50,000, or even with $20,000, capital 
would insure the genuine interest of the director and would 
temper justice with mercy. I should like to hear from some 
member of the committee. 

Mr. LUCE. Mr. Chairman, my recollection is that that 
is the existing law, but it would take a few minutes for me 
to look it up. 

Mr. STEAGALL. I will say that the existing law places 
the requirement at the sum of $1,000. This provision in- 
creases it to $2,000. It is simply an additional safeguard 
thrown around the banks in the interest of the safety of 
depositors and the public. 

Mr. KVALE. Mr. Chairman, I am not satisfied with these 
statements, and I believe the committee should have a 
chance to express itself. I begin to believe this is truly im- 
portant. I therefore offer this amendment: 

The Clerk read as follows: 

Page 28, line 25, strike out 82,000 and insert “ $1,000.” 


Mr. LUCE. Mr. Chairman, I am grateful to the chair- 
man for refreshing my memory and disclosing that this is 
a change. Had I noticed it in the committee, I should have 
favored a larger amount. There is much complaint and 
criticism these days of men who are members of boards of 
directors of corporations conducting large enterprises whose 
own share and risk in the concern are very small. They are 
put on the board for publicity purposes. Their names are 
used to attract investments by leading investors to think 
that the directors have really a substantial interest in the 
corporation. I trust the gentleman will not press his 
amendment. 

Mr. DONDERO. Mr. Chairman, will the gentleman yield? 

Mr. LUCE. Yes. 

Mr. DONDERO. I understood that the reason for the 
$2,000 limit was to eliminate the double liability on the 
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stock ownership; that is, that this should take its place. 
In other words the liability on the stock would be elimi- 
nated, but that the amount of stock to be owned must be 
$2,000. 

Mr. LUCE. That was in part the reason, but it would 
not, of course, apply if a man were a large stockholder. 

Mr. FISH. Mr. Chairman, I rise to speak in favor of the 
amendment. I do so with considerable trepidation, because 
I have no knowledge on this subject, but if this is to apply 
to national banks with a capitalization of $25,000 or $50,000, 
then I think the $2,000 should be reduced to $1,000. One 
thousand dollars would be a large share in the capital stock 
of a bank of $25,000 or $50,000. As far as the big banks are 
concerned, with millions of dollars of capital, the question of 
whether it is $1,000 or $5,000 is immaterial. It does not 
affect the big banks. They should not be permitted to go on 
as directors unless they have a much larger sum than $2,000. 
However, if they are going to continue the small banks, I 
believe the amendment of the gentleman from Minnesota to 
reduce it to $1,000 should be agreed to. I should like to hear 
from the committee further. 

Mr. KVALE. Is it not true that this limitation will oper- 
ate only to restrict and limit the qualifications for the direc- 
tors of small banks? 

Mr. FISH. I think it will. Only within the last week I 
had a request in respect to the reorganization of a national 
bank. They have a very good citizen whom they want to 
put on as a director. He has not even $1,000 of stock. Rais- 
ing it to $2,000 would make it difficult for a small institution, 
and of course this does not apply to big institutions. 

Mr. McGUGIN. Mr. Chairman, will the gentleman yield? 

Mr. FISH. Yes; but I am not a specialist on this matter. 

Mr. McGUGIN. Does not the gentleman recognize that 
this is just another section of the bill the purpose of which 
is to embarrass small banks to make it impossible to operate 
them? 

Mr. FISH. I am not going into that issue. My conten- 
tion is that if we are going to keep the small banks we 
should not make it difficult for them to get a proper board of 
directors. If you have a capitalization of $25,000, then I 
think a qualification of $2,000 in stock is too high a per- 
centage. If you are going to wipe them out, that is another 
matter. I do not want to discuss that. 

Mr. STEAGALL. Mr. Chairman, I move that all debate 
upon this section and all amendments thereto do now close. 

The motion was agreed to. 

The CHAIRMAN. The question is on agreeing to the 
amendment. 

The question was taken; and on a division (demanded by 
Mr. Kvate) there were—ayes 27, noes 73. 

Mr. KVALE. Mr. Chairman, I demand tellers. 

The CHAIRMAN. All those in favor of ordering tellers 
will rise. [After a pause.] Not a sufficient number, and 
tellers are refused. 

The Clerk read as follows: 

Sec. 24. The provisions of section 5151 of the Revised Statutes 
and section 23 of the Federal Reserve Act, as amended (US.C., 
title 12, secs. 63 and 64) (imposing lability upon shareholders in 
national banking associations in addition to the amount invested 
in shares), shall not apply to hold any shareholder in any national 
banking association individually responsible in any amounts in 
excess of the amount invested in shares in such association, on 
account of any shares acquired by him after the date of enact- 
ment of this title. 

Mr. SNELL. Mr. Chairman, I move to strike out the last 
word to ask the chairman of the committee a question. Why 
should any difference be made in the liability of the stock, 
as to whether I owned it previously or acquired it after the 
passage of this act? 

Mr. STEAGALL. Mr. Chairman, the purpose is not to 
affect existing contractual relationships. Any holder of 
shares in an existing institution subscribed for those shares 
under a law which imposes what we commonly call double 
liability upon stockhölders. In removing that liability, of 
course, it is desirable that we do not disturb any contractual 
obligation now in existence, but that it be made applicable 
to future ownership, or ownership acquired in the future. 
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Mr. SNELL, But when I subscribed for shares of stock 
or deposited my money in a bank, I did not have any guar- 
anty. We are going to have a Government guaranty of de- 
posits. I can see no reason why you should not treat stock- 
holders exactly the same. Under this law the next day after 
it goes into effect, if I own any bank stock, I am going to 
sell it and buy some other man’s bank stock. 

Mr. STEAGALL. Of course, there are some difficulties 
in adjustments that will follow this legislation, but I do 
not think they are serious. It seems to me they will be 
worked out without much harm to anybody. Of course, the 
practical thing is just as suggested by the gentleman: 
Those who hold stock upon which they are now liable for 
additional assessments will, of course, undertake to read- 
just their holdings so as to come within the provisions of 
the new statute, which of course fits in with the deposit 
guaranty or insurance plan. This plan obviates the neces- 
sity for protection of depositors in the way of additional 
liability upon stock. 

Mr. SNELL. The gentleman is stating that that is what 
will be done, and it probably will be done. Why would it 
not be better in framing this law to cut out these last two 
lines and let it apply to everyone equally? 

Mr. STEAGALL. I am not seriously averse to the sug- 
gestion the gentleman has made. Probably it is construc- 
tive. 

Mr. SNELL. I should like to offer the amendment, if the 
gentleman will accept it. 

Mr. STEAGALL. It seems to me that the orderly way in 
which to go about making this change is to provide that 
it shall apply to shares hereafter acquired. I think the 
difficulties to which the gentieman refers will be very easily 
adjusted. 

Mr. SNELL. The gentleman admits my point, and he 
says, “I know people will do it.“ I do not happen to be 
much of a bank stockholder; but if I were, I would sell my 
stock the next day and buy some other man’s stock. 

Mr. STEAGALL. Of course, there will be adjustments 
along the line which the gentleman suggests. 

Mr. SNELL, Unless that is so, why is it not better, when 
we are drafting this bill to guarantee deposits, to cut it out 
of the bill? There is no reason for having a double assess- 
ment. 

Mr. STEAGALL. To be frank, I wrote that section of 
this bill, employing the language of the original statute. 
What we sought to do was to avoid interference with any 
contractual relationships existing because of the liability 
imposed at the time stock now outstanding was purchased. 

Mr. SNELL. But we are doing away with the liability 
need, because we are guaranteeing the deposits. 

Mr. STEAGALL. I may say to the gentleman that as 
the bill is now drawn, and as it will probably be enacted, it 
only provides for the guaranty of deposits in full which do 
not exceed $10,000. Above that amount the insurance is 
partial. 

The CHAIRMAN. The time of the gentleman from New 
York [Mr. SNELL] has expired. 

Mr. SNELL. Mr. Chairman, I ask unanimous consent to 
proceed for 5 additional minutes. 

The CHAIRMAN. Is there objection to the request of the 
gentleman from New York? 

There was no objection. 

Mr. STEAGALL. As to deposits between $10,000 and $50,- 
000 in amount, the insurance is 75 percent; and on any de- 
posit above $50,000 the amount of the excess insured is 50 
percent. 

Mr. SNELL. I understand that; but there is no sense in 
having two different kinds of stockholders, one a favored 
class and another a special class with double liability. It 
does not seem to me that the fundamental principle carried 
in the bill is right. 

Mr. STEAGALL. I really think the better way to go about 
this change in the law is to make it apply to transactions 
in the future in order to avoid any legal controversy. Other- 
wise the question of disturbing contractual relations may 
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arise, and that was the thought underlying the preparation 
of the bill as it reads. 

Mr. McFADDEN. Will the gentleman yield? 

Mr. SNELL, I yield. 

Mr. McFADDEN. I should like to call attention to the 
fact that his suggestion proposes relieving present stock- 
holders in banks of the total amount of double liability, 
whereas the amendment as it is now in the bill provides sin- 
gle liability on new stockholders only. I want to point out 
the practical impossibility of the operation, or the confusion 
that will result from the provision in the bill. For instance, 
bank stocks that are dealt in on exchanges, and many of 
them are. The exchanges will have two prices on the same 
stock at all times. The one which carries double liability 
will have a lower price, and the one that has single liability 
will have a higher price. It tends to all kinds of confusion. 

Mr. SNELL. How can they have double liability, because 
every time you change stockholders he escapes liability? 

Mr. BcFADDEN. But when he trades, he is trading with 
different-price stock, because his stock that carries double 
liability will not be worth as much as that carrying single 
liability. All the double-liability holders will be getting 
rid of their stock. 

Mr. SNELL, But when you buy it, it will be worth just as 
much to you. Of course, you are a new stockholder. 

Mr. BOILEAU. Will the gentleman yield? 

Mr. SNELL. I yield. 

Mr. BOILEAU. The liability does not attach on the 
stock, but merely after the stock is transferred, so that if I 
have 100 shares of stock and you have 100 and we change 
about, you have acquired that particular stock at a later date 
and the double liability does not attach. It does not attach 
upon the stock, but, according to this provision, as soon as 
that stock is transferred, the double liability is removed. 

Mr. McFADDEN. There will be thousands of shares of 
bank stock that will not be exchanged, and the double 
liability will prevail. 

Mr. BOILEAU. But they know what it is; and when they 
exchange it for the other, they will not have the double 
liability. 

Mr. DONDERO. Mr. Chairman, will the gentleman yield? 

Mr. SNELL. I yield. 

Mr. DONDERO. I wish to ask the chairman of the com- 
mittee a question. Might it not do this, unless we do accept 
the amendment proposed by the gentleman from New York, 
might it not force many banks to go into a reorganization 
plan to give up the old stock and issue new stock for the 
exact purpose of evading this double liability and coming 
under this section of this bill? 

Mr. STEAGALL. The plan suggested, we think, is the 
simple way of doing it. I may say to the gentleman I have 
no stubborn view as to the method by which this change 
may be accomplished. There will be another day for con- 
sideration of this bill during which the matter may be re- 
viewed, and, if it can be worked out in a more lawyer-like 
way, I shall be very glad to go along with the effort. 

Mr. TABER. Mr. Chairman, will the gentleman yield? 

Mr. SNELL. I yield to my colleague from New York. 

Mr. TABER. I think the gentleman from Alabama seems 
to be afraid that if something of this character is not in it, 
some of the stockholders of banks already in liquidation 
might be released. 

Would it not be better to have the limitation applied 
simply to those banks which are closed at the date of the 
passage of this act? In this way the situation is covered. 

[Here the gavel fell.] 

Mr. BOILEAU. Mr. Chairman, I move to strike out the 
section. 

Mr. Chairman, I have not as yet been satisfied in my own 
mind that there is any justification for changing our entire 
banking system so far as the issuance of bank stock is con- 
cerned. 

In my opinion a good case has not been made out here for 
the removal of the double-liability feature from bank stock. 
State banks have been operating upon this same system, and 
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all the States of the Union still have the double-liability fea- 
ture on bank stocks. I do not see any reason why stock 
issued by Federal banks should have this liability taken 
from them. 

A man who is engaged in the banking business in normal 
times receives good dividends. This has been so at least 
until just recently. Bank stocks have been good business 
investments. The bankers of this country have received 
good dividends from their stock, and I feel, in view of the 
fact they have the active and actual management of the 
banks, they should be subject to this double liability. They 
are handling the deposits of the great masses of the people 
who have nothing whatsoever to say about the management 
of the banks. Those men who have stock in the bank are 
largely responsible for its management, and I believe it is not 
unfair to have double liability attached to bank stock. 

Mr. LAMBETH. Mr. Chairman, will the gentleman yield? 

Mr. BOILEAU. I yield. 

Mr. LAMBETH. Does the gentleman think the average 
stockholder has much to do with the management of a bank? 

Mr. BOILEAU. I may say to the gentleman that out in 
the Middle West the stockholder is going to have much to 
say about management because this bill provides that in 
order to qualify as a director a man must have $2,000 worth 
of stock. This means that in many of the small national 
banks capitalized at $25,000, 4, 5, or 6 men are going to hold 
all the stock and be the directors, because a man who has 
only $100 worth of stock, or $200 or $300 worth of stock, can- 
not be a director. Thus the men who own the stock will 
actually be the directors of these banks, and I submit that 
if they are going to have the authority of complete manage- 
ment of the bank it is not unjust to submit them to double 
liability, because in the banking business there should not 
be anything of a speculative nature. The banker deals in 
dollars, The banker does not buy something and take the 
chance of having to dispose of it at a smaller price. It is 
true a banker now and then will make a bad investment, 
but if he makes a bad investment there is no reason why he 
should be relieved entirely of the responsibility. 

Mr. McFARLANE. Mr. Chairman, will the gentleman 
yield? 

Mr. BOILEAU. I yield. 

Mr. McFARLANE. I think the gentleman’s proposition is 
a sound one. The bankers of the country are receiving 
$40,000,000,000 and more of the depositors’ money, and the 
average depositor does not know anything about the opera- 
tion of banks. 

Mr. BOILEAU. That is absolutely correct. I believe we 
should continue the policy we have followed up to this time. 
We should couple double liability of bank stocks with the 
guaranty of deposits that is written into this bill. Then 
we shall have gone a long ways toward better banking and 
honest banking in this country. 

[Here the gavel fell.) 

Mr. STEAGALL. Mr. Chairman, experience has shown 
that creditors and depositors of banks realize only about 17 
percent upon the liability of stockholders upon shares held 
in banks that are liquidated. 

This is a situation that frequently develops: 

Stockholders who own the larger portion of shares and 
who are officers in a bank have all the necessary facilities 
for keeping fully informed as to the condition of the bank 
and what is involved in the liability imposed upon the shares 
held by them. 

Many citizens of the community who invest in the shares 
of banking institutions in response out of public spirit are 
sometimes without the information that officers and some 
of the stockholders in banks have. 

It has been shown in many, many instances where banks 
have failed that some of the stockholders and officers have 
foreseen developments and relieved themselves of the lia- 
bility imposed upon the holders of the shares, whereas the 
more innocent purchasers of stock in the institution are 
caught unawares and made to respond to the liability which 
may be assessed against them in cases of insolvency. 
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I have known many instances where citizens died leaving 
shares of stock in national banks to widows and children, 
and it turned out that instead of having inherited an asset 
they had inherited a liability. I can name numerous in- 
stances within my knowledge where widows, left with scant 
security against want in old age, are being called upon to 
respond to liability upon shares of stock in national banks 
held by their husbands, and in some instances there is seri- 
ous question in some of the States as to whether a widow 
can claim her homestead exemption against the liability 
upon such stock held by her deceased husband. 

These developments in connection with bank failures in 
recent years have brought us to a situation where in many 
of the communities that have been deprived of banking 
facilities it is going to be impossible for a long time to in- 
duce citizens to subscribe for stock in national banks. 

The provision offered here will encourage investment in 
national banks and bring about the organization of national 
banks in communities that are now deprived of banking 
facilities because of bank failures. 

Mr. HOEPPEL. Will the gentleman yield? 

Mr. McFADDEN. Yes. 

Mr. HOEPPEL. Will the gentleman kindly state how 
many millions of dollars are lost by depositors for every 
dollar which some widow who inherited some stock has lost? 

Mr. STEAGALL. I have just stated that in practical re- 
sults it has been shown that not over 17 percent is realized 
by depositors and creditors out of liability upon shares of 
the stockholders. This is what the record shows. 

Mr. Chairman, I move that all debate on this section and 
all amendments thereto do now close. 

The motion was agreed to. 

Mr. McGUGIN. Mr. Chairman, I make the point of no 
quorum. 

Mr. STEAGALL, We are going to rise in just a moment. 

Mr. McGUGIN. I withdraw the point of no quorum, Mr. 
Chairman, 

The CHAIRMAN. The question is on the motion of the 
gentleman from Wisconsin to strike out the section. 

The question was taken; and on a division (demanded by 
Mr. BorLeav) there were—ayes 21, noes 73. 

Mr. McFARLANE. Mr. Chairman, I make the point of no 
quorum. 

Mr. BOILEAU. Mr. Chairman, I object to the vote on the 
ground that no quorum is present. 

Mr. STEAGALL. Mr. Chairman, I move that the Com- 
mittee do now rise. 

The motion was agreed to. 

Accordingly the Committee rose; and the Speaker having 
resumed the chair, Mr. Cannon of Missouri, Chairman of the 
Committee of the Whole House on the state of the Union, 
reported that that Committee, having had under considera- 
tion the bill H.R. 5661, had come to no resolution thereon. 


MESSAGE FROM THE PRESIDENT 
A message in writing from the President of the United 
States communicated to the House by Mr. Latta, one of his 
secretaries. 
GOVERNOR OF HAWAII (H.DOC. NO. 42) 


The SPEAKER laid before the House the following message 
from the President, which was read and referred to the 
Committee on Territories and ordered printed: 


To the Congress: 

It is particularly necessary to select for the post of Gov- 
ernor of Hawaii a man of experience and vision, who will be 
regarded by all citizens of the islands as one who will be 
absolutely impartial in his decisions on matters as to which 
there may be a difference of local opinion. In making my 
choice I should like to be free to pick, either from the islands 
themselves or from the entire United States, the best man 
for this post. I request, therefore, suitable legislation tem- 
porarily suspending that part of the law which requires the 
Governor of Hawaii to be an actual resident of the islands. 

FRANKLIN D. ROOSEVELT. 

THE WHITE HoUsE, May 22, 1933. 
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Mr. BOILEAU. Mr. Speaker, a parliamentary inquiry. 

The SPEAKER, The gentleman will state it. 

Mr. BOILEAU. Just before the Committee rose I objected 
to the vote on a motion to strike out a section of the bill 
on the ground there was no quorum present. Is that the 
unfinished business when the Committee resumes business 
tomorrow? 

The SPEAKER. That will be the unfinished business 
tomorrow in the Committee. 


PURCHASE OF STOCK AND BONDS OF INSURANCE COMPANIES 


Mr. O'CONNOR, from the Committee on Rules, sub- 
mitted the following privileged report for printing in the 
Recorp under the rule: 


House Resolution 156 


Resolved, That immediately upon the adoption of this resolu- 
tion it shall be in order to move that the House resolve itself 
into the Committee of the Whole House on the state of the 
Union for the consideration of S. 1094, an act “To provide for 
the purchase by the Reconstruction Finance Corporation of pre- 
ferred stock and/or bonds and/or debentures of insurance com- 

es.” That after general debate, which shall be confined to 
the bill and shall continue not to exceed 2 hours, to be equally 
divided and controlled by the Chairman and ranking minority 
member of the Committee on Banking and Currency, the bill 
shall be read for amendment under the 5-minute rule. At the 
conclusion of the reading of the bill for amendment, the Com- 
mittee shall rise and report the same to the House with such 
amendments as may have been adopted and the previous question 
shall be considered as ordered on the bill and amendments thereto 
to final passage without intervening motion except one motion 
to recommit. 


* 


OUR AMERICAN SCHOOLS 


Mr. DOXEY. Mr. Speaker, I ask unanimous consent to 
extend my remarks in the Recorp by printing a radio ad- 
dress by my colleague (Mr. Exizzy] on the American 
Schools. 

The SPEAKER. Is there objection? 

There was no objection. 

Mr. DOXEY. Mr. Speaker, under the leave to extend my 
remarks in the Recor I include the following radio address 
delivered by my colleague, Hon. RUSSELL ELLZxx: 


It was my happy privilege for 18 years to be actively associated 
with a large number of Mississippi school children and patrons, 
and therefore I am delighted to present my views, During the 
12 minutes allotted to me I shall discuss three phases, namely: 

1. The past achievements of our American schools. 

2 Our American schools in a crisis. 

3. The future hope of our American public-school system. 

Approximately a century ago this Nation conceived the idea 
of offering education to the public, and this new ideal was clearly 
based on the principle of American free democracy. In the practi- 
cal application of this system of educating the masses, necessarily 
the cost was transferred from the individual to the community. 
It awakened a new interest among citizens and offered hope to the 
stalwart taxpayer of limited means. 

As a result of this growing interest, the smallest hamlets of this 

Nation have erected splendid school buildings. Millions of dollars 
have been expended by the taxpayers for such school equipment 
as science laboratories, libraries, modern classroom fixtures, and 
playgrounds. These splendid school plants are today the pride of 
the American communities and represent the honest efforts of our 
taxpayers to educate the children of the country. 
_ While school plants were being constructed and equipped, marked 
progress was being made in developing a splendid personnel in 
the teaching profession. Teachers have spent millions of dollars 
in preparation for the work of this profession, always with the 
hope of rendering efficient service to the youth of America. No 
fair-minded American will spare i that teachers hoard money, 
but, on the contrary, they contribute most generously to the 
community enterprises. They are interested in the spiritual, 
social, and economic development of that community where they 
reside—many of them being taxpayers and home owners. In this 
day of inspection of public institutions, when audits of banks, in- 
surance companies, railroads, finance corporations, and industry 
are being made, the taxpayers of America, with appreciation, will 
find honest and efficient administration of school systems. These 
school officials have kept faith with the people and are disciples 
of rigid honesty. 

Thousands of teachers during this great crisis have continued 
their services, even when the community was unable to pay their 
salaries for several months. Today one State owes her teachers 
$7,000,000, representing salaries long since past due. In one city 
there are 2,278 teachers who have been unable to meet payments 
on $7,800,567 worth of life insurance, 759 were unable to meet 
payments on homes, and 500 were actually assisted by a charitable 
foundation. Regardless of such conditions, the patriotic teachers 
have continued their services in the hope that the children of 
America might not suffer. 
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Each year there is mobilized through our American schools 
approximately 25,000,000 children. With a splendid personnel of 
teachers, and with modern school equipment. most remarkable 
results have been obtained in developing the youth of this coun- 
try. Emphasis is given to subject matter, and to a fine program 
of physical development. The spiritual growth is most ecourag- 
ing to the mothers and fathers. Those fine virtues of teamwork, 
self-respect, honesty, and fair play are emphasized in school pro- 
grams. The Nation owes a lasting debt of gratitude to the 
American schools for instilling into the hearts of our youth a 
spirit of patriotism. In 1917, when America entered the greatest 
conflict in history, from our American schools the very flower of 
youth marched forth to war. Without fear of contradiction, I 
contend they will always constitute an important part of our 
national defense. 

Every normal community of this Nation rejoices at the accom- 
plishments of our public-school system. Yet, today, the very 
existence of our schools is threatened because of prevailing eco- 
nomic conditions. With so many heavy financial losses in bonds, 
bank deposits, stocks and foreclosures of mortgages on homes, 
there remains for the average taxpayer only one hope for his child, 
and that is an education at public expense. 

Briefly I shall submit to you some reasons for the threatened 
collapse of the public-school system. Recently the national sur- 
vey of school finance found that one half of the States of the 
Nation obtain 90 percent of financial support for schools from a 
general property tax and five sixths of the States receive 80 per- 
cent revenue from property tax. 

During this great economic crisis two factors must be considered 
in planning school budgets. First, serious thought must be given 
to the tremendous shrinkage in the assessed valuation of property, 
necessarily resulting in decreased tax returns. Secondly, officials 
must remember that the earning power of the American citizen 
has so decreased, because of low commodity prices, lower wages, 
unemployment, and bank closures, that a surprisingly large number 
of patriotic and honest taxpayers have been unable to pay taxes. 
Remember that these same factors threatened, and in many cases 
have destroyed, other American institutions within the last 2 years. 
In analyzing this question, one so vital to the hearts of all Ameri- 
cans, let us consider very frankly what has happened. When 
financial institutions saw dangers ahead their leaders came to the 
Federal Government and successfully demanded financial assist- 
ance. The Government has extended loans, millions of dollars, to 
banks, insurance and rallroad companies, and other public cor- 
porations. Furthermore, private industry is now turning to the 
Federal Government and making insistent demands for financial 
assistance through the Federal Treasury. I merely mention these 
convincing facts to clearly show you that other public and private 
institutions have had to face a threatened collapse, and that the 
school system is no exception to a general rule. 

With our public schools” threatened for lack of financial sup- 
port, what is the hope for the future? For your consideration, 
ladies and gentlemen, I submit the following: 

I. ECONOMY 


1. Public-school officials will continue to effect every safe 
economy commensurate with efficiency and American ideals. In 
this connection let us not forget that drastic economies have 
already been made in many States. For instance, there are coun- 
ties in the States of Arkansas, Florida, Kansas, Kentucky, Mis- 
sissipp!, Tennessee, Washington, Michigan, Missouri, New Mexico, 
South Dakota, and Wyoming where the average teachers’ salaries 
have been reduced 40 percent and yet at the peak of prosperity 
the average wage of teachers was only $29 per week. 

2. Every service in the school system that has outlived its use- 
fulness must be eliminated. 

3. Consideration must be given to a unified school system, at 
least within the individual State, to eliminate duplication in 
school costs. 

II. STATE SUPPORT 


Hitherto the economic ability of the individual school district 
has determined the program of education. Even during the most 
prosperous period of this Nation, in some States there existed 
certain areas which offered very limited educational advantages to 
the public. In those sections where wealth has been concen- 
trated, superior advantages are available. Therefore, I am firmly 
convinced that each State, in its State financial budget, should 
make provisions for public education of all sections of that State. 


III. FEDERAL SUPPORT 


The Federal Government owes the same protection to all sec- 
tions of the Nation. Likewise, each American child is entitled to 
an equal opportunity in life. Therefore, I am firmly convinced 
that the Federal Government should share its part in the cost of 
public education. 

For several years much of the Nation’s wealth has been con- 
centrated in financial centers, but each section of the Nation has 
contributed. Therefore, it is eminently logical that the financial 
centers should help bear the public costs to society of all sec- 
tions of the Nation, and of foremost importance among these is 
public education. 

Ladies and gentlemen, you will be interested in knowing that 
the national government of several European countries contribute 
very generously to the public education of their children. For 
instance, the percentage of the government budget for education 
in Denmark is 20 percent; Belgium, 13 percent; Germany, 18.3 
percent; Norway, 14.9 percent; Rumania, 17 percent; Sweden, 17.1 
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percent; Switzerland, 24.6 percent. Yet, in the greatest Nation on 
earth—America—only four tenths of 1 percent goes for public 
education, 

Last year the English Government appropriated for educational 
purposes £51,000,000, or approximately $202,470,000, while our Fed- 
eral Budget appropriated for education only $17,000,000. Please 
consider the very small amount of Federal appropriations— 
$17,000,000—for education in comparison with appropriations 
within recent years for other purposes. 

The Editorial Research Reports show Federal subsidies to ship- 
ping and aviation for a 10-year period—$30,000,000 per year. The 
report of the Secretary of the Treasury for the fiscal year 1932 
showed, in part, the following appropriations, viz: 


Agricultural experiment stations $4, 356, 591. 65 


Cooperative agricultural extension work 8, 649, 649. 90 
Porost r ̃ ⁵ůT'.. eee ak lA 1, 573, 193. 50 
Cooperative construction of rural post roads 127, 367, 119. 74 


I submit to you that no Federal appropriation would reach the 
masses of the people as would Federal support of public educa- 
tion—whereas often in the past millions of dollars of Federal 
funds have benefited only special groups of American citizens. 

In conclusion, may I bespeak your most careful consideration 
of our American schools—especially at a time when these 
splendid institutions need the cooperation and+ loyal support 
of every American citizen. Frankly, I believe that each State 
should assume a large portion of the financial responsibility of 
educating the children of every section of that State. The Fed- 
eral Government should contribute to public education its just 
share of the cost to the end that every worthy child of the great- 
est Nation on earth may have a golden opportunity of preparing 
for the walks of life and becoming a constructive builder for 
society as a whole. Above all, let us not be swept off our feet 
by a determined effort of a very few, who, under the guise of 
economy, would literally destroy our American schools. In this 
great crisis, let me appeal to taxpayers, teachers, and the Amer- 
ican youth to carry on that fine type of service for society which 
has always been characteristics of our American schools! 


EXTENSION OF REMARKS—H.R. 5480 


Mr. STEAGALL. Mr. Speaker, I ask unanimous consent 
that all Members be permitted to extend their own re- 
marks in the Record on the bill H. R. 5480, for 5 legislative 
days. 

The SPEAKER. Is there objection to the request of the 
gentleman from Alabama? 

There was no objection. 

Mr. BACON. Mr. Speaker, member banks of the Federal 
Reserve System number about 6,900, with aggregate resources 
of about $30,000,000,000. Of these about 6,100 are national 
banks and 800 are State banks, which could escape the pro- 
visions of this bill by withdrawing from the system. 

There are about 11,800 nonmember banks, with aggregate 
resources of about $20,000,000,000. These would not be af- 
fected by the bill, except as they might become member 
banks or branches of member banks. 

I. BRANCH BANKING 
A. Provisions of the bill, sections 22, 17, and 5-b 


First. Section 22 provides that national banks having a 
capital of $500,000 or more may, with the approval of the 
Comptroller of the Currency, establish branches at any point 
within the State in which they are located, provided that this 
is permited by the laws of that State and subject to them. 
(The States in which State-wide branch banking is expressly 
allowed by law are Arizona, California, Delaware, Maryland, 
North Carolina, Rhode Island, South Carolina, Vermont, and 
Virginia. In 16 other States branch banking is permitted 
under certain restrictions or within certain limited areas. 
Branch banking is prohibited in 18 States and in 5 there is 
no law regarding the subject.) An exceptio nis made in 
States having a population of less than 1,000,000 and no city 
exceeding 100,000, where the minimum capital requirement is 
reduced to $250,000. Further, the aggregate capital of a 
national bank and all of its branches must not be less than 
the capital required for as many national banks in the places 
in which they are located. 

Capital requirements for the establishment of national 
banks are fixed by section 17 as follows: 


In towns of less than 6,000 population $50, 000 
In towns of less than 50,000 population 100, 000 
In towns of more than 50,000 population 200, 000 


Section 5 (b) authorizes State member banks to establish 
branches under the same conditions as apply to national 
banks. 
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B. Supporting arguments, with comments 
First. The Reconstruction Finance Corporation has been 


obliged to make loans to about 5,000 banks which were in a 


critical condition. Much of this was used for the purpose of 
paying off loans from metropolitan correspondent banks. 
It has not eradicated the fundamental weaknesses of many 
of these banks, however, nor eliminated the probability of 
many bank failures during the near future. Last January 
Senator Grass stated that he had reliable information as to 
the ultimate failure of at least 470 banks unless they are 
recapitalized or taken over by stronger institutions. The 
number of loans made by the Reconstruction Finance Cor- 
poration indicate that this conservative figure probably rep- 
resents a small proportion of the banks that are insecure. 

With local capital for refinancing these banks available 
only in very rare cases, a serious emergency exists unless the 
machinery is created permitting strong institutions to take 
these unsound banks over. The consequences of continued 
bank failures are not confined to the further freezing of 
assets and forced liquidation of loans but will also result 
in a panic psychology which would seriously endanger many 
banks that are otherwise secure. 

Second. Another emergency to be met results from the 
closing of 10,500 banks since 1920—more than a third of the 
then existing banks. This has left literally thousands of 
communities entirely devoid of banking facilities. Because 
of the absence of local capital for reorganizing these banks 
and the prohibitions placed upon branch banking there is a 
virtual economic paralysis in many sections which have suf- 
fered. Under the provisions of the bill strong metropolitan 
banks would be quick to meet this need and take a long step 
toward the revival of local business. 

Third. The following figures reveal the nature of the 
banks which have suffered most heavily and indicate the 
direction of the steps necessary to remedy these conditions: 

About 10,500 banks with $5,000,000,000 deposits failed 
during 1921-32. Eighty percent of these were nonmember 
banks with average deposits of only $350,000; 90 percent of 
these were situated in towns of less than 25,000 people; 60 per- 
cent were in towns of less than 1,000; 59 percent had capital 
of less than $25,000; one fourth of 1 percent only had capital 
of more than $1,000,000; 85 percent were State banks; 70 
percent of the Reconstruction Finance loans were to State 
banks. 

The following table shows that during a period of relative 
general prosperity the small banks, termed one- crop 
banks ” by Senator Grass, are likely to have a high mortality. 
As economic conditions grow worse, the average size of fail- 
ures increases but does not reach the level of the average 
bank in the larger towns and cities: 


Internal causes generally assigned these failures are 
undercapitalization, lack of diversification and bad man- 
agement, in order of importance. The first two of these 
will be obviously removed by consolidation with larger in- 
stitutions. The third also, presumably, will be largely 
eliminated by the fact that large banks can better afford 
the services of the more skilled and experienced bankers. 

Fourth. The external causes for the failure of so many 
local unit banks are the depression in agriculture during the 
period and—of fundamental though less immediate sig- 
nificance—the migration of opportunity for profitable bank- 
ing operations toward the metropolitan centers. The 
former was manifested wherever a community largely de- 
pendent upon a single crop was adversely affected by a poor 
yield or an unfavorable market. Such a situation would 
bring about heavy withdrawals simultaneously with the 
freezing of the banks’ assets. 
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The increased use of automobiles and other new social 
and economic trends of the past decade have set in motion 
a geographical integration of business. Local enterprises 
have merged with regional or State-wide corporations; the 
chain stores and public utilities which now serve the small 
towns generally carry only working balances in the small 
town; local depositors, with a wider shopping range, now 
seek the relative security afforded by the banks in the 
larger cities; as business units grow larger, loan requirements 
exceed what the small banker can lend under the restrictions 
of the National Banking Act (loans to single borrowers not 
to exceed 10 percent of capital and surplus). As a partial 
result of the reduction of opportunities for placing funds 
profitably in local enterprise, the unit banker has therefore 
been tempted to try some degree of diversification by pur- 
chasing securities with a high yield. 

Thus the original conception of unit banking, which has 
been so nurtured to the exclusion of branch banking—that 
the bank’s function is to finance local enterprise with local 
capital—has been gradually destroyed by several irresistible 
trends, and the banks themselves are being destroyed with it. 

Fifth. Unit banking in its present state of collapse in the 
United States contrasts with the branch banking practiced 
in every important country today. During the present eco- 
nomic depression bank failures abroad have been few. 

Among the countries where great branch-banking systems 
have long and successfully performed the functions of deposit 
and commercial banking are Scotland, England, and Canada. 
In Scotland, where branch banking has been practiced since 
the eighteenth century, there has never been a failure re- 
sulting in loss to note holders or depositors. In England, 
which a century ago was largely served by independent 
banks similar to ours, there are now only 16 chartered banks 
with 8,000 branches. There also depositors have suffered no 
losses in recent times. 

Most interesting for the present purpose, however, is the 
record of branch banking in Canada, which is adjacent and 
economically and geographically similar to the portion of 
our country which has suffered most from bank failures. 
Branch banking existed there at the time of the Confedera- 
tion in 1867, and in 1871 was laid the legislative foundation 
of the present system. Since then Canadian banking has 
been concentrated into 11 banks operating more than 4,000 
branches (loan-and-trust companies excepted). During 
that period there have been 35 consolidations, of which the 
majority were after 1900, and 26 failures, of which the ma- 
jority were prior to that date. Of these failures only nine 
involved loss to noteholders or depositors, and the aggregate 
of such losses during the 65 years was only $13,500,000. 
There have been no insolvencies since 1923. 

In addition to the conclusions to be drawn from this 
remarkable record, Canadian experience with branch bank- 
ing affords refutations of several of the arguments ad- 
vanced by the opponents of branch banking. It disproves 
the assertion that branch banking tends toward monopoly, 
excluding the benefits of competition. It shows that the 
system does not drain money into the cities to the detriment 
of local development. There is no evidence of over-emphasis 
of collateral security as against progressive “character ” 
loans. The record shows a distribution rather than cen- 
tralization of credit. Although it is asserted the United 
States has too many banks, Canada enjoys more banking 
offices and more bank employees per capita than the United 
States. On the positive side, branch banking in Canada has 
achieved three things which must be attempted in any re- 
form of American banking: Adequate capitalization, diversi- 
fication of loans, and low overhead costs for rural banking 
accommodation. (These points will be further touched upon 
separately.) 

Sixth. Contrary to the assertions of many opponents of 
branch banking, it is not a system alien to the United 
States and incompatible with its individualistic traditions. 
The provisions of the Glass bill by which it is to be limited 
to State-wide activities constitute a safeguard against the 
dreaded financial autocracy which, in fact, is more likely to 
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become a, reality under present laws. By prohibiting State- 
wide branch banking we have, in fact, encouraged interstate 
group banking. 

In 1848 branch banking was practiced in half of our 
States, particularly those of the South, where strong sys- 
tems grew and prospered until the Civil War. The early 
legislative inhibitions were not aimed at branch banking 
itself but at the abuses of note issuance and of “ wildcat 
banking.” The Civil War practically wiped out branch 
banking in the South, and the National Bank Act and pro- 
hibitive taxation of note issues of State banks brought about 
the conversion of most State branch banks into national 
unit banks. Thereafter there was no important change in 
banking law nor much development of branch banking in 
the national system until 1900. State branch banking has 
grown rapidly in some States during the last 30 years, and 
national branch banking has grown considerably as the 
result of the Consolidation Act of 1918 and the city-wide 
provisions of.the McFadden Act of 1927. 

Among the several States in which branch banking has 
reached a high degree of development under State charters 
or in which State branch systems have been converted into 
national banks, California is outstanding and offers the best 
illustration of the advantages of this type of banking. Here, 
in 1930, 63 out of 496 banks operated 826 branches. Of these 
500 were operated by two banks—one of which had become 
a national bank, the other was under State charter—both 
owned by a single holding company. The record of banking 
in this State, of which two thirds of the banking offices are 
branches, shows a lower rate of suspensions and a higher 
percentage of profits than the average for the country. The 
State is not overbanked, but has adequate facilities which 
compete keenly in the agricultural and industrial develop- 
ment of the State. 

State-wide branch banking, therefore, is neither new nor 
untried in the United States. 

Seventh. Branch banking as authorized by the Glass bill 
is not only safer because of its capital strength but also 
because of the diversification it will permit. The “ one-crop 
bank is at the mercy of local conditions, with all its eggs 
in one basket, while the bank whose operations are regional 
may diversify their loans both as to borrowers’ lines of busi- 
ness and as to liquidity. The rural bank generally lends to 
the farmer for 9-month periods. The city bank can take 
90-day negotiable paper from merchants and shorter loans 
from industries. The branch bank, covering a region instead 
of a locality, can vary its investments to compensate for 
seasonal fluctuations or losses in one or more type of loans. 

Eighth. Branch banking can supply loanable capital from 
the centers of population to outposts where credit needs are 
greater than money for deposits. In this sense a bank 
should function, like a railway, regionally and not locally. 
This mobility of capital will tend to equalize interest rates, 
which are at present unfavorable to the farmer. It is the 
frequent practice of banks establishing branches in agri- 
cultural or newly developed localities to take a moderate 
loss over a certain period while it builds up the community 
financially. This progressive policy is, of course, an impossi- 
bility for a unit bank financed by local funds. Moreover, 
the Bank of Italy in California and most of the Canadian 
branch systems frequently lend more money to rural local- 
ities than they receive in deposits from them, demonstrating 
again the relative shortcomings of the unit bank as a bene- 
factor to local enterprise. 

Ninth. The foregoing is a partial refutation of the assertion 
that branch banking will not only drain off deposits from 
small communities for use in the cities but that it will place 
the banking facilities of rural towns in the hands of officials 
who are not familiar or sympathetic with their needs. This 


popular argument does not bear examination. In the first 
place, it is unlikely that branches will be established in 
places where balanced banking cannot be developed—both 
deposits and loans. 

Second. A branch bank will seek to place its funds where 
they will yield the best interest, namely in the rural com- 
munities. 
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Third. It is a common practice to place local branches 
under the management of local bankers intimately ac- 
quainted with conditions. 

Fourth, Local managers are generally given discretionary 
powers in making loans up to a certain amount. In Canada 
this ranges from $2,500 to $10,000. In this connection a 
prominent Canadian banker has stated that in the case of 
his bank there invariably was at the main office at least one 
official who was personally acquainted with any client seek- 
ing a loan of $50,000 or more, and even generally with 
clients seeking loans of $10,000. This condition would ap- 
ply all the more to State-wide branch banking as compared 
with dominion-wide banking. 

Fifth. Local managers, as with managers of chain stores, 
will make every effort, for their own advancement, to lend 
as much money as is consistent with sound principles. 

Character loans” therefore, may be made under branch 
banking as readily as under unit banking, except for un- 
sound loans made under the pressure of personal friendship. 

A secondary point under this heading is the fact that, 
when a unit bank fails, it injures most those whom it was 
especially intended to help—the man who borrows on char- 
acter instead of collateral. In this case a borrower who 
may be a good risk and a constructive force in the com- 
munity will be rendered helpless by suits resulting from 
the forced liquidation of the bank’s assets. 

Tenth. It is asserted that branch banking will further 
centralize credit and produce a financial autocracy contrary 
to the public interest. Yet under our present laws 50 per- 
cent of the banking business is conducted by only 0.5 per- 
cent of our banks, while the other 99.5 percent of our banks 
handle the remaining 50 percent. This concentration is 
largely the result of the restrictions placed upon State-wide 
branch banking, which have driven many industries seeking 
large loans to money centers in other States. Under the 
provisions of the Glass bill the capital resources within 
States will tend to concentrate and to become available for 
financing the business of that State. This would actually 
tend toward decentralization. 

Eleventh. I have already given, paragraph 3, the average 
deposits of the banks which have failed during the last 
decade, demonstrating the insecurity of the small banks, 
owing partly to under capitalization and bad management. 
The following table further shows the percentage of small 
banks which reported a loss during the period 1926-30, in 
terms of their volume of loans and discounts: 


Percent lost money 


The smaller banks show the higher percentage of losses 
as well as failures. Here again becomes apparent one of the 
fundamental disadvantages of the small unit bank—its 
higher percentage of overhead and smaller margin for 
reserve. The magazine Fortune gives, in this connection, a 
hypothetical income and expense account for a small bank 
with $100,000 capital and $1,000,000 deposits: 


Earnings: 

Discounts and interest on investments $56, 000 

From various other sources 6, 000 

$62, 000 

Expenses: 

een A ES resenieubetnen 28, 000 
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Other running expenses 7. 000 

Losses on bad loans ĩͤ„5„7 6, 000 

Dividends at 6 percent — 6. 000 


50, 000 


Left for salaries and reserves 132, 000 


If this rough calculation approximates the actual figures 
of a representative bank of this type, it is evident that there 
is little left to spend for banking brains and experience and 
none for building up a reserve. Under adverse circum- 
stances the bank will lose money and eventually fail. 

As a branch, however, it would be under the supervision 
of presumably skillful and experienced bankers. As to re- 
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serves, the resources of the parent institution, protected by 
diversification, are behind the small branch. For these rea- 
sons, therefore, the branch does not have to present as sub- 
stantial a front as the unit bank designed to inspire the 
confidence of its depositors. Branch banking, as in rural 
Canada, may be done in simple quarters which the unit bank 
does not dare to use. 

Twelfth. Branch banking would tend to increase both 
banking facilities and employment, rather than to decrease 
them, if we may judge by comparison with Canada. In the 
United States there are about 20,000 banks and 3,500 
branches, or 1 banking office for every 5,000 persons, 
while in Canada there are 11 banks with 4,000 banking 
offices, or 1 to each 2,500 inhabitants. Should branch 
banking in this country bring the number of banking facili- 
ties up to the Canadian average, we would have 11,500 more 
than at present, employing, at 3 persons each, 34,500 persons. 

Although the United States was admittedly overbanked 
in 1920, an increase of banking offices not separately incor- 
porated is desirable. There are 3,165 urban places in the 
United States, of which at least 2,000 should have more 
than one banking office; there are 13,433 incorporated places 
in the rural districts; and outside of these 16,598 towns and 
villages lives 36.4 percent of our population. 

Thirteenth. Other sections of the Glass bill deal with 
chain and group banking through holding company affil- 
iates controlling member banks. Many such groups, includ- 
ing National and State member banks, have been formed 
throughout the country in order to realize some of the 
advantages of branch banking while circumventing the 
prohibitions in the National Bank Act. In 1911 Solicitor 
General Lehmann, with Attorney General Wickersham con- 
curring, declared the establishment of such chains or groups 
to be illegal. This decision was never applied, however, nor 
brought to light until recently. 

Group bankers themselves welcome branch-banking legis- 
lation by which they could simplify their organizations and 
afford their depositors more security than they now enjoy in 
most of these extralegal unsupervised organizations. Al- 
though many of them have been operated on sound and 
conservative principles, others have represented a menace 
to the public by their ability to conceal their true con- 
dition from both State and National examination. 

Fourteenth. Unit banks are described as “ very, very lim- 
ited in scope * and monopolistic in their area.” 
Senator Glass attributes many of the banking evils to the 
“ pawnshop banks in the country districts where, free from 
the competition of branches of sound institutions, they 
monopolize the banking business of the area and involve 
its assets in failure as soon as difficulties arise. 

Branch banking therefore would not tend toward monopoly, 
as frequently charged, but would rebuild the banking system 
on a sound competitive basis. Strong local institutions ade- 
quately serving their communities would be protected by the 
Comptroller of the Currency, whose consent is necessary for 
the establishment of branches. But where adequate banking 
facilities are lacking, healthy competition between branch 
systems would serve best the public interest. At present 
many unit banks have joined in clearing-house arrange- 
ments designed to curb competition and monopolistic in 
their intent. These same combinations would serve to pro- 
tect unit banks from dangerous branch competition in the 
Same manner as independent grocers have successfully or- 
ganized to compete with the chain stores on equal footing, 
In France closely knit associations of local banks have been 
successful against branch-bank competition. 

Fifteenth. The frequent assertion that branch banking is 
supported by the big interests of New York for their own 
profit is contrary to fact. The strongest supporters of this 
measure have been men representing all types of business ex- 
cept banking. The strongest opposition has come from bank- 
ers themselves, as witnessed by the hostility of the American 
Bankers’ Association. Wall Street, by which is generally 
understood the big interests“, has observed a general neu- 
trality in the matter. Strong advocacy would tend to an- 
tagonize the correspondents of New York banks. And open 
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opposition would run counter to the judgment of New York 
bankers as to the best course for reorganizing national bank- 
ing. New York banks would to some extent lose importance 
as the result of State-wide branch banking, because much 
more financing would be handled within the various States 
which now bring their banking business to New York. An- 
other reason for the noncommittal attitude of New York 
is the fact that the large banks there would, in order to 
maintain their prestige in New York State, be obliged to 
undertake the expenses and risks of opening branches 
throughout the State—a course which would not be par- 
ticularly desirable to them. 

Sixteenth. Prior to the amendment which limited the ap- 
plication of section 22 to the States in which branch bank- 
ing is already permitted, it was opposed on the grounds that 
it would be an unconstitutional usurpation of State rights 
to impose branch banking upon States prohibiting it to 
their State chartered banks. This general issue has fre- 
quently been before the Supreme Court. Its several de- 
cisions in the matter have established beyond question the 
fact that Congress, having established a national banking 
system under its constitutional powers, may take any meas- 
ure it determines necessary to preserve it. (Some of the 
outstanding cases are McCulloch v. Maryland, Osborn v. 
Bank of the United States, Farmers and Mechanics National 
Bank v. Dearing.) 

It is also established that wherever Federal legislation 
passed by Congress in exercise of its constitutional faculties 
shall conflict with State laws, the former shall be the law 
of the land and shall be binding upon the States. (Casey v. 
Gall, Davis v. Elmira Savings Bank, and others.) Oppo- 
nents of branch banking erroneously refer to the Supreme 
Court decision in First National Bank in St. Louis v. Missouri 
as evidence of the unconstitutionality of section 20. In this 
decision the jurisdiction of State courts in enforcing State 
branch-banking prohibitions against a national bank was 
sustained. The national bank in question, however, had 
established a branch without the authority of any permis- 
sive Federal law or authorization by the Comptroller of the 
Currency. The case clearly indicates, however, that had 
there been a Federal statute authorizing branch banking, 
the laws of the State would not have applied. 

A recent opinion written by Walter Wyatt, counsel for the 
Federal Reserve Board, states that the national bank system 
and the Federal Reserve Act having been constitutional Con- 
gress has the power to modify these to preserve their pur- 
poses. Second, that congressional power over the national 
currency extends over all modification of the Federal Re- 
serve System. Third, that impending bank failures jeopard- 
ize interstate commerce, and that Congress may, therefore, 
take any steps it deems necessary to protect it. 

C. The negative arguments, with comments 

First. The branch-banking provisions of the Glass bill 
were drafted under the misconception that the banking dis- 
asters of recent years have been due to the fundamental 
weakness of unit banking as a system merely because we 
happened to have unit banking at the time. The real causes 
of the present banking crisis have been, first, the depression 
in agriculture and then the deflation following the boom in 
securities speculation. Both unit and branch or chain sys- 
tems of banks failed prior to 1929 in the sections that were 
suffering economically. Both unit and branch banks failed 
in the cities when investment prices collapsed. 

Economic conditions were a cause of banking failures, not 
an effect. Moreover, another cause for many banking col- 
lapses was the domination of smaller banks by their large 
metropolitan correspondents, which drained funds from the 
country districts for speculative purposes and loaded up the 
small bank with worthless securities. Had branch banking 
then been in Nation-wide practice, the same results would 
have ensued. 

Section 22, therefore, seems to be conceived in a punitive 
spirit, threatening the innocent injured party, unit banking, 
with destruction by State-wide branch banking. It does not 
strike underlying factors requiring remedy. 
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Second. The foundation of the Federal Reserve System, 
upon which rests our national financial structure, is a system 
of independent banks serving their localities but drawing 
upon the elastic credit reserves of the 12 great Federal 
Reserve banks. The present system, with such modifica- 
tions as will prevent speculation and other abuses, is capa- 
ble of adjusting itself to all contingencies and effectively 
serving the Nation. 

Branch banking, however, would tend to weaken this 
structure and eventually to destroy it. Experience in other 
nations shows that branch banking drives out unit banking. 
Thus we should be substituting for our present. system other 
credit reservoirs in the form of great branch banks privately 
owned and operated for profit. The accommodation the 
local bank now receives from the Federal Reserve bank of 
its district under supervision in the public interest would 
instead be monopolized by the parent bank without recourse 
to the Federal Reserve. 

Third. Corollary to the above point is the fact that under 
the unit system coordination with the money market and the 
automatic flow of credit in the interests of the general public 
is effected through the Federal Reserve System. In it are 
represented a wide range of diverse conditions throughout 
the country. Collectively its actions in providing fluidity 
and mobilization in times of emergency are uninfluenced by 
considerations of private profit. Under a branch-banking 
system this diversification of representation in the member- 
ship of the Federal Reserve System would be lost as the 
member units became larger. With effective control placed 
in a few hands, there would arise a prejudicial tendency for 
it to serve private rather than public interest. 

Fourth. The common assertion that State-wide branch 
banking would achieve a desirable diversification of risks is 
fallacious. In States which rely primarily upon one or two 
crops, the dangers of concentrating banking business in a 
few large institutions are no less than the dangers of hav- 
ing isolated failures among independent banks. And in 
States where there is a great diversity of economic activity 
the local banker is better fitted to understand and to meet 
the peculiar problems of his community than is the big 
banker in the metropolis, who will be better acquainted with 
national industrial conditions. 

Fifth. The present dual system of banking in the United 
States provides a salutary check upon illiberal or mistaken 
general policies to which a unified banking system under an 
overburdened bureaucracy would be subject. Depositors 
and borrowers now have a choice of the facilities they use, 
national or State. In a large number of cases comparative 
statistics show that State banks have served their communi- 
ties better than national banks. In support of this Senator 
Norseck, in his minority report on the Glass bill, cites the 
following figures: 


December 1931: 
State-bank deposits 


National-bank deposits 19, 210, 000, 000 
State-bank capital more than national 175, 000, 000 
State-bank surplus more than national 1, 700, 000, 000 


March 25, 1931, to December 30, 1931: State-bank deposits 
decreased $3,700,000,000, or 8 percent; national-bank depos- 
its decreased $3,100,000,000, or 13 percent. (These figures 
are evidently inaccurate. The percentages actually work out 
about 11 and 14 percent, respectively.) 

In 1931 national-bank failures increased over 1930 by 154 
percent; State-bank failures increased over 1930 by 60 
percent. 

National banks reopened in 1930_..--.-.-----_--------.--... 5 
National banks reopened in 1931_..---..-..-.--..__--__--.-. 
State banks reopened in 1930 
State banks reopened in 193114 

Comment: I cite these figures not because they are con- 
vincing but because they are the only evidence offered in 
support of this favorite argument of the opponents of 
branch banking. 

Sixth. Branch banking, with its nonresident management, 
will tend to eliminate character as an element in credit and 
to overemphasize collateral as the basis for loans. Comp- 
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troller Dawes asserts that under these conditions banks would | tria, unsettling international finance in their fall. Even the 


“ degenerate into a glorified pawnshop.” These “character 
loans ”, it is asserted, have been a major factor in the pro- 
gressive development of the United States. They are gen- 
erally made to young and constructive men who do not have 
the necessary collateral security, and they depend entirely 
upon the local banker’s intimate knowledge of the borrowers 
and their projects. 

Comment: Among advantages character loans have been 
discussed, with special reference to the Canadian branch- 
banking practice. In Scotland, which has the oldest and 
one of the most comprehensive branch-banking systems, it 
is the well-established practice to make such loans very lib- 
erally. The Morris Plan banks in the country also success- 
fully practice a form of character loans of the same type. 
In this connection two more points on this subject may be 
made: First, the local banker, responsible to no one but 
himself, is not only tempted to extend credit to personal 
friends irrespective of the risk involved, but he is frequently 
practically obliged to, against his better judgment. Under 
branch banking, even though the local manager may be a 
local man, the responsibility for such loans rests with the 
main office, and he is relieved of this difficulty. Second, the 
very borrowers who are supposed to be most benefited by 
liberal character loans are those to suffer most in case of 
the bank’s failure. Lacking collateral they are rendered 
helpless by suit incident to the bank’s liquidation. 

Seventh. Advocates of branch banking frequently allude 
to its safety in Canada as contrasted with bank failures in 
the United States. Yet Canada, with natural resources 
nearly equal to ours, with similar climatic conditions and 
population, has remained relatively undeveloped. This is 
attributed to the unprogressiveness of branch banking, con- 
trolled from two metropolitan cities. The money actually 
lost to depositors in America, enormous though the sum is, 
is not a high price to have paid for the great national de- 
velopment our unit banking system has made possible. 
Under branch banking the flow of credit for constructive 
purposes would be reduced until our system might resemble 
Postal Savings banking—purely a deposit business. 

Comment: The fallacies of this are discussed earlier. A 
further point to be made is the fact that the Glass bill does 
not contemplate branch banking on a Nation-wide scale, as 
in Canada, and that the comparison can be made only 
insofar as Canadian experience demonstrates some of the 
general advantages of branch banking. 

Eighth. Branch banking tends to be monopolistic to an 
unwholesome degree. 

Comment: The prohibition of branch banking has driven 
half of our banking business into a few institutions, thus 
tending toward an effective monopoly. And the small unit 
bank itself is intensely monopolistic in its area. State-wide 
branch banking, on the contrary, would decentralize credit 
and bring banking business back to the States in which it 
originates. 

Ninth. Branch banking spells the ultimate ruin of the 
sound, independent, progressive unit bank which has long 
well served its locality. 

Comment: While under the Glass bill the Comptroller of 
the Currency must approve the establishment of branches 
and will refuse them in communities already adequately 
served, at present unit banks have to meet the competition 
of chain and group banks established under scant super- 
vision. Moreover, as discussed earlier, independent banks 
can and have joined in clearinghouse agreements for pro- 
tection against competition, in much the same way as local 
grocers have combined. 

Tenth. The common assumption that size, developed 
through branch banking, means strength is not supported 
by experience. It is vastly more dangerous, to use the 
branch banker’s simile, to place all the eggs of a considerable 
region into one basket than to risk scattered unit bank fail- 
ures. The failure of the Bank of the United States, for ex- 
ample, was greater disaster to a vast number of depositors 
than the failure of a number of country banks. Huge branch- 
bank failures have occurred in France, Germany, and Aus- 


apparently excellent Canadian record is not conclusive proof 
of the greater safety of branch banking. The few losses 
to depositors have been achieved by ruinous assessments to 
the stockholders. 

Moreover, a fair comparison cannot be made between the 
$13,500,000 lost to Canadian depositors and the five billions 
tied up in American banks. Bank liquidations are so slow 
in Canada that in 1929 the liquidations of three banks that 
failed in 1910, 1914, and 1923 were still reported incomplete. 
The last of these was the great Home Bank of Canada. 
Finally, the large number of consolidations in Canada is 
partly the result of the imminent collapse of large branch 
banks which had to be taken over to prevent failure. This 
process of attrition will eventually leave banks so few and 
so huge that it will be impossible to avert failures by 
absorption. 

Eleventh. The branch-banking provisions of the Glass bill, 
prior to the amendment, would have been declared uncon- 
stitutional as an infringement of State rights. See First 
National Bank in St. Louis v. Missouri (263 U.S. 640, 1924). 

Comment: The unquestionable constitutionality of such a 
law has been touched upon earlier. 

Twelfth. Another criticism of the branch-banking provi- 
sions of the Glass bill is the opinion that it does not go far 
enough to cure the evils it is attacking. The diagnosis of 
the faults in our banking system and the points made in 
favor of branch banking would nearly all apply with even 
more force as support for a unified banking system national- 
izing State banks and generally tending to bring them into 
larger branch-banking organization. 

The opponents of branch banking answer this objection 
themselves by asserting that this Federal sanction of branch 
banking is “the camel’s nose under the tent”, and that it 
will rapidly lead to the elimination of independent banks 
throughout the country. 

Proponents of a unified banking system, including Mr. 
Glass, consider this a far-from-sufficient measure to 
strengthen and perfect our banking system. It admittedly 
does not go to the root of the evil—duality—by which we 
have 50 different sets of banking laws instead of 1. Types 
of banking which are successful in some States, under ex- 
cellent supervision, are disastrous in others. Group- and 
chain-banking systems, which have become important in our 
financial life, may easily elude examination by shifting paper 
in their portfolios from National to State banks or from one 
State to another. And only by nationalizing banks will it be 
possible to do away with such fatal laws as fixing capital 
requirements as low as $5,000. 

TI—DIVORCE OF INVESTMENT BANKING AND SECURITY AFFILIATES 

A. The provisions of the bill 

First. Section 9 seeks to prevent the use of Federal Re- 
serve credit for speculative purposes by providing that loans 
to member banks shall become immediately due if, after 
warning, borrowing members increase, during the life of the 
loans, the amount of loans outstanding secured by invest- 
ment securities or by the notes of investment houses. As 
further penalty such member banks would remain ineligible 
for credit during a period to be determined by the Federal 
Reserve Board. 

Section 3-a. Federal Reserve banks shall report to the 
Board instances of member banks making undue use of 
credit for speculation in securities. Board may, after hear- 
ing, suspend such bank from use of credit facilities of Fed- 
eral Reserve System. 

Second. Section 16 prohibits national banks from under- 
writing or dealing in investment securities except upon order, 
and places the following restrictions upon the purchase of 
securities for own account: 

National banks may not purchase for own account and 
hold more than 10 percent of the issue of any one obligor— 
unless the issue does not exceed $100,000—nor may such 
purchase exceed 50 percent of the bank’s capital stock. 

The total investments outstanding of any one obligor 
that may be purchased and held after this section takes ef- 
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fect shall not exceed 15 percent of the bank’s capital and 
25 percent of its surplus. 

This section shall take effect 2 years after the enactment 
of the bill. 

Last year, when this was under consideration, critics of 
the bill termed it extremely deflationary by requiring liqui- 
dation of bank’s security holdings. Senator GLAss, however, 
insisted that its application was in futuro and would not 
affect bank’s present portfolios but only purchases after 
enactment. 

By investment securities under this section shall be meant 
bonds, notes, and debentures; the purchase of stocks is not 
permitted. Exception to this is made in the case of stock 
in a safety-deposit company, which may be purchased to 
the extent of 15 percent of the bank’s capital and surplus. 

The obligations of the United States, and of its political 
subdivisions, and those issued under the Federal Farm Loan 
Act, are excepted from all of the above limitations. Section 
5 (b) applies these restrictions also to State member banks. 

Section 10 prohibits “loans for the account of others” 
made on security collateral. 

Third. Section 18 requires the divorce of security affiliates 
within 2 years. At the end of that period no certificates 
Tepresenting stock in any national banks shall represent 
stock in any other corporation except a member bank, nor 
shall the ownership or sale of such stock be conditioned 
upon ownership or sale of stock of any stock but that of 
a member bank. 

No inhibitions are placed upon the methods for separating 
stock ownership. Section 5 (b) extends these limitations to 
State member banks and requires reports from and exami- 
nations of their affiliates. 

Fourth. After 2 years no member bank shall in any way be 
associated with a holding company or any other organization 
chiefly engaged in the flotation, underwriting, or sale of 
investment securities. Section 20. 

It should be observed that the regulations concerning 
holding-company affiliates are not treated in this section, 
as they do not fall under the heading of security dealings 
by member banks. 

B. Supporting arguments 


Leaving aside the question as to how successfully the 
details of these measures as drafted will effect the separation 
of investment from commercial banking and will keep Fed- 
eral Reserve credit from speculative uses, the affirmative 
case for these sections may be treated under the following 
general headings: 

First. The evils resulting from the present mingling of 
commercial and investment banking. 

Second. The positive advantages to be achieved by the bill. 

Third. Refutation of objections; not deflationary or diffi- 
cult of achievement. 

Fourth. Security affiliates are already illegal. 

Fifth. Purposes of the bill approved; but it should go 
further; Aldrich. 

First. The specific abuses and general disasters which have 
attended the participation of commercial banks, either di- 
rectly or through their affiliates, in the investment business 
are widely known and have received recent publicity. The 
following will serve as summary of the part played by de- 
posit banks in the boom which ended in 1929: 

Prior to the World War and the liberty-loan drives, in 
which commercial banks assisted, the security business was 
largely conducted by private banks and investment houses. 
Then a few security affiliates were established for selling 
bankers’ acceptances and Government issues. These rapidly 
grew and built up elaborate and expensive sales organiza- 
tions which, to sustain themselves, entered more and more 
into the business of industrial long-term financing. First 
primarily concerned with selling these securities, their needs 
for more merchandise led them to participate in, under- 
write, or originate a growing proportion of them. The more 
they sold, the more new issues they sought to handle. And 
as this growth continued, the more bank credit they were 
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The unhealthy inflation of bank credit—far in excess of 
the requirements of gradually increasing business in pro- 
duction and distribution—were the result of a vicious circle. 
Nearly every line of industry was overcapitalized with new 
security issues. New investments had to be sold. Credit 
had to be extended freely to permit the purchase of these. 
This credit was applied to sustaining and increasing stock- 
market prices. And again these securities at inflated prices 
were accepted as collateral for still more credit, until 
brokers’ loans alone reached $8,500,000,000, with “outside 
loans at $5,000,000,000. 

In the era of high-pressure ‘investment sales many un- 
sound issues were offered, and many found their way into 
the portfolios of the smaller banks in the agricultural 
States. Metropolitan banks held their correspondents in a 
condition of involuntary servitude and, under the threat of 
cutting off accommodations, coerced them into buying secur- 
ities from the sale of which they were deriving profitable 
commissions. And the rural banks, finding less local use for 
their funds, were generally not adverse to these opportunities 
for diversification and more rapid returns. Then the indi- 
vidual depositors were urged to place their savings in stocks 
and bonds, and against these more credit was given. 

Thus when stock-exchange values shrank about $60,000,- 
000,000, thousands of small banks took large losses on 
their securities and were caught with frozen loans on 
unsalable collateral. Billions in deposits were tied up by 
failures, and credit tightened until all normal business was 
strangled, and nearly every industry had assumed an ex- 
cessive capital debt, greater than normal development had 
justified and the proceeds of which were partly dissipated 
through speculation. 

This situation, it is asserted, indicates that the remedy 
which will prevent its recurrence must be measures to keep 
commercial banks out of the investment business and com- 
mercial credit out of speculative channels. Had banks con- 
fined their activities to commercial banking they would not 
have been tempted to load the country down with securities 
at inflated prices. They would not so lavishly have extended 
credit for speculative uses. They would not have used their 
coercive powers over correspondents nor their persuasive 
power over depositors to cause them to buy on faith. Had 
private banks and investment houses—which are the logical 
medium for long-term financing—not had this competition 
they would have handled legitimate issues on their merits 
and the market would have been conditioned by credit poli- 
cies consistent with sound commercial banking. 

The measures of this bill not only abolish security affiliates 
and prevent member banks from dealing in securities but 
they also close Federal Reserve credit to borrowers engaged 
in securities speculation. 

Second. (a) The Central Hanover Bank, among others, ad- 
vertises that it has “no securities for sale.” This constitutes 
an assurance to its depositors and to its correspondents that 
it is in a position to give them unbiased service and advice. 
It is in line with the principle set forth by Justice Day in 
Magruder v. Drury (235 U.S. 119), and which should be made 
to apply to the deposit bankers as well: 

In effect, he is not allowed to unite the two opposite characters 
of buyer and seller, because his interests, when he is the seller 


or buyer on his own account, are directly conflicting with those 
of the person for whose account he buys or sells. 


Further to develop the advantages of safeguarding the 
public against the frailties of human nature by separating 
the securities business from banking, the following points 
should be noted: 

Bankers’ advice to commercial accounts as to the issuance 
of securities will be untainted by self-interest. 

The public will be protected against the possibility of being 
offered bonds which represent bad bank loans or “ dirty 
linen ” converted through a security affiliate. 

A bank will not be tempted to make security loans for the 
purpose of selling issues in which it has a financial interest. 

A bank will not be embarrassed by the necessity of ap- 
praising as collateral for loans securities sold to its custo- 


forced to make available for the purchase of new securities. mers by its own affiliates, 
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(b) Bank credit is a controlling factor in the business life 
of the Nation, and should be conditioned by the needs of 
commerce, industry, and agriculture. Heretofore, with banks 
interested in the securities market, speculation has exerted 
an undue influence upon the control of credit. Moreover, 
as we have seen, the abundance of money banks made avail- 
able for speculation produced, through the inflation and 
subsequent collapse, unsound conditions in long-term financ- 
ing. By divorcing long-term financing from short-term 
financing the conditions affecting each will serve as a check 
upon the other, and the exaggerated results of the intimate 
association between the two will be avoided. From this we 
may expect sounder credit policies from our commercial 
banks and an investment business more accurately responsive 
to the needs of industry. 

Third. (a) It is asserted that these measures will have 
a deflationary effect when this is least desirable for business 
recovery. This criticism is made under the misconception 
that articles 16 and 18 will involve the liquidation of many 
security holdings and will require the liquidation of affiliates 
and their holdings. As a matter of fact, as Senator GLASS 
has pointed out, the sale of securities held prior to the enact- 
ment of the bill in excess of the specified percentages is not 
required. And the provisions as to security affiliates do not 
require their destruction, but allow ample time for separat- 
ing their ownership in an orderly fashion. 

(b) Critics predict that a vital part of the machinery for 
handling long-term, financing will be destroyed, thereby 
crippling the reconstruction of business life of the country 
and placing obstacles to the necessary conversions of slow 
bank loans into securities. Banks and their affiliates, they 
assert, have become indispensable to these operations. 

Facts do not support this argument. Although there are 
not reliable figures available showing the relative impor- 
tance of commercial banks as compared with private banks 
and investment houses, the following shows the rapid rate 
at which the former captured the legitimate business of the 
latter in the origination and participation of more than 
$20,000,000,000 of investment securities during the 4-year 
period of 1927-30, inclusive: 


Private banks, et 
Commercial bank affiliates.. 
Commercial 


The large volume of business which the private banks 
lost to security affiliates could easily be recaptured and han- 
dled again through its proper channels. Formerly these fa- 
cilities were adequate, and would presumably be so again, es- 
pecially as there is likely to be a smaller volume of capital 
issues in the future than in the days of the speculative boom 
in overcapitalization. There would be more strength in the 
argument if security affiliates had actually handled more 
than half of this business over a long period of time and not 
principally in boom years. 

(c) Another argument in opposition which has been dis- 
proved by recent developments is the belief that the divorce 
of these affiliates in 2 years would not only be undesirable 
but difficult of accomplishment without heavy losses. In 
the first place, there is no necessity, under the bill, of de- 
stroying these affiliates, which could continue independently 
if they were justified. All that is required is the separation 
of stock ownership. Moreover, after expressing a bitter op- 
position to these measures, 7 out of 10 New York banks 
having such affiliates have already discontinued their afili- 
ates, or started doing so, expressing, in several instances, 
the belief that their maintenance is contrary to the best 
interests of sound commercial banking. The bill, when en- 
acted, would supplement this voluntary separation and 
would preclude a recurrence of the conditions which made 
it advisable. 
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In this connection it should be noted that relatively few 
institutions will be affected. Of the 300 security affiliates 
in the country, about 200 belong to national banks, 70 be- 
long to State member banks, 30 belong to nonmember banks. 
But the member banks by which the 270 affiliates are con- 
trolled represent about one half of the banking business of 
the country. 

About three fifths of the security affiliates controlled by 
national banks have their stock trusteed, and one fourth of 
them are owned directly by the stockholders of the bank. 
The stock of the remaining few is either owned by the bank 
or by another affiliate. 

Fourth. Sponsors of the bill state that while the bill was 
not drafted for legal reasons, the security affiliates estab- 
lished by national banks are not only in contravention of 
the intended purposes of the National Banking Act but actu- 
ally illegal. Authority for this is an opinion of Solicitor 
General Lehman, in 1911, with Attorney General Wicker- 
sham concurring. Decisions of the Supreme and many 
lower courts are copiously cited in support of this view. 
(See CONGRESSIONAL RECORD, vol. 75, pt. 9, pp. 9899-9904.) 
This was never acted upon, however, nor even brought to 
public notice until 1932. Senator Grass charges that it was 
suppressed. 

Fifth. Beside criticisms of the purposes of these measures 
of the bill, some who favor such measures criticize it on the 
ground that it does not go far enough in realizing its objec- 
tives. Among those holding this view are Winthrop Aldrich, 
president of the Chase Bank—which, by the way, has bit- 
terly assailed the proposed separation of commercial and 
investment banking through the pages of its Economic Bul- 
letin—who recently said: 

I am entirely in sympathy with the divorcing by law of security 
affiliates from commercial banks. I do not think, however, that 
the Glass bill goes sufficiently far in separating the business of 
commercial banking from that of dealing in securities. To sepa- 
rate commercial banks from their security affiliates is only half 
the problem. 

He proposes four additional measures to make this more 
effective: First, no corporation or partnership should be 
permitted to accept deposits without being subject to the 
same regulations as commercial banks; second, no corpora- 
tion dealing in securities should be permitted to take any 
deposits at all; third, interlocking directorates between banks 
and organizations dealing in securities should be prohibited; 
and, fourth, boards of directors of commercial banks should 
be small enough to enable each member to be familiar with 
the affairs of the banks and to discharge their responsibili- 
ties to stockholders, depositors, and business. 

These suggestions are supplementary to the provisions of 
the Glass bill, of which he approves. 

C. Arguments in opposition 

The principal opposition to the divorce of investment 
banking from commercial banking comes from bankers and 
bank publications—which are by no means unanimous—and 
from the United States Chamber of Commerce. Three items 
in the report of its special committee on banking submitted 
for referendum declare against these measures and in favor 
of voluntary or Government regulation rather than complete 
divorce. The vote on them was, on the average, 6 to 1 
against divorce and in favor of bond departments, afiiliates, 
and loans for others. 

The three classes of arguments in opposition are, in the 
order they will be treated: First, that the premises on which 
the bill was drafted were false and that it is attacking from 
the wrong direction; second, that the measures as drafted 
will be ineffectual anyway and will not achieve their pur- 
poses; and, third, that the enactment of the bill is dangerous 
to the business life of the country. 

First. (a) These measures of the bill are aimed at the 
abuses which contributed to the financial debacle but were 
only symptomatic of a single underlying cause—cheap money 
and excessive credit. The prevention of this should be the 
object. of legislation and of Federal Reserve policy. But to 
inhibit the normal functions of banking by restrictive meas- 
ures directed at the mere details resulting from cheap 
money is futile and mistaken. Commercial customers have 
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priority on loan funds of banks; and if such funds are not 
excessive, not much will be diverted into speculation and in- 
flation of security values. The simplest way to achieve this 
fundamental safeguard is by extensive open-market opera- 
tions and careful manipulation of the rediscount rate by the 
Federal Reserve, thus keeping the money market under con- 
trol. This was not sufficiently done during the boom, until 
the easy-money policy of the Federal Reserve had allowed it 
to get out of control. Driving the rediscount rate higher 
came too late to tighten money effectively. 

(b) Exception must be taken to a campaign statement of 
President Roosevelt: 

Investment banking is a legitimate business. Commercial bank- 
ing is another wholly separate and distinct legitimate business. 
Their consolidation and mingling is contrary to public policy. 

This is not in harmony with the consensus of opinion in 
the business world, as shown by the testimony before the 
Senate committee and as reflected in the business press, nor 
with the academic opinions published in such organs as the 
Harvard Business Review. 

The line of demarcation between commercial and in- 
vestment banking—long- and short-term credit—is not dis- 
tinct and they cannot be separated. Frequently their func- 
tions are interchangeable, such as, for example, the almost 
perpetual accommodations sometimes granted by banks to 
customers in the place of capital issues and such as in- 
stances of the conversion of short-term loans into bond 
issues. Commercial paper is sold in much the same way 
as investment securities. Market conditions are a control- 
ing factor in the choice between these complementary means 
of financing. 

In fact, these two forms of financing should be still more 
closely associated rather than separated, so that the con- 
servation of sound banking will be reflected in higher-quality 
securities offered to the public. Moreover, banks, with their 
wide contacts with the public through their correspondents 
and branches, are the logical medium for selling securities. 
Investment houses have to resort to the expenses of traveling 
salesmen and costly branch sales offices. 

Comment: Mere prevalence of these opinions does not 
prove the case against these provisions. In many instances 
the conversion of short-term loans into securities should 
never have been done nor would have except because of 
the connection between the two. Moreover, if banks had not 
been in the investment business, they would not have tended 
to drain so rapidly money from the small towns into the 
cities for speculative purposes, leaving the rates for agricul- 
tural accommodations higher than they should have been. 

Another comment: Some hold the opinion that commer- 
cial and investment banking require very different types of 
temperament and experience. This is offered as further 
reason for their separation. 

(c) It is untrue that many of the bank failures during 
1929-31 were due to losses through security affiliates. In 
fact, 80 percent of the deposits in banks that failed were in 
banks which had neither bond departments nor security 
affiliates. 

(d) The belief that affiliates endanger the depositor’s 
money is contrary to fact. Affiliates are separately capital- 
ized and generally owned in some manner by the stockhold- 
ers. Deposits are not involved. 

Comment: Depositors’ money is lent to the affiliate, how- 
ever. It is estimated that 50 percent of short-term credit 
to affiliates was granted by parent banks. 

(e) The practice of placing securities in which an affiliate 
is interested into trust accounts operated by the parent bank 
is generally avoided by reputable bankers and should be 
prohibited by law. The same thing applies to the sale of a 
bank’s stock by its affiliates, although there were some noto- 
rious cases of this. These matters therefore should be sub- 
ject to regulation, but they should not be advanced as rea- 
sons for discontinuing affiliates altogether. 

(f) The statement that commercial banks took advantage 
of their superior opportunities for selling investments by 
putting low-grade securities on the market is disproven by 
the fact that surveys show the securities they were respon- 
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sible for haye had better records as to defaults. This is 
further evidence that the best interests of the investing 
public are served by commercial banks. 

(g) Economy in the costs of financing through commercial 
banks is shown by a survey of the origination, of $8,000,- 
000,000 in foreign bonds by commercial banks and invest- 
ment houses. The spread, in the case of those handled by 
the latter, was 25 percent greater. Like figures are not avail- 
able for domestic issues, but would probably indicate an 
equal saving. 

Second. The foregoing arguments show that it is mistaken 
to attempt to separate investment from security banking. 
Next are comments as to whether the Glass bill will effec- 
tually prevent the use of Federal Reserve credit for specula- 
tive purposes. 

(a) Section 3 authorizes Federal Reserve authorities to 
refuse rediscounts for speculative purposes when the Reserve 
banks shall find that their members are making such use of 
it. This is obviously a mild provision simply making into 
law a power they already had and tried, without success, to 
exercise in 1929. An earlier draft (S. 4115) proposed for- 
bidding the Reserve banks from making loans to members 
for the purpose of lending on securities or carrying loans 
on them. As it stands now, this will probably have little 
effect, even though it its strengthened by section 8, which 
provides that loans to member banks shall fall immediately 
due if such members shall have increased, during the life 
of the loans, their own outstanding loans secured by invest- 
ment securities. Under this section member banks to which 
this is applied may be declared ineligible for further loans 
for a period fixed by the Board. 

Both of these, not being mandatory, are likely to be 
ineffectual and to become inoperative. Moreover, redis- 
counts are not the only way in which Federal Reserve credit 
may find its way into speculative uses. In 1929, when the 
System was striving to check speculation, it actually sup- 
plied important funds for that purpose by buying heavily 
in acceptances, trying to support them. Thus, member 
banks, selling acceptances to the general market, were 
releasing commercial paper, which, through purchase by the 
Reserve banks, became available money free of any control. 
Any such artificial attempt to make money easy for com- 
merce and tight for speculation is bound to fail. It cannot 
be kept in separate compartments or distinguished by its 
color. I quote from the Chase Economic Bulletin a hypo- 
thetical case under the heading, “Blue, Pink, and Yellow 
Money”, (Apr. 25, 1932): 

When Federal Reserve authorities put out their credit, either by 
buying Government securities or by buying acceptances, they do 
not know for what purpose the money will be used. They pay for 
these with checks on themselves to dealers in Government securi- 
ties or acceptances, who deposit these checks with their commer- 
cial banks—member banks. The member bank will redeposit these 
checks with the Federal Reserve bank, building up its balance 
there. Assume that the bank which first receives the Federal 
Reserve bank checks has ground to suppose that they represent an 
increase in Federal Reserve credit and, wishing to obey the spirit 
of the law, refrains from employing the money in security loans. 

of so doing, it buys Government securities or even com- 
mercial paper. It pays for these with deposit credits or with 
checks on itself. These checks come in against it at the clearing 
house next day and the extra Federal Reserve funds are trans- 
ferred to some other bank. This other bank has no notion what- 
ever that the money which has come into it represents new Fed- 
eral Reserve credit. The identity of the money is absolutely lost 
in the general stream of funds. The second bank, with a clear 
conscience, lends its excess money at the money post of the stock 
exchange. The money was biun when the Federal Reserve bank 
put it out. It became pink in the n of the first bank, 
but it became definitely yellow once it got into the hands of the 
second bank. 


(b) Not only will the measures of the bill fail to prevent 
the diversion of Federal Reserve credit into speculative chan- 
nels but the bill does not take into consideration the fact 
that dangerous speculative inflation may take place in fields 
other than investment securities. The boom in 1919-20, 
ending in a crash that marked the beginning of the period of 
high bank mortality, was one of commodity prices. At its 
peak brokers’ loans amounted to only $1,750,000,000, as com- 
pared with about $8,500,000,000 in 1929. Nothing in the bill 
will prevent a recurrence of this situation. 
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(c) These controversial measures in the Glass bill will 
therefore fail to achieve their primary purpose. The only 
way in which speculation may be kept within bounds is by 
control of the money market through the rediscount rate 
and open-market operations. By these means the Federal 
Reserve System may prevent the accumulation of excessive 
reserve credits which can be put to speculative use. 

Comment: In 1929 the Federal Reserve System attempted 
to check speculation by selling Government securities until 
its portfolio was run down to within the danger point of 
losing all credit control whatever. It also unsuccessfully 
raised the discount rate. The effect these measures would 
have had if taken earlier is entirely a matter of conjecture, 
but experience does not prove them infallible. 

Third. More serious than its shortcomings are the de- 
structive effects the bill would have upon our financial struc- 
ture. Some critics who have presented these arguments 
may have changed their views in the light of very recent 
developments, such as the Aldrich announcement, men- 
tioned earlier, and the action taken by several banks in 
discontinuing their security affiliates. These measures were 
not taken, however, so much for the public interest as for 
private self-protection, and they need not therefore be con- 
sidered to affect the validity of the following points as 
general propositions of public policy. 

(a) Member banks, through their bond departments, or 
through their affiliates, represent probably about 50 per- 
cent of the machinery for handling securities in this coun- 
try. To abolish new securities altogether would clearly be 
industrial suicide. Therefore to destroy half of the ma- 
chinery for handing them and to leave the other half of it 
alone and free of supervision is extremely dangerous, espe- 
cially at the present time when financial reconstruction will 
require new issues to cover many recurring maturities of 
short-term loans. 

Comment: On the contrary, now that the so-called new 
era of the boom days has collapsed, “ banks will go back 
to banking and borrowers may go back to borrowing for 
their current needs instead of floating more issues. The 
private banks and investment houses will be sufficient for 
the demands of the security business. 

(b) The existence of investment banking without commer- 
cial bank credit is impossible unless the financial machinery 
of the country is completely revolutionized. Investment 
houses depend for profits upon a rapid capital turnover. 
They must, therefore, operate on large loans against their 
security collateral. Since they perform a vital function, 
therefore, any attempt, futile though it may be, to deny them 
Federal Reserve credit, direct or indirect, must be wrong in 
principle and undesirable in effect. 

Comment: The bill does not outlaw investment banking 
nor prohibit member banks from lending to investment banks 
and thus assisting in flotations. They may also invest in 
securities within the prescribed limitations of section 15. 
These measures are merely intended to separate the two 
kinds of banking and not to outlaw investments. Member 
banks will be able to lend on securities, but they will not be 
able to increase such loans unduly while borrowing from the 
Federal Reserve. This will make available ample credit while 
preventing too rapid expansion. 

(c) Long-term financing of industries is a vital function 
of the business community. During the decade of 1922-31, 
$74,000,000,000 of new securities were issued, most of them 
sound, despite a few abuses. In 1924 the average volume of 
commercial loans was about $8,000,000,000, while new issues 
that year aggregated less than $4,000,000,000. In 1929 com- 
mercial loans had only grown to $9,000,000,000—a growth not 
commensurate with our commercial and industrial expan- 
sion—while new issues that year were $10,000,000,000. Bank- 
ing legislation must face the fact that this torm of financing 
has grown relatively more important and that reform must 
look to its regulation rather than to turning back and oppos- 
ing this trend. 

(d) The dangers of the Glass bill are shown by an exam- 
ination of its effect, had it been then in force, upon some of 


the emergency municipal and utilities transactions of the 
past 18 months, by which maturing obligations were con- 
verted into securities, thus saving several large cities and 
utilities from disastrous insolvencies. Among these opera- 
tions were credits to New York City amounting to $251,000,- 
000, $62,000,000 to three Chicago power and light companies 
shaken by the Insull crash, $30,000,000 to the city of Detroit, 
and $27,500,000 to Toledo utilities. (Another earlier but im- 
portant case in point was the offer of a $230,000,000 bond 
issue for the Great Northern and Northern Pacific in 1921, 
in which more than 50 banks and investment houses par- 
ticipated.) 

A typical procedure in these cases was the Chicago trans- 
action: A group of banks extend a bank loan to meet the 
maturing obligations and receive as collateral a new bond 
issue which they underwrite. When the market is favorable 
they sell these, and the loans. are repaid with the proceeds. 
The New York transaction, including practically all the 
clearing-house banks and the large private banks in New 
York, consisted of a $100,000,000 bond issue, which the banks 
bought for future resale, and a $151,000,000 revolving fund 
covered by warrants issued against anticipated tax revenue. 
Another bond issue to meet further short-term maturities 
is expected to be handled the same way in April. 

Now, if this section of the bill had been in force, member 
banks could not have underwritten nor bought for resale 
any of the utilities issues: And purchases for own account 
would have been limited to 10 percent of any issue and to 
15 percent of capital and 25 percent of surplus of the pur- 
chasing bank. It is doubtful, however, that the banks would 
have absorbed these huge issues for their investment 
accounts. 

Some critics interpret the language of section 16 as pro- 
hibiting member banks also from underwriting or buying 
for resale eyen Federal, State, and municipal issues. They 
hold that, as the bill now reads, the proviso excepting these 
securities from its restrictions refers only to purchases for 
own account and does not tie back to the following prohi- 
bition: 


The business of dealing in investment securities by the asso- 
ciation. 


State banks are included by section 5-b— 


shall be limited to purchasing and selling such securities without 
recourse, solely upon order, and for the account of customers, 
and in no case for its own account, and the association shall not 
underwrite any issue of securities. 


A clarifying amendment is suggested, either modifying 
this passage or making line 17, page 56, to read as follows: 

The limitations and prohibitions herein contained as to invest- 
ment securities shall not apply to obligations of the United 
States . 

And so forth. 

It is also suggested the obligations of the Reconstruction 
Finance Corporation, the Port of New Lork Authority, and 
other such Government agencies be included in these 
exceptions. 

The purchase of these securities for resale to the public 
would then have been confined to nonmember banks, and 
it is doubtful that under those circumstances they could 
have made available sufficient funds to rescue these great 
corporate organizations from disastrous receiverships. 

Moreover, even though the bill is interpreted as allowing 
member banks to deal in Government securities, this would 
not justify them in maintaining their present elaborate dis- 
tributive machinery. Thus facilities for selling Federal, 
State, and municipal issues would be seriously curtailed. 

Comment: The 2 years allowed will be sufficient for in- 
vestment houses to adjust their sales organizations to the 
needs of the long-term market they will handle. Member 
banks, still dealing in Government issues, will be in a position 
to assist them with loans if necessary. 

(e) The limitation of purchases to 10 percent of the issue 
of one obligor should not be in the bill merely because some 
bankers overbought during the inflation and subsequently 
took heavy losses. Frequently a large bank is justified in 
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buying a whole issue, as in the case of a slow loan that had 
better be converted into a bond issue which may be held 
until the market justifies its sale. Many corporations may 
be saved by funding debts that now threaten them with 
bankruptcy every time they come to maturity. 

. (f) By section 11 member banks are prohibited under 
penalty from handling brokers’ loans for account of others. 
In view of the volume of “ outside loans ” which contributed 
to the recent inflation, this would appear a wise provision. 
But outside loans are not necessarily evil and were not a 
fundamental cause but a result of the excessive volume of 
money. In the past outside loans have been valuable sup- 
port in a crisis, as in 1907 and 1920, when they were at- 
tracted to the market by the high rates. Moreover, if mem- 
ber banks are not allowed to handle these, when money 
again appears on the market it will come through other 
channels anyway. 

(g) The National Banking Act prohibits loans to one 
obligor exceeding 10 percent of the lending bank's capital 
and surplus. Section 25 amends this by including within 
this limit all subsidiaries in which the obligor “owns or 
controls a majority interest.” The purpose of this is to pre- 
vent the establishment of dummy subsidiaries in order to 
secure more credit under the law. It will work a hardship, 
however, upon the many organizations with several legit- 
imate subsidiaries separately capitalized and already enjoy- 
ing and deserving their own separate lines of credit. If these 
lines of credit are so discontinued, the subsidiaries will, in 
view of the present difficulties of establishing new ones, be 
compelled to seek money for their current needs through 
long-term financing. And in view of the other limitations 
in this bill, they will have to go to investment houses for 
this. This section, therefore, should be so modified that it 
will only apply to subsidiaries expressly organized to evade 
the law. 

(h) The aggregate effect of these various restrictions upon 
member banks will be to drive many of them out of the 
Federal Reserve System in order to preserve their invest- 
ment business. This would come at a time when it is highly 
desirable to strengthen the membership and to achieve a 
more unified control of banking. Strong State nonmember 
banks with affiliates will have many advantages, among 
them the ability to afford their customers a complete finan- 
cial service under one roof; expert advice from their affili- 
ates as to investments and in appraising securities as col- 
lateral for loans; source of new business derived from cus- 
tomers of the affiliate. The same advantages largely apply 
also to banks with highly developed bond departments. 

(i) By severing all investment banking from the Federal 
Reserve we will be cutting it adrift from all control. In- 
vestment bankers will be given a monopoly of the kind of 
financing which, it has been shown, has grown in impor- 
tance and is to a measure replacing the use of bank loans 
in financing industry. The consequences of this would be 
fraught with danger to the investing public, especially as 
investment houses, lacking the resources of affiliated banks, 
will never have equal stability in withstanding heavy losses 
and continuing service to their clients during critical periods. 

(j) The objectives of any banking reform should be better 
regulation and examination of all financial machinery and 
more courageous control of the money market by the Fed- 
eral Reserve System. These measures in the Glass bill attack 
symptoms and not causes. On the other hand, the consensus 
of opinion among bankers in general and such bodies as the 
United States Chamber of Commerce—though they are not 
unanimous on all the points—favors the following general 
provisions of other parts of the Glass bill: Section 29 pro- 
viding for the removal of officers for unsound practices, sec- 
tions 5-b and 26 requiring the examination of security 
affiliates, the open market committee under section 7 
(12-A), and branch banking under section 22. These, it is 
asserted, are steps in the right direction. The provisions 
governing the investment business, treated in this chapter, 
however, are said to offset the other advantages of the bill. 
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BANK DEPOSIT INSURANCE CORPORATION 
A—The provisions of the bill (sec. 8, amending 12-B of Federal 
Reserve Act) 


First. (sub a) A corporation is established for the pur- 
Pose of liquidating the assets of closed member banks and 
for insuring, after July 1, 1934, the time and demand de- 
posits of all member banks which shall have become class A 
stockholders in the corporation. 

Second. (sub b) The directors of the corporation shall 
consist of the Comptroller of the Currency, 1 member of 
the Federal Reserve Board, and 3 other members chosen 
by the governors of the 12 Federal Reserve banks. 

Third. (sub c-e) The corporation shall be financed as 
follows: The sum of $150,000,000 (approximately the amount 
paid into the Treasury by the Federal Reserve banks as a 
franchise tax) shall be appropriated for subscription to class 
A stock in the corporation; prior to July 1, 1934, all member 
banks shall subscribe to class A stock in the amount of 
one half of 1 percent of their net time and demand deposits, 
one half of this subscription being payable at once, the bal- 
ance subject to call; member banks newly organized shall 
initially subscribe 5 percent of their paid-in capital and sur- 
plus, but at the end of 12 months their subscription shall be 
readjusted to equal one half of 1 percent of their deposits; 
the 12 Federal Reserve banks shall subscribe to class B 
stock in the amount of one half of their surplus, one half of 
such subscription being payable at once, the balance upon 
90 days’ notice. Class A stockholders shall be entitled to an 
annual dividend of 6 percent or 30 percent of net earnings 
of the corporation, whichever shall be greater. No divi- 
dends are payable on B stock. Stock subscription to class 
A by member banks shall not be accepted without certifica- 
tion by the appropriate examining authority as to the suf- 
ficiency of their assets to meet their liabilities. National 
banks that have failed to make such subscription by July 
1, 1934, shall be liquidated; State member banks shall lose 
their charters. 

Note, according to recent figures in the Federal Reserve 
Bulletin, these subscriptions would be as follows: 


From U.S. Treasury, subscription to class A stock $150, 000, 000 
Member banks, one half of 1 percent of $25,000,- 


000,000 total net deposits 125, 000, 000 
Federal Reserve banks, one half of $279,599,000 

aa An E ao ee . 139, 000, 000 

Total insurance fund — 22- $414, 000, 000 


Note further, as indicated in subhead 5 below, nonmem- 
ber banks applying for membership and mutual savings 
banks may subscribe to class A stock under certain con- 
ditions, as well as the Morris Plan banks made eligibile for 
membership under section 5-a. Mutual savings banks have 
aggregate deposits of about $10,000,000,000, so that if they 
availed of the opportunity they would subscribe $50,000,000 
and raise the initial fund to $464,000,000. 

Fourth. (sub h-i) Class A stock held by member banks 
shall be readjusted annually as deposits in the stockholding 
banks increase or decrease, these changes to maintain their 
holdings at one half of 1 percent of deposits. In the case of 
the failure of a member bank, its stock will be surrendered 
and the amount of its paid subscription will be applied to its 
liabilities. 

Fifth. (sub f-¢) Nonmember banks and mutual savings 
banks applying for membership in the Federal Reserve Sys- 
tem may subscribe to this stock and enjoy the benefits of the 
corporation, provided that if membership be not granted or, 
being granted, is not acted upon promptly, they shall sur- 
render their stock. Provision is made for depositing funds 
with the corporation instead if State laws prohibit such 
stock subscription. 

Sixth. The “insured deposit liabilities”, under this bill, 
are defined as follows (sub 1): 100 percent of net individual 
deposits up to $10,000, 75 percent of net individual deposits 
$10,000 to $50,000, 50 percent of net individual deposits 
exceeding $50,000. Whenever a national bank shall have 
been closed subsequent to July 1, 1934, the corporation shall 
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organize a new national bank to assume its insured deposit 
liabilities and to take over certain banking functions tempo- 
rarily, including the receiving of new deposits. To this new 
bank shall be made available by the corporation an amount 
equal to the insured-deposit liabilities of the closed bank as 
defined above. The corporation shall receive all dividends 
realized upon the assets of the closed bank until they aggre- 
gate an amount equal to the sum made available to the new 
national bank, after which further dividends shall be payable 
to the depositors. Acting as receiver, the corporation shall 
wind up the affairs of the closed bank as rapidly as consist- 
ent with local credit conditions and shall enforce the double 
liability upon the shareholders of the closed bank. The 
corporation shall keep a deposit-insurance account to which 
shall be debited the excess of sums paid out to cover insured- 
deposit liabilities over amounts realized on the assets of the 
bank. Whenever the debit balance of this account falls 
below one fourth of 1 percent of the aggregate deposits of 
member bank stockholders, they shall be assessed one fourth 
of 1 percent of their deposits, the same to be credited to the 
deposit-insurance account. The provisions regarding the 
liquidation of State member banks are similar, except that 
provision is made for conforming with State banking laws 
where these conflict. In their case, also, a new national 
bank is organized. These new national banks shall be oper- 
ated by the corporation until such a time as it deems suit- 
able to offer for sale capital stock in them and to turn them 
over to the new stockholders, under the regulations govern- 
ing national banks. Failing such subscription to stock in 
the new bank, the business may be sold to another bank or 
the new bank placed in voluntary liquidation. 

Seventh (sub m-n). The corporation may make loans to 
closed member banks or enter negotiations to secure their 
reopening, and it may purchase the assets of closed member 
banks and liquidate them under present regulations. 

Eighth (sub o). The corporation may issue its tax-exempt 
bonds, debentures, or other obligations to the amount of 
double its capital. Subsections j, k, p-x are administrative 
provisions of no controversial significance. 

In giving the points in favor of this measure the general 
ones will be briefly noted first, reserving several others as 
comments in rebuttal of negative arguments. Naturally a 
large part of the case must be defensive, in response asser- 
tions that the general idea of deposit insurance is unsound 
or unworkable. In this chapter the terms “ guaranty” and 
“insurance ” are used interchangeably because no clear dis- 
tinction has been made heretofore, and because neither of 
them appear absolutely accurate in this application. The 
negative points are given from the general to the particular. 

B. Arguments favoring the deposit-insurance section 

First. Nine tenths of the money of the Nation is in the 
form of bank credit. The effects of the recent great number 
of bank failures have shown that it is essential to the eco- 
nomic health of the country to establish confidence in bank 
deposits. To this end banking reform is necessary, and most 
desirable is the safety of bank deposits so that deposit slips 
will be as safe as Government bonds. 

Second. As the result of the banking crisis of the past 
several years, an aggregate of $2,500,000,000 in deposits was 
estimated tied up in closed banks. There are more than 
$2,715,000,000 in deposits in banks which have not yet been 
licensed to operate under the recent Emergency Banking 
Act, according to the Federal Reserve Bulletin for April. 
Although a considerable portion of this will eventually be 
recovered, it would otherwise be withdrawn from the uses 
of business during the 4% -year average period of bank liqui- 
dation. Under the terms of this bill the banks could be 
taken over or reopened by the corporation and the recover- 
able funds made available. Moreover, when the insurance 
provision becomes operative, such a deflationary situation 
will not recur. 

Comment: The Federal liquidating corporation provided 
by the early Glass bills, and by the Beedy and Luce bills, 
would have served the same purpose of releasing the recov- 
erable funds in closed banks. The present measure, how- 
ever, does not require subscription to class A stock until 
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July 1, 1934, and therefore will be inoperative in affording 
immediate relief to the depositors of closed banks. 

Comment further: A fund of $414,000,000 would not be 
sufficient in any case to afford prompt relief to depositors 
with claims of two and a half billions. 

Third. In January the estimated hoarded currency 
amounted to $1,500,000,000. This was due to lack of con- 
fidence in the security of bank deposits. As a result, the 
Nation’s commerce, industry, and agriculture were deprived 
of cash which would have been a conservative base for 
$15,000,000,000 of bank credit. Under a deposit-insurance 
plan such a situation would not have been possible, and the 
disastrous effect of the present deflation would have been 
mitigated, with higher price levels and better credit con- 
ditions. 

Fourth. A guaranty of bank deposits would relieve banks 
of the fear of runs which causes a constriction of credit. 
In 1932 it was estimated that our banks had eligible paper 
available aggregating $10,000,000,000. This possible reser- 
voir of credit was not used because banks feared unfavor- 
able consequences of being known to be borrowing heavily. 
Credit was tightened in the desire to remain as liquid as 
possible to meet the emergencies of runs. Such an aggrava- 
tion of deflation and tightening of credit would not have 
occurred if this bill has been in effect, as banks would have 
been relieved of the consequences of depositors’ fears. 
Moreover, many banks would not have been forced to close 
and to liquidate at serious losses to depositors and to the 
business community. 

Fifth. At present the depositor is at the mercy of his 
fellow depositors, over whom he has no control, and of the 
management of the bank, about which he is not usually in 
a position to be well informed. The depositor takes the 
risks, and the banks take the profits. It is only just, there- 
fore, that his funds be made secure against panic psychology 
or dishonest banking, against which every precaution must 
be taken in the future. Such an assessment upon banks as 
that in this bill would simply be a tax on a privilege—that 
of lending other people’s money. 

Sixth. Insurance is based upon a universally accepted prin- 
ciple of distribution of risks for the protection of all. Fire 
and life insurance are not unsound merely because there are 
cases of incendiarism and suicide. Neither should deposit 
insurance be unsound because there are dishonest bankers or 
because localized economic conditions may injure local 
banks. It is objected that similar guaranty plans have failed 
in the States that have tried it. This may be partly at- 
tributed to defects in the guaranty laws, but is principally 
the result of localization of risks—as though a single town 
insured itself against fire and was then wiped out. As in the 
case of branch banking, Nation-wide diversification of in- 
surance risks would secure banking against any eventuality | 
except such a national calamity as would destroy the Gov- 
ernment itself. 

Comment: For refutation of this specious analogy of in- 
surance, see subhead C-1. 

Seventh. In 1932 there was more than $700,000,000 on de- 
posit on which the equivalent of an insurance premium was 
paid. These funds were in the Postal Savings banks, which 
pay only 144 percent on savings, as compared with about 4 
percent in savings banks. The rapid increase in these sav- 
ings accounts, which doubled twice in 2 years, indicated a 
lack of confidence in our banks and a willingness to forego 
24% percent annually for the safety of Government credit. 

Comment: Other deposit-insurance plans have been pro- 
posed by which depositors could secure this optional pro- 
tection by paying a premium. Such plans would avoid the 
grave dangers of the present measures for assessing good 
banks for the protection of the bad. 

Eighth. The assertion is frequently made that a guaranty 
of deposits would encourage wildcat” banking by reliev- 
ing depositors of the necessity of discriminating between 
banks that were soundly run and those that offered the 
highest interest rates or the greatest convenience; a repu- 
tation for high character would be cheapened and reckless- 
ness would be encouraged. This criticism is not valid be- 
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cause it assumes that a deposit guaranty would invite mis- 
management. No such thing is likely, especially as the Glass 
bill prohibits the payment of interest upon demand deposits 
and authorizes the Federal Reserve Board to limit interest 
to be paid on time deposits—I understand that the Steagall 
committee amendment eliminates these limitations. Thus 
is eliminated the danger of competition in offering attrac- 
tive rates to bring deposits to the wildcat bank. As a matter 
of fact, it is the stockholders in a bank that are responsible 
for its management, and this bill does not relieve them of 
their double liability. Only a guaranty of stock, not of 
deposits, would reduce the insistence upon sound manage- 
ment. To make the insurance of deposits occasion for un- 
sound practices would be like burning down your uninsured 
warehouse in order to destroy the insured goods of your 
customers stored in it. 

Ninth. The common objection that deposit guaranty re- 
moves the need for care in placing deposits is further inap- 
plicable to the Glass bill. The small depositor is not 
usually in a position to know much about the condition and 
policies of a bank, and the large depositors with deposits 
exceeding $50,000 or even $10,000 are only partially pro- 
tected. The large depositor—as I understand this section— 
is even discriminated against to the extent that he does not 
receive a pro rata share of the funds realized from assets 
but only receives over and above 50 or 75 percent, as the 
case may be, his share of what is left after all “insured 
deposit liabilities” have been met. This will leave every 
incentive to caution in the selection of a depository. 

Tenth. As with branch banking, which is authorized in 
this bill, deposit insurance will tend to stop the flow of money 
from small places into the great metropolitan banks and to 
keep it in the place of its origin, for the uses of local busi- 
ness. It is fear of the instability of the local bank that 
drives the money to the larger ones. Thus this measure 
will assist the decentralization of industry. 

Eleventh. The banking community, when its risks are 
shared under this measure, will insist upon the highest 
standards of inspection and regulation. Good bankers will 
have a direct interest in the ethics of other banks in order 
to minimize the possibilities of losses to them. The laxities 
in bank examination recently revealed will not be tolerated 
nor will they be expedient, as the fear of bank runs upon 
news of dishonesties will be eliminated. This is further 
refutation to the wildcat assertion. 

Twelfth. Before the deposit-insurance section of this bill 
becomes effective, the other measures for stricter regulation 
will have been in force. Many of the abuses of the past 
will have been corrected, so that failures within the Federal 
Reserve System will be cut to the irreducible minimum caused 
by contingencies beyond the control of banking regulation. 
Under these circumstances the risks of deposit insurance 
will be small, and the benefits great, as it will close the gap 
between better regulation and absolute safety. 

Thirteenth. The following table will show a trend away 
from the Federal Reserve System which deposit insurance 
will correct: 


National banks con- 
State banks that took 
5 — into State national charters 


129 | $13, 815, 800 
6 700, 000 
457 | 101, 608, 300 


This progressive weakening of the Federal Reserve Sys- 
tem was a movement away from strict banking supervision 
to the greater freedom, or laxity, of State banking laws. 
That this would be reflected in the bank failures of the future 
is shown by the fact that between 1865 and 1931 the ratio 
of State banks to National was as 2.24 is to 1, but the ratio 
of State bank failures to National bank failures was as 4.9 
is to 1. From this it is evident that any measure to 
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The guaranty of member-bank deposits will eventually prob- 
ably bring all State banking institutions into the Federal 
Reserve System. On the other hand, it will not destroy those 
that do not join, as it leaves them free to offer higher inter- 
est rates on deposits. 

Fourteenth. At the time that the Federal Reserve Act was 
under consideration its most strenuous opponents were those 
who are now its stanchest supporters—the conservative 
bankers. This has been the usual case with bank-reform 
legislation, and rightly so, as bankers are expected to be con- 
servative. But this indicates that predictions of ruin, if this 
measure is passed, need not be heeded even though they come 
from high authority. For many years distinguished econo- 
mists and occupants of public office have advocated some 
form of deposit guaranty. Among them was Comptroller of 
the Currency John Skelton Williams who, in his 1917 report, 
advocated a measure similar to this section of the Glass bill. 


C. Arguments in the negative 


First. The term “insurance” is here misapplied to bank 
deposits, and the analogy insisted upon by the guaranteeists 
(see B-6 of this chapter) is false. In these provisions there 
is only a superficial resemblance to insurance, and no com- 
parison may be made as to soundness of principle. The fol- 
lowing points are to be noted: (1) In the case of insurance 
the buyer, having risks in common with others, seeks pro- 
tection and pays a premium for it. Under this bill, however, 
such banks as are confident of their own soundness and are 
therefore not subject to risks are compelled to pay for the 
errors of their competitors; (2) the insurance under- 
writer selects his risks and charges premiums according to 
degree. Here, however, no attempt is made to classify risks 
as between strong and weak banks, and no differentiation 
is made in the amount of the premiums; (3) while insur- 
ance practice estimates probabilities within a negligible 
margin of error, no such estimation has been made as to the 
laws governing bank mortalities, which do not follow a curve 
that may be accurately determined. For example, in the 
3-year period 1930-32, deposits involved in bank failures 
exceeded $3,000,000,000, a total in excess of deposits in all 
failed banks during the 65 years preceding. In other words, 
any scientifically operated insurance scheme that would 
have been about twenty-two-fold inadequate during 1930-32. 
No fire-insurance company, for example, could have sur- 
vived a 3-year period of fire losses at a rate 22 times the 
normal. It may be objected that these figures were de- 
posits and not net losses which would have been borne by 
a deposit insurance fund. But in this case the evidence 
against such a plan is even more condemning; for, while 
losses to depositors in closed receiverships have been only 
about 30 percent, it is estimated that they will be much 
greater in the case of failures subsequent to 1929, probably 
as high as 50 percent. 

Second. Guaranteeists—Mr. STEAGALL, Mr. SHALLENBERGER, 
and others—often cite the figures of only $85,000,000 lost in 
national-bank failures until 1930, and assert that a sum 
so small would have put no strain upon a guaranty fund, had 
one been in existence since 1865. Ex-Senator Owen asserts 
that only $55,000,000 was lost in national-bank-closed re- 
ceiverships up until 1929, while national banks during that 
period handled $400,000,000,000 in deposits. He declares, 
therefore, that a fund of one sixtieth of 1 percent would 
have covered them. This does not reflect the actual facts, 
however, as far the greater proportion of deposits were in 
still active receiverships. In fact in C-15 of this chapter 
will be shown that a similar guaranty plan would probably 
have collapsed in 1907, and would certainly have collapsed 
during the recent banking crisis. It is futile to recommend 
an insurance fund on the basis of experience when losses 
were least when such a fund is designed to meet conditions 
when losses are great. 

Third. Guaranteeists discount the experience of States 
that have tried similar plans. They attribute the losses to de- 
fects in the laws, to the fact that all banks were not in- 
cluded, to the failure of crops, and so forth. If the laws 
were defective, then so is the present proposal, for it is simi- 
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that established deposit guaranties made membership com- 
pulsory, as does the present bill. As to crop failures, not 
all the collapses of guaranty funds may be traced to them. 
Moreover, a local crop failure is not unlike a national eco- 
nomic depression which any permanent insurance fund 
would have to be sufficient to meet. The disaster which has 
overtaken every guaranty plan may rather, be traved to the 
fundamental fallacies of the idea and to the impossibility 
of estimating the risks on a scientific insurance basis. 

Our experience with such plans is as follows: New York 
State adopted a safety fund banking law in 1829. The 
fund became bankrupt in 1837, and the law was repealed. 
Eight States adopted guaranty laws between 1907 and 1917: 
Oklahoma, Kansas, Nebraska, Texas, Mississippi, South Da- 
kota, North Dakota, and Washington. In each case the 
fund went bankrupt and the laws were repealed between 
1923 and 1930. In several instances the deficits of the fund 
exceeded the total capitalization of the insured banks. The 
aggregate deficit of the eight amounted to about $110,- 
000,000. Bank failures increased in the States during the 
period that the guaranty funds were in force, although this 
was before the height of the depression. In Kansas, for 
example, 134 guaranteed banks failed, and of these the de- 
positors of 5 were paid in full out of the banks’ assets, 
depositors in 29 were paid in full out of the guaranty fund, 
those in 2 were partly paid out of the fund, and by that 
time the guaranty law was repealed with a large deficit. 
In Nebraska an assessment has been levied against the banks 
for the next 10 years to make up the deficit in the guaranty 
fund, and so forth. 

Comment: It is noteworthy that the strongest proponents 
of deposit guaranty are legislators or officials from these 
States where guaranty laws were tried. Senator SHEPPARD, 
of Texas, for example, inserted in the Recorp for May 12, 
1933, an article on the Texas bank guaranty in which it is 
asserted that there was no deficit in the guaranty fund that 
was discontinued in 1926, that all depositors were paid in 
full, at small cost to the member banks, that capital, surplus, 
and profits of the guaranteed banks increased rapidly, that 
the percentage of surplus and undivided profits increased, 
during the period, from 18.3 percent to 38.5 percent; and 
so forth. 

Fourth. An insurance of deposits is the equivalent of a 
guaranty of loans, an endorsement of borrowers’ notes, for 
payment to depositors is conditioned upon the collectibility 
of loans. Considered in this light it is economically fal- 
lacious. The repayment of loans is conditioned generally by 
influences beyond the control of the Federal Reserve System, 
floods, droughts, world economic conditions, foreign wars 
affecting trade, and so forth. In a sense, then the system 
would be placing itself at the mercy of external eventualities, 

Fifth. At a time when strenuous efforts are made to bal- 
ance the Budget this bill proposes to take from the Treasury 
$150,000,000 to relieve depositors who make the error of 
placing their money in unsound institutions. It would be 
no less reasonable to appropriate money for the compensa- 
tion of investors who have lost on defaulted securities. 
Banking reform should be directed at correcting past abuses, 
not subsidizing them. 

Sixth. It is asserted that by preventing bank runs deposit 
insurance will prevent the failure of sound but insufficiently 
liquid banks. It has frequently occurred, however, that 
banks which have been closed have reopened again without 
being liquidated through cooperation between depositors and 
stockholders. Under a guaranty plan the depositors would 
have no personal interest in the reopening of a closed bank, 
with the result that whenever for any reason a bank closes 
it will be taken over by the Corporation, regardless of its 
actual condition, and liquidated. Liquidation is undoubtedly 
more wasteful and harmful to the business community than 
the restoration of impaired capital. Section 11 of the recent 
Luce bill authorizes the liquidating corporation therein es- 
tablished—similar to the previous Glass bill—to underwrite 
new issues of preferred capital stock in national banks whose 
capital shall have become impaired and fallen below 10 
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percent of deposits. A similar preventive of unnecessary 
bank liquidations would be a sound measure in preference to 
deposit guaranty. 

Seventh. The National Banking Act already provides as 
much protection for bank deposits as is consistent with 
sound principles: The capital, surplus, and undivided profits 
of the bank; the stock of and the reserves in the Federal 
Reserve banks; the assets of the bank; the double liability 
of the stockholders; the regulations and examinations de- 
signed to assure liquidity and sound management. 

Comment: The experience of the recent years indicates 
that these are insufficient and that they do not protect or 
preserve- confidence in banks which possess these neces- 
saries to an adequate degree. As for the double liability 
law, it is negligible insofar as dividends to the depositors 
are concerned. Since 1865 the stockholders in suspended 
national banks have been assessed 66.79 percent of their 
liability and of this only 47.54 percent has been collected, or 
about 32 percent of the stockholders’ total liability. Esti- 
mating deposits at 10 times as great as capital stock, this 
would mean a return of only 3.2 cents on the dollar. (Mr. 
STEAGALL in several places gives the rate of collection from 
stockholders as only 16 percent. I can find no authority 
for this. The above figures are taken from the 1931 Report 
of the Comptroller of the Currency.) 

Eighth. Although the fear of bank runs tends, when it is 
acute, to have a deflationary effect through the desire to 
maintain great liquidity, the total absence of it promised 
by guarantyists would, on the other hand, tempt banks to 
become less liquid than they should. Without the healthy 
anticiption of having to meet unusual withdrawals upon 
short notice—which might arise not through panic but as 
the result of local conditions—a bank might permit its as- 
sets to become frozen beyond the danger point. 

Ninth. Past experience shows that whenever deposits are 
guaranteed, irresponsible banking ensues. Such measures 
remove the need for conservative operation in behalf of the 
depositors and substitutes speculative action for the profit 
of the stockholders. Externally, the sound and the specu- 
lative bankers are put on an equal basis and the value of 
character is cheapened. Within the banks, however, the 
conservative banker is at a disadvantage, for he will in- 
stinctively observe a caution no longer required by his moral 
obligations toward the depositors. Deposit guaranty is un- 
doubtedly a guaranty of reckless banking, it is usually fol- 
lowed by increasing bank failures, and this in turn acceler- 
ates the depletion of the guaranty fund and its ultimate 
bankruptcy. Safety for the depositor can best be achieved 
by a unified branch banking system under competent bank- 
ers, strict examination and supervision, limitations as to 
interest rates and dividends until large surpluses are cre- 
ated, and responsibility placed where it belongs—on the offi- 
cers and directors of the individual banks. A guaranty fund 
does not supplement but defeats these purposes. 

Comment: For rebuttal of this “ wildcat ” point, see para- 
graph B-8 of this chapter. 

Tenth. Not only would this measure force good banks to 
shoulder the burdens of the bad, but geographically it would 
force certain States to pay for the losses in others. For ex- 
ample, in 1924-5, 80 percent of the bank failures were in 
15 agricultural States. But 6 industrial States would have 
had to bear nearly 65 percent of the losses, as the following 
excerpt from a table showing percentage of bank deposits 
by States will prove: 

(Source: Celler extension of remarks, Recorp, May 25, 
1932.) 

Percentage of Nation's bank deposits 
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Percentage of deposits in 6 States 


Eleventh. The compulsory conversion of liquid assets equal 
to one half of 1 percent of deposits into a completely and 
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permanently frozen asset will work a hardship upon member 
banks and will tend to have a deflationary effect. This 
assessment upon member banks would be about equivalent to 
2 percent of aggregate capital, surplus, and undivided profits, 
and more than 6 percent of the aggregate reserves of mem- 
ber banks. Banks whose capital and surplus bear a higher 
ratio to deposits than the average will contribute proportion- 
ately a smaller portion of them, while banks that can least 
afford the assessment, those whose weakness is evidenced by 
a ratio of capital and surplus to deposits lower than the 
average, will have to pay a proportionately higher amount. 

Twelfth. The initial assessment of one half of 1 percent of 
deposits will probably be followed periodically by others in 
order to maintain, as required, the insurance fund at one 
fourth of 1 percent of aggregate deposits. Under present 
unfavorable conditions this drain upon member banks will 
be such that net additions to profits would be wiped out. 
The following is an excerpt from a table supplied by the 
Comptroller of the Currency at House deposit-guaranty 
hearings, 1932: Earnings and dividends of member banks, 
1923-1931—I have not the figures for 1932— 


Obviously, with a net addition to profit of only $13,499,000 
in 1931, these member banks cannot well afford to pay 
$125,000,000 to the fund plus further assessment of unknown 
extent. 

The effect of assessments, under this bill, upon small 
member banks may be shown by using again the table given 
on page 6 of this report consisting of a hypothetical income 
and expense account of a bank with $100,000 capital and 
$1,000,000 deposits, according to an article published in 
Fortune: 


Discounts and interest on investments 


$56, 000 
From various other sources and services 6, 000 
$62, 000 
Expenses: 
Interest on deposits 4 
Taxes. 


Left for salaries and reserves 12, 000 


The initial assessment upon a bank of this size would be 
$5,000, with the probability of others to follow. Thus, with 
only $7,000 left out of a year’s earnings to cover salaries, such 
a bank would have nothing with which to build up its re- 
serves. As a consequence it is much more likely to fail 
under slightly adverse conditions. 

Thirteenth. The guaranty fund would compel member 
banks to build up two reserves, one of which would be con- 
trolled by another agency. Liabilities would be materially 
increased without any addition to assets. This would tend 
to unsettle banking conditions and to render the insurance 
fund self-destructive. 

Fourteenth. Such a deposit guaranty would afford only a 
false sense of security, likely to be shattered whenever an 
economic crisis occurs. With deposits of more than $25,000,- 
000,000 in the Federal Reserve System, and with an insur- 
ance fund of $414,000,000, we actually have $1 in the fund 
to insure $60 on deposit. 

Fifteenth. The most casual examination shows that this 
so-called “insurance fund ”, arbitrarily established without 


The Glass bill prohibits the payment of interest on de- 
mand deposits and provides for a limitation of interest on time 
deposits. Senator Grass estimates that this measure would save 
member banks $259,000,000 annually, or more than enough to cover 

any assessments. The present House bill, however, is reported not 
to include such limitations upon interest. 
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adequate analysis of bank risks and losses, would not be 
sufficient to meet a major banking crisis without large addi- 
tional assessments at a time when sound banks could least 
afford to meet them. (In this connection it should be borne 
in mind that the portion of the fund derived from the Treas- 
ury and from the surplus of the Federal Reserve banks is 
not replenishable from the same sources. Additional funds 
in the future would come from the member banks.) For 
example, in 1907, bank deposits aggregated $15,358,215,000. 
In the banks that failed that year there were $226,453,000 
on deposit. An insurance fund of one half of 1 percent of 
deposits at that time would have amounted to only $76,790,- 
000, or only 34 percent of the deposit liabilities to be taken 
over. It follows, therefore, that heavy assessments upon 
banks would have been necessary at the time when they 
could least afford it. The deposits in failed banks in 1907 
amounted to 15 percent of the aggregate capital stock of 
all banks at that time. 

The inadequacy of the fund provided by this bill becomes 
especially striking when we consider what would have hap- 
pened had it been in existence in 1921 and during the ensuing 
years. Approximately $5,000,000,000 in deposits were in- 
volved in bank suspensions during the period—for the pres- 
ent purpose we may assume that practically all banks in 
the country would have been forced by the guaranty into 
the Federal Reserve System. A large portion of these fail- 
ures was, as shown in chapter I, among smaller banks, in 
which deposits of more than $10,000 to a single account were 
probably rare. We may, therefore, conservatively put the 
“insured-deposit liabilities” that would have been taken 
over at about $3,000,000,000, or an amount exceeding the 
capitalization of all existing banks in 1921 and nearly equal 
to their present capitalization. Recently reported estimates 
fix the probable loss upon deposits in banks recently closed 
at about 50 percent. Mr. SrRAdALL is quoted as predicting 
that losses to be sustained by such a fund would probably be 
only 25 percent of deposits in closed banks. On several 
occasions he has interpreted the reports of the Comptroller 
of the Currency as indicating losses to depositors in closed 
national banks as far below 20 percent. The American 
Bankers’ Association puts it at less than 10 percent, and the 
Bankers’ Monthly, February 1932, puts the loss at 11.6 per- 
cent in closed receiverships. 

I cannot reconcile these figures, however, with the report 
of the Comptroller of the Currency for 1931. Probably they 
include secured and preferred liabilities. The Comptroller's 
figures are: Deposits at date of failure, $314,854,705; divi- 
dends, $220,382,118. This would indicate a loss to unsecured 
depositors of 30 percent. And it is generally conceded that 
losses in banks still in active receiverships will be much 
higher. It may consequently be asserted that had this fund 
been in operation during the past few years many of the 
banks that have survived would have been taxed out of exist- 
ence and would have dragged down with them many still 
stronger banks. It must be remembered that the deposits in 
banks that failed during a single year, 1931, about equalled 
one third of the capital stock of all the banks in the country. 
A guaranty fund would have destroyed the survivors. 

Sixteenth. The bill requires the annual readjustment of 
stock subscriptions to keep pace with the increase or decrease 
of deposits. This manifestly is the reverse of what would 
appear desirable. Periods of increasing deposits and pros- 
perity are those when bank failures are least likely to occur. 
Yet the funds are then increased. When deposits are falling, 
on the other hand, bank failures become more frequent; yet, 
paradoxically, this is the time when the deposit insurance 
corporation is required to retire its stock and reduce its 
funds. 

Seventeenth. If banks are compelled to subscribe to stock 
in the corporation, exchanging liquid assets for a frozen one, 
they should at least be entitled to representation upon the 
governing board of the corporation, and they should have 
priority in dividends and in the event of the corporation’s 
liquidation. The authors of the bill take $150,000,000 out 
of the Treasury, asserting that it originated in the Federal 
Reserve System and should be recaptured. Yet they propose 
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to give the Treasury more in dividends on this subscription 
than the member banks will receive on their compulsory in- 
vestment. 

Eighteenth. Advocates of this measure assert that it will 
bring nonmember State banks into the Federal Reserve Sys- 
tem. It is more probable, however, that, in the interval be- 
tween its passage and the taking effect of the insurance provi- 
sion in 1934, it will achieve the destruction of nonmember 
banks, with the consequent economic distress in every part of 
the country. There are 7,000 of them licensed to operate 
under the emergency banking legislation and 4,000 more that 
are still closed, according to the Federal Reserve Bulletin for 
April. A large number of these are ineligible for member- 
ship in the Federal Reserve System or could not afford to 
meet the requirements. As soon as guaranty legislation cov- 
ering member banks is passed, depositors throughout the 
country will withdraw their funds from State nonmember 
banks. This, of course, will mean the rapid contraction of 
credit and liquidation of loans. 

Nineteenth. Another probable effect of the legislation is 
that, while weak banks will be striving to join the System, 
strong banks, unwilling to bear the burden of the insurance 
fund, and sure of their own stability, will be leaving the 
System. 

Twentieth. Comptroller Pole, testifying before the House 
Banking and Currency Committee at hearings on the Steagall 
bill for deposit guaranty, expressed himself as follows: 

This bill presupposes that our system of country banking stands 
in urgent need of a pronounced reform. With that diagnosis I 
am in complete accord. This bill also raises an implication of 
unification of our country banking system under Federal super- 
vision and control. I am in favor of that in principle. But as 
to the method pro by the bill to accomplish these results, 
namely, a guaranty of deposits in banks, I am unequivocably and 
unalterably opposed. 

In my opinion the enactment of this bill would destroy the 
Federal Reserve System by driving the strong banks from it. It 
would lead to the closing of thousands of small State banks 
which cannot qualify as members of the Federal Reserve System. 
It would put a premium on incompetency and irresponsibility by 
rendering no longer necessary for the country banker to be con- 
cerned for the safety of his depositors. 

I should say that to guarantee the deposits of 7,500 banks with 
the possible closing of 13,700 banks would by no means be a 
remedy for the present banking situation. 

Mr. SMITH of Washington. Mr. Speaker, the passage of 
this bill to insure bank deposits is the result of a contest 
which has been waged for two decades. When the Federal 
Reserve Bank Act was written into law by a Democratic 
administration in 1913, 20 years ago, a provision to guaran- 
tee bank deposits was sponsored by John Sharp Williams, 
of Mississippi, for many years a leading Member of this body, 
and at that time a Member of the Senate, but his efforts 
were defeated in the Republican Senate by the machinations 
of a powerful lobby of eastern bankers. It has been said 
that this outcome was so disappointing to John Sharp Wil- 
liams that he voluntarily gave up his seat in the Senate and 
retired from political life to his plantation in the Southland, 
where he spent a beautiful old age with his books and legion 
of friends. 

However, a few years later a young Congressman, also 
from the South, the present able and distinguished chair- 
man of the Banking and Currency Committee, the gentle- 
man from Alabama [Mr. STEAGALL], took up the fight and 
has labored unceasingly during all the years since and in 
every session of Congress for the enactment of legislation 
to secure and safeguard the deposits of the people in the 
banks of the United States. Chairman STEACALL and his 
committee colleagues are entitled to all the credit and 
honor which can be bestowed upon them for the consum- 
mation of this great reform. 

The act as finally passed today amply protects the State 
banks and the sections to which some Members objected have 
been stricken or modified, although we did not succeed in 
limiting the salaries of the officials of the Federal Reserve 
banks, which I should like to have seen done. However, 


lawmaking is not an exact science, and every law leaves 
something to be desired and to be the subject of future 
consideration. 
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When we passed the Bank Emergency Relief Act on 
March 9, 1933, at the opening of this special session, I said: 

Mr. Speaker, we must have a Federal guaranty of bank deposits 
law, sọ that the savings of our citizens and the money of our 
merchants and business men in all the communities of our land 
will be safe and secure. Not until such a Federal statute is passed 
and in force will complete confidence in our banking system be 
restored, nor the funds of the American people placed on deposit 
in the banks and enable the bankers to make loans to finance the 
transactions of business and industry in this country. 

Mr. Speaker, I am pleased and gratified and take pride in 
the fact that in less than 3 months from the day on which 
I made this expression of the wishes and hopes of the people 
everywhere such a law protecting their bank deposits has 
been passed by a Democratic House of Representatives, and 
will be passed by a Democratic Senate and be signed by a 
Democratic President, Franklin D. Roosevelt, who is leading 
America into a new, a better, and a happier day. 

Mr. AYERS of Montana. Mr. Speaker, it is a much- 
indulged habit of lawmakers to include several subjects in 
one bill, evidently with the idea in mind that a majority of 
the Members will be so determined to get one provision 
enacted that they will vote for all. That is the way the 
veterans of this country were crucified in a body on the cross 
of economy early in this session. We all know that injus- 
tices prevail in that some men draw unwarranted compen- 
sation, but those evils can be corrected, and the veterans 
are willing and anxious to correct them. Congress knows 
that, too, so I am fortified in asserting that the provisions 
of the economy bill, emasculating the veterans in general, 
would never have become law if those provisions had been 
put up independently. 

Now we are confronted with a like condition in this bill 
which provides for the guarantee of bank deposits. The 
primary object of the bill is to guarantee bank deposits, but 
in it we find many amendments to the Federal Reserve law, 
none of which are germane to the primary subject of the 
bill and many of which are beneficial only to big banks, divi- 
dend dividers, coupon clippers, and taxdodgers. However, 
the bill comes on for consideration before the House under 
a different rule than the economy bill did, and I have faith 
that this House will, through the process of amendments 
and eliminations, cure the faults which are found in these 
collateral subjects. 

SOME OF THE FAULTS OF THE BILL 

Section 3 of this bill, which has no relation to the guar- 
antee of bank deposits, is an attempt to divert, after all of 
the expense of the Federal Reserve System has been paid 
and after the stockholders have received an annual cu- 
mulative dividend of 6 percent, all of the balance of the 
earnings of this System have gone into private hands, with- 
out paying the Government a penny for its right to operate. 

The subscribed and actual paid-in capital stock of the 
Federal Reserve System is $150,217,000. That is its entire 
invested capital. And it shows a gross earning since 1913, 
when the System was begun, of $1,020,000,000. This earn- 
ing is set up by an item of expenditures of $472,000,000, 
which includes the Federal Reserve bank buildings, all of 
which have become an asset of the System, and a second 
item of $548,000,000 as net return. This item of net return 
is disposed of by $120,000,000 paid-in dividends, $279,000,000 
transferred to the surplus account, and $149,000,000 paid the 
Government as a franchise tax. The total of these amounts 
balances the $1,020,000,000 gross earnings. The two items 
of dividends and surplus total $399,000,000, all of which goes 
to the stockholders under the present program, and it equals 
13.3 percent annual income on the investment of $150,217,- 
000. This percentage of income is surely adequate. Then 
why should we now permit this huge private banking system, 
fostered and protected by the Government in its earnings 
of over 13 percent, to escape that franchise tax? 

If we are to measure the future by the ratio of the past 
19 years that this system has been in existence, then that 
franchise tax will average $7,842,105 per annum in the fu- 
ture, and if the law requiring its payment is repealed this 
money is then directed to the private stockholders, and it 
would make the earnings of this private banking system in- 
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crease from 13.3 percent to 18.52 percent, and the Govern- 
ment would be receiving nothing for this amazingly valuable 
franchise. 

Now, Mr. Speaker, if this section 3 is kept in this bill, it 
will surely defeat the bill in its entirety, for this Congress 
undoubtedly will not deprive the people of this country of 
hundreds of millions of dollars in the future by giving to 
the bankers of this land this fabulously valuable franchise 
upon which the Government is entitled to this legitimate 
franchise tax 

ATTEMPT TO ELIMINATE DOUBLE LIABILITY ON BANK STOCK 

Section 24 repeals the double liability of stockholders of 
national banks. This section by all means should be climi- 
nated. The double liability of stockholders of national 
banks as provided by the present law should not be dis- 
turbed. A large number of States have double-liability laws 
for State banks, and the repeal of such law as to national 
banks would be an unfair discrimination against State banks. 
I anticipate the argument in favor of this repeal will be that 
the States can and should repeal their laws on double lia- 
bility for State banks. But the State legislatures will not do 
so. The people are not for such repeal. The people of my 
State would not stand for it. The Governor of my State 
would not stand for it, and should the legislature in an un- 
guarded moment pass such a law he would promptly veto it. 
Let us not create such a palpable discrimination between 
national and State banks. 


ATTEMPT TO GIVE PRIVATE CORPORATION FREE USE OF MAIL 


Section 305, page 57 of the bill, gives the deposit insur- 
ance corporation, which is to be set up under the guaranty 
provisions of the bill, the free use of the United States mails. 
Now this corporation, according to this bill, is not a Govern- 
ment corporation, it is a private corporation to be operated 
under the direction of the Government, and therefore it is 
no more entitled to the free use of the mails than is the 
Federal Reserve or any other private corporation. I hope 
we will not make the mistake of leading the people to 
believe that this is a Government corporation, and par- 
ticularly let us not lead them to believe that to be a fact 
by giving this corporation the franking privilege of the mail. 
The people have already suffered a deception by having been 
led to believe that the Federal Reserve System is a govern- 
mental institution instead of a private system made of and 
for private bankers. The proposed deposit insurance cor- 
poration is to be a dividend-paying concern, and certainly 
should not have the free use of the mails. The mailing priv- 
ilege should be paid before dividends are paid. The money 
paid for the mailing privilege is a part of the item of 
$472,000,000 listed as expenditures of the Federal Reserve. 

It is reported that last year the Federal Reserve paid over 
$1,500,000 for postage, and it is not beyond a reasonable 
anticipation that this deposit-insurance corporation will in 
time reach that annual amount. Now, the question occurs, 
Shall such a Government donation be made to a dividend- 
paying private corporation? I do not believe this House 
will do so. It is not right and our can ill 
afford it. There was a postal deficit last year of approxi- 
mately $200,000,000. This section 305 must be eliminated. 
Our Government could never permit dividend checks of 
private corporations to be mailed to stockholders in franked 
envelopes. j 

NECESSITY OF BANK-DEPOSIT GUARANTY 

There can be no resumption of normal banking in this 
country without the guaranty of deposits. It is an undis- 
puted fact that at least 90 percent of the business of the 
country is conducted with bank credit and with checks used 
as the medium of exchange. 

The use of bank credit has declined to such a degree that 
it has about reached the vanishing point. The public is 
afraid to deposit its money in banks, and the banks operating 
along legitimate lines are afraid to use their deposits in the 
extension of bank credit for the support of business and 
trade; hence we stand on the zero point in this line of 
business, which affects all industries of this land. Bank 
credit must be resumed if we are to find our way out of our 
present difficulties. Credit cannot be extended again until 
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confidence on all sides is restored. Confidence cannot be 
restored until, first, the people know that their money is 
safe when deposited in a bank, and second, until they believe 
their money is safe when invested. Various States have 
tried various plans for guaranteeing bank deposits, but they 
have all failed, and the people will not have confidence in 
banks until the strong arm of the Government, either di- 
rectly or indirectly, is back of the deposits. An absolute 
demonstration of this fact is revealed by a glance at the 
footings of the Postal Savings System. 

The Postal Savings deposits of America on January 1, 
1932, were $597,000,000. On January 1, 1933, 1 year later, 
these deposits had increased to $900,000,000, which increase 
amounted to $25,250,000 per month for the calendar year 
1932. These Postal Savings deposits had increased to 
$1,157,000,000 on April 30, 1933, 4 months later, which means 
an increase of $64,250,000 for each of these last 4 months. 
These figures were furnished me today by the Postal Savings 
Department, and they reflect a monthly increase for these 
last 4 months in excess of 250 percent over the monthly 
increase for the year 1932. The reason for this increase is 
“guaranty of deposit” on the part of the Postal Depart- 
ment and lack of that “guaranty” on the part of the 

This is conclusive evidence of what the people demand 
and what they must have if banking is to be revived. The 
sudden increase of postal deposits is justified under existing 
laws, or lack of laws, present-day conditions, and physical 
examples confronting us. A considerable percentage of bank 
deposits, and particularly in the agricultural districts, repre- 
sents borrowings of the depositors. In a large percentage of 
such cases, if the bank closes, the borrower and depositor, 
who is one and the same person, loses 100 percent. To the 


‘casual observer or the person not familiar with the condi- 


tions, that statement seems absurd and impossible, for you 
will say the deposit will offset the loan, but I have seen quite 
the contrary happen many, many times. Here is one in- 
stance where it always happens: The borrower, a farmer, 
goes to the bank and borrows $5,000, giving his note secured 
by his farm mortgage. He leaves the money in the bank to 
be checked out in payment of his debts and for operating 
expenses; the bank immediately sells the note and assigns 
the mortgage to a mortgage company or an insurance com- 
pany; the bank closes before the checks have cleared. 

The borrower thinks his account is balanced in the closed 
bank, thinks that his deposit will offset his note, but not 
so. He does not owe the bank. His note and mortgage are 
in the hands of an innocent purchaser for value. He must 
pay the note or his mortgage will be foreclosed, and he has 
already lost his deposit. One could hardly expect that 
borrower-depositor-loser to go through that same process 
again, but he does. A new bank is organized, the com- 
munity is reported to be back of it, and he is loyal to his 
institutions and he is loyal to his community, and he tries 
it again, with the same result as before. Indeed, I have seen 
them try it as many as three times out in my country. They 
have been gamesters. But now they have decided that they 
have the wrong deck; they have entirely lost faith; they will 
not play longer. They have been hit from in front and 
kicked from behind, and we must not expect them to de- 
posit their money in a bank again, for they have been re- 
peatedly powder burned and now they are gun-shy. Oh, 
they must have a guaranty before they will make deposits 
any more, and it must not be a “make-believe” guaranty 
either. 

GUARANTY MUST EXTEND TO SMALL BANKS 

The Government must either make the guaranty itself 
or set up the machinery for it and stand back of such ma- 
chinery and wield its strong arm in directing it, before 
public confidence will or can be restored, and such guaranty 
must extend to the small bank and the State bank as well 
as the big bank and the national bank. 

Mr. Speaker, that the guaranty law must apply to the 
small bank and the State bank is absolutely necessary if 
we survive this dilemma. Since this bill has been intro- 
duced I have had dozens of letters and telegrams from my 
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State on the subject, cautioning against discrimination, and 
I shall transgress upon the time of the House to read just 
one letter which is typical of the others. 
Bastn STATE BANK, 
Stanjord, Mont., May 19, 1933. 
Hon. Roy E. AYERS, 
Member of Congress, Washington, D.C. 

My Dran Juen Ayers: Will you please send me copy of proposed 
Steagall bank bill, also proposed Glas bank bill? From press re- 
ports, if either of these bills is enacted in its present form it 
will put the little banks out of the running. If Senator GLass has 
his way, deposit insurance will only extend to national banks 
and Federal Reserve members complying with the National Bank- 
ing Act, which provides a minimum capital of $50,000 in cities of 
less than 6,000 population. Now, with such a minimum, that 
would eliminate us unless we increased our capital to $50,000, and 
who in this country would desire to invest in bank stock at this 
time? 

I feel that the guaranty of deposits or the insurance of de- 
posits is a good thing, but I do not feel that we should be elimi- 
nated from the provisions of the law simply because of our small 
capital when we are in all other respects qualified. I feel that 
there should be provisions so that the small banks could get in 
on the deposit-guaranty provisions under proper examination and 
without having to increase their capital to $50,000. 

In this State my information is that there are 56 banks capi- 
talized at over $50,000, and 92 banks capitalized at under that 
amount. 


We have been hard hit for the past 13 years, and I sincerely hope 
that a law will be enacted that will help the little country bank 
as well as the larger banks. With sincere good wishes, I am, 

Yours very truly, 
N. B. MatrHews, Cashier. 

Mr. Speaker, I have been pleased to advise this constitu- 
_ent that the Steagall bill included banks like the Basin State 
Bank, of Stanford, Mont., and that the press reports had 
been misleading. 


PROVISIONS OF STEAGALL BILL 


This bill first reforms our banking laws by restricting 
banks and bankers in making loans for speculative purposes 
and in the investment of bank funds. It then makes pro- 
vision for insuring deposits both in national and State banks, 
regardless of size, which insurance it is believed will provide 
absolute indemnity against loss for depositors in banks in- 
sured. The bill does not provide that the Government shall 
guarantee the payment of the deposits, but it does provide 
and require that banks shall mutually guarantee the de- 
posits of each other through the medium of a Government- 
controlled instrumentality designed for that purpose, to be 
known as the “ Federal Bank Deposit Insurance Corpora- 
tion.” 

The banks shall make such contributions to the insurance 
fund provided for, from time to time, as may be necessary 
to provide for the payment of all deposits in banks which 
may be closed; and that such contributions shall be made by 
the banks in proportion to the amount of their deposits. 
This seems to be an equitable adjustment for the mainte- 
nance of the fund. 

It is claimed by the parents of this bill that the guaranty 
of bank deposits against loss provided by it is absolute in 
making the protection of the deposits complete, and, to see 
that this guaranty is continuously maintained, the Govern- 
ment has complete supervision and control of the machinery 
of guaranty. 

The bill provides that the deposit-insurance corporation 
shall insure all deposits of all banks, regardless of size, 
joining it and complying with the conditions prescribed, 
and they do not have to have Federal Reserve membership. 

Tf this bill is passed it will, on going into effect, auto- 
matically close every bank that does not join. No person 
will leave his deposit in a bank not guaranteed when he can 
place it in a bank that is guaranteed; hence the law must 
be safeguarded so as to include all banks that can qualify, 
whether they be large or small, State or National, and also 
whether they be members of the Federal Reserve or not. It 
is also absolutely necessary that the order of approval going 
out under this law be issued for all banks of a town, city, 
county, locality, or State, as the case may be, at one and the 
same time, for if this were not done it would greatly mitigate 


it would probably wreck the other banks of that particular 
town, city, or locality. 

This bill proposes to guarantee all deposits to the extent 
of 100 percent for the first $10,000, 75 percent of the next 
$50,000, and 50 percent of the amount of all additional de- 
posits. Provision is made that when a bank is closed the 
amount of the deposits insured shall be immediately avail- 
able to the depositors. 

The Deposit Insurance Corporation provided by this act 
is to have a capital stock to start with which is contributed 
by the Federal Reserve banks to the extent of one half of 
their surplus on January 1, 1933, which will amount to a 
little less than $150,000,000, while each member bank is re- 
quired to subscribe to the stock of the Corporation to the 
extent of one half of 1 percent of its total deposit liabilities. 
This will allow an additional sum of approximately $150,- 
000,000, in addition to which the Government shall subscribe 
$150,000,000 for stock of the Deposit Insurance Corpora- 
tion, thus providing about $450,000,000 of original capital 
for it; further provision is made that it may issue notes, 
bonds, debentures, and other similar obligations in an 
amount aggregating not more than three times the amount 
of its capital. 

This makes a starting reserve and credit of $1,350,000,000 
for the Deposit Insurance Corporation; then it is to be 
maintained by the mutual assessment which I have men- 
tioned and, in addition to that, it is provided that whenever 
a bank increases its time and demand deposits it shall sub- 
scribe at the beginning of each calendar year for an addi- 
tional amount of the capital stock of the Deposit Insurance 
Corporation, equal to one half of 1 percent of such increase 
in deposits. This is an adjustment to reach the increased 
deposits of the big banks. 

I trust that when this bill has run the gantlet of the 
House and Senate the objectionable features will be elimi- 
nated so that it will be a bona-fide measure which can 
be identified as a law requiring the insuring and guaran- 
teeing of deposits of all banks qualifying under it. 

VALLEY FORGE 

Mr. WHITTINGTON. Mr. Speaker, I ask unanimous con- 
sent to extend my remarks in the Recorp by printing an 
address delivered by me on May 21 at Valley Forge. 

The SPEAKER. Is there objection? 

There was no objection. 

Mr. WHITTINGTON. Mr. Speaker, under the leave to 
extend my remarks in the Recorp, I am inserting an address 
I delivered at Valley Forge, Pa., on Sunday, May 21, 1933, 
as follows: 


The State Sundays in the Washington Memorial Chapel, erected 
at Valley Forge as a memorial to George Washington and the 
patriots of the Revolution, are commendable and should be inspir- 
ing. This is Mississippi Sunday, and in response to the invitation 
of the Rev. Dr. W. Herbert Burk, the originator, the builder, and 
the rector of the chapel, to Gov. Sennett Conner, I am honored to 
represent on this auspicious occasion both the Governor and the 
State of Mississippi. 

We are descendants of pioneers. Many of the brightest and 
most promising young men of the Original Thirteen States sought 
fortune and fame in the other 35 States as they were organized as 
Territories or admitted into the Union as States. We are Amer- 
icans. We are citizens of the Republic. We speak the same 
language. We have common creeds. 

Many Pennsylvanians settled in Mississippi. They traveled down 
the Ohio and the Mississippi Rivers to Vicksburg and to Natchez, 
and thence frequently into the interior of the State. Some became 
eminent at the bar and renowned as statesmen. Others were 
leaders in education and planting. Christopher Rankin, a native 
of Pennsylvania, died while a Member of Congress from Mississippi 
and is buried in the Congressional Cemetery in Washington, D.C. 
A native of Pennsylvania, Robert J. Walker, as a Senator from 
Mississippi, was one of the outstanding statesmen of his time. He 
was a leading contender for the Presidency of the United States. 
As Secretary of the Treasury in the administration of James K. 
Polk, he was the author of the Tariff Act of 1846, known as “the 
Walker Tariff Act”, probably the most satisfactory and successful 
tariff act ever passed by Congress. 

Mississippi therefore gladly joins today with Pennsylvania in 
perpetuating the heroism of the patriots of Valley Forge. I be- 
lieve in memorials and monuments. They encourage sacrifice. 
They stimulate patriotism. A nation without memorials, monu- 
ments, or anniversaries is a land without liberty and without 


in favor of the bank getting the first order of approval, and | freedom. The savage has no hero, nor has he any Fourth of July. 
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We are on holy ground today. We are on the most famous 
spot in the United States. Valley Forge is the Mecca of the 
American patriot. As long as men love liberty, so long will the 
sons of freedom make their pilgrimage to Valley Forge to renew 
their devotion to freedom and their loyalty to country. 

In this valley and among these hills was the most celebrated 
encampment in the history of the human race. The 6 months 
at Valley Forge, from December 19, 1777, to June 19, 1778, marked 
the turning point not only in the War for Independence but in 
the contest for liberty throughout the world. As Salamis pre- 
pared for Marathon, so Valley Forge prepared for Yorktown. No 
bloody battle was fought here, but the poverty, the privations, 
the sufferings, the sacrifices, and the training placed the soldiers 
of Washington at Valley Forge among the immortals of all time. 
The legions of Caesar and the followers of Cromwell won no 
battle comparable to the victory of Valley Forge. The fate of the 
War for Independence rested here. The winter quarters at Valley 
Forge was the pivotal bloodless battle of the Revolution. It 
marked the end of short-term enlistments and secured enlistments 
for the duration of the war. It marked the end of State control 
of troops and saw the centralization of authority in the Com- 
mander in Chief. 

THE COMMANDER 


It takes loyal and trained soldiers, and a great general, for the 
success of any army. George Washington was the commander. 
He not only led the Army, but he led the people. There were Gov- 
ernors and there was a Continental Congress, but Washington 
typified the spirit of the War for Independence. 

When the idolators and the debunkers are forgotten, Washing- 
ton will continue the ideal American and the national hero. He 
came from English stock. He was from among the first families 
of the Colonies. Without college or university education, largely 
self-educated, Washington possessed’ a well-trained mind. His 
profession of surveyor or civil engineer stood him in good stead 
in his mission to the Northwest. He was prepared for leadership. 
He was trained in both war and government. He was a great 
administrator, for he was familiar with large affairs and was prob- 
ably the wealthiest man of his time, He saved the survivors of 
Braddock’s army and won fame in the French and Indian War. 
As colonel of the Virginia militia, he was the best-known soldier 
in all the Colonies. It was while serving as an aide to General 
Braddock that he made the statement, My inclinations are 
strongly bent to arms.” 

He did not know the meaning of fear. After the fatal wound- 
ing of General Braddock, with two horses shot beneath him and 
four bullets through his coat, the young Virginia colonel took 
command and saved the remnant of the brilliant English army. 

He was widely experienced in government. Although defeated 
when first a candidate, he was a member of the Virginia House 
of Burgesses for 15 years. He was in the Continental Congress 
when chosen Commander in Chief of the Revolutionary Army. 

King George III was not an Englishman at heart. He was of 
German blood and third in descent from the House of Hanover, 
He asserted and exercised the divine right of kings. Wash- 
ington knew the tyranny of King George. The petitions of the 
colonists for redress were heard over and over again. The protests 
against the tyranny of the English King constantly rang in Wash- 
ington’s ears. He was familiar with the debates, the petitions, and 
the protests. His personality and his character largely shaped and 
controlled the policies of the Colonies. Patrick Henry, on being 
asked to name the greatest man in the Continental Congress, 
replied: “If you speak of eloquence, Mr. Rutledge, of South Caro- 
lina, is by far the greatest orator, but if you speak of solid 
information and solid judgment, Colonel Washington is unques- 
tionably the greatest man on the floor.” 

In the Virginia convention, when the British closed the port of 
Boston, Washington said: “I will raise 1,000 men, subsist them 
at my own expense, and march myself at their head for the relief 
of Boston.” He knew that war was inevitable. He realized that 
only bloodshed could preserve the rights for which Jamestown was 
settled and Plymouth was founded. 

Washington was elected Commander in Chief of the Revolu- 
tionary Army on June 15, 1775. He served for 8 years without 
compensation and stipulated that he would expect only reim- 
bursement for his actual expenses. He was 43 years of age, and 
his heart and soul were in the cause. For 6 years, although fre- 
quently within a comparatively short distance of his beloved 
Mount Vernon, he never visited his home. Like all great men, 
Washington was humble. In accepting the appointment as Com- 
mander in Chief, he said: “I beg it may be remembered by every 
gentleman in the room that I this day declare, with the utmost 
sincerity, I do not think myself equal to the command I am 
honored with.” 

The War of Independence was not popular in England. It 
was in reality waged by King George III. Many of the leading 
English statesmen protested against the tyranny and injustice to 
the Colonies. There were no conscriptions in the English Army, 
and volunteers were lacking to fight their relatives across the 
seas. The English armies were made up largely of alien troops. 
There were many Hessians from the German provinces. It was 
the English policy to conscript only to repel invasion. 

Lexington, Concord, and Bunker Hill were followed by defeat at 
Long Island. The British frequently defeated the Continental 
Army, but they never defeated George W m. The cam- 


ashingto: 
paign of Washington across New Jersey excited the praise of the 
great Frederick of Prussia and would have done credit to Na- 
poleon. The Trenton-Princeton campaign marked Washington as 
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a military genius of the highest order. It is studied in the military 
schools of Europe. 

There were enemies within as well as without. Enlistments were 
few. The army was dwindling. When Washington crossed the ice- 
filled Delaware on a dark and stormy night in Christmas 1776 and 
captured 1,000 hated Hessians at Trenton, after marching 9 miles 
in sleet and snow, new hope was inspired in the Colonies. The 
Hessians had plundered and pillaged in the British marches 
through New Jersey. They had become as Attila to the colonists. 
The brutalities and the ravages of the civilian population by the 
foreign Hessians brought defenders to Washington's cause. The 
success at Trenton and at Princeton brought renewed hope to the 
cause of independence. 

The British had planned to separate New England from the 
South. At Stony Point and Kings Mountain the Continentals 
were braver than the bravest of the British. Ticonderoga had 
fallen and Burgoyne had surrendered at Saratoga. The British 
campaign in the Mohawk and Hudson Valleys in 1777 had failed. 
Lord Howe decided to abandon New York City and take possession 
of Philadelphia, the cradle of liberty and the capitol of the 
Colonies. He sailed from New York. Washington prepared to 
check his advance. The attacks of Washington at Brandywine 
and Germantown were defeats for the Continental Army. It was 
the darkest day of the Revolution when Lord Howe, with 15,000 
trained British troops, took possession of Philadelphia in December 
1777. Benjamin Franklin, then in Paris, when he heard that 
Howe had taken possession of Philadelphia, remarked: “ No; Phila- 
delphia has taken Howe.” There were many Tories in Philadelphia 
as well as in the Colonies. 

There have been greater generals and there have been greater 
statesmen, but no greater character than George Washington. The 
contemporaries of George W n appreciated and admired 
his patriotism, justice, honesty, patience, courage, unselfishness, 
and tenacity. John Adams said: “I know him to be only an 
exemplification of the American character.” Thomas Jefferson 
expressed the estimate of his day when he said: “It may truly 
be said that never did nature and fortune combine more perfectly 
to make a great man and to place him in the same constellation _ 
with whatever worthies have merited everlasting remembrance.” 

There was a great leader at Valley Forge. Never was leadership 
so imperative. The final victory was due to the great commander. 
If Washington had despaired at Valley Forge, not only the Colonies 
but humanity would have lost. Of his leadership and skill, Von 
Moltke said in Berlin in 1874: “ You have in American history one 
of the great captains of all times. It might be said of him as it 
was of William the Silent, that he seldom won a battle but he 
never lost a campaign.” 

THE CONGRESS 


There was no central authority. The States were supreme. 
They were jealous of their rights and of one another. Rivalry 
among the States and statesmen was the order of the day. The 
Government was as a rope of sand. The soldiers acknowledged 
allegiance only to the States. The operations of the commissary 
departments were worse than failures. The lack of transportation 
was tragic. The crops in the country were abundant and the 
supplies were ample. There were blankets and there was clothing, 
but they did not reach the Army. 

The Continental Congress was the only semblance of a central 
government. The able men had left Congress for service in the 
States. Hancock had resigned. Samuel Adams was in Massachu- 
setts. Jefferson and Henry were in Virginia. The Congress was 
without money and without credit. Coin found its way to Phila- 
delphia and New York, both of which were in possession of the 
British. The Congress issued paper currency. It depreciated so 
much in value that it took $2,000 in continental currency to buy 
an ordinary suit of clothes. Hence the origin of the expression, 
“not worth a continental.” 

Moreover, the Government was in flight. At one time Congress 
went to Baltimore, and then to Lancaster and finally to York. 
Quorums were frequently lacking. When there were sessions the 
Congress was either impotent or indifferent. The commissary de- 
partment had utterly broken down. The statesmen frequently 
undertook to direct the Army. Failure always resulted. There 
were intrigues in the Congress and cabals in the Army. The Con- 
tinental Army was handicapped by a vacillating, meddlesome, and 
inefficient Congress. The British Army was supported by a strong 
central government. There were both money and resources. 
Trained officers and trained soldiers were sent across the seas to 
vanquish Washington. They received much help at the hands of 
the loyal Tories. 

THE ARMY 

Thomas Paine, secretary of the Congressional Committee on 
Foreign Affairs, whose pamphlet Common Sense was thought to 
have influenced the Declaration of Independence, said, while 
Washington was in the winter quarters at Morristown, N.J., in 
1776 and 1777, These are the times that try men's souls.” But 
conditions were worse in the winter quarters at Valley Forge in 
1777 and 1778. On December 23, 1777, with 11,089 troops, Wash- 
ington informel Congress that he had 2,898 men “unfit for duty 
because they are barefoot and otherwise naked”, and he further 
said, “For want of blankets, many feign to sit up all night by 
the fires instead of taking comfortable rest.” Again Washington 
wrote, “Naked and as they are, we cannot sufficiently 
admire the incomparable patience and fidelity of the soldiery.” 

Chief Justice John Marshall afterward wrote, “At no period 
cf the war had the American Army been reduced to a situation 
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of greater peril than during the winter at Valley Forge. More 
than once they were absolutely without food. In February, 3,989 
men in camp were unfit for duty for want of clothes, Of this 
number scarcely a man had a pair of shoes. Although the total 
of the Army exceeded 17,000 men, the present effective rank and 
file amounted to only 5,012 men.” No better description of the 
miseries and sufferings of the winter can be found than in the 
words of Washington himself: “ Without arrogance or the smallest 
deviation from truth, it may be said that no history now extant 
can furnish an instance of an army’s suffering such uncommon 
hardships as ours has done, and bearing them with the same 
patience and fortitude. To see men without clothes to cover their 
nakedness, without blankets to lie om (for the want of which 
their marches might be traced from the blood from their feet), 
and almost as often without provisions as with them, marching 
through the frost and snow, and at Christmas taking up their 
winter quarters within a day’s march of the enemy, without a 
house or a hut to cover them until they could be built, and sub- 
mitting without a murmur, is a proof of patience and obedience 
which in my opinion can scarce be paralleled.” 

Valley Forge is known in every American home because of the 
red footprints of its soldiers. Years after the encampment, Wash- 
ington told Dr. Gordon: “ Through the want of shoes and stock- 
ings, and the hard-frozen ground, you might have tracked the men 
from White Marsh to Valley Forge by the blood of their feet.” as 
he rode in the rear of his army toward Valley Forge, W. 
demanded of the first officer he met, How comes it, sir, that 1 
have tracked the march of your troops by the bloodstains of their 
feet upon the frozen ground? Were there no shoes in the com- 
missary’s stores? 

The soldiers lacked not only food but clothes. Lafayette wrote: 
“They had neither coats, hats, shirts, nor shoes.” Baron Steuben 
said: The men were literally naked, some of them in the fullest 
extent of the word.” 

With Spartan spirit the soldiers built mud huts and log cabins 
for their winter quarters. Disease followed exposure. Of the 
11,089 men who were encamped at Valley Forge on December 19, 
it is said that 3,000 died from and from disease. None 
know the place of their burial. When it is recalled that in the 
26 important engagements in the War of Independence only 9,000 
lost their lives, the fatalities at Valley Forge can be fully realized. 
There is but a single monument to mark any of the graves of 
the heroes who perished. Only one simple stone is to be found 
to mark the burial place of the probable 3,000 who died here. 
There is a small stone to the memory of John Waterman, of Rhode 
Island. Deaths were so frequent that funeral services were finally 
abandoned. 

It took more heroism to withstand the privations and sacrifices 
of the fierce snows and winds of winter at Valley Forge than to 
face bullets and bayonets. There was no attack. There was no 
march or countermarch, Bt 7 grips with disease, hunger, and 
poverty. It was worse the trench or the dug-out of the 
World War, for it was 6 bon and not 48 hours at Valley Forge. 
It was the proud boast of the single survivor of the soldiers of 
Leonidas that he was at Thermopylae. So it was the boast of 
Washington’s patriots that they were at Valley Forge. 

Suffering and sacrifice make kindred spirits. The soldiers from 
all the Colonies at Valley Forge drank from the same canteen. 
There is no bond comparable to the fellowship of soldiers. 


“There are bonds of all sorts in this world of ours; 
Fetters of friendship and ties of flowers, 
And true lovers’ knots, I ween; 
The boy and girl are bound by a kiss, 
But there never was a bond, my friends, like this; 
We have drunk from the same canteen.” 


It was here the Continental Army first learned the meaning of 
the word “comrade.” There were months of patient endurance 
and days of active drilling. There was no fighting, but there was 
martial faith and dauntless courage. 

During the winter at Valley Forge the scheme to replace Wash- 
ington with Gates, known as the “Conway Cabal”, came to 
naught. Washington endured criticism and complaint with 
patience. From every contest and over every obstacle he emerged 
& greater and a nobler figure. 

A majority of the newly assembled troops at Valley Forge were 
without 8 and organization. During the winter of 1777-78 
Wi all this before 6 months had elapsed. 

To add Zs the difficulties the Tories were active. Desertions 
were encouraged. The British troops in Philadelphia, watched by 
Washington, were being wined and dined by the loyal Tories. 
They spent the winter in ease and luxury, while gaunt hunger 
85 dreaded disease brought deaths every day and night at Valley 

orge. 

The Liberty Bell in Philadelphia on July 4, 1776, proclaimed: 
“Liberty throughout the land and to the inhabitants thereof.” 
The farmers of Massachusetts on the Commons at Lexington, 
April 19, 1775, “fired the shot that was heard round the world”, 
but there were despair and gloom at Valley Forge. The troops 
were passing through the darkest nights of the Revolution. Lord 
North offered conciliation. His proposals for conciliation were 
made early in 1778, but Washington urged Congress not to be 
misled by them. He asserted: “N short of in 


dependence, 
it appears to me, can possibly do.“ His soldiers caught his spirit 


and determined to die but never to surrender. 
Winter quarters at Valley Forge did not mean idleness. Howe 
was kept in Philadelphia. The country was protected by the 
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army at Valley Forge. Washington was constantly watching the 
British. Deaths and desertions were more than made up by en- 
listments. The army was increased from 11,000 to 17,000. - 
term enlistments were inaugurated. There were daily 

There was discipline. Washington was familiar with the 

system. The dependence was upon the officer in the battle. The 
soldier was not emphasized. His training was overlooked. Wash- 
ington capitalized the weakness of the British system. The con- 

quering army must be a trained army. 

As every cloud has a silver lining, so there were rays of hope 
at Valley Forge. Baron Steuben, of Prussia, with a decoration at 
the hands of the great Frederick, joined Washington at Valley 
Forge. He was a skilled soldier and a strict disciplinarian. He 
came to the Colonies in their hour of direst need. W. 
appointed him major general and inspector of the Army. Dis- 
cipline took possession of the entire encampment. He transformed 
volunteers into a trained army. It will not be forgotten that 
Frederick of Prussia was in sympathy with Washington in the 
Revolution. He forbade the Hessians crossing the borders of 
Prussia as they enlisted in the English Army for service in America. 

To Valley Forge there came the gallant Lafayette, at 20 years 
of age. He had left the vine-clad hills of his native France to 
join Washington in the contest for liberty. He brought strength 
to a d cause and hope to a despondent army. The 
admiration of Lafayette and Washington was mutual. The friend- 
ship, begun when Washington was 46 and Lafayette was 20, con- 
tinued until death. 

In war as in peace the statesman and the diplomat have their 
place. The Army must always be supported by the people and by 
the Government. Benjamin Franklin, the greatest of American 
philosophers and the greatest of American diplomats, was in 
France while Washington was at Valley Forge. On February 6, 
1778, the alliance with France was concluded at Versailles. The 
news brought rejoicing to the Army at Valley Forge. It brought 
inspiration to soldier and commander. 

In the ranks there were great men. John Marshall was there, 
and he became the great Chief Justice. James Monroe, a future 
President of the United States, was among the soldiers at Valley 
Forge. There were conspicuous leaders among the officers. Steu- 
ben, from Prussia, and Lafayette, from France, have been men- 
tioned. Washington's chief engineer was Brig. Gen. Louis du 
Portail, of France. Alexander Hamilton was the aide de camp of 
Washington. Nathaniel Greene, Anthony Wayne, John Laurens, 
and Richard Henry Lee, of cavalry fame, known as “ Light Horse 
Harry", were among his trusted lieutenants. 

Martha Washington and the wives of the officers were a bene- 
diction to the Army. Washington had forbidden dice and cards 
among the men. There were but few diversions. There were 
more important things to do. The women sewed, knitted, and 
nursed. There was no American Red Cross, and there was no 
Knights of Columbus. There was no Young Men’s Christian As- 
sociation. There were no movies, but Martha Washington and 
the wives of the officers were angels of mercy as they ministered 
to the sick and nursed the dying. There were the hardest of 
hardships. It was like the darkness before the dawn. 

Reverence was encouraged. Washington was always interested 
in his chaplains. Both Army and commander put their confidence 
in God. It may be tradition, but I like to think of It as fact 
rather than fiction. It is said that Isaac Potts, at whose house 
Washington was quartered, one day while the soldiers were in 
camp at Valley Forge, strolled up the creek and when not far 
from his dam he heard a solemn voice. He walked quietly in the 
direction of it. He saw General Washington's horse tied to a 
sapling. In a thicket nearby was the beloved Commander in 
Chief upon his knees in prayer, his cheeks suffused with tears. 
Small wonder is it that Chatham, the English statesman, said. 
“You cannot conquer America.” 

It takes a great commander and great soldiers to make a great 
army. Training and discipline made armies then as now. Prepa- 
ration is always essential to victory. 

When the British evacuated Philadelphia in June 1778 Wash- 
ington left Valley Forge in pursuit of Clinton, who had suc- 
ceeded Howe: There were now 17,000 soldiers. They were well- 
trained and disciplined. Clinton was overtaken and defeated at 
Monmouth, notwithstanding the perfidy, if not the treason, of 
Charles Lee. Lafayette said of Washington at Monmouth, “I 
never beheld so superb a man.” 

THE MEANING 

Nations have their Valley Forge in peace as well as war. The 
United States has been in the dark valleys of another Valley 
Forge for the past 3 years. As leadership snatched victory from 
the very jaws of defeat in 1778, so is leadership imperative in the 
world today. The world needs leadership of the Washington 
mold. Other leaders with passing fame vanish like bubbles that 
burst on the great ocean of time, but W: n is like the rock 
that borders the ocean, against which the billows roll and break, 
without injuring the rock. Of Washington it has been justly 
said, “ He mankind's ideas of political greatness.” The 
great commander at Valley Forge became the great President of 
the Nation. 

The road to success always traverses the hills and valleys of 
suffering and of sacrifice. There must be sacrifice before victory. 
The valley ever leads to the hills. The cross always precedes the 
crown. 

The forces of destruction are never idle. There are those today 
that would destroy. The evil tree ever grows by the side of the 
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good tree. The forces of wickedness are always arrayed against 
the forces of righteousness. There are intrigues today that would 


liberty. 

It is not enough to win liberty. It is just as important to 
maintain freedom as it is to fight for it. The oppressor is always 
selfish. As our forefathers fought for liberty, we must fight to 
make that liberty secure. As Goethe said: “In this world it is 
necessary that man should not only fight for his liberty; he must 
fight again and again to keep his liberty. He must be vigilant for 
liberty.” 

Amid hunger and suffering the patriots did not despair. They 
chose the hard way. Morale is as essential in the people as niorale 
is important in the army. Napoleon said: Morale is to the phys- 
ical as 4 to 1.” The spirit of defeatism would be as dangerous 
today as it was at Valley Forge. As Washington and his patriots 
did not despair, so Americans must carry on. 

Other nations were not indifferent to the cause of the Colonies. 
Kosciusko came from Poland, Steuben from Prussia, and Lafayette 
from France. Without France, Yorktown would haye been long 
delayed if not impossible. Today no nation can live unto itself. 
The good neighbor is honored among nations as among people. 
France, England, Germany, and the United States must be friends 
or civilization is in danger. 

There was preparedness. We know that the best way to pro- 
mote peace is to be prepared for war. Oliver Cromwell expressed 
the thought when he said, “ Trust in God, but keep your powder 

W m was right when he said, To be prepared for 
war is one of the most effectual means of preserving peace.” 

There were courage, faith, and confidence at Valley Forge. The 
need of our day and of our age is not more education, not more 
learning, but more courage and more faith. The world cries today 
for the justice that was exemplified in George Washington and 
for the faith and courage of Valley Forge. 

Six months at Valley Forge not only created an army but made 
a Nation. The need for central government and authority wss 
fully demonstrated here. The Union was born in the huts of 
Valley Forge. Valley Forge is responsible, in the language of 
Webster, for that “unity of government which constitutes us one 
people.” The Commonwealth of Pennsylvania is fortunate in hav- 
ing within its borders Valley Forge, where the Union was born, 
and Gettysburg, where the Union was saved. 


THE GLORY 


Valley Forge has a glory all its own. It little matters whether 
we know the places of burial of the heroes who fell here. Who 
knows where Caesar’s legions are buried? Who knows where the 
soldiers of Assyria are buried? 

The heroism of the patriots of Valley Forge is celebrated in song 
and story. The memories of the winter quarters here are cher- 
ished in every household in the land. The best monument that 
America can erect to the heroes of Valley Forge is to exemplify 
in peace as well as war the courage and the faith of Washington 
and his army. If Washington could speak to America today, he 
would say again, Well done, my patriotic Americans. The fire 
that stirred your fathers to high deeds for a high cause lives on 
in you. In you the same soul that made this country flames on 
to keep it safe.” 

Washington and the patriots looked beyond the valley and over 
the hills at Valley Forge to see the greatest nation in human 
history. We must look beyond the valleys of the depression and 
the hills of economic difficulty to the victory that will bring pros- 
perity not only to the average and forgotten man of the United 
States but of the world. 

The importance of the individual soldier was emphasized at 
Valley Forge. We are emphasizing today the opportunities and 
responsibilities of the individual citizen. Patriotism is as impera- 
tive in peace as in war. America needs today the spirit of the 
heroes of Valley Forge. There is the trumpet call on every hand 
to the life of hardship, discipline, and denial. We can find anew 
in this foremost shrine in the western world our spirit and our 
soul. 

As the soldiers of the American Revolution were at their best 
at Valley Forge so should the citizens of the United States be at 
their best in distress and depression. It will be so if we have the 
spirit of Valley Forge. 

There is a painting entitled The Spirit of "76." Three 
are conspicuous. An old man, with white hair, with erect 
and eye aglow, is keeping step to the sound of his drum, which 
he is beating with all his might. On the right there is a middle- 
aged man, blowing his trumpet with all the force at his command 
and keeping step with the aged drummer at his right. On the 
left is a youthful drummer looking with admiration toward the 
old man, and evidently he is getting inspiration from the courage 
of the aged hero. The color bearers with the flag are behind the 
three. Following the flag there is a company of patriots marching 
with steady step and with the same high spirit that characterizes 
their leaders. In the extreme right corner of the picture there is 
still another figure. By the side of the broken wheel of a cannon 
there is a mortally wounded soldier, and as he lies there he waves 
his cap enthusiastically as his comrades advance to meet the 
enemy. In the picture, youth, middle age, and old age are ani- 
mated by love of country. The spirit of patriotism is perpetuated 
in the celebrated painting. It is symbolic of the spirit of Valley 
Forge. As was said by the English historian, John Richard Greene, 
“The camp at Valley Forge is the noblest of Washington's tri- 
umphs.” His troops never lost a battle after Valley Forge. As 


confidence in country and faith in God were victorious at Valley 
Forge, so will courage, faith, and confidence conquer today. 
Righteousness ever exalts a nation. In this historic shrine we 
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renew our faith in America and in the God of our fathers. We 
believe with Washington, Standeth God within the shadows keep- 
ing watch above His own.” If we commit ourselves and our com- 
mon country to the keeping of the Almighty, who holds the fate 
of nations in the hollow of His hand, our destiny will be secure 
unto the remotest generations. 


LEAVE OF ABSENCE 

By unanimous consent, leave of absence was granted as 
follows: 

To Mrs. Norton (at the request of Mr. Byrns), for 1 week, 
on account of illness; and 

To Mr. Brunner, for 2 days, on account of important 
business. 

A PROTEST AGAINST HILTER’S PERSECUTION OF THE JEWS 


Mr. SWICK. Mr. Speaker, I ask unanimous consent to 
extend my own remarks in the Recorp and include a short 
address on the persecution of the Jews. 

The SPEAKER. Is there objection? 

There was no objection. 

Mr. SWICK. Mr. Speaker, the cause of liberty, freedom, 
and justice, three of the most important parts of modern 
civilization, has received its most recent blow at the hands 
of Adolph Hitler and his Nazi dictatorship in the German 
Republic, and subsequent persecution of the Jews. 

In this day of enlightenment the atrocities perpetrated 
on the Jewish people in Germany recall the Dark Ages at 
a time when a troubled world is endeavoring to cultivate 
good will and cooperation among all nations and races. No 
man or woman, be they Christian or Jew, who is an American 
can be indifferent to this menace to civilization. The pages 
of history record the fact that religious discrimination does 
not confine its attacks to one people or creed; all have at 
one time or another been the victims of its blind abuse. 

The world looks to America for leadership. Americans 
everywhere recognize the right of every human being to 
worship God as they please; we are a God-fearing people. 
Such action as that of Hitler against any group of people 
in the world is revolting to our sense of justice. The suc- 
cessful culmination of our efforts for world peace depends 
on our ability to disperse the forces of fear and hate; we 
must banish intolerance and persecution if we are to draw 
the nations of the world together in brotherhood and fellow- 
ship; otherwise civilization will fail. 

Mr. BYRNS. Mr. Speaker, I ask unanimous consent 
that when the House adjourns today it adjourn to meet at 
11 o’clock tomorrow. - 

The SPEAKER. Is there objection? 

Mr. McGUGIN. I object. 

Mr. BYRNS. If the gentleman insists on that objection, 
we will have to stay here 1 hour longer tomorrow, because 
it is the purpose of the House to act on this bill tomorrow. 
I hope the gentleman, in deference not only to this side of 
the House but to the other side of the House, will agree that 
we shall meet at 11 o'clock. 

Mr. McGUGIN. I insist on my objection. 

ADJOURNMENT 

Mr. BYRNS. Mr. Speaker, I move that the House do 
now adjourn, with notice that we will stay here until we 
finish this bill tomorrow. 

The motion was agreed to; accordingly (at 6 o'clock and 
33 minutes p.m.) the House adjourned until tomorrow, 
Tuesday, May 23, 1933, at 12 o’clock noon. 


COMMITTEE HEARING 
COMMITTEE ON IMMIGRATION AND NATURALIZATION 
(Tuesday, May 23, 10 a.m.) 


The Committee on Immigration and Naturalization will 
hold hearings Tuesday, May 23, at 10 o’clock a.m., at Room 
305, Old Office Building, on H.R. 5630. 


REPORTS OF COMMITTEES ON PUBLIC BILLS AND 
RESOLUTIONS 
Under clause 2 of Rule XIII, 
Mr. RUFFIN: Committee on the Judiciary. H.R. 5690. 
A bill to legalize the manufacture, sale, or possession of 3.2- 
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percent beer in the State of Oklahoma when and if the same 
is legalized by a majority vote of the people of Oklahoma 
or by an act of the Legislature of the State of Oklahoma; 
without amendment (Rept. No. 154). Referred to the House 
Calendar. 

Mr. MITCHELL: Committee on Agriculture. H.R. 3511. 
A bill to authorize the creation of game refuge in the Oua- 
chita National Forest in the State of Arkansas; without 
amendment (Rept. No. 155). Referred to the Committee of 
the Whole House on the state of the Union. 

Mr. AYERS of Montana: Committee on the Public Lands. 
S. 604. An act amending section 1 of the act entitled “An 
act to provide for stock-raising homesteads, and for other 
purposes,” approved December 29, 1916 (ch. 9, par. 1, 39 
Stat. 862), and as amended February 28, 1931 (ch. 328, 46 
Stat. 1454); without amendment (Rept. No. 156). Referred 
to the Committee of the Whole House on the State of the 
Union. 

Mr. O'CONNOR: Committee on Rules. H.Res. 156. Reso- 
lution providing for the consideration of S. 1094, an act to 
provide for the purchase by the Reconstruction Finance Cor- 
poration of preferred stock and/or bonds and/or debentures 
of insurance companies; without amendment (Rept. No. 
157). Referred to the House Calendar. 

Mr. CONNERY: Committee on Labor. H.R. 4559. A 
bill to provide for the establishment of a national employ- 
ment system and for cooperation with the States in the pro- 
motion of such system, and for other purposes; with amend- 
ment (Rept. No. 158). Referred to the Committee of the 
Whole House on the state of the Union. 


PUBLIC BILLS AND RESOLUTIONS 

Under clause 3 of Rule XXII, public bills and resolutions 
were introduced and severally referred as follows: 

By Mr. HOWARD (by departmental request): A bill (H.R. 
5739) to facilitate a more economical administration of for- 
est and grazing lands on Indian reservations: to the Com- 
mittee on Indian Affairs. 

By Mr. STEAGALL: A bill (H.R. 5740) to amend section 
13 of the Federal Reserve Act, as amended, approved Decem- 
ber 23, 1913, relating to acceptances of drafts or bills of 
exchange by member banks and the discounting thereof by 
Federal Reserve banks, and for other purposes; to the Com- 
mittee on Banking and Currency. 

By Mrs. NORTON: A bill (H.R. 5741) to amend an act 
entitled “An act to incorporate the Mount Olivet Cemetery 
Co. in the District of Columbia ”; to the Committee on the 
District of Columbia. 

Also, a bill (H.R. 5742) to amend an act entitled “An act 
to provide for the expenses of the government of the Dis- 
trict of Columbia for the fiscal year ending June 30, 1914, 
and for other purposes, approved March 4, 1913”, and 
for other purposes; to the Committee on the District of 
Columbia. 

By Mr. MARTIN of Oregon: A bill (H.R. 5743) relating to 
the retirement of the late senior member of the Board of 
Engineers for Rivers and Harbors; to the Committee on 
Military Affairs. 

By Mr. KVALE: A bill (H.R. 5744) to promote employ- 
ment of adult labor by preventing interstate commerce in 
the products of child labor, and for other purposes; to the 
Committee on Labor. 

By Mr. DIMOND: A bill (H.R. 5745) granting abandoned 
public buildings and grounds at Sitka, Alaska, to the Terri- 
tory of Alaska, and for other purposes; to the Committee on 
Public Buildings and Grounds. 

By Mr. AYERS of Montana: A bill (H.R. 5746) for the 
relief of certain homeless Indians in the State of Montana, 
and for other purposes; to the Committee on Indian Affairs. 

Also, a bill (H.R. 5747) to authorize appropriations for 
the completion of the public high school at Frazer, Mont.; 
to the Committee on Indian Affairs. 

By Mr. McFADDEN: Resolution (H.Res. 154) to request 
certain information from the Secretary of the Treasury; to 
the Committee on Ways and Means. 
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By Mr. McSWAIN: Resolution (H.Res. 155) providing for 
the consideration of H.R. 5645; to the Committee on Rules. 

By Mr. O’CONNOR: Resolution (H.Res. 156) providing for 
the consideration of S. 1094, an act to provide for the pur- 
chase by the Reconstruction Finance Corporation of pre- 
ferred stock and/or bonds and/or debentures of insurance 
companies; to the Committee on Rules. 


PRIVATE BILLS AND RESOLUTIONS 

Under clause 1 of rule XXII, private bills and resolutions 
were introduced and severally referred as follows: 

By Mr. FORD: A bill (H.R. 5748) granting a pension to 
Matilda Keeney; to the Committee on Pensions. 

Also, a bill (H.R. 5749) granting an increase of pension to 
Elizabeth Gates Perry; to the Committee on Pensions. 

By Mr. GRAY: A bill (H.R. 5750) granting an increase of 
pension to Indamora Francis; to the Committee on Invalid 
Pensions. 

Also, a bill (H.R. 5751) granting a pension to Catherine 
Stout; to the Committee on Invalid Pensions. 

Also, a bill (H.R. 5752) granting a pension to Hannah C. 
Adamson Hoke; to the Committee on Invalid Pensions. 

By Mr. GASQUE: A bill (H.R. 5753) granting a pension to 
Rufus E. Davidson; to the Committee on Pensions. 

Also, a bill (H.R. 5754) granting a pension to Coile Lynch: 
to the Committee on Pensions. 


PETITIONS, ETC. 

Under clause 1 of rule XIII, petitions and papers were 
laid on the Clerk’s desk and referred as follows: 

1140. By Mr. BEITER: Petition of Erie County commit- 
tee, American Legion Auxiliary, Buffalo, N.Y., protesting 
against proposed reduction in strength, personnel, and train- 
ing of the Army, Navy, and Marine Corps, and protesting 
recognition of Soviet Russia; to the Committee on Appro- 
priations. 

1141. By Mr. CARTER of California: Senate Joint Res- 
olution No. 19 of the Senate of the State of California, rela- 
tive to approval by the President of the United States of a 
project for the completion of the John Muir Trail under 
the provisions of act of Congress approved March 31, 1933; 
to the Committee on Roads. 

1142. Also, resolution of the Senate of the State of Cali- 
fornia, relative to memorializing Congress to exempt from 
the provisions of legislation limiting hours of labor to 30 
hours a week people engaged in the mining industry; to the 
Committee on Labor. 

1143. By Mr. CHAPMAN: Resolution of the board of di- 
rectors of Frankfort (Ky.) Chamber of Commerce, May 18, 
1933, requesting the support of the Congress of a resolution 
to be sponsored by Sgt. Alvin C. York for the purpose of 
making a Federal highway from Sault Ste. Marie, Mich., to 
Fort Myers, Fla., a national memorial highway in memory 
of the late President and Chief Justice William Howard 
Taft; to the Committee on Roads. 

1144. By Mr. CHURCH: Petition signed by members of 
the Women’s Foreign Missionary Society of the First Metho- 
dist Episcopal Church of Fresno, Calif., protesting against 
citizens’ military training camps and military training in 
schools; to the Committee on Military Affairs. 

1145. By Mr. FOSS: Resolution of the City Council of 
Boston, Mass., opposing transfer of tradesmen from Phila- 
delphia Navy Yard to Boston Navy Yard to work on the new 
destroyer now in process of construction; to the Committee 
on Naval Affairs. 

1146. Also, resolution adopted by the City Council of 
Boston, Mass., favoring a study of the entire matter of vet- 
erans’ legislation; to the Committee on World War Veterans’ 
Legislation. 

1147. Also, resolution of the mayor and City Council of 
the city of Marlborough, Mass., favoring a study of the entire 
matter of veterans’ legislation; to the Committee on World 
War Veterans’ Legislation. 

1148. Also, resolution adopted by the City Council, Cam- 
bridge, Mass., memorializing Congress to enact House Joint 
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Resolution 151 and issue a special series of postage stamps 
in honor of Gen. Thaddeus Kosciusko sesquicentennial anni- 
versary; to the Committee on the Post Office and Post Roads. 

1149. Also, letter from the chairman, Boston congress 
committee, American-Jewish Congress, Boston, Mass., call- 
ing attention to the outrageous treatment and conduct 
against the Jews in Germany; to the Committee on Foreign 
Affairs. 

1150. Also, resoltition of the Order of Railrcad Telegra- 
phers, adopted at their convention in the city of Montreal, 
Quebec, opposing passage of the bill known as the “ Emer- 
gency Railroad Transportation Act, 1933 ”, submitted by the 
president of the Order of Railroad Telegraphers, St. Louis, 
Mo.; to the Committee on Interstate and Foreign Commerce. 

1151. By Mr. JOHNSON of Texas: Telegram from R. L. 
Wheelock, J. L. Collins, W. C. Stroube, and H. R. Stroube, of 
Corsicana, Tex., opposing an increase in the tax on gaso- 
line; to the Committee on Ways and Means. 

1152. By Mr. KENNEY: Petition of Federation of Jewish 
Organizations of Bergen County, that it is the unanimous 
opinion of the Federation of Jewish Organizations of Bergen 
County that the United States Government be called upon 
in this critical moment, in the lives of the Jews of Germany, 
to act and officially use its good offices to speedily bring to 
an end the persecution and outrageous practices perpe- 
trated against members of our faith residing in Germany, 
and to the end that they may be restored to their former 
status and the enjoyment of all of the privileges previously 
enjoyed by them and that the Congress of the United States 
increase the quota of German Jewish immigrants seeking 
admission to this country, so that they may be able to find 
refuge here from the intolerance they are now made to 
endure in Germany; to the Committee on Foreign Affairs. 

1153. By Mr. KVALE: Petition of Watonwan County Leg- 
islative Committee Farm Bureau, St. James, Minn., urging 
refinancing of farm mortgages at low interest rate and con- 
trolled inflation; to the Committee on Agriculture. 

1154. Also, petition of St. Paul (Minn.) Lodge, No. 122, 
Brotherhood of Railroad Trainmen, vigorously opposing leg- 
islation to establish a national coordinator for railroads in 
the United States; to the Committee on Interstate and For- 
eign Commerce. 

1155. Also, petition of Waseca (Minn.) American Legion 
Post, No. 228, opposing the Economy Act as it affects veter- 
ans; to the Committee on Economy. 

1156. Also, petition of Brotherhood of Railroad Trainmen 
in Minnesota, urging enactment of House bill 4876; to the 
Committee on Interstate and Foreign Commerce. 

1157. Also, petition of Waseca (Minn.) Post, No. 228, urg- 
ing economy of the United States Government through dis- 
continuance of position of postmaster in offices under popu- 
lation of 25,000, of subsidies to shipping and air lines, and 
so forth; to the Committee on Economy. 

1158. By Mr. LINDSAY: Petition of Laundryowners Na- 
tional Association of the United States and Canada, Joliet, 
Ill., approving program of intra-industry cooperation through 
established national trade association; to the Committee on 
Interstate and Foreign Commerce. 

1159. Also, petition of Brotherhood of Railroad Train- 
men, New Haven, Conn., opposing prospective railroad legis- 
lation; to the Committee on Interstate and Foreign 
Commerce. 

1160. By Mr. MALONEY of Connecticut: Petition relating 
to the tragic situation of the Jews of Germany; to the 
Committee on Foreign Affairs, 

1161. By Mr, RUDD: Petition of Laundryowners National 
Association of the United States and Canada, Joliet, III., favor- 
ing the President’s recommendations for intra-industry coop- 
eration with the Government through established national 
trade associations; to the Committee on Ways and Means. 

1162. Also, petition of Brotherhood of Railroad Trainmen, 
New York, New Haven & Hartford Railroad system, New 
Haven, Conn., favoring amendments to the proposed railroad 
legislation as proposed by the Railway Labor Executives 
Association; to the Committee on Interstate and Foreign 
Commerce. 
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SENATE 
TUESDAY, MAY 23, 1933 
(Legislative day of Monday, May 15, 1933) 


The Senate sitting as a court for the trial of articles 
of impeachment against Harold Louderback, judge of the 
United States District Court for the Northern District of 
California, met at 10 o’clock a.m., on the expiration of the 
recess. 

The managers on the part of the House of Representatives 
appeared in the seats provided for them. 

The respondent, Harold Louderback, with his counsel, 
Walter H. Linforth, Esq., and James M. Hanley, Esq., ap- 
peared in the seats assigned to them. 


PROCLAMATION 
The VICE PRESIDENT. The Sergeant at Arms will pro- 
claim the Senate sitting as a Court of Impeachment in 
session. 
The Sergeant at Arms made the usual proclamation. 
THE JOURNAL 


The legislative clerk proceeded to read the proceedings of 
the Senate sitting as a Court of Impeachment for the cal- 
endar day of Monday, May 22, when, on motion of Mr. 
AsHuRST and by unanimous consent, the further reading was 
dispensed with, and the Journal was approved. 

FURTHER CROSS-EXAMINATION OF G. H. GILBERT 


The VICE PRESIDENT. Are counsel prepared to call 
another witness? 

Mr. LINFORTH. Mr. President, the witness Gilbert was 
still under cross-examination when the court took a recess 
yesterday afternoon. I should like the cross-examination to 
be completed before I call the last witness for the respond- 
ent, so that we may know what, if anythins, we may have to 
meet in that testimony. 

The VICE PRESIDENT. Call the witness. 

G. H. Gilbert, having been previously sworn, was further 
cross-examined as follows: 

By Mr. Manager SUMNERS: 

Q. Mr. Gilbert, will you state to the court the exact time 
when you got information of your appointment as receiver 
in the Faegol Motors Co. case?—A. To the best of my recol- 
lection it was at 1:30 or 2 o’clock p.m.; around 2 o’clock p.m. 

Q. Where were you when you received that information? 
A. At home; I think I was at home. 

Q. How often were you paid compensation for your re- 
ceivership services?—A. In the Faegol case I was paid only 
one time; at the termination of the receivership, about a 
month later than the termination. 

Q. Can you indicate the exact date of that payment?— 
A. No; I cannot give you the exact date; it was sometime in 
August of 1932; about a month, possibly a little over a 
month, after the termination of the receivership. 

Q. Mr. Gilbert, who notified you that you were to be 
appointed in the Faegol Motors Co. case?—A. I received a 
telephone call. I did not ask who was speaking, but I as- 
sumed it was Judge Louderback’s secretary, Miss Berger; it 
was a lady talking. 

Q. What did she say to you, briefily2—A. She said that I 
had been appointed receiver in the Fageol matter and to 
report to the judge’s chambers. 

Q. How long before that time, if at all, had you discussed 
receivership appointments with Judge Louderback?—A. I do 
not recall having any discussion with the judge on receiver- 
ship matters since the Prudential Holding Co. case, That 
was a case I was previously in, the last case prior to the 
Fageol case. That is the only time I recall having any 
discussion with the judge on such matters. 

Q. There is one matter that is not quite clear—in my 
mind, at least—and that is just how you came to choose 
Dinkelspiel & Dinkelspiel instead of John Douglas Short, 
who, you indicated, was your preference?—A. In the Sonora 
case, do you refer to? 

Q. That is right. The first case you had Dinkelspiel & 
Dinkelspiel as attorneys.—A. Well, the circumstances were 
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substantially as follows: I reported to Judge Louderback’s 
chamber and I met Mr. Dinkelspiel in Miss Berger’s office, 
the first time I met Mr. Dinkelspiel, and he said that he was 
representing the Irving Trust Co. and was already in the 
case. 

Q. Are you sure he said he was representing the Irving 
Trust Co.?—A. Yes, sir; I am. 

Q. You cannot be mistaken about that?—A. No; I do not 
see how I could possibly be mistaken in that. 

Q. Did you find out afterward whether, as a matter of 
fact, he was representing the Irving Trust Co.?—A. Yes, sir; 
he was. His firm had filed the petition, I believe, for the 
ancillary receivership at the instigation of the Irving Trust 
Co. I went to Mr. Dinkelspiel and qualified, and later, after 
a conversation with Judge Louderback, who told me that he 
could see no need for any additional counsel, that Mr. 
Dinkelspiel was already in the case. I accepted Mr. Dinkel- 
spiel and signed the petition to the court for him to be my 
counsel, 

Q. Do you not know, as a matter of fact, to refresh your 
memory, that Dinkelspiel & Dinkelspiel represented three 
persons who——A. Creditors. 

Q. Yes; three creditors who sought to have this ancillary 
receivership established in that court; and that the attor- 
neys who sent down the claims were in opposition to the 
attitude of the Irving Trust Co. in regard to the matter?— 
A. I believe that is correct, on second thought. Mr. Dinkel- 
spiel was already identified with the case. However, I was 
willing to accept him on the judge’s suggestion that he was 
already identified with the case, and he did not see any 
need for any additional expense of counsel in the matter. 

Mr. Manager SUMNERS. That is all. 

Further redirect examination by Mr. LINFORTH: 

Q. Mr. Gilbert, in the 8 years that Judge Louderback 
was judge of the State court and the 5 years that he was 
judge of the Federal court, in how many matters were you 
appointed receiver?—A..One in a State matter and four in 
the Federal. 

Mr. LINFORTH. That is all. 

The VICE PRESIDENT. The witness will be excused. 

CALIFORNIA CODE—ESTABLISHMENT OF RESIDENCE 

Mr. LINFORTH. Mr. President, we now offer in evidence 
subdivisions 2 and 7 of section 52 of the political code of 
the State of California, bearing on the question of residence. 
I desire to read those two subdivisions. 


2. There can only be one residence. 
7. The residence can be changed only by the union of act and 
intent. 


EXAMINATION OF THE RESPONDENT, HAROLD LOUDERBACK 

Mr. LINFORTH. Please call the respondent, Harold 
Louderback. 

The respondent, Harold Louderback, was duly sworn by 
the Vice President. 

Mr. ASHURST. Mr. President, I suggest the absence of a 
quorum. 

The VICE PRESIDENT. The clerk will call the roll. 

The legislative clerk called the roll, and the following 
Senators answered to their names: 


Ashurst George McGill Sheppard 
Austin Gore McKellar Thomas, Okla. 
Bachman Hale McNary Thomas, Utah 
Black Hastings Murphy Trammell 
Bratton Hayden Norris Vandenberg 
Brown Keyes Patterson Van Nuys 
Capper King Pope Wagner 

Clark La Follette Robinson, Ark. White 

Frazier Logan Russell 


Mr. ROBINSON of Arkansas. I wish to announce that 
the Senator from New York [Mr. Copetanp] is necessarily 
detained from the Senate. 

The VICE PRESIDENT. Thirty-five Senators have an- 
swered to their names. A quorum is not present. The clerk 
will call the names of the absent Senators. 

The legislative clerk called the names of the absent Sena- 
tors and Mr. Carey answered to his name when called. 

Mr. ASHURST. Mr. President, I move that the Sergeant 
at Arms be directed to request the attendance of absent 
Senators. 
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The VICE PRESIDENT. The question is on the motion 
of the Senator from Arizona. 

The motion was agreed to. 

The VICE PRESIDENT. The Sergeant at Arms will 
carry out the order of the Senate sitting as a Court of Im- 
peachment. 

Mr. HATFIELD, Mr. DUFFY, Mr. CONNALLY, Mr. HEBERT, Mr. 
Nye, Mr. Date, Mr. McCarran, Mr. HARRISON, and Mr. SMITH 
entered the Chamber and answered to their names. 

The VICE PRESIDENT. Forty-five Senators have an- 
swered to their names. There is not a quorum present. 

Mr. ASHURST. Mr. President, I move that the Sergeant 
at Arms be directed to compel the attendance of absent 
Senators. 

The VICE PRESIDENT. The question is on the motion 
of the Senator from Arizona. 

The motion was agreed to. 

The VICE PRESIDENT. The Sergeant at Arms will exe- 
cute the order of the Senate. 

Mr. ASHURST. I desire to announce that the following- 
named Senators are necessarily detained on official busi- 
ness in a hearing before the Committee on Banking and 
Currency: Mr. FLETCHER, Mr. GoLpsBoroucH, Mr. TOWNSEND, 
Mr. Couzens, Mr. STerwer, Mr. Apams, Mr. McApoo, Mr. 
Byrnes, Mr. REYNOLDS, Mr. Costican, Mr. BULKLEY, Mr. 
BARKLEY, and Mr. BANKHEAD. 

Mrs. Caraway, Mr. DICKINSON, and Mr. STEPHENS entered 
the Chamber and answered to their names. 

The VICE PRESIDENT. Forty-eight Senators have an- 
swered to their names. A quorum is present. 

Do Senators desire to dispense with the further execution 
of the last order made by the Senate? 

Mr. ASHURST. I ask unanimous consent that the order 
just made, compelling the attendance of absent Senators, 
may be vacated. 

The VICE PRESIDENT. Is there objection? The Chair 
hears none. Counsel will proceed. 

The respondent, Harold Louderback, having been sworn, 
was examined and testified as follows: 

By Mr. LINFORTH: 

Q. You are the respondent in this proceeding?—A. I am. 

Q. How old are you?—A. I am 52 years old. 

Q. Where were you born?—A. I was born in San Fran- 
cisco, Calif. 

Q. Who were your parents?—A. My father was Davis 
Louderback. He was born in Philadelphia, Pa. 

Q. And your mother?—A. Frances Caroline Smith Louder- 
back. She was born in San Francisco, Calif. 

Q. Are they what we term pioneers of the State of Cali- 
fornia?—A. My mother was of pioneer stock, her parents 
being pioneers. My father was brought as a small boy to 
California, and arrived in San Francisco September 15, 1849; 
so he was of pioneer stock. 

Q. Where were you educated?—A. I was educated in the 
public schools in the city of San Francisco up to the gram- 
mar grade, and began my course at the high school in San 
Francisco, when my affliction of asthma, which I have had 
a chronic condition of since I was about 4 years old, caused 
me to be sent away into the mountains. I went to Reno, 
Nev., where I graduated from the high school, attended the 
University of Nevada, and in 1905 graduated from that in- 
stitution with the degree of bachelor of arts. 

Q. Did you then follow any further line of education?— 
A. I then attended the Harvard Law School of the Harvard 
University, and graduated from that institution in 1908 with 
the degree of bachelor of laws. 

Q. Subsequently to that were you admitted to practice as 
an attorney and counselor at law?—A. I was. I was first 
admitted to the Sussex County bar of Massachusetts in 
1908; and the same year, in September, I was admitted to 
the Supreme Court of the State of California. 

Q. Where did you practice your profession?—A. In San 
Francisco, Calif. 

Q. Did you practice your profession continuously from 
the time of your admission to the Supreme Court of the 
State of California down to the time of your election as 
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one of the judges of the Superior Court of the State of 
California?—A. I did, excepting for the period of the war. 
The day after war was declared I volunteered my services, 
attended the first officers’ training camp, received a commis- 
sion, and remained in the service until December 1918, at 
which time I was discharged, a captain of artillery. I did 
not get across, but I was in an overseas outfit, the Fortieth 
Artillery. I commanded Battery F. We got as far as Camp 
Upton, and were within 3 days of embarking from Hoboken 
when the armistice was declared. 

Q. During the time that you were engaged in the prac- 
tice of the law, with what firms were you connected?—A. I 
was connected with the firm of Mastick & Partridge, which 
firm has furnished three United States district judges for 
the northern district of California—Mr. Van Fleet, Mr. John 
Partridge, and myself. 

Q. When were you elected one of the judges of the 
Superior Court of the State of California?—A. In Novem- 
ber 1920 I was elected a judge of the superior court of the 
city and county of San Francisco. I went into office the 
first Monday in January of the year succeeding. 

Q. And that was for a term of how long?—A. For a term 
of 6 years. 

Q. Were you then reelected at the end of that term?— 
A. Yes. In November 1926 I was elected for a further term 
of 6 years. 

Q. How long did you serve under that term?—A. I served 
until April 30, 1928, when I qualified as judge of the District 
Court of the United States for the Northern District of 
California. 

Q. Have you been occupying that position ever since?—A. 
I have. 

Q. Briefly, can you state what judges, if any, recom- 
mended you to that appointment?—A. Chief. 

Mr. Manager SUMNERS. Mr. President, I do not know 
the purpose of this testimony. The counsel for the respond- 
ent is now asking by whom he was recommended as proper 
material to be Federal judge of the northern district of 
California. 

Mr. LINFORTH. May I add just a word, Mr. President? 
I want to be very brief. I just want the witness to state, 
for the information of the trial court, those who sponsored 
him who were judges at the time of his appointment. 

The VICE PRESIDENT. It does not occur to the Chair 
that the Senate is particularly interested about who recom- 
mended the judge. The important fact is that he was ap- 
pointed and confirmed by the Senate. 

Mr. LINFORTH. Then I withdraw the question. 

By Mr. LINFORTH: 

Q. Would you please state, in your own way, but briefly, 
your relations with W. S. Leake from the time you first be- 
came acquainted with him down to the 21st of September 
19299—A. I heard my father and others speak of Mr. W. S. 
Leake prior to 1918, but I met Mr. Leake in that year. My 
aunt, who lived at the Fairmont Hotel from 1914 until her 
death, in 1929, made her residence at the Fairmont Hotel. 
I visited her in 1918, and through her was introduced to Mr. 
W. S. Leake. I had a casual, friendly acquaintance with 
Mr. Leake from that time up to about 1926, at which time I 
was a candidate for a second term for the position of judge 
of the superior court. At that time our friendship became 
more close. He gave me many helpful suggestions in con- 
nection with my campaign at that time. The following year 
I was selected by my associated judges, there being 16 de- 
partments of the superior court in San Francisco, as the 
presiding judge of that court, and during that year that I 
was presiding judge I gave Mr. W. S. Leake six or seven 
small receiverships. The total amount of fees which I gave, 
and the judges in whose departments the cases afterward 
went gave, was less than $1,000. I also gave him two ap- 
praiserships, one an appraisership in connection with a 
homestead, in which he received $5, and another appraiser- 
ship which was the estate of Brickell, which I recall very 
well, as it was a contest over a will, and the estate amounted 
to over $1,000,000, and I believe Mr. Leake received a fee, or, 
rather, received compensation of $500 in that case. 
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Q. Would you state, in your own way, briefly, how you 
came to reside at the Fairmont Hotel, and the manner in 
which your bills at that hotel were paid?—A. Due to certain 
domestic difficulties, on September 21, 1929, I left my home 
at 666 Post Street, and I went up to the Fairmont Hotel 
with the intention of securing a room there. When I ar- 
rived at the hotel I came in contact with Mr. W. S. Leake. 
I told him of my difficulties, and I did not care to have my 
domestic affairs to become notorious at that time, and said 
that I was afraid that when I registered the newspapers 
would come out with a statement that Judge Louderback 
was registered at the Fairmont Hotel and his wife was still 
living at the family home. He said that he had a room in 
the Fairmont Hotel, a cheap room, in the bachelors’ sec- 
tion, which he had been using on occasions to rest during 
the illness of his wife, which had been going on for some- 
time, and he suggested that I could take that room if I 
wished, which was in his name; that he could arrange with 
the hotel authorities in that way, and that I would not, 
therefore, have that registration in my name. He left me 
and went over to the desk, and later came back with a bell 
boy, and told me he had arranged it, and my baggage was 
taken down to room 26, a room in the Fairmont which I have 
been—which I have had the use of ever since that time to the 
present day. 

Q. Have you stated the full circumstances under which 
you started to occupy room 26?—A. I believe I have. 

Q. What is the rent of room 26?—A. The rent of room 
26 for me was $75 a month. I arranged with Mr. Leake that 
monthly I would pay that rent to him, plus any additional 
amounts which were charged against the room. In other 
words, if I ate in the dining room, I would sign the tag in 
my own name for room 26. That would be charged against 
the room. Any washing or any other—tailoring and such 
matters, would be charged against the room, and I would 
pay for that, with the $75, at the end of each month, as 
Mr. Leake requested. 

Q. Did you, during your entire stay there, following the 
inception of that arrangement, monthly pay the full bills 
charged to that room?—A. I have. j 

Q. Did you make those payments in cash, or by check?— 
A. Except in a few instances, I think probably 7 or 8 during 
this entire time, I paid them by check, which was made 
out in the name of Mr. W. S. Leake for the amount 
charged against the room. I have the checks with me. 
I have 34 of them. 

Q. Would you please produce those checks? 

(The witness produced several checks and handed them 
to counsel.) 

Q. Do these checks show upon the back of them the 
stamp of the Fairmont Hotel?—A.I think that all but 
three show the stamp of the Fairmont Hotel. 

Mr. LINFORTH. We offer the checks as part of the testi- 
mony of the witness, but we do not insist upon them being 
printed in the record. 

Mr. HANLEY. Photostat copies have already been fur- 
nished the managers. 

The WITNESS. I might reply, in reply to the statement 
Mr. Hanley just made, that at the time I gave those checks 
to the House committee, I had not found among my papers 
all of those checks. I think I only gave the House com- 
mittee 20, and I subsequently found the others. 

(The checks referred to were handed by counsel to Sen- 
ator Rosinson of Arkansas and Senator McKELLar.) 

Mr. LINFORTH. Senators, do you wish me to suspend 
while you examine the checks? 

Mr. McKELLAR. Oh, no. 

By Mr. LINFORTH: 

Q. Did you at any time determine to acquire a residence 
in a place other than San Francisco?—A. I did. 

Q. When did you determine to acquire such a residence? 
A. About the ist of April 1930, I having been separated for a 
number of months from Mrs. Louderback, I decided that 
the separation probably would be permanent. I had my 
residence then at 666 Post Street, and from that point I was 
voting in San Francisco. On the 6th of April of the same 
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year I was invited by my brother and his wife to come over 
to their home, at 107 Ardmore Road, Kensington district, 
Contra Costa County, for the purpose of participating in a 
dinner upon the event of the anniversary of my brother’s 
birthday. I went over that day, and when I arrived at 
their home my brother had not come back from the univer- 
sity. I spoke to my sister-in-law, Mrs. Clara Louderback, 
and asked her if it would be agreeable, did she think, to 
her and my brother, if I again made my home with them, 
I having made my home with them for 3 years in the city 
of Reno, Nev., when I was living up in the mountains. She 
told me she was sure that my brother would be pleased, and 
that she would be delighted to have me make my home with 
them. 

Later in the day my brother returned, and we three took 
up the matter of my making my home and residence with 
them. My brother said it would be most pleasing indeed if 
I would do so. They took me into the room, one of the 
rooms in their home, and asked me if it would be satisfactory 
and suggested certain changes in there so as to be suitable 
for me. They also gave me a key to the house. 

A few days later I sent over from San Francisco the bulk 
of my possessions that I had, consisting of two trunks, with 
personal effects. On the 17th of April I went to the registrar 
of voters in San Francisco, and I canceled my registration 
there. On the 18th I came over with an automobile trunk 
and some hand baggage, went over to Martinez, which is the 
county seat of Contra Costa County, and registered as a 
voter in that county at 107 Ardmore Road, Kensington dis- 
trict, Contra Costa County. 

I returned to the home. That night I slept at my brother's 
home, which was then my home. During the night there 
came upon me a very, very severe attack of asthma, and in 
the morning I went to my work, went across the bay in a very 
bad condition. The next night I returned, and this time I 
had a more severe attack of asthma, so much so that for a 
number of days I was not able to free myself from it, and 
my work was sadly impaired during that period because of 
my condition. It followed me through my work in the day- 
time and even through the night, so that I did not return 
after that second day to the home at that time. 

I thought perhaps if I could get rid of the asthma and 
perhaps go there in a better condition that maybe I would 
be able to sleep there, and about the first week or so of 
May I again returned and again I had this paroxysm of 
asthma. In the morning I remember my sister-in-law had 
made a breakfast especially for me, but I was not able to 
eat because of the condition. I then remained away for a 
number of days and tried it again, and again the asthma 
came upon me and I was unable to sleep, and I went away 
with the asthma upon me. 

Since that time I have never slept at my brother’s resi- 
dence, but on a number of times I have gone over there 
with the intention of staying overnight, and before midnight 
the asthma has come upon me with such force that I have 
been compelled to go across the bay to San Francisco so 
that I would not augment the condition that I was in. 

Q. Is the home of your brother surrounded by flowers 
and plants?—A. My brother has quite an extensive garden 
on one side of his home and in the rear. 

Q. And are there also house plants in the house?—A. He 
has. He has house plants in several rooms of the house. 

Q. Is there a pet cat there?—A. There is. 

Q. When you went to your brother’s home with the in- 
tention of making that your residence did you do that in 
the utmost good faith?—A. I did. 

Q. Did you then and there determine to fix that place as 
the place of your residence? 

Mr. Manager SUMNERS. Mr. President, we do not object 
to reasonable limitations—— 

Mr. LINFORTH. The question is withdrawn. 

The VICE PRESIDENT. The question is withdrawn. 

By Mr. LINFORTH: 

Q. What was your intention in going to your brother’s 
home?—A. To make a fixed place of abode. 
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Q. Of whom did your brother’s family consist at that 
time?—A. My brother’s family consisted of his wife and 
himself. 

Q. Have you at all times since had your personal effects 
at the home of your brother?—A. I have. 

Q. Have you on occasion, since you went to the home of 
your brother, registered in Contra Costa County?—A. I be- 
lieve I did register a second time. 

Q. I ask permission to withdraw the question. Have you 
voted in that county?—A. I have. 

Q. On how many occasions have you voted in the county 
since that registration?—A. I can recall five instances. 

Q. And what is the latest instance in which you have 
voted there?—A. The last general election. I might state 
that I always vote; I never recall missing an election. 

Q. During the time that you have been at your brother’s 
home, subsequent to the making of the arrangement you 
have referred to, have you retained the room in the Fair- 
mont Hotel?—A. I have. 

Q. And for what purpose?—A. Well, because when I first 
went across the bay and had the asthma I retained it to 
see whether it would be necessary to have a room of that 
kind where I could go, where I would not be subject to the 
asthma, and I also have retained it because not being able to 
sleep at home, I wanted a place where I could sleep. 

Q. When you canceled your registration as a voter in San 
Francisco, did you do that with the utmost good faith?— 
A. I did. 

Mr. Manager SUMNERS. We object to that, Mr. Presi- 
dent. We suggest that counsel knows better than to ask 
that character of question, with all respect. 

Mr. LINFORTH. I want to add, in reply to that remark, 
that counsel does not know better. The charge made here is 
that the judge willfully and fraudulently brought about the 
cancelation of this registration and the new registration in 
the county of Contra Costa. His good faith is attacked by 
the charge made, and I submit to you, Mr. President and 
the honorable Senate, that where his good faith is an issue 
the question is proper. 

Mr. Manager SUMNERS. We suggest, Mr. President, that 
we have not charged any cancelation of the residence of this 
defendant in Contra Costa County, because we think he 
never had a residence there. 

We submit further that in the relationship of this respond- 
ent to this investigation he ought not to be led by counsel 
for the respondent, regardless of the circumstances. 

Mr. LINFORTH. Just one word in reply. The article of 
impeachment charges the respondent with acquiring a false 
registration in Contra Costa County as the result of a con- 
spiracy entered into by him and Mr. W. S. Leake. We say 
that includes a charge of bad faith which we have a right to 
meet. 

Mr. Manager SUMNERS. Oh, yes; we charge an absence 
of good faith insofar as the Contra Costa residence is con- 
cerned. 

Mr. LINFORTH. I submit the question. 

The VICE PRESIDENT. It seems to the Chair that he is 
a very capable witness. Counsel may merely ask him to 
state the facts, and the Senate will draw their own de- 
duction as to whether his action was in good faith or not. 

Mr. LINFORTH. We will gladly follow the suggestion of 
the Presiding Officer. 

We offer at this time as a part of the examination of the 
witness a certified copy of the cancelation of the registra- 
tion of the witness in San Francisco, and ask that it may be 
marked as an exhibit. 

The VICE PRESIDENT. It will be made a part of the 
record. 

The exhibit admitted in evidence is as follows: 

MAY 23, 1930—U.5S5. EXHIBIT Q 


[Office of of voters, city and county of San Francisco, 
State of California. Official certificate of registration no. 4, 
precinct 69, assembly district 32] 


(Canceled—own request) 
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Name: Harold Louderback. 
Residence: 666 Post Street. 


Occupation: United States district judge. Height: 5 feet 6 | been on October 10, 1911 


inches. 
Nativity: California. 
Became a citizen by— 
a. Decree of court. 
b. Mayriage to a citizen. 
d. Father's naturalization. 
e. Citizenship of father. 
f. Act of Congress. 


g. By treaty. 

(When) (Where) —— 
Father's N. 

Husband's Name . 

Can —— read Constitution? Can —— mark ballot? 
Can —— write name? Physical disability: None. 


Date of registration: February 19, 1930. Political affiliation: 

Republican Party. 
STATE or CALIFORNIA, 
City and County of San Francisco, ss: 

I, C. J. Collins, registrar of voters of the city and county of 
San Francisco, hereby certify that the foregoing is a full, true, 
and correct transcript of entry of such registration on the register 
of said city and county in the precinct and assembly district above 
indicated. 

Witness my hand and seal this 31st day of March 1933. 

[SEAL] C. J, CoLLINS, Registrar of Voters. 

By J. Dawson, Deputy. 


Mr. LINFORTH. We also offer at this time a certified 
copy of the registration of the respondent as a resident of 
Contra Costa County, with his place of residence set out, 
107 Ardmore Road. 

The VICE PRESIDENT. The exhibit will be made a part 
of the record. 

The exhibit admitted in evidence is as follows: 


USS. EXHIBIT R 


(Filed May 23, 1933) 

Duplicate. 

Kensington precinct no. 3. 

I am under the name of 4 

For transfer of change of name from precinct no. z 
or address in this county, and I hereby authorize the cancelation 
of my last previous registration. 

(No. 39501) 
AFFIDAVIT OF REGISTRATION 
STATE OF CALIFORNIA, 
County of Contra Costa, ss: 

The undersigned affiant, being duly sworn, says: I will be at 
least 21 years of age at the time of the next succeeding election, 
a citizen of the United States 90 days prior thereto, and a resident 
of the State 1 year, of the county 90 days, and of the precinct 
30 days next preceding such election, and will be an elector of 
this county at the next succeeding election. 

1. I have not registered elsewhere in the State since January 1, 
1930. 

(If applicant has previously registered in this county or has 
registered under another name, mark out word “not” and fill out 
transfer clause at top. If applicant is registered in another county, 
mark out word “not”, and applicant must execute a separate 
affidavit of cancelation before he can register.) 

2. My full name is Harold Louderback. 

(Including Christian or given name, and middle name or initial; 
and in the case of women, the designation Miss or Mrs.) 

3. My occupation is United States district judge. 

4. Post-office address at Berkeley, Calif. 

5. My place of residence is No. 107 Ardmore Road, between 
Streets floor. Room, Kensington precinct no. 3. 

6. I intend to affiliate at the ensuing primary election with the 
Republican Party. 

(if affiliation is not given, write or stamp “ Declines to state.”) 

7. My height is 5 feet 6½ inches. 

8. I was born in California 


(State or county) 

9. I acquired citizenship by (underline method of acquiring citi- 
zenship) — 

a. Decree of court. 
. Father's naturalization. 

Citizenship of father. 
. Marriage to a citizen. 
. Naturalization of my husband. 
Act of Congress. 
. By treaty. 
(When) (Where) 
My father’s—husband’s name is (was) 


noo 


nmp 


(To be filled out when citizenship depends on citizenship or 
naturalization of parent or husband.) 
10. I can read the Constitution in the English language. 
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I can write my name; I am entitled to vote by reason of having 
a. An elector, 
b. More than 60 years of age 
I can ———— mark my ballot by reason of R 


(State physical disability, if any.) 
Subscribed and sworn to before me this 18th day of April 1930. 
HAROLD LOUDERBACK. 
(Affant sign here.) 
By S. WELLS, 
Deputy County Clerk. 


ABSENT VOTER BALLOT 


Election 


— 


Ballot no. Date of delivery or mailing How delivered 


STATE OF CALIFORNIA, 
County of Contra Costa, ss: 

I, S. C. Wells, county clerk of said county and ex-officio clerk 
of the superior court therein, do hereby certify that the above 
and foregoing is a full, true, and correct copy of affidavit of reg- 
istration of Harold Louderback, filed in my office on the 18th day 
of April 1930, and now remaining on file therein. 

Witness my hand and the seal of said court this 4th day of 
April 1933. 

[SEAL] S. C. Wetts, Clerk. 

By M. A. Smiru, Deputy Clerk. 

By Mr. LINFORTH: 

Q. Will you please state, in your own way, the circum- 
stances concerning the appointment of Addison G. Strong 
as receiver and the circumstances concerning his removal?— 
A. On March 11, Tuesday—formerly I thought it was Mon- 
day, the 10th, but on reflection I believe it was on Tuesday— 
there came to my chambers Mr. Max Thelen and Mr. Marrin, 
attorneys representing the petitioner; Mr. Brown, represent- 
ing the firm of De Lancey Smith & Brown, representing the 
defendant; Mr. Lloyd Dinkelspiel, of the firm of Heller, Ehr- 
mann, White & McAuliffe, the attorneys for the stock ex- 
change; and Mr. Addison Strong. They presented to me 
a petition in equity requesting the appointment of a receiver 
and also an answer admitting the facts set up in the peti- 
tion. I read the papers and they urged at that time that a 
receivership be undertaken, and recommended Mr. Addison 
Strong as receiver in the matter. 

I stated to Mr. Strong, “If I should appoint you, you will 
be the representative of the court; you will not be the rep- 
resentative of any particular person; and although you are 
being proposed by these gentlemen you will be a court offi- 
cer, and I expect you to confer with me and accept my 
advice.” I asked him, “Are any of the attorneys present 
your attorneys?” He said, “No.” “Have you an attor- 
ney?” Fe said he had not. I said, Will you consult with 
me in the selection of attorneys?” He said he would. I 
said, “Then I am inclined to make the appointment.” 

At this time I do not know who brought it to my atten- 
tion, but the information was brought to me that there was 
another petition filed in this matter, and I had it sent for 
and brought to me. I discovered that this petition was 
similar in the body of it to the petition which was in my 
department; that it preceded in number, being an earlier 
assignment than the petition in my department, and was 
assigned to Judge St. Sure. I then said to the gentlemen, 
“T am not willing to appoint in my department, inasmuch 
as this petition, preceding mine, is in Judge St. Sure’s, and 
I will take it up with Judge St. Sure.” Judge St. Sure at 
that time was at Sacramento, and I said that I could take it 
up with him by using the telephone. They then tried to 
urge me to act on my own petition, but I said, “If you wish 
me to act upon my petition, then it will be necessary to 
dismiss the petition in Judge St. Sure’s department.” They 
said they would then dismiss it. 

Then I told them that I wanted a bond in the amount of 
$50,000 running from the plaintiff in favor of any creditor 
who might be injured by the appointment of a receiver in 
this case. I also wanted a bond of $50,000 on the part of 
the receiver to guarantee his acts while receiver. It was 
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either at that time or a short time subsequent—and I do 
not know who took the matter up with me—that they urged 
me to reduce this bond to a lower figure, as it was impossible 
for them to secure a bond in that size, and I consented and 
agreed to have the plaintiff's bond reduced to $10,000. 

After I had agreed to appoint Mr. Strong they left my 
chambers, and that afternoon, some time after 4 o’clock— 
I do not know who came to my chambers to advise me, 
whether it was one of the attorneys in this matter or 
whether I got the information from the clerk’s office or my 
secretary—but I was advised that they had had difficulty in 
securing the bond and that they would not be able to qualify 
Mr. Strong until after the usual hour of the clerk's office, 
which is until 4 o’clock in the afternoon, and did I want 
the clerk’s office kept open? I sent word by whomever it 
was that came to me to the clerk’s office that I desired the 
clerk’s office to remain open. Some time about 5 o’clock 
that afternoon Mr. Strong returned with some of the attor- 
neys—I think all of them were there, but I am not posi- 
tive—and I signed the order for the appointment of the 
receiver. I signed the approval of the two bonds, the plain- 
tiff’s bond and the receiver’s bond, and as Mr. Strong left 
to go to the clerk’s office for the purpose of taking the oath 
which qualified him as receiver I told him, As soon as you 
have qualified, return here.” I remained in my chambers, 
keeping my secretary and crier there with me until 6 o’clock, 
and Mr. Strong had not returned. I then sent my crier out 
to find out what became of him, and I was advised that the 
clerk’s office at that time was closed; everybody was gone. 
I directed my secretary to call up the office of Mr. Strong 
at that time. She did, but got no reply. 

Mr. LINFORTH. Judge, let me interrupt at this point. 
Was that the first instance during the time you were Fed- 
eral judge where you knew of a double filing? 

The WITNESS. It was the first instance I had ever 
heard of. 

Q. Did you know personally Addison G. Strong, the re- 
ceiver?—A. I did not. 

Q. Did they at that time make any statement to you as 
to what his connection was or had been with the Russell- 
Colvin Co. and with the San Francisco Stock Exchange?— 
A. Yes; at the first conversation that I had on Tuesday 
they stated that Mr. Strong was the auditor, as I recall, for 
the stock exchange and had acted in his line of business 
in connection with the Russell-Colvin Co. 

Q. Have you now stated, as briefly but as fully as you can, 
the details of the first day relating to the Russell-Colvin 
matter?—A. I believe I have. 

Q. Will you please now state to the Presiding Officer and 
the members of the court what happened on the second day, 
Wednesday, the 12th of March?—A, On the next day I di- 
rected my secretary to call again Mr. Strong. She informed 
me that he was not at his office, but that she had left word 
that I wanted to see him. My recollection is that the first 
person I saw in this connection was Mr. Jerome White. It 
may be possible, as to the sequence, whether I saw White be- 
fore I saw Mr. Strong, I may be in error, and it may be I 
saw Mr. Strong on two instances that day before I saw Mr. 
White; but my recollection is that Mr. White was at my 
office in the morning first. 

Q. Whose was Mr. White?—A. Mr. White was one of the 
partners of the firm of Heller, Ehrmann, White & McAuliffe, 
the attorneys for the stock exchange. 

Q. May I interrupt and ask you up to that time had your 
relations with that firm always been friendly?—A. As far as 
I know, they were. So far as I am personnally concerned 
they were. 

Q. Please continue with your conversation with Mr. 
White.—A. Mr. White stated that he had in a brief case 
which he was carrying a petition requesting the appoint- 
ment of his firm as attorneys for Addison G. Strong as re- 
ceiver. I told Mr. White that Mr. Strong had been in- 
structed by me the night before to return as soon as he 
qualified, and that he had not returned and I had not had 
an opportunity to see him. I also told him that I had in- 


structed Mr. Strong that before he petitioned for any attor- 
ney he was to consult with me. He said, Surely you would 
not question the standing of our firm?” I said, “I am not 
questioning the standing of your firm, but I am unwilling to 
take this matter up with you until I have taken up the 
matter with Mr. Strong and settled it.” 

Q. Was that the substance of your talk with Mr. White? 
A. It was. 

Q. Did you then on that day have an interview with Mr. 
Strong?—A. Mr. Strong came in in the morning before 
court, and I asked him why he had not returned the pre- 
ceding evening. He told me that he did not fully under- 
stand that I wanted him to return; that after qualifying he 
had gone away with some attorneys, and while he was walk- 
ing to his office it came to him that he ought to have an 
attorney, and it also occurred to him that the firm of Heller, 
Ehrmann, White & McAuliffe was a very desirable firm; so he 
went to their office and he found there Mr. McAuliffe, and 
he took up the matter with Mr. McAuliffe and told him 
about his receivership. He asked Mr. McAuliffe if he would 
act for him, his firm, and he said he would. 

I then said to Mr. Strong, That is just what I feared 
would happen,” and if he had only returned the preceding 
evening this embarrassing situation would not have arisen. 
I told him that before I appointed him I had told him that 
he was an officer of the court and he must follow my in- 
structions, and that I had received from him his assurance 
that he would consult with me before he would select an 
attorney, and he had not done it. Furthermore, that he 
had selected as his attorneys the firm of Heller, Ehrmann, 
White & McAuliffe, which were the attorneys for the stock 
exchange, and he was the auditor for the stock exchange. 
I said, “It looks too much like one family, and I am not 
willing to approve of that selection.” 

He urged me to permit him to have that selection, saying 
that he had unusual confidence in that firm and he thought 
the receiver should have the right to have the man as his 
attorney that he had confidence in, and he thought that 
firm was the best qualified firm for the particular kind of 
business which this receiver would be in. 

Having reached an impasse in that way, Mr. Strong 
finally said to me, “ Well, who do you suggest?” I said, 
1 suggest Mr. Strong, of Keyes & Erskine.” He said, “I 
never heard of such a firm.” 

Q. Just a moment. You said Mr. Strong.” Did you mean 
that?—A. I meant Mr. Short—pardon me—John Douglas 
Short. He said, “I never heard of such a firm.” He said, 
“There are very few lawyers that are capable of handling 
this type of case.” “Oh”, I said, “I do not think they are 
so limited as you think. I think there are quite a number 
of lawyers who are capable of handling it, and, besides that, 
the responsibility rests upon me.” I said then, “ Well, I will 
suggest first the firm of Pillsbury, Madison & Sutro.” He 
said he did not wish to have them as his attorneys. I said, 
What about the firm of Sullivan, Sullivan & Roche?” No; 
they would not do. What about Cushing & Cushing?” 
No; he would not have anyone but that one firm, which he 
felt he had such confidence in and which he felt he was 
entitled to select. 

Q. Let me interrupt at this point. Were the three firms 
that you have mentioned reputable, outstanding firms prac- 
ticing in San Francisco?—A. I felt when I named them that 
they were not to be excelled by any other firm in San 
Francisco. 

Q. Was one of the firms you mentioned the firm of which 
Senator JoHnson is a partner?—A. He is now a partner of 
the firm of Sullivan, Sullivan & Roche, under a different 
name. I believe it is Sullivan, Roche, Johnson & Barry. 

Q. Please proceed in your own way to state the rest of the 
conversation.—A. Mr. Strong next requested that he be given 
permission to think the matter over, and I told him that he 
could, and he went away. Sometime later in the morning 
Mr. Strong returned and again took the same position as 
before. He urged that he had a right to select his attorney, 
and that he had a right to have one that he had confidence 
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in. But we reached the same position at that conference 
that we had in the preceding one, and he again went away, 
and he did not return that day. 

Q. In that connection, did you say anything to him in the 
way of forbidding him to consult counsel?—A. In the first 
meeting I had with him—no; I did not; but I may state 
that I left out something. In the first meeting I had with 
him I said to him this, he having stood firmly on the mat- 
ter of his counsel. I said, “ Mr. Strong, have you yet taken 
into your possession any of the property of the estate?” 
He said, “I have not.” I said, Then until this matter is 
settled I do not wish you to do so.” I said, “I do not want 
you to go any farther with the employing of this firm.” 
That is the only thing I referred to in regard to the attor- 
ney. I did not forbid him taking up the matter of the 
issue he was having with me. 

Q. Did he at any time before you removed him as receiver 
suggest the name of Lloyd Ackerman or ask you if Lloyd 
Ackerman would be satisfactory?—A. He did not. 

Q. Did you at any time say to him in words or substance, 
“Do you realize what a plum you have taken; that the fees 
will be between $10,000 and $80,000 ”?—A. I did not. 

Q. When you left the courthouse on the evening of 
Wednesday, the 12th of March, did you have any talk with 
Mr. W. S. Leake about this matter; and if so, where did 
the talk take place?—A. I did. The talk took place in the 
lobby of the Fairmont Hotel. 

Q. Would you please state briefly the conversation you 
had with Mr. Leake at that time?—A. When Mr. Strong did 
not return on that Wednesday afternoon I went up to the 
Fairmont Hotel and I met there in the lobby Mr. W. S. 
Leake. I talked to him about what had transpired in this 
case. I said to Mr. Leake, “ Could you suggest to me some- 
one who is qualified to occupy a receivership of this kind? 
He said, “I cannot think of anybody at this time. How 
soon do you have to know?” I said, “ By tomorrow morn- 
ing would undoubtedly do.” 

Just about that time, or just at that time, Mr. Hunter— 
whom I afterward knew as Mr. Hunter—passed through the 
lobby and stopped at the desk at the hotel. Mr. Leake said, 
“There is a man that would suit. He has already acted as 
receiver in some matter across the bay. He is the head man 
at Cavalier & Co.” I said, “Is that the H. B. Hunter that 
was in the Security receivership? ” He said, Yes.” I said, 
“Tf that is the man, I think that would be the type of man 
that would do.” So he crossed over and stood and talked 
with Mr. Hunter for something like 10 or 15 minutes and 
came back and said, Mr. Hunter said that he would be 
willing to receive such an appointment if it was open to him, 
but before he could definitely state he would have to take 
it up with his firm, with Mr. Cavalier, and that he would do 
so the following morning, and that he would let me know.” 

Q. Is that the substance of your talk with Mr. Leake on 
that occasion?—A. It is as far as I recall now. 

Q. Was that talk had by you after the work of the day 
was over and after you had gone to the Fairmont Hotel?— 
A. That is correct, in the evening somewhere around 5 
o’clock. 

Q. The next day, the 13th of March 1930, did you have 
any talk with Mr. Strong or with any of the attorneys that 
you have mentioned?—A. I did. 

Q. Would you please go on in your own way and state 
what the conversations were and with whom they were?— 
A. When I arrived in the morning at my chambers, about 9 
o’clock, I asked Miss Berger if she had heard anything from 
Mr. Strong and she said, “No; Mr. Strong was not there.” 
I then made up my mind that the probability was that I 
would have to remove Mr. Strong. I said, “ Notify Messrs. 
Thelen & Marrin and Mr. Brown so that they can be here 
at my chambers this morning.” In the morning, some- 
where in the latter part of the morning, Mr. Marrin, Mr. 
Thelen, and Mr. Brown appeared at my chambers. 

Q. Let me interrupt at this point. What was your object 
in desiring to see them?—A. Inasmuch as I had appointed 
Mr. Strong upon their recommendation and suggestion I 
wanted to tell them the situation that had arisen between 
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me and Mr. Strong and why it was probable that I would 
have to remove him. I thought in fairness to them that I 
would give them the information and see what they would 
have to say. 

Q. Now, please proceed with the conversation. — A. I also, 
I might state, at the same time notified my secretary to tell 
Mr. Strong to come at a subsequent appointment to my 
chambers. I related to these attorneys my difficulties that 
I had had with Mr. Strong. I told them of his failure to 
return, and I told them of his insistence upon retaining the 
firm of Heller, Ehrmann, White & McAuliffe, the attorneys 
for the stock exchange. I said that I had offered him other 
counsel, and he had refused to accept other counsel; and I 
said that even the signing of the petition by Strong was an 
affront to me. 

Q. What petition did you then refer to, when you said 
the signing of the petition was an affront to you?—A. The 
petition for the employment of an attorney. 

Q. What attornmey?—A. The firm of Heller, Ehrmann, 
White & McAuliffe. 

Q. Please proceed now with the conversation.—A. I told 
them that in the event that I retained my present attitude 
at that time—which I felt that I would remove Mr. Strong— 
that I was considering a man by the name of H. B. Hunter. 
They immediately stated that they had never heard of H. B. 
Hunter. I then advised them that Mr. H. B. Hunter, I under- 
stood, was the head man of Cavalier & Co. He was also a 
man that had had experience as a receiver in a case that 
involved transactions of a similar type. I also told them 
that Mr. Hunter at one time had been the assistant to the 
president of the stock exchange, Mr. Sidney L, Schwartz, 
and I felt if they referred to Mr. Schwartz that he would 
recommend Mr. Hunter. 

Mr. Brown took upon himself the major part of urging 
me to retain Mr. Strong. He felt that Mr. Strong was un- 
usually adapted for this work, inasmuch as he had famil- 
iarity in connection with the Russell-Colvin case, already 
having gone through their accounts; but I told him that 
I was unwilling to do so—that it was too much of a family 
affair. 

I then said that I would give them an opportunity, if they 
wished, to dismiss the case, if it was embarrassing to them. 
I said it was embarrassing to me under the circumstances 
that had arisen. They said that they could not do that; 
they wanted to go ahead. I said, “ Well, then, look into the 
standing and the qualifications of Mr. Hunter; and I will 
give you until 4 o’clock in the afternoon to make that 
investigation. If you find anything about Mr. Hunter which 
would disqualify him for this position, let me know”; and 
they went away. 

Q. Let me ask you at this point, did you then or at any 
time tell them or any of them that Mr. Schwartz had recom- 
mended Mr. Hunter?—A. I did not. The only reference to 
Mr. Schwartz was as I said, and was for the purpose of indi- 
cating to them certain sources or places where they could 
secure information concerning Mr. H. B. Hunter, of whom 
they expressed an ignorance. 

Q. After your interview with them, did you then see Mr. 
Strong?—A. I did. Immediately upon their retirement Mr. 
Strong came into my chambers. I asked him, Mr. Strong, 
what is the situation now?” He said, “I am determined 
to nominate these attorneys as my attorneys.” I said, “ Un- 
der those circumstances, Mr. Strong, you should resign.” 
He said, “ I have been advised by Mr. McAuliffe not to resign. 
I have been advised by him that you cannot remove me 
unless for cause, and I am going to take his advice in all 
matters in connection with the receivership, and not your 
advice.” I said, “ Under those circumstances, Mr. Strong, I 
have no further use for you, and I am going to remove you 
at this time”; and I took from my desk an order which I 
had already prepared, anticipating its possible use, signed it, 
walked out of my chambers into the secretary's room, in 
which was sitting my secretary and the crier, and said to 
the crier, “ Place this order of record removing Mr. Strong 
as receiver.” 

Q. Did you take him by the arm at all?—A. I did not. 
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Q. Was there any anger displayed during that interview 
by you?—A. There was not. 

Q. Did you at that time tell him, “ You are fired ” or “ You 
are canned ”? 

Mr. Manager SUMNERS. Mr. President, I think in the 
circumstances it would be well for the witness to detail what 


Mr. LINFORTH. Mr. President, it has been testified that 
the witness upon the stand used the expressions, “ You are 
fired ”, Lou are canned.” We surely have a right to repeat 
that testimony and show whether or not any such expres- 
sions were used. 

The VICE PRESIDENT. The Chair understands that the 
managers on the part of the House object only to the leading 
of the witness by counsel for the respondent; but the Chair 
repeats that this is a very intelligent witness, and the Chair 
is sure he can give the facts without being led by counsel. 
Counsel will refrain from leading the witness. 

Mr. LINFORTH. Forgive me for my offense, Mr. Presi- 
dent, and I will try in the future to avoid it. 

By Mr. LINFORTH: 

Q. Was any reference made by you at that time in which 
the word “fired” or “canned” was used?—A. There was 
not. 


Q. After you had signed the order for the removal of Mr. 
Strong did you have any communication with Thelen & 
Marrin’s office or Smith & Brown's office?—A. I did. 

Q. Will you please state what it was?—A. I had my secre- 
tary call up both those gentlemen, and I spoke over the 
phone with Mr. Thelen—I believe it was Mr. Thelen and not 
Mr. Marrin, but it was one of the two—and I spoke with Mr. 
Brown. They told me that they had made an investigation 
relative to Mr. Hunter and they had found nothing which 
would disqualify him from receiving the position of receiver, 
although Mr. Brown stated that he was unwilling to take 
the attitude of approving anyone else but Mr. Strong. 

Q. Did you that day receive any word from Mr. Leake 
bearing on the subject of Mr. Hunter?—A. I did. I received 
word from Mr. Leake to the effect that Mr. Hunter was 
available. 

Q. What, if any, word or message did you give to him in 
regard to seeing Mr. Hunter?—A. I requested him to tell Mr. 
Hunter to come out to my chambers, so that I might take up 
with him the matter of his appointment. I also told him at 
the same time that I had removed Mr. Addison Strong. 

Q. Did you later that day see Mr. Hunter?—A. I did. 
He came out. 

Q. When did you see him?—A. In the latter part of that 
afternoon. He came out accompanied, as I recall it, by a 
man from some bonding company; and I made the order, 
approved the bond, and Mr. Hunter qualified, I understand, 
that afternoon. 

Q. In the selection and appointment of Mr. Hunter, were 
you influenced in any way or by any person other than you 
have testified to?—A. I was not. 

Q. Did Mr. W. S. Leake demand of you the appointment of 
Mr. Hunter?—A. He did not. 

Q. In the allowance of fees to Mr. Hunter as receiver, and 
in the allowance of fees to the attorneys, were you influenced 
in any way or to any extent except by the record made in 
open court, the papers on file, and the testimony which you 
heard?—A. I was not. 

Q. Did you participate to the extent of a single cent in any 
allowance made to Mr. Hunter or to his attorneys?—A. De- 
cidedly not. 

Q. How long had you known John Douglas Short and the 
firm of Keyes & Erskine?—A. I knew the firm of Keyes & 
Erskine almost from the time that I started to practice law. 
I knew Mr. Keyes quite well. I knew Mr. Herbert Erskine 
casually. I did not know Mr. Morse Erskine at all until the 
Russell-Colvin matter. Mr. Short I became acquainted with 
after I had taken up room 26 at the Fairmont. Mr. Short 
I saw on several occasions, and was introduced to him. His 
father-in-law, Mr. Hathaway, was a resident of the Fairmont 
Hotel with whom I was acquainted. 
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Q. Did you examine the work done by those lawyers, as 
shown by the records of your court?—A. I had. 

Q. State whether or not it met with your approval.— A. It 
did. 

Q. Do you know G. H. Gilbert?—A. I do. 

Q. How long have you known him?—A. I have known him 
for over 12 years. 3 

Q. Will you please state as briefly as possible the extent of 
your relationship with him?—A. I met Mr. Gilbert at the 
Scottish Rite Auditorium, of which bodies he and I are both 
members. I also know that he was interested in my cam- 
paigns to the extent that when I met him at these fraternal 
meetings he would ask me for election cards that he might 
distribute them among his friends; but my acquaintanceship 
was most casual. It was not social. I had never been to 
his home. He had never been to mine. I had never had 
a meal with him anywhere, and I had never gone about 
with him or met him anywhere except in that fraternal way 
that I speak of. 

Q. In the 8 years that you were on the trial bench, the 
superior court bench of San Francisco, and the 5 years 
that you were on the Federal bench in how many receiver- 
ships did you appoint him?—A. I appointed him in four 
receiverships. 

Q. Did you appoint him in any while you were on the trial 
bench of the superior court?—A. I did not. 

Q. Do you recall his appointment as one of the appraisers 
in the Brickell estate? -A. I do. 

Q. Did you make any order for his compensation in that 
matter except the order settling the final account?—A. I 
did not, unless you allude to the order appointing him 


originally. 

Mr. LINFORTH. We offer at this time, if the court please, 
a certified copy of the first and final account of the Crocker 
First Federal Trust Co., special administrator of the estate of 
Howard Brickell, deceased, and a certified copy of the order 
of the court settling that account; and we call attention to 
the following items on page 9 under date of December 
1, 1927: 

Paid the following for services in appraising the estate of Howard 
Brickell, deceased: 

R. F. Morgan, $750. 

W. S. Leake, $500. 


(The certified copy of the first and final account above 
referred to was marked U.S. S. Exhibit S.“) 

Mr. Manager SUMNERS. May we see that? 

Mr. LINFORTH. Certainly. 

(The paper was handed to Mr. Manager SUMNERS.) 

By Mr. LINFORTH: 

Q. Upon whose testimony did you settle that account?— 
A. Upon the testimony of the trust officer of the First Fed- 
eral Trust Co., which was associated with the Crocker 
National Bank. 

Q. Briefly, in a word, what was his testimony as to the 
correctness of that account?—A. His testimony was to the 
effect that it was true and correct. 

Q. Did you believe and rely upon that testimony?—A. I 
did. 

Q. Was there any opposition made by anyone to it?— 
A. There was not. 

Q. At that time did you know or did you have any infor- 
mation at all on the subject of what service had been 
rendered by any one of the three appraisers?—-A. I did not. 
The circumstance was merely this: That in those probate 
accounts they are properly noticed, they come before the 
court, you look over the account in a casual way, and where 
there is no opposition, and the man who goes upon the 
stand to verify them testifies to their truth, it is more or less 
a formality. 

Q. Did you participate to the extent of a single cent in 
any fees Mr. Gilbert received in any matters in which you 
had appointed him?—A. I did not. 

Q. Were you familiar, from the records and files of your 
court, with the services he rendered as receiver in the four 
cases to which you have referred?—A. Iam. ` 
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Q. Did those services meet with your approval?—A. They 
did. 

Q. Will you please state how long you have known the 
firm of Dinkelspiel & Dinkelspiel?—A. I knew Mr. Dinkel- 
spiel, the father, casually from the time I started to practice 
law, but I never knew his sons, either John Walton Dinkel- 
spiel or Martin Dinkelspiel, until the time of the Sonora 
Phonograph case. 

Q. Has either one of them ever been a political friend of 
yours?—A. He has not. 

Q. Do you know, and did you know at the time you ap- 
pointed them as attorneys for receivers, their standing at 
the bar of California?—A. I knew their reputation as being 
one of the firms most fitted for work in regard to bank- 
ruptcy and receiverships. 

Q. In how many cases during the 13 years you were on 
the bench did you appoint them as attorneys in any mat- 
ters?—A. Four times. 

Q. Can you state what the four cases were?—A. The 
Sonora Phonograph Co., the Prudential Holding Co., the 
Golden State Asparagus Co., and the Fageol Motors Co. 

Q. Are you familiar with the work they did in those 
matters as shown by the files of your court?—A. I am. 

Q. Did that work so done by them meet with your ap- 
proval?—A. It did. 

Q. Did you participate to the extent of a single dime in 
any fees allowed to them in any matters?—A. Not to the 
extent of a cent. 

Q. Calling your attention to the Prudential Holding Co. 
case, so-called, will you state under what circumstances you 
appointed the receiver in that case?—A. There came to my 
chambers a Mr. Kearsley, an attorney from Los Angeles, 
and Mr. J. H. Stephens. They presented to me a petition 
requesting the appointment of a receiver. I went over the 
petition and read it and asked Mr. Kearsley concerning it, 
and he told me such facts as he had concerning the matter. 
He introduced Mr. J. H. Stephens as the vice president of 
the defendant company, and I said to Mr. Stephens, “Are 
you acquainted with the facts set forth in this petition?” 
He said, Yes.” I said, “Are they true?” He said, They 
are.” “Well”, I said, “what do you feel about it?” He 
said, “I think something ought to be done.” I said, “ Well, 
do you approve of this receivership going upon your com- 
pany?” He said, Yes; I think it ought to be done.” 

At that time I thought it was a friendly suit in which the 
plaintiff and defendant were agreeable and willing to have 
the receivership entered into. 

Q. When you made that order did you have any knowledge 
or information in regard to Mr. Stephens’ connection with 
the company other than what you have narrated?—A. I 
did not. 

Q. Were any fees ever allowed by you to either attorney or 
receiver in that matter?—A. They were not. My order pre- 
cluded that. 

Q. How long have you known Samuel M. Shortridge, Jr.?— 
A. I have known him for about 12 years in a very casual 
way. 

Q. While you were State judge, during the period of 8 
years, did you make any appointment to him of any kind? 
A. I did not. 

Q. In the 5 years you have been Federal judge in how 
many cases has he received appointments from you?—A. In 
two instances, 

Q. What two?—A. In Blanchard v. Lane and in Lay v. 
The Lumbermen’s Reciprocal Association, 

Q. Will you please state how he happened to be appointed 
by you in those two cases?—A. In both instances the parties 
litigant, in writing, requested his appointment. 

Q. Did you consider him competent to act as receiver in 
each case?—A. I did. 

Q. Did you fix his compensation in either case?—A. Yes; 
in one case. 

Q. Which?—A. Lay v. The Lumbermens’ Reciprocal Asso- 
ciation. 

Q. At what amount did you fix his compensation?—A. 
With the approval and consent of the plaintiff and defend- 
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ant in the action, I fixed his compensation on account at 
$6,000—$3,000 in two instances, making six. 

Q. Did you at that time honestly believe such amount to 
be the reasonable value of the service rendered?—A. I did. 

Q. Did you receive one dime of the compensation received 
by Samuel M. Shortridge, Jr.?—A. I did not. 

Q. Did you fix his fee in the Lane case, so-called?—A. I 
did not. 

Q. You have in mind the order which has been offered in 
evidence of date December 15, 1931, which contains the 
proviso order, so-called? A. I have. 

Q. Was that order made by you after the settlement of 
the final account of the receiver, Mr. Shortridge?—A. It was. 

Q. What order did you make or announce orally in court, 
if any, upon the submission of that matter?—A. There were 
something like 52 objections to the account as prepared and 
presented by the receiver. I do not recall my rulings on the 
various 52 propositions. I know in some instances I decided 
in favor of the opposition, but my final order was to the 
effect that the funds and properties of the estate should be 
turned over as directed in the mandate of the circuit court, 
and I settled the account on the objections. 

Q. Just diverting a minute from that case, heretofore I 
have asked you whether or not you received any money out 
of any of these fees. May I ask you, in one general question, 
did you receive any compensation, no matter in what form, 
out of any of these fees which have been referred to here? 
A. I have not. 

Q. Would you state to the Presiding Officer and the mem- 
bers of the court the circumstances under which you signed 
that order as of December 15 in the Lay case containing 
the proviso order or condition?—A. The formal order in the 
Lay case settling the accounts was brought to me by Mr. 
Marshall Woodworth. I read it over and came to that part 
of the order which consisted of the proviso, and I asked 
him why that proviso appeared in the order. He told me 
that he had been negotiating with Mr. Guerena for some 
time relative to a bond which would be furnished by Mr. 
Guerena's client at the time the funds were turned over by 
the receiver to his client. 

We discussed the question. I asked him if there was going 
to be an appeal, in his opinion, and he seemed to be in doubt 
as to that point, and I got the impression he thought there 
would not be. But he said that pending this settlement 
about the bond, because they had come to the conclusion 
there should be a bond, but not as to the amount, he would 
like to have this proviso in effect. 

I signed the order, and after Mr. Woodworth had gone 
away, it occurred to me what was the purpose of the order, 
and I felt that that order was erroneous, and I sent for Mr. 
Woodworth and I said to Mr. Woodworth, “I believe that 
that proviso is erroneous and should be stricken from the 
order.” He said, Judge, I am willing to do anything you 
say if you feel that way, although I do not agree with you.” 
I said, “However, since an appeal has been taken, I have 
grave doubts if I have authority to modify the order by 
striking out that proviso. Can you not arrange a stipula- 
tion for that purpose which I will approve?” Je said he 
thought he could, and he went away, and he came back 
with a stipulation on the part of all parties, as I have sug- 
gested, setting aside the proviso, and I signed my order in 
conformity to that stipulation which he secured. I think 
the order was erroneous, and I at that time thought so, 
when I spoke to Mr. Woodworth. 

Q. In the making of that order of December 15, did you 
have any thought or intention of defying the mandate of 
the court of appeals?—A. I did not. 

Q. How long have you known Mr. Marshall Woodworth, 
and what has been the extent of your acquaintanceship 
with him?—A. I had heard of Mr. Woodworth prior to my 
selection as United States judge. In fact, I understood he 
was one of the candidates for the very position that I now 
occupy, but I never met Mr. Woodworth until after I was 
sworn in as United States district judge. I had only seen 
Mr. Woodworth as an attorney in and about the courts. 
He has a great deal of Federal court business in San Fran- 
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cisco, and I observed that he handled it in a very good 
manner. 

Q. In how many matters have you made any appointment 
in his favor during the 8 years you were on the State 
bench and the 5 years you were on the Federal bench?— 
A. Were it not for the testimony of Mr. Woodworth at 
this hearing, which I have not verified, in connection with 
the Pioneer Fruit Co., I would have said that I only ap- 
pointed him in one instance, but he said that I appointed 
him attorney for the receiver in the Pioneer Fruit Co. case. 
I knew I did not appoint the receiver, and I did not think 
I appointed the attorney, but Mr. Woodworth probably is 
correct. In that event I appointed him in two cases. 

Q. Did you receive or have you received, directly or in- 
directly, any part of any compensation that has been 
awarded to him in the two matters that you have referred 
to?—A. I have not. 

Q. Do you know Mr. William C. Crook, who has been a 
witness here?—A. I do. 

Q. Did you have any talk with him on the subject of his 
appointment as receiver in the Fageol case, so-called?— 
A. I did. 

Q. When and where did that conversation take place and 
what was it?—A. One or two days before the petition in 
the Fageol case was presented to me, Mr. Crook called upon 
me at my chambers. I had known him from the year 1919, 
at which time I had met him in the Mechanics Mercantile 
Institute and had played draughts or checkers with him. 
He told me that a company in which he was employed as 
an accountant, that is, the Fageol Motors Co., he believed 
was going into an equity suit. He said that he was the 
choice of a Mr. Bill, the president, and, in fact, of all par- 
ties to the suit, and he wanted to know if this case came 
before me if I would appoint him receiver. I told him that I 
would make no promises in advance, but the fact of my 
acquaintanceship, of course, would not militate against him. 

Q. Was his name presented when the application was 
filed and presented to you?—A. It was not, as far as I know, 
referred to; and I say that because the information I got 
was from my secretary, who advised me as to who was 
wanted by the various parties. 

Q. Did you see him subsequently to the appointment of 
the receiver in that case?—A. I did. 

Q. Did you at that time, in words or substance, say to 
him, They double-crossed you, and I double-crossed them? 
A. I did not. The circumstances were as follows: I met him 
a day or so after the appointment in the corridor of the 
post-office building. He said to me, What happened, 
Judge; what happened?” I said, “Step into my chambers, 
and I will talk to you.” He said. Why did you not appoint 
me receiver?” I said, “ Mr. Crook, you were not even sug- 
gested by the parties for receiver.“ Why”, he said, 
“under those circumstances I have been double-crossed ”, 
and I said, “Apparently you have, from what you have 
told me.” 

Q. You have already said that you know Mr. Marrin. 
Did you at any time ever say to him, in words or substance, 
“These receiverships are the ‘plums and sugar’ in that 
business? "—A. I did not. 

Q. Just a final question, Judge. In the discharge of your 
duties as judge of the superior court and in the discharge 
of your duties as judge of the Federal court, have you, at all 
times, to the extent of your ability, obeyed the oath of office 
which you took in each instance? 

Mr. Manager SUMNERS rose. 

The WITNESS. I have. 

Mr. Manager SUMNERS. Wait a minute; we do not 
think that testimony is permissible. 

The VICE PRESIDENT. The witness has answered the 
question. 

Mr. Manager SUMNERS. Very well; let it go. 

The VICE PRESIDENT. The Senate will determine 
whether they want to take it into consideration. 

Mr. LINFORTH. I asked the question because the Judge’s 
good faith has been attacked. 
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Mr. Manager SUMNERS. We will let it go. 

Mr. LINFORTH. You may take the witness. 

The VICE PRESIDENT. The managers on the part of the 
House will proceed with the cross-examination. 

RECESS 

Mr. LINFORTH. Mr. Manager Sumnenrs, will you pardon 
me for a moment? The judge has been on his feet for 2 
hours. Would it be out of order, Mr. Vice President, to 
suggest a recess of about 5 minutes? 

Mr. ASHURST. Mr. President, I ask unanimous consent 
that the Senate sitting as a Court of Impeachment take a 
recess for 5 minutes. 

The VICE PRESIDENT. Is there objection? The Chair 
hears none, and the Senate will stand in recess for 5 
minutes. 

Thereupon (at 12 o’clock and 7 minutes p.m.) the Senate 
sitting as a Court of Impeachment took a recess for 5 min- 
utes. At the expiration of the recess the Senate sitting as a 
court reassembled. 

The VICE PRESIDENT. Counsel for managers on the 
part of the House will proceed. 

Cross-examination by Mr. Manager SUMNERS: 

Q. Judge Louderback, directing your attention first to 
the matter concerning which you testified at the conclu- 
sion of your direct examination, and that is in the State 
court, the Superior Court of the State of California, in the 
matter of the Brickell estate, who suggested, if anybody, 
Messrs. Leake and Gilbert?—A. No one suggested them. I 
acted on my own initiative. 

Q. Did you believe that Mr. Gilbert was a proper man 
and qualified to act as an appraiser of that estate?—A. I 
did. 

Q. Upon what did you base your opinion?—A. Because 
I thought from talking with him that he was a man of 
good judgment. 

Q. Did you believe him to be a man of good information 
with regard to matters of that sort? —A. I thought so. I 
know that I, myself, when I was a young attorney, was ap- 
pointed by Judge Coffey in the appraisership of real prop- 
erty and other property. 

Q. Did you regard yourself as well qualified for that serv- 
ice?—A. I think I performed my services to the satisfaction 
of the court. 

Q. How do you think Mr. Gilbert performed his services 
in this matter, or have you any information about it?—A. 
Since he has made the statement that he did as he did, as 
I understand he did not view the property, I would not 
approve of him doing such a limited amount of service, but 
accepting the recommendation of somebody else. I think 
the chances are, if I had known he had not done that, he 
probably would not have received any further appoint- 
ments from me. 

Q. Do you think it would have done any good if he had 
gone out and looked at the property?—-A. I do not know 
that it is necessary—it is not always necessary to go and see 
the property, although I have as an appraiser done so, but I 
do think it is necessary to make a thorough investigation. 

Q. The point I am getting at is: In your judgment, if 
Mr. Gilbert had looked at the property, in view of his testi- 
mony and in view of the known fact that he had spent his 
life operating telegraph instruments and supervising those 
who did, how did you conclude him to be a good man and 
a competent man to determine the value of real estate?— 
A. I think any man of intelligence can find out what the 
value of real estate is. Whether he is acquainted with 
values in any particular locality or not, he can make the 
proper inquiries. 

Q. I want to get your notion. If you had wanted to pur- 
chase some real estate and to know the value of your con- 
templated purchase, would you have sought a man of Mr. 
Gilbert’s information?—A. Not unless he had made investi- 
gation for that purpose and had reached a conclusion. 

Q. Judge Louderback, do you not know, as a matter of 
fact, that at the time you appointed him he did not have 
any qualifications to discharge duties of that kind?—A. I 
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did not know any such thing. I had met him and he im- 
pressed me as a young man of intelligence. I think the 
work which he has done as receiver verifies that. 

Q. We will come to that a little later on. I want to get 
your notion about this appointment. Where do you live?— 
A. I live at 107—if you mean by living that that is my 
residence—107 Ardmore Road, Kensington district, Contra 
Costa County, Calif. 

Q. How long have you lived there?—A. I have lived there 
from on or about the 17th—perhaps it is better to say the 
6th of April 1930. 

Q. Where do you reside, to draw a distinction between 
where you live and where you reside?—A. If you mean 
where I sleep, I sleep frequently at the Fairmont Hotel. 

Q. When you are not sleeping at your brother’s home and 
not sleeping at the Fairmont Hotel, except in those instances 
where you go away on vacation or hold court out of San 
Francisco, where do you sleep?—A. I have no regular place 
of sleeping except the Fairmont Hotel in San Francisco. 

Q. I am not talking about a regular place of sleeping. I 
want to know where do you sleep?—A. I do not know what 
you mean. 

Q. I mean when you go to sleep, when you shut your eyes, 
or snore, or something?—A. I have slept at the Hotel Fair- 
mont and I do not know anything else you refer to. 

Q. Did you stay at any other hotel in San Francisco?— 
A. Ihave. Ihave stayed at the Stewart Hoiel on occasions. 

Q. Was that during the time you were paying rent on 
room 26 in the Fairmont Hotel?—A. That is since I went 
over to Contra Costa County to make my home there. 

Q. That is not my question. Was that since you were pay- 
ing rent on room 26 in the Fairmont Hotel?—A. I believe so. 

Q. Does anybody except yourself occupy room 26 in the 
Fairmont Hotel?—A. No. I do not know of anybody ever 
sleeping there except myself since the 21st day of Septem- 
ber 1929. 

Q. What was the reason or was there any reason other 
than those you have detailed as to why you went to room 
26?—A. There was no other reason at the time I took room 
26 other than I have expressed. 

Q. Have you had any reason since you have been there for 
remaining there and remaining in a room registered in the 
name of Mr. Sam Leake?—A. There is no other reason for 
remaining in the room, but I presume what you are alluding 
to is some testimony I gave with regard to being registered 
at the hotel. 

Q. No; I am just alluding to the fact—A. I may state 
I presume you allude to some testimony I gave before the 
committee when I said that after I had secured my home 
in Contra Costa County I asked Mr. Leake if I could remain 
on in the room, using the room, without the necessity of 
changing the conditions where I was not registered; that I 
did not want to be registered there and 

Q. What rent do you pay for your room in Contra Costa 
County?—A. I pay nothing. My brother has never exacted 
anything from me. 

Q. The only place where you pay anything for the privi- 
lege of living is in room 26 in the Fairmont Hotel?—A. May 
I have the question read? 

The VICE PRESIDENT. The question will be read. 

The Official Reporter read as follows: 

Q. The only place where you pay anything for the privilege of 
living is in room 26 in the Fairmont Hotel? 

The WITNESS. That is correct so far as rent goes. 

By Mr. Manager PERKINS: 

Q. What else do you pay other than rent? What do you 
mean by so far as rent goes? -A. I mean that is the only 
place I pay rent. 

Q. I thought so.—A. I never have paid rent at my father’s 
home nor do I pay rent at my brother’s home and my home. 

Q. You do not pay rent at your brother’s home, because 
as a matter of honest-to-goodness fact you do not live over 
there, do you?—A. That is not true. If you mean by living 
over there, that is my domicile or my home. 
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Q. You have stayed there 4 nights in about 3 or 4 years, 
have you not?—A. Everything I have stated here regarding 
my presence there is true. 

Q. Do you go there any more frequently now than you 
used to?—A. I go there once or twice a week on an average 
right straight along. It is necessary for me to do so because 
I have to go there, for instance, if I am going to use a tuxedo. 
My tuxedo is over there. If I wish to go away on a trip or 
in the summer, all my clothes are there. 

Q. Why do you not keep your tuxedo where you live? It 
would be handier, would it not?—A. The reason why I keep 
my property there is because I look upon it as my home, 
and I have always hoped that I would be able to go over 
there and not have asthma. I may say very candidly I do 
not know what occasions my asthma at my brother’s home. 
It may be the plants around there or it may be the fact that 
the hair and odor and dandruff of the cat cause it, because 
I know that that does cause asthmatics to have asthma. 

Q. Have you discussed in your brother’s family that 
maybe you or the cat, one or the other, cannot live there?— 
A. I certainly have, and the regrettable feature of it is that 
I do not like to change my brother’s ways. The cat is a 
cat he has had something like 14 years, and is over there 
today and has the run of the house. At one time my sister- 
in-law thought perhaps if they had a vacuum system in the 
house that I would not be subject then to an asthma attack; 
but after they had gone to that trouble, on an evening I 
went there with the hope of staying overnight, asthma came 
on in the latter part of the evening and I went back to San 
Francisco. 

Q. Is it not a fact, having tested the matter out over 
there, it was determined you could not live over there?—A. 
Under present conditions, apparently, I cannot. 

Q. And do not?—A. I have not slept there, if you mean 
that. I have not slept in that place. I consider it my home. 
It is the only place I have to go back to; and in the event, 
for instance, as an example, that I was not able to pay rent 
at the hotel, there is the place I would go and live. I would 
have to whether I had asthma or not. 

Q. As a judge passing on the question, would you hold it 
to be the home of a person who could not live at that 
place?—A. I understand residence once acquired remains 
with the person who acquires it until he acquires a new 
residence. In this case I did not transfer residence from 
the Fairmont Hotel—— 

Q. You do not think the tuxedo could change your resi- 
dence?—A. Just a moment. I did not transfer my residence 
from the Fairmont Hotel to Ardmore Road. I transferred it 
from 666 Post Street, although I had been living more than 
5 months at the Fairmont Hotel at the time. 

Q. You stated the only reason you have for not register- 
ing at this hotel in the room which you occupy is because of 
a suit?—A. May I have the question read? 

Q. May I reframe the question and ask another ques- 
tion? I think I will not pursue the question further. I will 
let it go. 

Judge Louderback, is it not a fact, when you testified 
before the committee on the occasion that you came to 
Washington, you gave as one of the reasons for this ar- 
rangement and for not registering in this hotel “ because 
registration is an element upon which to predicate resi- 
dence, and I wanted to maintain residence in Contra Costa 
County, and I assure you gentlemen I believe that one 
reason why that suit was not instituted was because I have 
that residence, because it could have been transferred to 
Contra Costa County on account of the California laws ”?— 
A. I recognize the fact that if any suit was instituted it 
could be transferred to Contra Costa County, and I gave the 
testimony—I do not know that it is exactly as you read it, 
but in substance along that line. 

Q. In other words, if when you stopped at the Fairmont 
Hotel the register had shown the absolute fact, that prob- 
ably could have been used to predicate a suit against you 
in San Francisco? Is that the fact?—A. I do not know 
about a suit against me, but that might have been an ele- 
ment on which to consider the matter of residence. 
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Q. And you avoided the possibility of the fact of your 
occupancy of room 26 becoming evidence from the hotel 
register, did you not?—A. The value of that thought did 
not become of any importance at the time I went to the 
Fairmont. As of that time I had no idea that the separa- 
tion which had occurred would possibly become permanent, 
and it was for that reason that I went to the Fairmont and 
did not want to be registered, because I did not want un- 
desirable notoriety. 

Q. When did it become evident that the separation would 
probably become permanent? Did you not testify about 
that, too?—A. I realized about the Ist of April that that 
was likely to become permanent and it was necessary, in- 
stead of having a temporary home, to have a permanent 
one, and I thought it would be very nice indeed. Then I 
reached the point where, if there was any publicity to hap- 
pen, it would just have to happen. 

Q. That was about April of the year?—A. That is correct, 
1930. 

Q. After it became apparent that publicity would come, 
if it had to come, why did you not register this fact on the 
register of the hotel?—A. I think I have already explained 
that. I said it cannot proceed as it is. I had no reason 
to change. I happened to make the statement to Mr. Leake 
after I had made the transfer over and had the asthma 
and was still staying on in the room. I told him that 
registration was an element on which to found residence. I 
said that. 

Q. The only value of registration—and the only object 
of a registration—is to show where a person is sleeping, is it 
not—what room he is occupying? Is there any other reason 
than that?—A. I can only say that that seems to be an 
element which is used sometimes by lawyers in connection 
with cases. 

Q. Put it this way, Judge: I do not want to press it too 
far. If, in the trial of the contemplated lawsuit, evidence 
should be offered that you were registered at that hotel on 
the nights when you stayed there, you would feel that 
there would be a better chance to have the lawsuit tried in 
San Francisco than in Contra Costa County, would you 
not?—A. Well, not for one night. 

Q. No; I did not ask you that. If the register should 
show, during all the nights you occupied room 26, that you 
were actually in room 26, that fact would give you a poorer 
chance, to put it that way?—A. Well, I might say this: It 
might be introduced as an element; but I think that the 
failure to register—the deliberate not registering—shows a 
bona-fide intent on the part of the person not to claim any 
place as his home but the place in which he is registered, 
and which he looks at as his home. 

Q. And you wanted to be in a position, in the contem- 
plated lawsuit, to be able to claim that you lived in Contra 
Costa County, and that there was no register in any hotel 
that showed that you lived anywhere else. That is what you 
wanted, is it not?—A. Yes; if there was a suit, I would feel 
inclined to look at it that way, that it ought to be in Contra 
Costa County. The publicity in Martinez, a little town of 
that county, would not be commensurate with the publicity 
which you would get in a city like San Francisco for one 
occupying my position. But if you mean by that that I 
made this change and established my home primarily and 
solely and exclusively with that in view you are mistaken. It 
was the intention to make a legitimate home. 

Q. And you stated to the committee, I believe, that you 
considered that if the possible plaintiff would have to go to 
Contra Costa County instead of suing you in San Francisco 
that suit might not be brought. Did you make that state- 
ment?—A. I believe I stated that I thought the suit had not 
been brought because of the discovery of the fact that I 
was a resident other than of San Francisco County; but I 
am not fearing any suit at the present time. 

Q. Did you make this statement: 

I assure you, gentlemen, I believe the only reason why that 
suit was not instituted was because I had that residence; because 


it could have been transferred to Contra Costa County on account 
of the California law. 
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The WITNESS. That is true. I was there stating the 
state of mind of another person—my conclusions. 

Q. You had known Mr. Leake for a good while, I believe? 
A. I met Mr. Leake in 1918, when I was in the service of 
the United States. 

Q. And Mr. Leake was active in your behalf in your second 
campaign for the State judgeship?—A. He was. He gave 
me some helpful suggestions. 

Q. Mr. Leake has had for a long time an interest in politics 
in California?—A. I am so informed. 

Q. Did you not testify on your appearance before the com- 
mittee that Mr. Leake had been active in politics in San 
Francisco and that section of the country in California and 
spent a great deal of time around the legislature?—A. I did; 
but all those transactions that I referred to there were in- 
formation that I had received to the effect that he had been 
so active. It was before I knew him. 

Q. Had he been a lobbyist in the legislature, or what had 
he been doing?—A. I did not know that he was a lobbyist— 
only, perhaps, in his activities in defeating Dan Burns for 
the United States Senate. I understood he had represented 
the Spreckels’ interests at that time. 

Q. He represented the Spreckels’ interests before the legis- 
lature in the defeat of this candidate for the Senate at the 
time when the legislature elected Senators?—A. That is cor- 
rect. That is correct as far as my information is concerned. 
That was long before I knew him or knew about the facts 
that you speak of. 

Q. Have you been a patient of Mr. Leake?—A. I never 
have. 

Q. Did you ever make any contribution to Mr. Leake?— 
A. I have not. 

Q. Did you ever loan him money?—A. I have. 

Q. Was it paid back?—A. I think he has. 

Q. Do you not know he has not?—A. No; I think he has. 

Q. Has he paid it all back?—A. I think so. 

Q. When did you make these loans, Judge?—A. Several 
times during the course of my acquaintance with Mr. 
Leake—I do not know just exactly the dates—he has asked 
me if he could borrow from me a certain amount of money, 
a couple of hundred dollars, and I have let him have it; 
and then in a certain amount of time he has paid it back. 

Q. What is the largest amount you have loaned him? — A. 
I think the largest amount I ever loaned Mr. Leake was 
$350, which was when I was a State judge. 

Q. Will you be good enough to examine those? (Handing 
papers to witness.) I think those are your returns. I will 
state to counsel that I am now offering for the inspection 
of——— 

The VICE PRESIDENT. Counsel cannot be heard by the 
Senate. He is not talking into the microphone, or raising 
his voice. 

Mr. Manager SUMNERS. That is true. I forget about 
the microphone. I am now offering for the inspection of 
the respondent his tax returns for 1930, 1931, and 1932. I 
do not know whether the one in hand is for 1929 or not. 

Mr. Manager BROWNING. Yes; it is. 

Mr. LINFORTH. Mr. President, if there is any purpose 
or intent of offering any tax return of the witness upon the 
stand, we want to make the objection that that is confi- 
dential and not a matter of court inquiry. 

Mr. Manager SUMNERS. We do not offer any sugges- 
tions as to counsel’s observation, but insist that there is 
not anything in his observation. 

Mr. LINFORTH. But you cannot do indirectly that 
which you cannot do directly. If they cannot offer the 
individual tax return of a citizen, they surely cannot ex- 
amine that citizen on the contents of the paper; and for 
that reason we object to the question. 

Mr. Manager SUMNERS. We offer these papers at the 
moment—we do not preclude ourselves from offering them 
in a different way—for the purpose of refreshing the mem- 
ory of the witness, and saving time. 

The VICE PRESIDENT. The Chair recalls that the wit- 
ness was testifying as to the number of borrowings and 
amounts of money borrowed by Mr. Leake from the witness. 
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The Chair understands that the managers on the part of 
the House are offering these papers to the witness to refresh 
his memory, in order that he may answer accurately the 
questions asked by the managers of the House. If that is 
correct, they are admissible to the witness for that purpose. 

Mr. Manager SUMNERS. Mr. President, we do not offer 
them for that purpose. We offer them to refresh the mem- 
ory of the witness, to ask the witness to what tribunal he 
rendered his taxes for the years 1929, 1930, 1931, and 1932, as 
bearing upon the question of this witness’s residence. 

The VICE PRESIDENT. As bearing upon what? 

Mr. Manager SUMNERS. We asked the witness where he 
rendered his taxes—what place in the rendition of his taxes 
he indicated his residence to be. 

The VICE PRESIDENT. What taxes? 

Mr. Manager SUMNERS. His personal taxes. 

The VICE PRESIDENT. For the purpose of showing his 
residence? 

Mr. Manager SUMNERS. That is right. 

The VICE PRESIDENT. The Chair thinks they are ad- 
missible for that purpose. 

The WITNESS. I have viewed the four tax returns that 
you have shown me, and I note there is a printed statement 
above my oath as to how much property I own to the effect 
that I live in the city and county of San Francisco. I might 
state, regarding those returns, that I signed them without 
appreciating the fact that there was any statement of resi- 
dence before them; and if you have the one for this year, you 
will find where I corrected that very point with the assessor, 
and wrote in—and he questioned whether I should do that— 
and wrote in the fact that I lived on Ardmore Road. I did 
not recall the fact that the affidavit appeared that way. 

Why I pay my personal taxes in San Francisco is because 
the property which I have in Contra Costa County is exempt 
property. The automobile is registered to me in Contra 
Costa County; but I have the privilege, inasmuch as I use it 
now chiefly in San Francisco County, to pay it where the 
automobile is, or where the automobile is registered. This 
year it happened I paid my bill for my automobile in Contra 
Costa County because I found that in Contra Costa County 
the assessment was a valuation of $100, and in San Francisco 
$150. I took advantage of that situation. 

By Mr. Manager SUMNERS: 

Q. The personal tax is lower in San Francisco than in 
Contra Costa County?—A. It was until this year. However, 
the personal property which is set forth there is not the 
personal property which I have in my trunk and in my room. 
It is the furnishings of what formerly was my home at 666 
Post Street, which I own, where Mrs. Louderback makes her 
residence; and in San Francisco they assess that particular 
property to some real property which my brother and I own 
jointly. That is the reason why it is assessed in connection 
with the real property; and as far as the reading of that 
affidavit goes, I will say candidly that I did not recall it 
when I signed the oath, and had no intention of making 
such a representation. 

Q. May I ask you this question? You are a lawyer, of 
course, and it will save a lot of investigation, possibly. Under 
the laws of the State of California are not personal taxes 
paid at the place of residence of the payor?—A. I under- 
stand they can be, or they can be paid in the place where 
they actually are existing. 

Q. Where the personal property happens to be?—A. Yes. 
At least, that is what the assessor, Mr. Walden, told me. I 
know that I had a controversy about that very thing the 
last time that I made my statement. He said to me, “ You 
can pay for your automobile either in San Francisco County 
or in Contra Costa County”; and you will notice that my 
tax bills state, on the rear, “ Registration from 107 Ardmore 
Road, Kensington District, Contra Costa”, referring to my 
Buick automobile. This is the one of 1931. 

Q. Where are the others?—A. And the one of 1932 says: 
“ Buick automobile registered in Contra Costa County, but 

car is now in San Francisco County all the time, and wishes 
to have it assessed there.” That appears upon those docu- 
ments you have presented. 
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The VICE PRESIDENT. The Chair designates the senior 
Senator from Alabama [Mr. Biack] as the Presiding Officer 
for the day. 

Thereupon Mr. BLACK took the chair as Presiding Officer 
for the day. 

By Mr. Manager SUMNERS: 

Q. How much cheaper is it to register in San Francisco 
than in Contra Costa County?—A. In the case of my Buick, 
the assessed value in Contra Costa is $100, and the assessed 
value at San Francisco is $150. 

Q. With regard to the Russell-Colvin Co. matter, they 
were members of the San Francisco Stock Exchange, were 
they not?—A. I was so advised. 

Q. Does the San Francisco Stock Exchange bear any repu- 
tation; or did you have any information to make you believe 
that it would be dangerous to the interests of the creditors 
for the attorney employed by the stock exchange to act as 
the attorney for the administrator in that matter?—A. I was 
not operating on any general reputation of the stock ex- 
change. I was depending upon this fact, that there might 
be conflicting interests. The stock-exchange rules provide 
that any member that has a seat there must pay off his 
fellow members first before any sale can be made of it and 
the balance given to the estate. I did not know what con- 
flicts besides that might exist between the stock exchange 
and these parties, and I was impressed by the fact of the 
vital interest expressed by the stock-exchange attorneys in 
presenting this matter to me, and their endeavor, of these 
various attorneys, to secure the control of the receiver and 
his attorney. 

Q. Did you not understand, Judge Louderback, that the 
interests of the stock exchange behind the whole matter 
were to bring about an equitable receivership, a cheap r 
ceivership, to save all they could to the creditors, and the 
plan hit upon was to get their attorney, who was familiar 
with the facts in the case, and the man who had been 
auditor for the concern?—A. I know that is their allegation, 
and I believe that they were interested in their own mem- 
bership; but in an estate like this, there are other creditors 
who are not stock-exchange members. 

Q. But was not the interest of the stock exchange ap- 
parent in getting for the other creditors and preserving 
thereby the good name of the exchange—was not the in- 
terest apparent to get for them the very most that could 
be gotten through an economical administration of its af- 
fairs?—A. I did not know, and I did not care to hazard the 
estate in that way. I was not prepared to have the stock 
exchange substitute its judgment for mine in the selection 
of the officials of the court. 

Q. When you came to select the officials, as a matter of 
fact did you not take a man for receiver who then was 
what you call the headman of an important stock-exchange 
concern that was contributing one member to the board of 
control of the stock exchange?—A. I took a man who had 
knowledge of the stock-exchange business 

Mr. Manager SUMNERS. Mr. President—— 

The WITNESS. I took a man—— 

Mr. Manager SUMNERS. Mr. President—— 

The WITNESS. Who had had experience before, but I 
do not. 

Mr. Manager SUMNERS. I should like to have the wit- 
ness answer my question if he can. 

Mr. LINFORTH. I maintain, Mr. President, that he is 
answering the question. 

The PRESIDING OFFICER. The Chair does not think 
he was answering the question. 

Mr. LINFORTH. I beg your pardon. 

The WITNESS. Read the question, Mr. Reporter. 

The Official Reporter read as follows: 

Q. When you came to select the officials, as a matter of fact 
did you not take a man for receiver who then was what you 
call the head man of an important stock-exchange concern that 
was contributing one member to the board of control of the 
stock exchange? 

The WITNESS. That may be true, but I did not con- 
Sider that he was any official of the governing board of the 
exchange. 
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By Mr. Manager SUMNERS: 

Q. Do you not consider that a member of the board of 
governors has to do with governing the stock exchange 
A. I felt that Mr. Hunter would do his duty. 

Q. And that Cavalier was the employer of this Mr. Hunter 
and also a member of the stock exchange?—A. While he 
was a member, I did not know he was on the governing 
body, and I did not think Mr. Hunter was under any such 
control. 

Q. Did you ask Mr. Leake to find you somebody to take 
the place of Strong, who was connected with the stock ex- 
change?—A. I asked him to suggest somebody who had the 
qualifications necessary to handle a matter of this kind. 

Q. Did he know what you were talking about when you 
said that?—A. I have every reason to believe he did. 

Q. Is not this what you asked him, and did you not so 
testify when you were before the managers?— 

I said. Mr. Leake, do you know anybody who has these quali- 
fications? I must have someone who is associated with the stock 
exchange in some way.” 

A. I think that that was erroneous in the reading, because 
I did not mean stock exchange—in the stock business. It 
may so appear, but I meant the stock business. 

Q. Stock-market business?—A. No; acquainted with the 
stock business. 

Q. How would he be appointed? How does it come about 
that a person gets to be an expert in that sort of thing 
without being connected in some sort of mercantile way 
with stocks and bonds?—A. I imagine a man might study 
up the subject and become just as acquainted with it as the 
person who participates in it. 

Q. When Mr. Hunter was suggested to you by Mr. Leake, 
you concluded immediately that he was such a person?— 
A. I did, because I knew if he was the same Hunter who had 
handled the matter across in Berkeley he had had problems 
of a similar type he would meet with in this case, and I knew 
Mr. Hunter had made a good receiver in that case, although 
Ihad not appointed him in that case. 

Q. What did he have to do over there in a peculiar sort 
of way that fitted him for this appointment?—A. He was 
dealing with stocks and bonds of a company which was a 
sort of a finance company. 

Q. Was he not dealing primarily with the assets of a 
ranching concern?—A. He was also dealing with other ques- 
tions. The reason why I particularly know it was that my 
mother had invested money in the company, and had bought 
bonds of it, and was receiving compensation from the bonds, 
or the interest from the bonds. My brother had interests in 
it, and there was very little recovered from that company 
because it was so mishandled, but I know Mr. Hunter's serv- 
ice and his conduct of it was beyond question. 

Q. The point I ask is, were they not handling ranches, 
ranch property?—A. I presume they had that sort of prop- 
erty also, but there were also bonding issues. 

Q. Were not those issues merely issues of bonds on these 
ranch properties, just ordinary ranch property about over 
the country?—A. I understood it was a finance and bonding 
company that did business. 

Q. Did you understand, as a matter of fact, that this con- 
cern was engaged in buying and selling bonds not connected 
with the ranches they were operating?—A. I understood they 
had something else, over and above any ranches they were 
running. 

Q. May I ask you this question? Did you understand that 
they were engaged in the business of buying and selling 
stocks and bonds as that business is ordinarily understood?— 
A. I understood they had stocks and bonds. I do not know 
whether they were buying and selling them, but I under- 
stood they had those issues of bonds, and they had securi- 
ties in the form of bonds. They did purchase and sell bonds. 

Mr. Manager SUMNERS. I wish the witness would an- 
swer this question: 

By Mr. Manager SUMNERS: 

Q. These stocks and bonds which you continually refer 
to—I ask this direct question now—did you understand that 
they were stocks and bonds such as are traded in on ex- 
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changes, or were they not the stocks and bonds secured by 
the ranches they were operating? —A. I think I understand 
what you mean. I understood it was a finance and bonding 
company. I did not understand it was a broker office. 

Q. What is the difference?—A. I do not know whether I 
can explain all the differences. 

Q. Is there any?—A. I thought there was some. 

Q. How much?—A. Well, I presume that in one case they 
are operating on an exchange, and in the other case they do 
not operate on the exchange. 

Q. In one case they sell over the counter and in the other 
case they sell on the exchange. Mr. Short, whom you wanted 
to be the attorney for this concern, I believe you say was the 
son-in-law of Mr. Hathaway, who lived also at the Fairmont 
Hotel?—A. Only one suggestion there. I suggested Mr. 
Short, but I was not set upon Mr. Short’s being attorney. I 
did suggest him as the first suggestion. [To the Official 
Reporter:] Read the question, please. 

The Official Reporter read the last question. 

The WITNESS. I understood that was so. 

By Mr. Manager SUMNERS: 

Q. Was he not the only lawyer you suggested in dead 
earnest that you wanted?—A. He was not the only one I 
suggested in dead earnest, but from the way Mr. Strong 
replied to me, and the objections that he made to Mr. Short, 
and his determination to hold on to his own selection, I felt 
that when I did offer him other selections, he was not going 
to select them, and my expectations were realized, because 
when I mentioned intentionally—after his saying that he had 
no knowledge of Mr. Short—I then proceeded to pick some 
of the finest firms in San Francisco, feeling confident that 
he would not accept them, but being prepared to give him 
those firms if he had elected to take them. 

Q. Before the full committee, did you not testify: 

So I said to him—really, to tell you candidly, I did it to test 
him out as much as anything—I said, What about the firm of 
Pillsbury, Madison & Sutro?” 

You did not offer those firms in good faith—I wish I had 
another word but it does not come to me now—did you offer 
those firms in good faith or just to test him out, to see 
whether he would accept them, and have him come to a 
decision as to whether he would accept them or not?—A. I 
think the statement I made before the House committee is 
consistent with what I have said today; and what I have 
said today is correct, and if you wish me to repeat it, I will. 
After he had rejected Mr. Short in the manner in which 
he did, saying that he had never heard of such a person, 
and so forth, I felt that his attitude was such that he 
would never select any other attorney, and therefore in a 
way I offered them feeling confident he would not accept 
them; but I would have felt bound, having given him the 
names, had he said, “I will select that firm”, to have given 
it to him. 

Q. Putting it this way, if I may do it with some degree 
of—I shall not say elegance—but is not this about the mental 
situation? You offered this firm as a bluff; feeling, however, 
that if he had called your bluff you would have to answer? 
A. I would hardly call it a bluff. I felt that I must meet 
his objection, that he did not wish to have Mr. Short be- 
cause he felt he was inexperienced. I felt that he was not 
sincere in his rejection of Mr. Short; that his real reason 
was that he intended to adhere to his choice, just as he 
did throughout the entire transaction. 

Q. Did he not say that his choice was based upon the 
fact that he wanted this firm of lawyers, attorneys for the 
stock exchange, experts in doing the thing that he would 
be required by the court to do?—A. He did say so. 

Q. Why did you not tell Thelen & Marrin and Brown that 
you had offered Short?—A. I do not know that I did not 
tell them. 

Q. Do you say that, according to the best of your recol- 
lection, you did tell them?—A. I do not recall not telling 
them; I do not recall telling them. The main thing that I 
took up with them was the fact that he was adhering to this 
one firm; that it was too much of a family affair; that he 
had violated his trust to me; that he had not come back to 
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consult me; and instead of that, although he said he had 
no attorney, he had gone out and secured one, and that he 
was adhering to that, and that I was not going to allow him 
to remain in if he did so. 

Q. Did you tell either of these three gentlemen whom I 
have just mentioned that you had offered Short?—A. I can- 
not say that I told them as to any attorneys, that I had 
offered Mr. Strong, but I believe that I told the whole story; 
but I have not a recollection to know at this time. 

Q. Mr. Short was an employee in the office of Erskine & 
Keyes, was he not, at that time?—A. I never heard of that 
firm. 

Q. Keyes & Erskine; I may not be familiar with it—A. 
Yes, sir; so I understood, with some sort of special partner- 
ship agreement. 

Q. When did you understand that?—A. I understood that 
before I appointed him. 

Q. From whom did you learn it?—A. I do not recall; I do 
not know. I used to talk to his father-in-law, and maybe 
I secured it from him. I knew Mr. Hathaway quite well. 

Q. Well, the firm of Ehrmann & Erskine; is that right?— 
A. Keyes & Erskine. 

Q. Keyes & Erskine —A. Alexander Keyes and Herbert 
Erskine. 

Q. Keyes is dead, but I believe Erskine & Erskine prob- 
ably continue the firm.—A. They still retain the firm name 
despite the death of Mr. Keyes. 

Q. Were they engaged as attorneys for members of the 
San Francisco Stock Exchange?—A. I do not know. 

Q. You did not know that fact at the time of the desig- 
nation of Short, did you?—A. I did not. The only thing 
I knew about Keyes & Erskine was that they had been at- 
torneys for the Humbolt Savings, which subsequently merged 
with the Bank of America and handled all those matters in 
connection with the bankers. Of course, all bankers seem 
to go into the Stock Exchange or the bonding business to 
some extent. 

Q. What peculiar qualification of Mr. Short attracted you 
to him as a proper attorney to represent the receiver in 
this case? A. He seemed to be a very bright, upright young 
man. I met him and he impressed me favorably. 

Q. I believe you said you met him at the Fairmont 
Hotel?—A. I did. 

Q. In company with his father-in-law?—A. I think his 
father-in-law introduced me to him. I saw him there, with 
his wife, and I did not know he had 4 children; I thought 
he had 2; I saw 2, but it seems that he has 4 children. 

Q. Do you know who notified Mr. Short that he was to be 
designated as attorney in this case?—A. I do not. 

Q. You do not know that he was notified by either Mr. 
Leake or Mr. Hunter?—A. I do not. 

Q. When were you first consulted by Mr. Hunter, the re- 
ceiver, to ascertain whether or not John Douglas Short 
would be satisfactory to you?—A. It was subsequent to the 
day of Mr. Hunter’s appointment, but I do not know when 
it was. It was some days later, a day or so later. I think 
maybe it was the next day. My recollection cannot tell me 
that. 

Q. Do you know whether it was prior to the time that 
the attorneyship had been offered to Short or afterward? 
I mean the attorneyship had been offered to Short or after- 
ward.—A. May the reporter read that question? 

Q. I will repeat the question, because it was not very 
clear. Do you know whether or not Short’s appointment, 
to determine whether it was satisfactory to you, was taken up 
with you prior to the time that Hunter advised Short that he 
desired him to represent him?—A. It was not taken up with 
me until the time that the petition was presented in which 
Keyes & Erskine and John Douglas Short were named as 
being those approved of by the receiver. 

Q. I believe the testimony has been pretty well gone into 
as to the fees allowed to the receiver and the fees allowed 
to the attorneys in this case. The hearings proceeded for 
about 3 days before you under contest at first, did they 
not?—A. Yes; the contest was led by a man of the name of 
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Scompini, who represented certain creditors; and it went 
on, as I recall, di 3 days’ proceedings. 

Q. In the application for compensation, the services ren- 
dered by the receiver and the services rendered by the at- 
torney were set out in detail, were they not?—A. Yes; they 
filed quite a lengthy statement of their activities. 

Q. Do you know, on the basis of the compensation al- 
lowed, what these gentlemen were allowed per hour or per 
day for their services?—A. No; I never computed it in that 
way. I looked over it generally, and I followed that case 
with a great deal of care, and I had seen the various peti- 
tions filed by them, and so forth. Then I listened very at- 
tentively to the statements made by the attorneys who were 
experts in the case as to fees. 

Q. Which was the next case, can you tell us, Judge, to 
save time, with regard to which you were examined?—A. 
Really I am sorry I cannot help you there. Perhaps Mr. 
Linforth can. 

Mr. LINFORTH. Mr. Sumnenrs, if I may state to you for 
your information, it was the Lumbermen’s case. 

Mr. Manager SUMNERS. That was the next case? 

Mr. LINFORTH. Yes; the second one cited in the ar- 
ticles. 

Mr. LONG. At this point I desire to submit a question. 

The PRESIDING OFFICER. The Senator from Louisiana 
propounds an inquiry, which the clerk will read. 

The Chief Clerk read as follows: 

Q. Did all the attorneys of interest agree on the fee allowed at- 
torneys and receiver? 

The WITNESS. They did. 

The PRESIDING OFFICER. The Senator from Louisiana 
submits a further question, which will be read. 

The Chief Clerk read as follows: 

Q. If you answer the foregoing “yes”, then please say if you 
considered you were approving an agreement for fees? 

The WITNESS. I considered that not only were the fees 
within the scope of what was a proper fixing of fees, irre- 
spective of any agreement, but I also felt that I was ratify- 
ing at the same time a stipulation on the part of all parties 
in interest. 

By Mr. Manager SUMNERS: 

Q. Do you know, Judge Louderback, the amount of fees 
for which the receiver had applied?—A. The receiver, as I 
recall, although I may be in error—I do not remember the 
receiver—the receiver’s attorneys applied for $65,000 and 
they were awarded $46,250. 

Q. Do you know how much the receiver applied for?—A. 
I do not recall now. 

Q. But those were matters that were under examination 
2 or 3 days prior to the time this agreement was entered 
into?—A. That is correct. 

Q. And this agreement was a sort of a compromise among 
the persons who were proposing and contesting these fees?— 
A. I do not know the extent of the compromising. The 
negotiations which resulted in offering the stipulation in 
open court were not in my presence; but I understand that 
they negotiated among themselves and then finally pre- 
sented this in open court, where all creditors who desired to 
oppose any compensation had been asked to appear; and 
there was no objection on the part of any person. 

Mr. KING. Mr. President, I desire to submit an inter- 
rogatory. 

The PRESIDING OFFICER. The Senator from Utah 
submits an interrogatory, which will be read. 

The Chief Clerk read as follows: 


Q. Did the creditors agree to the fees allowed in the Russell- 
Colvin case? 


The WITNESS. All creditors represented by attorneys did 
so, either by speaking in the proceedings or remaining silent 
upon inquiry by the court if they had objection to the 
stipulation. 

There were many creditors who came into the court there 
and followed the proceedings from day to day; the court 
was crowded with creditors of this concern, and no one 
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raised a voice when I said, “ Now is the time for anybody 
who has any objection to this arrangement, which I believe 
is within the proper scope of my authority, to make objec- 
tion.” I waited to see if there was any objection, but no one 
objected, and I assumed from that fact, and the fact that 
no one took an appeal from the order, that everyone was 
satisfied. 

By Mr. Manager SUMNERS: 

Q. You were not consulted in your chambers with regard 
to the fees during the period when the negotiation was in 
progress?—A. I was not consulted. 

Q. I believe you stated in the absence of an agreement 
you would allow a larger fee, did you not?—A. I never made 
any such statement. 

Q. You did not make any statement of that sort?—A. I 
did not. I made a statement to the effect that while the 
amount was not probably that which I would have fixed, 
still, it being within the proper scope of the testimony 
given and in the discretion of the court—that is the effect; 
I cannot give the exact words—that I would allow the 
stipulation, since everyone was satisfied with it. 

Q. In reference to the Fageol Motors Co. case, that con- 
cern was engaged, I believe, in assembling and to some 
degree in manufacturing automobile parts, particularly the 
bodies for trucks?—A. So I understand, and also had a sales 
organization, as well, in connection with it. 

Q. These sales organizations were scattered over a great 
deal of territory?—A. Throughout a number of States and, I 
believe, the Territory of Hawaii. 

Q. Do you know what preliminary work had been done by 
those in interest before the matter was called to your atten- 
tion?—A. I do not. 

Q. You understood when the matter was brought to your 
attention that the persons who were in the attitude of 
ownership of this concern, the creditors of the concern, and 
parties in interest generally, had reached some agree- 
ment, did you not?—A. I understood at the time the peti- 
tion was submitted to me that the plaintiff and defendant 
and some of the creditors were in favor of a certain amount. 

Q. When did this matter first reach your attention?— 
A. I do not know the day or date, but at the time that peti- 
tion was filed the first I knew of it was when it was placed 
upon my desk by my secretary. Do you wish me to proceed? 

Mr. Manager SUMNERS. If you please; yes, sir. 

The WITNESS. She told me that the attorneys for the 
plaintiff and defendant and one or two gentlemen who were 
apparently creditors or representing creditors had called at 
my chambers and left these papers requesting the appoint- 
ment of a receiver. The papers consisted of the petition and 
answer showing that the defendant company admitted the 
allegations in the complaint or petition; that they had sug- 
gested some man whose name I do not recall—I have heard 
it stated as Tuller, but I do not know whether it was Tuller 
or not—as being a man who had been an automobile man 
and who was suitable, in their opinion, and a proper person 
to be selected as receiver in the matter. They left those 
papers with a blank order to be filled in with the name of 
the person that I might select, with a request to have him 
appointed, or submitting his name for appointment. 

Q. I did not quite get your answer. You used the expres- 
sion “person I might select“, and mentioned the name of 
this man Fuller, who you say was suggested—A. I might 
state to the managers that the matter of the selection of 
the receiver and the attorney, who are court officers, is, 
of course, inherently in the court. Many times attorneys 
present no names in either case, and the court’s selection is 
done unaided by any suggestion; but every once in a while 
in the larger receiverships you will find attorneys coming to 
you endeavoring not only to control one of those positions 
but both, and they have candidates for both and present 
them with the hope and expectation possibly of having them 
appointed by the court. 

Q. Judge Louderback, do you know of a single important 
receivership that has come into your court since you have 
been Federal judge in which the applicants for the receiver- 
ship have not also indicated the names they hoped you 
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would include in the petition as receiver?—A. Yes; I know 
of cases. 

Q. What are they?—A. I would have to see the list of 
my cases and then perhaps I could indicate one or two that 
were that way. 

Q. Important receiverships where there was no sugges- 
tion?—A. I have had many cases where the attorney was 
not suggested—many cases; and I have had a number of 
cases where receivers were not suggested, since I have been 
on the Federal bench. 

Q. Are they among the important cases which have come 
to you?—A. I would have to look up and see. I do not 
know. 

Q. Will you be good enough, when you leave the stand, to 
ascertain that fact? Did you await the determination of 
the receivership until you could have opportunity to have a 
conference with the attorneys who filed the petition?—A. 
I did not. I thought the matter was submitted. I recall 
that Mr. Crook had said to me and it apparently appeared as 
if there might be some question about the appointment of a 
receivership. Instead of notifying them and delaying the 
receivership by having them give notice so there would be 
no uncertainty, I considered it would be most appropriate 
to put in a temporary receiver. The order which had been 
prepared fortunately provided for a temporary receiver who 
would go into possession for about 30 days, at which time 
the entire matter, if there was any objection on the part 
of anyone, might be taken up and a receiver appointed. If 
there was no objection, then the receiver who was in office 
would be continued in his position. 

Q. Judge Louderback, were you not informed that the 
persons who brought the application for a receiver there to 
your chambers arrived a little before the time for adjourn- 
ment, were advised by your secretary that you would prob- 
ably be delayed beyond the usual period of adjournment, 
came back about 1:30, and were told that you had left the 
bench earlier than you anticipated? Were you not given 
that advice by your secretary?—A. I only had the matter 
presented to me once, and that was on my return from 
lunch. I understood they had been there. 

Q. That they came back again about 2:302?—A. I do not 
know that excepting from testimony which has been given 
and my inquiries from my secretary, but I will say that they 
testified that I passed them in the hall as they were enter- 
ing my chambers. I did not know the parties. I do not 
know why they did not speak to me then as I passed through 
the hall past them. 

Q. You had already appointed a receiver anyhow then, 
had you not?—A. That is true, but I am speaking from the 
standpoint of the parties themselves, who said I passed them 
without speaking to them. 

Q. Whom did you appoint receiver in that case?—A. I 
appointed G. H. Gilbert. 

Q. Who notified Mr. Gilbert of the appointment?—A. I 
believe my secretary did. 

Q. This is the same G. H. Gilbert whom you testified with 
reference to having appointed as an appraiser in a case in 
the State court?—A. It is the same Gilbert I appointed on 
four occasions in the United States court as receiver, this 
being the last one, I believe. 

Q. What qualifications did Gilbert have to be the receiver 
of a going automobile concern with branches scattered over 
the United States?—A. Gilbert had shown that he had 
executive ability. He had shown he had receivership ability 
in the Sonora case. He had shown more than ordinary 
ability, because he had handled a going concern there, hay- 
ing arranged for property to be sent out from the domiciliary 
receivership so it could be sold in the ancillary receivership. 
I considered from reports I got and from returns I got in the 
Sonora case that he was a man safe to appoint in receiver- 
ship matters. 

Q. Do you know whether he had had any experience in the 
automobile business?—A. I do not know. I did not know. 

Q. What was his compensation in that case?—A. I only 
know by hearsay. I understood he got $4,500, which was 
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awarded to him in the bankruptcy court by Referee Wyman, The PRESIDING OFFICER. Is there objection? The 


of Oakland. 

Q. Who was his attorney in that matter?—A. His attorney 
was the firm of Dinkelspiel & Dinkelspiel. 

Q. Had they previous to that time represented him?— 
A. They had. They had represented him in two other mat- 
ters. They represented him in the Sonora Phonograph case 
and the Prudential Holding case. 

Q. The Sonora Phonograph Co. was a rather large con- 
cern, was it not?—A. I considered it one of the large cases. 

Q. How did Dinkelspiel & Dinkelspiel come to be appointed 
in that case?—A. Mr. Dinkelspiel, Sr., who subsequently has 
passed away, came with Mr. John Walton Dinkelspiel to my 
chambers with a petition asking for an ancillary receiver- 
ship in this case. He requested the appointment of the 
Irving Trust Co. as receiver and also that a local receiver 
be appointed, and suggested to me the name.of Mr. Holland 
who had acted in several instances as receiver in other de- 
partments of the district court. I told him I would prefer 
to make my own selection, and he said, “ Judge, we are not 
fixed upon it. We just suggest it in the event you have no 
choice.” So I said I wanted to select Mr. G. H. Gilbert, 
and he said that was satisfactory. 

Then Mr. Dinkelspiel, Sr., turned to me and said, “Of 
course, inasmuch as they had brought this petition in con- 
nection with the creditors and the Irving Trust Co., they 
would expect to be the attorneys for the Irving Trust Co. as 
they had been corresponding in the East.” I said, of course, 
naturally I would not interfere with the domiciliary receiver 
being represented by counsel. He said, “ Could it not be pos- 
sible, to save expense in the case, that the attorneys for the 
Irving Trust Co. could also be attorneys for the local re- 
ceiver, Mr. Gilbert?” I said, “Mr. Dinkelspiel, I will take 
the matter up with Mr. Gilbert and I will suggest that as 
the solution.” 

Q. Were you told that Dinkelspiel & Dinkelspiel were at- 
torneys for the Irving Trust Co.?—A.I understood that 
they were. 

Q. Who told you that?—A. I must have got the impres- 
sion from Mr. Dinkelspiel, Sr. I believe that he conducted 
the conversation. 

Q. Do you not know as a matter of fact that you have 
learned since that time that they were not the attorneys for 
the Irving Trust Co.?—A. I do not know that because I 
thought they filed the petition asking that the Irving Trust 
Co. be relieved within a month from that time. 

Q. They appeared in your court representing three cred- 
itors, did they not?—A. They did on the petition, but as I 
said, later as a matter of verification I believe that they 
brought the petition in which the Irving Trust Co. requested 
to be relieved as being a joint receiver in my district. 

Q. But that was after the matter had progressed very con- 
siderably, was it not?—A. Yes. 

Q. I am in some confusion with regard to rule 53 and its 
interpretation—A. I think rule 53 is interpreted correctly 
by the letter of Judge St. Sure, which has been submitted 
in this case. It is the interpretation of both Judge Kerri- 
gan and myself and Judge St. Sure as reflecting the court 
rules which we have made. 

Q. Judge St. Sure, if I may get your interpretation of 
this, said: 

After full discussion the judges of this court were of opinion 
that the rule will prove a useful one and it has so proven. It 
gives the court discretion in the matter of the appointment of 
attorneys for receiver to the end that no attorney shall be ap- 
pointed who, for good and sufficient reasons, is deemed disquali- 
fied—who has appeared or acted for a party or for any creditor 
of defendant. 

The WITNESS. The only thing is that it is left to our 
discretion, and in this particular case it was an ancillary 
proceeding. We were only carrying out as it were the 
receivership which had been established in New York. 

RECESS 

Mr. ASHURST. Mr. President, I ask unanimous consent 
that the Senate, sitting as a court, take a recess for 15 
minutes, 


Chair hears none, and the Senate, sitting as a court, will 
stand in recess for 15 minutes. 


Thereupon (at i o’clock and 25 minutes p.m.) the Senate, 


‘sitting as a Court of Impeachment, took a recess for 15 min- 


utes. At the expiration of the recess, the Senate, sitting as 
a court, reassembled. 
CROSS-EXAMINATION OF THE RESPONDENT, HAROLD LOUDERBACK— 
RESUMED 

The PRESIDING OFFICER. You may proceed. 

By Mr. Manager SUMNERS: 

Q. Judge Louderback, I do not believe I got an answer to 
my last question. I am not certain about it. Please con- 
sider that question canceled, and I will ask the question 
again. 

In rule 53 I believe you designated this language in ex- 
planation, dealing with the limitation upon the appointment 
of attorneys— 

To the end that no attorney shall be appointed who for good 
and sufficient reasons is deemed disqualified who has appeared for 
or acts for a party or for any creditor of the defendant (whether 
intervener or not), or for any other person interested in the cause 
or the estate. 

My question is, how under that rule you came to appoint 
Dinkelspiel & Dinkelspiel, who appeared in their introduc- 
tion to you representing three creditors of this estate?— 
A. The rule gives the discretion in the court, and is a notice 
to the attorneys that the court is going to require them 
to present a petition to the court for the purpose of the 
selection. If, in my discretion, I wish to appoint an attor- 
ney, however, who comes under the qualification you speak 
of, there is no intent to prevent me from doing so. 

Q. I want to ask you just one other question in that con- 
nection. The explanation is that you have the rule—and I 
am now quoting— 

To the end that no attorney shall be appointed who for good 
and sufficient reasons is deemed disqualified—who has appeared for 
or acts for a party or for any creditor of the defendant. 

A. Well, I did not think the “ good and sufficient reasons ” 
that you speak of existed. 

Q. You did think that this attorney appeared for three 
persons who were the creditors of this estate?—A. Yes. I 
looked upon it that way; but, of course, in ancillary matters 
it is a pure formality. It is not a case of original suit. 
Ancillary proceedings should be allowed if there is property 
in any district under the original domiciliary receivership. 
We are simply augmenting that receivership. 

Q. What is the difference between the relationship of an 
attorney who appears in your court representing an ancillary 
receiver, and who also represents creditors of that receiver, 
and an attorney who appears in an original suit representing 
creditors?—A. The difference between the two is that in the 
first case you must determine whether there should be a 
receivership primarily. It is looked upon as mere, pure, 
formality—the allegations—where it is an ancillary matter. 

Q. Why?—A. Because that matter has been passed upon 
in the domiciliary jurisdiction, and you are simply attempt- 
ing to assist or augment that jurisdiction outside of the 
district in which it was initiated and allowed. 

Q. But when the ancillary receivership—I do not mean to 
argue—when the ancillary receivership is established, is not 
the relationship of the attorney for the receiver exactly the 
same relationship as obtains between the receiver and his 
attorney and a receivership in chief?—A. I do not view it 
as the same. 

Q. Does the receiver in chief have any control over the 
ancillary receiver?—A. We look upon the domiciliary 

Q. Wait a minute. Will you answer that question yes or 
no? 

The WITNESS. Read the question, Mr. Reporter. 

The Official Reporter read as follows: 


Q. Does the receiver in chief have any control over the ancillary 
receiver? 


The WITNESS. He has in an indirect way. 
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By Mr. Manager SUMNERS: 

Q. How; how would he exercise it?—A. He exercises it in 
this way: That if he has certain goods or property which 
is in the ancillary district, unless there is a good and suffi- 
cient reason for not doing so, we permit him to have the 
goods or property transferred to him. The only exception 
to that is that we are supposed to look out and protect the 
creditors that are existent in our particular district. 

Q. Would you permit the transfer of goods away from 
your jurisdiction to some other jurisdiction that would im- 
peril the status of the creditors in your own jurisdiction?— 
A. Where proper application is made and the facts war- 
ranted that act, I have done so. 

Q. What sort of fact would warrant a judge in a district 
permitting the property to be depleted in his district that 
would otherwise be distributed among the creditors in his 
district?—A. Primarily, if the ancillary were closed up, there 
would be a balance which would go to the domiciliary. 
There is no other reason. 

Q. You mean after all the debts have been paid 100 cents 
on the dollar?—A. Also a case 

Q. Wait a minute. I would like to have an answer.—A. 
No. If there are creditors who are being taken care of in 
the ancillary district, having filed their application in the 
domiciliary district, they are amply secured in that case. 
We presume that the court of domiciliary jurisdiction will 
do the right thing. 

Q. Did you have such a situation in this case in which 
Dinkelspiel & Dinkelspiel were appointed?—-A. We had a 
situation which was most unusual. We had the domiciliary 
district sending goods into California for the ancillary to 
sell, because the better opportunity for sale of those goods 
existed in California. That is the only case I have ever 
known of where it was the domiciliary jurisdiction that was 
sending into the ancillary district. I have in many in- 
stances sent goods from the ancillary district into the 
domiciliary. 

Q. Was there any advantage to anybody to have this 
ancillary administration?—A. Yes; of great advantage to 
the domiciliary jurisdiction. 

Q. You spoke a moment ago of Mr. Hunter having been 
connected with a concern that was wound up over in Oak- 
land, I believe?—A. In Berkeley. 

Q. Do you know how much the creditors got in that 
case?—A. I do not. I have never studied the case. My 
knowledge of the case entirely came from the claims of my 
mother and brother and the explanations I received in con- 
nection with it. I have never reviewed the papers. 

Q. Did they get more than 5 percent?—A. I am sure they 
did, but I cannot say positively. I know there was some 
money that came to me in connection with my mother’s 
claim which my brother divided with me, but I do not recall 
the amount. 

Q. You think now——A. I know that my brother was 
interested in the creditors of that concern, and I got largely 
my views from what he told me, 

Q. Judge Louderback, do you not know, as a matter of 
fact, that this gentleman, Mr. Gilbert, had not the slightest 
experience or training or qualification to be the receiver in 
a going phonograph and radio concern distributing over that 
country?—A. I did not. I did not consider him an auto- 
mobile man, and I do not know if he understood the manu- 
facture; but when a man is appointed receiver of a rail- 
road he does not necessarily know how to run a steam 
engine. 

Q. But you would not appoint a man to run a railroad 
who had been connected simply as a telegraph operator and 
managing other telegraph operators, would you?—A. It de- 
pends on who the man was and what I thought he knew. 
It would not be a question of his vocation or 

Q. Or experience?—A, Experience has its value; but I 
have seen men who were capable of being very desirable 
receivers who have never had the opportunity to exercise 
those powers. 

Q. Would you try to find out about it by appointing such 
a man to see whether he made a mess of things?—A. No; 
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but I would rather select a man representing the court, and 
I believe I have been successful in all the receiverships 
where I have appointed the receiver. Nobody has ever made 
@ complaint of any receiver that I have ever been given 
notice of, either in chambers or by petition in court, not 
one instance. 

Q. Do you not know, as a matter of fact, that in the 
Russell-Colvin case, in the Fageol Motors case, and in other 
cases it became the subject of general controversy and gen- 
eral criticism in the community where you live?—A. If it 
has, it has been unjust, because if there was any criticism 
in those cases, the parties or interested persons should have 
brought the matter to my attention, either in chambers or 
in court. 

Q. Of course, it may have been unjust, but I was not ask- 
ing you about the matter of justice; I was asking you about 
the matter of fact. You said you had not been criticized — 
A. I said I had not been criticized by any legal proceeding. 

Mr. LINFORTH. We submit that this line of cross-exami- 
nation is not proper. It is not cross-examination. 

The PRESIDING OFFICER. The objection is overruled. 

By Mr. Manager SUMNERS: 

Q. I should like to ask you, as briefly as I may, with re- 
gard to the Prudential Holding Co. Will you state, just as 
briefly as you can, the character of business in which that 
concern was engaged?—A. Well, I thought it was a financing 
corporation, a corporation that would take in other cor- 
porations of a like kind. It was sort of a holding company. 

Q. Whom did you appoint to be receiver and attorney, re- 
spectively, in that case?—A. G. H. Gilbert and Dinkelspiel 
& Dinkelspiel. I appointed the attorneys at the request of 
the receiver. 

Q. Gilbert was determined upon by you as a competent man 
as attorney in the Fageol Motor case and in the Russell- 
Colvin case. The Prudential Holding Co. case was different 
from either one of these other two cases, was it not?—A. I 
cannot understand that question because the Russell-Colvin 
case did not have, either as attorney or receiver, Mr. Gilbert 
or Mr. Dinkelspiel. 

Q. That is right. The Fageol Motor Co. case had to do 
with the assembling, manufacturing, and distributing of 
automobiles and automobile parts, did it not?—A. So I 
understand. 

Q. I will ask you this question, so as to test your attitude, 
if you please. If you wanted to get somebody to operate a 
concern like the Prudential Holding Co., which had gotten 
into difficulty, would you look around the Fageol Motor Co. 
case or a telegraph company to find him?—A. When I se- 
lected Mr. Gilbert, he was my personal selection in that same 
view. If that had been some business of mine, I would have 
felt confident that he was the proper person to act. I think 
he has the judgment, and I think he showed it. I think the 
conduct of the Fageol case was a good one. 

Q. So you think—I do not want to press the matter—that 
in employing him to run this Prudential Holding Co., which 
was in distress, in his business as telegraph operator, and 
receiver in the Fageol Motors Co. case, he persuaded you that 
he could operate this Prudential Holding Co. case best?— 
A. No. The Prudential case followed the Sonora. It was 
his experience in the Sonora case, and the conduct he had 
in that case, that caused me to believe that in the Pruden- 
tial case he would make a good receiver. 

Q. What assets did the Prudential Holding Co. have?— 
A. What assets? 

Q. Les.—A. That matter was never brought before me 
aris . I could only give you what I have heard were its 
assets. 

Q. That is all right.—A. I heard it had none except a few 
hundred dollars. 

Q. You mean, when you say you heard it had none, that 
it had——A. It had no potential value, that the real property 
they had was encumbered by second mortgages, and that 
there was no equity in case the property was sold; but I did 
not have that matter before me in the Prudential case. It 
only came before me on a motion to dismiss. 
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Q. You granted the receivership in that case, did you 
not?—A. I granted a receivership in the case initially, yes; 
but I did that upon the statement of counsel and the state- 
ment set forth in the petition presented to me at the time of 
the application. 

Q. How long after you granted the petition, granted the 
receivership in the Prudential Holding Co. case, was it before 
you found out that there was a serious question as to 
whether this man Stephens had any right to represent the 
company?—A. The matter was submitted to me—the matter 
of Stephens? 

Q. Yes—A. The only issue about Stephens came up sub- 
sequent to the dismissal, I believe. In other words, the 
question was not whether the court had jurisdiction to 
appoint a receiver, but whether the case was properly before 
the court, whether we had jurisdiction in the court. No 
question about the condition of the company was presented 
to me. No application to relieve the situation, as far as the 
receiver was concerned, was presented; only a motion to 
dismiss, on the ground that we had not venue. 

Q. When did the question arise as to whether or not 
Stephens had any right or authority to represent the com- 
pany?—A. That question was never litigated before the court. 

Q. I mean, when did it come up to you as a judge in 
equity?—A. It did not come up in equity. 

Q. It did not come up at all?—A. It did not. 

Q. Then the statements Stephens made had no bearing 
upon your action in granting this receivership?—A. No; that 
is not correct. I supposed you meant—lI interpreted your 
question to mean when it came up as a matter of dispute. 
There never was any dispute about it, as far as the proceed- 
ings of the court were concerned. But Mr. Stephens saw me 
prior to my appointing the receiver, if that is what you mean. 

Q. You knew, of course, as a matter of law, and as a 
lawyer, that this vice president of the Prudential Holding 
Co. had no authority to represent to you with regard to 
whether or not a receivership ought to be appointed?—A. I 
did not know that he did not have authority. The two com- 
panies were intermingled in their interests. The stockhold- 
ers of one were stockholders in the other. When Mr. Kearsley 
presented the petition, and the vice president of the defend- 
ant company was there, thinking that action should be taken, 
and granting his approval, I thought he was acting in behalf 
of the defendant company, and I thought it was an uncon- 
tested receivership. 

Q. You knew, as a matter of law, however, that he could 
not represent his company without some action upon the 
part of his company, did you not?—A. I only knew his rep- 
resentation. 

Q. Well, will you answer my question, if you please, sir?— 
A. I knew if he did not have authority, of course, he had 
no right to make representation, but I did not know he did 
not have the authority. 

Q. The question I am trying to have answered is that the 
fact that he was vice president of the company did not of 

itself give him any authority to make the representation 
to you?—A. I thought it did. 

Q. As a matter of law?—A. I thought he, as vice presi- 
dent, had the power to act or he would not be there. Noth- 
ing was suggested that Mr. Stephens was not in harmony 
with his company. 

Q. When did you first learn that there was some question 
as to whether Mr. Stephens represented his company in that 
matter or not?—A. At the investigation of the congressional 
committee. 

Q. That was the first time you knew about it?—A. That 
was the first time that any issue was raised regarding the 
authority of Mr. Stephens. 

Q. Did not somebody come in, representing the company, 
and seek to have the whole proceeding dismissed?—A. On 
the ground 

Q. Wait a minute. — A. Les; they did. 

Q. When did they do that? —A. It came before me for a 
hearing about the 29th of August, following the receivership 
on the 15th of August. 
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Q. When was the petition filed in your court?—A. I did 
not know until I looked up the files. We have many files of 
papers; but I did not know about it until it was presented 
to me. I understand they made application in 5 days, 
that is because I have looked up the record. I did not know 
it at the time. 

Q. Does not the record reveal that the petition was filed 
on the 15th and the papers resisting the petition were filed 
on Monday?—A. That is my recollection. The papers so 
eth after I reviewed them at the termination of the 

Q. How long after you discovered that Mr. Stephens did 
not have authority to represent this concern did you set 
aside your action in granting the receivership?—A. I never 
had anybody represent to me that Mr. Stephens did not have 
authority. 

Q. Your right was based on other grounds?—A. The entire 
matter went on the question of whether the court had juris- 
diction, the right to hear and pass upon this matter. 

Q. And that grew out of the question of whether or not 
there was diversity of citizenship, did it not?—A. It did. 

Q. And did not the papers themselves disclose that there 
was not diversity of citizenship?—A. I so decided, and dis- 
missed the application on October 2. 

Q. Was that after or before you granted the application 
for bankruptcy proceedings?—A. That was subsequent to the 
application on a petition to appoint a receiver in a bank- 
ruptcy matter involving the same company, which was in 
another department. 

Q. And you sat in another department and granted the 
petition in bankruptcy and appointed the same persons to be 
receiver and attorney, respectively, did you not?—A. I did. 
At the time the application was made I had not decided as 
yet whether the court had jurisdiction. The law is, under 
the Wagey case, that you must allow the bankruptcy court 
to assume jurisdiction as against the equity court, and, sit- 
ting for Judge St. Sure, I had to divest myself of the receiver- 
ship and grant it to his department upon application. When 
I did so the applicant, Mr. Kreft, said, “ Is there any objec- 
tion to Mr. Gilbert and Mr. Dinkelspiel staying in office, so 
that it will not be necessary to have a change of administra- 
tion?” I told him there was no objection, and therefore, at 
his request, I made Mr. Gilbert and Mr. Dinkelspiel receiver 
and attorney, respectively, of the bankruptcy proceeding, 
thereby divesting myself of right in the receivership. 

Q. And did you not grant the application for a receiver- 
ship in bankruptcy solely upon the ground that you had 
granted the receivership in equity in the other case?—A. 
I granted i. 

Mr. Manager SUMNERS. Wait a moment—— 

The WITNESS. Well, may the question be read, then? 

Mr. Manager SUMNERS. That question is susceptible of 
an answer “yes” or “no”, and then the witness can 
explain it. 

The WITNESS. May the reporter read the question? 

The Official Reporter read as follows: 

Q. And did you not grant the application for a receivership in 
bankruptcy solely upon the ground that you had granted the 
receivership in equity in the other case? 

The WITNESS. Not in the strict sense. I should like to 
explain that. 

Mr. Manager SUMNERS. We think the witness has a 
right to explain. 

The WITNESS. The situation is this: It is the law that 
if there is a receivership in any matter—an equity receiver- 
ship—and in the same matter a bankruptcy proceeding is 
filed, and it can be predicated upon a receivership having 
been granted in any equity action, you must, of necessity, 
if there is an application made and a receiver appointed in 
bankruptcy, transfer the right from the equity division to 
the bankruptcy division. I had not decided whether I had 
jurisdiction or not. I had assumed jurisdiction believing I 
did have it, and had appointed a receiver. How could I then 
refuse to transfer to Judge St. Sure’s department until I 
had actually passed upon the question of whether I had 
jurisdiction or not? 
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By Mr. Manager SUMNERS: 

Q. How long was it after the petition in bankruptcy was 
granted and approved until you dismissed that action sitting 
in Judge St. Sure’s court?—A. The matter had been for- 
mally submitted on the 19th of October—— 

Mr. Manager SUMNERS. Wait a moment. 

The WITNESS. If you do not want the history 

Mr. Manager SUMNERS. You may answer the question 
and then give the history. 

The WITNESS. I think I could save you two or three 
questions if I should do it. 

The PRESIDING OFFICER. Let the witness answer the 
question. 

The WITNESS. I ask that the question be read. 

The PRESIDING OFFICER. The reporter will read the 
question. 

The Official Reporter read as follows: 

Q. How long was it after the petition in bankruptcy was 
granted and approved until you dismissed that action sitting in 
Judge St. Sure’s court? 

The WITNESS. Two days. 

By Mr. Manager SUMNERS: 

Q. If you want to make an explanation, you may go 
ahead. A. No; I do not. 

Q. I ask why did you not demand a creditor’s bond in this 
case as in the Russell-Colvin case?—A. The creditor’s bond 
was demanded in the Russell-Colvin case after I had had 
disclosed to me that there was a double filing. 

Q. What did the fact that there were double filings have 
to do with your determination to insist upon a creditor’s 
bond?—A. Because I believed that it was possible to have 
proceeded on the first filing with Judge St. Sure, and I 
concluded that they did not desire to take the matter before 
Judge St. Sure, particularly when I suggested that I would 
get in touch with him in Sacramento, which I did after I 
learned of the double filing. I then thought I would take 
all precautions, and, therefore, I suggested, as a precaution, 
a creditor’s bond. 

Mr. LONG. Mr. President, I thought I heard that an- 
swer; I was listening to it, but I could not understand it. 

The PRESIDING OFFICER. Will the reporter read the 
answer? 

The Official Reporter read as follows: 

A. Because I believed that it was possible to have proceeded on 
the first filing with Judge St. Sure, and I concluded that they 
did not desire to take the matter before Judge St. Sure, particu- 
larly when I suggested that I would get in touch with him in 
Sacramento, which I did after I learned of the double filing. I 
then thought I would take all precautions, and, therefore, I sug- 
gested, as a precaution, a creditor’s bond. 

By Mr. Manager SUMNERS: 

Q. Did the explanation that on account of the fact that 
your cases come by assignment in some sort of rotation, 
and they were anxious to get this matter in action because 
they had a run on the Oriental branch of the Russell- 
Colvin matter the day before, seem a reasonable explanation, 
under the peculiar circumstances, for what you call a double 
filing, though maybe not to be countenanced ordinarily? 

The WITNESS. Will you read the question, Mr. Reporter? 

The Official Reporter read the question, as follows: 

Q. Did the explanation that on account of the fact that your 
cases come by assignment in some sort of rotation, and they were 
anxious to get this matter in action because they had a run on 
the Oriental branch of the Russell-Colvin matter the day before, 
seem a reasonable explanation, under the peculiar circumstances, 
for what you call a double filing, though maybe not to be counte- 
nanced ordinarily? 

Mr. Manager SUMNERS. May I add, in that connection, 
also the fact that the Russell-Colvin Co. had been sus- 
pended by the stock exchange? — 

The WITNESS. I would see no explanation in the expla- 
nation that you have offered. I see no logic in it. There is 
no reason in the absence of any judge for a department 
being suspended. We always act in the absence of a fellow 
judge. I have had receivers appointed in my department 
by Judge Kerrigan in a number of instances. We under- 
stand in the absence of a judge that that may be done, 
and we do it. 


CONGRESSIONAL RECORD—SENATE 


3989 


Q. If you do not want to answer this question, all right. 
But what aroused your suspicion? What did you think they 
were trying to put on you or somebody else or anybody 
else?—A. I thought they were trying to select a department 
which they thought they could control. I did not know 
what the department was, but I am satisfied it was not Judge 
St. Sure’s department because they did not proceed with 
his division. 

Q. Did you think, to put it plainly, that they wanted you 
because they thought they could control you?—A. I do not 
know whether they thought so, but they were disappointed 
if they did. 

Q. Did you or did you not think they were trying to con- 
trol you?—A. I thought they were trying to control the 
appointment of a receiver and his attorney. 

Q. Did you think they took you for an easier mark than 
Judge St. Sure?—A. I had no reason to know. They had 
suggested Mr. Strong. I had consented to his appointment, 
with the proviso of being consulted as to the attorney, before 
the matter of the second filing was brought to my attention, 
and when it was brought to my attention I was ready to 
divest myself of the appointment by taking it up with Judge 
St. Sure. They were not favorable to taking it up with Judge 
St. Sure, and I concluded at the time it was because I had 
agreed to select Mr. Strong. 

Q. Judge St. Sure, then, was, I believe you said, in Sacra- 
mento?—A. He was sitting at that time in his regular term 
at Sacramento. 

Q. How often has it occurred that judges have appointed 
for each other in receivership matters since you have been 
on the Federal bench?—A. May I have that question again? 

Q. I will repeat it. How often has it occurred that judges 
have appointed for each other in applications for receiver- 
ships since you have been on the Federal bench in equity 
cases?—A. I really do not know, but I know that Judge Ker- 
rigan has acted at least twice in equity cases involving my 
department and Judge St. Sure has at least acted once. In 
the Pioneer Fruit Co. case he appointed Mr. J. Hartley 
Russell when I was in Sacramento. 

Q. Was that an equity case?—A. I am not sure whether 
that was an equity or bankruptcy case, but it was a receiver- 
ship case. We do not distinguish in the jurisdiction, as far 
as what we do for each other is concerned, between equity 
and bankruptcy. We treat the receivers the same. 

Q. Who were the attorney and receiver, respectively, in 
the Prudential Holding Co. case?—A. The receiver in the 
Prudential Holding Co. case was Mr. G. H. Gilbert and the 
attorneys were Dinkelspiel & Dinkelspiel. 

Q. What fees were allowed in that case?—A. There were 
no fees allowed. 

Mr. LONG. Mr. President, before the manager leaves 
this point, I have a question which I desire to submit. 

The WITNESS.. May I finish my answer? 

The PRESIDING OFFICER. The witness may finish his 
answer. 

The WITNESS. The order which I made divesting myself 
of jurisdiction prohibited any fees from being given. 

The PRESIDING OFFICER. The Senator from Louisiana 
propounds an inquiry, which the clerk will read. 

The Chief Clerk read as follows: 

Q. Did you tell Strong in the presence of one of McAuliffe’s part- 
ners something to indicate that lawyers there at the time were 
not to be the attorneys, and did Strong agree? 

The WITNESS. I did not put it quite in that way. I 
would be willing to say just exactly what I said. I asked 
Mr. Strong if any of the attorneys present were his attorneys, 
indicating the gentlemen who were present at that time, 
consisting of Mr. Marrin, his partner, Mr. Thelen; Mr. 
Brown, and Mr. Lloyd Dinkelspiel, who is of the firm of 
Heller, Ehrmann, White & McAuliffe, the attorneys for the 
stock exchange. He said that none of them were his at- 
torneys. I asked if he had an attorney. He said he did not. 
I asked him if he would consult with me in the selection of 
an attorney, and he said he would. This was in the presence 
of those gentleman I have just named. 
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By Mr. Manager SUMNERS: 

Q. In the Prudential Holding Co. case you made as a con- 
dition some provision in the order of domicile which pro- 
hibited the attorneys and receivers from getting fees in that 
matter, did you not?—A. The order which I made, being a 
jurisdictional one, by its very nature prevented any fees to 
be awarded to the attorneys. 

Q. But what I am asking is, Did you put any peculiar word- 
ing of limitation upon their right to get fees or did their 
right to get fees——A. Not in the Prudential Holding case. 
I made no order with any peculiar wording. 

Q. But you made about the only order you could possibly 
make in that case, and when you say you made an order 
A. Yes; under the issues presented. The issues were as to 
whether the court of the northern district of California had 
jurisdiction and venue, and I decided that it did not have 
such, and dismissed the case. 

Q. In the Lumbermen’s Reciprocal case you made a differ- 
ent sort of order because the circumstances were different, 
were they not?—A. I made a different order in that case 
decidedly. It was a different issue. 

Q. Is that the case in which you set a condition to the 
mandate from the circuit court of appeals with reference to 
the right to appeal?—-A. That is the case in which an order 
was presented to me by Mr. Woodworth with a proviso re- 
garding the turning over of the property. 

Q. You examined the order, did you not?—A.I did. I 
read the order. 

Q. That order provided in substance that the mandate of 
the circuit court of appeals was not to go into effect provided 
the parties in interest appealed from your order granting 
compensation?—A. That is correct. As I have stated before, 
I gave you the representations made by Mr. Woodworth at 
that time to me, and I signed the order in that case in that 
form. I decided that it was erroneous and I called in Mr. 
Woodworth to have it corrected, and he corrected it accord- 
ing to what I directed him to do, and the incident was closed. 

Q. How long a time expired between the time when you 
signed that order and the cancelation of the order?—A. I 
do not know. I presume the records will show. 

Q. Have you any idea?—A. I have not. 

Q. Was it anywhere in the neighborhood of a month?— 
A. I could not tell you. I have not verified the record to 
that effect, but I am sure that the testimony can be pro- 
duced or has been produced in this matter. 

Q. Is it not a fact that you did not cancel that order until 
this case was ready to go up on its second appeal?—A. It 
may be that I did not sign the order confirmatory of the 
stipulation. It is a fact that I did not sign it until after an 
appeal had been taken, but not perfected. There was a 
certain delay, I assume, during the time that the various 
parties to the litigation were being approached and before 
they consented to a stipulation. But I know the stipula- 
tion was made in accordance with my suggestion and at 
my request, and that I made it an order as well as a stipu- 
lation. 

Q. And it was a condition of the order that this estate in 
litigation might be turned over to the insurance representa- 
tives of the estate provided there was no appeal taken from 
the fees that you had allowed Shortridge and Woodworth?— 
A. The order was in substance that, with an additional pro- 
vision that either side might apply to me to change the 
order. As I told you before, Mr. Woodworth represented 
that both sides had agreed. 

The PRESIDING OFFICER. May the Chair suggest that 
we have the question read? You have not answered it 
fully. If there is any explanation, your counsel may bring 
it out. I think it has already been answered. 

The WITNESS. Mr. Sumwyers does not seem to under- 
stand and that is the reason why I was giving an explana- 
tion, largely for him. 

Mr. Manager SUMNERS. I do not understand it. I con- 
fess I do not understand this matter of attaching a condi- 
tion to the mandate of the circuit court of appeals. 

The PRESIDING OFFICER. If the witness desires, he 
may explain further. 
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The WITNESS. I can only explain by repeating what my 
prior testimony was, that I understood that Mr. Guerena 
and Mr. Woodworth had reached a point where they had 
agreed that a bond was the proper thing to have upon the 
money being turned over, and that this proviso was only to 
be in effect until the amount of the bond should be deter- 
mined. Afterwards, upon going over the matter, I realized 
that it was an erroneous situation and it was an erroneous 
order, and I corrected the order. 

By Mrfi Manager SUMNERS: 

Q. You arrived at that conclusion, did you not, Judge 
Louderback, after you saw this case was on the return route 
to the circuit court of appeals?—A. I do not know that I 
was actuated by the motive you speak of, or which is in- 
ferred, but I believe that I did not act in getting Mr. Wood- 
worth to my office until after the appeal had been noted. 

Q. I believe that the laws of California make provision 
that the mere intention to acquire new residence without the 
fact of removal avails nothing, nor does the fact of removal 
without the intention?—A. I do not question that it takes 
unity of act and intent. 

Mr. Manager SUMNERS. That is all; you may take the 
witness. 

Mr. McCARRAN. Mr. President, may we have the last 
question and answer read? 

The PRESIDING OFFICER. The Official Reporter will 
read the last question and answer. 

The Official Reporter read as follows: 

Q. I believe that the laws of California make provision that the 
mere intention to acquire new residence without the fact of 
removal avails nothing, nor does the fact of removal without the 
intention?—A. I do not question that it takes unity of act and 
intent. 

Mr. LINFORTH. We have no redirect examination. 

Mr. McCARRAN. Mr. President, I submit the following 
question. 

The PRESIDING OFFICER. The Senator from Nevada 
submits an interrogatory, which the clerk will read. 

The Chief Clerk read as follows: 

Q. In the Russell-Colvin case was the double filing done by the 
same attorneys in each instance? 

The WITNESS. Yes; the same plaintiff and same de- 
fendant and the same petition. 

Mr. POPE. Mr. President, I submit three questions which 
I desire to propound. 

The PRESIDING OFFICER. The Senator from Idaho 
propounds certain interrogatories, which the clerk will read. 

The Chief Clerk read as follows: 

Q. Did you require a plaintiff's bond in ey equity receivership 
case other than the Russell-Colvin Co. case? 

The WITNESS. I have not. 

The Chief Clerk read further, as follows: 

Q. Why would the pendency of other filing of the case necessi- 
tate a plaintiff's bond? 

The WITNESS. Because I thought that I would take 
every possible precaution to defend or protect the parties in 
that case in view of the fact that it looked to me as if there 
were certain movements to control the estate. 

The Chief Clerk read further, as follows: 

Q. Why would a plaintiff's bond be necessary after the other 
filing was withdrawn or dismissed? 

The WITNESS. It was only a superprecaution. 

Mr. ROBINSON of Arkansas. Mr. President, I submit the 
following question. 

The PRESIDING OFFICER. The Senator from Arkan- 
sas submits an interrogatory, which the clerk will read. 

The Chief Clerk read as follows: 

Q. Did the stock exchange or any of its members hold the claims 
against Russell-Colvin Co. of which Mr. Strong was appointed 
receiver? 

The WITNESS. I do not know; but there was a seat 
there, and what adjustments were made with relation to that 
seat I do not know. All this transpired before any of these 
interrelationships might arise. Nothing was brought to my 
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attention during the course of the proceedings that I can The PRESIDING OFFICER. Is the Chair correct in un- 


recall now regarding that. 

The PRESIDING OFFICER. Are there any further ques- 
tions? If not, the witness may be excused. 

Mr. LINFORTH. Mr. Presidert, the respondent rests. 

TESTIMONY IN REBUTTAL—EXAMINATION OF DANIEL W. M’CORMACK 

Mr. Manager SUMNERS. Mr. President, we should like 
to ask that Mr. McCormack be called at this time. 

Daniel W. McCormack, having been first duly sworn, was 
examined and testified as follows: 

By Mr. Manager SUMNERS: 

Q. Mr. McCormack, will you be good enough to state your 
name and place of residence?—A. Daniel W. McCormack; 
Washington. 

Q. What is your business, Mr. McCormack?—A. I am at 
the present time Commissioner General of Immigration; but, 
of course, my appearance here is in a purely private capacity. 

Q. Have you recently been connected with the Irving Trust 
Co.?—A. Not since June 1, of 1930, I believe—Yes; 1930. 

Q. Were you connected with the Irving Trust Co. at the 
time it was handling the Sonora Phonograph Co. as re- 
ceiver?—A. I was. 

Q. Are you familiar with the transactions which took 
place in San Francisco with reference to the ancillary re- 
ceivership there?—A. I should say not—not with particular 
transactions in San Francisco. I was familiar with the 
general plan of the case. 

Q. Briefly, what was the nature of the case in chief? 

Mr. LINFORTH. One minute. We object to that ques- 
tion as not rebuttal in any sense of the word. 

Mr. Manager SUMNERS. Yes; it is. 

Mr. LINFORTH. Whatever charges they made insofar 
as this particular matter is concerned were gone into by 
them in their case in chief. We have met those charges; 
and we submit that under the guise of rebuttal the House 
should not be permitted to reopen the case and try it all over 
again. 

The PRESIDING OFFICER. May the Chair ask the 
manager to state the reasons for the inquiry? 

Mr. Manager SUMNERS. Yes, Mr. President. 

It will be recalled that in the presentation of the evidence 
on behalf of the respondent it was testified by the ancillary 
receiver in this matter, and, I think, the respondent, that 
Dinkelspiel & Dinkelspiel represented the Irving Trust Co. 
in San Francisco in connection with the ancillary receiver- 
ship. It is our purpose in offering this witness to show that 
he was in a managerial responsibility for the Irving Trust 
Co., which was the receiver in chief, and that Dinkelspiel & 
Dinkelspiel in no sense represented the Irving Trust Co., 
but, on the contrary, if we may be permitted to prove it, 
represented a firm of lawyers there who were insisting upon 
these ancillary receiverships over the country, to the added 
expense of that receivership. 

The PRESIDING OFFICER. The objection is overruled. 

By Mr. Manager SUMNERS: 

Q. Will you state the facts with regard to your connec- 
tion with the ancillary receivership, and the connection of 
Dinkelspiel & Dinkelspiel with the ancillary receivership in 
San Francisco insofar as the Irving Trust Co. was con- 
cerned?—A. It must be understood that this matter tran- 
spired between 3 and 4 years ago, that I have had no 
connection with the Irving Trust Co. or its receivership de- 
partment for the last 3 years, and that I cannot pretend to 
speak with entire accuracy upon what transpired. I will, 
however, endeavor to give the facts as I remember them; 
and if I am in any doubt, if I cannot be certain in my 
recollection, I will tell you. 

The Sonora case came to the Irving Trust Co. as primary 
receiver; and when we first heard of it, a group of attor- 
neys, resident, I believe, for the most part in New York, 
with among their membership Mr. Max Isaacs—who, as I 
recollect it, is the publisher of the Bankruptcy Review— 
appeared and indicated what was being done in connection 


with the receivership. Petitions were being filed for the. 


primary receivership in New York, and ancillary proceed- 
ings were being filed in a number of other jurisdictions. 


derstanding that the object and purpose of this evidence is 
to dispute evidence which the managers stated had been 
given by Mr. Dinkelspiel about his representation of the 
Sonora Phonograph Co.? 

Mr. Manager SUMNERS. Les; primarily. 

The PRESIDING OFFICER. May the Chair suggest that 
the witness be interrogated as to the point which the man- 
agers desire to have answered, and save going over un- 
necessary ground? 

Mr, Manager SUMNERS. We should be very glad to do 
it, except we thought that possibly the Senators might like 
a little broader view of the case; but I will ask the direct 
questions and attempt to confine the testimony to the limi- 
tations indicated by the occupant of the chair. 

By Mr. Manager SUMNERS: 

Q. When did you first learn of Dinkelspiel & Dinkelspiel in 
connection with these transactions?—A. I learned not of 
Dinkelspiel & Dinkelspiel, because I do not remember them 
as a firm, but of the appointment of ancillary receivers and 
their counsel at the time that the case was first brought 
to the Irving Trust Co. on the institution of the primary 
receivership proceedings. 

Q. Do you know with whom Dinkelspiel & Dinkelspiel were 
associated in connection with litigation affecting this con- 
cern?—A. I will perhaps have to answer that question some- 
what indirectly. 

The group of attorneys who approached us had made or 
were making arrangements for the appointment of receivers 
in the ancillary jurisdictions, and doing so through their 
own correspondents. I believe, although I do not know 
definitely, that the firm of Dinkelspiel & Dinkelspiel were 
correspondents of that group. 

Q. Did Dinkelspiel & Dinkelspiel at any time represent the 
Irving Trust Co.2—A. To the best of my knowledge and be- 
lief, never. 

Q. Have you had to do, to a considerable degree, with 
reference to the fees of attorneys for receivers in such pro- 
ceedings as were had with reference to the Irving Trust Co. 
with regard to the Sonora Phonograph Co. matter?—A. 
With reference to the fees in that particular case, I should 
say not. With reference to receivers’ and attorneys’ fees 
generally, a great deal. 

Q. What would you say would be a fair fee in the Sonora 
case, where the records of the attorneys show 60 hours’ 
service? 

Mr. LINFORTH. One moment. We object to the ques- 
tion as being, first without foundation, no showing having 
been made as to what the services were that were rendered 
during that period, and, further, not in rebuttal in any sense 
of the word. 

The PRESIDING OFFICER. The objection is sustained. 

Mr. Manager SUMNERS. That is all. 

Cross-examination by Mr. LINFORTH: 

Q. Just a question or two, Mr. McCormack, please. There 
were certain attorneys looking after the affairs of the Sonora 
Phonograph Co., were there not?—A. You mean attorneys 
representing the company itself? 

Q. Yes.—A. I assume so. I have no particular recollec- 
tion of that fact, but there are in all cases. 

Q. And representing also the receiver appointed by the 
court in New York?—A. I should say absolutely not. I want 
to complete the answer to that question, if I may. 

We took particular care not to appoint any attorney in 
that case, or, as far as we could, in any other case, who 
had any interest or connection with the case itself. 

Q. What attorneys were looking after the appointment of 
receivers in ancillary proceedings in States out of New 
York?—A. I can give you, from my personal recollection, the 
name of only one of them. There were a group, I should 
say, of at least three, and possibly five, of which Mr. Max 
Isaacs was one, who presented to us a complete scheme 
drawn up for the appointment of ancillary receivers in every 
possible jurisdiction. 

Q. Is it one of that group that was delegated to do this 
particular work that was in communication with Dinkelspiel 
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& Dinkelspiel?—A, I must only reply to that that I assume 
that it was one of this group. I have no personal knowledge 
whatsoever. 

Mr. LINFORTH. We have no further questions. 

Redirect examination by Mr. Manager SUMNERS: 

Q. Was this group to whom you refer in any way con- 
nected with the Irving Trust Co.? A. They most decidedly 
were not. They came in and attempted to get into the ad- 
ministration, but were, to the best of my knowledge and 
belief, completely shut out and entirely independent attor- 
neys appointed, so far as the primary receivership was 
concerned. 

Q. What was their object in taking an interest in the 
affairs of the Irving Trust Co. as they related to the Sonora 
Phonograph Co.?—A. Well, the usual interest that lawyers 
have in getting business. 

Q. State that a little more particularly. What was their 
interest?—A. Well, if an attorney can arrange for the ap- 
pointment of a receiver of his own choice, or of ancillary 
receivers of his choice and friendly to him, it means that the 
patronage in connection with the case will likewise, in gen- 
eral, go to his friends; and without attempting to interpret 
the motives of this particular group, that is the general 
statement of fact as I draw it from my experience. 

The PRESIDING OFFICER. Are there any further ques- 
tions? If not, the witness is excused. 

EXAMINATION OF J. S. EAGAN 

Mr. Manager PERKINS. Call Mr. Eagan. 

J. S. Eagan, having been duly sworn, was examined and 
testified as follows: 

Mr. Manager PERKINS. Mr. President, we desire to in- 
troduce at this time the petition of attorneys for fees on 
account in the case of Sonora Phonograph Co., Inc., filed 
April 30, 1930. The petition and exhibits are printed in the 
book of exhibits, copy of which has been furnished counsel, 
at page 878. 

Mr. LINFORTH. We object to the offer upon the ground 
that it is not rebuttal in any sense of the word. That is one 
of the original charges contained in the articles. The man- 
agers, on the part of the House, have introduced their proof 
on those articles. We have met that proof to the extent of 
our ability; and we protest against this case being reopened 
under the guise of rebuttal, and the petition for fees being 
offered. 

The PRESIDING OFFICER. The evidence had already 
been offered before counsel objected; but the present occu- 
pant of the chair is of the opinion that the evidence would 
be admissible even if the objection had been made in time. 

By Mr. Manager PERKINS: 

Q. Mr. Eagan, please state your full name, your place of 
residence, and your occupation.—A. J. S. Eagan; accountant, 
United States Bureau of Investigation; Washington, D.C. 

Q. At the request of the managers on the part of the 
House, did you make a computation or summary of exhibit 
A to the petition for fees on account of attorneys for ancil- 
lary receiver in the Sonora Phonograph case, printed at page 
881 of the exhibits?—A. Yes, sir. 

Q. That is the petition, and appended to the petition for 
attorneys fees an exhibit showing the time spent in the 
matter of the Sonora Phonograph Co. matter?—A. Yes, sir. 

Q. I hand you a statement, and ask you if this statement 
is the result of your computation of the time spent in that 
case?—A. (Examining.) It is. 

Q. That indicates the time spent by Messrs. Dinkelspiel 
& Dinkelspiel as attorneys in the Sonora Phonograph case?— 
A. Yes, sir. 

Q. How many hours did they spend? 

Mr. LINFORTH. One minute. We object to that ques- 
tion on the ground that it is not rebuttal in any sense of 
the word, but part of the original case of the complainants. 

The PRESIDING OFFICER. Is that the only ground of 
objection? 

Mr. LINFORTH. Yes, Mr. President; we base it solely on 
that ground. 

The PRESIDING OFFICER. The objection is overruled. 

(See U.S.S. exhibit 57.) 
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The pending question was read, as follows: 
Q. How many hours did they spend? 


The WITNESS. Sixty-five hours. 

By Mr. Manager PERKINS: 

Q. Mr. Eagan, at the request of the managers on the part 
of the House, did you make a recapitulation of exhibit 44, 
showing the financial transactions of Mr. Sam Leake with 
the Hotel Fairmont, which have been offered in evidence in 
this case?—A. I did. 

Q. I show you a paper entitled Recapitulation, exhibit 
44, room 679”, and ask you if that is the result of your 
work?—A. (Examining.) It is. 

Q. Will you please state just what that recapitulation 
shows on its footings? 

Mr. LINFORTH. We object to the question as not rebut- 
tal in any sense of the word. Article 1 of the impeachment 
articles alleges a conspiracy between the respondent and 
Mr. Leake, and evidence has been introduced on that sub- 
ject. These particular statements which are now referred 
to were offered during the course of the examination of 
witnesses on behalf of the House of Representatives in their 
case in chief, and we submit that subject should have been 
exhausted at that time. It is not rebuttal in any sense of 
the word. It is irrelevant, immaterial, and incompetent, 
and not within any issue of this case other than the one 
to which I have called attention, on which evidence was 
offered in the case in chief. 

The PRESIDING OFFICER. May I see the paper? 

(The paper referred to was handed to the Presiding 
Officer.) 

The PRESIDING OFFICER. It is merely a recapitulation 
of the evidence which came in. I sustain the objection to it, 
but not on the ground which has been offered. I do not 
think it is admissible, because I think the papers speak for 
themselves. 

Mr. Manager PERKINS. Mr. President, this is in the 
nature of convenience evidence for the trial body. I do not 
assume that anyone will have the time to go through all 
these records, and for the purpose of convenience to the trial 
body, we produce this in order to show just what those 
transactions ultimately were. 

The PRESIDING OFFICER. The objection is sustained. 

By Mr. Manager PERKINS: 

Q. Mr. Eagan, can you tell, from an examination of the 
record of Mr. Leake at the Hotel Fairmont, how much money 
in cash he withdrew from the hotel? 

Mr. LINFORTH. We object to that on the same ground. 

The PRESIDING OFFICER. The objection is sustained. 

Mr. Manager PERKINS. Cross-examine. 

Mr. LINFORTH. No questions. 

(The witness retired from the stand.) 

Mr. Manager SUMNERS. Mr. President, we quite recog- 
nize the objection made to the offer, but there is a volume 
of testimony which has been frequently referred to, and the 
Suggestion made that the testimony would not be reprinted 
because of the fact that it is contained in this document. 
We do not desire to make an offer or a tender in the face of 
objection, but it seems to me it would probably be to the 
very great convenience of the Senate, sitting as a court, if 
series 15, part III, in which have been included a great many 
things referred to in the testimony, should, in an official sort 
of way, be incorporated in the record in this case. We do 
not insist that it shall have any particular status before the 
court, but we offer it in order that it may be here for the 
convenience of the members of the court. 

Mr. KING. A parliamentary inquiry. 

The PRESIDING OFFICER. The Senator will state it. 

Mr. KING. I am not quite clear, and I desire to pro- 
pound a parliamentary inquiry as to the tender or sugges- 
tion of counsel. I ask the Presiding Officer whether the 
tender is to have printed the parts referred to or have them 
identified by pages, so that the members of the court, by 
reference to the pages, may know what parts of this large 
document have been incorporated in the record or made 
a part of this case. 
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The PRESIDING OFFICER. Will the manager state? 

Mr. Manager SUMNERS. Mr. President, my statement is 
intended to go to this effect: Here is a volume in which are 
assembled a great many documents which have been offered 
in this case, some of which have been specifically referred 
to. We do not care a thing on earth about how it is ac- 
cepted, or whether it is accepted at all; but it has struck 
me that before the case concludes, counsel for the respond- 
ent, the managers on the part of the House, and the Sena- 
tors themselves, might, upon the suggestion made, arrive 
at some conclusion as to what should be the status of this 
volume in the record of this case. 

The PRESIDING OFFICER. May the Chair ask counsel 
for respondent his view on that question? 

Mr. LINFORTH. Mr. President, this is our position: 
What is in that record I do not know. I did not know of 
its existence until a few days ago, when Mr. Sumners, one 
of the honorable managers, called it to my attention. At 
that time he stated that it included certain accounts which 
we were then offering in evidence, and it was then under- 
stood that those pages of that volume which dealt with the 
matters of those accounts and petitions might be consid- 
ered and referred to instead of having the same printed 
anew in the daily proceedings here. 

What documents other than that may be contained within 
that volume, I do not know. Whether they are relevant or 
not, I do not know. Whether they are in rebuttal or not, 
I do not know. Therefore, I am in no position to make any 
agreement with reference to any paper contained within 
that bound volume until and unless the document is first 
specifically called to our attention. 

Mr. Manager SUMNERS. Mr. President, I am not in a 
position to tender this volume as admissible testimony under 
the rules of evidence, and in view of the suggestions made by 
counsel for the respondent, about the only thing I can sug- 
gest is that this book contains documents which purport to 
be copies of originals, and we can leave them with the Sen- 
ate for whatever use the Senate may deem fit to put them 
to, but certainly we are not in a position to offer them as 
evidence under any rule of evidence of which we know, and 
we do not so offer them as evidence. 

The PRESIDING OFFICER. May the Chair ask the man- 
agers whether they have any more witnesses? 

Mr. Manager SUMNERS. I believe there are 1 or 2 
very short witnesses. I shall have no more to say witb 
regard to this document. 

Mr. KING. Mr. President, I ask unanimous consent, in 
violation of the rule, to make one observation relative to 
this matter. 

The PRESIDING OFFICER. The Senator from Utah asks 
the court for unanimous consent to make an observation 
with reference to this matter. Is there objection? 

Mr. LINFORTH. None whatever from us. 

The PRESIDING OFFICER. The Chair hears none, and 
the Senator from Utah is recognized. 

Mr. KING. Mr. President, as stated by counsel for the 
respondent when he was tendering certain documents, one 
of the honorable managers for the House stated that in 
this volume there were found a number of those documents 
which were offered by counsel for the respondent; and the 
counsel for the respondent, accepting the statement of the 
honorable manager on the part of the House that this 
volume contained a correct statement of the tendered docu- 
ment, agreed, as I understood, that the document tendered 
by counsel for the respondent need not be printed, but that 
reference could be made to this volume in order that mem- 
bers of the court might ascertain just what the document 
Was. 

I therefore suggest that the managers on the part of the 
House and counsel for the respondent confer and before 
the case is concluded indicate the pages in this volume which 
cover the documents in the volume which were offered by 
counsel for the respondent and which were accepted, so that 
the members of the court, by turning to the pages indicated, 
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may know just what part of this volume has been admitted 
in evidence. 

The PRESIDING OFFICER. Counsel have heard the 
suggestion, and it can be taken up at a later date, when we 
have concluded with the witnesses. I suggest that the next 
witness be called. 

Mr. LINFORTH. Counsel for the respondent will be glad 
to follow the course suggested. 

Mr. Manager SUMNERS. We will be glad to do that. 


REEXAMINATION OF HARRY L. FOUTS 


Harry L. Fouts, having been heretofore duly sworn, was 
re-called as a witness and testified as follows: 

By Mr. Manager LEWIS: 

Q. You have already been sworn, have you, Mr. Fouts?— 
A. Yes; I have. 

Q. What is your position?—A. Deputy clerk of the United 
States District Court, Northern District of California. 

Q. You have custody of the original records which have 
been referred to during the trial?—A. I have. 

Q. Have you prepared a summary of the fees paid and the 
dates on which they were paid to the receiver and to the 
attorneys for the receiver in the following cases: Gardner M. 
Olmstead against Russell-Colvin Co., being the so-called 
“ Russell-Colvin case; in the Sonora Phonograph Co. case: 
and in the Helen Lay against the Lumbermen’s Reciprocal 
Association case—A. I have. 

Mr. Manager LEWIS. I may state to the court that this 
is simply a summary of a lot of evidence which has been 
presented, which Mr. Foust has prepared, and we should like 
to introduce his summary, which will be in convenient form 
for the purposes of argument and for the court. 

Mr. LINFORTH. I submit, if the court please, that that 
is wholly incompetent. Counsel can cover that in their 
argument, and they can state what the computation is. 

The PRESIDING OFFICER. The present occupant of the 
Chair thinks that counsel could use it in argument, and 
there would be no reason why either side could possibly be 
injured by having it placed in this convenient form, and, 
therefore, I overrule the objection. 

By Mr. Manager LEWIS: 

Q. You have that document with you?—A. Yes; I have. 

Q. You prepared it?—A. Yes. 

Q. Was it prepared by reference to the original instru- 
ments?—A. It was. 

Q. You have the original documents in court?—A. I have. 

Q. Will you identify this paper?—A. This one here? [In- 
dicating.] 

Q. Yes—A. This is the summary we are talking about. 

Q. I mean, will you identify it in some way? Identify 
it by your signature or intials or something, and we will then 
offer it—A. The clerk informs me that it will be United 
States Senate Exhibit 58. 

Mr. LEWIS. I offer it in evidence for the purpose indi- 
cated. 

The paper admitted in evidence is as follows: 

USS. Exnrrr No. 58 
No. 2595-L, Gardner M. Olmstead v. Russell-Colvin Co. 


PAYMENTS TO H. B. HUNTER, RECEIVER, AS SHOWN BY GENERAL REPORT 
AND ACCOUNT (FIRST) FILED JAN, 10, 


1930 


1931 


112.91 

500. 00 

500. 00 

500. 00 

500. 00 

500. 00 

500. 00 

ug. 500. 00 
100 ˙ DS eT ee, SRR DS Rat Set ee 500. 00 
Cafe] Figs ESA CEARR hae a Reh es algae) SR Wee ee a 500. 00 
GO Sgt be E ² owe ee Ne ot Late oer a oer 500. 00 
e i ey. ea ch Ed Sag Poe ee ts 3 WS Dede Se So ee 500. 00 
By (oy pe 0 eet pb inten Sor ba Ua on AI Myre OE etude pea oe aya oe mn HS OPEN 500. 00 
NOTE 60 aden arent oe trae tet a anne E 500. 00 
gO a | a ET S E E ta Sa r IE Sei PEN SAA ls 500. 00 
9. 112. 91 
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No. 2595-L, Gardner M. Olmstead v. Russell-Colvin Co—Contd. 


PAYMENTS AS SHOWN BY SECOND ACCOUNT OF RECEIVER, 
FILED NOV. 14, 1931 


1930 
pe Tar tie i Rs A ee a $500. 00 
1931 
OR a a Se e ia 500. 00 
WA | ES in Ss DET an SR Se ae SE EE ee 500. 00 
C — TT: eS A rin a Se, 500. 00 
Bog) air | ROE) TR eens OSE Pel oot SER ot tenet E 500. 00 
bY NES ts MB oo Shee Re cee She a bee AAE TEPC ee SET ea 500. 00 
ig BO lS Faw NS Ree tren ee oe 1, 000. 00 
Mar. 20 (fees as receiver, Mar. 10, 1930, to Mar. 12, 
1931, inclusive, $20,000 less $112.91 refunded on 
Grawine sceoun AA—J—r ĩͤ v ee roe 
7 33, 000. 00 
PAYMENTS AS SHOWN BY THIRD ACCOUNT, FILED DEC. 19, 
1931 
Nov. 30, 1931, balance receiver fees to Oct. 15, 1931, as 
allowed Dy nr 3800.00 
Uaa RS ER ER ERP a 40, 500. 00 
PAYMENTS, FEES TO KEYES & ERSKINE 
Mar. 30, 1931 (attorneys’ fees Mar. 13, 1930, to Mar. 17, 
1931, inclusive. Check no. 536, second account cash 
receipts and disbursements) 222 46, 250. 00 
Nov. 30, 1931 (to Keyes & Erskine and John Douglas 
Short, as shown by third account of receiver filed 
e arie 5, 000. 00 
Sonora Phonograph Co,—in bankruptcy 
RECEIVER, GUY H. GILBERT 
Paid Feb. 26, 1930 (details of disbursements second 
report filed Apr. 30, 1930) -...-.---_--____-.-----_.. 1, 556. 00 
Paid May 12, 1930 (p. 1, exhibit G, third and final re- 
port filed June 23, 1930)-------------------------- 2, 562. 83 
Paid July 30, 1930 (check no. 59, Bank of Italy, dated 
rr 2, 855. 64 
6. 974. 47 
ATTORNEY FOR RECEIVER, DINKELSPIEL & DINKELSPIEL 
Paid May 17, 1930 (p. 1, exhibit G, third and final re- 
port of receiver filed June 23, 1930) 15, 249. 43 
Paid July 30, 1930 (check no. 66, 20% 30. 1930, Bank 
I Aa a eR a ee A a 5, 000. 00 
No. 2655. Helen Lay v. Lumbermen’s Reciprocal 
Association 
SAMUEL M. SHORTRIDGE, JR., RECEIVER 
Paid Dec. 4, 1930 (voucher no. 121, third report of re- 
Galvan) RANEE Da ee 3, 000. 00 
Paid Apr. 23, 1931 (list of expenditures from Apr. 1, 
1931, to July 1, 1931, attached to fourth and final 
Soporte) a E 3, 000. 00 
MARSHAL B. WOODWORTH, ATTORNEY FOR RECEIVER 
Paid Dec. 4, 1930 (voucher no. 120, third report) 3, 000. 00 
Paid Apr. 23, 1931 (list of expenditures Apr. 1, 1931, 
to July 1, 1931, attached to fourth and final report) 3, 000. 00 


Mr. LINFORTH. The respondent has no questions. 
The witness retired from the stand. 
RECESS 

Mr. Manager SUMNERS. Mr. President, may the man- 
agers on the part of the House have 7 minutes for a consul- 
tation in order to determine what shall be done with refer- 
ence to the introduction of additional testimony? 

The PRESIDING OFFICER. Is there objection? The 
Chair hears none, and the Senate, sitting as a court, will 
stand in recess for 7 minutes. 

Thereupon (at 3 o'clock and 1 minute pm.) the Senate 
sitting as a Court of Impeachment took a recess for 7 min- 
utes. At the expiration of the recess the Senate reas- 
sembled. 

CONCLUSION OF EVIDENCE 

The PRESIDING OFFICER. Are the managers for the 
House ready to proceed? 

Mr. Manager SUMNERS. Mr. President, the managers on 
the part of the House are ready to announce to the Senate, 
sitting as a court, that they do not have additional testimony 
to offer; that is, with the understanding that counsel for the 
respondent have also finished with their testimony. I in- 
quire of counsel if that is correct? 

The PRESIDING OFFICER. Do counsel for the respond- 
ent have any further testimony to offer? 

Mr. LINFORTH. Mr. President, if the managers on the 
part of the House rest their case, the respondent rests. 

Mr. Manager SUMNERS. Then, we all rest. 


CONGRESSIONAL RECORD—SENATE 


May 23 


Mr. ASHURST. Mr. President, I wonder if I heard aright 
or am I correct in understanding that both the honorable 
managers on the part of the House and the counsel for the 
respondent have rested? 

The PRESIDING OFFICER. The Senator is correct. 

FINAL DISCHARGE OF WITNESSES 

Mr. ASHURST. I ask for an order that all witnesses may 
be finally excused., 

The PRESIDING OFFICER. Is there objection? If not, 
the order is entered, and all witnesses are finally excused 
from further attendance on the Senate sitting as a Court of 
Impeachment. 


REQUEST TO BE EXCUSED FROM ATTENDANCE ON IMPEACHMENT 
PROCEEDINGS 


Mr. COPELAND. Mr. President, on account of illness, I 
have been away from the Chamber for a number of days. 
I was ill for several days before I left. I am happy to say 
that I am now in good health. I heard the opening speech 
of counsel in the Louderback impeachment case; I have 
heard none of the testimony, and feel myself incompetent 
either to vote or to continue as a member of the court. 
Therefore I ask unanimous consent that I may be excused 
from further attendance and from voting in the Impeach- 
ment Court. 

The VICE PRESIDENT. The Senator from New York 
asks unanimous consent that he be excused from further 
attendance upon the court and from voting in the impeach- 
ment proceedings. Is there objection? The Chair hears 
none, and it is so ordered. 


ALLOWANCE OF TIME FOR ARGUMENT 


Mr. ASHURST. Mr. President, at this time I submit the 
order which I send to the desk. 

The PRESIDING OFFICER. The order submitted by the 
Senator from Arizona will be read. 

The Chief Clerk read as follows: 

Ordered, That the time for final argument of the case of Harold 
Louderback shall be limited to 3 hours, which said time shall be 
divided equally between the managers on the part of the House 
of Representatives and the counsel for the respondent, and the 
time thus assigned to each side shall be divided as each side for 
itself may determine. 

Mr. NORRIS. Mr. President, I should like to inquire, be- 
fore the vote is taken on the order, whether that is agree- 
able to both sides? 

The PRESIDING OFFICER. The Chair was just about to 
ask that their view be given by the managers on the part 
of the House, and after that the view will be obtained of 
counsel for the respondent. 

Mr. Manager SUMNERS. Mr. President, the managers 
on the part of the House, both by inclination and neces- 
sity, conform to the pleasure of the Senate. This is a very 
difficult case to present in an hour and a half, due, in no 
small degree, to the fact that many Senators have been 
compelled by urgent matters to absent themselves fre- 
quently from attendance upon the Senate sitting as a court. 
It would be very agreeable to the managers on the part of 
the House—and I hope we do not make ourselves misunder- 
stood—if there could be more time allowed for the narra- 
tive of the evidence in this case, but I also want it under- 
stood that we accept, with perfect submission, the judgment 
of the Senate in that regard, since the Senate is, from this 
time on, more concerned than is the House, because the 
responsibility is the responsibility of the Senate. 

Mr. LINFORTH. Mr. President, on behalf of the re- 
spondent, we announce that we are satisfied with an hour 
and a half, and do not expect to take that much time. We 
go farther, and say that if the learned gentlemen represent- 
ing the prosecution in this matter are willing to submit the 
case to the Senate without argument, so is the respondent. 

The PRESIDING OFFICER. The Senate sitting as a 
court has heard the order read and the request that it be 
adopted. 

Mr. NORRIS. Mr. President, I believe all of us who have 
followed the evidence and heard it realize that it is not 
going to be an easy matter to present the evidence and argue 
it logically and systematically. I think this afternoon some 
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evidence was ruled out that is going to make it necessary in 
the argument to gather together a whole lot of evidence that 
is strung through this case. I do not believe that the Senate 
ought, no matter how tired we are aow, when we are so 
nearly through, to spoil the record and compel the managers 
on the part of the House or the attorneys for the respondent 
to limit their time, especially to an hour and a half on a side. 

I presume the argument will first be made by the man- 
agers on the part of the House, to be followed by counsel for 
the respondent, and then concluded by managers on the 
part of the House. If we divide that time, I think we would 
very seriously interfere with the presentation of the case. 
It seems to me the time ought to be doubled, not necessarily 
to be used, but counsel ought to be given that much time. 

Mr. ROBINSON of Arkansas. Mr. President, I should like 
to inquire what length of time the managers on the part of 
the House feel would be required properly to present the 
case? 

Mr. Manager SUMNERS. Mr. President and the Senator 
from Arkansas, I hope the managers are putting themselves 
in the right attitude before the Senate. They accept what- 
ever the Senate determines. If we were privileged to choose 
between 2 hours and an hour and a half, we would choose 
2 hours in which to attempt to discharge the responsibility 
which we feel we owe to the Senate. It may be that the 
managers on the part of the House estimate that it will 
require longer than it will. 

Mr. ROBINSON of Arkansas. Mr. President, if I may be 
permitted to make a statement, the suggestion of Mr. Man- 
ager Sumners is that if the managers were required to 
choose between an hour and a half and 2 hours, they would 
choose 2 hours. My inquiry was as to what length of time 
the managers feel would be required properly to present 
their case. It is inconceivable to me that there should arise 
here any such issue as appears to be arising as to whether 
an hour and a half or 2 hours would be adequate for proper 
argument of the issues in the case. I should be disposed 
to extend every possible courtesy and consideration to the 
managers on the part of the House. If they had a definite 
request or suggestion to submit, it would be my disposition 
to concede their suggestion; but having failed to do that 
and having manifested their reluctance to indicate what 
length of time is required, in view of the rule governing this 
matter and the limitation that is imposed in the rule as to 
certain proceedings, it has seemed to me that the suggestion 
of the Senator from Arizona [Mr. AsHursT] ought to be 
regarded as adequate. If, however, the managers on the 
part of the House say they cannot properly present their 
case within that time and would require additional time, I 
see no objection to granting it. I do feel, however, that the 
onus is upon them to indicate what length of time is re- 
quired in order properly to present the matter. 

Mr. Manager SUMNERS. In view of the statement of the 
Senator from Arkansas we would appreciate being permitted 
to have 2 hours in which to present the views of the man- 
agers with reference to this case. 

Mr. ASHURST. Mr. President, I, therefore, take the lib- 
erty and privilege of modifying the order which I sent to 
the desk, so that the word “three” shall be changed to 
„four “, and I ask that it be read as modified. 

The PRESIDING OFFICER. The order as modified by 
the Senator from Arizona will be read. 

The Chief Clerk read as follows: 

Ordered, That the time for final argument of the case of Harold 
Louderback shall be limited to 4 hours, which said time shall be 
divided equally between the managers on the part of the House 
of Representatives and the counsel for the respondent, and the 


time thus assigned to each side shall be divided as each side 
for itself may determine. 


The PRESIDING OFFICER. Is there objection to the 
order as modified? If not, the order is entered. 

Mr. ASHURST. Mr. President, I may be out of order, 
but I am doing this in the interest of time. In the Arch- 
bald Impeachment case, which was the last one before this, 
the present senior Senator from Nebraska [Mr. Norris] 
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I have followed that case as to form and procedure as best 
I could. At this juncture of the proceedings in the Arch- 
bald case the Senate went into executive session as jurors 
to pass upon certain questions merely of procedure in fixing 
the time for voting. I hesitate to make such a motion, be- 
cause it may be the Senate will not care to adopt that pro- 
cedure at this time; but if Senators wish to talk, as they 
have the right to do and possibly the duty is incumbent upon 
them to do, this is the appropriate time, because it is con- 
templated that argument will begin at 7 o'clock this even- 
ing. May I have the attention of the senior Senator from 
Oregon [Mr. McNary]? 

Mr. McNARY. Mr. President I do not know whether it is 
the purpose of the able Senator from Arizona to discuss the 
matter in open session. 

Mr. ASHURST. No; I would rather discuss it in executive 
session. 

Mr. McNARY. I simply want to apprise him of the fact 
that I could not consent to an order of that kind at this 
time, but I shall be very happy to discuss it in executive 
session. 

Mr. ASHURST. Then I am going to take the responsi- 
bility and liberty of suggesting, if I can get a second, which is 
required under the rule, that we go into executive session 
with closed doors. 

Mr. KING. I second the request. 

Mr. NORRIS. Mr. President, why would it not be more 
appropriate to wait until argument is concluded before we 
take any such action? 

Mr. ASHURST. Very well. I will withhold any further 
action. I withdraw the motion which I just made. Now, I 
will suggest, without making a motion, that the Senate pro- 
ceed to the consideration of legislative, or, if Senators pre- 
fer, that the Senate take a recess until 7 o’clock this evening, 
and that the argument shall begin at that hour. 

The PRESIDING OFFICER. The Senator does not make 
that as a motion? 

Mr. ASHURST. No; I merely lay the suggestion before 
the Senate, sitting as a court, for its consideration. 

Mr. McNARY. Mr. President, a number of Senators have 
been away from the Chamber today necessarily on account 
of the important business before committees. Two very im- 
portant matters are being investigated by major committees 
of the Senate today. Several of those Senators have ex- 
pressed a desire to read the record, particularly the testimony 
of the respondent himself. I thought, and I still think, that 
probably the fairest way, in consideration of the wishes of 
those Senators, would be to return to legislative session this 
afternoon, adjourning the court until Thursday at 10 o’clock, 
and in the meantime the record will be printed and all Sena- 
tors will have time to inform themselves of the testimony 
and then hear counsel’s argument and decide the case in 
closed executive session. That would meet the convenience 
of those who are unable to be present today. 

I shall not combat, for any personal reason, an evening 
session. I am as anxious as anyone to get through with 
this case. I concur in much the Senator from Arizona has 
said, but I think if we are considering the rights of those who 
are necessarily forced to be absent today, we should concede 
that they should have some opportunity to consider the 
record. 

Mr. ASHURST. Mr. President, I wish at this time to 
acknowledge, and I think the Senate appreciates, the able 
assistance that tHe senior Senator from Oregon [Mr. 
McNary] has rendered to speed the proceedings as much 
as possible consistent with duty and with justice. I am very 
certain that it would not be of any utility or serve any useful 
purpose to prolong the case as far as Thursday. Personally, 
I believe the argument should begin tonight. I fancy it will 
be impossible to secure such an agreement, but I certainly 
think the argument should begin not later than 10 o'clock 
tomorrow morning and that voting should be had not later 
than tomorrow evening. 

Mr. McNARY. I think that is a very fair proposal. If 


was one of the learned managers on the part of the House. | we would conclude our session today as a court, after some 
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attention is given to legislative business, and adjourn the 
court until 10 o’clock tomorrow morning, at which time 
argument would start, everyone would have the printed rec- 
ord early in the morning and an opportunity to read it would 
be afforded. 

Mr. ROBINSON of Arkansas. Mr. President, may I in- 
quire of the managers on the part of the House and of coun- 
sel for the respondent whether they would be ready to 
proceed with the argument this evening? 

Mr. Manager SUMNERS. Mr. President and the Senator 
from Arkansas, the managers have no preference in regard 
to that matter. We would undertake to proceed this after- 
noon if it should be the pleasure of the Senate. 

Mr. LINFORTH. Mr. President, on behalf of the re- 
spondent we announce that we are ready at any time that 
will suit the convenience of the Senate. 

Mr. ROBINSON of Arkansas. May I inquire, then, if we 
may not proceed now with the argument? We can later 
determine when we wish to consider matters in executive 
session. 

Mr. Manager SUMNERS. It would require some period of 
consultation among the managers on the part of the House 
to determine the allocation of time and responsibility. We 
would not be prepared to start at this moment anyway. 

Mr. LONG. Mr. President, may I inquire of the Senator 
from Arkansas if he has asked that the argument be pro- 
ceeded with this afternoon? 

Mr. ROBINSON of Arkansas. Yes. Mr. President, I am 
going to make the suggestion that the Senate sitting as a 
court take a recess at this time, and that the Senate proceed 
to the consideration of legislative business for a time, and 
that at the hour of 7:30 o’clock this evening the court 
resume its sitting for the purpose of hearing argument. 
That will afford an opportunity to confer, and then it will 
necessarily carry over the conclusion of the matter, probably 
until tomorrow, but it will not work inconvenience to either 
party to the controversy. I make that suggestion. 

The PRESIDING OFFICER. The Senator from Arkansas 
makes the suggestion. 

Mr. McNARY. Mr. President, I must again state the 
attitude of some who are absent today. I thought that it 
would be a very fair proposition to recess until 10 o’clock 
tomorrow morning, giving Members an opportunity for a 
short time in the morning to read the record of the testimony 
of the respondent and have it before them, and the argument 
then proceed. 

Mr. ROBINSON of Arkansas. In view of the insistence 
of the Senator from Oregon I suggest that the Senate, sit- 
ting as a court, now rise and resume its session at 10 o’clock 
tomorrow morning for the purpose of proceeding to the 
conclusion of the case. 

The PRESIDING OFFICER. The Senator from Arkansas 
asks that the Senate sitting as a Court of Impeachment 
recess until 10 o’clock tomorrow morning. Is there objec- 
tion? The Chair hears none. 

Thereupon (at 3 o’clock and 30 minutes p.m.) the Senate 
sitting as a Court of Impeachment took a recess until to- 
morrow, Wednesday, May 24, 1933, at 10 o’clock a.m. 


LEGISLATIVE SESSION 


The Senate, pursuant to the order for a recess entered 
yesterday, resumed legislative session. 


THE JOURNAL 


On motion of Mr. Rosrnson of Arkansas, and by unani- 
mous consent, the reading of the Journal for the calendar 
days of May 15 to May 20, inclusive, was dispensed with, 
and the Journal was approved. 


MESSAGE FROM THE HOUSE 


A message from the House of Representatives, by Mr. 
Haltigan, one of its clerks, announced that the House had 
agreed to the report of the committee of conference on the 
disagreeing votes of the two Houses on the amendments of 
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the House to the bill (S. 753) to confer the degree of bachelor 
of science upon graduates of the Naval, the Military, and 
the Coast Guard Academies. 


RATIFICATION OF PROPOSED CHILD-LABOR AMENDMENT BY NEW 
HAMPSHIRE 


The VICE PRESIDENT laid before the Senate a letter from 
the secretary of state of New Hampshire, transmitting a 
concurrent resolution, adopted by the Legislature of the State 
of New Hampshire, ratifying the proposed child-labor amend- 
ment to the Constitution, which, with the accompanying 
resolution, was ordered to lie on the table and to be printed 
in the Recorp, as follows: 


STATE or New HAMPSHIRE, 
SECRETARY OF STATE, 
Concord, May 22, 1933. 
To the PRESDING OFFICER UNITED STATES SENATE, 
Washington, D.C. 

Sm: We have the honor to submit herewith the concurrent 
resolution ratifying a proposed amendment to the Constitution of 
the United States relative to the regulation and limitation of 
labor by persons under 18 years of age. 

Very truly yours, 
ExocH D. FULLER, 
Secretary of State. 
STATE oF NEw HAMPSHIRE, 1933. 
Concurrent resolution ratifying a proposed amendment to the 
Constitution of the United States of America 

Whereas both Houses of the Sixty-eighth Congress of the United 
States of America, by a constitutional majority of two thirds 
thereof, made the following 8 to amend the Constitu- 
Sante of the United States America in the following words, 


“Joint resolution proposing an amendment to the Constitution of 
the United States 

“Resolved by the Senate and House of Representatives of the 
United States of America in Congress assembled (two thirds of 
each House concurring therein), That the following article is 
proposed as an amendment to the Constitution of the United 
States, which, when ratified by the legislatures of three fourths 
of the several States, shall be valid to all intents and purposes as 
a part of the Constitution: 

““ARTICLE — 

* SECTION 1. The shall have power to limit, regulate, 
and prohibit the labor of persons under 18 years of age. 

‘Sec. 2. The power of the several States is unimpaired by this 
article, except that the operation of State laws shall be suspended 
to the extent necessary to give effect to legislation enacted by the 
Congress 

Therefore be it 

Resolved by the House of Representatives of the — of New 
Hampshire (the senate concurring), That the proposed 
amendment to the Constitution of the United Staten of America 
be, and the same is hereby, ratified by the Legislature of the State 
of New Hampshire. 

That certified copies of this preamble and concurrent resolu- 
tion be forwarded by the Governor of this State to the 
of State at Washington, to the Presiding Officer of the United 
States Senate, and to the Speaker of the House of Representatives 
of the United States. 

May 17, 1933. 

Attest: 
EnocH D. FULLER, 

Secretary of State. 


PROPOSED HIGHWAY CONSTRUCTION IN TEXAS 


The VICE PRESIDENT laid before the Senate resolutions 
adopted by the directors of the Chamber of Commerce of 
Center, and the Commissioners Court of Van Zandt County, 
in the State of Texas, endorsing the program of President 
Roosevelt and favoring the inauguration of a public-works 
program for unemployment relief providing highway con- 
struction in the State of Texas, which were referred to the 
Committee on Finance. 


PETITION FOR ABOLITION OF RAILROAD GRADE CROSSINGS 


Mr. LEWIS. Mr. President, I present and ask unanimous 
consent to have printed in the Recorp and appropriately 
referred a petition from Prof. Edward T. Lee, the head of 
the John Marshall Law School, of the city of Chicago, who 
is a yery distinguished man, for the abolition of railroad 
grade crossings. 

There being no objection, the petition was referred to the 
Committee on Interstate Commerce and ordered to be printed 
in the RecorD, as follows: 


[SEAL] 


1933 


“WHAT SHALL A MAN NOT GIVE IN EXCHANGE FOR HIS LIFE? ”—" FIVE 
YOUTHS KILLED WHEN IOWA TRAIN AND AUTO CRASH ”—“ THREE 
KILLED IN INDIANA ACCIDENT” (MAN, WIFE, AND SISTER)—" THREE 
KILLED AS FAST TRAIN SMASHES AUTO” (A YOUNG COUPLE AND A 
12-YEAR-OLD GIRL WERE KILLED) 


To the Senate and the House of Representatives of the United 

States of America, in Congress assembled: 

Your petitioner, a citizen of the United States, residing in the 
city of Chicago, State of Ilinois, respectfully represents: 

1. That the above quotations are taken from a Chicago news- 
paper on 2 successive days. The number might be increased 
by similar daily killings in various parts of our country. Statis- 
tics show that in 12 years, from 1919 to 1930, 25,354 human beings 
in the United States were killed, many horribly, in railroad cross- 
ing accidents, and that 72,700 were injured, many of them doubt- 
less crippled and rendered useless for life. At that rate there will 
be killed in a single generation more persons than the number 
of the United States soldiers killed in the World War (47,949). 
This slaughter of the innocent (for those killed were not guilty 
of any crime punishable by death) pales into insignificance the 
number of victims of the car of juggernaut in ages and coun- 
tries we choose to as uncivilized. The roads through the 
tiger-infested jungles of India and Africa are safer today than 
our American highways; and in those countries efforts are made 
to destroy the cause. No effective steps have been taken to re- 
move the danger and to stop this ess destruction of human 
lives in large portions of our country. Communities have left the 
matter to the railroads—the railroads to communities. 

2. What, then, is to be done about it? Communities and rail- 
roads today, even if they wanted to abolish these grade crossings, 
are not in a financial position to do so. State, county, and munici- 
pal, as well as private corporate resources, are too exhausted for 
such an undertaking. It is most obvious that the railroads have 
not the money and will never have the money to abolish these 
man-killing grade crossings, nor can they be compelled to do so, 
Many of them are bankrupt, others on the verge of bankruptcy. 
Eventually the United States may take over the railroads of the 
country. Certainly it will have to continue its present policy of 
assisting them in the interests of interstate commerce. 

3. In this situation, and in the present state of unemployment, 
when the Government of the United States is considering and de- 
vising means to combat the present business depression and 
to start again the wheels of industry, is it not a practical sugges- 
tion that the Congress should authorize the President to undertake 
this humane work of saving the lives of our citizens, more precious 
than things material? What wakes of human sorrow and finan- 
cial loss follow these unn deaths no imagination can pic- 
ture. Young and old, rich and poor, good and bad alike are vic- 
tims. Only the fact that these occur a few at a time 
and in many different places lulls us all into a feeling of security 
for ourselyes and ours, keeps us from rising in our might to end 
them, as we would if a public enemy or hostile force of nature 
were smiting us. 

4. Would not this work be an investment on the part of the 
Government? Would it not, if undertaken, have the distinct ad- 
vantage over all other plans of relief of reviving industry in 
every one of the 48 States of the Union? For in every one of 
these States are these deadly railroad Their removal 
would give employment in every locality where one exists, calling 
for unskilled and skilled labor, demanding the products of the 
mill, the mine, the factory, thus reviving industry in many of its 
forms and in many places. 

If this work should cost $500,000,000 or more, it would be a 
wise investment, for the expenditure would be for work that 
ought to be done, and it would in time pay for itself in the saving 
not only of material things but in the most precious of our pos- 
sessions—the lives of our fellow citizens. It would be an appro- 
priation that, in my opinion, would meet with the full approval 
of our people everywhere. 

5. Your petitioner, therefore, respectfully prays that the Con- 
gress of the United States may this daily and avoidable 
destruction of the lives of our fellow citizens and provide for the 
general welfare by appropriating a sufficient sum of money to 
abolish grade crossings along our main highways of travel lying 
outside the limits of municipalities in the United States. 

Respectfully, 
Epwarp T. LEE. 


CHicaco, ILL., May 6, 1933. 
LOANS TO THE LIVESTOCK INDUSTRY 

Mr. McCARRAN. Mr. President, I ask unanimous con- 
sent to have printed in the Recorp and appropriately re- 
ferred resolutions of the stock growers of eastern Nevada 
pertaining to loans that should be granted to the stock in- 
dustry from the Reconstruction Finance Corporation. 

There being no objections, the resolutions were referred 
to the Committee on Banking and Currency and ordered to 
be printed in the Recorp, as follows: 


Resolutions and recommendations offered at a meeting of the 
Elko Chamber of Commerce, held at Elko, Nev., on April 27, 1933, 
together with representatives of the Eastern Nevada Woolgrowers 
Association and prominent members of the Nevada Livestock Asso- 
ciation, and unanimously passed and adopted at the regular meet- 
ing of the Elko Chamber of Commerce, held at Elko, Nev., on May 
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11, 1933; H. L. Bartlett, president of the Elko Chamber of Com- 
merce, presiding; the same being in the words and figures as 
follows, to wit: 

“Whereas the present economic and financial difficulties com- 
mon to nearly every part of the country, which, with the closing 
of the oldest banking institutions of the State, place the livestock 
industry of this section in a most serious situation; and 

“ Whereas it is currently reported that the several loan agencies 
of the Government of the United States are to be reorganized and 
consolidated; and 

“Whereas prompt and unrestricted action (not hampered by 
technicalities and so-called “red tape” and bureaucracy), fully 
protected by safe, sane, and common-sense business methods, is 
the essential need of the hour; and 

“ Whereas practically all Elko County cases are cited where more 
than 5 months have passed since application was made for needed 
financial aid, and this aid is still being delayed by correspondence 
concerning technical questions, and the attitude of said agencies 
seems to be one of passive resistance; and, while it is assumed 
that these agencies were set up for the sole purpose of assisting 
the livestock industry, cases exist where the entire legal battery 
is focused on some technical objection, without suggestion as to 
remedy, while practically all such cases are amenable to adjust- 
ment and correction; 

“Now, therefore, this body recommends that some method be 
devised by the new agency to be set up for the relief of the live- 
stock and other industries, whereby such relief may be provided 
with the least possible delay, consistent with good, sound business 
practices, and that emphasis be placed on actual rather than 
fine-grained technicalities. 

“ We, therefore, heartily approve of the reorganization and con- 
solidation of the several loan agencies. 

“We further recommend that the Federal Loan Agency Act be 
amended to make loans on ranch property based on the appraisal 
value of the ranch as a complete unit, giving due consideration 
to well-improved ranch properties, their ownership, leased lands, 
grazing rights and other established rights; such appraisal value 
to be based on the complete operating unit. 

“We further recommend that in all cases of old and well- 
established outfits, who have gained recognition for efficient man- 
agement and whose record and standing are above reproach, where 
their operations are conducted on a larger scale than the average 
stockmen, that the amount which they may borrow be only 
limited by the value of the security offered. 

“We further recommend that these loans be made to corpora- 
tions, copartnerships, and associations as well as individuals. 

“We further recommend that these and all existing loans be 
reamortized on a 40-year basis, and that the rate of interest be 
not in excess of 3 percent per annum. 

“We further recommend that, in view of the fact that Elko 
County is the center of one of the largest livestock districts of 
the State of Nevada, a loan agency be set up at Elko, Nev. for the 
convenience of the stockmen.” 

H. L. BARTLETT, 


President of the Elko Chamber of Commerce. 


Mito Taser, Secretary. 
REPORTS OF COMMITTEES 


Mr. SHEPPARD, from the Committee on Commerce, to 
which was referred the bill (S. 1564) to revive and reenact 
the act entitled “An act authorizing the Great Falls Bridge 
Co. to construct, maintain, and operate a bridge across the 
Potomac River at or near Great Falls”, approved April 21, 
1928, reported it with an amendment and submitted a report 


Attest: 


(No. 89) thereon. 


Mr. BULKLEY, from the Committee on Banking and Cur- 
rency, to which were referred the following bills, reported 
them each with amendments and submitted reports thereon: 

S. 1648. An act to amend the Reconstruction Finance Cor- 
poration Act, as amended, to provide for loans to closed 
building and loan associations (Rept. No. 90); and 

H.R. 5240. An act to provide emergency relief with re- 
spect to home-mortgage indebtedness, to refinance home 
mortgages, to extend relief to the owners of homes occupied 
by them and who are unable to amortize their debts else- 
where, to amend the Federal Home Loan Bank Act, to in- 
crease the market for obligations of the United States, and 
for other purposes (Rept. No. 91). 


BILLS INTRODUCED 


Bills were introduced, read the first time, and, by unani- 
mous consent, the second time, and referred as follows: 

By Mr. POPE: 

A bill (S. 1750) to broaden the lending powers of the Re- 
construction Finance Corporation to include apiarians; to 
the Committee on Banking and Currency. 

A bill (S. 1751) to extend the provisions of the act entitled 
“An act to extend the period of time during which final 
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proof may be offered by homestead entrymen”, approved 
May 13, 1932, to desert-land entrymen, and for other pur- 
poses; to the Committee on Public Lands and Surveys. 

By Mr. BYRD: 

A bill (S. 1752) to extend certain letters patent to the 
Stark Car-Coupler Corporation; to the Committee on Pat- 
ents. 

By Mr. BULKLEY: 

A bill (S. 1753) for the relief of Marcella Leahy McNerney; 
to the Committee on Foreign Relations. 

By Mr. DICKINSON: 

A bill (S. 1754) to extend the times for commencing and 
completing the construction of a bridge across the Missis- 
sippi River at or near New Boston, III.; to the Committee on 
Commerce. 

REGULATION OF OIL PRODUCTION—CHANGE OF REFERENCE 

Mr. CAPPER. Mr. President, on the 19th of May I intro- 
duced Senate bill 1736, for the regulation of the oil industry. 
It was first referred to the Committee on Interstate Com- 
merce. I ask unanimous consent that that committee may 
be discharged from the further consideration of the bill, and 
that it be referred to the Committee on Finance. 

The PRESIDING OFFICER (Mr. Brack in the chair). 
The Senator from Kansas asks unanimous consent that the 
Committee on Interstate Commerce, to which has been re- 
ferred Senate bill 1736, may be discharged from the further 
consideration of the bill, and that it be referred to the 
Committee on Finance. Is there objection? 

Mr. DILL. Mr. President, although this bill is properly 
one belonging to the Committee on Interstate Commerce, I 
have no objection if the Senator desires to have it go to 
another committee. I do not know, however, what other 
committee would have jurisdiction of it. 

Mr. CAPPER. It contains provision for the collection of 
a tax, and probably more appropriately belongs to the 
Finance Committee. 

Mr. DILL, I have no objection to the reference of the bill 
to that committee. 

The PRESIDING OFFICER. There being no objection, it 
is so ordered. 

REGULATION OF BANKING—AMENDMENT 

Mr. AUSTIN submitted an amendment intended to be 
proposed by him to Senate bill 1631, the banking bill, which 
was ordered to lie on the table and to be printed. 

CONFERRING OF DEGREES UPON NAVAL ACADEMY GRADUATES—CON- 
FERENCE REPORT 

Mr. TRAMMELL. Mr. President, I ask for the immediate 
consideration of a conference report which I have hereto- 
fore submitted. 

The PRESIDING OFFICER. The report will be read. 

The Chief Clerk read as follows: 


The committee of conference on the disagreeing votes of 
the two Houses on the amendments of the House to the bill 
(S. 753) to confer the degree of bachelor of science upon 
graduates of the Naval Academy having met, after full and 
free conference, have agreed to recommend and do recom- 
mend to their respective Houses as follows: 

That the Senate recede from its disagreement to the 
amendment of the House to the text of the bill, and agree to 
the same with an amendment as follows: After the word 
“ Academies ”, at the end of the said amendment, insert the 
following: “,from and after the date of the accrediting of 
said academies by the Association of American Universities“; 
and the House agree to the same. 

That the Senate recede from its disagreement to the 
amendment of the House to the title of the bill and agree to 
the same. 

PARK TRAMMELL, 

FREDERICK HALE, 
Managers on the part of the Senate. 

CARL VINSON, 

FRED A. BRITTEN, 
Managers on the part of the House. 


The PRESIDING OFFICER. Is there objection to the 
immediate consideration of the conference report? 

Mr. KING. Mr. President, I should like to ask for some 
information in regard to this matter. 

Mr. TRAMMELL. I will give a very brief explanation of 
it, Mr. President. 

The Senate passed a bill providing that the degree of 
bachelor of science should be given to graduates of the 
Naval Academy at Annapolis. The bill went to the House, 
which added to it a provision that the Military Academy 
at West Point and the Coast Guard Academy should also 
be permitted to give those degrees. The Senate disagreed 
to the amendment of the House, and asked for a confer- 
ence; and at the conference it was agreed that an amend- 
ment should be added to the amendment made by the House 
to the effect that the degree of bachelor of science should 
be granted by these institutions only when they were ac- 
credited by the Association of American Universities. 

Mr. KING. Does either the amendment or the confer- 
ence report provide that the Coast Guard school shall also 
be authorized to grant the degree of bachelor of science? 

Mr. TRAMMELL. It provides that they shall be so au- 
thorized when they are an accredited institution of the Asso- 
ciation of American Universities. At the present time I doubt 
if they would meet that standard; but they will have to 
meet the same standard that the other two institutions meet 
before they will be entitled to confer the degree. 

Mr. KING. From the Senator’s investigation as chair- 
man of the Committee on Naval Affairs, has any informa- 
tion been brought to the attention of the committee that 
would warrant the assumption that persons who are study- 
ing in the Coast Guard school are entitled to the degree of 
bachelor of science or bachelor of arts? 

Mr. TRAMMELL. It is claimed that the Coast Guard 
Academy now has about the same curriculum standard as 
the Naval Academy. They have a 4-year course. It has 
been very much enlarged. The first graduates under the 
4-year course, I think, will graduate next year. The com- 
mittee of conference felt willing to put a provision in the 
report that if they should meet the standard of requirement 
that is complied with by the other colleges throughout the 
country they could confer the degree just the same as the 
other two schools; but I understand that for this particular 
year they would not meet that standard. I do not think 
there is any question about that, although they claim that 
they have now put the curriculum on the same basis as the 
other institutions, covering a 4-year period. 

Mr. KING. This bill, then, is designed to confer degrees 
by act of Congress. In other words, instead of receiving 
degrees from educational institutions, they are to be con- 
ferred by legislative act. 

Mr. TRAMMELL. If they comply with certain standards, 
they can confer the degree. Of course, the Naval Academy 
and the Military Academy meet that requirement now. The 
other school probably does not. 

The PRESIDING OFFICER. Is there objection to the 
immediate consideration of the conference report? The 
Chair hears none. The question is on agreeing to the con- 
ference report, 

The report was agreed to. 

LONDON ECONOMIC CONFERENCE—ADDRESS BY ASSISTANT SECRE- 
TARY MOLEY 

Mr. McADOO. Mr. President, I ask unanimous consent 
to have printed in the Recorp an address delivered over the 
radio by Assistant Secretary Moley on May 20 on the Lon- 
don Economic Conference. It is a very interesting and illu- 
minating discussion of some very important problems. 

There being no objection, the address was ordered to be 
printed in the Recorp, as follows: 

The World Economic and Monetary Conference, which 
next month in London, is the result of the historical conference 
at Lausanne a year ago. Toward the close of that conference in 
July of last year, a resolution was adopted suggesting that the 


general program of the London conference should be divided into 
two parts, financial and economic, 
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Among the financial-questions were monetary and credit policy, 
exchange policies, the level of prices and the movement of capital. 

Among the economic questions, the Lausanne resolution sug- 
gested the general subject of improved conditions of produce 
and trade interchange, with particular attention to tariff policy; 
prohibition and restrictions of imports and exports, quotas and 
other barriers to trade and producers“ agreements. 

In preparing for the conference, the nations created what was 
known as an “Agenda committee”, charged with the duty of 
exploring the field in a preliminary way and of setting up a 
program for the consideration of the conference. 

The work of this committee cannot in any restricted sense 
bind the conference itself and insofar as the Agenda committee 
expressed opinions, these cannot be binding on the conference. 
It did, however, set up a fairly satisfactory list of topics to guide 
the conference and make some helpful suggestions with regard 
to the consideration of each. 

It may be interesting in view of the importance of the Agenda 
in planning the course of action for the conference to describe 
its essential outlines. It begins with a discussion of the con- 
ditions under which a successful restoration of a free gold stand- 
ard may be considered. No positive and dogmatic conditions are 
laid down with regard to this. This following statement indi- 
cates the care with which the Agenda committee handled this 
subject: 

“The time when it will be possible for a particular country 
to return to the gold standard and the exchange parity at which 
such a return can safely be made will necessarily depend upon the 
conditions in that country, as well as those abroad, and these 
questions can only be determined by the proper authorities in each 
country separately.” 

RETURN TO GOLD STANDARD AN OUTSTANDING TOPIC 


It should be noted that this was said by a committee meeting 
some months before the United States left the gold standard. 
It was no doubt an expression which met with the full approval 
of the representatives of countries that were then off the gold 
standard and, presumably, represented the particular conditions 
to be faced by a country in such a status. No doubt the con- 
sideration and thorough exploration of this question will be 
one of the most useful discussions of the conference. 

The agenda, moreover, suggests the importance of a joint con- 
sideration of currency policy to be followed prior to such a gen- 
eral restoration. It invites an examination of various practical 
questions related to the functioning of the gold standard, such 
as the relation between political authority and central banks, 
a question now under discussion here in the United States. 

The problem of monetary reserves is also involved. The agenda 
suggests the lowering of cover ratios and other methods of econo- 
mizing gold and, finally, in this connection, the cooperation of 
central banks and credit policy. 

One of the very important questions to be considered will be 
the status of silver in world economic policy. Not only the 
United States but many other nations have a deep concern in 
this question, which will probably be centered around various 
methods of raising the price of silver. 

In preliminary discussions, foreign governments have expressed 
themselves as sympathetic to this general point of view. As is 
pointed out by sound advocates of silver, it is not a question of 
remonetizing silver so much as the enhancement in the price 
of silver in order that oriental and South American countries may 
again be able to purchase American goods. 

A major section of the agenda deals with the level of prices. 
It points out that the tremendous fall in the price level makes 
the position of debtors exceedingly disquieting and unpleasant. 
This general situation produces a world-wide distress. 

Moreover, decline in prices has not proceeded at the same pace 
for all classes of commodities. This has caused very serious con- 
fusion in international adjustments. Here again, the majority of 
the representatives of the various nations participating in the 
conferences in Washington in the past month have favored con- 
structive action to increase the price level. 

A further section of the agenda is entitled, The Resumption of 
the Movement of Capital.” This covers not only the question of 
existing indebtedness, but suggests the possibility of new and 
safer methods of international lending. 

Probably the most perplexing and difficult part of the con- 
ference will have to do with the restrictions on international trade. 
The report of the agenda committee very strongly points out the 
innumerable methods now used by nations to establish trade ad- 
vantages, including not only tariffs but exchange restrictions, 
clearing agreements, measures relating to the obligation to affix 
marks of origin on imported goods, quotas, prohibitions, and 
many others. It points out the various methods of dealing with 
these restrictions, the difficulties and advantages in the case of 
each. Practical measures with respect to this subject will no 
doubt be presented for consideration. 

The agenda suggests economic agreements with respect to spe- 
cific articles like wheat, and, also, various metals. Finally, the 
oe suggests some consideration of shipping and of ship sub- 
sidies. 

UNITED STATES BARS WAR DEBTS AS TOPIC 

The American delegates on the agenda were especially enjoined 
not to permit the introduction of the subject of the debts owed 
to the United States by foreign governments into the list of topics 


to be discussed at the conference. This wise prohibition repre- 
sented not only the point of view of the Hoover administration 
but of the present one as well. 

It was the firm conviction of President Roosevelt, expressed even 
before his inauguration, that the subject of these debts should 
not be considered in connection with general economic matters 
of mutual interest, although they might be discussed concur- 
rently. His contention has been that the various matters involved 
in the conference can, most of them, be adjusted to the mutual 
advantage and satisfaction of the various parties concerned and, 
except in unusual cases, the settlement of one need not be based 
upon the settlement of another. 

It is, for example, exceedingly difficult to measure the relative 
values of a trade concession, let us say, against an agreement to 
stabilize currency.. Any general process of trading results in an 
international market place rather than in an economic confer- 
ence looking to the general rehabilitation of the world on a 
sounder and more enlightened basis. 

Somewhat in the spirit of this position is the contention of the 
present administration that the debts are not a matter to be 
traded against other matters but are essentially questions to be 
determined in consultation with the countries concerned. The 
further point is that the debtor countries cannot be 
collectively in the consideration of the debts and that each one 
separately and distinctly should be heard at any time that it 
wishes to present suggestions or requests. 

It was clear very early in this present year that much of the 
success of the conference would depend upon the extent to which 
the participating governments understood each others’ problems 
and points of view, before the conference should assemble. 

Therefore, President Roosevelt invited to Washington individ- 
ually representatives of various countries to discuss the considera- 
tions involved in the economic conference. This invitation re- 
sulted in individual discussions between representatives of the 
United States and a score of nations. 

Some of the nations, notably England, France, Italy, Germany, 
and China, sent special representatives, accompanied by e 
delegations. Others delegated their accredited representatives in 
this country to carry on these conversations. 

In these conferences there were reviewed by the various topics in 
the agenda of the conference, and the points of view of the various 
governments were mutually and sympathetically reviewed. These 
preliminary conversations were not intended to be definite. Agree- 
ein were not sought, but rather mutual understanding was 
sought. 

One thought has come to the foreground of my own mind as I 
have met and talked with these various representatives. It is the 
thought that the people of the world, as well as their own rulers, 
have so suffered during these years of the depression that there is 
everywhere a feeling of nervousness, not to say fear, in the face of 
the problems which are involved in recovery. It is not bitter-end 
chauvinism nor cold and calculated selfishness that makes the way 
to universal agreement so difficult. It is fear and uncertainty. 

The disposition of all of these delegates to lend a willing hand 
to general recovery was unmistakable. The communiques of good 
will and hope issued by President Roosevelt and the various leaders 
during these conferences were not mere formal expressions of 
international piety but bespoke a concerted desire to be helpful. 
No one who came into contact with these representatives could 
fail to discern their sincerity. 

But they were, nearly all of them, just as we have been, afraid. 
They had all experienced the heart-breaking burdens attendant 
upon participation in the governing of nations which were, for 
many economic reasons, deeply depressed. If the nations have 
taken measures to protect themselves even to the extent of shut- 
ting out contacts with others, it is largely due to this psychology. 
To become resentful in the face of these matters is to make them 
still worse. 


FEAR AMONG NATIONS IS MOST SERIOUS PROBLEM 
This deep fear of the nations of the world is the most serious 


-problem which must be met at the World Economic Conference. 


That it can be partially dissipated by the initial meetings can 
be confidently expected.. But it must be remembered that each 
delegate in London will have come from a nation over which the 
icy atmosphere of economic fear has prevailed. ‘The delegates may, 
as individuals, join in a common spirit of give and take, but their 
conclusions will always be modified by what their parliamentary 
bodies will be willing to approve. 

This means for one thing that the thought of what reaction 
they will meet when they return home will act as a restraint upon 
what they are able to accomplish at the conference itself. And it 
means in addition that they will be actuated by a personal pride 
in achieving as much as they can—in other words, in achieving a 
diplomatic victory for themselves. 

This suggests a competitiveness among the delegations which 
will reflect and intensify the larger competitiveness among the 
nations they represent. 

One of the great problems of the conference will be to reduce 
to a minimum this spirit of competitiveness. It can be done in 
part by mutual understanding and in part by a limitation of the 
efforts to those suggestions that provide the opportunity for a 
genuine meeting of minds. - 

In other words, the conference will best serve the hopes and 
expectations of the world if it does not attempt the unattainable, 
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That this will be true no one can doubt after a calm review of the 
views of the practical men sent here by the foreign nations to 
discuss their problems with us. 

There are, however, some problems for which solutions will 
probably be found. The first of these relates to the immediate 
monetary policy of the various governments. No doubt the estab- 

lishment of better relationships between the central bank in each 
country and the government of that country, together with a 
closer cooperation between all central banks, would help recovery. 

This is primarily a matter for the action of the central banks, 
but it might well be supplemented by an agreement among gov- 
erments to synchronize policies of internal public expenditures 
with the aim of increasing internal trade and employment. Of 
course, the details of such policies of public expenditures and 
other action will necessarily be left to the governments them- 
selves; but there is a great value to be derived from coordinating 
these policies by international understandings. 

At the present time, specifically, the United States is in the act 
of working out its own internal policy of public expenditures. 
That is in part the import of the message sent by President 
Roosevelt to the Congress last Wednesday. Part of the philosophy 
behind this measure is that the Government is seeking to 
counteract the element of uncertainty in our economic life which 
makes individuals unwilling to engage in normal business activity. 

It is necessary to repeat, however, that determination of such 
policies must in the final analysis be left to each government. 
But the coming conference should provide the theater for a 
better mutual understanding of the policies of the participating 
governments, 

The second. problem with regard to the money matters relates 
to exchange. It is generally agreed that out of the conference 
there must come progress in the removal of exchange restrictions. 

These restrictions exist because of topheavy debt structures, 
but action with regard to this is not, however, primarily a Gov- 
ernment problem. These debts are for the most private debts. 
But it is possible for governments to guide their nationals toward 
the finding of a solution. 


TARIFF AMONG ISSUES OF DOMESTIC DIFFICULTY 


from the financial questions to the. second class of 
problems, economic matters, we find questions much more difi- 
cult of solution. All of the nations, including our own, have in 
the past years erected tariffs and other barriers against trade, 
designed to secure for themselves a favorable balance of pay- 
ments. The erection of such barriers has often gone hand in 
hand with various exchange operations. 

The process by which this has happened is long and intricate 
and need not be gone into here. But the fact is that in the 
past 10 years each nation has been moving in the direction of 
setting up a self-contained economic life within its own borders. 
Thus it will be difficult to make extensive attacks upon trade 
barriers, however much this may be desired. s 

This points to a fact which should be made very plain. It 
should not be expected that the conference itself is going to be 
able to lay out a plan for a series of international measures 
which will bring about the alleviation of economic difficulties all 
over the world. 

It is a popular fallacy that the depression has acted like a 
kind of disease which has swept over one nation after another 
by the process of contagion. It was argued by a number of dis- 
tinguished Republicans in the last campaign that our own de- 
pression came as a result of a bank failure in Austria. 

The fact is that there are many depressions in many countries, 
which did not come upon them at the same time and which have 
not affected them in the same way. It is overwhelmingly clear 
that a good part of the ills of each country is domestic. 

The action of an international conference which attempted to 
bring about cures for these difficulties solely by concerted inter- 
national measures would necessarily result in failure. In large 
part the cures for our difficulties lie within ourselves. Each na- 
tion must set its own house in order and a meeting of representa- 
tives of all of the nations is useful in large part only to coor- 
dinate in some measure these national activities. Beyond this 
there are relatively few remedies which might be called “ interna- 
tional remedies.” 

The failure of international conferences arises from two mis- 
takes. The first is that the general public is led to expect alto- 
gether too much from such international action. 

The other mistake is that the mutual enthusiasm of those par- 
ticipating in conferences leads them to attempt more than can 
reasonably be expected in the way of accomplishment. 

The clear understanding of these possibilities of danger must be 
had in approaching this conference. It is very important that 
such mistakes be avoided. 

With clear understanding of the nature of the conference and 
its objectives, the people of the United States can place the ad- 
vantages that they may expect from it in the proper proportion 
to their general view of their own economic recovery. Above all, 
they must recognize that world trade is, after all, only a small 
percentage of the entire trade of the United States. This means 
that our domestic policy is of paramount importance. 

We must recognize, all of us, that common sense dictates that 
we bulld the basis of our prosperity here and direct all of our 
efforts to the end that our national welfare and prosperity may 
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lead us away from the distress into which the depression plunged 
us. But wise international cooperation can help distinctly and 
permanently. 


AGRICULTURAL LEGISLATION—ADDRESS BY EDWARD A. O’NEAL 


Mr. BANKHEAD. Mr. President, I ask unanimous con- 
sent to have printed in the Recorp an address by Edward 
A. O’Neal, President of the American Farm Bureau Federa- 
tion, delivered over the radio on May 13, 1933. 

There being no objection, the address was ordered to be 
printed in the Recor, as follows: 


Congress has been in session a little over 2 months. During 
these few momentous weeks more far-reaching legislative and ad- 
ministrative action has been taken by the Government at Wash- 
ington than in any similar period in the history of the Nation. 
The new deal for agriculture and the Nation is being put into 
effect with a speed and definiteness that is most gratifying. It is 
somewhat bewildering to some of the oldtimers around Washing- 
ton who are accustomed to the usual deliberateness and hesitancy 
in legislative procedure. The remark is heard frequently here 
that events are moving so rapidly that it is difficult to keep up 
with them. : 

Consequently, I feel that nothing I could say today would be 
of more interest to you, or: more timely, than to give a brief 
report of what has been done here at Washington during the 
past 2 months to end the depression and restore prosperity to 
agriculture and the Nation. 

Last February, just before the new administration assumed 
office, I was one of the national leaders invited by the Senate 
Finance Committee to present recommendations as to the causes 
and cure of the depression. I presented a comprehensive pro- 
gram which reflected not only the conclusions of the American 
Farm Bureau Federation, but also the conclusions of the leaders 
of organized agriculture, developed through numerous confer- 
ences which I had previously called. 

I asked for the adoption of a national monetary policy to raise 
and stabilize commodity prices at a normal level, to give us an 
honest dollar, so that our debts could be repaid with the same 
kind of a dollar that we borrowed. And I presented a concrete 
plan for accomplishing this purpose by changing the weight of 
gold in the dollar to the extent necessary to achieve such 
stabilization. 

I asked for the rehabilitation of agriculture and the restoration 
of its purchasing power. To attain this end, I recommend eight 
constructive proposals, as follows: 

(1) The enactment of surplus-control legislation to restore price 
parity to agriculture with other groups. 

(2) Tariff adjustment to restore foreign trade and to give agri- 
culture the benefits of the home market as much as in à 

(3) Reduction of taxes and the cost of government and the 
redistribution of the tax burden on a more equitable basis. 

(4) Refinancing of farm debts at low interest rates and reor- 
ganization of agricultural credit agencies to provide adequate 
credit at rates as low as other groups enjoy. 

(5) Reduction of transportation rates on farm products to a 
fair and equitable basis, and the development of the cheapest and 
most efficient forms of transportation. 

(6) Promotion of farmers’ cooperative organizations so as to 
reduce the cost of distribution and so as to give the farmer a fair 
share of the consumer’s dollar. 

(7) Guaranty of bank deposits in order to restore confidence 
and make the banks safe for depositors. 

(8) Development of national planning for the rehabilitation of 
rural life by a closer coordination with the farm organizations of 
all governmental agencies for the aid of agriculture. 

Such, in brief outline, was the broad program which I presented 
to the incoming administration. Now let me review for you very 
briefly the wonderful progress that has been made on our program. 

Yesterday, by invitation from the White House, I had the honor 
and the pleasure of witnessing President Roosevelt attach his 
signature to the new farm bill. This act, in which are consoli- 
dated three different measures—the farm relief bill, the farm 
mortgage bill, and the inflation bill—is the most comprehensive 
and far-reaching economic legislation ever enacted by an American 
Congress—a measure of world-wide significance, especially in its 
monetary aspects. As I watched the President’s pen add the sig- 
nature making these proposals the law of the land, I could not 
help but be thrilled by the historic importance of the occasion. 
It meant the dawn of a new day for American agriculture and 
the whole Nation. It meant the fulfillment of years of struggle 
and effort which we farm leaders have put into the long battle 
to gain equality for agriculture. It meant the discarding of out- 
worn shibboleths and the establishment of a new economic and 
social order in America which puts men above money, and which 
restores justice in our economic structure. It is the greatest 
social development of the age. It meant the death knell of the 
depression and the b of the restoration of the purchasing 


power of agriculture, employment for labor, and prosperity for 
the Nation. 

Truly, it is a new day for agriculture and a great day of victory 
for the American Farm Bureau Federation, which has stood in the 
forefront of the fight for equality for agriculture for so many 
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years. At last the justice of our cause has been recognized. And 
DoS SONS hak Ore ONS: DOn FOCOen see Dur. We. were called ii oy 
the administration to help formulate the measure to remedy the 
conditions confronting agriculture. And now we are being con- 
sulted as to the administration of the act. We feel that this is 
as it should be. This sort of teamwork between the Government 
and organized agriculture is essential if we are to have national 
planning for agriculture that will be on a sound basis and get 
effective results, 

Title I of the farm bill has as its objective the relieving of 
the existing economic emergency by increasing agricultural pur- 
chasing power. In the case of the great basic commodities—wheat, 
cotton, corn, hogs, tobacco, milk, and milk products—of which, in 
most instances, we produce huge surpluses, there are several 
alternative methods whereby production can be brought more 
nearly in line with consumptive demands at home and abroad. 
This adjustment of production to consumption is to be brought 
about not by the compulsion of law, but by rewarding those who 
cooperate in adjusting their production as required and letting 
others take the economic consequences of their folly. The dam- 
ming up of our surpluses owing to changed world conditions 
makes it necessary for every farmer to face conditions as they 
are and to adjust himself to the voluntary use of the equalization- 
fee principle as contained in this law. This bill goes farther than 
our old equalization-fee plan. Its application is voluntary for 
the farmer-producers but involuntary for the processors. 

The farmers who adjust their production on a sound basis as 
required will be rewarded by the payment to them of either 
acreage rental payments on each acre retired from production or 
allotment benefits on each bushel of wheat or bale of cotton for 
domestic consumption. When the plan gets into full operation 
the amount of these payments,- when added to the initial prices 
received by farmers, will be sufficient to give the farmers a total 
return equal to the pre-war purchasing power of the particular 
commodity on the portion for domestic consumption. No pay- 
ments will be made on the portion going into export, since these 
products. obviously must be sold at the world-market price. 

In addition, the Secretary of Agriculture can negotiate market- 
ing agreements and apply licensing powers with respect to any 
agricultural product. Under this provision relief can be brought 
to the producers of all farm products. Virtually, this gives the 
Secretary control over the distribution of farm products from the 
point of production to the point of consumption. The marketing 
agreements are exempted from the antitrust laws and are enforce- 
able not only in the courts but by means of the licensing powers 
granted the Secretary under which he can require every processor 
and every distributor of any farm product to obtain a license 
from the Secretary of Agriculture. The scope of ne powers under 
this licensing provision are virtually unlimited in carrying out 
the objective of the act, which is to restore farm purchasing power 
to normal. I quote from the act in this 

“Such licenses shall be subject to such “terms and condi- 
tions as may be necessary to eliminate unfair practices 
or charges that prevent or tend to prevent the effectuation of the 
declared policy and the restoration of normal economic conditions 
in the marketing of such commodities or products and the financ- 
ing thereof.” 

The Secretary can suspend or revoke any license and thus stop 
the processor or distributor from doing business if he persists in 
violating the conditions laid down. This simply means that the 
Secretary has the power to lay down rules and regulations and 
prescribe such marketing agreements that will eliminate all unfair 
practices and profiteering in the marketing of farm products, to 
the end that farmers will be assured of a fair share of the 
consumer’s dollar and the consumers will be protected from 
profiteering and racke 

This is one of the most fundamental and far-reaching parts of 
the bill. The lessening of the spread between the producer and 
the consumer is one of the greatest tasks before us. It is esti- 
mated that there is an annual waste of $10,000,000,000 in our 
distribution system, not to mention the profiteering and unfair 
share of the consumer's dollar which is being taken by the agen- 
cies between producer and consumer. Our cost of distribution of 
food products in Decemher 1932 was 147 percent of the pre-war, 
or 47 percent higher than the pre-war level, while farm prices 
are about 50 percent less than the pre-war level. It is this hand 
in the dark between the producer and the consumer which is tak- 
ing so heavy a toll from farmers and consumers. The farmer gets 
too little and the consumer pays too much. The Secretary now 
has the power to correct this injustice and give the farmers a 
fair return for their products without unduly burdening consum- 
ers.. I hope he will use it to the fullest extent necessary to bring 
this about. 

Thus, under this bill, Congress has placed squarely upon the 
Secretary of Agriculture and the administration the responsibility 
of restoring farm power to normal, endowed him with 
35875 powers, and virtually said: Now it is up to you to do the 
ob.” 

The bill carries out the main principles of farm relief legisla- 
fion which the American Farm Bureau Federation and other farm 
8 agreed upon at the historic farm conference held 

by Wallace on March 10. The Secretary is following in 
his distinguished father’s footsteps, and has proved himself to be 
a true and tried friend of agriculture, one who deserves the whole- 
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hearted support of all of us whether or not we live on the farms 
of our Nation. It is announced that our old friend, George Peek, 
the veteran champion of equality for agriculture, will be the 
administrator of the act. He is a charter member of the Illinois 
agricultural association—the Illinois Farm Bureau. 
have confidence in these two leaders. 

The passage of this bill represents one of the greatest legislative 
victories which organized agriculture ever achieved. It is the first 
fundamental farm relief measure advocated by organized agri- 
culture which has ever been enacted into law. 

The measure passed substantially in the form-desired by the 

tion. To show the remarkable support which the 
measure commanded in Congress, the bill first passed the House 
by a vote of 315 to 98—more than 3 to 1 in favor of it. Later 
it passed the Senate by a vote of 64 to 20—also more than 3 
to 1 in favor of it. Finally the conference report was approved by 
both Houses. 

Secretary Wallace is losing no time in getting under way to 
administer the bill. Long before final approval of the measure 
was given, he and his staff of assistants were giving consideration 
to the problems of administration, in order to be ready to go right 
to work when the time came. I hope that every farmer in America 
will give him and his staff hearty and whole-hearted support and 
cooperation. No farm relief plan can succeed fully without the 
cooperation of the farmers themselves. To make it a complete 
success our farmers must give it thelr whole-hearted support. 


The farmers 


principal and a sharp lowering of interest rates, and with 40 
years’ time in which to pay the principal of the debts. 
A total of $2,000,000,000 to refinance farm mortgages is 


tion of more than 20 percent in the annual interest payments of 
farm debtors who obtain this relief. 

In addition, $200,000,000 is made available from funds of the 
Reconstruction Finance Corporation for direct loans to farm 
debtors in distress, to refinance short-term loans, and debts other 
than first mortgages. 

Deserving old and new borrowers through the Federal land 
banks, who are unable to meet their interest payments, can 
obtain extensions and amortize these delinquent installments over 
a 5-year period. 

Neither old nor new borrowers from the Federal land banks 
will be required to make any payments on principal for 5 years. 

We Farm Bureau leaders were consulted by the administration 
in formulating this great debt-relief program. It carries out in 
the main the recommendations of our rural-credits committee and 
our last annual meeting in providing for refinancing of farm debts 
at lower fates of interest and payments over longer 
periods of time. We sought.a maximum lower limit on rate of 
interest, but we are assured that the administration will seek to 
sell the bonds at “the lowest possible rate and give borrowers the 
benefit of any lower rate obtainable. It will enable farmers to 
hold their farms and help them to carry on until farm purchasing 
power is restored to normal. Gov. Henry Morgenthau, Jr., who 
is in charge of this gigantic relief program is an able admin- 
istrator and the farmers’ friend. 

The inflation measure which was added to the farm bill con- 
fers far-reaching powers on the President to stop the defiation 
and to restore commodity prices generally. It authorizes the 
President to expand credit through the Federal Reserve System 
up to $3,000,000,000, to issue United States notes up to $3,000,- 
000,000, to increase or decrease not more than 50 percent the 
weight of gold in the gold dollar, to fix the weight of the silver 
dollar at a fixed ratio in relation to the gold dollar, and to pro- 
vide for the unlimited coinage of such gold and silver at the ratio 
so fixed, to accept for a l-year period not to exceed $200,000,000 
worth of silver at 50 cents per ounce in payment of debts owed our 
Government by foreign governments, and to issue silver certifi- 
cates against this silver. 

Following the approvat of the inflation measure by Co! 
the President said: e administration has the definite objective 
of raising commodity 3 to such an extent that those who have 
borrowed money will on the average be able to repay that money 
in the same kind of dollar which they borrowed. We do not 
seek to let them get such a cheap dollar that they will be able 
to pay back a great deal less than they borrowed. In other words, 
we seek to correct a wrong and not to create another wrong in 
the opposite direction. These high powers are being given to the 
administration to provide, if necessary, for an enlargement of 
credit in order to correct the existing wrong. These powers will 
be used when, as, and if it may be necessary to accomplish the 
purpose.” 

The one big thing lacking in this emergency program so far as 
that there is no yardstick established for our dollar. No one 
knows at what level its value is to be fixed, nor is there any 
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mandate to maintain its value at any given level. This in- 
definiteness doubtless has decided advantages in negotiating 
with foreign countries for international monetary stabilization, 
but uncertainty, if long continued, is perilous. Uncertainty is not 
only disturbing to business but it invites undue speculation, 
which once started is difficult to stop. We are hoping therefore 
that the President will go ahead and complete the job of stabili- 
zation at the earliest practicable moment. We hope he will seek 
permanent legislation to stabilize our dollar at a normal level of 
value so it will always have a constant purchasing power. We 
have recommended such action to the President and to Congress. 

Such a permanent program is provided in the Goldsborough 
bill (H.R. 5160) which we haye endorsed. This bill establishes an 
independent Government agency charged with the duty of chang- 
ing the amount of gold in the dollar by varying the price of 
gold in terms of the dollar from time to time to the extent 
necessary to stabilize the purchasing power of the dollar at a 
normal level, so that a dollar will always purchase a constant 
amount of goods. This is fair to the debtor and the creditor, and 
to the producer, and the consumer. This measure of value for 
the dollar carries out the constitutional obligation upon Congress 
to regulate the value of our money. It will complete the pro- 

initiated by President Roosevelt in restoring and stabilizing 
the commodity-price level. 

The cost of government here at Washington is being drastically 
reduced, and it is estimated that the total expenditures of the 
Federal Government for the next fiscal year will be nearly $1,000,- 
000,000 less than the expenditures this year. This action is a 
necessary forerunner of reduction in taxes. We are insisting, how- 
ever, that economy be constructive and not discriminate unfairly 
against agriculture. We are fighting vigorously for the Extension 
Service, vocational education, and the land-grant colleges, It 
would be folly to destroy these fundamental agencies which are 
so essential to maintaining agriculture on a sound basis—so essen- 
tial to national pl for agriculture. We have confidence to 
believe the President will not permit these agencies to be injured 
or destroyed. 

Cooperative marketing of farm products is to be further aided 
by the Farm Credit Administration. A special division is to be set 
up to make loans to cooperative associations. The stabilization 
feature of the Agricultural Marketing Act, which was so costly, has 
been abolished and the funds that were left in the revolving fund 
of the old Farm Board will be used in the future exclusively for 
the purpose of loans to cooperative associations. 

In the field of transportation most remarkable progress is being 
made. The Interstate Commerce Commission, in response to a 
joint petition filed by the American Farm Bureau Federation and 
four other organizations, has ordered an investigation of the 
general freight-rate level. We demanded a drastic reduction in 
the general level of rates on agricultural products and all basic 
commodities. The Commission moved quickly in ordering a public 
hearing, and we are hopeful of success. 

Guaranty of bank deposits is not yet an accomplished fact, but 
a measure is being formulated by Senate and House leaders which 
is understood to provide for a guaranty fund built up by assess- 
ment of the banks, for the purpose of guaranteeing deposits. We 
still believe that the banks should be so regulated in their opera- 
tions by the Government that the Government can stand back of 
the depositors, so that every depositor in the future will be sure 
of getting back every dollar which he entrusts to the bank. We 
hope that the new proposal will give the results we desire, 

The great Muscle Shoals properties at last are to be put to 
work as a result of legislation approved this week by Congress. A 
Tennessee Valley Authority is to be set up by the Government 
to operate the gigantic hydroelectric plant at Muscle Shoals, 
build Cove Creek Dam, and otherwise develop the resources of 
the Tennessee River Valley. A great industrial expansion and 
development is expected in this area, providing cheaper power, 
cheaper fertilizer, increased employment, improved navigation 
facilities on the Tennessee River, and conservation of the natural 
resources of the valley. It is the fulfillment of a dream that has 
been cherished for years. We are backing the President's program 
for the Tennessee River Basin whereby the Government is to make 
Muscle Shoals a yardstick for the cost of power and a yardstick 
for the cost of fertilizer. 

A $3,000,000,000 public-works program is also being formu- 
lated by the administration to stimulate employment and speed 
up economic recovery. We Farm Bureau leaders have urged that 
a large part of these funds be used for highway building, and 
especially, farm-to-market roads. I particularly stressed the 
building of low-cost farm-to-market roads, which give more mile- 
age and more employment to labor per dollar of expenditure than 
high-cost boulevards, 

By Executive order, effective this month, President Roosevelt 
has ordered a reorganization and consolidation of the numerous 
Federal agencies extending credit to agriculture into one agency, 
to be known as the Farm Credit Administration.” This consoli- 
dation will get rid of the duplication and inefficiency resulting 
from a multiplicity of credit agencies scattered among various 
branches of government. It carries out, in the main, the recom- 
mendations of our rural credits committee, and our annual con- 
vention last December. 

Finally, we are making rapid progress toward national planning 
not only for agriculture but for the Nation. The new farm bill is 
now a law and the measures for planning in industry are being 
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pushed forward rapidly. We are entering upon a new era in 
American life and achievement—an era of intelligent national 
planning. Less emphasis must be placed on rugged individualism 
and more emphasis on cooperation for mutual benefit. Economic 
justice must replace exploitation. Spiritual values must be exalted 
above material values. Men must be valued more than money. 
The old order broke down in the hour of our greatest need. It 
destroyed itself because it was founded upon the shifting sands 
of economic injustice in which the strong exploited the weak. 
Through this national planning we hope for a new era of pros- 
perity and economic security, in which agriculture shall receive a 
fair share of the consumer's dollar, labor a fair share of the profits 
of industry, and capital a fair return on its investment. 

We are rejoicing at the wonderful progress which has been 
made in these few weeks. Already there is new hope and confi- 
dence in the people such as we have not had since the depression 
struck us in full force. It gives us courage and hope to press 
forward for the completion of the task of economic reconstruction. 

I am profoundly grateful for this remarkable progress and it 
gives me a thrill of pride in our great Farm Bureau organization, 
because of the prominent part which it has played and is con- 
tinuing to play in bringing this new day to American agriculture. 

The farmers are in the saddle in Washington. The Congress and 
the President are in deep sympathy with the farmers. The pledges 
to agriculture are being fulfilled. The success of this program to 
a large extent depends on its proper administration. It also de- 
pends on the whole-hearted cooperation of all farmers and all 
citizens. Let's all put our shoulders to the wheel and push forward 
on this reconstruction program. 


STATEMENT BY GENERAL HINES AS TO WAR VETERANS’ 
COMPENSATION 


Mr. DUFFY. Mr. President, I ask unanimous consent 
to have printed in the Recorp a statement by Gen. Frank 
T. Hines, carried by the United Press, with reference to the 
previously existing and promulgated orders with reference 
to service-connected disabilities, showing a modification 
thereof. 

There being no objection, the statement was ordered to be 
printed in the Recorp, as follows: 


From the Washington Post, May 23, 1933] 


War ILLS PENSIONS Witt Be CONTINUED—GENERAL HINES AN- 
NOUNCES PLAN TO PROTECT VETERANS UNDER ECONOMY BILL 


Veterans who have received disability from disease directly 
resulting from war-time service will be continued as service- 
connected cases under the economy bill, Brig. Gen. Frank T. Hines, 
Veterans’ Bureau Administrator, announced last night. 

That means that a veteran suffering from a 10 percent dis- 
ability of that nature will be assured of a pension, the Veterans“ 
Bureau head said. 

The customary exceptions—that the veteran shall have an hon- 
orable discharge and shall not have acquired his disease be- 
cause of misconduct "—are made. 


NEW SCEDULES MODIFIED 


It is the announced policy,” the Bureau's statement read, to 
afford to veterans suffering from disabilities for which the con- 
ditions of military service are responsible every consideration con- 
sistent with the law and public welfare in general. 

“It is no part of such a policy to reverse former decisions re- 
garding the service incurrence of disease where such former de- 
cision was reasonably proper and the veteran now meets the 
requirements regarding character and conditions of war-time 
service.” 

Hines said another order had been issued modifying in some 
cases the new schedules for rating disabilities. It applies par- 
ticularly to gunshot wounds, arrested tuberculosis, and the other 
forms of severe disability. 

ASSURANCE TO VETERANS 

“The purpose of this order,” it was said, “Is to give added 
assurance that veterans having disability directly traceable to war 
service would receive a fair pension notwithstanding reductions. 

“Veterans may be assured, therefore, that any determinations 
made in their cases which do not conform to these instructions 
will be corrected immediately the present review is completed.” 

President Roosevelt's economy bill slashed approximately $400,- 
000,000 from veterans’ compensation, but he subsequently an- 
nounced he intended to review the reduction in an attempt to 
avoid injustice. 


JUST A DOG 


Mr. SCHALL. Mr. President, since the death of my guide 
dog, Lux, last March the mails of this and other countries 
have brought me hundreds of letters of regret. So many 
expressions of interest have gladdened and surprised me. I 
now realize that Lux had many admirers and friends, and I 
am embarrassed as to how I may best give answer to these 
kind sharers in a grief that I had thought to bear alone. As 
my dumb friend’s ready executor, I would willingly make a 
personal reply to each letter of this unexpected legacy of 
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correspondence, but a trial of this usual method has con- 
vinced me that it would be too hard. 

Therefore I am asking to have printed in the RECORD a 
letter of mine to the LaSalle Kennels, of Minneapolis, as an 
answer to them all; and as an acknowledgment of the many 
newspaper tributes to Lux I ask the insertion of one of these, 
written by Scotty Mortland, and published in the San Fran- 
cisco Chronicle of March 23, 1933. 

If greatness is unselfish service, Lux reached the pinnacle. 

I know I will not be misunderstood for taking space in the 
columns of the CONGRESSIONAL RECORD to commemorate so 
fine an animal—what some persons may call “just a dog.” 
My dog Lux was a national—yea, international—figure, and 
in doing him this honor I am not acting without precedent. 

There has stood on this floor a man who was eloquent 
and able, Senator Vest, of Missouri, one of that splendid 
trio known as the three V’s ”—Vance, Vest, and Voorhees 
but his right to eminence comes not alone from what he 
did here, for he wrote a most-noted eulogy, a eulogy of the 
dog. Nor was he the first to find in its qualities a thing 
to inspire; for since time became of record, the song of 
fable and the story of history have honored them. 

Katmir, the famous “dog of the seven sleepers”, was 
allotted by the Prophet Mahomet a place in the Moslem 
paradise. Barry, the great mastiff of St. Bernard, who 
saved the lives of 40 people, stands preserved in the museum 
at Berne. Boatswain, the favorite of Lord Byron, lies in 
honored rest in Newstead Abbey garden. Master McGrath, 
Lord Lurgan’s dog, who had won three Waterloo cups, in a 
ceremony not all mock “ made his bow ” to England’s Queen. 
Caesar, the pet of Edward VII, behind his master’s charger, 
between the motionless lines of 30,000 British soldiers stand- 
ing with arms reversed, followed to and insisted on sharing 
the narrow cell” of the body of his King. 

The claims of such animals to esteem came from almost 
human deeds of courage, or from the reflected luster of 
masters who were great as poets and princes. Lux knew 
and held among his many official friends two Presidents 
of the United States. The clear title to honor which I 
present for Lux is this: Doing his supreme best, he gave 
devoted service. He was indeed my “light”, my eyes! No 
man could have served me better. The memory of him 
will temper the chill snows of life’s coming winter, and 
smooth the furrowed brow with gentle thought. The heart 
will quicken its slackened beat, though near the verge of 
the silent grave, when the reflection of his aging master 
dwells on that fugitive but pleasant span of former life— 
that time when Lux did honorable duty, not only as a guide 
but as a companion and friend. 

I ask unanimous consent to have printed in the Recorp 
the letter to which I have referred and a poem appearing in 
the San Francisco Chronicle of March 23, 1933. 

There being no objection, the letter and poem were or- 
dered to be printed in the Recorp, as follows: 


Mr. J. L. SINYEIN, 
LaSalle Kennels, Minneapolis, Minn. 

My Dran Mr. SIıNYKIN: Lux, my faithful friend, my patient 
guide, is gone. A look into my heart might tell you of my loss; 
words cannot. 

I thought it inappropriate to take him with me on Senator 
Walsh’s funeral cortege. He grew anxious and morose; his sen- 
sitive, untamed nature unable to follow the human precepts that 
combat the distance and length of absence. For this strange 
division from me he knew no reason or cause. He became so tense 
that his digestion failed, his overwrought system refusing to 
assimilate food, and on the 17th of March he died. No question 
that sorrow killed him! No doubt that he was the victim of 
mourning and love for me! 

An autopsy confirmed this conclusion, as did his behavior when- 
ever I had been forced to leave him for shorter intervals before. 
For then he'd grow sick and listless and protest with grievous 

moanings. And when I came home it was to know a pleasure 
from his enthusiastic welcome, which might well equal that of 
Byron's returning traveler in Don Juan, who said: 

“Tis sweet to hear the watchdog’s honest bark 

Bay deep-mouth'd welcome as we draw near home; 
"Tis sweet to know there is an eye will mark 

Our coming and look brighter when we come.” 

Lux was so completely mine! None but the blind will under- 
stand the whole of what I mean; none but those who have come 
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who have “wandered lonely as a cloud”, missing the “holy 
pleasure that’s in an eye; none but they who “only stand and 
wait”, wondering what may be “that thing called light.” 

The kindliest of seeing persons grow irked at waiting; but 
Lux would gladly await my pleasure through long hours, without 
food, drink, or movement—a patient sentinel at my feet. I might 
tell you of the many useful things he could do and use too much 
of space in describing his many traits of intelligence and affection. 
You know his breed and what might be generally expected of it. 
I will take but one of the many days when Lux was with me 
and let you judge from its story of those things in which he 
excelled. 

I choose a day which was fair, one on which I was much abroad. 
I was in my room ready to begin this day, and stood at the window 
of the porch, to which ran a ladder from Lux's kennel below. A 
word brought him scrambling up and into my room, as eager for 
my company and the rigors of his duty as a charger who has sniffed 
the smoke of battle. He reared, and, his great height 
with his paws on my shoulders, laid his noble head against my 
face and gave to me his greeting. Down he went, and stood with 
his head pressed against my knee. My word was given to assure 
him that our “good morning” was spoken; but something was 
lacking, for he jerked his head beneath my hand and clutched it 
between his two paws. I patted him, and then he sprang away 
with happy bark; his tail threshed me like a club; and in a twin- 
kling he had pushed up the rug and created havoc generally. I 
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adder. 

Now, we moved off, in attendance on the day’s business, but 
after a few ecstatic gambols Lux grew quiet and changed. He 
stiffened as a soldier at the word that may mean death, and I 
think his eye must have steadied with that look I remember to 
have seen in man’s—the concentrated, vigilant look that’s awake 
for danger. He knew that to him had been intrusted a heavy 
charge—the life of his master. And so he was wherever he Jed me 
that day, through moving traffic, on elevators, or on the subway at 
the Capitol. Sometimes he'd growl as we moved through crowds, 
a warning to those who came too near that he, though dumb, was 
leading the blind. And once in traffic he blocked me with his 
body, or else I would have stepped before the wheels of a heedless 
car. And if I faltered, if the hidden rush of danger for an instant 
appalled me, his ready nose jogged my hand in comfort, and his 
hearty tug on the leash or bugle banished my instinct to fear. 

And thus went the day, with me safe in his companionship and 
protection. 

The unheeded division between light and dark had passed; and 
again I stood at my window and felt the “meaner beauties” of 
the night, which I could not see. And here Lux gave an indi- 
cation of his unresting vigilance. I knew that he was asleep at 
the foot of the ladder, for this was his habit on mild nights; 
and I was wondering how often he had kept such watch when 
the nights were cold, when he came scuffling his way to me. The 
sense of smell, which for him was the open eye in sleep, had 
told him that I was there. He knew that this was un . For 
him the unexplained was mystery, and mystery was danger. I 
spoke reassuringly, and down he went to his post below, waiting 
the time when I should retire and he would take his place at 
the foot of my bed. I heard him growl—he had circled about 
and then he barked with full-throated tone that made the night 
fearful with sound. Perhaps the air had borne some unliked 
scent, or he may but have thrown this challenge to the night, to 
any menace that it hid. 

I slept; and had I dreamed it would have been of the noble 
dog-who watched by my bed, his live nostrils twitching to each 
vagrant breeze, his sensitive ears alert for sound, his eyes, that 
knew the night and stared its blackness down, agleam in con- 
stant vigil on my sleep. 

I cannot wonder, since I have known Lux, that in medieval 
monuments the dog is placed at the feet of women as symbolic 
of affection and fidelity, and seen as a rest for the mailed feet of 
crusaders. I agree with that artistic choice, and with the one 
that pictures him a lighted torch in representations of 
Dominic the Saint of Old Castile. 

Argos, the dog of Ulysses, recognized the hero of legend when 
he returned from his wanderings, knew this long-gone master, 
and died of joy in the . A happy passing—to die of 
joy! A greatness in such going! But Lux died of grief. Which 
emotion is the nobler? 

I cannot say too much for Lux, for he laid down his life; and 
well his story pleads the cause 

Ot those dumb mouths that have no speech.” 

The sympathetic understanding of your letter is appreciated, 
and your kind offer of another fully trained German Shepherd 
from your Kennels is accepted with gratitude. No other can take 
the place that Lux held in my affections or give me so much 
of devotion. No other dumb eloquence can tell me that I alone, 
of all the world, stand for happiness. But the wonderful train- 
ing he had from you gives me reason to believe that what you 
have done with one animal you may do with a second. 

Your offer has renewed my hopes. I await the arrival of Lux 
the Second with impatience and some skepticism, for when 
comes such another?” 

In deep appreciation, I am, 


Cordially yours, TxHos. D. SCHALL, 
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[From the San Francisco Chronicle of Thursday, Mar. 23, 1933] 
BLESSED BE THE MAN A GOOD DOG LOVES 


[Lux, the German police dog belonging to blind United States 
Senator THOMAS D. ScHALL, of Minnesota, couldn't eat for sorrow 
when the Senator was gone for 5 days and finally lay down and 
died.—News item.] 


For 5 long years 

This faithful dog 

Had been the seeing eye 

And guiding footsteps 

For his blind master; 

And if precepts are true, 
Then we can well forget the dog 
And think much of the man— 
Precepts that teach us 

That too much familiarity 
Breeds a deep contempt. 

In his dog's head an almost 
Human brain was placed 

To let him keenly analyze 
The virtues and the faults 
Of this man friend of his; 

In his dog's body was a heart 
Whose every drop of blood 
Was hot with constant love 
For his man master; 

In his brown eyes a mirror 
To catch a true picture 

Of this dependent human 
And hold it firm and close. 
To other men about him 
This blind man might show 
Bright coloring of merit 
Which they might not gainsay, 
But Lux saw deeper down; 
And when he died in sorrow 
At this short separation 

His death said plainly 

That his master was a man. 


THE CALENDAR 


Mr. ROBINSON of Arkansas. Mr. President, I ask unani- 
mous consent that the Senate proceed to the consideration 
of unobjected bills on the calendar. 

The PRESIDING OFFICER. Is there objection to the 
request of the Senator from Arkansas? The Chair hears 
none, and the Senate will proceed with the calendar for 
the consideration of unobjected bills. 

The first business on the calendar was the joint resolu- 
tion (S.J.Res. 15) extending to the whaling industry certain 
benefits granted under section 11 of the Merchant Marine 
Act, 1920. 

Mr. KING. Let that go over. 

The PRESIDING OFFICER. The joint resolution will be 
passed over. 

CALL OF THE ROLL 

Mr. ROBINSON of Arkansas. Mr. President, some Sena- 
tors who are not present are interested in the call of the 
calendar. I therefore suggest the absence of a quorum. 

The PRESIDING OFFICER. The clerk will call the roll. 

The legislative clerk called the roll, and the following 
Senators answered to their names: 


Adams Copeland Kendrick Robinson, Ark. 
Ashurst Costigan Keyes Robinson, Ind. 
Austin Couzens King Russell 
Bachman Cutting La Follette Schall 

Bailey Dale Sheppard 
Bankhead Dickinson Shipstead 
Barbour Dieterich Lonergan Smith 
Barkley Dill Long Steiwer 

Biack Duffy McAdoo Stephens 
Bone Erickson McCarran Thomas, Okla. 
Borah Fletcher McGill Thomas, Utah 
Bratton Frazier McKellar Townsend 
Brown George McNary Trammell 
Bulkley Glass Metcalf Tydings 
Bulow Goldsborough Murphy Vandenberg 
Byrd Gore Neely Van Nuys 
Byrnes Hale Norris Wagner 
Capper Harrison Nye Walcott 
Caraway Hastings Overton Walsh 

Carey Hatfield Patterson Wheeler 
Clark Hayden Pittman White 
Connally Hebert Pope 

Coolidge Johnson Reynolds 


The PRESIDING OFFICER. Ninety Senators having an- 
swered to their names, a quorum is present. 


CONGRESSIONAL RECORD—SENATE 


MAy 23 


BILLS PASSED OVER 


The bill (S. 682) to prohibit financial transactions with 
any foreign government in default on its obligations to the 
United States was announced as next in order. 

Mr. KING. Let that go over. 

The PRESIDING OFFICER. The bill will be passed over. 

The bill (S. 317) authorizing the Reconstruction Finance 
Corporation to make advances to the reclamation fund was 
announced as next in order. 

Mr, KING. Mr. President, the provisions of this bill 
were incorporated in a measure which has passed, and I 
think has become law. At any rate, I ask that we pass over 
this bill; and if the measure to which I refer has become law, 
I shall move the indefinite postponement of this bill at the 
next calling of the calendar. 

The PRESIDING OFFICER. The bill will be passed over. 

The bill (S. 882) to provide for the more effective super- 
vision of foreign commercial transactions, and for other 
purposes, was announced as next in order. 

Mr. VANDENBERG. In the absence of the Senator from 
California [Mr. Jounson], I ask that the bill go over. 

The PRESIDING OFFICER. The bill will be passed over. 


EVERGLADES NATIONAL PARK 


The bill (S. 324) to provide for the establishment of the 
Everglades National Park in the State of Florida, and for 
other purposes, was announced as next in order. 

Mr. KING. Let that go over. 

Mr. TRAMMELL. Mr. President, I should like to ask the 
Senator if he is not willing to give a little consideration to 
this matter. The bill has passed the Senate twice, is 
favorably reported by the House committee, and now we 
have it on the calendar again, and we should like very much 
to get some action on it. 

Mr. KING. Mr. President, may I say to my friend that I 
have written for certain information, and if that informa- 
tion is along the lines which I think it may be, I shall have 
an amendment to offer. 

Mr. TRAMMELL. I hope the Senator will be ready at 
the next call of the calendar with his amendment. 

The PRESIDING OFFICER. The bill will be passed 
over. 

BILL PASSED OVER 


The bill (S. 1513) to amend Public Act No. 435 of the 
Seventy-second Congress, relating to sales of timber on In- 
dian land, was announced as next in order. 

Mr. McKELLAR. Mr. President, may we have an explana- 
tion of this bill? 

Mr. KING. Let it go over. 

The PRESIDING OFFICER. The bill will be passed over. 


CONVEYANCE OF LANDS TO HARRISON COUNTY, MISS, 


The bill (S. 1514) authorizing the Administrator of Vet- 
erans’ Affairs to convey certain lands to Harrison County, 
Miss., was considered, ordered to be engrossed for a third 
reading, read the third time, and passed, as follows: 


Be it enacted, etc., That the Administrator of Veterans’ Afairs 
is authorized and directed to convey by quitclaim deed to Harri- 
son County, State of Mississippi, all right, title, and interest of 
the United States in and to the following-described lands along 
the north line of the United States Veterans’ Administration 
property at Gulfport, Mississippi: Beginning at the northwest 
corner of said property at the intersection of the western boundary 
of section 36, township 7 south, range 11 west, St. Stephens 
meridian, and the southern boundary of the Old Pass Christian 
Road; thence northeasterly along the existing northern boundary 
of said property a distance of 990 feet, more or less, to the north- 
east corner of said property; thence southerly on a line parallel 
to the aforesaid western line of said section 36 a distance of 15.8 
feet, more or less, to a point; thence southwesterly on a line 15 
feet from and parallel to the aforesaid northern boundary of said 
property a distance of 990 feet, more or less, to a point on the 
western boundary of said section 36; thence northerly along the 
western boundary of said section 36 to the point of beginning; 
and containing thirty-four one-hundredths acre, more or less. 


CIRCUIT JUDGE, NINTH JUDICIAL CIRCUIT 


The bill (S. 813) to remove the limitation on the filling 
of the vacancy in the office of senior circuit judge for the 


1933 


ninth judicial circuit was considered, ordered to be en- 
grossed for a third reading, read the third time, and passed, 
as follows: 

Be it enacted, etc, That the President is authorized, by and 
with the advice and consent of the Senate, to appoint a circuit 
judge to fill the vacancy in the United States Circuit Court of 
Appeals for the Ninth Judicial Circuit occasioned by the death of 
Hon. William B. Gilbert. A vacancy occurring at any time in the 
office of circuit judge referred to in this section is authorized to 
be filled. 

BILL PASSED OVER 

The bill (S. 1129) to amend sections 361, 392, 406, 407, 
408, 409, 410, 411, and 412 of title 46 of the United States 
Code, relating to the construction and inspection of boilers, 
unfired pressure vessels, and the appurtenances thereof, was 
announced as next in order. 

Mr. KING. Mr. President, I note the absence of the 
junior Senator from Mississippi [Mr. STEPHENS]. Let the 
bill go over. 

The PRESIDING OFFICER. The bill will be passed over. 


PROSECUTION BY INDICTMENT 


The bill (S. 1518) providing for waiver of prosecution by 
indictment in certain cri proceedings was considered, 
ordered to be engrossed for a third reading, read the third 
time, and passed, as follows: 

Be it enacted, etc., That hereafter all prosecutions for capital 
or otherwise infamous crimes, in the courts of the United States 
and the courts of the District of Columbia, shall be by present- 
ment or indictment of a grand jury unless the accused shall, in 
open court and in writing, and under such rules as the court 
may prescribe, expressly waive prosecution by presentment or in- 
dictment, and consent to the filing of an information against him, 


sulted in a finding ef probable cause. In the event of such 
waiver the prosecution shall, with the approval of the court, be 
by information, and any judgment rendered and sentence imposed 
in any such case shall have the same force and effect in all respects 
as if the same had been rendered and imposed pursuant to a 
prosecution by presentment or indictment. 


BILLS PASSED OVER 


The bill (S. 510) to provide for the establishment of a 
national employment system and for cooperation with the 
States in the promotion of such system, and for other pur- 
poses, was announced as next in order. 

Mr. ROBINSON of Arkansas. That will have to go over. 

The PRESIDING OFFICER. The bill will be passed over. 

The bill (S. 1577) creating the St. Lawrence Bridge Com- 
mission and authorizing said Commission and its successors 
to construct, maintain, and operate a bridge across the St. 
Lawrence River at or near Ogdensburg, N.Y., was announced 
as next in order. 

Mr. McKELLAR. Mr. President, I should like to have an 
explanation of this bill. It had better go over, in the absence 
of an explanation. 

The PRESIDING OFFICER. The bill will be passed over. 


REDEMPTION OF NATIONAL BANK NOTES 


The bill (S. 1634) to provide for the redemption of na- 
tional-bank notes, Federal Reserve bank notes, and Federal 
Reserve notes which cannot be identified as to the bank of 
issue, was considered, ordered to be engrossed for a third 
reading, read the third time, and passed, as follows: 


Be it enacted, etc., That whenever any national-bank notes, 
Federal Reserve bank notes, or Federal Reserve notes are presented 
to the Treasurer of the United States for redemption and such 
notes cannot be identified as to the bank of issue or the bank 
through which issued, the Treasurer of the United States may 
redeem such notes under such rules and regulations as the Secre- 
tary of the Treasury may prescribe, and the notes so redeemed 
shall be forwarded to the Comptroller of the Currency for can- 
celation and destruction. 

Src. 2. National-bank notes and Federal Reserve bank notes 
redeemed by the Treasurer of the United States under this act 
shall be charged the balance of deposits for the retire- 
ment of national-bank notes and Federal Reserve bank notes 
under the provisions of section 6 of the act entitled “An act 
directing the purchase of silver bullion and the issue of Treasury 
notes thereon, and for other purposes”, approved July 14, 1890 
(U.S. C., title 12, sec, 122), and section 18 of the Federal Reserve 
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Act (U.S. C., title 12, sec. 445); and charges for Federal Reserve 
notes redeemed by the Treasurer of the United States under this 
act shall be apportioned among the 12 Federal Reserve banks 
in proportion to the amount of Federal Reserve notes of each 
Fed Reserve bank in circulation on the 3lst day of December 
of the year preceding the date of redemption, and the amount so 
apportioned to each bank shall be charged by the Treasurer of 
the United States against deposit in the gold-redemption fund 
made by such bank or its Federal Reserve agent, 


HOWELL K. 


The bill (S. 879) for the relief of Howell K. Stephens was 
announced as next in order. 

Mr. KING. Let that go over. 

Mr. SHEPPARD. Mr. President, may I make a brief ex- 
planation to the Senator? 

Mr. KING. I withhold the objection. 

Mr. SHEPPARD. Mr. President, the man mentioned in 
this bill was discharged with the notation, “ not honorably ”, 
because he had concealed his age at the time of enlistment 
in the World War. A general statute was passed at the 
close of the war giving honorable discharges to those who 
had enlisted in this way if they had served acceptably. This 
man joined the Regular Army when the World War closed, 
and placed himself beyond the reach of this statute. This 
bill has the effect of giving him the benefit of a general 
statute which was intended to apply to others in the same 
situation in connection with the World War. 

Mr. KING. I withdraw the objection. 

There being no objection, the Senate proceeded to consider 
the bill, which had been reported from the Committee on 
Military Affairs with an amendment, on page 1, line 9, to 
strike out the words “ bounty, back pay, pension, or allow- 
ance shall be held to have accrued prior to the passage of 
this act and to insert the words back pay, compensation, 
benefit, or allowance shall be held to have accrued prior 
to the passage of this act”, so as to make the bill read: 


Be it enacted, etc., That in the administration of any laws con- 


to have been honorably discharged 
the United States on the 25th day of October 1919: Provided, 
That no back pay, compensation, benefit, or allowance shall be 
held to have accrued prior to the passage of this act. 

The amendment was agreed to. 

The bill was ordered to be engrossed for a third reading, 
read the third time, and passed. 


ROGER P. AMES 


The Senate proceeded to consider the bill (S. 1587) to 
amend an act entitled “An act to recognize the high public 
service rendered by Maj. Walter Reed and those associated 
with him in the discovery of the cause and means of trans- 
mission of yellow fever”, approved February 28, 1929, as 
amended, by including Roger P. Ames among those honored 
by said act. 

Mr. ROBINSON of Arkansas. Mr. President, I should like 
to have the Senator from Texas make a brief explanation 
of the bill. 

Mr. SHEPPARD. Mr. President, it was most unjust that 
Dr. Ames’ name was not mentioned among those to be hon- 
ored in the original bill for participation in the yellow fever 
tests in Cuba. Walter Reed himself stated that the person- 
nel of the yellow fever experimental camp included Dr. Roger 
P. Ames as acting assistant surgeon, United States Army, in 
immediate charge. Ames contracted yellow fever himself 
as a result of this service. This bill includes his name among 
those honored. He has since passed away, and no appropri- 
ation is carried, so far as he is concerned. 

Mr. KING. Mr. President, I ask the Senator from Texas 
what is the necessity of repeating all those other names? 
Why not limit it to giving to Dr. Ames the same award given 
to the others? 

Mr. SHEPPARD. In writing the bill I deemed it best to 
amend the existing law, so as to include Dr. Ames’ name 
with the others, so far as honorable mention was concerned. 


4006 


Mr. McKELLAR. Mr. President, I call the Senator’s at- 
tention to page 3 of the bill, line 4, where this language 
occurs: 


For this purpose there is hereby authorized to be appropriated 
the sum of $5,000. 


So that if the man is dead, the appropriation ought not 
to be made. 

Mr. SHEPPARD. t was the original bill, and applied 
only to pensions for the others while living. It does not 
apply to this man. 

Mr. McKELLAR. But it authorizes an appropriation to 
pay these people $125 a month during their natural lives. 

Mr. SHEPPARD. That is being paid to survivors. 

Mr. ROBINSON of Arkansas. It is a mere repetition of 
existing law? 

Mr. SHEPPARD. That is all. 

The bill was ordered to be engrossed for a third reading, 
read the third time, and passed, as follows: 


Be it enacted, etc., That the act entitled “An act to recognize 
the high public service rendered by Maj. Walter Reed and those 
associated with him in the discovery of the cause and means of 
transmission of yellow fever”, approved February 28, 1929, be, 
and the same is hereby, amended by inserting between the names 
“Aristides Agramonte and “John H. Andrus” the name 
P. Ames”, so that the act as amended will read as follows: 

“That in special recognition of the high public service rendered 
and disabilities contracted in the interest of humanity and science 
as voluntary subjects for the experimentations during the yellow- 
fever investigations in Cuba, the Secretary of War be, and he is 
hereby, authorized and directed to publish annually in the Army 
Register a roll of honor on which shall be carried the following 
names: Walter Reed, James Carroll, Jesse W. Lazear, Aristides 
Agramonte, Roger P. Ames, John H. Andrus, John R. Bullard, A. W. 
Covington, William H. Dean, Wallace W. Forbes, Levi E. Folk, 
Paul Hamann, James F. Hanberry, Warren G. Jernegan, John R. 
Kissinger, John J. Moran, William Olsen, Charles G. Sonntag, 
Clyde L. West, Dr. R. P. Cooke, Thomas M. England, James Hilde- 
brand, and Edward Weatherwalks, and to define in appropriate 
language the part which each of these persons played in the ex- 
perimentations during the yellow-fever investigations in Cuba; 
and in further recognition of the high public service so rendered 
by the persons hereinbefore named, the Secretary of the Treasury 
is authorized and directed to cause to be struck for each of said 
persons a gold medal with suitable emblems, devices, and inscrip- 
tions, to be determined by the Secretary of the Treasury, and to 
present the same to each of said persons as shall be living and 
posthumously to such representatives of each of such persons as 
shall have died, as shall be d by the Secretary of the 
Treasury. For this purpose there is hereby authorized to be ap- 
propriated the sum of $5,000; and there is hereby authorized to 
be appropriated, out of any money in the Treasury not otherwise 
appropriated, such amounts annually as may be necessary in order 
to pay the following-named persons during the remainder of their 
natural lives the sum of $125 per month, and such amount shall 
be in lieu of any and all pensions authorized by law for the 
following-named persons: Pvt. Paul Hamann; Pvt. John R. Kis- 
singer; Pvt, William Olsen, Hospital Corps; Pyt. Charles G. Sonn- 
tag, Hospital Corps; Pvt. Clyde L. West, Hospital Corps; Pyt. 
James Hildebrand, Hospital Corps; Pvt. John H, Andrus, Hospital 
Corps; Mr. John R. Bullard; Dr. Aristides Agramonte; Pyt. A. W. 
Covington, Twenty-third Battery, Coast Artillery Corps; Pvt. 
Wallace W. Forbes, Hospital Corps; Pvt. Levi E. Folk, Hospital 
Corps; Pvt. James F. Hanberry, Hospital Corps; Dr. R. P. Cooke; 
Pyt. Thomas M. England; Mr. John J. Moran, and the widow of 
Pvt. Edward Weatherwalks.” 


VETERINARY CORPS, UNITED STATES ARMY 


The bill (S. 1286) to increase the efficiency of the Veteri- 
nary Corps of the Regular Army was announced as next in 
order. 

Mr. VANDENBERG. Let that go over. 

Mr. SHEPPARD. Mr. President, may I say to the Senator 
from Michigan that officers in the Veterinary Corps who 
served formerly in the Cavalry and Field Artillery are 
allowed credit for service in these branches. This bill 
enables six or seven veterinary officers who performed 
former service in the Quartermaster Department to have the 
same recognition. 

Mr. VANDENBERG. I call the Senator’s attention to the 
printed report, which includes a letter from the Secretary 
of War in the preceding administration, which indicates 
that the expenditure involved in this bill was contrary to 
the financial program of the last administration. Inasmuch 
as this administration is supposed to be even more econom- 
ical than its predecessor, I assume that it must continue 
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to be in opposition to the financial program of the admin- 
istration. 

Mr. SHEPPARD. Mr. President, only a small amount is 
involved, and, in view of the evident fairness of the bill, I 
hope the Senator will allow it to pass. 

Mr, KING. I ask for the regular order. 

The PRESIDING OFFICER. The regular order is called 
for. 

Mr. SHEPPARD. Mr. President, in view of the fact that 
the bill removes a very patent discrimination, will not the 
Senator from Michigan permit it to pass? It has passed the 
Senate heretofore. 

Mr. VANDENBERG. I suggest that it go over for the day. 

The PRESIDING OFFICER. The bill will be passed over. 

HARRY FLANERY 

The bill (S. 1548) for the relief of Harry Flanery was 
announced as next in order. 

Mr. KING. Let that go over. 

Mr. SHEPPARD. Mr. President, may I say to the Sen- 
ator that the bill has passed the Senate on a prior occasion. 
This man was not a deserter, but was convicted by general 
courtmartial on a charge of being absent without leave. He 
served in the Philippines and China for about 3 years, saw 
active fighting, and was wounded in action. In view of a 
record of that kind, the committee felt that he should now 
be entitled to an honorable discharge. The case comes 
within the rules which we have heretofore followed. 

Mr. KING. Mr. President, I ask the Senator whether this 
case comes within the rule for which the Senator from 
Massachusetts [Mr. WatsH] has contended? 

Mr. SHEPPARD. I think it does, for this reason: This 
man saw 3 years of actual service and participated in active 
fighting. When a man has a record of that nature, and 
has conducted himself honorably since his separation from 
the service, I am sure the case comes within the rule sug- 
gested by the Senator from Massachusetts. 

Mr. KING. Did he desert? 

Mr. SHEPPARD. He did not desert. 

Mr. KING. At any time? 

Mr. SHEPPARD. He did not desert; he was absent with- 
out leave for a few days. 

Mr. KING. Was that during the war? 

Mr. SHEPPARD. It was after the Philippine insurrection. 
He served actively and took part in the fighting during the 
Philippine insurrection. 

Mr. KING. I withdraw the objection, with the under- 
standing that if, upon further investigation, I desire to- 
morrow to have the bill restored to the calendar, the Senator 
will consent. 

Mr. SHEPPARD. Very well. 

There being no objection, the Senate proceeded to con- 
sider the bill, which was ordered to be engrossed for a third 
reading, read the third time, and passed, as follows: 

Be it enacted, etc., That in the administration of any laws con- 
ferring rights, privileges, and benefits upon honorably 
soldiers Harry Flanery, formerly private, Troop C, Sixth Regiment 
United States Cavalry, shall hereafter be held and considered to 
have been honorably discharged July 3, 1903, from the military 
service of the United States: Provided, That no bounty, back pay, 


pension, or allowance shall be held to have accrued prior to the 
passage of this act. 


GEORGE W. EDGERLY 


The bill (S. 860) for the relief of George W. Edgerly was 
announced as next in order. 

Mr. KING. Let that go over. 

Mr. SHEPPARD. Mr. President, may I say to the Senator 
that this is another bill which passed the Senate heretofore. 
It enables this officer to appear before a court to endeavor 
to establish his claim that he was suffering under a mental 
condition which justified retirement for disability when he 
tendered his resignation. He served for about 16 years in 
the Army and rose from enlisted man to major. Since he 
was discharged the Veterans’ Administration has given him 
a total disability rating. For that reason the Military Af- 
fairs Committee thinks he is entitled to have the matter 
tried out again, 
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Mr. KING. Mr. President; with the same stipulation 
which I made with respect to the preceding measure, I with- 
draw the objection. 

There being no objection, the Senate proceeded to con- 
sider the bill, which was ordered to be engrossed for a third 
reading, read the third time, and passed, as follows: 

Be it enacted, etc., That the President of the United States be, 
and he is hereby, authorized to summon George W. Edgerly, late 
captain of Infantry and temporary major, Regular Army, before 
a retiring board, to inquire whether at the time of his resignation, 
September 18, 1919, he was incapacitated for active service, and 
whether such incapacity was a result of an incident of service, 
and H, as a result of such inquiry, it is found that he was so 
incapacitated, the President is authorized to nominate and ap- 
point, by and with the advice and consent of the Senate, the said 
George W. Edgerly a captain of Infantry and place him immedi- 
ately thereafter upon the retired list of the Army, with the same 
privileges and retired pay as are now or may hereafter be provided 
by law or regulation for officers of the Regular Army: Provided, 
That the said George W. Edgerly shall not be entitled to any back 
pay or allowances by the passage of this act. 


BILL PASSED OVER 


The bill (S. 1631) to provide for the safer and more effec- 
tive use of the assets of Federal Reserve banks and of na- 
tional banking associations, to regulate interbank control, to 
prevent the undue diversion of funds into speculative oper- 
ations, and for other purposes, was announced as next in 
order. 

Mr. McCARRAN. Let that go over. 

The PRESIDING OFFICER. The bill will be passed over. 


PAYMENTS TO INDIAN PUEBLOS 


The bill (S. 691) to authorize appropriations to pay in 
part the liability of the United States to the Indian pueblos 
herein named, under the terms of the act of June 7, 1924, etc., 
was announced as next in order. 

Mr. BRATTON. Mr. President, Order of Business 85, 
House bill 4014, is identical with the bill just reached on the 
calendar. I move that that bill be substituted for the Senate 
bill. 

The motion was agreed to, and the Senate proceeded to 
consider the bill (H.R. 4014) to authorize appropriations to 
pay in part the liability of the United States to the Indian 
pueblos herein named, under the terms of the act of June 
7, 1924, and the liability of the United States to non-Indian 
claimants on Indian pueblo grants whose claims, extin- 
guished under the act of June 7, 1924, have been found by 
the Pueblo Lands Board to have been claims in good faith; 
to authorize the expenditure by the Secretary of the Inte- 
rior of the sums herein authorized and of sums heretofore 
appropriated, in conformity with the act of June 7, 1924, 
for the purchase of needed lands and water rights and the 
creation of other permanent economic improvements as 
contemplated by said act; to provide for the protection of 
the watershed within the Carson National Forest for the 
Pueblo de Taos Indians of New Mexico and others interested, 
and to authorize the Secretary of Agriculture to contract 
relating thereto; and to amend the act approved June 7, 
1924, in certain respects. 

The bill is as follows: 

Be it enacted, etc., That in fulfillment of the act of June 7, 
1924 (43 Stat. 636), there is hereby authorized to be appro- 
priated, out of any money in the Treasury not otherwise appro- 
priated, the sums hereinafter set forth, in compensation to the 
several Indian pueblos hereinafter named, in payment of the lia- 
bility of the United States to the said pueblos as declared by the 
act of June 7, 1924, which appropriations shall be made in equal 
annual installments as hereinafter specified, and shall be de- 
posited in the Treasury of the United States, and shall be ex- 
pended by the Secretary of the Interior, subject to approval of 
the governing authorities of each pueblo in question, at such 
times and in such amounts as he may deem wise and proper, for 
the purchase of lands and water rights to replace those which have 
been divested from said pueblo under the act of June 7, 1924, or 
for the purchase or construction of reservoirs, irrigation works, or 
other permanent improvements upon or for the benefit of the 
lands of said pueblos. 

Sec. 2. In addition to the awards made by the Pueblo Lands 
Board, the following sums, to be used as directed in section 1 
of this act, and in conformity with the act of June 7, 1924, be, 
and hereby are, authorized to be appropriated: 

Pueblo of Jemez, $1,885; pueblo of Nambe, $47,439.50; pueblo 


of Taos, $84,707.09; pueblo of Santa Ana, $2,908.38; pueblo of Santo 
Domingo, $4,256.56; pueblo of Sandia, $12,980.62; pueblo of San 


Felipe, $14,954.53; pueblo of Isleta, $47,751.31; pueblo of Picuris, 
$66,574.40; pueblo of San Ildefonso, $37,058.28; pueblo of San Juan, 
$153,863.04; pueblo of Santa Clara, $181,114.19; pueblo of Cochiti, 
$37,826.37; pueblo of Pojoaque, $68,562.61; in all, $761,954.88: 
Provided, however, That the Secretary of the Interior shall report 
back to Congress any errors or omissions in the foregoing author- 
izations measured by the present fair market value of the lands 
involved, as heretofore determined by the appraisals of said tracts 
by the appraisers appointed by the Pueblo Lands Board, with 
evidence supporting his report and recommendations. 

Sec. 3. Pursuant to the aforesaid act of June 7, 1924, there is 
hereby authorized to be appropriated, out of any money in the 
Treasury not otherwise appropriated, a sum to compensate white 
settlers or non-Indian claimants who have been found by the 
Pueblo Lands Board, created under said act of June 7, 1924, to 
have occupied and claimed land in good faith but whose claim 
has not been sustained and whose occupation has been terminated 
under said act of June 7, 1924, for the fair market value of lands, 
improvements appurtenant thereto, and water rights. The non- 
Indian claimants, or their successors, as found and reported by 
said Pueblo Lands Board, to be compensated out of said appropria- 
tions to be disbursed under the direction of the Secretary of the 
Interior in the amounts due them as appraised by the appraisers 
appointed by said Pueblo Lands Board, as follows: 

Within the pueblo of Tesuque, $1,094.64; within the pueblo of 
Nambe, $19,393.59; within the pueblo of Taos, $14,064.57; within 
the Tenorio Tract, Taos Pueblo, $43,165.26; within the pueblo of 
Santa Ana (El Ranchito grant), $846.26; within the pueblo of 
Santo Domingo, $66; within the pueblo of Sandia, $5,354.46; within 
the pueblo of San Felipe, $16,424.68; within the pueblo of Isleta, 
$6,624.45; within the pueblo of Picuris, $11,464.73; within the 
pueblo of San Ildefonso, $16,209.13; within the pueblo of San 

uan, $19,938.22; within the pueblo of Santa Clara, $35,350.88; 
within the pueblo of Cochiti, $9,653.81; within the pueblo of 
Pojoaque, $1,767.26; within the pueblo of Laguna, $30,668.87; in 
all, $232,086.80: Provided, however, That the Secretary of the In- 
terior shall report back to Congress any errors in the amount of 
award measured by the present fair market value of the lands 
involved and any errors in the omissions of legitimate claimants 
for award, with evidence supporting his report and recommenda- 
tions. 

Sec. 4. That for the purpose of safeguarding the interests and 
welfare of the tribe of Indians known as the Pueblo de Taos of 
New Mexico in the certain lands hereinafter described, upon which 
lands said Indians depend for water supply, forage for their do- 
mestic livestock, wood and timber for their personal use and as 
the scene of certain of their religious ceremonials, the Secretary 
of Agriculture may and he hereby is authorized and directed to 
designate and segregate said lands, which shall not thereafter be 
subject to entry under the land laws of the United States, and to 
thereafter grant to said Pueblo de Taos, upon application of the 
governor and council thereof, a permit to occupy said lands and 
use the resources thereof for the personal use and benefit of said 
tribe of Indians for a period of 50 years, with provision for sub- 
sequent renewals if the use and occupancy by said tribe of In- 
dians shall continue, the provisions of the permit are met and 
the continued protection of the watershed is required by public 
interest. Such permit shall specifically provide for and safeguard 
all rights and equities hitherto established and enjoyed by said 
tribe of Indians under any contracts or agreements hitherto exist- 
ing, shall authorize the free use of wood, fo: , and lands for 
the personal or tribal needs of said Indians, shall define the con- 
ditions under which natural resources under the control of the 
Department of Agriculture not needed by said Indians shall be 
made available for commercial use by the Indians or others, and 
shall establish necessary and proper safeguards for the efficient 
supervision and operation of the area for national forest purposes 
and all other purposes herein stated, the area referred to being 
described as follows: 

Beginning at the northeast corner of the Pueblo de Taos grant, 
thence northeasterly along the divide between Rio Pueblo de Taos 
and Rio Lucero and along the divide between Rio Pueblo de Taos 
and Red River to a point a half mile east of Rio Pueblo de Taos; 
thence southwesterly on a line half mile east of Rio Pueblo de 
Taos and parallel thereto to the northwest corner of township 
25 north, range 15 east; thence south on the west boundary of. 
township 25 north, range 15 east, to the divide between Rio Pueblo 
de Taos and Rio Fernandez de Taos; thence westerly along the 
divide to the east boundary of the Pueblo de Taos grant; thence 
north to the point of beginning; containing approximately 30,000 
acres, more or less. 

Sec, 5. Except as otherwise provided herein, the Secretary of the 
Interior shall disburse and expend the amounts of money herein 
authorized to be appropriated, in accordance with and under the 
terms and conditions of the act approved June 7, 1924: EYOTA, 
however, That the Secretary be authorized to cause necessary sur 
veys and investigations to be made promptly to ascertain the lands 
and water rights that can be purchased out of the foregoiùg 
appropriations and earlier appropriations made for the same 
purpose, with full authority to disburse said funds in the purchase 
of said lands and water rights without being limited to the 
appraised values thereof as fixed by the appraisers appointed by 
the Pueblo Lands Board appointed under said act of June 7, 1924, 
and all prior acts limiting the Secretary of the Interior in the 
disbursement of said funds to the appraised value of said lands 
as fixed by said appraisers of said Pueblo Lands Board be, and the 
same are, expressly repealed: Provided further, That the Secretary 
of the Interior be, and he is hereby, authorized to disburse a 
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portion of said funds for the purpose of securing options upon 
said lands and water rights and necessary abstracts of title thereof 
for the necessary period required to investigate titles and which 
may be required before disbursement can be authorized: Provided 
further, That the Secretary of the Interior be, and he is hereby, 
authorized, out of the appropriations of the foregoing amounts 
and out of the funds heretofore appropriated for the same purpose, 
to purchase any available lands within the several pueblos which 
in his discretion it is desirable to purchase, without waiting for 
the issuance of final patents directed to be issued under the provi- 
sions of the act of June 7, 1924, where the right of said pueblos 
to bring independent suits, under the provisions of the act of 
June 7, 1924, has expired: Provided further, That the Secretary of 
the Interior shall not make any expenditures out of the pueblo 
funds resulting from the appropriations set forth herein, or prior 
appropriations for the same purpose, without first obtaining the 
approval of the governing authorities of the pueblo affected: 
And provided further, That the governing authorities of any 
pueblo may initiate matters pertaining to the purchase of lands 
in behalf of their respective pueblos, which matters, or contracts 
relative thereto, will not be binding or concluded until approved 
by the Secretary of the Interior. 

Sec. 6. Nothing in this act shall be construed to prevent any 
pueblo from prosecuting independent suits as authorized under 
section 4 of the act of June 7, 1924. The Secretary of the 
Interior is authorized to enter into contract with the several 
Pueblo Indian tribes, affected by the terms of this act, in con- 
sideration of the authorization of appropriations contained in 
section 2 hereof, providing for the dismissal of pending and the 
abandonment of contemplated original proceedings, in law or 
equity, by, or in behalf of said Pueblo Indian tribes, under the 
provisions of section 4 of the act of June 7, 1924 (43 Stat. L. 636), 
and the pueblo concerned may elect to accept the appropriations 
herein authorized, in the sums herein set forth, in full discharge 
of all claims to compensation under the terms of said act, notify- 
ing the Secretary of the Interior in writing of its election so to 
do: Provided, That if said election by said pueblo be not made, 
said pueblo shall have 1 year from the date of the approval 
of this act within which to file any independent suit authorized 
under section 4 of the act of June 7, 1924, at the expiration of 
which period the right to file such suit shall expire by limitation: 
And provided further, That no ejectment suits shall be filed against 
non-Indians entitled to compensation under this act, in less than 
6 months after the sums herein authorized are appropriated. 

Sec. 7. Section 16 of the act approved June 7, 1924, is hereby 
amended to read as follows: 

“Sec. 16. That if the Secretary of the Interior deems it to be 
for the best interest of the Indians that any land adjudged by 
the court or said Lands Board against any claimant be sold, he 
may, with the consent of the governing authorities of the pueblo, 
order the sale thereof, under such regulations as he may make, 
to the highest bidder for cash; and if the buyer thereof be other 
than the losing claimant, the purchase price shall be used in 
paying to such losing claimant the adjudicated value of the im- 
provements aforesaid, if found under the provisions of section 15 
hereof, and the balance thereof, if any, shall be paid over to 
the proper officer, or officers, of the Indian community, but if 
the buyer be the losing claimant, and the value of his improve- 
ments has been adfudicated as aforesaid, such buyer shall be 
entitled to have credit upon his bid for the value of such improve- 
ments so adjudicated.” 

Sec 8. The attorney or attorneys for such Indian tribe or tribes 
shall be paid such fee as may be agreed upon by such attorney or 
attorneys and such Indian tribe or tribes, but in no case shall 
the fee be more than 10 percent of the sum herein authorized to 
be appropriated for the benefit of such tribe or tribes, and 
such attorneys’ fees shall be disbursed by the Secretary of the 
Interior in accordance herewith out of any funds appropriated 
for said Indian tribe or tribes under the provisions of the 
act of June 7, 1924 (43 Stat. L. 636), or this act: Provided, how- 
ever, That 25 percent of the amount agreed upon as attorneys’ 
fees shall be retained by the Secretary of the Interior to be dis- 
bursed by him under the terms of the contract, subject to ap- 
proval of the Secretary of the Interior, between said attorneys 
and said Indian tribes, providing for further services and expenses 

of said attorneys in furtherance of the objects set forth in section 
19 of the act of June 7, 1924. 

Sec. 9. Nothing herein contained shall in any manner be con- 
strued to deprive any of the Pueblo Indians of a prior right to 
the use of water from streams running through or bordering on 
their respective pueblos for domestic, stock-water, and irrigation 
purposes for the lands remaining in Indian ownership, and such 
water rights shall not be subject to loss by nonuse or abandon- 
ment thereof as long as title to said lands shall remain in the 
Indians. 

Sec. 10. The sums authorized to be appropriated under the 
terms and provisions of section 2 of this act shail be appropriated 
in three annual installments, beginning with the fiscal year 1937. 


Mr. ROBINSON of Arkansas. Mr. President, this appar- 
ently is a bill of considerable importance. It carries a very 
large appropriation. May I ask the Senator from New 
Mexico the aggregate amount that is authorized? 

Mr. BRATTON. Mr. President, the aggregate amount is 
about a million dollars, but the first payment to the Indians 
will be made in the fiscal year 1937. 
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Permit me to say to the Senator that this bill passed the 
Senate during the last session, and it has now passed the 
body at the opposite end of the Capitol. It is reported favor- 
ably by the Department of the Interior, and it has the ap- 
proval of the Director of the Bureau of the Budget. It is an 
important measure. It concludes a long and involved con- 
troversy in New Mexico. 

The principal purpose of the bill is to compensate non- 
Indian claimants now and to make a definite commitment to 
the Indians, so that a program of consolidating and blocking 
lands may be effected, looking forward to the appropriation 
for the Indians in the fiscal years 1937, 1938, and 1939. In 
addition to the fact that the bill has passed the Senate, has 
now passed the House, is approved by the Department of the 
Interior and the Director of the Budget, I can assure the 
Senator from Arkansas that it is meritorious. 

Mr. ROBINSON of Arkansas. I shall not object to the 
present consideration of the bill. 

Mr. KING. Mr. President, I should like to ask the Sena- 
tor one question. Is this the measure to carry out the find- 
ings of the commission that was appointed—I have forgot- 
ten the title of the act—for the purpose of ascertaining the 
amount due to the pueblos of New Mexico for lands of 
which they have been deprived? 

Mr. BRATTON. It is to carry out what that board should 
have done under the act. It is to correct the mistakes and 
omissions of the board, and to conform the situation to the 
purposes of the Pueblos Land Board Act, being the act ap- 
proved June 7, 1924. 

Mr. KING. Let me ask the Senator whether this will 
prevent any further litigation in the Supreme Court in order 
to cure what are alleged to be bad decisions, or improper 
decisions, of that commission? 

Mr. BRATTON. It will do that, and more. In addition 
to that, it will result in the dismissal of certain pending 
cases, 

Permit me to say to the Senator from Utah that the 
special sub-subcommittee of the Committee on Indian Af- 
fairs, over which the distinguished Senator from North Da- 
kota [Mr. Frazier] presided, went to New Mexico and 
devoted itself to hearings there. Later hearings were con- 
ducted here. This measure has the approval of the Com- 
mittee on Indian Affairs, which committee has given the 
subject matter long and careful consideration in that 
manner. 

Mr. KING. Mr. President, my great confidence in the able 
Senator from New Mexico would prompt me to be silent even 
if I had some doubts. 

The bill was ordered to a third reading, read the third 
time, and passed. 

The PRESIDING OFFICER. Without objection, Senate 
bill 691 will be indefinitely postponed. 


SALE AND DISTRIBUTION OF DAIRY PRODUCTS 


The resolution (S.Res. 76) to investigate conditions re- 
specting the sale and distribution of dairy products in the 
District of Columbia was announced as next in order. 

Mr. ROBINSON of Arkansas. Mr. President, will not the 
Senator from Utah explain that resolution? 

Mr. KING. Mr. President, at the last session of Congress 
the Committee on the District of Columbia, of which the 
Senator from Kansas [Mr. Capper] was chairman, pursuant 
to numerous requests made by citizens of the District, re- 
ported this resolution unanimously to the Senate, but 
owing to the congested condition of the calendar we were 
unable to secure its adoption. There has been considerable 
agitation during the past few weeks growing out of the 
alleged very unjust prices which are charged by organiza- 
tions which, it is contended, form a monopoly in the sale of 
milk and milk products. The agitation has been so great 
and the demands from various citizens’ associations have 
been so numerous that the resolution which was reported 
to the Senate in the last Congress was reintroduced and has 
been unanimously reported from the Committee on the Dis- 
trict of Columbia. 

The PRESIDING OFFICER. Is there objection to the 
present consideration of the resolution? 
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There being no objection, the resolution was read, as 
follows: 

Whereas it is claimed that price levels in dairy commodities 
within the District of Columbia indicate that competition in trade 
in such commodities has become stifled therein, and that the cost 
to the consumer of such commodities exceeds the cost to the 
producer by more than a fair margin of profit to the producer: 
Therefore be it 

Resolved, That the Committee on the District of Columbia, or 
any duly authorized subcommittee thereof, is authorized and 
directed to investigate conditions with respect to the sale and 
distribution of milk, cream, ice cream, or other dairy products 
within the District of Columbia with a view to determining par- 
ticularly whether any individual, partnership, or corporation, 
whether residing in the District of Columbia or elsewhere, is oper- 
ating within such District under any contract, combination in 
form of trust or otherwise, or is a party to any conspiracy, in 
restraint of trade or commerce in any such products, or in 
any way monopolizing such trade within such District. The com- 
mittee shall report to the Senate as soon as practicable the results 
of its investigation, together with its recommendations, if any, 
for necessary remedial legislation. 

For the purposes of this resolution the committee, or any duly 
authorized subcommittee thereof, is authorized to hold such hear- 
ings, to sit and act at such times and places during the sessions 
and recesses of the Senate in the Seventy-third Congress until 
the final report is submitted, to require by subpena or otherwise 
the attendance of such witnesses and the production of such 
books, papers, and documents, to administer such oaths, to take 
such testimony, and to make such expenditures, as it deems advis- 
able. The cost of stenographic services to report such hearings 
shall not be in excess of 25 cents per hundred words. 


The PRESIDING OFFICER. The question is on agreeing 
to the resolution. 

The resolution was agreed to. 

The preamble was agreed to. 


PROTECTION OF INVESTORS—CONFERENCE REPORT 


Mr. FLETCHER, Mr. President, may I ask the indulgence 
of the Senate for just a moment? Iam very much occupied 
now in the Senate Office Building, where the Banking and 
Currency Committee are conducting hearings, and I should 
like to have the Senate act on the conference report on the 
securities bill. The report has been agreed to by the House 
of Representatives, and I do not know of any opposition to 
it in the Senate. 

The PRESIDING OFFICER. What is the Senator’s 
request? 

Mr. FLETCHER, That the Senate now consider the con- 
ference report on the so-called “ securities bill.“ 

The PRESIDING OFFICER. The Senator from Florida 
asks unanimous consent for the consideration of the confer- 
ence report on House bill 5480. Is there objection? 

Mr. McNARY. Mr. President, when this matter was pre- 
sented by the able Senator on yesterday I objected because 
the report was not then printed. I understand it has now 
been printed. 

Mr. FLETCHER. It has been printed. 

Mr. McNARY. Of course, the Senator does not have to 
ask unanimous consent for the consideration of the report, 
but he can move to take it up at any time. I suggest, how- 
ever, if he is going to do that, that we have a call for a 
quorum. 

Mr. FLETCHER. I am entirely dependent on what the 
Senator from Oregon desires. 

Mr. McNARY. There are some Senators on this side who 
would like to be present when the report comes up. I will 
not object to the unanimous-consent request, but I will have 
to note the absence of a quorum, 

Mr. ROBINSON of Arkansas. May I suggest that we 
complete the call of the calendar? 

Mr. FLETCHER. I do not think it will take long to act on 
the report. 

Mr. ROBINSON of Arkansas. Very well; we will go 
ahead, although it has only been 20 minutes since there was 
a call of the Senate. 

Mr. McNARY. I appreciate that; but that was for one 
particular purpose and this is for another. 

Mr. FLETCHER. I suggest the absence of a quorum. I 
thought the Senator from Oregon had done so. 

The PRESIDING OFFICER. The clerk will call the roll. 
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The legislative clerk called the roll, and the following 
Senators answered to their names: 


Adams Copeland Kendrick Robinson, Ark. 
Ashurst Costigan Keyes Robinson, Ind 
Austin Couzens King Russell 
Bachman Cutting La Follette Schall 

Bailey Dale Lewis Sheppard 
Bankhead Dickinson Logan Shipstead 
Barbour Dieterich Lonergan Smith 
Barkley Dill Long Steiwer 
Black Duffy McAdoo Stephens 
Bone Erickson Thomas, Okla. 
Borah Fletcher McGill Thomas, Utah 
Bratton Frazier McKellar Townsend 
Brown George McNary Trammell 
Bulkley Glass Tydings 
Bulow Goldsborough M Vandenberg 
Byrd Gore Neely Van Nuys 
Byrnes Hale W. 

Capper Harrison Nye Walcott 
Caraway Hastings Overton Walsh 

Carey Hatfield Patterson Wheeler 
Clark Hayden Pittman White 
Connally Hebert Pope 

Coolidge Johnson Reynolds 


The PRESIDING OFFICER. Ninety Senators have an- 
swered to their names. A quorum is present. 

Mr. FLETCHER. Mr. President, I ask that the conference 
report may be agreed to. It is quite long, and I will not ask 
to have it read. It is already in the Recorp of the pro- 
ceedings of yesterday. 

The PRESIDING OFFICER. Is there objection to the re- 
quest of the Senator from Florida for the present considera- 
tion of the conference report? 

There being no objection, the Senate proceeded to consider 
the report. 

The PRESIDING OFFICER. The question is on agreeing 
to the report. 

The report was agreed to. 

CONVEYANCE OF LANDS TO DESCHUTES COUNTY (OREG.) SCHOOL 
DISTRICT 

The PRESIDING OFFICER. The clerk will state the 
next bill on the calendar. 

The bill (S. 284) authorizing the conveyance of certain 
lands to school district no. 28, Deschutes County, Oreg., was 
considered, ordered to be engrossed for a third reading, read 
the third time, and passed, as follows: 

Be it enacted, etc., That the Secretary of the Interior is author- 
ized and directed to convey, by quitclaim deed, to school district 
no. 28, Deschutes County, Oreg., for use for school purposes, the 
following-described area: The southwest quarter southwest quarter 
southwest quarter section 27, township 17 south, range 13 east, 
Willamette meridian; but if such school district fails to use such 


lands for the purposes herein provided, or attempts to alienate 
such lands, title thereto shall revert to the United States. 


OCHOCO NATIONAL FOREST, OREG. 


The bill (S. 285) to authorize the addition of certain lands 
to the Ochoco National Forest, Oreg., was announced as next 
in order. 

Mr. KING. Mr. President, I should like to ask the Sen- 
ator from Oregon if the bill mow under consideration and 
the bill just acted upon propose to transfer Government 
domain to the State, and if so, for what purpose? 

Mr. McNARY. Mr. President, I regret exceedingly to 
confess that I am not informed as to the nature of the 
proposed legislation. The bills were handled wholly by my 
colleague [Mr. Sterwer], and information concerning them 
is in his possession. I think, under the circumstances, the 
pending bill had better go over unless the Senator is willing 
to have it considered. 

Mr. KING. If the junior Senator from Oregon is absent, 
let it go over. 

The PRESIDING OFFICER. The bill will be passed over. 


BILL PASSED OVER 


The bill (H.R. 5389) making appropriations for the Execu- 
tive office and sundry independent executive bureaus, boards, 
commissions, and offices, for the fiscal year ending June 30, 
ete and for other purposes, was announced as next in 
Order. 


Mr. KEYES. Over. 
The PRESIDING OFFICER. The bill will be passed over. 
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DEEPS CREEK BRIDGE, DEL. 


The bill (S. 1562) granting the consent of Congress to the 
Levy Court of Sussex County, Del., to reconstruct a bridge 
across the Deeps Creek at Cherry Tree Landing, Sussex 
County, Del., was considered, ordered to be engrossed for a 
third reading, read the third time, and passed, as follows: 

Be it enacted, etc., That the consent of Congress is hereby 
granted to the Levy Court of Sussex County, Del., its successors 
and assigns, to reconstruct and maintain a bridge and approaches 
thereunto across the Deeps Creek, being a part of a navigable river 
from Concord, Del., to the Chesapeake Bay, at a point suitable to 
navigation, at or near Cherry Tree Landing, in the county of Sus- 
sex, State of Delaware, in accordance with the provisions of an 
act entitled “An act to regulate the construction of bridges over 
navigable waters“, approved March 23, 1906. 

Src. 2. The right to alter, amend, or repeal this act is expressly 
reserved, d 

NORTHWEST RIVER BRIDGE, NORFOLK COUNTY, VA. 


The bill (H.R. 5152) granting the consent of Congress to 
the State Highway Commission of Virginia to replace and 
maintain a bridge across Northwest River in Norfolk 
County, Va., on State Highway Route No. 27, was considered, 
ordered tò a third reading, read the third time, and passed. 


ERIDGE ACROSS STAUNTON AND DAN RIVERS, VA. 


The bill (H.R. 5173) granting the consent of Congress to 
the State Highway Commission of Virginia to maintain a 
bridge already constructed to replace a weak structure in the 
same location, across the Staunton and Dan Rivers, in 
Mecklenburg County, Va., on United States Route No. 15, 
was considered, ordered to a third reading, read the third 
time, and passed. 

SAVANNAH RIVER BRIDGE, SYLVANIA, GA. 


The bill (H.R. 5476) to extend the times for commenc- 
ing and completing the construction of a bridge across the 
Savannah River at or near Burtons Ferry, near Sylvania, 
Ga., was considered, ordered to a third reading, read the 
third time, and passed. 


EARL A. ROSS 


The bill (S. 1727) for the relief of Earl A. Ross was con- 
sidered, ordered«to be engrossed for a third reading, read 
the third time, and passed, as follows: 


Be it enacted, etc., That Earl A. Ross, of Boston, Mass., may, and 
is hereby empowered to, enter under the homestead laws of the 
United States 160 acres of land and timber along the border of 
any national forest in western Washington State, in lieu of lands 
and timber previously selected by him in Pacific County, Wash., 
in one or more parcels in the timber areas thereof, with the ap- 
proval of the Secretary of Agriculture, and that patent be issued 
to said Earl A. Ross covering the land so selected and approved. 
Said selections shall not interfere with or include rangers’ stations 
or buildings belonging to said reserves, nor any natural resources 
within said reserves, such as mineral springs or points or places 
generally known to be of scenic beauty, and all trails, roadways, 
approaches within the area taken shall remain property of the 
United States of America, usable and free to use as though this 
act had not been passed. 


FRANK P. ROSS 


The bill (S. 1728) for the relief of Frank P. Ross was 
considered, ordered to be engrossed for a third reading, read 
the third time, and passed, as follows: 


Be it enacted, etc., That Frank P. Ross, of Tacoma, Wash., may, 
and is hereby empowered to, enter under the homestead laws of 
the United States 160 acres of land and timber along the border 
of any national forest in western Washington State, in lieu of 
Jands and timber previously selected by him in Pacific County, 
Wash., in one or more parcels in the timber areas thereof, with the 
approval of the Secretary of Agriculture, and that patent be issued 
to said Frank P. Ross covering the land so selected and approved. 
Said selections shall not interfere with or include rangers’ sta- 
tions or buildings belonging to said reserves, nor any natural 
resources within said reserves, such as mineral springs, or points 
or places generally known to be of scenic beauty, and all trails, 
roadways, approaches within the area taken shall remain property 
of the United States of America, usable and free to use as though 
this bill had not been passed. 


REIMBURSEMENT OF EDWARD B. WHEELER 
The bill (S. 1724) authorizing the reimbursement of Ed- 
ward B. Wheeler and the State Investment Co. for the loss 
of certain lands in the Mora Grant, N.Mex., was considered, 
ordered to be engrossed for a third reading, read the third 
time, and passed, as follows: 
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Be it enacted, ete., That the Secretary of the Treasury is author- 
ized and directed to pay, out of any money in the Treasury not 
otherwise appropriated, to Edward B. Wheeler, of Las Vegas, 
N.Mex., and the State Investment Co., of New Mexico, who were 
declared by the Supreme Court of the United States (United 
States v. State Investment Co. (1924), 264 U.S. 206) to be the 
owners, respectively, of certain lands in the tract known as the 
Mora Grant, located in San Miguel and Mora Counties, N.Mex., 
an amount to be computed by the Secretary on the basis of $2.25 
per acre for every acre of lands embraced within the claim of 
any bona fide entryman on such lands holding under patent 
from the United States or under any entry allowed by the De- 
partment of the Interior, the recovery of which lands by the said 
Edward B. Wheeler and the State Investment Co. is barred by 
the stipulation entered into between such parties and the United 
States on January 23, 1918. Such payment shall operate as a 
full settlement of all claims of such Edward B. Wheeler and the 
State Investment Co. against the United States or the owners of 
such lands for damages for the loss of such lands. 


EXPENSES OF LOUDERBACK IMPEACHMENT TRIAL 


The Senate proceeded to consider the resolution (S.Res. 
82) submitted by Mr. Byrnes on May 18 (legislative day of 
May 15) and reported by the Committee to Audit and 
Control the Contingent Expenses of the Senate, which was 
read and agreed to, as follows: 

Resolved, That $20,000 is hereby authorized to be expended from 
the contingent fund of the Senate in addition to the amount 


previously authorized to defray the expenses in the impeachment 
trial of Judge Harold Louderback. 


BILL PASSED OVER 


The bill (S. 1580) to relieve the existing national emer- 
gency in relation to interstate railroad transportation and to 
amend sections 5, 15a, and 19a of the Interstate Commerce 
Act, as amended, was announced as next in order. 

Mr. KING. Over. 

The PRESIDING OFFICER. The bill will be passed over. 


COMPULSION OF TESTIMONY BEFORE INTERNATIONAL TRIBUNALS 


The Senate proceeded to consider the bill (S. 1581) to 
amend the act approved July 3, 1930 (46 Stat. 1005), author- 
izing commissioners or members of international tribunals 
to administer oaths, etc., which had been reported from the 
Committee on the Judiciary with amendments. 

Mr. McNARY. Mr. President, I suggest that a brief state- 
ment should be made of this measure. 

Mr. KING. Mr. President, the report is very brief. The 
bill is desired by the Department and by American nationals 
who are prosecuting claims where evidence is required in 
foreign lands. It is for the purpose of obtaining testimony 
more readily than under existing law. 

Mr. ROBINSON of Arkansas. Mr. President, the bill will 
afford the additional and necessary means of compelling the 
testimony of witnesses and the production of documentary 
evidence in connection with matters arising before interna- 
tional tribunals or commissions to which the United States 
is a party. Reading from the report, it is stated: 

The necessity for this legislation became apparent in connection 
with claims pending before the Mixed Claims Commission, United 
States and Germany, when the American agent, prosecuting 
meritorious claims on behalf of American citizens, was thwarted 
by the lack of power under the treaty creating the Commission to 
compel the testimony of witnesses and the production of docu- 
mentary evidence. 

I take it that the statement of the Senator from Utah and 
my own statement just concluded are adequate to satisfy 
the requirements of the Senator from Oregon. 

The PRESIDING OFFICER. The first amendment re- 
ported by the committee will be stated. 

The first amendment of the Committee on the Judiciary 
was, on page 1, section 5, line 9, after the word “ commis- 
sion”, to insert whether previously or hereafter estab- 
lished ”; on page 2, line 1, after the word “ party ” to strike 
out “ whether previously or hereafter established”; at the 
beginning of line 6 to strike out subpenas and insert 
“subpenas ; and in line 9, after the name United States 
to insert “on its own behalf or on behalf of any of its 
nationals”; so as to make the section read: 

That the act of July 3, 1930 (46 Stat. 1005), authorizing com- 
missioners or members of international tribunals to administer 


oaths, and so forth, be, and the same is hereby, amended by 
adding at the end thereof the following additional sections: 


1933 


“Sec. 5. That the agent of the United States before any inter- 
national tribunal or commission, whether previously or hereafter 
established, in which the United States participates as a party 
whenever he desires to obtain testimony or the production of 
books and papers by witnesses may apply to the United States 
district court for the district in which such witness or witnesses 
reside or may be found, for the issuance of subpœnas to require 
their attendance and testimony before the United States district 
court for that district and the production therein of books and 
papers, relating to any matter or claim in which the United States 
on its own behalf or on behalf of any of its nationals is concerned 
as-a party claimant or respondent before such international 
tribunal or commission.” 


The amendment was agreed to. 

The next amendment was, in section 6, page 2, line 15, 
after the word issued, to insert or caused to be issued ”; 
in the same line, after the word “such ”, to strike out “ sub- 
penas ” and insert “subpenas”; in line 16, after the words 
x issuance of ”, to strike out “subpenas” and insert sub- 
penas”; in line 20, after the word “such”, to strike out 
7 subpenas and insert “subpenas”; in line 23, after the 
word “such” to strike out “ subpenas and insert sub- 
pœnas ; on page 3, line 4, after the word “ representative ”, 
to strike out The” and insert Reasonable notice thereof 
shall be given to the”; in line 6, after the word “ proceed- 
ings”, to insert who“; and in line 10, after the word 
“such ”, to strike out subpenas and insert subpmenas ”; 
so as to make the section read: 


Sec. 6. That any United States district court to which such ap- 
Plication shall be made shall have authority to issue or cause 
to be issued such subpenas upon the same terms as are applica- 
ble to the issuance of subpœnas in suits pending in the United 
States district court, and the clerk thereof shall have authority to 
administer oaths respecting testimony given therein, and the 
marshal thereof shall serve such subpænas upon the person or 
persons to whom they are directed. The hearing of witnesses and 
taking of their testimony and the production of books and papers 
pursuant to such subpænas shall be before the United States 
district court for that district or before a commissioner or referee 
appointed by it for the taking of such testimony, and the exami- 
nation may be oral or upon written interrogatories and may be 
conducted by the agent of the United States or his representative. 
Reasonable notice thereof shall be given to the agent or agents of 
the opposing government or governments concerned in such pro- 
ceedings who shall have the right to be present in person or by 
representative and to examine or cross-examine such witnesses at 
such hearing. A certified t of such testimony and any 
proceedings arising out of the issuance of such subpenas shall 
be forwarded by the clerk of the district court to the agent of 
the United States and also to the agent or agents of the opposing 
government or governments, without cost. 


The amendment was agreed to. 

The next amendment was, in section 7, line 17, after the 
word “ such ”, to strike out “subpenas” and insert “ sub- 
pænas”, and in line 23, after the word “such”, to strike 
out “ subpena and insert “subpena”, SQ as to make the 
section read: 

Src. 7. That every person knowingly or willfully swearing or 
affirming falsely in any testimony taken in response to such 
subpenas shall be deemed guilty of perjury and shall, upon con- 
viction thereof, suffer the penalty provided by the laws of the 
United States for that offense when committed in its courts of 
Justice. Any failure to attend and testify as a witness or to pro- 
duce any book or paper which is in the possession or control of 
such witness, pursuant to such subpena, may be regarded as a 
contempt of the court and shall be punishable as a contempt by 
the United States district court in the same manner as is provided 
by the laws of the United States for that offense in any other 
proceedings in its courts of justice. 


The amendment was agreed to. 
The next amendment was, on page 4, after line 3, to insert 
the following new section: 


Sec. 8. For the p of sections 5, 6, and 7 of this act, 
the Supreme Court of the District of Columbia shall be considered 
to be a district court of the United States. 

The amendment was agreed to. 

The bill was ordered to be engrossed for a third reading, 
read the third time, and passed. 

The PRESIDING OFFICER. That completes the calendar. 


CONSTRUCTION AND INSPECTION OF BOILERS 


Mr. ROBINSON of Arkansas. Mr. President, I ask unani- 
mous consent that the Senate recur to Calendar No. 68, 
being the Senate bill 1129. 
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The PRESIDING OFFICER. The Senator from Arkansas 
asks unanimous consent for the consideration of a bill the 
title of which will be stated. 

The CHIEF CLERK, A bill (S, 1129) to amend sections 361, 
392, 406, 407, 408, 409, 410, 411, and 412 of title 46 of the 
United States Code, relating to the construction and inspec- 
tion of boilers, unfired pressure vessels, and the appurte- 
nances thereof. 

The PRESIDING OFFICER. Is there objection to the 
present consideration of the bill? 

There being no objection, the Senate proceeded to con- 
sider the bill, which was read, as follows: 


Be it enacted, ete.” That sections 361, 392, 406, 407, 408, 409, 410, 
411, and 412, of title 46 of the United States Code be, and the same 
are hereby, amended to read as follows: 

“Sec. 361. Every vessel subject to inspection propelled in whole 
or in part by steam or by any other form of mechanical or electrical 
power shall be considered a steam vessel within the meaning of 
and subject to all of the provisions of this act: Provided, how- 
ever, That motor boats as defined in the act of June 9, 1910, are 
exempt from the provisions of this act. 

“Src. 392. The local inspectors shall also inspect, before the 
same shall be used and once at least in every year thereafter, the 
boilers, unfired pressure vessels, and appurtenances thereof, also 
the propelling and auxiliary electrical F and 
equipment, of all vessels subject to inspection; and the inspectors 
shall satisfy themselves by thorough examination that the same 
are in conformity with law and the rules and regulations of the 
board of supervising inspectors, and may be safely employed in 
the service proposed. No boiler, unfired pressure vessel, or appur- 
tenances thereof shail be allowed to be used if constructed in 
whole or in part of defective material or which because of its 
form, design, workmanship, age, use, or for any other reason is 
unsafe. At each annual on all boilers, unfired pressure 
vessels, and main steam piping shall be subjected to hydrostatic 
tests or such other tests as may be prescribed by the board of 
supervising inspectors. The ratio of the hydrostatic test to the 
maximum working pressure shall be determined by action of the 
board of supervising inspectors. 

“Sec. 406. All boilers and unfired pressure vessels constructed 
of iron or steel plates or other approved metals for use on vessels 
subject to inspection shall be made of material that has been 
tested, inspected, and stamped in accordance with the require- 
ments of this act. 

“Sec. 407. Any person, firm, or corporation who constructs a 
boiler, or steam pipe connecting the boilers, or an unfired pressure 
vessel for use on vessels subject to inspection, of iron or steel 
plates or other approved metals which have not been duly tested, 
inspected, and stamped according to the provisions of this act 
and the requirements of the board of supervising inspectors; or 
who knowingly uses any defective material in the construction 
of such boiler, steam pipe, or pressure vessel; or who drifts any 
rivet hole to make it come fair; or who delivers any such boiler, 
steam pipe, or pressure vessel for use, knowing it to be defective 
in design, material, or construction, shall be fined $1,000. Nothing 
in this act shall be so construed as to prevent from being used 
on such vessels any boiler, steam generator, steam pipe, or unfired 
pressure vessel which may not be constructed of riveted iron or 
steel plates: Provided, That scientific data and facts are submitted 
to enable the board of supervising inspectors to satisfy them- 
selves that such boiler, steam generator, or pressure vessel is equal 
in strength and as safe from explosion as one of the best quality 
of iron or steel plates of riveted construction: Provided, how- 
ever, That the Secretary of Commerce may grant permission to 
use any boiler, steam generator, or unfired e vessel not of 
iron or steel plate riveted construction upon the certificate of 
the supervising inspector for the district wherein such boiler, 
steam generator, or pressure vessel is to be used, and other satis- 
factory proof that the use of the same is safe and efficient, said 
permit to be valid until the next regular meeting of the board of 

supervising inspectors who shall act thereon: Provided further, 
That such boilers, steam generators, or pressure vessels may be 
constructed with seamless shells or by means of any approved 
method of welding governed by the rules and regulations prescribed 
by the board of su inspectors. 

“Sec. 408. All iron or steel plates, or other material used in the 
construction of boilers or unfired pressure vessels for use on ves- 
sels subject to inspection shall be tested and inspected in such 
Manner as shall be prescribed by the board of supervising in- 
spectors and approved by the Secretary of Commerce, so as to 
enable the inspectors to ascertain the tensile strength, homo- 
geneity, toughness, and ability to withstand the effect of repeated 
heating and cooling; and no plate or other material shall be used 
in the construction of such boilers or pressure vessels which 
has not been tested, inspected, and approved under the rules and 
regulations of the board of supervising inspectors: Provided, how- 
ever, That small unfired pressure vessels having diameters not 
exceeding 80 inches and subject to a maximum allowable work- 
ing pressure not exceeding 100 pounds per square inch shall be 
exempt from this requirement. 

“The Director of the Bureau of Navigation and Steamship 
Inspection may, under the direction of the Secretary of Com- 
merce, detail inspectors to inspect iron or steel plates or other 


. 


* 


4012 CONGRESSIONAL RECORD —SENATE 


material at the mills where the same are manufactured; and if 
such plates or material are found in accordance with the rules 
of the board of supervising inspectors, the inspector shall stamp 
the same with the initials of his name and the official stamp 
of the Bureau of Navigation and Steamboat Inspection, which 
stamp shall be authorized by the board of supervising inspectors; 
and material so stamped shall be accepted by the local inspectors 
of the various districts as being in full compliance with the re- 
quirements of this section regarding the test and inspection of 
such plates and material: Provided, That any person, firm, or 
corporation who affixes any false, forged, fraudulent, spurious, 
or counterfeit of the stamp herein authorized to be put on by 
an inspector shall be deemed guilty of a felony and shall be 
fined not less than $1,000 nor more than $5,000 and imprisoned not 
less than 2 years nor more than 5 years. 

“Sc. 409. Every plate of iron or steel, made for use in the 
construction of boilers, unfired pressure vessels, or riveted steam 
pipe shall be distinctly and permanently stamped by the manu- 
facturer thereof, and, if practicable, in such places that the 
marks shall be left visible when such plates are assembled, with 
the name of the manufacturer, and the minimum tensile strength 
in pounds per square inch, and the inspectors shall keep a record 
in their office of the stamps upon all plates, material, and boilers 
which they inspect. 

“Sec. 410. Any person, firm, or corporation who counterfeits, 
or causes to be counterfeited, any of the marks or stamps pre- 
scribed for iron or steel plates or other material tested and in- 
spected under this act, or who designedly stamps, or causes to be 
stamped falsely, any such plates or material; and every person 
who stamps or marks, or causes to be stamped or marked, any 
such plates or material with the name or trade-mark of another, 
with the intent to mislead or deceive, shall be fined $2,000, and 
may in addition thereto, at the discretion of the court, be im- 
prisoned not exceeding 2 years. 

“Sec. 411. The board of supervising inspectors is hereby em- 
powered to prescribe formulas, rules, and regulations for the 
design, material, and construction of boilers, unfired pressure 
vessels, and appurtenances thereof, and steam piping for use on 
vessels subject to the provisions of this act: The maximum 
working pressure shall be determined by formulas prescribed 
by the board of supervising inspectors, and no such boiler, pres- 
sure vessel, or appurtenance thereof shall be designed or operated 
where the factor of safety is less than four: Provided, That the 
minimum thickness and maximum allowable working pressure 
of valves, fittings, and other appurtenances shall be determined 
by formulas prescribed by the board of supervising inspectors. 

“Sec, 412. The maximum allowable thickness of shell plates 
and the details of material, design, and construction of. externally 
fired boilers shall be determined by action of the board of 
supervising inspectors.” 

All laws or parts of laws which may conflict with the provisions 
of this act are hereby repealed. 


Mr. ROBINSON of Arkansas. Mr. President, this is a 
bill transmitted to the Senator from Mississippi [Mr. 
STEPHENS] as Chairman of the Committee on Commerce and 
having relation to the provisions of the United States Code 
relating to the construction and inspection of boilers, un- 
fired pressure vessels, and the appurtenances of the same. 
The bill is a departmental measure; it was unanimously 
reported by the committee; and I believe improves the pres- 
ent statute, brings it down to date, and makes certain modifi- 
cations which are regarded as necessary and helpful. 

Mr. VANDENBERG. Mr. President, will the Senator 
yield? 

The PRESIDING OFFICER. Does the Senator from 
Arkansas yield to the Senator from Michigan? 

Mr. ROBINSON of Arkansas. Certainly. 

Mr. VANDENBERG. As a member of the committee I 
should like to concur in the statement the Senator has just 
made. The improvements are technical in nature and it is 
scarcely worth while to survey them in detail. The general 
net result is of substantial advantage to the service. 

Mr. ROBINSON of Arkansas. Yes; and the report of the 
committee was unanimous. 

The PRESIDING OFFICER. The question is on the pas- 
sage of the bill. 

The bill was ordered to be engrossed for a third reading, 
read the third time, and passed. 


GREAT FALLS BRIDGE 


Mr. SHEPPARD. Mr. President, earlier in the day I re- 
ported from the Committee on Commerce a bridge bill, Sen- 
ate bill 1564, for the calendar. It is in the usual form and 


_I ask that it may be considered at this time. 


The PRESIDING OFFICER. Is there objection to the 
request of the Senator from Texas? 


There being no objection, the Senate proceeded to con- 


sider the bill (S. 1564) to revive and reenact the act entitled 
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“An act authorizing the Great Falls Bridge Co. to construct, 
maintain, and operate a bridge across the Potomac River 
at or near Great Falls”, approved April 21, 1928, which had 
been reported from the Committee on Commerce with an 
amendment, in line 3, before the word granting ”, to insert 
“heretofore amended by acts of Congress approved March 
4, 1929, and May 29, 1930”, so as to make the bill read: 

Be it enacted, etc., That the act approved April 21, 1928, here- 
tofore amended by acts of Congress approved March 4, 1929, and 
May 29, 1930, granting the consent of Congress to the Great Falls 
Bridge Co. to construct, maintain, and operate a bridge and 
approaches thereto across the Potomac River at or near Great 
Falls, be, and the same is hereby, revived and reenacted: Provided, 
That this act shall be null and void unless the actual construction 
of the bridge herein referred to be commenced within 1 year and 
completed within 3 years from the date of approval hereof. 

Sec. 2. That the right to alter, amend, or repeal this act is 
hereby expressly reserved. 

‘The amendment was agreed to. 

The bill was ordered to be engrossed for a third reading, 
read the third time, and passed. 


WASHINGTON HOME FOR FOUNDLINGS 


Mr. KING. Mr. President, I am going to submit a rather 
unusual request. The Senator from Maine [Mr. WHITE] 
introduced a few days ago a bill, being Senate bill 1659, to 
authorize an increase in the number of directors of the 
Washington Home for Foundlings. It has not been con- 
sidered by the Committee on the District of Columbia, of 
which I am chairman, but we have reported a number of 
bills of a similar character. Under the procedure many 
years ago Congress would grant special charters to various 
organizations within the District, hospitals, educational in- 
stitutions, and so forth, and restricted the number of di- 
rectors. These organizations have no power to amend their 
articles of incorporation to enlarge or diminish the number 
of directors. 

This organization is known as the Home for Foundlings“ 
in the city of Washington, one of the most important 
humanitarian organizations that is functioning in the city. 
The Senator from Maine has been very much interested in 
it. Under the old charter the number of directors is limited 
to 10. The bill merely enlarges the authority so it may 
increase the number of directors as the needs of the home 
may require. That is the only purpose of the bill. 

I ask unanimous consent that the Committee on the Dis- 
trict of Columbia may be discharged from the further con- 
sideration of the bill, and that it may be considered and 
passed. May I say there is a bill pending before our com- 
mittee to amend these old charters and to give the directors 
authority to enlarge or reduce the number of directors as 
they may see fit. 

Mr. NORRIS. Mr. President, I suppose the Senator re- 
alizes he is asking something that may establish a precedent 
which will come home to plague him? The bill has not 
been considered by a committee. 

Mr. KING. I said it was an unusual request; and if the 
Senator objects, I shall not insist. 

Mr. NORRIS. I am not going to object, but I simply 
invite attention to the fact that it is a procedure of which 
someone may take advantage in the way of a precedent to 
bring about the passage of some bill which may not be as 
desirable as this one. 

The PRESIDING OFFICER. The Senator from Utah asks 
unanimous consent that the Committee on the District of 
Columbia may be discharged from the further consideration 
of the bill named by him and that the Senate proceed to 
its immediate consideration. Is there objection? 

There being no objection, the Senate proceeded to con- 
sider the bill (S. 1659) to authorize an increase in the num- 
ber of directors of the Washington Home for Foundlings, 
which was read as follows: 

Be it enacted, etc., That the act entitled “An act for incorporat- 
ing a hospital for foundlings in the city of Washington“, approved 
April 22, 1870, as amended, is amended by striking out section 3 of 
said act and by inserting in lieu thereof the following new section: 

“Sec. 3. The management of said hospital shall be under the 
control of a board of directors. The number of directors shall be 
fixed in the bylaws of the corporation and may be increased or 
decreased from time to time as may be provided in said bylaws. 
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The board of directors shall haye power to appoint all officers and 
committees necessary to the proper administration of the affairs of 
the corporation.” 


The bill was ordered to be engrossed for a third reading, 
read the third time, and passed. 


SALARY SCHEDULES OF BANKS AND OTHER ORGANIZATIONS 


Mr. COSTIGAN. Mr. President, on several different occa- 
sions I have asked unanimous consideration for Senate Res- 
olution 75. I move at this time that the resolution be taken 
from the table and that the Senate proceed to consider it, 
as modified. 

The PRESIDING OFFICER. The question is on the mo- 
tion of the Senator from Colorado that the Senate proceed 
to the consideration of Senate Resolution 75. 

Mr. KING. Mr. President, let it be read. 

The PRESIDING OFFICER. The resolution will be read 
for the information of the Senate. A 

The Chief Clerk read the resolution (S.Res. 75) submitted 
by Mr. Costrcan on the 8th instant, as modified, as follows: 

Resolved, That the Federal Reserve Board is requested to pre- 
pare and transmit to the Senate, as soon as practicable, a report 
showing the salary schedule of the executive officers and directors 
of each Federal Reserve bank and member bank of the Federal 
Reserve System; be it further 

Resolved, That the Reconstruction Finance Corporation is re- 
quested to prepare and transmit to the Senate, as soon as prac- 
ticable, a report showing the salary schedule of the executive 
officers and directors of each bank not a member of the Federal 
Reserve System to which loans or advances have been made by the 
Corporation; be it further 

Resolved, That the Federal Power Commission is requested to 
prepare and transmit to the Senate, as soon as practicable, a 
report showing the salary schedule of the executive officers and 
directors of each public-utility corporation engaged in the trans- 
portation of electrical energy in interstate commerce, and of all 
other corporations licensed under the Federal Water Power Act; and 
be it further 

Resolved, That the Federal Trade Commission is requested to 
prepare and transmit to the Senate, as soon.as practicable, a 
report showing the salary schedule of the executive officers and 
directors of each corporation engaged in interstate commerce 
(other than public-utility corporations) having capital and/or 
assets of more than a million dollars in value, whose securities 
are listed on the New York Stock Exchange or the New York Curb 
Exchange. 

For the purposes of this resolution, the term “ salary” includes 
any compensation, fee, bonus, commission, or other payment, direct 
or indirect, in money or otherwise, for personal services. 

Mr. ROBINSON of Arkansas. Mr. President, is the Sena- 
tor moving to take up the resolution? 

Mr. COSTIGAN. Yes. 

Mr. ROBINSON of Arkansas. The Senator does not de- 
sire to displace the unfinished business? 

Mr. COSTIGAN. Certainly there is no disposition to dis- 
place the unfinished business. 

Mr. ROBINSON of Arkansas. Has the Senator asked 
unanimous consent for its consideration? 

Mr. COSTIGAN. I shall ask unanimous consent if the 
motion is to have the effect indicated by the Senator from 
Arkansas. I now ask unanimous consent for the considera- 
tion of Senate resolution 75. 

The PRESIDING OFFICER. Is there objection to the re- 
quest of the Senator from Colorado? 

Mr. McNARY. Mr. President, is the resolution on the 
calendar? 

The PRESIDING OFFICER. It is on the table calendar. 

Mr. McNARY. Is it a resolution coming over from a pre- 
vious day? 

The PRESIDING OFFICER. It has been on the calen- 
dar since May 8. 

Mr. COSTIGAN. The able Senator from Oregon has twice 
heretofore objected to immediate consideration of the reso- 
lution because of the absence of Republican Senators. 

Mr. McNARY. Yes; and at this time I have in mind the 
fame objection. A number of Senators who would like to 
be present when the resolution is brought up have spoken 
to me about it. On two former occasions the able Senator 
from Colorado has called it up just a short time before the 
Senate took a recess. Under the circumstances I do not feel 
that I should at this time grant permission. I said to the 
Senator the other day that some time when there is a full 
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attendance on a call of the calendar I shall have no objec- 
tion. 

The PRESIDING OFFICER. Does the Senator from Ore- 
gon object? 

Mr. McNARY. For that reason I object at this time. 

The PRESIDING OFFICER. The Senator from Oregon 
objects. 

COST OF ELECTRICAL DISTRIBUTION 

Mr. COSTIGAN. Mr. President, I now ask unanimous 
consent for the immediate consideration of Senate Resolu- 
tion 80. 

The PRESIDING OFFICER. The Senator from Colorado 
asks unanimous consent for the immediate consideration of 
Senate Resolution 80. Is there objection? 

Mr. KING. Mr. President, reserving the right to object, 
I ask that the resolution may be read. 

The PRESIDING OFFICER. The resolution will be read 
for the information of the Senate. 

The Chief Clerk read the resolution (S.Res. 80), submitted 
by Mr. Costican on the 15th instant, as follows: 

Whereas growing interest is manifest throughout the Nation on 
the part of householders, both urban and rural, as to present and 
future uses of electricity and reasonable rates chargeable therefor; 
a Waren a considerable, if not controlling, factor in the cost of 
rural and domestic electric service is reported to be the expense of 
distributing transmitted current between local substations and the 
customers’ meters; and 

Whereas it is responsibly alleged by engineers that the service 
companies keep no record of this important distribution cost and 
that the subject has never been discussed before any engineering 
society; that technical literature does not deal with it; and that 
only rarely has it been considered in electric-rate cases: There- 
de That the Federal Power Commission is hereby re- 
quested to furnish the Senate with a report summarizing such 
information as may be available indicating the cost of electrical 
distribution expressed in cents per kilowatt-hour under varying 
service conditions, as contrasted with the more widely known costs 
of electrical generation and electrical transmission. 

The PRESIDING OFFICER. Is there objection to the im- 
mediate consideration of the resolution? 

Mr. KING. Mr. President, in view of the fact that the 
Federal Trade Commission for a number of years, probably 
2 or 3, have been making a very exacting, intensive, careful, 
and exhaustive investigation of the power companies in the 
United States and have submitted considerable data, I 
wonder if the matter ought not to be referred to the Federal 
Trade Commission, because it may have very much of the 
information the Senator seeks. 

Mr. COSTIGAN. If agreeable to the Senator from Utah, 
I am willing to modify the resolution in effect so as to unite 
the information of the Federal Power and Trade Commis- 
sions, or otherwise, to meet the suggestion of the able Sena- 
tor from Utah. However, I am advised that the Federal 
Power Commission has sufficient information with which to 
respond to the request. 

Mr. KING. I do not wish to interfere with the course 
which the Senator from Colorado desires to pursue in the 
matter, but the thought occurred to me, in view of the 
great amount of testimony taken and the large amount of 
money expended in the investigation by the Federal Trade 
Commission, that that Commission would now have sub- 
stantially all the information the Senator desires. 

Mr. COSTIGAN. I suggest that the resolution be adopted 
in its present form, if agreeable to the Senate, and that if 
cooperation is desired between the two commissions it may 
be subsequently arranged. 

Mr. ROBINSON of Arkansas.. Mr. President, I was about 
to observe, when the Senator from Colorado made that 
suggestion, that it is not certain that the Federal Trade 
Commission has the data to which the resolution refers. 
If the Power Commission has it, there probably would be no 
occasion to complicate the matter by referring it to the 
Federal Trade Commission. 

The PRESIDING OFFICER. Is there objection to the 
request of the Senator from Colorado? 

Mr. HEBERT. Mr. President, I understand there are 
some Senators on this side of the aisle who are now absent 
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who desire to be present when the resolution is considered. 
I hope, under the circumstances, that the Senator from 
Colorado will not press his request at this time because of 
the absence of those Senators on this side of the aisle, who 
are engaged in important committee hearings. 

Mr. COSTIGAN. Will it meet the wishes of the able Sen- 
ator from Rhode Island if the absence of a quorum is sug- 
gested? 

Mr. HEBERT. I do not know whether the Senators are 
available at this time. So far as I am concerned, I person- 
ally have no objection to the resolution now being consid- 
ered, but I have information that some Senators on this 
side of the aisle desire to be present when it is considered. 

Mr. COSTIGAN. I trust the Senator will not insist on 
his objection. As he is aware, it is exceedingly difficult to 
secure the attendance which appears to be desired on the 
other side of the aisle for the consideration of any resolution. 
The resolution merely seeks information. 

The PRESIDING OFFICER. Is there objection to the 
immediate consideration of Senate Resolution 80, as re- 
quested by the Senator from Colorado? 

Mr. HEBERT. In view of the information that comes to 
me regarding the desire of Senators to be present when the 
resolution is considered and in view of their absence from 
the Chamber at this time, I shall have to object. 

< The PRESIDING OFFICER. The Senator from Rhode 
Island objects to the immediate consideration of the reso- 
lution. 

EXECUTIVE SESSION 

Mr. ROBINSON of Arkansas. Mr. President, I move that 
the Senate proceed to the consideration of executive business. 

The motion was agreed to; and the Senate proceeded to the 
consideration of executive business. 

REPORTS OF COMMITTEES 

The PRESIDING OFFICER. Reports of committees are 
in order. 

Mr. GEORGE. From the Committee on Finance I report 
back favorably the nomination of Stephen B. Gibbons, of 
New York, to be Assistant Secretary of the Treasury. 

The PRESIDING OFFICER. The nomination will be 
placed on the calendar. . 

FEDERAL TRADE COMMISSIONER—EWIN L. DAVIS 

Mr. NEELY. From the Committee on Commerce, I report 
back favorably the nomination of Ewin Lamar Davis, of 
Tennessee, to be Federal Trade Commissioner for the term 
expiring September 25, 1939. 

Mr. McKELLAR. Mr. President, I ask unanimous consent 
for the immediate consideration of this nomination. Judge 
Davis is a former Member of the House; and I take it that 
there is no opposition to him of any kind, nature, or descrip- 
tion on either side of the aisle. I hope the Senator from 
Oregon [Mr. McNary] will permit him to be confirmed, and 
let the President be notified. 

The PRESIDING OFFICER. The Senator from Tennes- 
see asks unanimous consent for the immediate consideration 
of this nomination. Is there objection? 

Mr. McNARY. Mr. President, let me ask the Senator if 
the Committee on Interstate Commerce reported favorably 
on this nomination. 

Mr. McKELLAR. It did. 

Mr. WHITE. Mr. President, will the Senator yield? 

Mr. McNARY. I yield. 

Mr. WHITE. I join in the hope expressed by the Senator 
from Tennessee that this nomination may be presently con- 
sidered, and that the President may be advised of the 
action of the Senate. 

I served in the House of Representatives with this nomi- 
nee for 12 years of time. In all that span of years I never 
knew a man more indefatigable in industry, I never knew a 
man of loftier ideals of public service, I never knew a man 
of higher integrity, than this nominee. I join earnestly in 
the hope that there may be speedy action by the Senate on 
the nomination, and that notice thereof may be sent to the 
President, because no man ever was more deserving of such 
consideration at the hands of this body. 
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Mr. McKELLAR. I thank the Senator from Maine, and 
concur entirely in what he has said. 

Mr. McNARY. Mr. President, I realize the amenities that 
exist between this body and the House. I further realize 
the necessity of conforming, so far as we can, to the prac- 
tice of referring to the calendar matters that come from 
the committees. 

If the committee has reported this nomination unani- 
mously today, I shall have no objection to its consideration; 
but I shall object to the President being notified. 

The PRESIDING OFFICER. The Senator from Tenn- 
essee [Mr. McKELLAR] requests the immediate considera- 
tion of the nomination of Mr. Ewin L. Davis. Is there ob- 
jection? The Chair hears none; and, the nomination is 
confirmed. 

If there be no further reports of committees, the calen- 
dar is in order. 

THE CALENDAR—THE ADJUTANT GENERAL 


The Chief Clerk read the nomination of James Fuller 
McKinley to be The Adjutant General of the Army. 

Mr. TYDINGS. Mr. President, I have no desire to hold 
up the confirmation of this nomination through dilatory 
tactics. There are some features connected with the mat- 
ter which I think the Senate should have brought to its 
attention. If, when it is in possession of these facts, the 
Senate desires to confirm General McKinley, it is a matter 
for each Senator to determine for himself. 

I desire to say at the start that I do not wish to reflect 
upon General McKinley as a man or as a soldier. I under- 
stand that he is a splendid man, of fine character, and has 
& very efficient record as a soldier. The reason for my 
remarks is the manner in which he has been selected. 

General McKinley has 11 more years to serve. For the 
past 4 years he has been Assistant The Adjutant Gen- 
eral of the Army. If he is confirmed for this post, in 4 more 
years he will retire at $6,000 a year; and, although a young 
man in his fifties, he will probably go out, as other Army 
officers have gone, take a job in private industry, and con- 
tinue to draw $500 a month or $6,000 a year as retired pay, 
even though he will have 7 more years to serve when the 
next 4 years shall have passed. 

Here we are, at a time when we are cutting down the 
compensation of ex-service men. The man who lost a leg or 
was wounded in actual battle is having his compensation 
reduced 20 percent. The compensation paid in other cases 
of disability in action, in line of battle, is likewise dimin- 
ished or eliminated altogether. Yet, in the face of that, we 
are going to take one of the most efficient Army officers in 
the whole Army, so I am told, elevate him at a very young 
age to the highest position to which he can aspire, and allow 
him to hold it for 4 years and then retire into private life 
at $500 a month. If there is any consistency in that policy, 
I am unable to follow it. 

General McKinley at this moment has 11 years to serve. 
He is a very efficient officer. Under normal conditions per- 
haps his nomination to the top of his profession might be 
justified; but now, when economy is the watchword, are we 
by the confirmation of this appointment to take a step 
which will shortly bring about the retirement from the sery- 
ice of one of the most efficient officers of the Army, now in 
the heyday of his efficiency, upon whom the Government 
has expended thousands of dollars to educate him in the 
first place and to develop his efficiency to the highest point, 
and upon his retirement pay him $500 a month for the rest 
of his life? 

That, briefly, is the reason why I have objected to the 
confirmation of General McKinley as The Adjutant General 
of the Army. It is not because General McKinley is inef- 
ficient, for he is not inefficient. He is a very efficient offi- 
cer, one of the best in the Army. It is not because of any 
personal reflection on the general, for all that I have heard 
of him is commendatory in the highest degree. But I do 
want to ask Senators who but a few months ago voted to 
reduce the compensation of the man who had been wounded 
in actual battle, and in many cases to take away his com- 
pensation entirely, how they can do that on the one hand, 
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and on the other hand justify the policy of paying an Army 
officer in good health, who has not yet finished his tour of 
duty, $6,000 a year for the balance of his life, even though 
he has 11 more years to serve. 

I called this matter to the attention of the Secretary of 
War. The Secretary of War said General McKinley was 
a very efficient officer. I called the Seczetary’s attention 
to the fact that General McKinley would draw a pension 
of $6,000 a year for 7 more years that he still had to serve, 
and stated that I thought we could not defend that policy 
in times like these, when Senators are having their com- 
pensation reduced from $10,000 a year to $8,500, when all 
Government employees are having their compensation re- 
duced, when the Navy is about to lose three or four hun- 
dred of its officers and any number of its noncommissioned 
officers, and when, because of economy, several hundred 
Army officers are to be taken out of the service entirely, 
even though they are but half way through their military 
careers. The Secretary was much impressed with that ar- 
gument, and said it offered a very grave problem for solu- 
tion; but that as this had been the custom in the past, he 
felt that he should adhere to that policy. 

Mr. KING. Mr. President—— 

The PRESIDING OFFICER. Does the Senator from 
Maryland yield to the Senator from Utah? 

Mr. TYDINGS. I yield to the Senator. 

Mr. KING. I ask the Senator if it is not a fact that the 
officer in question was lifted up—and I do not use the term 
offensively—over other officers whose records were just as 
good as his, whose service was just as efficient, and given 
priority over them? My information is that General Mc- 
Kinley was given his present position over 17 officers who 
were his seniors, and whose efficiency record was not only 
excellent but without reproach or blemish. 

Mr. TYDINGS. That is a true statement. May I say 
to the Senator from Utah that I may not have the figures 
exactly correct, but they are substantially correct. 

When General McKinley was promoted the last time, 4 
years ago, and made The Assistant Adjutant General of the 
Army, he was jumped over 17 other men who ranked him 
in seniority. At that time his selection was said to be based 
on efficiency. I desire to say now that I am impressed with 
General McKinley’s record, that he is an efficient officer, that 
he is a man of fine character, and nothing I am saying 
against his confirmation is a reflection upon him personally. 
I am attempting to call to the attention of the Senate the 
fact that at a time when we are in the midst of an economy 
program we are asked to permit this exception to be made 
of paying to an Army officer who has 11 years yet to serve 
a pension of $6,000 a year for 7 years, when there is nothing 
wrong with his health, permitting him to go out and engage 
in employment in private life and yet be upon the pay roll 
of the Federal Government. 

Mr. KING. Mr. President—— 

Mr. TYDINGS. Before I yield to the Senator again— 
and I will in just a moment—may I say, take the case of 
Mr. Robert C. Davis, who was also an adjutant general, a 
very efficient Army officer. He was promoted to the top of 
his particular branch, and became The Adjutant General of 
the Army. After 4 years of service, while only 50 years of 
age, having 14 years to go before retirement, he exercised 
the option that he had, and retired with the rank of major 
general, and today draws $6,000 a year, although he is em- 
ployed in private life as well. By this system we take the 
most efficient officer in the Army and drive him out of the 
service, and then, while he is out of the service, pay him for 
the 14 years he yet has to go before the proper retirement 
age. 

I do not think this is sound policy in normal times; and 
certainly it is not fair policy in these times, when everybody 
else is feeling the blow of the ax of economy. 

I now yield to the Senator from Utah. 

Mr. KING. Mr. President, I desire to ask the Senator 
whether he defends a policy which permits the lifting up 
of one officer over many others who are his seniors and 
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whose records are as good as his, thus giving him priority 
and advantage. 

Mr. TYDINGS. No; I am not defending it, although I 
will say that I do believe there should be some elasticity for 
the man who is exceedingly efficient. In applying that rule, 
however, action based upon efficiency ought to be confined 
to the men in the same class, who have the same number of 
years to serve, so that the Government, the taxpayers, and 
the Army itself will not by this policy lose the services of 
a man before he reaches the proper retirement age. 

Mr. KING. Mr. President, will the Senator yield further? 

Mr. TYDINGS. Yes; I yield. 

Mr. KING. My information is that the record of Gen. 
Edgar T. Conley is just as good as that of General McKinley. 
He is a man of ability and integrity and his record as a 
military officer is not surpassed by that of General McKinley 
or any other officer in the Army. Why was General McKin- 
ley lifted up over him? General Conley was his senior. 
Why give General McKinley the precedence now? 

Mr. McKELLAR. Mr. President 

Mr. TYDINGS. Before I yield to the Senator from Ten- 
nessee, let us take the situation which the Senator from 
Utah conjures up and see where we are. 

Here is Col. Edgar T. Conley, who entered West Point as a 
young man, graduated, and served all his life in the Army 
without a blot on his record. He is now, I think, 59 or 60 
years old. I was told by the Chief of Staff and by the 
Secretary of War, who had refreshed his mind from the 
records, that Colonel Conley is one of the two most efficient 
Officers in the Adjutant General’s department of our entire 
Army. If Colonel Conley had received this appointment, he 
would have retired at the age of 64, as he should retire 
under the law. He would have had the climaxing laurel 
placed on his brow as the result of efficient and honorable 
service. The Government would not have been out a penny 
of money. They would have kept him as long as he was 
useful to the Army. 

On the other hand we have General McKinley. A num- 
ber of years after Colonel Conley graduated from West 
Point, General McKinley graduated. He is a splendid man, 
with a very efficient record; but when he had 15 more long 
years to serve he was lifted up over 17 other men, many of 
them with splendid records by the admission of the War 
Department itself, and made the Assistant Adjutant Gen- 
eral of the Army. Now, forsooth, because he is Assistant 
Adjutant General of the Army, it is proposed to give him 
the top rank, and make him Adjutant General of the Army, 
so that when he completes these 4 years of duty and still 
will have 7 years to serve he will leave the service and draw 
$6,000 a year, simply because the alternative is that if he 
does not leave the service he must then go back to the rank 
of colonel, and his retirement pay as an Adjutant General 
would be equal to the pay he would receive as a colonel were 
he to stay in the Army. 

I asked whether there were any exceptions where men who 
had gone to the top of their profession before retirement 
age had stayed in the Army. In reply the Chief of Staff, 
General MacArthur, and the Secretary of War stated that 
it was the almost universal custom that when a man had 
reached the top he retired and took his retirement pay for 
the balance of his life. 

Mr. McKELLAR. Mr. President—— 

Mr. TYDINGS. I yield to the Senator. 

Mr. McKELLAR. I think it might be said in behalf of 
General McKinley that his appointment comes here under 
the law we have enacted. We have permitted the President 
to select officers of efficiency 

Mr. TYDINGS. The President never selected General 
McKinley. I will say that to the Senator from Tennessee. 

Mr. McKELLAR. Not only has the present President se- 
lected him, but a former President selected him, and a 
former Secretary of War selected him—by the way, a Re- 
publican Secretary of War and a Republican President. 

Mr. TYDINGS. The Senator is in error. No former Sec- 
retary of War and no former President ever selected General 
McKinley to be The Adjutant General of the Army. 
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Mr. McKELLAR. Mr. President, his name was sent to 
the Senate at the last session, and it was not confirmed; 
and now a Democratic President and a Democratic Secre- 
tary of War have sent in General McKinley’s name again. 
He has been chosen for this position twice, and we must 
assume that he has been chosen because of his efficiency as 
an Army officer. The Senator admits that he has made an 
efficient officer, and I have no doubt of it. Of course, I am 
not saying anything contrary to General Conley, or any 
other officer. I only know that here are officers whom the 
Secretary of War and the President have a right to choose, 
and they have chosen them. Two Secretaries of War belong- 
ing to different parties and two Presidents belonging to 
different parties have chosen one of them, and he ought to 
be confirmed. 

Mr. TYDINGS. Mr. President, let me put to my friend, 
the Senator from Tennessee, rather plainly what the issue 
is in this case. In other words, we have cut off the rolls 
entirely five totally disabled service men, drawing a hundred 
dollars a month each as a pension, in order 4 years from 
now to retire General McKinley at $500 a month, even 
though he is healthy, even though we spent thousands of 
dollars on training him up to this point, and he has 7 or 8 
years more to go. We take the money away from these 
disabled service men just to pay his retired pay, notwith- 
standing he may go into private life and make another five 
or ten or fifteen thousand dollars. 

Mr. McKELLAR. I do not understand that that is being 
done at all. 

Mr. TYDINGS. That is what is being done. 

Mr. McKELLAR. It is true compensation has been taken 
away from certain deserving soldiers, and, so far as I am 
concerned, I am ready to vote to restore it at the very 
earliest possible moment when the Government has the 
money. > 

Mr. TYDINGS. The Government never will get the 
money, may I say to the Senator from Tennessee, if we are 
going to spend $6,000 a year that we do not need to spend. 

Mr. CAREY. Mr. President, will the Senator yield to me? 

Mr. TYDINGS. I yield. 

Mr. CAREY. I should like to ask the Senator whether 
General McKinley is not already a brigadier general and 
could he not retire at this time, after 30 years’ service, as a 
brigadier general? 

Mr. TYDINGS. I think he could, but I am not certain 
about it. Whether or not the matter is complete or not I 
do not know, but the moment his successor is confirmed, 
then he would become a colonel, and he could not retire 
except upon disability. It is my understanding, though I 
may be wrong, that he could not retire as a brigadier 
general. 

Mr. CAREY. I think the Senator is mistaken in that. I 
think General McKinley is a brigadier general now. 

Mr. TYDINGS. He could not retire. 

Mr. CAREY. He could retire as such after 30 years’ sery- 
ice. He has been in the Army for 35 years, and he would 
have a right to retire. 

Mr. TYDINGS. He has been in the Army for 35 years? 

Mr. CAREY. Yes. 

Mr. TYDINGS. How old is General McKinley? 

Mr. CAREY. I do not know, but I know he received his 
commission when he was very young. I think before he was 
21 he went into the Spanish War. 

Mr. McKELLAR. He is about 53 years old. 

Mr. SHEPPARD. He was born February 22, 1880. 

Mr. TYDINGS. I am not going to make any point about 
General McKinley’s nomination. I simply felt that, as a 
matter of justice, I should call the matter to the attention of 
the Senate. I want to reiterate what I said at the beginning, 
that General McKinley, as far as I know, is a man of splen- 
did character, and a man with a very efficient record. I have 
no aspersion to cast on him at all. I think he has done only 
what anybody would do, namely, try to advance to the top 
in the shortest possible time. But in a Congress which has 
cut the ex-service man to the extent which this Congress has 
cut him in his compensation, in a Congress which has cut 
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every employee of this Government, in a Congress which has 
taken Army and Navy officers and Army and Navy personnel 
by the wholesale in the early part of their careers and 
turned them out, it seems to me that in such a Congress 
there at least might be a desire to meditate and reflect upon 
a policy which would allow a very efficient Army officer to 
retire on $6,000 a year 7 or 8 years before the expiration of 
his service. 

Mr. SHEPPARD. Mr. President, it seems to me that the 
situation alluded to by the Senator from Maryland is one 
which should be remedied by law. It is certainly one for 
which General McKinley is not responsible. It would be 
most unfair to penalize him by denying him a promotion 
which he has earned by exceptional efficiency under a sys- 
tem which he had no voice in establishing. Let us by leg- 
islation cure the inequalities to which the Senator from 
Maryland refers, and let us not make General McKinley 
bear the blame for an unfair system, if indeed it is unfair, 

Mr. McKELLAR. Mr. President, was this nomination 
unanimous on the part of the committee? 

Mr. SHEPPARD. The nomination was unanimously re- 
ported by the Committee on Military Affairs. 

Mr. TYDINGS. Mr. President, of course what the Sen- 
ator from Texas has been arguing is that if a system is 
wrong keep on with the system, even though it is wrong, 
until the whole system is changed; do not correct some 
injustice that may be done by an erroneous system when 
you have an opportunity. 

Mr. SHEPPARD. Not at all. I say let us not punish an 
innocent individual for a system over which he has no con- 
trol. The Secretary of War, after earnest consideration, 
decided that General McKinley was entitled to this promo- 
tion. We could change the system by law tomorrow if we 
should so desire. 

Mr. BULKLEY. Mr. President, the argument of the Sen- 
ator from Maryland is a very extraordinary one. Because 
of the very efficiency and merit which General McKinley 
has shown the Senator from Maryland would have him 
suffer the humiliation of having the Senate reject his nomi- 
nation in order to save a few hundred or a few thousand 
dollars for the Government. 

Congress has a right to adopt a policy that Army officers 
shall be promoted by seniority, and by seniority only. It 
has not adopted such a policy. As long as we permit the 
promotion of officers based on the merit of their service we 
run some risk that it may cost the Government in indi- 
vidual cases more money than the seniority system would 
cost. 

For reasons which have seemed good to the Congress we 
have maintained the policy of permitting promotions based 
upon merit and good service to the Government. General 
McKinley has won this promotion. The Senator from Mary- 
land does not seriously question that. General McKinley 
has been designated for this promotion on recommendation 
of the Chief of Staff and by the action of the Secretary of 
War. He has his nomination from the President of the 
United States, and the nomination is unanimously reported 
by the Military Affairs Committee of the Senate. I submit 
that no reason has been shown for failing to confirm the 
appointment. 

Mr. TYDINGS. Mr. President, only because the Senator 
from Ohio inadvertently has misconstrued something I have 
said do I rise further to detain the Senate. 

I do not concede for a single moment that General Mc- 
Kinley is any more efficient than General Conley. I hap- 
pened to see the efficiency records, and looked them over 
with my own eyes, and I am in possession of the same facts 
which the Secretary of War has in his possession. 

As for the humiliation of General McKinley now. how 
about the humiliation of those officers who ranked General 
McKinley when 4 years ago he was taken from number 
17 on the list and jumped over all the officers in between 
him and the top, cutting them out of the possibility of 
reaching the top of their profession before the time of 
retirement came? How was that for an injustice? The 
records in the case of General Conley 4 years ago showed 
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that the then Adjutant General of the Army recommended 
him as being fitted in every way for the promotion which 
General McKinley got. 

May I say to my friend from Ohio that it was not only 
efficiency, although General McKinley did have efficiency. 
There were certain Members of this body on the other side 
of the aisle who saw that that efficiency was called to the 
attention of the appointing power, and when I went to three 
of the Senators in this body and told them of the injustice 
that was then being done to Colonel Conley, I was told that 
I might as well save my legs and my breath, because 
those gentlemen were going to name the next Adjutant 
General of the Army. 

When it comes down to the question of justice or injus- 
tice, my connection with this matter has been such that I 
happen to know that the real injustice was done 4 years 
ago, when certain Members of this body brought all the 
pressure they could bring to secure the appointment of a 
certain gentleman to a then very high office. 

I am rising now not only because of the present injustice, 
but because I happen to know that 4 years ago efficiency 
was not the only thing that counted in making promotions 
in the Army. 

Mr. LONG. Mr. President, will the Senator yield? 

Mr. TYDINGS. I yield. 

Mr. LONG. What reason have we to think that that has 
been changed? 

Mr, TYDINGS. What I am trying to prove to the Senate 
is that it has not been changed. 

Mr. LONG. We have been told that 4 years ago effi- 
ciency was not the sole reason for promotion. I do not 
find anything here to indicate any great departure from the 
practice we were following in that regard at that time. 

Mr. TYDINGS. General McKinley will still be Adjutant 
General of the Army if he does not get this promotion, if 
he lives. Long before his term of service is up, if he is so 
efficient, he would render this service at the top of his 
profession anyway, and in the meantime the Government 
would have his exclusive services for the money which is 
being paid. But under this policy at the end of 4 years the 
Government will continue to pay the money but will lose 
the services of one of the most efficient men it has in the 
Army. 

Mr. LONG. Mr. President, this is one of the things which 
keeps the Army mysterious, which apparently is necessary. 

Mr. TYDINGS. I should like to get a roll call on this 
matter. I have no doubt in the world but that the Senate 
will confirm the nomination. We are still in the goose-step 
period, and I am ready to take my licking, but I should like 
to have a roll call, so that those who vote for and against 
may be known. 

Mr. GEORGE. Mr. President, General McKinley will 
draw his retirement pay if the Congress permits the retire- 
ment act to stand as it now does stand, but the Congress 
will have 4 years in which it may, if it wishes, provide that 
retirement pay shall not be due and payable until the officer 
who claims it has reached the regular retirement age. 

Mr. McKELLAR. Mr. President, it cannot only do that 
but it can change the law at any time so as to make the 
pay any amount it sees fit to make it. 

Mr. GEORGE. It can change it entirely or take it away 
entirely. Because General McKinley was jumped over 17 
officers would, I submit, be no fair reason why we should 
deny him the right to promotion to this office to which he 
has been advanced. I suspect that has occurred at every 
session of the Senate since promotions have been made in 
the Army, 

I may remind the Senator from Maryland now that some- 
thing similar is occurring in the case of the Chief of Infan- 
try, where the senior colonel is by no means given the 
advancement although his efficiency is beyond question and 
although, I dare say, in Army circles he would be regarded 
as entirely capable of filling that important post. 

If we are to correct an evil by eliminating the retired pay 
in a case of this kind, it ought to be done directly by Con- 
gress, and it ought not to be done by denying promotion to 
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a deserving officer who has received the nomination of the 
President of the United States for the position to which he 
has been promoted. 

May I say, Mr. President, that it is a very serious question 
whether the Congress has any right to impose a limitation 
upon the power of the President to appoint to public office. 
The term public office” within the meaning of the Con- 
stitution, and within the meaning of the phrase as I now 
use it, is as applicable to military service as it is to civil life. 
It has been recognized that the Congress has the right, 
and the exercise of that right has been acquiesced in, to 
provide for promotion by seniority up to and through to 
the rank of colonel; but it is a serious question whether, 
under the Constitution, the power of the President to appoint 
anyone Adjutant General or to any office in the Army, even 
below the rank of colonel, might not be exercised without 
regard to anything the Congress might do. 

However, the point is that Congress has provided for pro- 
motions on the basis of seniority up to and through the 
rank of colonel; but it has left to the President, unre- 
strained and unrestricted, the full right that is given him 
under the Constitution to make promotions among general 
officers and of general officers in the Army. If what the dis- 
tinguished Senator from Maryland [Mr. Tres] says 
should transpire, to wit, that General McKinley should 
elect to retire at the end of his 4 years’ service as Adjutant 
General of the Army and receive his retired pay as of that 
rank, the Congress itself, if it believes that practice to be 
wrong in principle, would be remiss in not remedying it 
long before the opportunity for retirement after the 4 years’ 
service has arisen in this case. If we are now to deny con- 
firmation to a general officer simply and solely because he 
has been stepped up over other officers, his seniors, we will 
have instituted a practice which, had it been adhered to 
through the years, would have made a vastly different pic- 
ture of the whole official set-up of the Army. 

Mr. KING. Mr. President, will the Senator from Georgia 
yield to me? 

The PRESIDING OFFICER. Does the Senator from 
Georgia yield to the Senator from Utah? 

Mr. GEORGE. I yield to the Senator. 

Mr. KING. Having been called from the Chamber I have 
not heard all the observations of my friend, but the last 
sentence that he uttered leads me to the conclusion that be- 
cause the President, as he contends, is given authority to 
name the senior officers the Senate’s authority to reject 
them is restricted. It seems to me, Mr. President—and I 
ask the Senator if that is not the correct view to take— 
that the President has no greater authority or power to 
name officers for the higher positions in the Army than he 
has to name persons for other positions in the Government 
where the Constitution gives him the right to nominate. 
The Senate has the same authority to confirm or reject 
military nominations as it has to confirm or refuse to con- 
firm the nominations of persons to be ambassadors, judges, 
or to hold other important positions in the Government 
service. 

Mr. GEORGE. I am sure the Senator is right, and I 
was not making the argument that the Senate did not have 
the responsibility and power to act in this case as in any 
other, but I was making the point that the power of the 
President to appoint general officers, given him under the 
Constitution, has not been restrained or restricted by Con- 
gress nor has there been any attempt to do so in the case 
of those officers beyond the rank of colonel. It would be 
true, of course, that the Senate would have the power to 
reject the nomination of an ambassador to Great Britain, 
for instance, solely because the majority party, or the Sen- 
ate itself without regard to party, believed that someone 
else had seniority right or by virtue of his qualifications 
ought to have received the appointment; but the point is 
that the seniority rule does not apply, and it ought not 
to, I think, be argued against a worthy officer who has 
received his nomination any more in this case than in the 
case to which the Senator has referred, to wit, the nomina- 
tion of any civil officer of the Government. 
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another question? 

The PRESIDING OFFICER. Does the Senator from 
Georgia yield to the Senator from Utah? 

Mr. GEORGE. I yield the floor, Mr. President. 

Mr. KING. I am sure the Senator is familiar with the 
fact that both in the Army and the Navy there have been 
complaints because of the alleged unfairness and favoritism 
in the matter of promotions. There have been many heart- 
burnings and grounds for complaint by reason of the fact 
that favoritism has been exhibited in the selection of officers 
for promotion. In my opinion there have been abuses, by 
those in authority, and not infrequently political or other 
improper influences exerted in securing promotions and 
advancements. This has affected the efficiency and morale 
of the military branch of the Government. 

I ask the Senator if it is not manifestly unfair for those 
in authority to select officers and promote them over many 
of their seniors whose records are of the highest character 
and against whom there can be found no blot or blemish? 
It seems to me—and I ask the Senator if it is not a fact— 
that such a procedure as that is bound to produce confusion 
and inefficiency? Will it not lead to discouragement, to 
heartburning, and criticisms, all tending to produce de- 
moralization in the military service of the Government? 

Mr. GEORGE. Mr. President, I am not called upon to 
answer that question because I have not the appointing 
power; there may be a great deal of justice in what the 
Senator says; but I have suffered from the application of 
the doctrine before, and I have just called attention to the 
fact that the Chief of Infantry is not the senior nor ranking 
colonel in the service today. While, if I had the appointing 
power, I might select the senior colonel for that important 
post, I do not concede that it would be fair to the nominee 
of the President to reject him solely because I might haye 
been of the opinion that the rule of seniority should have 
been applied in principle, although it is not required to be 
applied under the law. 

Mr. McKELLAR. Mr. President, of course the Congress, 
if it sees fit, can provide a system by which the higher- 
ranking officers are promoted just as are officers who are 
below the grade of colonel. 

Mr. GEORGE. That is, if it would not infringe the Con- 
stitution, and so long as the requisite qualifications are 
present. 

Mr. McKELLAR. So long as it conforms to the consti- 
tutional requirement; but Congress has never seen fit to 
take his present privilege away from the President; it al- 
lows him to exercise it; and, having allowed him to exer- 
cise it, if we should now decline to do so we would not be 
carrying out the law. 

Mr. GEORGE. Exactly; and for very good reasons Con- 
gress never will take that power away from the President. 

Mr. TRAMMELL. Mr. President, I have listened to the 
discussion and understand the position taken by different 
Senators. According to my idea, the Senate should not 
become a party to a system of jumping up and lifting offi- 
cers up over a number of others of higher rank and equal 
efficiency. There is a duty upon the Senate in the matter 
of confirmation, just as there is in the matter of nomina- 
tions upon the Chief of Staff of the Army, or upon the 
President for that matter. 

I may be wrong, but I have been impressed with the fact 
that during the Hoover administration, more or less through 
political activities, this officer became a pet of the admin- 
istration; not that he was not efficient, but he was then 
promoted over 17 other officers of higher rank and of ac- 
knowledged efficiency. Then, in the latter part of the 
Hoover administration, he still had the star of favoritism— 
I call it a “star of favoritism” setting over him because 
he was again recommended for appointment as Adjutant 
General over a number of officers of higher rank and 
of equal efficiency according to the records. So far as I 
am concerned, I do not care to go on record in exercising 
my prerogative on the question of confirmation and vote 
to perpetuate or to encourage any such system in our Army. 
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It is foolish and ridiculous and absurd for anybody to 
close his eyes and say that there is not more or less favor- 
itism or more or less manipulation in the Army in regard to 
promotions. I do not know of anybody who is familiar with 
such matters who is not aware of that. I know in the case 
of the selection of the Chief of Infantry, mentioned by the 
Senator from Georgia, a senior officer, with a splendid and 
excellent record throughout his entire military service, was 
passed over and some other officer was recommended by the 
Chief of Staff. It is all right to retire and to retreat and to 
try to extricate oneself by trying to talk about the President 
making the appointment, but the selection is really made by 
the Chief of Staff, and, in a routine way, generally speaking, 
the President goes ahead and recommends to Congress a 
certain man be placed in a certain office. That is a feature 
of the administration of the Army that I do not approve of; 
it is favoritism. 

It is true that we have a law that authorizes what is done, 
but it was never intended that that law should be abused or 
that that law should be utilized as a vehicle for favoritism 
against other worthy officers of the Army of equal efficiency; 
and it has been utilized in many instances in such a way, 
and for the purpose of promoting and advancing the cause 
of some officer who happened to be a pet or who happened 
to have the favor of those having the selecting power. I 


believe that the officer who has not the favor of those in 


power has some right and should have some consideration. 

Mr. LONG. Mr. President 

The VICE PRESIDENT. Does the Senator from Florida 
yield to the Senator from Louisiana? 

Mr. TRAMMELL. I yield. 

Mr. LONG. I wish to ask the Senator if he has not 
heard—it has been pretty generally known here for some 
time—that this particular party was going to be jumped over 
a number of others and made the choice for this position? 
I have heard that around here for quite a little while. 

Mr. TRAMMELL. I have heard that, and I heard during 
the Hoover administration when he got in The Adjutant 
General’s office, when he got the first step-up promotion 
over 17 others, many of whom had just as good records as 
he had, that he was then probably headed for The Adjutant 
Generalship, because President Hoover appointed him, and 
the only reason that he was not confirmed during the latter 
part of the Hoover administration was that the Democrats, 
being in control, adopted a general rule that they would not 
confirm anyone, but now he is here again, and I think that 
all the circumstances fully justify me in not voting for his 
confirmation. 

Mr. LONG. Mr. President, I had not intended to say any- 
thing except what I have contributed; but I was a member 
of the committee appointed by the Democratic caucus to at- 
tempt to determine the exceptions which should be made 
during the closing days of the Hoover administration. As I 
recall, this officer was one of those at that time, and there 
was no one who thought that this supposed-to-be routine 
matter justified an exception. There was not a single man, 
as I recall, in the entire caucus that looked upon this case 
as being one that justified an exception, and his nomina- 
tion was held up at that time and was kept from being 
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I wish to confirm what the Senator from Florida said. 
It has been in the brewing here. I have understood that 
this thing was going to be manipulated ever since I have 
been in the Congress. It has been generally understood that 
a certain gentleman who had been the object of some favor- 
itism or had some “Knight of the Garter” standing was 
going to be slipped over and made Adjutant General. That 
has been well known. The fact of the case is we have been 
given notice that this thing was coming, and apparently 
now it is being put over, to pay a man $500 a month for 
J years, while the crippled boys who are getting $10 a month 
are being taken off the pay roll on the ground of economy. 

Mr. President, I do not know that the Senator from Mary- 
land will get a roll call on this matter. I am going to help 
him to get a roll call, but I want it to be known in line 
with the way I have been voting on these matters that the 
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Senate is about to advise and consent in this matter, and I 
think that some of the sources of our military operations 
need some senatorial advice. My part of the advice is going 
to be that this mysterious brewing that is going on in the 
Army is not of the solacing kind to meet with what I think 
is for the welfare and benefit of the country. 

Mr. President, I ask for the yeas and nays. 

Mr. KING. Mr. President, it is obvious we cannot get a 
vote tonight. There is no quorum present and I do not 
want to call a quorum. I ask if it is not agreeable that we 
pass over the nomination at this time? 

Mr. McKELLAR. Mr. President, let us get through with 
the nomination. We can ask for a quorum. The Assistant 
Adjutant General has already been appointed. It will com- 
plicate matters very much unless this nomination is acted 

upon. I think it ought to be acted upon and I hope it will be. 

Mr. KING. Let me say to the Senator from Tennessee 
that I do not want to call a quorum, but I shall be compelled 
to do so if he insists upon a vote on this nomination tonight. 
I-suggest that we pass it over and take up the rest of the 
calendar and dispose of it. Then I shall move for a recess 
of the Senate until the conclusion of the Court of Impeach- 
ment proceedings tomorrow. 

Mr. BULKLEY. Mr. President, there is no reason why 
we should not vote tonight, as I see it. However, if Senators 
desire to have a record vote on this question, I realize the 
difficulty of getting a quorum at this hour. There is, how- 
ever, a serious complication if another executive session 
should go by without acting upon this nomination. The 
nominations of The Adjutant General and of General Conley 
as Assistant Adjutant General were sent to the Senate at the 
same time. They were reported by the Committee on Mili- 
tary Affairs to the Senate at the same time. General Con- 
ley’s nomination as Assistant Adjutant General was con- 
firmed at the session of the Senate last Saturday. 

Mr. TYDINGS. Mr. President, I think the Senator is 
under the impression that the confirmation of General Con- 
ley and notification of the President would constitute an 
immediate confirmation. My understanding, in talking 
with the Secretary of War, is that even though both con- 
firmations were made today and the President notified today, 
it would be at some date in the future, the 30th of June, 
before the actual change in place will occur, so that General 
McKinley, as I see the situation, would not be prejudiced 
by having it go over until tomorrow. 

Mr. BULKLEY. I think the Senator is correct in saying 
that if both notifications went to the President at the same 
time, it would work out as the President and the Secretary 
of War intend. But I am advised that if the President 
should be advised of the confirmation of General Conley 
first, before the confirmation of General McKinley, it would 
complicate the situation. Cannot we have unanimous con- 
sent that notification of the President of the confirmation 
of the nomination of General Conley may be withheld until 
this matter is disposed of? 

Mr. TYDINGS. I do not want to take any small advan- 
tage of General McKinley. I have no objection, and if the 
Senator from Ohio submits the request I shall not object; 
but let me say it will not be necessary. However, I have no 
objection. 

Mr. BULKLEY. I feel constrained to make that request. 

The VICE PRESIDENT. Is there objection to the request 
of the Senator from Ohio that notification of the President 
of confirmation of the nomination of General Conley be 
withheld temporarily? 

Mr. KING. I hope that will be granted. 

The VICE PRESIDENT. Is there objection? The Chair 
hears none and it is so ordered. 

Mr. KING. Mr. President, I suggest that we pass over 
the pending nomination and take up the remainder of the 
calendar. 

The VICE PRESIDENT. Is there objection? The Chair 
hears none. 

Mr. BULKLEY. Mr. President, may I inquire if the con- 
sent given to withhold notification to the President of the 
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confirmation of General Conley will leave that matter within 
the disposition of the Senate as completely as if a motion 
was made to reconsider the confirmation at this time? 
The VICE PRESIDENT. That is the interpretation of 
the Chair. The clerk will state the next nomination on the 
calendar. 
ASSISTANT ATTORNEY GENERAL 


The legislative clerk read the nomination of Pat Malloy, 
of Oklahoma, to be Assistant Attorney General. 

Mr. THOMAS of Oklahoma. Mr. President, the nominee, 
is from my State. I have known him for 20 years. I 
endorsed his nomination and I am glad to move his 
confirmation. 

Mr, KING. The Judiciary Committee unanimously re- 
ported the nomination. 

The VICE PRESIDENT. Without objection, the nomina- 
tion is confirmed. 

Mr. THOMAS of Oklahoma. Mr. President, because there 
are so many vacancies in the Department of Justice and 
because I understand the Attorney General himself is out 
of the city, I ask unanimous consent that the President may 
be notified of the confirmation of Mr. Malloy. 

The VICE PRESIDENT. Is there objection? 

Mr. McNARY. Mr. President, in view of the practice that 
has obtained during this session and the last session, I shall 
have to object. 

The VICE PRESIDENT. Objection is made. 

JUDGE OF THE CIRCUIT COURT OF HAWAII 

The legislative clerk read the nomination of Norman D. 
Godbold to be first judge, circuit court, first circuit of 
Hawaii. 

The VICE PRESIDENT. Without objection, the nomina- 
tion is confirmed. 

UNITED STATES DISTRICT ATTORNEY, MIDDLE DISTRICT, GA. 

The legislative clerk read the nomination of T. Hoyt Davis, 
of Georgia, to be United States attorney for the middle dis- 
trict of Georgia. 

The VICE PRESIDENT. Without objection, the nomina- 
tion is confirmed. : 

UNITED STATES MARSHAL, NORTHERN DISTRICT, INDIANA 

The legislative clerk read the nomination of Al W. Hosin- 
ski to be United States marshal for the northern district of 
Indiana. 

The VICE PRESIDENT. Without objection, the nomina- 
tion is confirmed. That completes the calendar. 

RECESS 

The Senate resumed legislative session. 

Mr. KING. Mr. President, if there is nothing further, T 
move that the Senate, as in legislative session, take a recess 
until tomorrow following the proceedings of the Senate sit- 
ting as a court of impeachment. 

The motion was agreed to, and (at 5 o’clock and 23 min- 
utes p.m.) the Senate, as in legislative session, took a recess 
until the conclusion of the proceedings of the Senate sitting 
as a Court of Impeachment on Wednesday, May 24, 1933; 
the hour of meeting of the Senate sitting as a Court of 
Impeachment being 10 o’clock a.m. 


CONFIRMATIONS 


Executive nominations confirmed by the Senate May 23 
(legislative day of May 15), 1933 


ASSISTANT ATTORNEY GENERAL 
Pat Malloy to be Assistant Attorney General. 
First JUDGE, CIRCUIT Court, FIRST CIRCUIT OF HAWAN 


Norman D. Godbold to be first judge, circuit court, first 
circuit of Hawaii. 


UNITED STATES ATTORNEY, MIDDLE DISTRICT OF GEORGIA 
T. Hoyt Davis to be United States attorney, middle district 


‘of Georgia. 
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UNITED STATES MARSHAL, NORTHERN DISTRICT OF INDIANA 


Al W. Hosinski to be United States marshal, northern dis- 
trict of Indiana. 


FEDERAL TRADE COMMISSIONER 
Ewin Lamar Davis to be Federal Trade Commissioner, 


HOUSE OF REPRESENTATIVES 
TUESDAY, MAY 23, 1933 


The House met at 12 o’clock noon. 
The Chaplain, Rev. James Shera Montgomery, D.D. 
offered the following prayer: 


Eternal God, who hast given us life with all its countless 
blessings and promises, we rejoice in Thee, knowing that 
Thou art the source of perfect peace and understanding; 
all good things cometh from Thy merciful and bountiful 
hand. We thank Thee for the kindly sunlight, for the 
beauty and the glory of the radiant sky. O teach us, our 
Heavenly Father, the joy of that life made responsive to the 
messages of the flowers, the songbirds, the fragrant hill- 
sides, and the sweet, quiet murmur of the valley. O for- 
give us, Lord, for only man is out of harmony. By these 
ministries may we be led to labor joyously and enter into 
helpful relations with every good thing that lives. Speak 
to us in the manifold voices of Thy loving creatures and 
allow nothing, O Lord, to preclude inward largeness, 
strength, and vision. In the name of Jesus. Amen. 


The Journal of the proceedings of yesterday was read 
and approved. 
MESSAGE FROM THE SENATE 


A message from the Senate, by Mr. Horne, its enrolling 
clerk, announced that the Senate insists upon its amend- 
ment to the bill (H.R. 4220) entitled “An act for the pro- 
tection of Government records ”, disagreed to by the House; 
agrees to the conference asked by the House on the dis- 
agreeing votes of the two Houses thereon, and appoints Mr. 
PITTMAN, Mr. Roprnson of Arkansas, and Mr. Boram to be 
the conferees on the part of the Senate. 

The message also announced that the Senate had passed, 
without amendment, a joint resolution of the House of the 
following title: 

H.J.Res. 159. Joint resolution granting the consent of Con- 
gress to a compact or agreement between the State of 
Kansas and the State of Missouri authorizing the acceptance 
for and on behalf of the States of Kansas and Missouri of 
title to a toll bridge across the Missouri River from a point 
in Platte County, Mo., to a point at or near Kansas City, in 
Wyandotte County, Kans., and specifying the conditions 
thereof. 

The message also announced that the Senate had passed 
a joint resolution of the following title, in which the con- 
currence of the House is requested: 

S. J. Res. 48. Joint resolution authorizing the Secretary of 
War to receive for instruction at the United States Military 
Academy at West Point, Posheng Yen, a citizen of China. 
CONFERRING DEGREE OF BACHELOR OF SCIENCE ON GRADUATES OF 

NAVAL ACADEMY 

Mr. VINSON of Georgia. Mr. Speaker, I call up the con- 
ference report upon the bill (S. 753) to confer the degree 
of bachelor of science upon the graduates of the Naval 
Academy and move its adoption. 

The SPEAKER. The gentleman from Georgia calls up 
a conference report, which the Clerk will report. 

The Clerk read the conference report, 


CONFERENCE REPORT 


The committee of conference on the disagreeing votes of 
the two Houses on the amendments of the House to the bill 
(S. 753) to confer the degree of bachelor of science upon 
graduates of the Naval Academy, having met, after full and 

free conference, have agreed to recommend and do recom- 
mend to their respective Houses as follows: 
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That the Senate recede from its disagreement to the 
amendment of the House to the text of the bill and agree 
to the same with an amendment as follows: After the word 
“academies ”, at the end of the said amendment, insert the 
following: “, from and after the date of the accrediting of 
said academies by the Association of American Universities ”; 
and the House agree to the same. 

That the Senate recede from its disagreement to the 
amendment of the House to the title of the bill and agree to 
the same. 

CARL VINSON, 

FRED A. BRITTEN, 
Managers on the part of the House, 

Park TRAMMELL, 

FREDERICK HALE, 
Managers on the part of the Senate. 


STATEMENT 

The managers on the part of the House at the conference 
on the disagreeing votes of the two Houses on the amend- 
ment of the House to the bill (S. 753) to confer the degree 
of bachelor of science upon graduates of the Naval Academy 
submit the following written statement in explanation of 
the effect of the action agreed upon by the conferees and 
recommend in the accompanying conference report: 

The Naval Academy and the Military Academy are now 
approved and listed by the Association of American Uni- 
versities. 

The curriculum of the Coast Guard Academy has been 
submitted to the association, but its approval has not yet 
been extended, pending further observation of the success 
of graduates of the Coast Guard Academy in post-graduate 
study. 

CARL VINSON, 
FRED A. BRITTEN, 
Managers on the part of the House. 


Mr. SNELL. Mr. Speaker, will the gentleman yield? 

Mr. VINSON of Georgia. Yes. 

Mr. SNELL. As I understand, this is agreeable to the 
gentleman from Illinois [Mr. BRITTEN]? 

Mr. VINSON of Georgia. Yes. This merely requires the 
three institutions to be accredited in accordance with the 
rules and regulations of the Association of American Uni- 
versities. 

Mr. GOSS. Mr. Speaker, will the gentleman yield? 

Mr. VINSON of Georgia. Yes. 

Mr. GOSS. What is going to happen to the degrees of 
bachelor of science to be conferred on the cadets of the 
Military Academy? That was in another bill. 

Mr. VINSON of Georgia. This takes care of all of them. 
This takes care of the Coast Guard, the Military Academy, 
and the Naval Academy. They may each issue the degree of 
bachelor of science to the cadets when the institutions 
qualify in accordance with the regulations of the American 
Association of Universities. 

Mr. GOSS. That is, all three of them? 

Mr. VINSON of Georgia. Yes. The Naval Academy and 
the West Point Academy have already qualified. The Coast 
Guard Academy has not yet qualified, and until it does the 
degree cannot be issued to the Coast Guard cadets. 

The SPEAKER. The question is on agreeing to the con- 
ference report. 

The conference report was agreed to. 

PURCHASE OF PREFERRED STOCK OF INSURANCE COMPANIES BY 

RECONSTRUCTION FINANCE CORPORATION 

Mr. O'CONNOR. Mr. Speaker, I ask unanimous consent 
to proceed for a few minutes. 

The SPEAKER. Is there objection? 

There was no objection. 

Mr. O'CONNOR. Mr. Speaker, yesterday I introduced in 
the House H.Res. 156, providing for the consideration of S. 
1094, a bill from the Committee on Banking and Currency 
authorizing the Reconstruction Finance Corporation to pur- 
chase the preferred stock of certain insurance companies. 
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Public confidence in American insurance companies, par- 
ticularly fire and casualty companies, has been shaken by 
rumors and also by rehabilitation proceedings against the 
third largest American fire company and one of the great 
American casualty companies, namely, Globe & Rutgers Fire 
Insurance Co. and the National Surety Co. 

The result of this loss of confidence has been to cause 
more or less serious runs on American insurance companies 
similar in nature to runs on banks; that is, policyholders 
cancel policies and demand payment of unearned premiums. 
The effect is to seriously threaten the ability of the insur- 
ance companies to continue in business because of the cash 
drain, irrespective of whether their assets at a fair value 
exceed their liabilities. 

There are many unfortunate effects flowing from such 
wholesale cancelations of policies. In the first place, the 
insurance companies throw into the securities market their 
best securities in order to provide cash to meet the demands 
for return of unearned premiums, and this has a depressing 
effect upon the market. 

Moreover, just as in the case of banks, the insurance 
companies have a vast network of interlocking credits and 
debits; that is to say, each reinsures in other companies. 
Accordingly, if one substantial company is threatened, it in- 
jures the credit of a number of other companies, and the 
danger pyramids as in the case of the failure of a large 
metropolitan bank. 

Another effect of rehabilitation or other proceedings 
against a fire or casualty company is to tie up funds of 
American industries and institutions which have insured 
in the company and also to tie up the funds of home owners 
and other mortgagors and add one more burden to their 
effort to carry their property. 

Legal proceedings against such a company also throws out 
of work a large number of employees and threatens the sol- 
vency and the ability to carry on of thousands of individuals 
throughout the country acting as agents and brokers who 
have written business in such a company. 

One of the most unfortunate results of the present lack 
of confidence in American fire and casualty companies is 
the flow of business to foreign companies operating in this 
country. This flow of business and premium money is enor- 
mous, and is a serious permanent damage to American busi- 
ness institutions. It is, naturally, most difficult to obtain 
accurate figures as to the volume of this flow of premium 
money and business. However, it is known that one of the 
British companies, the operations of which in this country 
have been on a smaller scale than those of the other British 
companies, and which expected to do a current annual busi- 
ness of only $5,000,000 in premiums, did approximately $23,- 
000,000 in premium business during the first few weeks after 
the low point of the depression evidenced by the bank mora- 
torium. It is also known that one of the great American 
universities ordered all of its insurance canceled in Ameri- 
can companies and replaced in foreign companies. 

The reason for this confidence in foreign companies, as 
compared with the lack of confidence in American com- 
panies under present conditions, is that the foreign com- 
panies are fortified by their resources in their home coun- 
tries. Thus they may draw on funds at home to meet 
obligations here, and the liquidity of these home funds are 
not affected by bank failures, by bank moratoria, and by 
the holding up of inflow of premiums from agents. 

On the other hand, the liquidity of American companies 
is damaged by the tying up of deposits in closed banks, by 
the depression in value of their holdings of securities in 
American railroads, industrials, and mortgages, and by the 
slow payment of premium balances owed by agents through- 
out the country, whose funds in turn are tied up in closed 
banks and in depressed investments. 

The difficulties of the American companies are not due 
in any degree to bad underwriting practices but solely to 
the banking and mortgage situation and the extreme de- 
pression in the market prices for American securities and 
by their faith in American investments and institutions, 
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Accordingly the American companies are suffering solely 
from their confidence in American investments and institu- 
tions, and unless they are given assistance and stabilized 
and sustained by the Government through the Reconstruc- 
tion Finance Corporation they will become more and more 
subject to inroads of competition from foreign fire and 
casualty companies. 

It is freely stated by important insurance agents and 
brokers that unless the important companies which are now 
in rehabilitation are put in a position to resume business it 
will be a black eye to all the American fire and casualty 
companies and a severe blow to that field of American 
business. 

There are not only these large and imponderable effects 
of a failure to rehabilitate these companies through a lack 
of legislation permitting the Reconstruction Finance Cor- ' 
poration to purchase their preferred stock, but there is a 
direct effect through the freezing of assets of other Amer- 
ican insurance companies which have direct claims against 
the companies in present difficulties. 

If this bill permitting the Reconstruction Finance Cor- 
poration to purchase preferred stock in insurance companies 
is passed and the purchase is made in a few cases, in all 
probability confidence in American companies will be re- 
stored by the belief in the determination of the Govern- 
ment to stabilize and protect them, and there will be no 
need for further purchases. 

The Reconstruction Finance Corporation funds will be 
fully protected in the purchase of preferred stocks, and the 
Reconstruction Finance Corporation will not be asked to 
contribute any funds to make up any deficiency in assets. 
The companies will first be made solvent by the conversion 
of claims against them into an issue of preferred stock junior 
to that offered to the Reconstruction Finance Corporation. 
The Reconstruction Finance Corporation will then get a 
prior claim on the assets, not in the form of a secured loan 
but in the form of a prior stock. To repeat, the Reconstruc- 
tion Finance Corporation will not be asked to contribute 
money so as to bring the assets up level with or above lia- 
bilities, but simply to take a prior position, at the same time 
freeing the pledged assets so as to make the companies 
liquid. This will enable the companies to carry on in busi- 
ness and take advantage of their enormous good will. The 
argument has been made that the good will of the com- 
panies against which proceedings have been taken has been 
destroyed. However, careful inquiry has been made among 
insurance men, and they have estimated that not less than 
75 percent of the advantageous agency relationships of these 
companies are still intact. It is known that when the new 
National Surety Corporation resumed it received a flood of 
new business. In fact, the opposite is true. When a com- 
pany has been rehabilitated and it is seen that the Govern- 
ment intends to sustain it, confidence in the company is 
more than restored, particularly in a case where claimants 
against a company convert their claims into stock. The 
result is customer ownership, and the claimants have every 
motive to place new business with that company. 

Furthermore, in the case of Globe & Rutgers Fire In- 
surance Co., which is now in rehabilitation proceedings, if 
the law is passed, the Reconstruction Finance Corporation 
will not be asked to put new money into the company, but 
simply to convert all or a portion of its already existing 
$10,000,000 loan into a prior preferred stock of a company 
already made solvent. The Reconstruction Finance Cor- 
poration will be given controlling voting power which it may 
exercise when and as it sees fit and thus insure the prompt 
retirement of the stock it receives after the emergency 
Passes. 

If, on the other hand, this, the third largest American 
fire-insurance company, is permitted to go into liquidation, 
the record shows that 5 years will probably elapse before 
any payment whatever is made to claimants. This has been 
the history of the liquidation of stock companies in New 
York State in the past. This long freezing of credits is not 
due to any incompetence or laxity on the part of the insur- 
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ance department officials, but simply to the necessity for 
reducing all the claims to definite amounts before any distri- 
bution can be made. It would be most unfortunate to freeze 
the $20,000,000 of claims of policyholders against Globe & 
Rutgers Fire Insurance Co. for this long period. 

Furthermore, the liquidation of this company would have 
a disastrous effect upon the credit abroad of American in- 
surance companies. The company had a vast amount of 
foreign business all over the civilized world, in addition to 
approximately 400,000 policyholders in the United States 
This company has had a distinguished record of over 34 
years, particularly marked by its patriotic achievements 
during the war. Before the Government established other 
means of insuring shipment of American goods abroad, 
Globe & Rutgers time and again increased its maximum 
risks under marine policies and thus enabled American 
manufacturers and shippers to protect their shipments to 
Europe at a time when they were unable to obtain protection 
in substantial amounts from other companies. 

At a meeting of over 100 insurance brokers and agents 
in New York City last week a resolution was unanimously 
adopted urging the rehabilitation of the company, and the 
management has been flooded with letters urging rehabili- 
tation from all parts of the country. Furthermore, the plan 
for the reorganization of the company has had the endorse- 
ment and formal assent of leading American industrial 
concerns, banking institutions and individuals, who are 
claimants. 

The passage of this law and its consequent immediate re- 
habilitation of Globe & Rutgers and these few other press- 
ing situations will restore confidence in American fire and 
casualty companies and do away with any further need of 
action in this field by the Government, and stop the flow of 
business and premium money to foreign companies. 

(By unanimous consent, Mr. O’Connor was granted per- 
mission to extend his remarks.) 


THE ECONOMY ACT 


Mr. KLEBERG. Mr. Speaker, I ask unanimous consent 
to extend my own remarks concerning the regulations af- 
fecting the administration of the Economy Act. 

The SPEAKER. Is there objection? 

There was no objection. 

Mr. KLEBERG. Mr. Speaker, study of the new regula- 
tions providing for benefits to veterans under the provi- 
sions of the Economy Act has convinced me that they are 
going to cause grave injustices in many cases, and in fair- 
ness to the former service men, as well as to the other 
citizens of the country, I feel that immediate revision of the 
new orders and regulations is imperative. 

ADMINISTRATION SHOULD CORRECT ALREADY APPARENT INJUSTICES 


I am firmly conviced that neither the Congress nor the 
President had any desire to work any injustice on any vet- 
eran to whom the country owes a great debt that must be 
repaid as best we can. It has been my consistent practice 
to support the Executive in his recommendations for emer- 
gency legislation to bring the Nation out of the critical 
economic situation that confronted it. I supported him in 
his request for power to readjust the schedule of benefits to 
veterans, and voted for the economy bill. President Roose- 
velt, in discussing the farm-relief legislation, frankly ad- 
mitted that it was experimental in character; and he as- 
serted that if it failed to achieve the desired results, he 
would be the first to admit its faults and seek changes in 
it. I am confident, therefore, that this same attitude of 
honesty and fairness will characterize his attitude toward 
the veterans legislation. 


SERIOUS ABUSES OF JUSTICE MUST BE AVOIDED 


Laws affecting the former soldiers of the Nation form a 
bulky volume of statutes, and there are many intricate de- 
tails in them. In sweeping alternations, therefore, it is not 
surprising that some mistakes have been made, but my hope 
is that those charged with the administration of the laws 
will be quick to accept suggestions for modifications and 
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that they would not hesitate to make such changes when it 
can be clearly shown that they are necessary if serious 
abuses of justice are to be avoided. 

NARROW, UNFAIR, AND ARBITRARY INTERPRETATIONS 

There are thousands of former service men in the Four- 
teenth Congressional District of Texas, and I have corre- 
sponded with many of them concerning the details of their 
cases. From evidence submitted to me by these veterans, 
I have come to the conclusion that some of the new regula- 
tions must be altered if the intent of the Congress is to be fol- 
lowed in administration of the Economy Act. Some of these 
injustices have been caused by the regulations themselves 
and others have been occasioned by what I consider harsh, 
arbitrary, and unfair interpretations placed upon them by 
Officials of the Veterans’ Administration. 

SERVICE-CONNECTION AND CAUSATIVE-FACTOR REQUIREMENTS 

One of the phrases that is depriving many worthy men, 
with service-connected disabilities, of fair benefits is that in 
Regulation No. 5, which provides that emergency officers will 
continue to receive retirement pay for their service-con- 
nected disabilities as long as the causative factor therefor 
is shown to have arisen out of the performance of duty 
during such service.” According to letters from the Veter- 
ans’ Administration to retired officers in my district, it is 
apparent that the Administration is placing a literal inter- 
pretation upon this phase that is not warranted by the terms 
of the act itself. Obviously it is often impossible for a man, 
who was injured or who incurred disease in the service, to 
point to the explicit causative factor which originated his 
trouble. In fact, my observation of cases which have thus 
far come to my attention leads me to the conclusion that 
very few disabled men can submit such evidence. 

I have numbers of cases of officers who have served for 
periods of from 10 to 30 years and who were finally dis- 
charged after the World War with a surgeon’s certificate of 
disability by reason of tuberculosis; yet they have been re- 
moved from the rolls because they cannot point to the exact 
hour and date when such tuberculosis began. It appears 
that. few, if any, tuberculosis cases in this category will 
remain on the rolls despite the fact that the men affected 
were discharged with statements showing that they had the 
disease. A similar situation exists with regard to other 
diseases and to many injuries. The veteran became disabled 
while in service, it is apparent, and the records disclose the 
fact that it was admitted that he was disabled when he 
was discharged. Yet lack of technical evidence prohibits 
establishment of the exact “causative factor” in the case. 
No one could possibly believe that this was the intent of 
the Congress or of the President in the enactment of this 
legislation. 

SOLICITOR’S DECISION OF APRIL 21 AND RETROACTIVE EFFECT 

Another example of the miscarriage of justice in the inter- 
pretation of these regulations is seen in the action of the 
Administration in actually making some of them retroactive. 
The act provided that payments should continue for 3 
months after its passage. Naturally, it would be assumed 
that in cases where an award had been made by the Admin- 
istration the beneficiary would receive payment for those 
3 months. However, the officials of the Administration, in 
numbers of cases affecting my constituents, have ruled that 
payment must have actually been started to the beneficiary; 
in other words, if the award had been made, but the payment 
held up through the inevitable delays of the Administration 
so that the check was not forwarded prior to March 20, 1933, 
the beneficiary is wrongfully deprived not only for 3 months 
after the enactment of the act but in actuality payment 
from the date of application, which in several cases dates as 
far back as December 1932. Is there any justifiable reason 
for depriving a claimant of benefits for December, January, 
and February under which he was entitled and had been 
awarded because of an act of March 20, 1933, and a depart- 
ment decision of April 21, 1933? 

DISCHARGE FROM HOMES AND HOSPITALS MINUS TRANSPORTATION 

Attention should be given immediately to the provisions 
of the new rules requiring discharge of certain veterans 
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Government moved these disabled veterans hundreds of 
miles to these homes; the least it can do now is to return 
them to their places of residence, and I feel that neither the 
Congress nor the Executive intended that these veterans 
be put out into the street with no place to go. I recall the 
case of a veteran who resides in my home city of Corpus 
Christi, Tex. He was admitted to the Veterans’ Adminis- 
tration home at Leavenworth, Kans. He has now been 
notified that he will be dismissed; and despite the fact that 
the Government took him from south Texas to Kansas 
to place him in the home, it is not going to provide trans- 
portation back to Corpus Christi for him. Of course he 
is without funds to pay for such travel. The Administration 
states: “There are no funds available to pay return trans- 
portation for beneficiaries discharged.” If he, and the 
thousands of other veterans in his situation, are to be turned 
loose at the homes, a great burden will be placed upon the 
local charity institutions in the cities Where these Govern- 
ment institutions are located, and a gross injustice will be 
done the veterans. Furthermore, if these veterans attempt 
to go home on foot or by soliciting rides upon the highways, 
they are going to expose themselves to needless suffering. 
I fear that grave results will be apparent in their health; it 
is not improbable to suppose that this action mizht even 
result in fatalities. 
VETERAN CANNOT BE HEARD. WHY NOT CHANGE PROCEDURE? 

A further change should be made in the method of re- 
ducing the allowances and benefits given to service-con- 
nected cases of disability. In no instance should the veteran 
be penalized without the opportunity of presenting his side 
of the case in an attempt to establish once more the service- 
connected nature of his disability to the satisfaction of the 
Government. The Administration advises me the approved 
procedure does not contemplate affording the veteran or his 
representative a personal appearance. I earnestly hope that 
immediate provision will be made for hearings on all of 
these cases. 

SERVICE-CONNECTED CASES NOT REDUCED BY 20 PERCENT BUT MORE 
OFTEN BY 60 TO 70 PERCENT 

I have noted instances where veterans have been reduced 
in their allowances far more than the percentage specified 
in the Economy Act. This has been done by the Administra- 
tion’s revising the schedule of ratings of disability and at 
the same time paying a reduced allowance for each rating. 
The veteran is thus cut two ways, and the percentage of re- 
duction in some cases under my personal observation will 
amount to as much as 70 percent. The intent of Congress, 
clearly shown in the act, should be followed by the Admin- 
istration in this matter. 

INJUSTICES MUST BE POINTED OUT AND REMEDIAL ACTION TAKEN 

It is my intention to do all in my power to bring these 
injustices to the attention of the proper authorities here in 
order that remedial action can be taken at once. The 
present crisis is no less serious than that which confronted 
our Nation in 1917. The same high order of patriotism is 
needed now as was essential in those critical days. No citi- 
zens realize this more than the former service men. They 
have made sacrifices for the country before, and they 
are willing to make them again. They should not be called 
upon to suffer, however, and I hope and believe that the 
persons who are charged with the administration of the 
Economy Act should not cause them to do so. 

VETERANS WITH SERVICE-CONNECTED DISABILITIES 

Mr. KVALE. Mr. Speaker, I ask unanimous consent to 
address the House for 2 minutes. 

The SPEAKER. Is there objection? 

There was no objection. 

Mr. KVALE., Mr. Speaker, sufficient cases of veterans 
with service-connected disability have now been reviewed 
so that we can begin to see how the Economy Act is actually 
going to operate. Fifteen regional offices have reviewed and 
analyzed a total of 14,227 cases. 

Mr. Speaker, I want this record to show that of these 
cases receiving service-connected compensation of an aver- 
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age of $46 per month, service connection has been broken on 
6,258, or 44 percent of them. Two percent, or 289, are get- 
ting the monthly statutory award of $20 for total and per- 
manent disability; 7,427 are still on the rolls, but now, in- 
stead of $46 a month, they are receiving an average of $20 
a month. 

This means an actual average cut on these 14,227 cases of 
75 percent. 

Mr. Speaker, we will not even need the $65,000,000 which is 
carried for service-connected cases in the independent offices 
appropriation bill in place of the $221,000,000 previously 
carried. 

Mr. GIBSON. Mr. Speaker, will the gentleman yield? ‘ 

Mr. KVALE. Yes. 

Mr. GIBSON. I understand, from the statement made by 
the gentleman, that of these cases that have been reviewed, 
the service-connected disability men will get an average of 
only 25 percent of what they had received. 

Mr. KVALE. The average is 25 percent. The gentleman 
is entirely correct. 

THE RECORD 


Mr. McGUGIN. Mr. Speaker, I rise to call the attention 
of the Chair to what I think should be a correction in the 
Recorp. I think the correction is necessary unless the 
Recorp is to carry a deception to the country. On page 3939 
the Recorp states: 

The Clerk read as follows: 


Then included within the portion read by the Clerk are 
section 15 and subsections (a) and (b). They were not 
read by the Clerk. Thereby amendments were shut off. 
I think the Recorp should be corrected to speak the truth. 

The SPEAKER. The Chairman held yesterday that the 
sections had been read. That is the only information the 
Chair has. 

REGULATION OF BANKING 


Mr. STEAGALL. Mr. Speaker, I move that the House 
now resolve itself into the Committee of the Whole House 
on the state of the Union for the further consideration of 
the bill (H.R. 5661) to provide for the safer and more effec- 
tive use of the assets of banks, to regulate interbank con- 
trol, to prevent the undue diversion of funds into specula- 
tive operations, and for other purposes. 

The motion was agreed to. 

Accordingly the House resolved itself into the Committee 
of the Whole House on the state of the Union for the fur- 
ther consideration of the bill H.R. 5661, the banking bill, 
with Mr. Cannon of Missouri in the chair. 

The Clerk read the title of the bill. 

The CHAIRMAN. When the Committee rose yesterday an 
amendment offered by the gentleman from Wisconsin [Mr. 
BolLEAU] was pending. 

Without objection, the Clerk will again report the amend- 
ment. 

There being no objection, the Clerk again reported the 
Boileau amendment. 

Mr. BOILEAU. Mr. Chairman, I ask unanimous consent 
to proceed for 1 minute to explain the amendment. 

The CHAIRMAN. Is there objection to the request of the 
gentleman from Wisconsin [Mr. BOILEAU]? 

There was no objection. 

Mr. BOILEAU. Mr. Chairman, the amendment I have 
offered is to strike out section 24 of the bill, which appears 
on pages 30 and 31. 

At the present time national-bank stock has what is known 
as the “ double-liability feature.” In other words, if a person 
has a thousand dollars’ worth of stock and a bank fails or 
goes into the hands of a receiver to liquidate the bank there 
is an assessment of $1,000 against the owner of the stock. 
To my mind, that is a just and fair provision of the law. 
This section of the present bill would repeal that double- 
liability feature. If we vote in favor of my amendment it 
will leave the situation just as it is at the present time, leav- 
ing the double-liability feature so far as national banks are 
concerned. 
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Most of the States have this double-liability feature in con- 
nection with State-bank stock, and it would be unfair to 
those State banks which have that double-liability feature if 
we were to remove that feature from the national-bank 
stocks. 

I believe this is not the proper time to further weaken the 
financial structure. I believe the depositors should have 
that additional guaranty, and I hope the Members will sup- 
port my amendment. 

The CHAIRMAN. The time of the gentleman from Wis- 
consin [Mr. BorLeau] has expired. 

The question is on the amendment offered by the gentle- 
man from Wisconsin [Mr. BorLeau]. 

The question was taken; and on a division (demanded by 
Mr. Boreau) there were—ayes 31 and noes 83. 

So the amendment was rejected. 

The Clerk read as follows: 


Sec. 202. Section 9 of the Federal Reserve Act, as amended 
(US.C., title 12, secs, 321-331; supp. VI, title 12, secs. 321-331), is 
amended by adding at the end thereof the following new para- 
graphs: 

“Each bank admitted to membership under this section shall 
obtain from each of its affiliates other than member banks and 
furnish to the Federal Reserve bank of its district and to the 
Federal Reserve Board not less than three reports during each 
year. Such reports shall be in such form as the Federal Reserve 
Board may prescribe, shall be verified by the oath or affirmation 
of the president or such other officer as may be designated by 
the board of directors of such affiliate to vertify such reports, and 
shall disclose the information hereinafter provided for as of dates 
identical with those fixed by the Federal Reserve Board for reports 
of the condition of the affiliated member bank. Each such report 
of an affiliate shall be transmitted as herein provided at the same 
time as the corresponding report of the affiliated member bank, 
except that the Federal Reserve Board may, in its discretion, ex- 
tend such time for good cause shown. Each such report shall 
contain such information as in the judgment of the Federal Re- 
serve Board shall be necessary to disclose fully the relations be- 
tween such affiliate and such bank and to enable the Board to 
inform itself as to the effect of such relations upon the affairs of 
such bank. The reports of such affiliates shall be published by the 
bank under the same conditions as govern its own condition 


reports. 

“Any such affiliated member bank may be required to obtain 
from any such affiliate such additional reports as in the opinion 
of its Federal Reserve bank or the Federal Reserve Board may be 
necessary in order to obtain a full and complete knowledge of the 
condition of the affiliated member bank. Such additional reports 
shall be transmitted to the Federal Reserve bank and the Federal 
Reserve Board and shall be in such form as the Federal Reserve 
Board may prescribe. 

“Any such affiliated member bank which fails to obtain from 
any of its affiliates and furnish any report provided for by the two 
preceding paragraphs of this section shall be subject to a penalty 
of $100 for each day during which such failure continues, which, 
by direction of the Federal Reserve Board, may be collected, by 
suit or otherwise, by the Federal Reserve bank of the district in 
which such member bank is located. For the p of this 
paragraph and the two preceding paragraphs of this section, the 
term ‘affiliate’ shall include holding company affiliates as well as 
other affiliates. 

“State member banks shall be subject to the same limitations 
and conditions with respect to the purchasing, selling, underwrit- 
ing, and holding of investment securities and stock as are appli- 
cable in the case of national banks under paragraph ‘Seventh’ of 
section 5136 of the Revised Statutes, as amended. 

“After 2 years from the date of the enactment of the Banking 
Act of 1933, no certificate representing the stock of any State 
member bank shall represent the stock of any other corporation, 
except a member bank, nor shall the „sale, or transfer 
of any certificate representing the stock of any such bank be 
conditioned in any manner whatsoever upon the ownership, sale, 
or transfer of a certificate representing the stock of any other 
corporation, except a member bank. 

“Each State member bank affiliated with a holding- company 
affiliate shall obtain from such holding-company affiliate, within 
such time as the Federal Reserve Board shall prescribe, an agree- 
ment that such holding-company affiliate shall be subject to the 
same conditions and limitations as are applicable under section 
5144 of the Revised Statutes, as amended, in the case of holding- 
company affiliates of national banks. A copy of each such agree- 
ment shall be filed with the Federal Reserve Board. Upon the 
failure of a State member bank affiliated with a holding-company 
affiliate to obtain such an agreement within the time so prescribed, 
the Federal Reserve Board shall require such bank to surrender 
its stock in the Federal Reserve bank and to forfeit all rights and 
privileges of membership in the Pederal Reserve System as pro- 
vided in this section. Whenever the Federal Reserve Board 
shall have revoked the voting permit of any such holding-company 
affiliate, the Federal Reserve Board may, in its discretion, require 
any or all State member banks affiliated with such holding-com- 
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pany affiliate to surrender their stock tn the Federal Reserve bank 
and to forfeit all rights and privileges of membership in the 
Federal Reserve System as provided in this section. 

“In connection with examinations of State member banks, 
examiners selected or approved by the Federal Reserve Board shall 
make such examinations of the affairs of all affiliates of such 
banks as shall be necessary to disclose fully the relations between 
such banks and their affiliates and the effect of such relations 
upon the affairs of such banks. The expense of examination of 
affiliates of any State member bank may, in the discretion of the 
Federal Reserve Board, be assessed against such bank and when 
so assessed shall be paid by such bank. In the event of the 
refusal to give any information requested in the course of the 
examination of any such affiliate, or in the event of the refusal 
to permit such examination, or in the event of the refusal to pay 
any expense so assessed, the Federal Reserve Board may, in its 
discretion, require any or all State member banks affiliated with 
such affiliate to surrender their stock in the Federal Reserve bank 
and to forfeit all rights and privileges of membership in the 
Federal Reserve System as provided in this section.” 7 

Mr. RAMSPECK. Mr. Chairman, I move to strike out 
the last word. I wish to ask the Chairman of the Commit- 
tee on Banking and Currency to explain what effect this 
section which has just been read will haye upon a group 
system of banks, where a holding company owns three or four 
banks in a State. Will it be necessary for the banks afili- 
ated in this group to become separate institutions, or can 
they continue to operate under the group system? 

Mr. STEAGALL. There is not anything that prevents 
their continued operation. 

Mr. RAMSPECK. Then what is the effect of this section 
on them? If the different elements of a group are separate 
members of the Federal Reserve System, as I understand it, 
they lose their vote? 

Mr. STEAGALL. It regulates their right to vote and 
limits the vote, but it does not in any way interfere with 
their operation. 

Mr. RAMSPECK. Is there any change in this act as to 
their rights to become branches? 

Mr. STEAGALL. There is not anything in this section, 
nor in this bill, that deals with branch banks, except in 
one trivial manner, namely, that State banks having 
branches and joining the Federal Reserve System may con- 
tinue to operate their branches if a national bank in the 
same territory or city is permitted to continue to operate. 
There will be so few occurrences of that kind that it is not 
regarded as of any importance. 

Mr. DIRKSEN. Mr. Chairman, I offer an amendment. 

The Clerk read as follows: 

Amendment offered by Mr. DIRKSEN: 33, line 21, after the 
word “after”, strike out the word “two” and insert the word 
“one.” 

Mr. DIRKSEN. Mr. Chairman, I ask to be heard very 
briefly on the amendment to substitute the word “one” 
for the word “ two” in line 21 on page 33. 

You are familiar with the fact that this section provides 
for the divorcing of affiliates from national banks, and 2 
years is provided to accomplish that end. In the first bill 
that was introduced in the last Congress, as I understand, 
5 years were provided in which to accomplish this divorce- 
ment. The present bill recites 2 years, but I submit some 
reasons why I believe 1 year is ample. 

In the first place it occurs to me that 1 year is sufficient 
for any bank to get its house in order. In the second place, 
I think the gentlemen on the Democratic side anticipate we 
are going to have a boom season one of these days. We are 
at least hoping so. We hope there will be an upturn in all 
forms of markets and industrial and commercial enter- 
prises, and if that upturn should come within the space of a 
year, and we provide 2 years for the divorcement of the 
affiliates from banks, it still gives them an additional year 
in such a new lush, boom period in which to connive and 
operate to the detriment of the investors of the country. 

The third reason I submit for the change from 2 years to 
1 year is this: The distinguished Senator from Virginia, 
former Secretary of the Treasury, only a few days ago ex- 
pressed and uttered the hope in the Senate of the United 
States that perhaps the body at this end of the Capitol 


would reduce the 2-year period to 1 year. I do not believe 
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any more conclusive or cogent logic is necessary to show 
the advisability of reducing that period. 

Mr. STEAGALL, Mr. Chairman, I think we are all agreed 
in purpose. We are agreed as to the desirability of remedy- 
ing of what is generally regarded as a serious evil. The 
only question is the manner in which we shall go about the 
task. The Senate has considered this provision and dis- 
cussed it at great length, and it has been agreed among 
those who have given most thought to this provision and 
who are responsible for its origin, that in the present 
condition of the country and the existing disturbance in 
economic affairs, reasonable time should be allowed for 
bringing about this reform. 

I think perhaps if I had been asked to draw this section I 
should have agreed with my friend in the thought he has. 
I should probably have written it 1 year, but having 
heard the matter discussed as I have and having witnessed 
developments in the centers where the evil at which this 
section is aimed exists, I am convinced no harm will result 
in giving 2 years to bring about this reform. 

We need not be unduly hard. We just want to clean up 
and straighten up if we can. I can understand how in 
some communities there might be a division of interests, 
commercial, industrial, and agricultural between two banks. 
Half the interests of the community would gather around 
one institution, a State bank having an affiliate. Across 
the street is a national bank of similar size serving the other 
half of the community. Everybody is satisfied in both cases. 
We have instances like this. 

To call upon one of those institutions at this time to put 
this into effect might result in some instances in hardship 
and in cases where there never has been criticism against 
the operation of these institutions. 

So, in order to be scrupulously fair and considerate we 
thought 2 years should be allowed. 

Mr. DIRKSEN. Mr. Chairman, will the gentleman yield 
for an observation? 

Mr. STEAGALL. I yield. 

Mr. DIRKSEN. For the benefit of the House I want to 
read from the Recorp of May 19, about four sentences. 
Senator Grass in debating this section said: 

We have modified that provision of the bill, however, changing 
it from 5 years to 2 years rather with the expectation, if not the 


confident hope that the other branch of Congress, or the Senate, 
may reduce it to 1 year. 


I submit this simply for the purpose of showing what has 
been taking place in the other body and their probable 
attitude toward it. 

Mr. STEAGALL. I am aware of the attitude of the Sen- 
ator to whom the gentleman refers. 

Mr. Chairman, I ask unanimous consent that debate on 
this section and all amendments thereto do now close. 

The CHAIRMAN. Is there objection to the request of the 
gentleman from Alabama? 

There was no objection. 

The CHAIRMAN. The question is on the amendment 
offered by the gentleman from Illinois. 

The question was taken; and on a division (demanded by 
Mr. Dirxsen) there were—ayes 45, noes 76. 

So the amendment was rejected. 

The Clerk read as follows: 

Src, 203. The Federal Reserve Act, as amended, is amended by 
inserting between sections 23 and 24 thereof (US.C., title 12, secs, 
64 and 371; supp. VI, title 12, sec. 371) the following new section: 

“Sec. 23A. No member bank shall (1) make any loan or any 
extension of credit to, or purchase securities under repurchase 
agreement from, any of its affiliates, or (2) invest any of its funds 
in the capital stock, bonds, debentures, or other such obligations 
of any such affiliate, or (3) accept the capital stock, bonds, deben- 
tures, or other such obligations of any such affiliate as collateral 
security for adyances made to any person, partnership, association, 
or corporation, if, in the case of any such affiliate, the aggregate 
amount of such loans, extensions of credit, repurchase agreements, 
investments, and advances against such collateral security will 
exceed 10 percent of the capital stock and surplus of such member 
bank, or if, in the case of all such affiliates, the aggregate amount 
of such loans, extensions of credits, repurchase agreements, in- 


vestments, and advances against such collateral security will ex- 
ceed 20 percent of the capital stock and surplus of such member 
bank. 
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“Within the foregoing limitations, each loan or extension of 
credit of any kind or character to an affiliate shall be secured by 
collateral in the form of stocks, bonds, debentures, or other such 
obligations having a market value at the time of making the loan 
or extension of credit of at least 20 percent more than the amount 
of the loan or extension of credit, or of at least 10 percent more 
than the amount of the loan or extension of credit if it is secured 
by obligations of any State, or of any political subdivision or 
agency thereof: Provided, That the provisions of this paragraph 
shall not apply to loans or extensions of credit secured by obliga- 
tions of the United States Government, the Federal intermediate 
credit banks, or the Federal land banks, or by such notes, drafts, 
bills of exchange, or bankers’ acceptances as are eligible for redis- 
count or for purchase by Federal Reserve banks. A loan or exten- 
sion of credit to a director officer, clerk, or other employee or any 
representative of any such affiliate shall be deemed a loan to the 
affiliate to the extent that the proceeds of such loan are used for 
the benefit of, or transferred to, the affiliate. 

“For the purposes of this section the term ‘affiliate’ shall in- 
clude holding company affiliates as well as other affiliates, and 
the provisions of this section shall not apply to any affiliate (1) 
engaged solely in holding the bank premises of the member bank 
with which it is affiliated, (2) engaged solely in conducting a 
safe-deposit business or the business of an agricultural credit 
corporation or livestock loan company, (3) in the capital stock of 
which a national banking association is authorized to invest pur- 
suant to section 25 of the Federal Reserve Act, as amended, or (4) 
organized under section 25 (a) of the Federal Reserve Act, as 
amended; but as to any such affiliate, member banks shall con- 
tinue to be subject to other provisions of law applicable to loans 
by such banks and investments by such banks in stocks, bonds, 
debentures, or other such obligations.” 


a CELLER. Mr. Chairman, I move to strike out the last 
wor 

Mr. Chairman, I rise only to call attention to a provision 
which advertently or inadvertently was left out of the next 
section on page 38, so-called “section 5144”, of the House 
bill. 

I have examined the companion bill in the Senate, S. 1631, 
and I find that this section provides for what is known as 
cumulative voting for directors of banks. 

I shall not offer an amendment, but I do hope the leaders 
of the Committee on Banking and Currency in the House, 
and the conferees thereof, having received notice of the fact 
that at least one Member is anxious to have the bill in the 
House conform to that in the Senate, will provide for cumu- 
lative voting for bank directors in the conference report of 
both Houses. Indeed, Chairman STEAGALL said he reviewed 
the matter with great favor and pledged support to have it 
inserted. In the light of that pledge I shall not embarrass 
the committee now and press an appropriate amendment. 

I rise at this time to point out what cumulative voting is. 
You will find that in most corporations, usually nonbanking 
corporations, provision is always made, or ought to be made, 
in charters for cumulative voting so that minority interests 
shall have a voice in the management and operation of the 
corporate entity. 

There are some very flagrant situations arising in various 
banking institutions where substantial, large minority in- 
terests are kept out in the cold, have no voice whatsoever 
in the management of the bank. In one particular instance 
in New York City, of which I have actual knowledge, there 
are some 5,000,000 shares of stock outstanding. It concerns 
one of the largest banks in the world. One individual con- 
trols about 10 percent of that entire stock, and through an- 
other entity controls another 10 percent. So we might say 
that gentleman—and, incidentally, he is a very upright, 
honest, righteous, and efficient banker—himself controls 
about 20 percent of the stock of this very large institution; 
but the persons in majority control thereof, freeze him out, 
and refuse to let him have anything to do or say in connec- 
tion with the operation of this bank. This bank lost a vast 
sum of money. One of its officials is on trial in New York 
today for utter disregard and violation of income-tax laws. 
He has offended in many other respects. He never was a 
respecter of law or persons. Had this man controlling this 
20 percent of stock been on the board—and he would have 
been on the board had there been cumulative voting—he 
would have prevented many of the excesses, many of the 
abuses, much of the malfeasance and misfeasance that oc- 
curred in that bank by its officers. 

He would have been in the nature of a brake upon the 
wild and extravagant practices of that institution in New 
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York; and I do now implore that the Members give some 
consideration, as the Senate has, at least in its Banking and 
Currency Committee, to the principle of cumulative voting 
for directors of banks. So that, for example, if anyone 
here had, say, 30 shares of stock in a bank, and there 
were 10 directors to be voted for, he then would have the 
equivalent of 300 votes. The number of shares is multi- 
plied by the number of directors to be voted for. These 
votes can be concentrated on one or more directors. So in 
this way the minority can have at least a chance for their 
“white alley.” As it is today, in these large banks and in 
many smaller ones, a small coterie cabal together keep out 
the minority, and, if there are wise counsels and prudence 
in the minority, the stockholders of the institution and the 
depositors thereof never get the benefit of such wise coun- 
sel and such prudence. 

[Here the gavel fell.] 

Mr. KVALE. Mr. Chairman, I rise in opposition to the 
pro-forma amendment. 

Mr. Chairman, yesterday when section 21 was being dis- 
cussed, page 28 of the bill, I sought by amendment to reduce 
the requirements for directors, as to holdings of stock, from 
$2,000 to $1,000. 

We were told at that time by members of the committee 
and I know the misinformation was not intentional—that 
the present law provided for a minimum of $1,000, and that 
they saw fit, for good and valid reasons, to lift the require- 
ment to $2,000. 

I have looked up the law, and I find that title XTI, section 
72, of the code places requirements upon directors as follows: 

Every director must own In his own right at least 10 shares of 
the capital stock of the association of which he is a director, 
unless the capital of the bank shall not exceed $25,000, in which 
case he must own in his own right at least five shares of such 
capital stock. 

In other words, instead of a requirement of $2,000 worth 
of stock, the present law requires each director of the 
$25,000 bank to have $500 worth of stock. 

Now, I envision the many business men, professional men, 
retired farmers, and others, as I said yesterday, who make 
up the directorates of these small banks. 

Mr. SNELL. Will the gentleman yield? 

Mr. KVALE. Yes. 

Mr. SNELL. As I understand, if this bill goes through in 
its present form, there will be no more of these $25,000 
banks. They will all be at least $50,000. 

Mr. KVALE. That is true, but that applies to banks that 
going to be organized in the future, and does not apply 
banks that already exist. 
If it is the intention of the bill, if it is the intention of 

committee, if it is the intention of the leaders to kill off 
the $25,000 banks that now exist, in addition to prevent- 
ing their organization in the future, let us say so and let 
us understand that now, because that is exactly what will 
happen unless unanimous consent is given to return to this 
particular section and modify this requirement. 

You cannot find enough men in these towns of under 6,000 
population to make up a board of directors with men who 
have $2,000 blocks of stock. Common sense will tell this 
to every member of the committee here, and I hope the 
committee will permit us to return and reduce the figure, or, 
preferably, to leave the law as it is now written. 

It is just as ridiculous to require a small bank to live up to 
this requirement as it would be to say that every director of 
every bank, regardless of its size, should own 3 percent of 
the capital stock. Think what such a provision would mean 
if you applied such a provision to the $100,000,000 banks, 
and yet that would be no more unfair than the provision to 
which I am calling your attention. 

Common sense seems to me to warrant the request, and 
I hope it may be granted, so that we can return to section 
21 for the purpose of offering and considering such an 
amendment. Therefore, Mr. Chairman, I do now ask unani- 
mous consent to return to section 21 of the bill for the 
purpose of offering the amendment suggested. 


ea 
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Mr. BYRNS. May I ask the gentleman to withhold that 
request until after the reading of the bill is completed? 
I am sure the gentleman can then be accommodated. 

Mr. KVALE. Then I withdraw the request for the pres- 
ent, Mr. Chairman. 

The pro-forma amendment was withdrawn. 

Mr. LUCE. Mr. Chairman, I offer an amendment. 

The Clerk read as follows: 


Amendment offered by Mr. Luce: Page 37, line 3, after the 
word “banks” where it first appears, strike out the word “or” 
and insert after the word “banks” as it secondly appears the 
words “or any other Federal corporation.” 


Mr. LUCE. Mr. Chairman, the purpose of this amend- 
ment is to secure that the securities of the Federal Mort- 
gage Corporation that we are in process of creating, shall 
be put on a level with those of the Federal farm banks. 

This change was made in committee on the previous page 
and the insertion of it at this place was overlooked. I am 
sure there is no opposition to the amendment. 

The amendment was agreed to. 

The Clerk read as follows: 


Sec. 204. Section 5144 of the Revised Statutes, as amended 
(USC., title 12, sec. 61), is amended to read as follows: 

“Sec. 5144. In all elections of directors and in deciding all 
questions at meetings of shareholders each shareholder shall be 
entitled to 1 vote on each share of stock held by him; except (1) 
that shares of its own stock held by a national bank as sole 
trustee shall not be voted, and shares of its own stock held by a 
national bank and one or more persons as trustees may be voted 
by such other person or persons, as trustees, in the same manner 
as if he or they were the sole trustee, and (2) shares controlled by 
any holding company affiliate of a national bank shall not be 
voted unless such holding company affiliate shall have first ob- 
tained a voting permit as hereinafter provided, which permit is in 
force at the time such shares are voted. Shareholders may vote 
by proxies duly authorized in writing; but no officer, clerk, teller, 

of such bank shall act as proxy; and no shareholder 
vices liability is past due and unpaid shall be allowed to vote. 

For the purposes of this section shares shall be deemed to be 
controlled by a holding company affiliate if they are owned or 
controlled directly or indirectly by such holding company affiliate 
or held by any trustee for the benefit of the shareholders or mem- 
bers thereof. 

“Any such holding company affiliate may make application to 
the Federal Reserve Board for a voting permit entitling it to 
cast 1 vote at all elections of directors and in deciding all ques- 
tions at meetings of shareholders of such bank on each share of 
stock controlled by it or authorizing the trustee or trustees hold- 
ing the stock for its benefit or for the benefit of its shareholders 
so to vote the same. The Federal Reserve Board may, in its dis- 
cretion, grant or withhold such permit as the public interest may 
require. In acting upon such application, the Board shall con- 
sider the financial condition of the applicant, the general char- 
acter of its management, and the probable effect of the granting 
of such permit upon the affairs of such bank, but no such permit 
shall be granted except upon the following conditions: 

„(a) Every such holding company affiliate’ shall, in making the 
application for such permit, agree (1) to receive, on dates iden- 
tical with those fixed for the examination of banks with which it 
is affiliated, examiners duly authorized to examine such banks, 
who shall make such examinations of such holding company 
affiliate as shall be to disclose fully the relations be- 
tween such banks and such holding company affiliate and the 
effect of such relations upon the affairs of such banks, such 
examinations to be at the expense of the holding company affiliate 
so examined; (2) that the reports of such examiners shall con- 
tain such information as shall be necessary to disclose fully the 
relations between such affiliate and such banks and the effect of 
such relations upon the affairs of such banks; (3) that such 
examiners may examine each bank owned or controlled by the 
holding company affiliate, both individually and in conjunction 
with other banks owned or controlled by such holding company 
affiliate; and (4) that publication of individual or consolidated 
statements of condition of such banks may be required; 

“(b) After 5 years after the enactment of the Banking Act of 
1933, every such holding company affiliate (1) shall possess, and 
shall continue to possess during the life of such permit, free and 
clear of any lien, pledge, or hypothecation of any nature, readily 
marketable assets other than bank stock in an amount not less 
than 12 percent of the aggregate par value of all bank stocks con- 
trolled by such holding company affiliate, which amount shail be 
increased by not less than 2 percent per annum of such aggregate 
par value until such assets shall amount to 25 percent of the 
aggregate par value of such bank stocks; and (2) shall reinvest 
in readily marketable assets other than bank stock all net earnings 
over and above 6 percent per annum on the book value of its 
own shares outstanding until such assets shall amount to such 
25 percent of the aggregate par value of all bank stocks con- 
trolled by it; 

s Notwithstanding the foregoing provisions of this section, 
after 5 years after the enactment of the Banking Act of 1933, (1) 
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any such holding company affiliate the shareholders or members 
of which shall be individually and severally liable in proportion 
to the number of shares of such holding company affiliate held by 
them, respectively, in addition to amounts invested therein, for all 
statutory liability imposed on such holding company affiliate by 
reason of its control of shares of stock of banks, shall be required 
only to establish and maintain out of net earnings over and above 
6 percent per annum on the book value of its own shares out- 
standing a reserve of readily marketable assets in an amount not 
less than 12 percent of the aggregate par value of bank stocks con- 
trolled by it, and (2) the assets required by this section to be 

by such holding company affiliate may be used by it for 
replacement of capital in banks affillated with it and for losses 
incurred in such banks, but any deficiency in such assets result- 
ing from such use shall be made up within such period as the 
Federal Reserve Board may by regulation prescribe; 

“(d) Every officer, director, agent, and employee of every such 
holding company affiliate shall be subject to the same penalties 
for false entries in any book, report, or statement of such hold- 
ing company affiliate as are applicable to officers, directors, agents, 
and employees of member banks under section 5209 of the Re- 
vised Statutes, as amended; and 

“(e) Every such holding company afiliate shall, in its applica- 
tion for such voting permit, (1) show that it does not own, 
control, or have any interest in, and is not participating in the 
management or direction of, any corporation, business trust, 
association, or other similar organization formed for the purpose 
of, or engaged principally in, the issue, flotation, underwriting, 
public sale, or distribution, at wholesale or retail or through 
syndicate participation, of stocks, bonds, debentures, notes, or 
other securities of any sort (hereinafter referred to as ‘securities 
company); (2) agree that during the period that the permit 
remains in force it will not acquire any ownership, control, or 
interest in any such securities company or participate in the 
management or direction thereof; (3) agree that if, at the time 
of filing the application for such permit, it owns, controls, or has 
an interest in, or is participating in the management or direc- 
tion of, any such securities company, it will, within 5 years after 
the filing of such application, divest itself of its ownership, con- 
trol, and interest in such securities company and will cease par- 
ticipating in the management or direction thereof, and will not 
thereafter, during the period that the permit remains in force, 
acquire any further ownership, control, or interest in any such 
securities company or participate in the management or direc- 
tion thereof; and (4) agree that thenceforth it will declare 
dividends only out of actual net earnings. 

“If at any time it shall appear to the Federal Reserve Board 
that any holding company affiliate has violated any of the pro- 
visions of the Banking Act of 1933 or of any agreement made 
pursuant to this section, the Federal Reserve Board may, in its 
discretion, revoke any such voting permit after giving 60 days’ 
notice by registered mail of its intention to the holding company 
affiliate and affording it an opportunity to be heard. Whenever 
the Federal Reserve Board shall have revoked any such voting 
permit, no national bank whose stock is controlled by the holding 
company affiliate whose permit is so reyoked shall receive de- 
posits of public moneys of the United States, nor shall any such 
national bank pay any further dividend to such holding com- 
pany affiliate upon any shares of such bank controlled by such 

olding company affiliate. 

“Whenever the Federal Reserve Board shall have revoked any 
voting permit as hereinbefore provided, the rights, privileges, and 
franchises of any or all national banks the stock of which is con- 
trolled by such holding company affiliate shall, in the discretion 
of the Federal Reserve Board, be subject to forfeiture in accord- 
ance with section 2 of the Federal Reserve Act, as amended.” 


Mr. ARENS. Mr. Chairman, I move to strike out the 
last word. I do this for the purpose of getting an opinion 
of those in charge of the bill whether my contention is 
right or not. I came to the conclusion in reading the bill 
that in order for a State bank to come under the operation 
of this bill it will have to have a capital stock of $25,000 or 
more. I want to ask the chairman of the committee 
whether my contention is correct or not. 

On page 23 is a paragraph, which says that 

No applying bank shall be admitted to membership in the 
Federal Reserve bank unless it possesses a paid-up, unimpaired 
capital sufficient to entitle it to become a national banking asso- 
ciation in the place where it is situated under the provisions 
of the National Bank Act as amended. 

Now, I have the National Bank Act here, and it provides 
in relation of the conversion of State banks into national 
banks 


It reads as follows: 


Sec. 5154. Any bank incorporated by special law of any State, 
or of the United States, or organized general laws of any State, 
or of the United States, and having an unimpaired capital suf- 
cient to entitle it to become a national banking association under 
the provisions of the existing laws may, by the vote of the share- 
holders owning not less than 51 percent of the capital stock of 
such bank or banking association, with the approval of the Comp- 
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troller of the Currency, be converted into a national banking asso- 
ciation, with any name approved by the Comptroller of the 
Currency. 


Under that same act, section 217, provides: 


No national banking association shall be organized with a less 
capital than $100,000, except that such association with a capital 
of not less than $50,000 may, with the approval of the Secretary 
of the Treasury, be organized in any place the population of 
which does not exceed 6,000 inhabitants, and except that such 
association with a capital of not less than $25,000 may, with the 
sanction of the Secretary of the Treasury, be organized in any 
place the population of which does not exceed 3,000 inhabitants. 

So my contention is that under the National Banking Act 
a national bank must have $25,000 capital or more in places 
where there is a population of less than 3,000 people and a 
State bank to become a national bank must have the same 
capital. 

Mr. GOLDSBOROUGH. It is true that no State bank 
can become a member of the Federal Reserve System unless 
it has a minimum amount of capital stock. 

Mr. ARENS. That is $25,000. 

Mr. GOLDSBOROUGH. Yes; but that is not true as far 
as the insurance provision of this bill is concerned. There 
is no prescribed capital a State bank shall have in order to 
be admitted to the insurance fund. 

Mr. ARENS. It says that it must have the same capital 
as a national bank. 

Mr. STEAGALL. There is no prescribed amount of capi- 
tal in the bill which a bank is required to have to become a 
member of this insurance fund. 

Mr. ARENS. I think according to the bill it must have 
$25,000, at least. 

Mr. STEAGALL. The gentleman is mistaken. 

[Here the gavel fell.] 

Mr. GOLDSBOROUGH. Mr. Chairman, I ask for recog- 
nition. 

Mr. BLANCHARD. Mr. Chairman, will the gentleman 
yield? f 

Mr. GOLDSBOROUGH. Les. 

Mr. BLANCHARD. It was my understanding that in 
order to become eligible to participate in the insurance fund 
they had to qualify under the Federal Reserve Act. 

Mr. GOLDSBOROUGH. That is a mistake. 

The Clerk read as follows: 

Sec. 205. After 2 years from the date of the enactment of this 
act, no member bank shall be affiliated in any manner described 
in section 1 (b) of this title with any corporation, association, 
business trust, or other similar organization engaged principally 
in the issue, flotation, underwriting, public sale, or distribution 
at wholesale or retail or through syndicate participation of stocks, 
bonds, debentures, notes, or other securities. 

For every violation of this section the member bank involved 
shall be subject to a penalty not exceeding $1,000 per day for 
each day during which such violation continues. Such penalty 
may be assessed by the Federal Reserve Board, in its discretion, 
and, when so assessed, may be collected by the Federal Reserve 
bank by suit or otherwise. 

If any such violation shall continue for 6 calendar months 
after the member bank shall have been warned by the Federal 
Reserve Board to discontinue the same, (a) in the case of a 
national bank, all the rights, privileges, and franchises granted 
to it under the National Bank Act may be forfeited in the man- 
ner prescribed in section 2 of the Federal Reserve Act, as 
amended, or, (b) in the case of a State member bank, all of its 
rights and privileges of membership in the Federal Reserve Sys- 
tem may be forfeited in the manner prescribed in section 9 of th 
Federal Reserve Act, as amended. : 

Mr. FISH. Mr. Chairman, I offer the following amend- 
ment, which I send to the desk: 

The Clerk read as follows: 

Amendment by Mr. Frs: Page 44, line 1, after the word 
“after”, strike out the word “two” and insert the word “one.” 

Mr. FISH. Mr. Chairman, I would like to hear some dis- 
cussion of the reason why these security affiliates should 
be permitted 2 years in which to divorce themselves from 
national banks. My amendment eliminates the word “two” 
and substitutes the word “ one”, so as to compel them to be 
separated in 1 year. I am not sure but 1 year is more than 
sufficient. Perhaps 90 days would be better. According to 
my way of thinking, the Congress should have acted a num- 
ber of years ago and passed legislation to prohibit national 
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banks from having these security affiliates. Why should we 
now give them 2 years to divorce themselves from the na- 
tional banks? I can remember back in 1928 and 1929, dur- 
ing the boom times, when these bank presidents, Mr. Charles 
Mitchell, of the National City Bank, and Mr. Wiggin, of the 
Chase National Bank, which are the two worst offenders, as 
far as affiliates are concerned, said to the Congress, “ We 
don’t want any interference with business by the Congress; 
we know how to handle our own business and we want to 
be left alone.“ The only fault that I find with Congress as 
I look back is that we listened to this call from the big busi- 
ness men, Mitchell and Wiggin and others in Wall Street, 
and let business alone. They got us into this inflation 
largely through these security affiliates connected with the 
big banks. The banker, instead of looking after the de- 
posits of his own depositors, was paying more attention to 
the security affiliate, where he got his money from. Only 
in the last year we found out that Charlie Mitchell, of the 
National City Bank, obtained in 1 year $3,000,000, whereas 
his pay as bank president was $100,000 a year. 

Probably the same thing applied to the other banks, par- 
ticularly to the Chase National Bank and to Mr. Wiggin. 
Those were the men who said to Congress at that time that 
there must be no interference with business. No wonder 
when these two bank presidents were making enormous 
profits for themselves largely at the expense of their de- 
positors. All the time they were saying to their depositors, 
“You have got money in our banks, and you ought to take 
it out of our banks and invest it. We will sell you some 
foreign bonds, some A B C bonds, some South American 
bonds.” The depositors would reply that they did not know 
anything about the bonds and the bank presidents, and their 
associates would then advise them that these bonds pay 
7 and 8 percent, and would say, “Don’t leave your money 
idle in our banks, you should take it out and invest in 
these bonds.” When the depositor again said that he did 
not know anything about the bonds the bankers said, “ Of 
course our bank is behind them, and that is enough, for we 
have investigated them”, and then the depositor took his 
money out and he bought Argentine, Chile, and Brazilian 
bonds paying 7 and 8 percent, and, of course, the commis- 
sions went to the presidents of those banks and their asso- 
ciates. Those security affiliates did more harm in promoting 
the inflation and the resulting deflation that caused the 
financial ruin of hundreds of thousands of bank depositors 
than any other agency in America. So why should we give 
them 2 years more to divorce themselves from national 
banks and to carry on this unethical and vicious practice 
in case of better times and renewal of investment activity. 

Mr. SNELL. Mr. Chairman, will the gentleman yield? 

Mr. FISH. I am sorry, but I have only 5 minutes. There 
is nothing new about this depression, as far as the prin- 
ciple involved. It is exactly the same as any other. There 
was an enormous inflation brought about because of the 
mass overproduction of stocks, bonds, and other securities 
largely emanating from these affiliates, which were sold to 
the American people often without much investigation, and 
as a result it meant a mass overproduction of factories, 
commodities, real estate, and everything else—an enormous 
inflation that sooner or later had to crash, and when it 
did crash and the pendulum swung back, it did not stop 
at normalcy but went right on down into the depths where 
we are now. I do not indict the big bankers alone. The 
American people were also responsible. They went into an 
orgy of gambling and speculating and extravagance. But 
the big business and banking leadership was at fault. 
These international bankers and the biggest bankers in 
America were making all kinds of money. They naturally 
said that they did not want interference from Congress. 
They wanted to grab off all the money they could while 
the going was good, regardless of consequences to their de- 
positors or anyone else. The Congress should have acted 
long before this to protect the American public. We should 
have told the big bankers long ago to get rid of these 
affiliates, and should not permit them now more than 1 
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year to put an end to their security affiliates. I think this 
amendment should be agreed to. [Applause.] 

Mr. STEAGALL. Mr. Chairman, I move that all debate 
upon this section and all amendments thereto do now close. 

The motion was agreed to. 

The CHAIRMAN. The question is on the amendment of 
the gentleman from New York. 

The question was taken; and on a division (demanded by 
Mr. FisH) there were—ayes 44, noes 64. 

Mr. FISH. Mr. Chairman, I demand tellers. 

Tellers were ordered, and the Chair appointed Mr. 
STEaGALL and Mr. Fisx to act as tellers. 

The Committee again divided; and the tellers reported 
there were ayes 64 and noes 68. 

So the amendment was rejected. 

The Clerk read as follows: 

Trrix III 
FEDERAL DEPOSIT INSURANCE CORPORATION 


Sec. 301. (a) There is hereby created a Federal Deposit Insur- 
ance Corporation (hereinafter referred to as the Corporation"), 
whose duty it shall be to purchase, hold, and liquidate as here- 
inafter provided the assets of national banks which have been 
closed by action of the Comptroller of the Currency, or by vote 
of their directors, and the assets of State member banks, and to 
make loans to State banks and trust companies as hereinafter 
provided, which have been closed by action of the appropriate 
State authorities, or by vote of their directors. 

(b) The management of the Corporation shall be vested in a 
board of directors, consisting of 5 members, 1 of whom shall be 
the Comptroller of the Currency, 1 a member of the Federal Re- 
serve Board designated by the Board for the purpose, and 3 cit- 
izens of the United States appointed by the President, by and 
with the advice and consent of the Senate, who shall hold their 
offices during a term of 6 years. Not more than two of the ap- 
pointive members of the board shall be members of the same 
political party. The terms of the appointive members first ap- 
pointed shall be for 2, 4, and 6 years, as designated by the Presi- 
dent. The appointive members of the board shall receive com- 
pensation at the rate of $10,000 per annum, payable monthly out 
of the funds of the Corporation, but no other member of the 
bce eee receive additional compensation for service as a 
member. 

(c) There is hereby authorized to be appropriated, out of any 
money in the Treasury not otherwise appropriated, the sum of 
$150,000,000, which shall be available for payment by the Secretary 
of the Treasury for capital stock of the Corporation in an equal 
amount, which shall be subscribed for by him on behalf of the 
United States. Payments upon such subscription shall be subject 
to call in whole or in part by the board of directors of the Corpo- 
ration. Such stock shall be in addition to the amount of capital 
stock required to be subscribed for by Federal Reserve banks and 
member and nonmember banks as hereinafter provided and the 
United States shall be entitled to the payment of dividends on 
such stock to the same extent as member and nonmember banks 
are entitled to such payment on the class A stock of the Corpora- 
tion held by them. Receipts for payments by the United States 
for or on account of such stock shall be issued by the Corporation 
to the Secretary of the Treasury and shall be evidence of the stock 
ownership of the United States. 

(d) The capital stock of the Corporation shall be divided into 
shares of $100 each. Certificates of stock of the Corporation shall 
be of two classes, class A and class B. Class A stock shall be 
held by member and nonmember banks only and they shall be 
entitled to payment of dividends out of net earnings at the rate of 
6 percent per annum on the capital stock paid in by them, which 
dividends shall be cumulative, or to the extent of 30 percent of 
such net earnings in any one year, whichever amount shall be the 
greater, but such stock shall have no vote at meetings of stock- 
holders. Class B stock shall be held by Federal Reserve banks 
only and shall not be entitled to the payment of dividends. Every 
Federal Reserve bank shall subscribe to shares of class B stock in 
the Corporation to an amount equal to one half of the surplus of 
such bank on January 1, 1933, and its subscriptions shall be ac- 
companied by a certified check payable to the Corporation in an 
amount equal to one half of such subscription. The remainder of 
such subscription shall be subject to call from time to time by 
the board of directors upon 90 days’ notice. 

(e) Every member bank shall subscribe to the class A capital 
stock of the Corporation in an amount equal to one half of 1 per- 
cent of its total net outstanding time and demand deposits on 
January 1, 1933, as computed in accordance with regulations of 
the Federal Reserve Board gov the computation of reserves. 
One half of such subscription shall be paid in full within 90 days 
after receipt of notice from the chairman of the board of direc- 
tors of the Corporation, and the remainder of such subscription 
shall be subject to call from time to time by the board of directors 
of the Corporation. 

(f) The amount of the outstanding class A stock of the Cor- 
poration held by member banks shall be annually adjusted as 
hereinafter provided as of the last preceding call date as member 
banks increase their time and demand deposits or as additional 
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tional stock shall be paid for at the time of the subscription there- 
for and the balance shall be subject to call by the board of 
directors of the Corporation. A bank admitted to membership in 
the Federal Reserve System at any time after the organization of 
the Corporation shall be required to subscribe for an amount of 
class A capital stock equal to one half of 1 percent of the time 
and demand deposits of the applicant bank as of the date of such 
admission, paying therefor its par value plus one half of 1 percent 
a month from the period of the last dividend on the class A stock 
of the Corporation. When a member bank reduces its time and 
demand deposits it shall surrender, not later than the Ist day of 
January thereafter, a proportionate amount of its holdings in the 
capital stock of the Corporation, and when a member bank vyol- 
untarily liquidates it shall surrender all its holdings of the capital 
stock of the Corporation and be released from its stock subscrip- 
tion not previously called. The shares so surrendered shall be can- 
celed and the member bank shall receive in payment therefor, 
under regulations to be prescribed by the Board, a sum equal to 
its cash-paid subscriptions on the shares surrendered and its pro- 
portionate share of dividends not to exceed one half of 1 percent 
a month, from the period of the last dividend on such stock, less 
any liability of such member bank to the Corporation. 


Mr. GOLDSBOROUGH. Mr. Chairman, I offer a com- 
mittee amendment. ‘ 
The Clerk read as follows: 
Committee amendment offered by Mr. GotpsporoucH: On page 
Presiden 


49, in line 20, after the word “ t”, insert one of whom 
selected by the vote of the three shall be chairman of the 
Corporation.” 


Mr. GOLDSBOROUGH. Mr. Chairman, that amendment 
was adopted by the Committee on Banking and Currency, 
but through inadvertence of the clerk it was not inserted in 
the new bill as it was introduced. 

Mr. PATMAN. Mr. Chairman, I offer a substitute for the 
amendment just offered by the gentleman from Maryland. 

The Clerk read as follows: 

Amendment offered by Mr. Param as a substitute for the 
amendment offered by Mr. GotpsporovcH: On page 49, in line 17, 
after the word “Currency”, strike out the following language in 
lines 17, 18, and 19: one a member of the Federal Reserve Board 
designated by the Board for the purpose, and three citizens of the 
United States appointed by the President” and insert the follow- 
ing: “and four citizens of the United States appointed by the 
President.” 


Mr. PATMAN. Mr. Chairman, I would not oppose the 
amendment offered by the gentleman from Maryland, and I 
should like to have that adopted first, and then offer my 
amendment as an amendment. 

The CHAIRMAN. As a matter of fact, the amendment 
offered by the gentleman from Texas is not a substitute 
at all. 

Mr. McFADDEN. I should like to ask the gentleman from 
Maryland a question. The usual provisions in the Federal 
Reserve Act or other pieces of legislation which have been 
enacted provided that a choice should be made between the 
two political parties. 

Mr. STEAGALL. That is provided in this bill. 

Mr. McFADDEN. That is what I wanted to know. 

Mr. STEAGALL. As to the 3 members appointed by the 
President, not more than 2 shall be of the same political 
party. 


The CHAIRMAN. The substitute amendment offered by 
the gentleman is not in order at this time. 

The question is on the amendment offered by the gentle- 
man from Maryland [Mr. GOLDSBOROUGH]. 

The amendment was agreed to. 

Mr. PATMAN. Mr. Chairman, I offer an amendment. 

The Clerk read as follows: 

Amendment offered by Mr. Parman: On page 49, line 17, after 
the word “Currency”, strike out the following language: “one a 
member of the Federal Reserve Board di ted by the Board for 
the purpose, and three citizens of the United States appointed by 
the President” and insert in lieu thereof the following: “and 
four citizens of the United States appointed by the President.” 
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THE FEDERAL DEPOSIT INSURANCE CORPORATION—SOARD OF DIRECTORS 


Mr. PATMAN. Mr. Chairman, I wish to be heard on the 
amendment. 

This is a board set up for the purpose of determining who 
will be permitted to take advantage of this law. There are 
6,000 national banks and 12,000 State banks in this country. 
It occurs to me that this board should be a fair board, one 
that would administer the law fairly and impartially. It 
should not be composed of representatives of the State banks, 
neither should it be composed of representatives of the 
Federal Reserve banks. It should be composed of citizens 
of the United States who are not directly interested in either 
State or National banks. If the bill is passed as proposed by 
the committee, the set-up .of 5 members will be 2 mem- 
bers of the Federal Reserve Board, another member of the 
opposite party, and 2 of the party in power. So if a State 
bank comes before members of that board asking for ad- 
mission there will probably be 2 votes on the board im- 
mediately influenced against their admission. In other 
words, the committee did not intend it, but it looks very 
much like a stacked board. I do not say that to reflect on 
the committee. I do not impugn their motives. I have the 
utmost confidence in those gentlemen, and I know they do 
not propose it to be a stacked board, but nevertheless, 2 
members of the 5 will be particularly interested in Federal 
Reserve banks and naturally will be opposed to State banks 
coming into the system. 

May I suggest that unless this law is fixed in some way 
so that it will be administered in a manner that is lenient 
toward State banks, it is likely to cause at least five or six 
thousand State banks in this country to fail. 

SQUARE DEAL FOR STATE BANKS 

I say it is not fair for every national bank and every 
member bank of the Federal Reserve to automatically come 
within the terms of this law, without so much effort as the 
turning of a hand. Every one of them will automatically 
come in, whereas the State banks are excluded and will have 
to pass an examination and submit themselves to this board, 
which I say is somewhat of a stacked board. Unless they 
can convince that board they will have no opportunity to 
come in. So we certainly should have a fair board, and if 
the board is arranged as I want it we will have the Comp- 
troller of the Currency as a member of the board. He is 
also a member of the Federal Reserve Board. We will have 
a representative of the Federal Reserve Board on the board, 
as I propose it. Then the President can appoint four other 
citizens of the United States. They should not be directly 
interested in the Federal Reserve System nor in the State 
banking system, but in a position to fairly and impartially 
pass upon the facts as presented to them. 

I hope this amendment will be adopted. 

There is a good reason why this should be done. This is 
an insurance corporation guaranteeing the deposits in banks. 
Ordinarily, if you insure your own property, you pay the 
insurance premium. Ordinarily any corporation that in- 
sures its own property will pay the insurance premium, but 
in this case two thirds of the insurance premium is paid by 
the Government of the United States and the other one 
third is paid by the banks participating. 

The CHAIRMAN. The time of the gentleman from Texas 
[Mr. Parman] has expired. 

Mr. STEAGALL. Mr. Chairman, it was my purpose in 
the preparation of this provision to safeguard State non- 
member banks against any possible discrimination by the 
board administering the deposit insurance corporation. Ot 
course, there are differences of view at this point. It was 
my thought that we should give recognition to the Federal 
Reserve System by having a member of the Federal Reserve 
Board serve on the insurance deposit corporation board, 
and that it was necessary and wise to have the Comptroller 
of the Currency serve on the board, not because he happens 
to be an ex-officio member of the Federal Reserve Board but 
because he is Comptroller of the Currency and possesses a 
vast store of information that would be useful in the admin- 
istration of the deposit guaranty corporation. 
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The provision of the bill is for three members to be ap- 
pointed by the President—citizens to represent all public 
interests involved. Now, I had no thought whatsoever of 
politics in writing that provision in this bill except that in 
a hurried manner I did attempt to provide for political 
division so that the minority party would not get an unfair 
deal. For that reason provision is made for the appointing 
of three members, not more than two of whom shall belong 
to the same political party. 

The gentleman is quite correct when he says the board 
will be made up of two members of the Federal Reserve 
Board and one Republican, but if his amendment is adopted 
there will be two Republicans instead of one. 

Mr. PATMAN. Mr. Chairman, will the gentleman yield? 

Mr. STEAGALL. I am not saying that there is any- 
thing destructive in that or that it is unfair or hurtful. I 
merely call his attention to what his amendment would 
accomplish, since he seems to attach importance to the 
political complexion of the board. 

Mr. PATMAN. Mr. Chairman, will the gentleman yield? 

Mr. STEAGALL. I yield. 

Mr. PATMAN, I have another amendment, providing 
that not more than three shall be of one political party. 
So we can change it if the gentleman desires, if this amend- 
ment is adopted. 

Mr. ARENS. Mr. Chairman, will the gentleman yield? 

Mr. STEAGALL. I yield. 

Mr. ARENS. Could not the other member be appointed 
from the Farmer-Laborite Party? That would be the proper 
way to construe it. 

Mr. STEAGALL. After all, Mr. Chairman, this is not a 
seriously controversial matter. I simply desired to explain 
the amendment and let the Committee understand just 
what we are voting on. 

The CHAIRMAN. The question is on the amendment 
offered by the gentleman from Texas [Mr. PATMAN]. 

The amendment was agreed to. 

Mr. STOKES. Mr. Chairman, I offer an amendment. 

The Clerk read as follows: 

Amendment offered by Mr. Sroxes: Page 51, line 12, strike out 
the word “not”, and in line 13, after the word dividends ”, insert 
“to the same extent as the member banks,” 

Mr. STEAGALL. Mr. Chairman, there will be no objection 
on the part of the committee to the adoption of this amend- 
ment. 

Mr. PATMAN. Is this the amendment dealing with divi- 
dends to Federal Reserve banks? 

Mr. STOKES. It is. 

Mr. PATMAN. That they shall be paid dividends on the 
amount of money 

Mr. STOKES. I will explain it to the gentleman from 
Texas. 

Mr. PATMAN. I want to rise in opposition to this amend- 
ment. I did not know this amendment was up for consid- 
eration. 

Mr. STOKES. Mr. Chairman, this amendment merely 
permits Federal Reserve banks to receive the same amount 
of dividends which the member banks and the Treasury 
Department will receive on their stock subscriptions. This 
is only fair. 

The Federal Reserve banks are the fundamental basis of 
our whole banking system and we do not want to weaken 
them in any way. The Federal Reserve Bank of the City of 
Philadelphia, whence I come, has a surplus of $29,000,000. 
Of this surplus it must take, under the provisions of this 
bill, $14,500,000, or one half, to be advanced toward this 
guaranty fund. At the present time it is receiving an income 
on this $14,500,000. According to the provisions of this bill, 
this money would be invested in this stock and no dividends 
would be received thereon. My amendment merely author- 
izes them to receive the same dividends as the Treasury 
Department and as the member banks, which I think will be 
agreed is only fair and just. 

FEDERAL RESERVE NOT ENTITLED DIVIDENDS ON SURPLUS FUNDS 


Mr. PATMAN. Mr. Chairman, I rise in opposition to the 
amendment. The way this fund is made up is in the first 
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place by a contribution of $150,000,000 from the Treasury 
of the United States. The other $150,000,000 is taken from 
the Federal Reserve funds and Federal Reserve banks. The 
remainder of the $150,000,000 is taken from the depositors 
by levying an assessment of one half of 1 percent against 
their deposits. There is no question but that the Govern- 
ment is entitled to 6-percent dividends on the part it 
appropriates directly from the Treasury. 
NOT FEDERAL RESERVE FUNDS 


The member banks which subscribe to the $150,000,000 are 
also entitled to 6-percent dividends. That will be the law, 
and it is right. 

But now the gentleman comes in and wants the Federal 
Reserve banks to have a 6-percent dividend on money that 
they do not own, are not entitled to, and which the House 
yesterday said they should not receive. That is not the Fed- 
eral Reserve banks’ money. 

Why give the Federal Reserve banks a dividend on money 
they are not entitled to receive? It is not their money. It 
belongs to the Government. That is in the Reserve fund, a 
surplus fund that the law says does not belong to the Federal 
Reserve banks, but belongs to the people of the United 
States. That is what it says. 

CONVINCING EXAMPLE 

Now, in order to convince absolutely the gentleman, sup- 
pose a member bank decides to withdraw from the System. 
It can get the amount of capital stock that it pays in, but 
it does not get a penny of the surplus. Why? Because this 
surplus does not belong to the Federal Reserve bank. This 
surplus belongs to the people. It is written into the law. 
There cannot be any mistake about it when it is written into 
the law itself. 

Another convincing example is that in the event a Federal 
Reserve bank is liquidated, voluntarily or otherwise, after 
the creditors are paid, the law says that the remainder, the 
surplus, shall go into the Treasury of the United States. 
Why should it not go to the member banks, if the gentleman 
is correct in his statement that it belongs to them? No. 
Everywhere throughout this bill it is written in coal-black 
letters that this surplus does not belong to the Federal 
Reserve banks. They are not entitled to it. It belongs to 
the Treasury of the United States; and certainly the gen- 
tleman would not have the Government, or this insurance 
corporation, pay dividends on money the Federal Reserve 
banks do not own and are not entitled to receive. 

SECTION 3 OF PRESENT BILL 


On yesterday the committee agreed to strike out of this 
bill section 3. I offered the amendment, and it was accepted. 
Section 3 attempted to give these surplus earnings to the 
Federal Reserve banks, but we made such a hard fight on 
it I think we convinced the committee that the Federal 
Reserve banks are not entitled to this surplus. Now, are we 
here today, just 1 day later, going to turn around and say 
that although they are not entitled to the surplus, we are 
going to give them a 6-percent dividend on an investment 
paid out of that surplus? It is unreasonable. I cannot see 
why the gentleman would even argue that the Federal Re- 
serve banks are entitled to it. The amount of money that 
the member banks put up they will get dividends on, and 
the amount of money that the Government puts up the 
Government will get dividends on, and this money, really, 
the Government of the United States should get dividends 
on instead of the Federal Reserve banks; and I respectfully 
submit that this amendment should be defeated. 

Mr. STEAGALL. Mr. Chairman, I do not regard this 
amendment as in any sense vital to this legislation. 

This is the situation. The present law provides that the 
12 Federal Reserve banks shall set aside in a surplus fund 
all their net earnings until the fund equals the amount of 
its subscribed capital stock. This amount they have on 
hand. They paid this year into the Treasury something 
over $2,000,000, as I remember. 

The bill provides that the amount of one half of the sur- 
plus of the 12 Federal Reserve banks shall be subscribed by 
the Federal Reserve banks for stock in the deposit insur- 
ance corporation. Originally the bill was drawn so as to 


1933 


omit the Federal Reserve stock from the provision which 
permits the payment of dividends on stock in the deposit 
insurance corporation. This was done because of the fact 
that we formerly provided that hereafter all the earnings of 
the Federal Reserve banks should go into a surplus fund, 
leaving nothing for the Treasury. At the instance of gen- 
tlemen who opposed this, and without the slightest violence 
to my own feeling about the matter—and to be frank about 
it, without the slightest effect whatever on the practical re- 
sults—I agreed to this amendment and it was adopted. 

I may say, in passing, that at the rate which the 12 Fed- 
eral Reserve banks are now earning profits under existing 
law, it will be sometime before there will be anything left 
for the Treasury, but having taken half of the surplus of the 
Federal Reserve banks which they were permitted to ac- 
cumulate under unqualified, lawful authority, having taken 
away their surplus, I do not think it is unreasonable or 
destructive to permit them to share in the earnings of the 
deposit insurance corporation and receive dividends on the 
amount of the stock invested by them if, happily, we are 
to have substantial dividends to the stockholders of the 
deposit insurance corporation. 

Mr. PATMAN. Will the gentleman yield for a question? 

Mr. STEAGALL. Certainly. 

Mr. PATMAN, I will ask the gentleman if it is not a 
fact that if the Federal Reserve member banks had paid 
their 6-percent assessment or had paid in the amount they 
are required under the law to subscribe, they would now 
have $321,000,000 capital stock instead of $160,500,000, and 
this surplus would not be needed at all, and the only reason 
they ask that this surplus that has been accumulated be 
arrested or captured before it gets to the Treasury is that 
they have not paid in the other half of their capital stock 
and they are using the Government’s money to take its 
place? 

Mr. STEAGALL. I will say to the gentleman that I have 
never believed that the Federal Reserve banks needed the 
entire amount of surplus they have been permitted to ac- 
quire. I may say to my friend that for 10 years I have 
introduced bills providing for an administration upon the 
earnings of the Federal Reserve banks and the payment into 
the Treasury of such portion of the earnings as of right 
ought to go into the Treasury, and to distribute the balance 
of the earnings of the Federal Reserve banks among their 
member banks, out of which the profits of the System are 
made. But that subject is broad enough for a separate bill. 

I regard it all as an insignificant detail in connection with 
the bill now under consideration. 

Mr. ROGERS of Oklahoma. Will the gentleman yield? 

Mr. STEAGALL. Certainly. 

Mr. ROGERS of Oklahoma. I just want to ask the gen- 
tleman this question. Since it is not vital, will it not be all 
right to leave it in, because it will not affect the bill very 
much one way or the other? 

Mr. STEAGALL. It will not destroy the bill if it is 
changed, and it will not harm anybody if it remains as it is. 

Mr. ROGERS of Oklahoma. I was quite sure the gentle- 
man felt that way about it, and that is the reason I asked 
the question. 

Mr. MARTIN of Colorado. Mr. Chairman, I should like to 
be recognized for 1 minute to ask the gentleman a question. 

Mr. STEAGALL. I yield to the gentleman. 

Mr. MARTIN of Colorado. What becomes of the dividends 
on this class B stock? Is it a donation to the insurance 
fund? 

Mr. STEAGALL. If there are no dividends allowed, half 
of the surplus of the Federal Reserve banks will go into the 
deposit insurance corporation as a contribution. In other 
words, it is a subscription to stock that stands without any 
right of revocation or any right to dividends. 

Mr. MARTIN of Colorado. In other words, this class B 

system. 


stock is a pure donation to the insurance 
Mr. STEAGALL. Yes. 
Mr. PATMAN. Will the gentleman yield? 
Mr. MARTIN of Colorado. Yes, 
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Mr. PATMAN. May I say that the $150,000,000 will be a 
donation from the surplus fund of the 12 Federal Reserve 
banks, which really belongs to the Treasury. 

The CHAIRMAN. The time of the gentleman has ex- 
pired, and the question is on the amendment offered by the 
gentleman from Pennsylvania. 

The question was taken, and the amendment was re- 
jected. 

Mr. HOEPPEL. Mr. Chairman, I offer the following 
amendment. 

The Clerk read as follows: 

Page 50, line 9, strike out the figures “$150,000,000 ” and insert 
in lieu thereof “ $1,000.” 

Mr. HOEPPEL. Mr. Chairman, if gentlemen will read 
this section they will see that it takes $150,000,000 from the 
Public Treasury. When we voted to protect the national 
credit, we were told that the house was on fire. We voted to 
cut the veterans, and the wages of Federal employees, and 


vet here we are providing $150,000,000 to be taken from 


the Treasury in order to give the private bankers of Amer- 
ica a guaranty on bank deposits. 

If the Government is justified in entering the guaranty- 
deposit business, it is equally justified in entering the bank- 
ing business. I understand from the gentleman from Texas 
that the Government is providing two thirds of the guar- 
anty. In other words, the Government is going to guarantee 
deposits. Why should not the Government have some stock 
in the banks? If it did, there would be no necessity of 
a guaranty provision. 

We have been exceptionally liberal to the banks of Amer- 
ica, and that liberality has been reflected parsimoniously 
on the people of the country. 

The first bill I voted for was to give the banks $2,000,000,- 
000 at practically no interest, on the urge of the President 
that an emergency existed. We have in addition given to 
the banks through the Reconstruction Finance Corporation 
$1,122,000,000; and through the Postal Savings we have given 
the banks another billion or more. 

All we are doing is making contributions to the bankers 
and doing nothing for our unemployed citizens. 

Congress is not the only one culpable—the various legis- 
latures of the States seem to be doing the same thing. I 
have a letter from California, my own State, advising me 
that the legislature enacted a law protecting building-and- 
loan associations. 

Under the new law I may be compelled to wait 8% years 
before I can secure the return of my modest passbook 
account. 

We are doing everything to protect the bankers and noth- 
ing to relieve the mortgagors and men out of employment. 
If we wish to do the proper thing for the people, we should 
give the bankers a fair deal; but at the same time we 
should enact a moratorium so that the unemployed and 
others will be protected against the loss of their homes. 

The building-and-loan associations state that the pro- 
visions with relation to the recently enacted home-loan bank 
will be of no benefit to them. The mortgagees will not ac- 
cept the benefits of the act. Our citizens are going to lose 
their homes. 

I hope that the chairman of the committee will be a little 
more liberal in this matter and help protect the taxpayer 
and bring relief to the unemployed. 

I may vote for this guaranty bill, although it seems to me 
like a nice, rosy, well-polished apple. It looks nice, but I am 
afraid that there are defects inside—that it is rotten at the 
core. [Laughter.] I may vote for it, but it will be a strain 
on my conscience to do so. [Laughter and applause.) I am 
hoping that the time will come when the chairman of this 
committee will bring in a humanized bill which will protect 
the interest of all the people and not one solely for the 
bankers. 

Mr. FULLER. Mr. Chairman, it certainly is amusing to 
hear such an argument as that just listened to. It is abso- 
lutely ridiculous for men who claim to be business men, who 
claim to represent constituencies that are composed of busi- 
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ness men, to listen to such utter absurdities. It is said that 
we are giving the big bankers of the country a big benefit 
because we allow these bankers to act as depositories for 
post-office money, 

Mr. HOEPPEL. Mr. Chairman, will the gentleman yield? 

Mr. FULLER. In a moment. There is not a bank in the 
United States that is making any money by reason of being 
a depository for post-office money. I will tell you how it 
happens. I happen to be the president of a small bank. It 
was wished on me after I came here. The banks were failing 
over all the country and the boys elected me president of 
this bank, and I have never found an opportunity to resign. 
I do not know much about banking, but mine is standing up. 
This bank has stood the acid test. We wanted to be a 
depository for post-office money. 

Mr. HOEPPEL. I wish the gentleman would advise us 
what ladies’ aid society he belongs to. 

Mr. FULLER. None.. Banks make no money off postal 
savings. They buy bonds, mostly Government, drawing a 
small rate of interest, and these are deposited as security 
for the postal savings. Then these banks must pay 2½ per- 
cent on the postal savings, and thus make nothing out of 
these Postal Savings deposits. 

Mr. HOEPPEL. I am not speaking for the banks, I am 
speaking for the American people. If you examine the 
records, you will find that postal deposits have increased 
over 1,100 percent since the bank holiday. 

Mr. FULLER. And they have a gentleman like you in 
Congress who just got out of a Republican post office and 
came here on the Democratic landslide and occupies a seat 
on the Democratic side. You do not know what it is to go 
along with this Democratic administration. The only time 
anybody ever knew of you voting with the administration 
was when you voted for beer; and if you did as you should, 
you would go over to the Republican side where you right- 
fully belong. [Laughter and applause.] 

Mr. HOEPPEL. Mr. Chairman, will the gentleman yield? 

Mr. FULLER. No; I do not want to hear any more. I 
cannot spend a lot of time in 5 minutes shooting cannon 
balls at a canary bird. [Laughter and applause.] 

Mr. HOEPPEL. But I have a cannon ball to shoot at 
you. Why do not you yield? 

Mr. FULLER. It is not the big banks that want security 
or guaranty. None of them wants it. It is the people who 
are demanding this law. 

Mr. HOEPPEL. Will the gentleman yield? 

Mr. FULLER. No. 

Mr. HOEPPEL. What about Dawes getting charity? 

Mr. FULLER. Who? 

Mr. HOEPPEL. Dawes, the man with the friendly pipe. 
He borrowed $90,000,000, and we will lose at least $30,000,000 
on the securities. 

Mr. FULLER. I expect that is true, but it has nothing to 
do with the merits of this bill. What we are trying to 
do is to correct the American banking system so that we 
can regulate the banks. I am amused at other Members 
on this side of the House who make every objection and 
every argument they can in criticism of this bill, especially 
the guaranty system. The gentleman from Texas says in 
his own State two thirds of the banks cannot qualify under 
this law. -This is an acknowledgment of their insolvency. 
If they cannot pass inspection and examination, they should 
not be permitted to take advantage of the guaranty feature. 
If they are not solvent, they should not be permitted to 
operate. Yet the people of his State and the people of 
America everywhere are demanding at the hands of Con- 
gress that we give them a guaranty bank system. The 
only way that we can do that is for the Federal Govern- 
ment to get back of it all. I say to you that two thirds 
of this money is not being contributed by the Federal 
Government. 

Mr. HOEPPEL. Will the gentleman yield? Mr. Parman 
is a Democrat. 

Mr. FULLER. Yes; and he is a good one, and he is going 
to be regular, and he will vote for this bill. He is all right. 
You need not worry about Parman. He will go along with 
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this measure and the administration. They say that these 
little banks are insolvent and cannot come into this System. 
Then they should cease to operate. The Government can- 
not afford to guarantee insolvent banking institutions. If it 
did, the guaranty would prove a failure and almost bankrupt 
the Government. The deposits should not be guaranteed in 
any bank which cannot stand examination. 

This panic, causing general bank failures, has caused 
the people to lose confidence in banks. The best way to 
restore that confidence is to examine strictly and regulate 
banking and guarantee the deposits of all banks sufficiently 
solvent to pass a rigid examination. We should make it 
impossible for banks to accept deposits, fail, and pay only a 
small percentage. [Applause.] 

The CHAIRMAN. The time of the gentleman from 
Arkansas has expired. The question is on the amendment 
offered by the gentleman from California. 

The amendment was rejected. 

Mr. GOLDSBOROUGH. Mr. Chairman, a few moments 
ago an amendment was adopted which read like this: 

One of whom, selected by the third, shall be chairman of the 
Corporation. 


Since that time, by an amendment offered by the gentle- 
man from Texas, which was adopted, that no. 3 has been 
changed to 4, so that the previously adopted amendment 
has no meaning. I ask unanimous consent that that previous 
amendment which I have just read be stricken out. 

The CHAIRMAN. Is there obejection? 

There was no objection. 

Mr. GOLDSBOROUGH. I offer an amendment, Mr. 
Chairman. 

The Clerk read as follows: 

Amendment offered by Mr. GoLpseorovcH for the committee: 


Page 49, line 20, after the word “President”, insert: “one of 
whom shall be chairman of the Corporation.” 


The CHAIRMAN. The question is on the amendment 
offered by the gentleman from Maryland [Mr. Go.ps- 
BOROUGH]. 

The amendment was agreed to. 

Mr. STEAGALL. Mr. Chairman, I move that all debate 
on this section and all amendments thereto do now close. 

The motion was agreed to. 

Mr. McGUGIN. Mr. Chairman, I move to strike out the 
enacting clause. 

Mr. Chairman, before we get to the next section of 
this bill and before the gentleman from Texas [Mr. Par- 
MAN] will have an opportunity to offer his amendment 
thereto there are some things I wish to bring before the 
Membership of this House. 

There seems to be a prevailing idea that those of us who 
are opposing this bill or parts of it in its present form are 
unduly stubborn in our position. 

I have some communications which I should like to bring 
to the attention of this House. Our position is based upon 
the proposition that we believe sincerely that this bill, 
placed in operation, is detrimental to the welfare of the 
country banks. 

I hold in my hand a letter from Hon. H. W. Koeneke, bank 
commissioner of the State of Kansas. The banks out in 
the agricultural section have become very apprehensive in 
this matter. Mr. Koeneke tells me that as a result of a 
certain conference of Kansas bankers, a meeting was called 
in Des Moines, Iowa, and at that meeting there attended 
as representatives from the various agricultural States bank 
commissioners, representatives of the State banking de- 
partments, presidents, secretaries, and chairmen of the legis- 
lative committees., Mr. Koeneke would have been here at 
this time as a representative of the State banking depart- 
ments of 14 agricultural States, except that he met with an 
automobile accident on his way to Washington. 

Speaking of the Des Moines meeting, he has this to say: 

This meeting was attended by more than 40 representatives from 
14 Midwest States, consisting of the following States: Arkansas, 
Illinois, Indiana, Iowa, Kansas, Michigan, Minnesota, Missouri, 
heap North Dakota, Ohio, Oklahoma, South Dakota, and 
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At this meeting the proposed national legislation was thoroughly 
discussed, and the consensus of opinion of the entire group was 
that we should not stand idly by and permit the enactment of 
Federal legislation which would be detrimental to the individual 
unit banks throughout these agricultural States. 


I hold in my hand a telegram which I received this morn- 
ing from the president of the Kansas Bankers Association: 


Kansas bankers, State and National, in convention at Salina, 


_ May 17, expressed by resolution strong opposition to the features 


of the Glass-Steagall bill. One being concerned chiefiy over provi- 
sions which would inevitably operate to annihilate fully 400, or 
more than half, of existing Kansas banks now opened and serving 
well their respective communities. The convention urged strongly 
the preservation of the dual system and maintenance of present 
capital limitations for existing banks and admission of State banks 
thereunder to the Federal Reserve System. 

Now, under the present law, State banks in towns of under 
3,000 people can enter the Federal Reserve with $25,000 
capital. When you pass this bill any bank in any size town, 
even if it only has a hundred people, must have a minimum 
capital stock of $50,000. Pass this bill; and if a bank is 
located in a town of over 6,000, it must have a capital of 
$100,000 in order to enter the Federal Reserve. Study this 
bill as you may, and you can reach but one logical conclu- 
sion, and that is that in the end no bank is safe unless it 
ultimately qualifies and enters the Federal Reserve System. 
In fact, it is the purpose of the bill to force all banks into 
the Federal Reserve. 

I should like to go along on a bill which would provide 
for the guaranty of deposits. The country bankers of Kan- 
sas want to do that. The banking departments of the 14 
agricultural States want to do that, but you have not given 
them that kind of bill. This bill discriminates against them. 
I protest against the wrong about to be done to the small 
country unit banks. 

The CHAIRMAN. The time of the gentleman from Kan- 
sas (Mr. McGucrn] has expired. 

Mr. STEAGALL. Mr. Chairman, I have been in this 
fight for 15 years to accomplish this reform on behalf of 
independent community banking in the United States, and 
the passage of the legislation during all these years has been 
defeated by messages flooding Congress from bankers such 
as those just read. Many of those bankers, guided by 
short-sighted, selfish interests, did not even understand at 
times the purport of the legislation under consideration. 
No doubt the messages that have been read were predicated 
upon the bill introduced in the Senate. 

Some of the advocates of bank-deposit insurance at this 
time favor restricting such insurance to member banks of 
the Federal Reserve System. I am as much opposed to that 
as is the gentleman from Kansas [Mr. McGuerm]. The Con- 
gress passed last year a bill setting up a plan for insuring 
bank deposits, and we incorporated in that bill a method 
for the admission of State banks upon the same terms and 
conditions that had to be met by member banks of the 
Federal Reserve System. This bill has incorporated in it 
almost every suggestion that any advocate of the interests 
of State nonmember banks has seen fit to offer to safeguard 
the System against discrimination as between the two classes 
of banking. 

I know the service that has been rendered by the small 
community banks. They constitute the pillar of the finan- 
cial and economic structure of this country. 

Mr. McGUGIN. Will the gentleman yield? 

Mr. STEAGALL. And the figures that have been read 
on this floor by the gentleman from Kansas [Mr. McGuern] 
and by others relating to the number of bank failures in 
the United States, and the comparative figures relating to 
the two systems in the reports of bank failures, do not tell 
the whole story. 

The records show while there is a far greater number— 
practically one and one half times as many—of State non- 
member banks than there are member banks of the Federal 
Reserve System, and while deposits in State nonmember 
banks far exceed the deposits in member banks, the records 
show that there is slight difference between the amount of 
deposits that have been tied up by bank failures in member 
banks and nonmember banks of the Federal Reserve System. 


Mr. McGUGIN. Mr. Chairman, will the gentleman yield? 

Mr. STEAGALL. Not for the moment; I will a little later. 
I have the figures which show during the 10-year period 
from 1921 to 1931 that the total number of deposits tied 
up in nonmember banks were a fraction less than the de- 
posits tied up in member banks that failed. I have the 
figures for 1931. They tell the same story, comparatively. 
I have the figures showing the distress that has come upon 
the country and the conditions that have arisen because of 
the failure of large banks, of chain banks, and branch banks. 
I am not going to take the time to read these figures. 

[Here the gavel fell.] 

Mr. STEAGALL. Mr. Chairman, I ask unanimous con- 
sent to proceed for 2 additional minutes. 

The CHAIRMAN. Is there objection to the request of 
the gentleman from Alabama? 

There was no objection. 

Mr. STEAGALL. I shall incorporate the figures in my 
statement. 

No man is more concerned about preserving the inde- 
pendent community banks in the United States than I am. 
The same statement is true of the members of this com- 
mittee, who have stood together in this House and defeated 
for years all efforts to undermine independent community 
banks. We have beaten back the effort that has been made 
to unify the banking system and to set up centralized bank- 
ing. We have made this fight through the years, and this 
bill is the culmination of that struggle. 

This bill will preserve independent, dual banking in the 
United States to supply community credit, community serv- 
ice, and for the upbuilding of community life. That is what 
this bill is intended to do. That is the purpose of this bill; 
that is what the measure will accomplish. 

In addition to the deposits insurance provisions which 
have been discussed and which I think the Members of this 
House favor, and which I know the citizenship of this coun- 
try desires, I may say that the measure represents years of 
effort of a great Senator who wishes to restrict commercial 
banking and the great Federal Reserve System to service of 
the public interest. Everybody now regards these regula- 
tory provisions as wise and constructive. 

Besides these provisions and the plan for insuring de- 
posits, we are setting up a great fund with resources of 
something like $2,000,000,000 to be used for the purpose 
of relieving the distress caused by the wave of bank failures 
that has come upon us in recent years. We pray God these 
experiences will never be repeated in the United States, and 
they will not be repeated if the Congress is alive to the 
responsibilities and duties of this hour. 

If there were nothing else in this bill, the plan for 
making loans upon the assets of closed banks for the pur- 
pose of enabling communities that have their deposits tied 
up in failed banks to realize a portion of the value of those 
deposits would alone make this bill one of supreme 
importance. 

Mr. Chairman, I think I know that it is unnecessary to 
argue with this House against the motion to strike out the 
enacting clause of this bill. [Applause.] 

The CHAIRMAN. The question is on the motion of the 
gentleman from Kansas. 

The question was taken; and on a division (demanded by 
Mr. Goss) there were—ayes 1, noes 148. 

So the motion was rejected. 

The Clerk read as follows: 

Sec. 302. (a) Any State bank or trust company, not a member 
bank of the Federal Reserve System, with the approval of the 
State authority having supervision of such bank or trust company 
and certification to the Corporation by such authority that such 
bank or trust company is in solvent condition, after examination 
by, and approval of, the Corporation, shall be entitled to the privi- 
leges of this title upon agreeing to comply with ‘this title and 
upon subscribing to the same amount of stock as would be re- 
quired if such bank or trust company became a member bank. 
The Corporation is authorized to prescribe rules and regulations 
for the further examination of such bank or trust company and 
fix the compensation of examiners employed for such examination, 
All the provisions of subsections (e) and (f) of section 301 and 


of section 303 shall apply to such State bank or trust company 


and to its holding of such stock as if it were a member bank. If 
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at any time the board of directors of the Corporation is of opinion 
that any such State bank or trust company has failed to comply 
with the provisions of this title applicable to such State bank or 
trust company or that the continued participation by any such 
State bank or trust company is detrimental to the safe and eco- 
nomical carrying out of the duties of the Corporation under this 
title, the board shall give notice thereof to such State bank or 
trust company and, after hearing, the board may by order require 
the withdrawal of such State bank or trust company from partici- 
pation in the benefits of this title, which order shall become 
effective at such time, not less than 30 days after the issuance 
thereof, as the board may fix, and the Corporation shall pay to 
such State bank or trust company the amount paid for stock 
held by it (and its stock shall be retired and canceled). 

(b) In case any State bank or trust company, not a member of 
the Federal Reserve System, is prohibited by State law, or by the 
State authority, from complying with the requirement of subscrib- 
ing for stock in the Corporation pursuant to subsection (a) of this 
section, it shall be entitled to the privileges of this title upon 
complying with the other requirements of such subsection, and 
upon making a deposit in lawful money with the Corporation 
equal to the face amount of stock which it would be required to 
subscribe for if it became a member bank. The Corporation shall 
pay interest on any such deposit to the bank or trust company 
making such deposit at a rate equal to the rate of the dividend 
paid on stock of member banks. Such deposit shall be adjusted 
in like manner as holdings of stock in the Corporation by member 
banks are adjusted under subsection (f) of section 301. Upon 
insolvency of the State bank or trust company making the deposit, 
such deposit and accrued interest thereon shall be applied in the 
same manner as cash-paid subscriptions and dividends are applied 
under section 303. The provisions of the last sentence of sub- 
section (a) of this section shall apply to any bank or trust com- 
pany making such deposit, except that in lieu of payments by the 
Corporation to the bank or trust company of amounts paid for 
stock the Corporation shall return to such bank or trust company 
the amount of the deposit. 


Mr. GOLDSBOROUGH. Mr. Chairman, I offer a commit- 
tee amendment. 

The Clerk read as follows: 

Mr. GotpssornoucH, for the committee, offers the following 
amendment: Page 55, add a new sentence between what are now 
lines 3 and 4, as follows: “It is not the purpose of this subsection 
to discriminate in any way or manner against State nonmember 
and in favor of national or member banks, but the purpose is to 
provide all banks with the same opportunity to obtain and enjoy 
the benefits of this title. No bank shall be discriminated against 
because its capital stock is less than the amount required for 
eligibility for admission into the Federal Reserve System.” 

The CHAIRMAN. The question is on the amendment 
offered by the gentleman from Maryland [Mr. GoLDS- 
BOROUGH]. 

The amendment was agreed to. 

Mr. PATMAN. Mr. Chairman, I offer an amendment. 

The Clerk read as follows: 

Amendment offered by Mr. Patman: Page 54, line 2, after the 
word “ condition ”, strike out the following language in lines 2 and 
3: “after examination by and approval of, the corporation”; and 
on page 54, line 13, after the word “time”, insert the following: 
“After 1 year.” 


NATIONAL BANKS HAVE ADVANTAGE 

Mr. PATMAN. Mr. Chairman, under the terms of this 
amendment all State banks will automatically come into this 
insurance system in the same way and manner that national 
banks and member banks of the Federal Reserve System 
have come in. 

When this law is passed there will be no examination of 
national banks or member banks. I see no reason why we 
should not permit the State banks to come in under the 
same terms and conditions, with the understanding that 
they shall have a year before any examination of any kind 
will be required. We are hopeful that during this period of 
time commodity prices will come back and other prices will 
come back and the State banks can qualify under this system 
the same as the national banks can qualify. If they do not, 
no bank will be any good. It is all dependent entirely upon 
this condition. 

REASONABLE AMENDMENT 

So I see no reason why this amendment should not be 
adopted. It is reasonable. We are using the Government’s 
money in order to pay an insurance premium for banks. 
Should the Government spend money to pay two thirds of 
the insurance premium just to protect 6,000 banks or should 
we pay the premium for all the 18,000 banks in the couniry, 
the State banks as well as the national banks? 
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I invite your attention to the CONGRESSIONAL RECORD of 
Saturday. I inserted a table which gives the number of 
State banks in each State in the United States and also the 
deposits in the banks of each State. This is shown at page 
3841 of the RECORD. 

There are 6,011 national banks and there are 12,379 State 

In order that you may know how it will affect certain 
States, for instance, the State of the gentleman from Wis- 
consin has 654 State banks that cannot go into this system 
unless and until they are certified by the supervisor and an 
examination is made and this board passes upon them. 
Until that time 127 national banks in the gentleman’s State 
will have every advantage. 

In the State of Kansas there are 209 national banks, but 
625 State banks. Maryland, 140 State banks and only 68 
national banks; in Kentucky 108 national banks, but 362 
State banks; in Alabama 77 national banks, but 158 State 
banks; Texas, 483 national banks and 540 State banks. 

Will it be right to say to the 77 national banks in Ala- 
bama, the gentleman’s home State, that they shall auto- 
matically come into this system and the Government is 
going to pay their premium, except what the depositors pay, 
but that twice that number of banks, or 158 State banks, 
are going to be excluded unless and until they can qualify 
according to the rules and regulations that are laid down 
by this board of five members. 

In the State of Arkansas there are only 52 netional banks, 
but 220 State banks, 

If you pass this bill as it is, you will use the Government's 
money to protect deposits in national banks aggregating 
$16,000,000,000, but you will exclude from any protection 
of any kind whatsoever deposits in State banks amounting 
to $25,541,000,000. 

I should like to know what excuse can be given for using 
the Government’s money to pay an insurance premium just 
for the protection of one third of the banks of this country. 

Mr. GOSS. Will the gentleman yield? 

Mr. PATMAN. I will be pleased to yield to the gentleman. 

Mr. GOSS. If the gentleman’s amendments are adopted, 
does the gentleman think the sum of $150,000,000 will be 
large enough? 

Mr. PATMAN. It will be much more than that. It will 
be $150,000,000 from the Government, it will be $150,000,000 
from the Federal Reserve banks’ surplus fund, which really 
belongs to the Government, and then it will be one half of 
1 percent of the deposits, which will amount to from $200,- 
000,000 to $350,000,000, instead of just the $150,000,000, if you 
put in only the national banks. 

[Here the gavel fell.] 

Mr. TRUAX. Mr. Chairman, I rise in opposition to the 
amendment. 

Mr. Chairman, I want to say to you that in my State of 
Ohio the State banking department has not only the little 
bank to supervise but many of the large financial institu- 
tions as well. 

But during the past 2 years no more sordid tales have 
been written on the pages of history than that of misman- 
agement, criminal blindness by the State bank departments 
in examinations of our banking and financial institutions. 

In the campaign of 1932 the Governor of our State, George 
White, boasted that at last they had secured the greatest, 
most efficient State superintendent of banks in the world. 
They said that this man had not been selected for political 
preferment, but that his name had been suggested by the 
big bankers of Cleveland. 

And that was true, but now the chickens have come home 
to roost. The failure that rocked the State was that of 
the Union Trust Co., of Cleveland, and the Guardian & Sav- 
ings Trust Co., of Cleveland. These men had suggested the 
name of Ira G. Fulton as the man to be named as State 
superintendent of banks. 

Woven into this tale is the story of the Van Sweringen 
brothers, owners of many railroads, and Cyrus K. Eaton, the 
man who started Sam Insull on the downward path—all 
dreamed of a world empire. 
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The projects of these super crooks of the twentieth cen- 
tury were financed by the Union Trust Co. That is typical 
of their selfishness and greed—they wanted a world empire 
which emanated in the minds of Eaton and the Van 
Sweringens—they wanted it to become their own little 
baby. They wanted it all, and after the crash, or rather 
before it, the holding company was born, known as the 
Western Reserve Mortgage Co. They pooled all their 
mortgages in that holding company—many of them of no 
market value and not worth the paper they were written on. 

Thanks to the former Speaker of this House, JACK GARNER, 
and the present Speaker, Henry T. Ramey, publicity had to 
be given to all loans made by the Reconstruction Finance 
Corporation, and these gentlemen borrowed $25,000,000 
under the name of the Western Reserve Mortgage Co. 

I want to tell you gentlemen that this company which 
robbed widows and orphans of trust funds which had been 
left to them were under the supervision of this banking 
superintendent, Ira G. Fulton. 

When the gentleman from Kansas was talking about the 
State bank department of Ohio objecting to this provision 
in this bill it made me stronger than ever for the bill. I 
want to commend this committee for their labor on the bill, 
and for having the courage and the guts to at last recom- 
mend to Congress a bill that will guarantee deposits of 
people's money in these banks. [Applause.] 

Gov. George White’s indifference to the cry of robbed 
depositors of defunct banks was first registered when the 
Standard Trust Co. of Cleveland, Ohio, closed its doors in 
December 1931. This institution was founded upon the say- 
ings of the members of the Brotherhood of Locomotive Engi- 
neers throughout the United States and Canada, and the 
savings of the members of kindred labor organizations in 
northern Ohio. 

Shortly after the failure of this institution, through the 
influence of Governor White, one Maurice Bernon, an osten- 
sible power in the Democratic organization of Cleveland was 
appointed liquidating agent in charge of this bank, despite 
the fact that the records disclosed at the time that Mr. 
Bernon and his brother had secured from the Standard 
Trust Co., shortly before it failed, the sum of $25,000 on a 
nonsecured note. As liquidating agent, this individual drew 
several thousands of dollars in fees before he resigned, about 
6 months ago, not one cent of which was applied to offset 
his indebtedness to this bank. 

A trail of ruined homes and suicides followed as a result 
of the defalcations of the president and officers of this bank. 

During the process of liquidating a certain law firm in 
Cleveland, contrary to all established law, by court action 
set off certain fees due them for legal services performed for 
this bank against their double liability as stockholders due 
to this institution under the law. ; 

This action was so reprehensible that protests from the 
newspapers and depositors were forwarded to Governor 
White urging him to cause an independent investigation of 
the action of this law firm. Instead of responding to the 
appeal of the robbed depositors, Governor White passed the 
buck by asking the Cleveland Bar Association to make the 
investigation. To date no report has been made. 

At the present time the members of the Brotherhood of 
Locomotive Engineers and other depositors are eagerly wait- 
ing action by the prosecutor of Cuyahoga County looking to 
the indictment of those who were responsible for the failure 
of this institution, and who long ago should have been behind 
prison bars. 

In Ohio the State banking department for the past sev- 
eral years has been nothing but a political machine for the 
Governor who happens to be in power. During the third 
term of Governor Vic Donahey, 1927-28, it was discovered 
that all was not well with the State banking department, 
and the resignation of the superintendent was “ accepted.” 
An efficient and faithful employee of the department was 
then elevated to the superintendency by Governor Donahey. 
With the retirement of Governor Donahey on January 14, 

1929, the incoming Governor reverted to the spoils system 
and a political appointment was made. Governor Cooper’s 
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administration lasted one term only, being followed by Gov. 
George White, a Democrat, who was inaugurated in January 
1931. 

The political set-up in the State banking department 
under Governor White was intensified to the nth degree for 
the sole purpose of building up a political vehicle in which 
Governor White could ride into a second term as Governor 
and thence to the United States Senate, George White, him- 
self the head of a large banking institution in his home city 
of Marietta and a director of the Tidewater Oil Co. 

During the first term of the Governor many State banks 
collapsed, but thanks to his political henchmen, appointed 
to positions of trust and responsibility, the mess was covered 
up so that a good front could be made in the election cam- 
paign of November 1932. During that campaign Governor 
White and his high priest of banking and finance, Hon. 
Theodore Tangeman, director of commerce, traveled around 
the State in State-owned airplanes and automobiles and 
boasted that in Ohio the banks had been saved—the crisis 
was over—the banking problem had been solved for all time 
because of the masterful judgment and unexampled execu- 
tive ability of George White, the Governor, and Theodore 
Tangeman, the director of commerce, and Ira G. Fulton, the 
State superintendent of banks. 

So great was the egoism of the first two named that they 
boasted in public addresses of the unique manner in which 
their scintillating jewel of all State bank superintendents, 
Mr. Ira G. Fulton, had been discovered. Admitting that 
practically all other appointments, including the cabinet 
members, had been named by the political bosses, Brunner, 
Gongwer, Pyke, Leonard & Co., they fearlessly asserted that 
Ira G. Fulton was selected by the big bankers of Cleveland 
as the outstanding bank expert in Ohio, the one man to 
bring light out of darkness, who could bring order out of 
chaos, and who could, as if by magic, clear the muddy waters 
of the tangled and stinking bank cesspool in Ohio. 

So elated did the pair, White and Tangeman, become be- 
cause of the glib mess of pottage that had been swallowed 
by the unsuspecting voters at the November 8 election, hook, 
line, and sinker; so swollen did the head of the governor 
then become and so pronounced his well-known asininity 
manifested itself, that forthwith and then did he declare 
himself to be a full-fledged candidate for President of the 
United States. No more amusing picture has ever im- 
printed itself on the pages of history, no more ludicrous was 
the attempt of Don Quixote to charge the windmill, than 
was the abortive campaign of George White for the presi- 
dency of the United States, climaxed by the now-famous 
caucus of the Ohio delegation in the Chicago convention 
after nomination had been made of the greatest President 
this country has ever known, Franklin D. Roosevelt. 

Now the chickens are home to roost, the biggest bank 
collapse in Ohio is that of the Union Trust Co., of Cleve- 
land. The officials of this bank were among those who rec- 
ommended Ira G. Fulton for State banking superintendent. 
With the collapse of this huge financial institution it now 
develops that no greater example of twentieth century 
piracy, no more shining illustration of banks’ being looted by 
bankers themselves will ever befoul the pages of banking 
history than the looting of the sacred funds and trusts of 
fathers and widows to their children and their children’s 
children than the sacking and pillaging of the Union Trust 
Co. by those who were supposed to be the watch dog of its 
funds. 

Like a story from the Arabian Nights it unfolds: The Van 
Sweringen brothers, originally smooth-tongued real-estate 
operators, after successfully developing the Shaker Heights 
addition to Cleveland, like Napoleon, longed for new and 
bigger worlds to conquer. They directed their attention to 
two streaks of rust, a right of way, a few cars and anti- 
quated locomotives, officially known as the Nickel Plate 
Railroad, and amazing though it seems, transformed this 
line into a modern, profitable enterprise. Then, com- 
mendable as it is, the Van Sweringen boys dreamed of a new 
and greater Cleveland to be known as the Union Terminal 
Development, the hub of which was a mighty skyscraper 
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containing hundreds of offices. The Union Trust Co. was 
the white angel that made these vast projects of the Van 
Sweringens possible by financing the project with not only 
depositors’ money, but those who had left their all with this 
supposedly Gibraltar of finance to administer safely, hon- 
estly, and wisely, their incomes to their posterity. 

Then along came Cyrus K. Eaton, who in dreams of world 
power and wealth towered above the puny Van Sweringens, 
as Saul towered above his brethren. Eaton it was who con- 
ceived the creation of Continental Shares, Inc., a bucket 
shop extraordinary, having as one of its directors the young 
David S. Ingalls, Assistant Secretary of the Navy under 
President Hoover, and defeated Republican candidate for 
Governor of Ohio in 1932. Eaton, Ingalls, and their Con- 
tinental Shares Co. started that supercrook of all times, 
Samuel J. Insull, on the downward path to ruin. They 
bought so many shares of Middle Western Securities, an 
Insull subsidiary, that Insull was forced to go into the open 
market and buy them back at enormously advanced prices. 

Cyrus Eaton and David Ingalls controlled Otis & Co., 
the largest investment and speculative brokers in Ohio, who 
were also drawn into the net and now are compelled to con- 
fine their business strictly to the handling of legitimate in- 
vestment securities. Eaton, still dreaming of a world em- 
pire, reached out his greedy hand and tried to corner the 
stock of the Youngstown Sheet & Tube Co., but the directors 
of these two great corporations, craftier than Eaton, and 
guided by the great legal mind of the Hon. Newton D. Baker, 
immediately announced a coming merger with Bethlehem 
Steel Co. and Charlie Schwab. Eaton was forced to go into 
the open market and buy stock for as high as $180 a share 
to prevent the merger with Bethlehem. 

During the melee and mad spree with other peoples’ 
money, the Allegheny Corporation, a holding company, was 
formed to pool stocks and assets for the Van Sweringens’ 
railroads, terminal development projects, and real estate. 
The point which interests us is the Union Trust Co., with 
characteristic hoggishness and greed of the big bankers, 
wanted this sweet little child of world empire, conceived in 
the minds of the Van Sweringens and Eaton, for their own 
baby. They financed these modern Captains Kidd to the 
limit. 

In the meantime, directors of the Union Trust Co. had 
borrowed huge sums upon their personal unsecured notes. 
The financial institutions were milked and the depositors 
ruined. 

The sequel to this gruesome story of frenzied finances is 
known to every American citizen who reads the newspapers. 
Insull fled to Greece with his ill-gotten millions, Eaton took 
what was left of Continental shares to Canada, where he 
has a holding company in the name of his wife and family. 
There his ill-gotten millions repose to enable him, like In- 
sull, to live like a king upon the spoils stolen from broken- 
hearted men and women, who were once high in the financial 
and industrial world, and helpless widows and orphans who 
hold the bag. 

Do not forget that the Union Trust Co., Guardian Trust 
Co., and more than 200 State banks have collapsed and 
fallen down under the administration of Governor George 
White and under the mismanagement of his superintendent 
of banks, Ira G. Fulton. Protests and complaints have 
poured in to the governor by hundreds. Demands for Ful- 
ton’s removal reach him by the score. Threats of impeach- 
ment are heard freely, yet the governor moves on, un- 
perturbed, serenely, apparently secure in the thought that 
is typical in the mind of all big bankers, namely, government 
of, by, and for bankers. 

Mr. STEAGALL. Mr. Chairman, I am sure the gentleman 
from Texas [Mr, Patman] does not want to destroy the re- 
sults of the enormous labors expended in connection with 
this bill and which have brought us to this moment where 
victory and success seem about to crown our efforts. I am 
sure the gentleman understands that there have been many 
differing views as to the methods to be employed in setting 
up this plan for insurance of bank deposits. I desire to 
say to my friend that if we tear down the reasonable safe- 
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guards that are provided for the soundness and success of 
this plan, we shall endanger ultimate success. If this board, 
which is to be selected in accordance with the wishes of the 
gentleman himself and in accordance with the wishes of all 
of us who view this problem from the standpoint of utmost 
consideration for State banks, cannot be trusted to examine 
a bank honestly and fairly and decide whether it should be 
permitted to join other banks in the benefits of this corpo- 
ration, we may as well abandon the undertaking. Who will 
say that a bank that cannot pass a fair examination, 
whether its difficulties were due to crookedness, or incompe- 
tency, or unavoidable insolvency, should be imposed upon 
others who are to bear the burden? Banks that come in 
automatically are examined now under Federal authority. 

If the amendment were adopted, it would automatically 
exclude banks in a number of States that could not qualify 
at all and that the Board would have no right to admit, 
because some States have no examining authority. I can- 
not call the list now; but there are some. 

Mr. PATMAN. Mr. Chairman, will the gentleman yield? 

Mr. STEAGALL. Certainly. 

Mr. PATMAN. I wonder why the gentleman inserted in 
the bill the language: 

With the approval of the State authority having supervision of 
such bank or trust company. 

Mr. STEAGALL. We require that in States where they 
have examining authorities. Of course, any bank in a State 
that has examining authorities should prepare to submit 
a certificate of good character, but a number of States 
cannot submit those certificates and the banks of those 
States would be automatically excluded under the gentle- 
man’s amendment. 

Mr. PATMAN. Would it not be all right then if this 
amendment—— ` 

Mr. STEAGALL. I did not yield except for a question. 

Mr. PATMAN. Should provide, where they have no su- 
pervising authority, that then the board can pass upon 
them. 

Mr. STEAGALL. Mr. Chairman, I do not think the gen- 
tleman ought to keep splitting hairs and chasing shadows 
in an effort to delay the passage of this bill. This House, 
if I know its temper, desires this legislation. This problem 
has been worked out as best it can be worked out. I do 
not say that claiming the credit to myself, but it represents 
the combined judgment of the men who desire an honest- 
to-God system of mutual bank-deposit insurance in this 
country that will admit every bank that is worthy of ad- 
mission and that will give us a new start with a clean slate 
and dignify and elevate banking to a plane worthy of the 
banking system of this great Republic. [Applause.] 

The CHAIRMAN. The question is on the amendment 
offered by the gentleman from Texas. 

The question was taken; and on a division (demanded by 
Mr. Patman) there were—ayes 20, noes 88. 

So, the amendment was rejected. 

Mr. DIRKSEN. Mr. Chairman, I offer the following 
amendment, which I send to the desk. 

The Clerk read as follows: 

Amendment by Mr. Dmxsen: Page 54, line 6, after the word 
“bank”, at the end of the sentence, strike out the period and 
insert: “Provided, That any State bank or trust company not a 
member bank of the Federal Reserve System which shall have been 
certified by the State authority having supervision of such bank 
or trust company as in solvent condition and which shall have 
agreed to comply with this title and have subscribed for the 
amount of stock required by this title, shall be entitled to the 
privileges of this title pending examination by and approval of 
the Corporation.” 


Mr. DIRKSEN. Mr. Chairman, under the existing lan- 
guage of the bill, there are three requirements for member- 
ship under the benefits provided by the bill. First of all, a 
bank must get a certificate from the banking authority of 
its State. Second, it must be examined and approved by 
the corporation set up by this act. Third, it must subscribe 
to its quota of stock under this act. The amendment I pro- 
pose does not take away any one of those requirements. 
This amendment does require, first of all, the certification of 
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the banking authority in the State; second, the subscrip- 
tion to the required amount of stock; and then provides 
that such bank shall be entitled to the benefits of the act 
pending an examination and approval by the corporation. 

I am not insensible to the arguments against this amend- 
ment. It will be said that this is a proposal to bring banks 
within the provisions of this act and give them the benefits 
and privileges of this act before having been examined by 
the corporation herein set up. That is absolutely true; but 
Iam just a little alarmed by this fact: The former Secretary 
of the Treasury indicates that it will take approximately 12 
months or more for the corporation to make all the neces- 
sary examinations, before all banks that may apply can be 
properly approved. You can readily understand that in a 
town which has four or five banks it is quite possible to 
examine one bank and approve it and then go on to some 
other town and leave three or four banks in the first town 
that have not been approved under the provisions of this act. 

The result will be what? If you were a depositor in one of 
the other banks and the first bank was insured, you would 
take your money out of the uninsured banks and place it in 
the insured bank, because there is a transition period of 1 
year, and perhaps more, before the corporation can approve 
banks that will come under the purview of this title. I say 
there is a bit of danger, and I am alarmed about it. 

I confess that my dilemma, is about the same as yours. I 
have a score of State banks in my district. On the other 
hand, I have 60,000 or 70,000 depositors who are clamoring 
for bank insurance. Incidentally, we have been using the 
words “insurance” and “guaranty” interchangeably. I 
think we should be more careful about that. I do not look 
upon this as a guaranty but, rather, as insurance. But I say 
here are depositors on one hand and State banks on the 
other, serving agriculture, serving mining districts in my dis- 
trict, and I like to be a little solicitous about the State banks 
in my district. However, I am more interested in this tran- 
sition period which will be set up when they start approving 
the various banks under this title, because it is possible for 
depositors to rush from an uninsured bank to a bank that 
has been previously insured under this act and thereby pos- 
sibly disrupt the banking fabric in a great many cities. 

Mr. BROWN of Michigan. Will the gentleman yield? 

Mr. DIRKSEN. I will. 

Mr. BROWN of Michigan. Has the gentleman’s atten- 
tion been called to section 311 of the bill on page 75, in 
which it is provided that surveys shall be made by the 
President before the act goes into effect? 

Mr. DIRKSEN. That is not very conclusive. 

Mr. BROWN of Michigan. Well, that provision is made 
for a survey. It means a survey of State banks. 

Mr. DIRKSEN, But it does not make it particularly man- 
datory to confer the benefits of this act on any bank that 
has met two requirements and is willing to meet the third 
requirement as soon as the corporation can examine that 
bank. 

Mr. BROWN of Michigan. Does not the gentleman think 
the President will be fair to the State banks? 

Mr. DIRKSEN. Yes; but it is nothing more than lip 
service, as a matter of fact. 

I yield back the balance of my time, Mr. Chairman. 

Mr. STEAGALL. Mr. Chairman, I move that all debate 
on this section and all amendments thereto do now close. 

Mr. McGUGIN. I hope the gentleman will give me an 
opportunity to offer an amendment. 

The CHAIRMAN. The question is on the motion of the 
gentleman from Alabama [Mr. STEAGALL]. 

The motion was agreed to. 

The CHAIRMAN. The question is on the amendment 
offered by the gentleman from Illinois [Mr. DIRKSEN]. 

The question was taken; and on a division (demanded by 
Mr. DIRKSEN) there were ayes 28 and noes 51. 

So the amendment was rejected. 

Mr. McGUGIN. Mr. Chairman, I offer an amendment. 

The Clerk read as follows: 


Amendment offered by Mr. McGuern: Section 302 (a), page 53, 
Une 22, strike out subsection (a) and insert in lieu thereof: 


“(a) Any State bank or trust company, not a member of the 

Federal Reserve System, with the approval of the State authority 
having supervision of such bank or trust company and certifica- 
tion to the Corporation by such authority that such bank or trust 
company is in a solvent condition, shall be entitled to the privi- 
leges of this title upon agreeing to comply with this title and 
upon subscribing to the same amount of stock as would be re- 
quired if such bank or trust company became a member bank. 
Such State bank or trust co y shall thereafter continue to 
be entitled to the privileges of this title upon semiannually sup- 
plying the Board with a certificate of solvency from the proper 
State authority. All the provisions of subsections (e) and (f) 
of section 301 and section 302 shall apply to such State bank and 
trust company and to its holding of such stock as if it were a 
member bank. Any such State bank or trust company that fails 
or refuses furnish such semiannual certificate of solvency 
from the proper State authority shall by the Board be ordered 
to withdraw from participation in the benefits of this title, which 
order shall become effective at such time, not less than 30 days 
after the issuance thereof, as the Board may fix, and the Cor- 
poration shall pay to such State bank or trust company the 
3 paid for stock held by it (and its stock shall be retired 
an Ea 


Mr. GOSS. Mr. Chairman, I reserve a point of order. I 
want to ask the gentleman if in reality the language of this 
amendment 

Mr. STEAGALL. Mr. Chairman, a point of order. All 
debate on this section and all amendments thereto have been 
closed. 

Mr. GOSS. Very well. I am reserving the point of order. 
I want to ask if this amendment—— 

Mr. BYRNS. Well, Mr. Chairman, I make the point of 
order that that is getting around just what the House did 
a moment ago. 

Mr. GOSS. I am willing to make a point of order and 
take a chance on it. I make the point of order that the 
House has already passed upon this question, that the 
gentleman from Texas [Mr. Parman] made a motion to 
strike out line 2, “after examination by and approval of 
the corporation ”; and if I heard the reading of the gentle- 
man’s amendment correctly, it seeks to do the same thing by 
indirection which the House has already passed upon 
directly. - 

Mr. McGUGIN. Mr. Chairman, I wish to be heard on the 
point of order. 

The CHAIRMAN (Mr. McMann). The Chair is ready 
to rule. The point of order is overruled. 

The question is on the amendment offered by the gentle- 
man from Kansas [Mr. McGuern]. 

The amendment was rejected. 

The Clerk read as follows: 

Sec. 303. If any member pank shall be declared insolvent, the 
stock held by it in the Corporation shall be canceled, without 
impairment of the lability of such bank, and all cash-paid sub- 
scriptions on such stock, with its proportionate share of divi- 
dends not to exceed one half of 1 percent per month from the 
period of last dividend on such stock shall be first applied to all 
debts of the insolvent bank or the receiver thereof to the Cor- 


poration, and the balance, if any, shall be paid to. the popeye 
of the insolvent bank. 


Mr. McCLINTIC. Mr. Chairman, I offer an amendment. 

The Clerk read as follows: 

Amendment by Mr. McCLınTIC: Page 56, add at the end of the 
section the following: “ Provided, That in case of a bank failure 
no official connected with such institution shall in the future be 
eligible to obtain a bank charter or to be employed in any de- 
partment that has jurisdiction over banking activities.” 

Mr. LUCE. Mr. Chairman, I make the point of order that 
the amendment is not germane. 

The CHAIRMAN. The Chair will hear the gentleman on 
the point of order. 

Mr. McCLINTIC. Mr. Chairman, we are dealing with 
banking matters. We are trying to place in the bill pro- 
visions that will safeguard the people’s money, If this 
amendment is not germane, I do not see how one can he 
written that will be germane, because it deals specifically 
with the subject matter of this section and refers to insol- 
vent banks. 

The CHAIRMAN. Does the gentleman from Massachu- 
setts desire to be heard on the point of order? 

Mr. LUCE. No, Mr. Chairman; I rely upon the good 
judgment of the Chair. 
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The CHAIRMAN. The Chair feels that the amendment 
offered is not pertinent to the section under consideration. 

The Chair sustains the point of order. 

The Clerk read as follows: 

Sec. 304. Upon the appointment of all the appointive members 
-of the board of the Corporation, the Corporation shall become a 
body corporate and as such shall have power 

First. To adopt and use a corporate seal. 

Second, To have succession until dissolved by an act of Congress. 

Third. To make contracts, 

Fourth. To sue and be sued, complain and defend, in any court 
of law or equity, State or Federal. 

Fifth. To appoint by its board of directors such officers and 
employees as are not otherwise provided for in this section, to 
define their duties, fix their compensation, require bonds of them 
and fix the penalty thereof, and to dismiss at pleasure such officers 
or employees. Nothing in this or any other act shall be construed 
to prevent the appointment and compensation, as an officer or 
employee of the Corporation, of any officer or employee of the 
United States in any board, commission, independent establish- 
ment, or executive department thereof. 

Sixth. To prescribe by its board of directors, bylaws not incon- 
sistent with law, regulating the manner in which its general busi- 
ness may be conducted, and the privileges granted to it by law 
may be exercised and enjoyed. 

Seventh. To exercise by its board of directors, or duly authorized 
officers or agents, all powers specifically granted by the provisions 
of this section and such incidental powers as shall be necessary 
to carry out the powers so granted. 

Mr. McFARLANE. Mr. Chairman, I offer an amendment. 

The Clerk read as follows: 

Amendment offered by Mr. MCFARLANE: On page 57, in line 2, 
strike out the period after the word “employees” and insert the 
following: “ Provided, That no such officer or employee shall be 
paid more than $10,000 per annum: And provided further, That in 
no case shall any such officer or employee receive a salary at a rate 
in excess of the rate of salary paid for like or similar positions 
which are subject to the provisions of the Classification Act of 
1923, as amended, and the Civil Service laws and regulations.” 


LET US LIMIT THE SALARIES OF THE OFFICERS AND EMPLOYEES OF THE 
FEDERAL DEPOSIT INSURANCE CORPORATION 

Mr. McFARLANE. Mr. Chairman, this is an amendment 
similar to the amendment offered on yesterday to limit the 
pay or salary to be received by the officers or employees of 
the corporation set up under title I of the Federal Reserve 
Board. 

I want to call to your attention section 301 on page 50 
wherein you are limiting the pay to be received by the offi- 
cers of this corporation to $10,000 per annum, one of whom 
is a member of the Federal Reserve System, and to call 
your attention further to the fifth paragraph of section 304 
on pages 56 and 57 of the bill, the authority under which 
the board set up herein appoints and selects officers and 
employees to administer the act. 

Then I wish to refer you back to paragraph (L), section 
248, of the United States Code, which sets up the same pro- 
vision under which the Federal Reserve Board selects the 
officers and employees under the act under which you voted 
on yesterday by a close vote to decide against adopting this 
same amendment. 

DO YOU FAVOR ECONOMY IN GOVERNMENT? 

Now, there is not any half-way ground about it, Mr. Chair- 
man. If the membership is in favor of limiting the pay to 
be received by the officers and employees in the administra- 
tion of this act, let them say so by their votes. Do not be 
misled. You are spending Government money. Many of 
the officers and employees under the Federal Reserve Act 
draw as high as $50,000 a year. I submit in all fairness that 
we ought to regulate the salary of these employees for that 
money comes out of the Treasury of the United States, and 
when they are paid exorbitant salaries it cuts down the 
profits that would go to the United States Treasury if we do 
not encourage the squandering of the people’s money. 

Mr. GREEN. Mr. Chairman, will the gentleman yield? 

Mr. McFARLANE. I yield. 

Mr. GREEN. Is there any other place where a limitation 
can be put on salaries? 

Mr. McFARLANE. This is the place where it should be 
done. There is no other place where it can be done. If 
you are in favor of paying these high salaries, if you believe 
these employees of the institution we are setting up under 
this bill should receive from $20,000 to $50,000 a year of 
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the people’s money, if you believe they are justified in hav- 
ing it, then just vote against this amendment, but do so 
fully realizing that you are saying by your vote that you 
are unwilling to fix the salaries of these employees, many 
of whom are receiving anywhere from $20,000 to $50,000 a 
year. 

SURPLUS EARNINGS OF THE FEDERAL RESERVE BOARD SHOULD GO INTO 

UNITED STATES TREASURY 

Under the law, after the necessary expenses of the Federal 
Reserve System have been paid and the stockholders paid 
6 percent on the paid-in capital stock, the remainder of 
the profits, under the law, should be placed in the Treasury 
of the United States as a franchise tax after a surplus fund 
of 100 percent of the subscribed capital stock has accumu- 
lated. 

The bank records show they have accumulated about two 
hundred and eighty millions surplus, and this large sum, 
regardless of the reckless expenditure of the Federal Reserve 
System, which is annually expending about $27,000,000, sal 
aries of officers and employees of the 12 Federal Reserve 
banks combined. 


Chairman and Federal Reserve agent. 


$278, 000 
CTT 355, 000 
n AA 2, 070, 840 
bean by departments: 
anking department 8, 623.5 | 12,947,313 | 13, 112, 875 
Federal Reserve agent — 203. 4 695, 692 691, 833 
Auditing department 192.5 436, 055 439, 400 
Fiscal agency department 223.6 447, 175 453, 942 


17, 401, 800 


This Congress has cut the disabled war veterans more 
than 50 percent, and the Federal employees, most of whom 
receive very meager salaries, 15 percent. 

It seems to me we should take advantage of this oppor- 
tunity to save the taxpayers money and to stop this flagrant 
and extravagant abuse of enormous salaries being doled out 


to these big bankers. [Applause.] 

The CHAIRMAN. The question is on the amendment 
offered by the gentleman from Texas, 

The question was taken; and on a division (demanded by 
Mr. GoLpsBoroucH) there were—ayes 54, noes 70. 

Mr. McFARLANE. Mr. Chairman, I ask for tellers. 

Tellers were refused. 

So the amendment was rejected. 

The Clerk read as follows: 

Sec. 305. The board of directors shall administer the affairs of 
the Corporation fairly and impartially and without discrimination. 
The board of directors of the Corporation shall determine and 
prescribe the manner in which its obligations shall be incurred 
and its expenses allowed and paid. The Corporation shall be 
entitled to the free use of the United States mails in the same 
manner as the executive departments of the Government. The 
Corporation with the consent of any Federal Reserve bank or of 
any board, commission, independent establishment, or executive 
department of the Government, including any field service thereof, 
may avail itself of the use of information, services, and facilities 
thereof in carrying out the provisions of this section. 

Mr. PATMAN. Mr. Chairman, I offer an amendment. 

The Clerk read as follows: 

Amendment offered by Mr. Parman: Page 57, line 21, strike out 
the sentence beginning with the words The Corporation” and 
ending with the word “ Government”, in line 23. 


FRANKING PRIVILEGES 


Mr. PATMAN. Mr. Chairman, this corporation is a pri- 
vate corporation. It will be allowed to use a corporate seal. 
It will exist until dissolved by Congress, which makes it a 
perpetual character. It cam make contracts, sue and be 
sued, complain and defend in any court, State or Federal, 
in the United States. 

I believe that this will be the only donation that the 
Govérnment of the United States will have to make to it. 
I think it will be self-sustaining by reason of the assess- 
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ments on the depositors of the banks under this system. 
Therefore, it should not be allowed the franking privilege. 
USE OF MAILS FREE 

This bill gives this corporation the right to use the mails 
free of charge. At the same time it allows dividends to the 
stockholders. Can you defend giving dividends to stock- 
holders and then allow the corporation to have the free use 
of the United States mails? 

Certainly they should not be allowed dividends and the 
free use of the mails. The mailing privileges should be paid 
before dividends. Last year the Federal Reserve banks spent 
over $1,600,000 for postage. I venture to say that if this 
corporation is organized it would spend $1,500,000 for post- 
age. The Federal Reserve banks are not allowed the frank- 
ing privilege. 

Are you willing to take $1,500,000 out of the taxpayers’ 
pockets and pay 6-percent dividends to holders of the stock 
of this private corporation? I do not believe you can defend 
this. 

Mr. O'MALLEY. Will the gentleman yield? 

Mr. PATMAN. Yes. 

Mr. O’MALLEY. Under this provision they could mail out 
the dividend checks in franked envelopes, could they not? 

Mr. PATMAN. Certainly they could, and when they have 
a lawsuit they can communicate with their witnesses by 
using the mails free. They can use the mails free for any 
purpose on earth, defending lawsuits or suing people. 

INVESTMENT TRUST 


This is an investment trust. It is not just an ordinary 
corporation; it is an investment trust. It is going into the 
business of buying and selling stocks and bonds, and under 
this privilege it can use the mails to transport the stocks and 
bonds that they buy. 

I do not think the Members of the House want to do this. 
The franking privilege has probably been abused too much 
already, and certainly we should not give them this privilege 
and pay dividends to stockholders on the stock. 

Last year we had a postal deficit of about $200,000,000 by 
reason of the users of the United States mails not paying a 
sufficient sum for the use of the privilege. The postage on 
newspapers and magazines alone amounted to $102,000,000, 
and on third-class parcel-post matter it amounted to about 
$36,000,000. 

Certainly we have extended the franking privilege too far 
already, and there is no excuse or reason why we should pay 
dividends to private stockholders on private stock in an 
investment trust at the expense of the taxpayers of the 
United States, and I ask that this section, which allows this 
privilege, be stricken out. 

Mr. REILLY. ` Will the gentleman yield? 

Mr. PATMAN. I yield. 

Mr. REILLY. Will not the Government of the United 
States make money out of this corporation? 

Mr. PATMAN. If it does, it is entitled to it. It has stock 
in it, and while the Government would get 6 percent on the 
$150,000,000, all the private banks will get dividends on their 
stock, and I say do not pay the Government, the private 
banks, or anybody else any dividends if you have to take 
it out of the pockets of the taxpayers, because for every 
dollar the Government gets, the private bank also gets a 
dollar. 

Mr. STEAGALL. Mr. Chairman, I move that all debate 
on this amendment and all amendments thereto do now 
close. 

The motion was agreed to. 

The CHAIRMAN. The question is on the amendment 
offered by the gentleman from Texas. 

The question was taken, and on a division, demanded by 
Mr. STEAGALL, there were—ayes 88, noes 75. 

Mr. STEAGALL. Mr. Chairman, I demand tellers. 

Tellers were ordered, and the Chair appointed as tellers 
Mr. PATMAN and Mr. STEAGALL. 

The Committee again divided, and the tellers reported that 
there were—ayes 90, noes 88. 

So the amendment was agreed to. 
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Mr. COCHRAN of Missouri. Mr. Chairman, I offer an 
amendment. 

The Clerk read as follows: 

Amendment offered by Mr. Cocrmax of Missouri: On page 57, 
line 23, after the word “Government”, strike out all down to 
and including line 2, on page 58. 

Mr. COCHRAN of Missouri. Mr. Chairman, I request the 
committee to read the sentence that I desire stricken out. 
I should like the attention of the members of the Banking 
and Currency Committee. The sentence reads: 

The corporation, with the consent of any Federal Reserve bank, 
or of any board, on, independent establishment, or 
executive department of the Government, including any field 
service thereof, may avail itself of the use of information, services, 
and facilities thereof in carrying out the provisions of this section. 

Mr. Chairman, this is wide open. If I understand the 
English language it means, whether you want it to mean it 
or not, that this private corporation can avail itself of the 
services and facilities of any Government institution or 
agency, if a Federal Reserve bank or any branch of the 
Government says so. 

Do you think this is good business? If you think it is good 
business to turn over to this private corporation the services 
and facilities of all Government agencies, well and good. 
If this is not what the sentence means and someone can 
show me that it is not what it means, then I shall withdraw 
my amendment. 

I should like for the chairman of the committee to advise 
us if he can make anything out of this sentence other than 
what I have just stated. 

Mr, STEAGALL. I will say to the gentleman that there 
is no provision for the corporation to avail itself of any- 
thing except with the consent of the Federal Reserve bank 
or any board, commission, independent establishment, or 
executive department of the Government. 

Mr. COCHRAN of Missouri. That is what I have just ex- 
plained. In other words, if the Federal Reserve bank in 
St. Louis, a private institution under Government control, 
says to this corporation, “Avail yourself of the facilities of 
the Department of Agriculture or the Department of Com- 
merce or any other Government department”, under the 
terms of this sentence the corporation will have authority 
to do it. 

Mr. STEAGALL, The purpose of the language is to try 
to supply the new corporation with the benefit of any infor- 
mation or aid that may be extended from other departments 
without attempting to set up a separate personnel to do 
the work. 

Mr. COCHRAN of Missouri. Why should you do that? 
Let the corporation hire its own help and set up its own 
facilities. 

Mr. STEAGALL. This is the customary language used in 
every bill of this type I have ever read. 

Mr. COCHRAN of Missouri. Well, it should not be in 
any bill. 

Mr. STEAGALL. It requires the consent of each separate 
agency and is the customary language employed in bills of 
this kind. 

Mr. COCHRAN of Missouri. I do not see where there is 
provision for the consent of any separate agency. One 
agency can say, Use another agency. It even goes so far 
as to include the language “including any field service 
thereof.” If any field service of a department gives its con- 
sent to this corporation to avail itself of Government facili- 
ties, it may do so. It also uses the word “services”, and 
the first sentence of the section provides that— 


The board of directors shall administer the affairs of the cor- 
poration fairly and impartially and without discrimination. 


If the word “ services ” means anything, it means that this 
corporation can employ Government agencies to carry out 
the purposes of this section. 

The CHAIRMAN. The question is on the amendment of- 
fered by the gentleman from Missouri [Mr. COCHRAN]. 

The question was taken, and the amendment was rejected. 


4040 


Mr. ZIONCHECK. Mr. Chairman, I am in a peculiar 
position. I came here promising my constituents that I 
would not represent the bankers, big and small, and I am, 
therefore, opposed to the measure before us at the present 
time, for the reason that it is a bankers’ bill pure and simple. 
In doing this I realize that I will be one of very few who 
will vote in the negative. 

Before going into my reasons for opposing this bill gen- 
erally I want to refer to a statement made upon the floor 
of this House yesterday by the gentleman from Maine which 
I do not think should be allowed to go unchallenged. He 
stated that every Member who had taken the solemn oath to 
support the Constitution of the United States before the bar 
of this House was in duty bound to serve both classes. I 
have better than a bowing acquaintance with the Constitu- 
tion, and I reread it to ascertain whether there was any 
foundation for the statement made and I was unable to find 
anything to bear out that position. I for one have come to 
this Congress solemnly believing that it is impossible to rep- 
resent all of the people. My position is that you cannot 
represent the oppressed and the oppressors, the robbed and 
the robbers, the poor and the rich, at the same time. It just 
cannot be done because of the absolute conflict of interests. 
I took the position during the campaign that there had been 
too many congressional representatives of bankers, power 
companies, and chambers of commerce, and that, if elected, 
I would not in any respect or particular represent them in 
any manner where it conflicted with the interest of the 
workingman, the farmer, or the small business man. I in- 
tend to do this and I hope that, contrary to the opinion of 
the gentleman from Maine, I will not be rendering myself 
an unconstitutional Representative in the Congress of the 
United States of America. 

Some may think that one cannot be a good Representative 
taking such a position, but I would rather be a bad Repre- 
sentative, in their opinion, working for the interests of those 
who produce all the wealth, than be such a good Representa- 
tive that I would enter the category of the man who was so 
good that he was good for nothing. 

The bankers in my district took me at my word and be- 
lieved me, for I have not received a letter or a telegram 
from any of them suggesting how I should vote on any 
matter. So in order to determine whether the bankers were 
for this bill I made inquiry among several other Repre- 
sentatives to ascertain whether or not they had received any 
protests against this measure from any bank of an appre- 
ciable size. I learn that no such protests were received, but 
that, on the contrary, they received many communications 
from their bankers asking them to vigorously support this 
measure. To my mind that is the best proof that this bill is 
not for the interests of the people, generally speaking. 

I have tried to carefully study this measure, which is 
76 pages long, and as a lawyer I must confess that I do 
not entirely understand its provisions, so, therefore, must 
depend to some extent upon my intuition and negative line 
of reasoning. In the first place, the whole measure seems 
to be drawn so as to fool the public into believing that all 
the wrongs of our banking system will be rectified as soon 
as we get branch banking. I am not so sure of this, for 
here are the results of our experience with branch banks 
in the United States. 

I insert the following excerpt from volume 136 of the 
Financial Chronicle on page 51: 

In Canada we have an undeveloped country, due without doubt 
to the banking system. The portfolios of the Canadian banks 
indicate that the major portion of their funds are invested in 
Government securities or in securities of industries controlled by 
the Government, leaving very little to loan to the individual and 
none for real-estate loans. The citizens of Canada do not use 
banks to any extent, therefore runs on banks are not common 
and after all, the real way to compare systems is to put them to 
the same test. Is there anyone who really believes that the Cana- 
dian branch-banking system could have stood the test to which our 
19,000 banks have been subjected, and which are paying 100 cents 
on the dollar when a dollar has now the purchasing power of 
$1.30, whereas the Canadian dollar is worth about 90 cents and 
the English pound $3.30, when a year ago it was worth $4.86. 

Is there safety in branch banking? Witness the closing of the 
branch-banking systems in the United States when they were 
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put to the test. The most disastrous failures we had were branch, 
group, and chain failures, such as the following: 
Branches 


Bank of United — ROE Ol eames Oe 
Federal National, Boston 
AOO TROT STIS GENT eee era mcs pees 
A. B. Banks, American Chan 


Bankers Trust Co., Pennsylvania — ee 


United States National, Los Angeles 8 
Security Home Trust, Toledo_..._._.____-______________.-_... 10 
Peoples State Bank, South Carolina. 44 
ATONA DEOL BEE ee ee r oO 
Foreman National Group, Chicago——— 6 


To this rather impressive group, with deposits running into 
hundreds of millions of dollars, of branch and chain bank 
collapses, which were due to many of the same abuses that 
weaken unit banks, we could name important branch, group, 
and chain banking systems in Detroit, Boston, San Francisco, and 
other cities which got into trouble and merged or were supported 
by other banks or United States credit until the crisis was past. 

The weakest links in our banking system proved to be the 
“branch banks,” ana they went down comparatively early in the 
depression; it was their failures that caused public confidence to 
be shaken so badly that runs were precipitated on and closed 
many well-managed small independent banks. 

The so-called “attractive” feature of the bill—yes, one 
may say the “enticing ” feature—is the provision for bank 
insurance, the fund to be created to amount to approxi- 
mately $2,000,000,000 to set up a private insurance corpora- 
tion to insure the deposits of the depositors of the member 
banks against further loss. I confess that I am unable to 
see how you can insure against losses under our present 
banking set-up, for the deposits aggregate approximately 
$45,000,000,000 and all the money and currency and gold in 
the vaults of the private banks today amount to less than 
$1,000,000,000. 

This statement has been made on innumerable occasions 
on this floor and has not been challenged. Even with a 
$2,000,000,000 fund in this insurance corporation, there 
would be only approximately $3,000,000,000 to pay off 
$45,000,000,000, and I am unable to see how that can be 
done, and I think that it is the worst form of deception to 
lead the public to believe that they will have security in the 
future and that the Government stands behind the security. 
Some may say that the people will know better, but I say 
that 95 percent of the people yet believe that the Federal 
Reserve System is a governmental institution and not a 
private bank for private bankers. I for one will not lend 
myself or become a party to such deception. 

Another feature of this bill which I dislike very much is 
the further sanctioning by a Government measure high and 
exorbitant interest rates, for, in my humble opinion, high 
interest is one of the primary reasons for this depression. 
The total public and private debts of the country today 
amount to approximately $200,000,000,000. This sum at the 
modest rate of interest of 6 percent per annum brings the 
annual interest, without compounding, to the huge sum of 
$12,000,000,000 annually. The last estimate of our national 
income was approximately $36,000,000,000, which brings in- 
terest to one third of our national income. We talk about 
putting labor on a 6-hour day, 5-day week, and many other 
measures, but nobody seems to work to rectify one of these 
gravest of wrongs which still draws wages upon capital 365 
days a year, 24 hours a day, and does not even take a 
Sunday off. 

Another reason why I will not vote for this bill is that 
it provides for a $150,000,000 raid on the Treasury as a 
contribution to this private insurance company, which will 
have a few governmental officials to supervise it. We all 
know, or should know, that any time you start to supervise 
these legalized larcenists they immediately commence to 
supervise their supervisors in a very effective manner. Is 
there anyone here who will deny that the national bank 
supervision has been a farce and that the national bankers 
have had the determinative voice among most of our gov- 
ernmental officials, and particularly so in the framing and 
passage of legislation in their behalf? 

I am thoroughly convinced that commercial banking, the 
issuance of currency and the regulation of its value are abso- 
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lutely governmental business and that we will never ap- 
proach the banking situation intelligently in the interests 
of the people until we remove private bankers from com- 
mercial banking and confine them to speculative and in- 
vestment financing. This act merely gives the bankers a 
greater stranglehold upon the legitimate governmental busi- 
ness of banking and currency and control of credit, and 
will make it more difficult for us to bring about a safe and 
sane national banking system owned and operated by the 
Government for and in the interest of the people of the 
United States. 

Another reason why I will not vote for this measure is 
that it is not a part of the President’s program; and I, 
for one, will not vote for any measure which he does not ask 
for during this special session, particularly such a measure 
as this, which I am of the opinion is full of dynamite and 
might embarrass the President in the event of its passage; 
for I feel certain that he would not relish the necessity of 
exercising his veto power at this time, for this bill may 
not harmonize with his complicated emergency program. 


Mr. Chairman, at the proper time I shall offer a motion 
to recommit with instructions to the Committee on Banking 
and Currency to limit the excessive salaries of the officers 
under this act. 

The Clerk read as follows: 


Sec. 306. (a) The Corporation shall insure the time and demand 
deposits of all member banks which are class A stockholders of the 
Corporation as hereinafter prescribed. Notwithstanding any other 
provision of law, whenever any national bank which is a class A 
stockholder of the Corporation shall haye been closed by action 
of its board of directors or by the Comptroller of the Currency, 
as the case may be, on account of inability to meet the demands 
of its depositors the Comptroller of the i shall appoint 
the Corporation receiver for such bank. As soon as possible there- 
after the Corporation shall organize a new national bank to as- 
sume the insured deposit liabilities of such closed bank, to receive 
new deposits, and otherwise to perform temporarily the functions 
provided for in this paragraph. For the purposes of this subsec- 
tion the term “insured deposit liability“ shall mean with respect 
to the owner of any claim arising out of a deposit liability of such 
closed bank the following percentages of the net amount due to 
such owner by such closed bank on account of deposit liabilities: 
100 percent of the amount by which such net amount does not 
exceed $10,000; and 75 percent of the amount, if any, by which 
such net amount exceeds $10,000 but does not exceed $50,000; and 
50 percent of the amount, if any, by which such net amount 
exceeds $50,000; Provided, That, in determining the amount due to 
such owner for the purpose of fixing such percentage, there shall 
be added together all net amounts due to such owner in the same 
capacity or the same right, on account of deposits, regardless of 
whether such deposits be maintained in his name or in the names 
of others for his benefit. For the purposes of this subsection, the 
term “insured deposit liabilities” shall mean the aggregate 
amount of all such insured deposit liabilities of such closed bank. 
The Corporation shall determine as expeditiously as possible the 
net amounts due to depositors of the closed bank and shall make 
available to the new bank an amount equal to the insured deposit 
liabilities of such closed bank, whereupon such new bank shall 
assume the insured deposit liability of such closed bank to each 
of its depositors, and the Corporation shall be subrogated to all 
rights against the closed bank of the owners of such deposits and 
shall be entitled to receive the same dividends from the proceeds 
of the assets of such closed bank as would have been payable to 
each such depositor until such dividends shall equal the insured 
deposit liability to such depositor assumed by the new bank, 
whereupon all further dividends shall be payable to such de- 
positor. Of the amount thus made available by the Corporation 
to the new bank, such portion shall be paid to it in cash as may 
be necessary to enable it to meet immediate cash demands and 
the remainder shall be credited to it on the books of the Corpo- 
ration, subject to withdrawal on demand, and shall bear interest 
at the rate of 3 percent per annum until withdrawn. The new 
bank may, with the approval of the Corporation, accept new de- 
posits, which, together with all amounts made available to the 
new bank by the Corporation, shall be kept on hand in cash, in- 
vested in direct obligations of the United States, or deposited with 
the Corporation or with a Federal Reserve bank. Such new bank 
shall maintain on deposit with the Federal Reserve bank of its 
district the reserves required by law of member banks, but shall 
not be required to subscribe for stock of the Federal Reserve bank 
until its own capital stock has been subscribed and paid for in 
the manner hereinafter provided. The articles of association and 
organization certificate of such new bank may be executed by 
such representatives of the Corporation as it may designate; the 
new bank shall not be required to have any directors at the time 
of its organization, but shall be managed by an executive officer 
to be designated by the Corporation; and no capital stock need be 
paid in by the Corporation; but in other respects such bank shall 
be organized in accordance with the existing provisions of law 
relating to the organization of national banks; and, until the 
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requisite amount of capital stock for such bank has been sub- 
scribed and paid for in the manner hereinafter provided, such 
bank shall transact no business except that authorized by this 
subsection and such business as may be incidental to its organiza- 
tion. When in the judgment of the Corporation it is desirable to 
do so, the Corporation shall offer capital stock of the new bank for 
sale on such terms and conditions as the Corporation shall deem 
advisable, in an amount sufficient in the opinion of the Corpora- 
tion to make possible the conduct of the business of the new bank 
on & sound basis, but in no event less than that required by 
section 5158 of the Revised Statutes, as amended, for the organiza- 
tion of a national bank in the place where such new bank is 
located, giving the stockholders of the closed bank the first oppor- 
tunity to purchase such stock. Upon proof that an adequate 
amount of capital stock of the new bank has been subscribed and 
paid for in cash by subscribers satisfactory to the Comptroller of 
the Currency, he shall issue to such bank a certificate of authority 
to commence business, and thereafter it shall be managed by 
directors elected by its own shareholders and may exercise all of 
the powers granted by law to national associations. If 
an adequate amount of capital for such new bank is not sub- 
scribed and paid in, the Corporation may offer to transfer its 
business to any other banking institution in the same place which 
will take over its assets, assume its liabilities, and pay to the 
Corporation for such business such amount as the Corporation 
may deem adequate. Unless the capital stock of the new bank is 
sold or its assets acquired and its liabilities assumed by another 
banking institution, in the manner herein prescribed, within 2 
years from the date of its organization, the Corporation shall 
place the new bank in voluntary liquidation and wind up its 
affairs. The Corporation shall open on its books a deposit insur- 
ance account and, as soon as possible after taking possession of 
any closed national bank, the Corporation shall make an estimate 
of the amount which will be available from all sources for appli- 
cation in satisfaction of the portion of the claims of depositors to 
which it has been subrogated and shall debit to such deposit in- 
surance account the excess, if any, of the amount made available 
by the Corporation to the new bank for depositors over and above 
the amount of such estimate. It shall be the duty of the Corpo- 
ration to realize as rapidly as possible upon the assets of such 
closed bank, having due regard to the condition of credit in the 
district in which such closed bank is located; to enforce the indi- 
vidual liability of the stockholders and directors thereof; and to 
wind up the affairs of such closed bank in conformity with the 
provisions of law relating to the liquidation of closed national 
banks, except as herein otherwise provided, retaining for its own 
account such portion of the amount realized from such liquidation 
as it shall be entitled to receive on account of its subrogation to 
the claims of depositors and paying to depositors and other credi- 
tors the amount available for distribution to them, after deducting 
therefrom their share of the costs of the liquidation of the closed 
bank. If the total amount realized by the Corporation on account 
of its subrogation to the claims of depositors be less than the 
amount of the estimate hereinabove provided for, the deposit 
insurance account shall be charged with the deficiency and, if the 
total amount so realized shall exceed the amount of such estimate, 
such account shall be credited with such excess. With respect to 
such closed national banks, the Corporation shall have all the 
rights, powers, and privileges now possessed by or hereafter given 
receivers of insolvent national banks and shall be subject to the 
obligations and penalties not inconsistent with the provision of the 
paragraph to which such receivers are now or may hereafter 
become subject. 

Whenever any State member bank which is a class A stock- 
holder of the Corporation shall have been closed by action of its 
board of directors or by the appropriate State authority, as the 
case may be, on account of Inability to meet the demands of its 
depositors, the Corporation shall accept appointment as receiver 
thereof, if such appointment be tendered by the appropriate 
State authority and be authorized or permitted by State law. 
Thereupon the Corporation shall organize a new national bank, in 
accordance with the provisions of this subsection, to assume the 
insured deposit liabilities of such closed State bank, to receive 
new deposits and otherwise to perform temporarily the functions 
provided for in this subsection. Upon satisfactory recognition of 
the right of the Corporation to receive dividends on the same 
basis as in the case of a closed national bank under this subsec- 
tion, such recognition being accorded by State law, by allowance 
of claims by the appropriate State authority, by assignment of 
claims by depositors, or by any other effective method, the Cor- 
poration shall make available to such new national bank, in the 
manner prescribed by this subsection, an aniOunt equal to the 
insured deposit liabilities of such closed State bank; and the Cor- 
poration and such new national bank shall perform all of the 
functions and duties and shall have all the rights and privileges 
with respect to such State bank and the depositors thereof which 
are prescribed by this subsection with respect to closed national 
banks holding class A stock in the Corporation: Provided, That 
the rights of depositors and other creditors of such State bank 
shall be determined in accordance with the applicable provisions 
of State law: And provided further, That, with respect to such 
State bank, the Corporation shall possess the powers and privi- 
leges provided by State la% with respect to a receiver of such 
State bank, except insofar as the same are in conflict with the 
prousions of this subsection. 

Whenever any State member bank which is a class A stock- 
holder of the Corporation shall have been closed by action of its 
board of directors or by the appropriate State authority, as the 
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ease may be, on account of inability to meet the demands of its 
depositors, and the applicable State law does not permit the ap- 
pointment of the Corporation as receiver of such bank, the Cor- 
poration shall organize a new national bank, in accordance with 
the provisions of this subsection, to assume the insured deposit 
liabilities of such closed State bank, to receive new deposits, and 
otherwise to perform temporarily the functions provided for in this 
subsection. Upon satisfactory recognition of the right of the Corpo- 
ration to receive dividends on the same basis as in the case of a 
closed national bank under this subsection, such recognition being 
accorded by State law, by allowance of claims by the appropriate 
State authority, by assignment of claims by depositors, or by any 
other effective method, the Corporation shall make available to 
such new bank, in accordance with the provisions of this sub- 
section, the amount of insured deposit liabilities as to which such 
recognition has been accorded; and such new bank shall assume 
such insured deposit liabilities and shall in other respects comply 
with the provisions of this subsection respecting new banks 
organized to assume insured deposit liabilities of closed national 
banks. Insofar as possible in view of the applicable provisions of 
State law, the Corporation shall proceed with respect to the re- 
ceiver of such closed bank and with respect to the new bank or- 
ganized to assume its insured deposit liabilities in the manner 
prescribed by this subsection with respect to closed national banks 
and new banks o to assume their insured deposit Iiabili- 
ties, except that the Corporation shall have none of the powers, 
duties, or responsibilities of a receiver with respect to the winding 
up of the affairs of such closed State bank. The Corporation, in 
its discretion, however, may purchase and liquidate any or all 
of the assets of such bank. 

Whenever the net debit balance of the deposit insurance account 
of the Corporation shall equal or exceed one fourth of 1 percent 
of the total deposit liabilities of all class A stockholders as of 
the date of the last preceding call report, the Corporation shall 
levy upon such stockholders an assessment equal to one fourth of 
1 percent of their total deposit liabilities and shall credit the 
amount collected from such assessment to such deposit insurance 
account. No bank which is a holder of class A stock shall pay 
any dividends until all assessments levied upon it by the Corpo- 
ration shall have been paid in full; and any director or officer of 
any such bank who participates in the declaration or payment of 
any such dividend may, upon conviction, be fined not more than 
$1,000, or imprisoned for not more than 1 year, or both. 

The term “receiver” as used in this section shall mean a 
receiver, liquidating ‘agent, or conservator of a national bank, and 
a receiver, liquidating agent, conservator, commission, person, or 
other agency charged by State law with the responsibility and the 
duty of winding up the affairs of an insolvent State member bank. 

For the purposes of this section only, the term “ national bank” 
shall include all national banking associations and all banks, 
banking associations, trust companies, savings bank, and other 
banking institutions located in the District of Columbia which 
are members of the Federal Reserve System; and the term “State 
member bank” shall include all State banks, banking associations, 
trust companies, savings banks, and other banking institutions 
organized under the laws of any State, which are members of the 
Federal Reserve System. 

In any determination of the insured deposit liabilities of any 
closed bank or of the total deposit liabilities of any bank which 
is a holder of class A stock of the Corporation, for the purposes 
of this subsection, there shall be excluded the amounts of all 
deposits of such bank which are payable only at an office thereof 
located in a foreign country. 

The Corporation may make such rules, regulations, and con- 
tracts as it may deem necessary in order to carry out the provi- 
sions of this section. 

Money of the Corporation not otherwise employed shall be 
invested in securities of the Government of the United States, 
except that for temporary periods, in the discretion of the board 
of directors, funds of the Corporation may be deposited in any 
Federal Reserve bank or with the Treasurer of the United States. 
When designated for that purpose by the Secretary of the Treas- 
ury, the Corporation shall be a depositary of public moneys, 
except receipts from customs, under such regulations as may be 
prescribed by the said Secretary, and may also be employed as a 
financial agent of the Government. It shall perform all such 
reasonable duties as depositary of public moneys and financial 
agent of the Government as may be required of it. 

(b) Nothing herein contained shall be construed to prevent the 
Corporation from making loans to national banks closed by action 
of the Comptroller of the Currency, or by vote of their directors, 
or to State banks closed by action of the appropriate State author- 
ities, or by vote of their directors, or from entering into negotia- 
tions to secure the reopening of such banks. 

(c) Receivers or liquidators of State banks which are now or 
may hereafter become insolvent or suspended shall be entitled 
to offer the assets of such banks for sale to the Corporation or as 
security for loans from the Corporation, upon receiving permis- 
sion from the appropriate State authority in accordance with 
express provision of State law in the case of State banks, or from 
the Comptroller of the Currency in the case of national banks. 
The proceeds of every such sale or loan shall be utilized for the 
same pu and in the same manner as other funds realized 
from the liquidation of the assets of such banks. The Comp- 
troller of the Currency may, in his discretion, pay dividends on 
proved claims at any time after the expiration of the period of 
advertisement made pursuant to section 5235 of the Revised 
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Statutes, and no liability shall attach to the Comptroller of the 
Currency or to the receiver of any national bank by reason of 
any such payment for failure to pay dividends to a claimant whose 
claim is not proved at the time of any such payment. 

(d) The Corporation is authorized and empowered to issue and 
to have outstanding at any one time in an amount aggregating 
not more than three times the amount of its capital, its notes, 
debentures, bonds, or other such obligations, to be redeemable 
at the option of the Corporation before maturity in such manner 
as may be stipulated in such obligations, and to bear such rate 
or rates of interest, and to mature at such time or times as may 
be determined by the Corporation: Provided, That the Corpora- 
tion may sell on a discount basis short-term obligations payable 
at maturity without interest. The notes, debentures, bonds, and 
other such obligations of the Corporation may be secured by as- 
sets of the Corporation in such manner as shall be prescribed by 
its board of directors. Such obligations may be offered for sale 
at such price or prices as the Corporation may determine. 

(e) All notes, debentures, bonds, or other such obligations is- 
sued by the Corporation shall be exempt, both as to principal 
and interest, from all taxation (except estate and inheritance 
taxes) now or hereafter imposed by the United States, by any 
Territory, dependency, or possession thereof, or by any State, 
county, municipality, or local taxing authority. The Corporation, 
including its franchise, its capital, reserves, and surplus, and its 
income, shall be exempt from all taxation now or hereafter im- 
posed by the United States, by any Territory, dependency, or 
possession thereof, or by any State, county, municipality, or local 
taxing authority, except that any real property of the Corporation 
shall be subject to State, Territorial, county, municipal, or local 
taxation to the same extent according to its value as other real 
property is taxed. 

(f) In order that the Corporation may be supplied with such 
forms of notes, debentures, bonds, or other such obligations as it 
may need for issuance under this act, the Secretary of the Treas- 
ury is authorized to prepare such forms as shall be suitable and 
approved by the Corporation, to be held in the Treasury subject 
to delivery, upon order of the Corporation. The engraved plates, 
dies, bed pieces, and other material executed in connection there- 
with shall remain in the custody of the Secretary of the Treasury. 
The Corporation shall reimburse the Secretary of the Treasury for 
any expenses incurred in the preparation, custody, and delivery 
of such notes, debentures, bonds, or other such obligations. 

(g) The Corporation shall annually make a report of its opera- 
tions to the Congress as soon as practicable after the ist day of 
January in each year. 

(h) Whoever, for the purpose of obtaining any loan from the 
Corporation, or any extension or renewal thereof, or the accept- 
ance, release, or substitution of security therefor, or for the pur- 
pose of inducing the Corporation to purchase any assets, or for 
the purpose of influencing in any way the action of the Corpora- 
tion under this section, makes any statement, knowing it to be 
false, or willfully overvalues any security, shall be punished by a 
fine of not more than $5,000, or by imprisonment for not more 
than 2 years, or both. 

(i) Whoever (1) falsely makes, forges, or counterfeits any obli- 
gation or coupon, in imitation of or purporting to be an obliga- 
tion or coupon issued by the Corporation, or (2) passes, utters, or 
publishes, or attempts to pass, utter, or publish, any false, forged, 
or counterfeited obligation or coupon purporting to have been 
issued by the Corporation, knowing the same to be false, forged, 
or counterfeited, or (3) falsely alters any obligation or coupon 
issued or purporting to have been issued by the Corporation, or 
(4) passes, utters, or publishes, or attempts to pass, utter, or 
publish, as true, any falsely altered or spurious obligation or 
coupon, issued or purporting to have been issued by the Corpo- 
ration, knowing the same to be falsely altered or spurious, shall 
be punished by a fine of not more than $10,000, or by imprison- 
ment for not more than 5 years, or both. 

(j) Whoever, being connected in any capacity with the Corpo- 
ration, (1) embezzles, abstracts, purloins, or willfully misapplies 
any moneys, funds, securities, or other things of value, whether 


belonging to it or pledged, or otherwise intrusted to it, or (2), 


with intent to defraud the Corporation or any other body, politic 
or corporate, or any individual, or to deceive any officer, auditor, or 
examiner of the Corporation, makes any false entry in any book, 
report, or statement of or to the Corporation, or without being 
duly authorized draws any order or issues, puts forth, or assigns 
any note, debenture, bond, or other such obligation, or draft, bill 
of exchange, mortgage, judgment, or decree thereof, shall be pun- 
ished by a fine of not more than $10,000, or by imprisonment for 
not more than 5 years, or both. 

(k) No individual, association, partnership, or corporation shall 
uze the words “ Federal Bank Deposit Insurance Corporation”, or 
a combination of any 3 of these 5 words, as the name or a 
part thereof under which he or it shall do business. No indi- 
vidual, association, partnership, or corporation shall advertise or 
otherwise represent falsely by any device whatsoever that his or 
its deposit liabilities are insured or in an guaranteed by the 
Federal Bank Deposit Insurance Corporation, or by the Govern- 
ment of the United States, or by any instrumentality thereof; and 
no class A stockholder of the Federal Bank Deposit Insurance Cor- 
poration shall advertise or otherwise represent falsely by any 
device whatsoever to extent to which or the manner in which its 
deposit liabilities are insured by the Federal Bank Deposit Insur- 
ance Corporation. Every individual, partnership, association, or 
corporations violating this subdivision shall be punished by a fine 
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of pok pp tata $1,000, or by imprisonment not exceeding 1 year, 
or both. 

(1) The provisions of sections 112, 113, 114, 115, 116, and 117 
of the Criminal Code of the United States (UB. C., title 18, ch. 5, 
secs. 202 to 207, inclusive), insofar as applicable, are extended to 
apply to contracts or agreements with the corporation under this 
section, which for the purposes hereof shall be held to include 
loans, advances, extensions, and renewals thereof, and acceptances, 
releases, and substitutions of security therefor, purchases or sales 
of assets, and all contracts and agreements pertaining to the same. 

(m) The Secret Service Division of the Treasury Department is 
authorized to detect, arrest, and deliver into the custody of the 
United States marshal having jurisdiction any person committing 
any of the offenses punishable under this section. 

The CHAIRMAN. May the Chair call the attention of 
the gentlemen to page 57, line 19, where there is a typo- 
graphical error? Without objection, the Clerk will be au- 
thorized to make the correction. 

There was no objection. 

The CHAIRMAN. Also, on page 73, line 19, the word “to” 
should apparently be “ the.” 

Mr. STEAGALL. I ask unanimous consent that that cor- 
rection be made. 

The CHAIRMAN. Without objection, the Clerk will be 
authorized to make the correction. 

There was no objection. 

Mr. LUCE. Mr. Chairman, on page 62, line 17, I move to 
strike out the words “as rapidly as possible.” 

Mr. STEAGALL. Mr. Chairman, that amendment was 
made in committee, but by oversight it was left in the bill. 

The amendment was agreed to. 

Mr. STEAGALL. On page 58, I move to strike out the 
word “member”, in line 4. It makes the meaning a little 
more clear. 

The CHAIRMAN. The Clerk will report the amendment. 

The Clerk read as follows: 


Page 58, line 4, strike out the word “ member.” 


The amendment was agreed to. 

Mr. STEAGALL. And I move the same amendment on 
page 63, line 18. 

The Clerk read as follows: 

Page 63, line 18, strike out the word “ member.” 


The amendment was agreed to. 

Mr. STEAGALL. On page 65, line 3, the same amend- 
ment. 

The Clerk read as follows: 


Page 65, line 3, strike out the word “ member.” 


The amendment was agreed to. 

Mr. BEEDY. Mr. Chairman, for the information of the 
House I should like to call attention to one or two pro- 
visions. I think this is a matter all the Members should 
understand. I should like to call the attention of the chair- 
man to one or two provisions of the bill and ask him to tell 
the House whether, in his opinion, this deposit-insurance 
corporation would not be obligated under the bill to insure 
deposits in every member bank in the Federal Reserve Sys- 
tem now closed. 

Before the gentleman answers, let me call these facts to 
his attention, because I think before the bill becomes a law 
some corrections must be made or the proposed insurance 
corporation will find itself in trouble. 

At the bottom of page 51 in the bill, paragraph (e), it is 
provided that every member bank shall subscribe to the 
class A capital stock of the corporation in an amount equal 
to one half of 1 percent of its total net outstanding time 
and demand deposits on January 1, 1933, and so forth. 

Suppose this bill becomes a law. Suppose at the time there 
are 50 closed Federal Reserve member banks. The moment 
the act becomes effective, as a matter of law they would be 
compelled to come into the system. They must buy class A 
stock, whether they are closed or not. Even closed banks 
have outstanding time and demand deposits. Any receiver 
or conservator of a closed bank would of course find it to 
his advantage to pay to the insurance corporation one 
quarter of 1 percent of his outstanding time and demand 
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The Corporation shall insure the time and demand deposits of 
all member banks which are class A stockholders of the Cor- 
poration as hereinafter prescribed, 

Therefore, in the case of Federal Reserve member banks, 
now closed but which become holders of class A stock, the 
insurance corporation is obligated, under the mandatory 
provisions of this bill, to insure their deposits. I present 
this point of view because I think there is a good deal in it. 
I am interested to have the Chairman’s explanation. 

Mr. STEAGALL. Mr. Chairman, there is not the slightest 
thought of attempting to insure deposits in banks that are 
closed. The provision applies insurance to all banks sub- 
scribing for the stock of the insurance corporation. Of 
course no bank in the hands of a receiver, a liquidator, or a 
conservator could subscribe for stock unless there were a 
specific provision authorizing such subscription. 

Mr. BEEDY. May I interrupt at that point to say that 
there is not merely authority here, but that it is mandatory 
upon every member bank to purchase stock. 

Mr. STEAGALL. A closed bank could not do that after 
it was in the hands of a receiver or liquidator or conservator. 

Mr. BEEDY. Why not? 

Mr. STEAGALL. Because it would have no power. 
directors are supplanted in authority by the receiver. 

Mr. BEEDY. The power is given it under the law, when 
they are compelled to act. 

Mr. STEAGALL. It applies to class A stockholders, and 
no bank becomes a stockholder except as a bank. There 
is no provision by which a conservator or a liquidating agent 
or a receiver can subscribe for stock. 

Mr. BEEDY. My thought is this. When a bank is closed, 
it is none the less a bank. 

Mr. STEAGALL. I have no objection, if the gentleman 
desires, to an amendment which will provide that this title 
insuring deposits shall be construed to apply to deposits that 
are subject to withdrawal at the time the title becomes effec- 
tive, though I do not regard it as at all necessary. 

The CHAIRMAN. The time of the gentleman from Maine 
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has expired. 

Mr. BEEDY. Mr. Chairman, I ask unanimous consent to 
proceed for 2 minutes more. 

The CHAIRMAN. Is there objection? 

There was no objection. 

Mr. STEAGALL. I am quite definite of the idea that 
no amendment is necessary, but I should not object to such 
an amendment if the gentleman desires it. 

Mr. BEEDY. I think the insurance fund ought to be 
protected in that way. 

Mr. STEAGALL. I know the gentleman understands the 
practical situation is such that this bill will never come from 
conference if there is the slightest danger that the language 
used would be construed to insure deposits in a closed bank. 
I do not think it is necessary at all. 

Mr. BEEDY. I am not going to offer the amendment, but 
I wanted to get this into the Recorp, because I think it 
might be helpful, and I want to help the gentleman make 
this insurance provision effective. 

Mr. McCLINTIC. Mr. Chairman, I ask unanimous con- 
sent to return to page 25 for the purpose of offering an 
amendment. 

The CHAIRMAN. Is there objection? 

Mr. STEAGALL. Mr. Chairman, I suggest to the gentle- 
man that he defer his request until we conclude the reading 
of the bill. 

Mr. McCLINTIC. The gentleman knows that I have been 
tied up in the Ways and Means Committee morning, night, 
and afternoon. 

Mr. STEAGALL. I do not want to be stubborn about the 
matter, but there are several such requests, and I again ask 
the gentleman to defer his request until we come to the end 
of the bill, and if I can do it, I shall be very glad to take 
care of the gentleman. 

Mr. McCLINTIC. Very well. I withdraw my request. 

Mr. CHRISTIANSON. Mr. Chairman, I ask unanimous 
consent to proceed for 2 minutes. 


deposits and thus insure the deposits in the closed banks. The CHAIRMAN. Is there objection? 


Now let us turn to page 58, section 306: 


There was no objection. 
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Mr. CHRISTIANSON. In line 22, page 73, I suggest that 
the word “ corporations ” should be changed to the singular, 
“ corporation ”, to conform to the rest of the language. 

Mr. STEAGALL. The gentleman is quite correct. I ask 
unanimous consent that the correction may be made, Mr. 
Chairman. 

The CHAIRMAN. Without objection, it is so ordered. 

There was no objection. 

Mr. CLAIBORNE. Mr. Chairman, I move to strike the 
last word from the section. 

Mr. Chairman, on yesterday the gentleman from Massa- 
chusetts [Mr. Luce] said he would support this bill, but he 
reminded us that the bill was an administration measure, 
and if not a success the Democratic Party would be held 
responsible. The gentleman spoke wisely. He can support 
the bill, for if it is a success, he participates in the success, 
and if it is a failure it will be the failure of the Democratic 
leadership. 

If we are to pass this bill, we might just as well take down 

the statutes of Benjamin Franklin throughout the country. 

We might just as well tell the youth of the country to cease 
saving. We might just as well tell the strong to load on 
their backs the weak and carry them, because this act seeks 
to penalize those banks which in the last few years have 
practiced sound banking and come through, in favor of 
those that did not, and who are now suffering. 

On yesterday I asked the distinguished chairman of the 
Committee when he arose to make his opening statement 
if any of the strong banks of the country were in favor of 
his insurance plan. The gentleman seemed to be a bit sur- 
prised at the interrogation. He could not tell me of any 
banks that were in favor of it. Now, I would ask the Com- 
mittee if they would be so generous as to permit me to read 
a resolution adopted by the American Bankers Association. 

It is as follows: 

The American Bankers Association has long been opposed to 
the compulsory ty of bank deposits in any form, and is on 
record by the following resolution setting forth its position on this 
subject: 

Resolved, That the American Bankers Association is unalter- 
ably opposed to any plan looking to the mutual guaranty of de- 
posits either by a State or the Nation for the following reasons: 

It is a function outside of State or National Government, 

It is unsound in principle. 

It is impractical and misleading. 

. It is revolutionary in character. 

It is subversive to sound economics. 

. It will lower the standard of our present banking system. 

. It is productive of and encourages bad banking. 

. It is a delusion that a tax upon the strong will prevent fail- 
ures of the weak. 

9. It discredits honesty, ability, and conservation. 

10. A loss suffered by one bank jeopardizes all banks. 

11, The public must eventually pay the tax. 

12. It will cause and not avert panics. 

Resolved, That the American Bankers Association is unalterably 
opposed to ahy plan looking to the mutual guaranty of deposits 
either by a State or the Nation, believing it to be impractical, un- 
sound, misleading, revolutionary in character, and subversive to 
sound economics, placing a tool in the hands of the unscrupulous 
and inexperienced for reckless banking, and knowing further that 
such a law would weaken our banking system and jeopardize the 
interest of the people. 

I say to you as a lawyer that if a question came before 
a law court which an ordinary man was not familiar with, 
and if an expert witness was called, the witness would first 

have to qualify as knowing more about the subject than the 
ordinary man knows. In this matter I call as my witnesses 
the members of the American Bankers Association to testify 
as expert witnesses as to the worth in their opinion of the 
insurance features in this bill. On their testimony I rest 
my case and my vote. I accept their judgment in the mat- 
ter. Hence I shall vote against the bill. 

The CHAIRMAN. The time of the gentleman from 
Missouri [Mr. CLAIBORNE] has expired. 

Mr. LEHR. Mr. Chairman, a parliamentary inquiry. 

The CHAIRMAN. The gentleman will state it. 

Mr. LEHR. My colleague [Mr. DINGELL] is unavoidably 
absent from this session, being confined to his home on ac- 
count of illness. The gentleman has prepared an amend- 
ment to paragraph (a) of this section. My inquiry is, may 
I interpose that amendment at this time in his behalf? 
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The CHAIRMAN (Mr. Cannon of Missouri). Amend- 
ments may not be proposed by proxy. The gentleman may 
offer the amendment himself. 

Mr. LEHR. I wish to offer this amendment, Mr. Chairman. 

The Clerk read as follows: 

Amendment offered by Mr. Lene: Page 58, line 22, after the 
word “liabilities”, insert “100 percent of the amount by which 
such net amount does not exceed $2,500. This provision shall take 
effect not later than July 1, 1933.” 

Mr. LEHR. Mr. Chairman, I may say in behalf of the 
gentleman who prepared and drafted this particular amend- 
ment that the purpose and intent thereof was to conform to 
a similar amendment which we understand will be presented 
in the Senate by Senator VANDENBERG, of Michigan. 

Those of us who came here with the idea and intention of 
supporting a bill insuring deposits in banks were hopeful 
that a real, 100-percent insurance deposit bill would be 
passed. I am not insensible to the argument that will be 
raised, that it will be physically impossible for an examina- 
tion of the banks to be made by the Ist day of July 1933 in 
order to determine what banks may take advantage of this 
act; but I just want to make this suggestion to the members 
of this committee, that all the banks, so we have been 
informed, whether they be State banks or national banks, or 
State member banks of the Federal Reserve, have undergone 
during the past 3 months a very stringent examination, and 
I have been told by the Secretary of the Treasury and by 
other high officials of the administration that today there 
are no banks open except those which are sound and which 
are solvent. If that be true, then the policies of this bill 
can be put into effect by July 1. In that connection, I just 
want to say that with the upturn in business, with the in- 
crease in commodity prices, with the apparent return to 
happier days that seems to be the hope of all of us at this 
time, one thing remains, particularly in the State of Michi- 
gan, for us to attempt to accomplish to bring back this con- 
fidence 100 percent in the hearts of the people of this coun- 
try, and that is to make it possible for these banks to be 
reopened; to make it possible for the people to place back 
their deposits in the banks. 

In this connection may I read from a letter I received 
only this morning from the editor of a small-town newspaper 
in the State of Michigan in which he says this: 

I am neither a banker nor a bank stockholder. I am only one 
of the small-depositor class who feels this great need. 


I know that no amount of money will be returned to the care 
of the banks unless there is some form of guaranty. The guar- 


anty may be restricted to a certain amount or to some certain 


class of deposits, but the small depositor, the man with active 
money and a little surplus, is just not going to use the bank until 
he can get this kind of assurance. All this takes money out of 
circulation and slows up the wheels of progress to recovery. 

The purpose and intent of this amendment is simply to 
place into immediate effect on the 1st day of July 1933 this 
insurance provision insofar as it affects 100 percent of the 
deposits up to $2,500. 

I submit that if this bill is the bill which we have been 
told it is, the sooner we do this the quicker we are going to 
bring back the confidence of the depositors of this great 
country. [Applause.] 

Mr. STEAGALL. Mr. Chairman, the gentleman from 
Arkansas has very clearly pointed out certain of the chief 
defects in this amendment. 

If a provision is inserted to make the bill immediately 
operative as to deposits up to a certain amount, it follows 
that banks that are in the Federal Reserve System and 
haye their examinations by Federal authority down to date 
would probably encounter very little difficulty in securing 
admission. But State banks which have most of the small 
deposits would probably be delayed in securing admission, 
and hardships result. That is one reason why the amend- 
ment ought not to be adopted. 

There is still another difficulty. I will say to the gentle- 
man I am just as anxious as he is to bring the relief to be 
afforded by this legislation, but I have not the power to write 
a deposit guaranty bill and declare it law, nor has the gen- 
tleman on my left any such power. 
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It has been a task of major proportions to secure this 
legislation and to make the progress we have made down to 
this hour. The Treasury Department insists that there shall 
be time for a survey and for an investigation of conditions 
respecting banks that are to come inte-the System; and a 
further cleaning- up process may be had before this law is 
put into final operation. While I am anxious and impatient 
to have the law become operative, I can appreciate the rea- 
sons for the delay provided for. 

The safe, prudent thing to do is to stand on what we have 
and await a time with patience, let the administration con- 
duct its survey, set up the organization, and have the cor- 
poration prepare necessary rules and regulations and take 
proper preliminary steps to put the system into operation. 

I know the views that will dominate and control this 
insurance corporation. We must trust these powers, we 
must trust the administration, we must trust the President 
of the United States to go along with this undertaking or 
it cannot be accomplished. 

I should like to have the law become operative tomorrow. 
I should like to have done this 10 years ago and covering 
all deposits in every solvent State bank in the United States, 
but I have not been able to accomplish these results in 
my own time. Such things have to be worked out by con- 
sultation and conference and by agreed judgment. That is 
what has been done, and I beg the House not to disturb 
this provision of the bill, and if you will not, we will at no 
very distant day have an effective insurance-deposit system 
for banks in the United States. 

Mr. FULLER.. Will the gentleman yield? 

Mr. STEAGALL. I yield? 

Mr. FULLER. In conversation with the gentleman from 
North Carolina [Mr. Hancock], a member of the Banking 
and Currency Committee, he stated that my objections were 
sought to be covered by the committee in section 311, which 
provides that “the foregoing provisions of this title shall 
take effect at such time as the President by proclamation 
declares that such surveys have been made” and so forth. 
Is it the understanding of the chairman of the committee 
that it is expected the President will see that such surveys 
are made not only as to members of the Federal Reserve 
System, but the State banks as well? 

Mr. STEAGALL. That is the very purpose of the pro- 
vision. The member banks of the Federal Reserve System 
are examined already under Federal authority, and there 
would be no delay so far as they are concerned, but it is 
desired that the cleaning-up process go further. 

[Here the gavel fell.] 

Mr. McFADDEN,. Mr. Chairman, I rise in opposition to 
the pending amendment. . 

Mr. Chairman, we are coming to the final stages of this 
particular piece of legislation. I am of the opinion that 
there are comparatively few Members of this House who 
realize what is going to happen when certain sections of 
this bill are put into operation. 

I made some observations yesterday in regard to the open- 
market provisions of this bill and the authority that is 
given to the Federal Reserve Board in this connection. I 
stated there was a broadening of the uses of the open-market 
operations to the extent of the financing of millions of 
dollars’ worth of foreign transactions in which the people 
of the United States are in no wise interested. Now we 
have a confirmation of this in today’s papers. If you have 
noted them you have seen that they confirm what I stated 
here yesterday that Prof. O. M. W. Sprague, of the Bank 
of England, is back here again and is to be put in charge, 
apparently, of the inflationary program which was attached 
to the farm bill. 

It is clearly indicated in press reports that what I stated 
yesterday is true, that the money to be issued under the 
inflation program is going to be handled under the direction 
of Professor Sprague, of the Bank of England, and the notes 
that are issued, instead of being circulated here freely, are 
to be used for the purchase of foreign open-market paper 
and for the so-called “purpose of stabilizing foreign ex- 
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change.” These notes are to be shipped out of this country 
and held by the foreign countries as first mortgages against 
everything in the United States. These notes, whether 
United States or Federal Reserve, are obligations of the 
United States, and we are to get this open-market paper, 
representing British, German, or Chinese, or Japanese, or 
whatever bills they may be—any kind of paper that gets 
in the open-bill market. 

I want to call your attention to the fact that notwith- 
standing the fact that many of these banks have been 
opened, there are hundreds of millions of dollars’ worth of 
this foreign—mostly German—paper, frozen as solid as a 
cake of ice, in the banks of this country today. You are 
now going to put more of it in the banks under this au- 
thority. i 

I want to appeal to the Members of the House not to pass 
this bill, but to return it to the committee and have the 
House appoint a committee to study what has causéd the 
situation that you are trying to correct by a guaranty of 
deposits. 

On the opening day of Congress, when we passed the 
banking bill and when there was no opportunity given to 
men who were against it to vote against it, I stated I was 
against it, and I tried to vote against it; and I stated on 


the floor of this House at that time that I would never 


support a bill proposing to guarantee the deposits in the 
banks that have been looted by the bankers of this country 
unless you first fixed their responsibility and they were 
dealt with properly under the laws of the land. 

You are now guaranteeing the deposits in these banks 
when the assets of the banks have been looted by these 
international bankers; and, today, at the other end of the 
Capitol, you have exhibit A. The members of the Morgan 
group are there. They are the ones who introduced a lot 
of these investments into these banks and they are now 
answering over there. 

I want to now suggest to you that instead of passing this 
bill you wait until the examination of these bankers is com- 
pleted. You are going to find, unless I miss my guess, much 
of the skullduggery unearthed, if this committee does. its 
duty; and you are going to find how they have affected 
Federal Reserve operations and are now asking for an exten- 
sion of the right to further use Federal Reserve credit to 
finance foreign obligations in the United States. 

I beg of you that before you do this you look into the 
causes of the situation which you are trying to cover up by 
guaranteeing deposits in these banks. You are still dealing 
with results. 

Of course, the bankers of the type of Albert H. Wiggin and 
Charles E. Mitchell want the deposits in their banks guar- 
anteed. Of course they do, and you are not guaranteeing 
simply the deposits of the little banks of the country. You 
are guaranteeing the deposits of the Chase National Bank, 
the National City Bank, and the Chicago banks that hold 
Insull securities, as well as all the other banks. 

[Here the gavel fell.] 

The CHAIRMAN. The question is on the amendment 
offered by the gentleman from Michigan. 

The question was taken, and the amendment was rejected. 

Mr. BEEDY. Mr. Chairman, without any further discus- 
sion, in order to make assurance doubly sure that we do not 
wreck the insurance portions of this bill, I offer the follow- 
ing amendment. 

The Clerk read as follows: 

Page 68, line 2, after the word “country”, insert a new para- 
graph, as follows: 

" The insurance provisions of this section and the right to sub- 
scribe to class A stock shall not apply to any bank closed by com- 


petent authority or whose deposits are not subject to withdrawal 
by reason of insolvency.” 


Mr. STEAGALL. Mr. Chairman, there is no objection to 
that amendment, and I ask that it be adopted. 

The CHAIRMAN. The question is on the adoption of the 
amendment. 

The question was taken, and the amendment was agreed to. 
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Mr. TABER. Mr. Chairman, I move to strike out the last 
two words. Yesterday afternoon, on page 28, line 25, the 
gentleman from Minnesota [Mr. Kvate] offered an amend- 
ment reducing the amount of par-value stock which a direc- 
tor in a bank would be required to hold. 

Now, I do not believe the House when it passed on that 
situation had in mind what the situation now is or what 
the effect of this provision would be, nor do I believe the 
committee understood what effect it would have. 

The requirement to hold $2,000 par-value stock makes it 
practically impossible for the $25,000 bank, which we have 
permitted the organization of over the last 10 years, to con- 
tinue. The requirement for a director in that bank was 
only $500. It makes it exceedingly difficult for a bank with 
$50,000 capital, which formerly required 10 shares to oper- 
ate, to continue. I believe that this provision will result 
in the closing of thousands of small banks of the country. 
I hope when the proper time comes that the committee 
will permit a return to that section for a corrective amend- 
ment. 

Mr. KVALE. Mr. Chairman, in thanking the gentleman 
for his interest in the matter, I consulted with several mem- 
bers of the committee, and have drawn a modified amend- 
ment which several members of the committee have assured 
me they will not oppose, and I trust that I shall have 
unanimous consent at the proper time to return to that 
section. 

The pro forma amendment was withdrawn. 

The Clerk read as follows: 

Sec. 308. Section 9 of the act entitled “An act to establish 
Postal Savings depositories for depositing savings at interest with 
the security of the Government for repayment thereof, and for 
other p „, approved June 25, 1910, as amended (U.S. O., 
title 39, sec. 759), is amended by striking out the period at the 
end thereof and inserting in lieu thereof a colon and the fol- 
lowing: “Provided, That no such security shall be required in 
case of such part of the deposits as are insured under title II 
of the Banking Act of 1933.” 


Mr. BROWN of Michigan. Mr. Chairman, I offer the 
following amendment, which I send to the desk. 
The Clerk read as follows: 


Amendment offered by Mr. Brown of Michigan: Page 74, line 24, 
after “Sec. 308,” nisert “The second sentence of.” 


Mr. BROWN of Michigan. Mr. Chairman, the purpose 
of this amendment is to correct an error made in the draft- 
ing of this section. As the section now reads, the language 
after the “ Provided”, in line 5, page 75, is placed at the 
end of the paragraph. It should be after the second sen- 
tence in the section amended. This amendment is agreed 
to by the committee. 

The CHAIRMAN. The question is on the amendment 
offered by the gentleman from Michigan. 

The amendment was agreed to. 

Mr. HOEPPEL. Mr. Chairman, I offer the following 
amendment, which I send to the desk. 

The Clerk read as follows: 


Amendment offered by Mr. HoEPPEL: Page 75, after line 
8, insert the following as an addition to section 308 of the bill: 

“ Provided, That section 4 of the act entitled ‘An act to establish 
postal-savings depositories’, approved June 25, 1910 (U.S. C., title 
39, sec. 754), is hereby amended by adding at the end thereof 
a new paragraph to read as follows: 

“*Deposits in any such account may be of two classes: (1) 
Savings deposits as provided for in this act prior to the date of 
the enactment of this paragraph; and (2) circulating deposits. 
Circulating deposits shall not bear interest, and no such deposit 
may be maintained except in amounts of $1 or multiples thereof. 
Receipts for any circulating deposit shall be furnished to the 
depositor in such denominations of $1 or any multiple thereof 
as the depositor may request. Such receipts, when counter- 
signed by the depositor, shall be a lawful circulating medium 
and shall be negotiable in such manner as the Board of Trustees 
may by regulations prescribe, except that such regulations shall 
conform as nearly as may be practicable to the law governing 
the negotiation of express money orders or travelers’ checks. Any 
such receipt shall be redeemable at any post office upon proper 
identification of the bearer under such rules and regulations as 
the Board of Trustees may prescribe, and upon redemption, the 
amount of the receipts redeemed shall be charged against cir- 
culating deposits of the depositor.’ 

“ Provided jurther, That section 2 of the act entitled ‘An act 
to amend the act approved June 25, 1910, authorizing the Postal 
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Savings System, and for other purposes’, approved May 18, 1916 
(U.S. O., title 39, sec. 759), is hereby amended to read as follows: 

“* Postal Sa funds shall be deposited in solvent banks to 
the credit of the United States Treasury, or remitted direct to 
the United States Treasury, under such rules and regulations as 
the Board of Trustees may prescribe, for the purchase of United 
States bonds or other United States securities and/or for deposit 
in a special fund for repayment to depositors.’ 

Provided further, That the first sentence of section 6 of such 
act, as amended (U.S. C., title 39, sec. 756), is hereby amended 
by striking out the figure 82,500 and inserting in lieu thereof 
the figure ‘$5,000. ” 

Mr. LUCE. Mr. Chairman, I make the point of order 
that the amendment is not germane. 

The CHAIRMAN. Does the gentleman desire to be heard 
upon the point of order? 

Mr. LUCE. Simply to say that because we amend one 
section of a law, I had not understood that we would amend 
other sections of the law. 

The CHAIRMAN. Does the gentleman from California 
desire to be heard upon the point of order? 

Mr. HOEPPEL. Mr. Chairman, I do, on the point of 
order. This amendment is an amendment to the Postal 
Savings Act approved June 25, 1910, and is intended to give 
banking facilities to the American public where there will 
be guaranty of deposits which will result in the savings of 
millions of dollars to the American people and the Treasury. 
This section 308 is an amendment offered by the Banking 
Committee, which is framed primarily to protect the inter- 
est of the American banker. I am going to concede the 
point of order and I ask unanimous consent to present an- 
other amendment. 

The CHAIRMAN. The point of order is sustained. 

Mr. HOEPPEL. Mr. Chairman, I offer another amend- 
ment which I send to the desk. 

The Clerk read as follows: 

Amendment offered by Mr. Horpren: Page 74, line 24, strike out 
all of section 308 beginning on line 24, page 74, and continuing to 
include line 8 on page 75. 

Mr. HOEPPEL. Mr. Chairman, when I took the floor a 
little while ago my banker friend from Arkansas [Mr. 
FULLER] got up and berated me for speaking in the interest 
of the people. I admit that he has a perfect right to be a 
banker, but he brought out facts in his remarks which per- 
tain to this section of the bill which I should like to call to 
your attention. First, let me preface my remarks with the 
statement that he criticized me for one time being a Repub- 
lican and not supporting the administration. I have voted 
for the administration measures 50 percent, and probably 
shall vote for this measure. The gentleman’s efforts to criti- 
cize me for one time being a Republican and today being a 
Democrat is ill-advised. No one can deny that the Repub- 
licans elected our President. Mr. Hearst in his editorial in 
today’s Herald stated that the Republicans have the brains 
and the Democrats have a heart. I concede that the Demo- 
crats have a heart, but their heart is pulsating every day 
primarily in the interest of the bankers, so graciously pro- 
vided for in this bill, and not in the interest of the common 
man, which is my concern. 

Mr. BULWINKLE. Mr. Chairman, I rise to a point of 
order. The gentleman is not speaking to his amendment. 

Mr. HOEPPEL. I shall come back to the subject. This 
gentleman banker from Arkansas, Mr. FULLER, who berated 
me 

Mr. BULWINKLE. Mr. Chairman, I make the point of 
order that the gentleman is not speaking to his amendment. 

Mr. HOEPPEL. Mr. Chairman, I am speaking on this 
motion and bringing up his statements. The gentleman 
from Arkansas stated that the Postal-Savings business was 
not making any revenue for the bankers. 

Mr. BULWINKLE. Mr I insist upon my point 


. Chairman, 
of order. The gentleman is not speaking to his amendment. 
Mr. HOEPPEL. I am speaking to my amendment in fur- 
therance to the statement which Mr. FULLER made in refer- 
ence to the Postal Savings. He said they did not return 
any profit to the bankers. This is one point I should like 
to call attention to in this bill, to which Mr. FULLER re- 
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ferred. The present law makes it mandatory for the banks 
of America to put up bonds or securities whenever they 
receive deposit of Government funds. This section of this 
bill relieves the banks from depositing with the Government 
security for the postal funds they receive from the Post 
Office Department at 2½ percent and which they relend 
to us at 7 percent. 

I have observed the gentlemen on the Democratic side, 
and I notice that is where all the noise comes from. 

If you have ever been on a farm and saw them tie a hog, 
you know that the hog squeals. I am not tied. I am speak- 
ing my convictions. Some of you gentlemen may be tied, 
but I am not and am speaking as an American citizen. [Ap- 
plause and laughter.] I am speaking on this amendment, 
and I am speaking specifically. The Government provides 
two thirds of the money which is to go into this guaranty 
fund, yet we are making it possible for the bankers to get 
over $1,000,000,000 of American funds without any security. 
I say it is unfair for the American people to put up a guar- 
anty to protect their own money. That is the reason I have 
presented this amendment. 

The CHAIRMAN. The time of the gentleman from Cali- 
fornia [Mr. HOEPPEL] has expired. 

Mr. STEAGALL, Mr. Chairman, I move that all debate 
on this section and all amendments thereto do now close. 

The motion was agreed to. 7 

The CHAIRMAN. The question is on the amendment 
offered by the gentleman from California [Mr. HOEPPEL]. 

The amendment was rejected. 

Mr. DOBBINS. Mr. Chairman, I offer an amendment. 

The Clerk read as follows: 

Amendment offered by Mr. DossINs: On page 75, line 8, after 
the figures “1933”, add the following: “Provided further, That 
no post office which has within its delivery limits a bank or banks 
whose deposits are insured under the provisions of said title III 
shall accept or maintain deposits for an aggregate balance of more 
than $500 from or to the credit of any individual who resides 
within the same delivery limits.” 

Mr. LUCE. Mr. Chairman, I make the point of order 
against the amendment that it is not germane. 

The CHAIRMAN. Does the gentleman from Illinois (Mr. 
Dossrns] desire to be heard? 

Mr. DOBBINS. Will the gentleman from Massachusetts 
withhold his point of order? 

The CHAIRMAN. Does the gentleman insist on his point 
of order? 

Mr. LUCE: I understand all debate on this section and 
all amendments thereto is closed. 

The CHAIRMAN. The point of order is sustained. 


MEETING OF WAR VETERANS OF THE HOUSE 


Mr. GIBSON. Mr. Chairman, I ask unanimous consent 
to proceed for one half minute to make an announcement. 

The CHAIRMAN. Is there objection to the request of 
the gentleman from Vermont? 

There was no objection. 

Mr. GIBSON. There will be a meeting of all war veter- 
ans of the House in the caucus room of the old House 
Office Building at 10:30 o’clock tomorrow morning. 


REGULATION OF BANKING 
The Clerk read as follows: 


Src. 309. A national bank, reserve bank, or other member bank 
as defined by section 1 of title I of this act, or any bank or trust 
company whose deposits are guaranteed in any respect under the 
provisions of this title, or any employee of any such bank, shall 
not either directly or indirectly act as an agent or broker for any 
partnership, association, or corporation engaged in the business 
of writing or selling any form of insurance. Any individual, 
partnership, association, or corporation violating this section of 
this act shall be guilty of a misdemeanor and shall be punished 
by a fine not exceeding $1,000 or imprisonment not exceeding 1 
year, or both. 


Mr. HANCOCK of North Carolina. Mr. Chairman, I offer 
an amendment, which is at the desk. 

The Clerk read as follows: 

Amendment offered by Mr. Hancock of North Carolina: Insert 


the word “individual” between the words “any” and “ partner- 
ship” in line 14, page 75; and on page 75 strike out the period 
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in line 20, insert a semicolon, and add the following proviso: 
“ Provided, That this section shall not become effective until 2 
years after the date of the enactment of this act.” 

Mr. GOSS. Is this by direction of the committee? 

Mr. HANCOCK of North Carolina. By direction of the 
committee. 

Mr. Chairman, the first word, “individual”, is inserted in 
line 14 in order to correct an omission. 

The remaining portion of the amendment is a proviso 
which places the effective date of divorcing banks from the 
insurance business at 2 years and thus in this respect alone 
places them on an equality with affiliates. Section 309 di- 
vorces banks from the insurance business; and, in case this 
amendment is adopted, that provision would not become 
effective until 2 years after the date of the enactment of 
this act. Ih the light of other provisions of the bill, this 
seems right and consistent. To accomplish this reform sud- 
denly might work undesired hardships. 

Mr. WHITTINGTON. Will the gentleman yield? 

Mr. HANCOCK of North Carolina. I yield. 

Mr. WHITTINGTON. Is there anything in the section 
or in the amendment that would prevent the director of a 
bank from writing insurance? 

Mr. HANCOCK of North Carolina. There is nothing in 
the section that would prevent a director. It applies only 
to employees actively connected with the bank. 

Mr. WHITTINGTON. -Nor in the amendment? 

Mr. HANCOCK of North Carolina. No, sir. 

Mr. SISSON. Will the gentleman yield? 

Mr. HANCOCK of North Carolina. I yield. 

Mr. SISSON. I want to ask the gentleman from North 
Carolina if it was not understood in the committee or in 
conversation between the gentleman and myself today that 
the effectiveness of this provision should be postponed for 
only 1 year? 

Mr. HANCOCK of North Carolina. I told the gentleman 
I would register no objection to such an amendment, but 
that I would offer my amendment and the gentleman could 
offer his as an amendment to my amendment and I would 
interpose no objection. Though I strongly favor the prin- 
ciple or reform sought in this provision, I felt we should 
approach it gradually, and especially in consideration of the 
problems facing the banks in small communities. 

Mr. MARTIN of Colorado. Will the gentleman yield? 

Mr. HANCOCK of North Carolina. I yield. 

Mr. MARTIN of Colorado. At the danger of repetition 
I wish to ask the gentleman if the cashier of a small State 
bank, for instance, writes applications for insurance, is that 
practice prohibited by the language of this section? 

Mr. HANCOCK of North Carolina. I think it would be. 

Mr. MARTIN of Colorado. I should like to make an ex- 
planation to the gentleman preliminary to asking a ques- 
tion. I received a letter from the cashier of a small State 
bank who explained that during this depression he has been 
able to eke out a livelihood by writing applications for insur- 
ance, and thereby to some extent relieve the bank. 

I wrote back to him for an elucidation of his views on 
this section, but have not had time to get his answer. Now, 
the question is, Would that man be prevented from writing 
applications for insurance? 

Mr. HANCOCK of North Carolina. That involves the 
meaning of the word “employee” as related to a bank’s 
personnel. It is intended to cover him. 

The reason this amendment has been offered is because 
there are a great many small banks in the smaller com- 
munities of the country which combine insurance with the 
regular banking work in order to supplement the meager 
salaries of their employees and augment the bank's income. 
They should have time to work out. That is the chief reason 
for the second portion of this amendment. 

Mr. MARTIN of Colorado. Mr. Chairman, if the gentle- 
man will yield further, in the case to which the gentleman 
referred, was the bank itself an agent of the insurance 
company? 

Mr. HANCOCK of North Carolina. It varies; sometimes 
the bank and sometimes an employee. 
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Mr. MARTIN of Colorado. I am just asking a question 
that fits the case where a bank employee or officer, merely 
as a side line, writes applications for insurance. 

Mr. HANCOCK of North Carolina. Is the gentleman 
asking me a question? 

Mr. MARTIN of Colorado. Yes; whether that is pro- 
hibited. 

Mr. HANCOCK of North Carolina. I think under the 
language of this section it would apply regardless, whether 
it was a side line or his main activity and especially if his 
success was due to the fact that he had the bank’s support. 

Mr. MARTIN of Colorado. If the gentleman will permit 
a further question, To what abuses is this section directed? 

Mr. HANCOCK of North Carolina. In the first place, 
there were some members of the committee who did not 
believe that insurance was a proper banking function. In 
the second place, they recognized that it was unfair com- 
petition because there is always more or less an element of 
credit coercion. There were other objections which all 
familiar with this practice admit. Of course there are iso- 
lated cases where it might work fairly and without abuses. 
They would seem to be exceptions, however. 

Mr. BULWINKLE. Mr. Chairman, will the gentleman 
yield? 

Mr. HANCOCK of North Carolina. I yield. 

Mr. BULWINKLE. And in the third place, is it not true 
that in many instances loans are refused unless the policies 
of insurance are written at the particular bank? 

Mr. HANCOCK of North Carolina. I have heard of such 


cases. 

Mr. BEEDY. Mr. Chairman, may I ask what is the 
amendment now before the House? 

The CHAIRMAN. Without objection the Clerk will again 
report the amendment. 

There was no objection. 

The Clerk again reported the Hancock amendment. 

Mr. BEEDY. Mr. Chairman, I do not care to take up the 
time of the House with a speech at this hour, but I hope the 
gentleman from North Carolina, for whom I have a very 
high regard, will agree to drop that portion of his amend- 
ment which would authorize a continuance, for 2 more 
years, of this practice by banks of selling insurance. We 
discussed it quite thoroughly in the committee and I think 
the majority of us felt that it is unfair to a poor man who 
wants to borrow some money on his home, to be very adroitly 
held up by the inquiry, “ Where do you carry your insur- 
ance?” To this question the would-be borrower replies, 
“ Well, I am insured in such and such a company.” Where- 
upon the bank replies, “ We are sorry but our bank is inter- 
ested in such a company. If you should see fit to cancel 
your present policy and take out a policy through our 
agency, we shall be glad to talk over a loan to you.” 

All banks do not operate this way, but as the gentleman 
from North Carolina knows, a great deal of injustice has 
been worked, and much unfair competition practiced by 
banks which sell insurance. And it certainly is unfair to 
the man in the insurance business. It is just as reasonable 
to have insurance men authorized to do a banking business 
as it is to have the banks invade the insurance field. 

Mr. MORAN. Mr. Chairman, will the gentleman yield? 

Mr. BEEDY. I yield. 

Mr. MORAN. In regard to the danger involved from the 
standpoint of increased income to the bank, the same argu- 
ment might be applied to putting a filling station in front 
of the bank. Another danger involved that was not pointed 
out by the gentleman from North Carolina, in addition to 
coercion, is that the banker is putting the commissions in 
his own personal pocket. Therefore, the banker who loans 
the money might be induced to loan other people’s money 
for the sake of a personal commission to himself. This is 
a reason why banking and insurance should be divorced in 
the interest of the depositors of the country. 

Mr. BEEDY. Mr. Chairman, to save time let us con- 
sider a division of the pending amendment. There are two 
propositions involved in it. One is the inclusion of the 
word “individual.” The other deals with a 2-year period of 
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extension. Let us have this amendment divided so we can 
vote down the 2-year extension proposal but give the gen- 
tleman the other amendment he desires. I ask that the 
amendment be divided. 

Mr. HANCOCK of North Carolina. Mr. Chairman, will 
the gentleman yield? $ 

Mr. BEEDY. I yield. 

Mr. HANCOCK of North Carolina. May I call the atten- 
tion of the House to the fact that if you make this provision 
preventing banks from doing business as agents of insur- 
ance companies effective at once, it will be the only provision 
in this bill that is effective immediately upon the enactment 
of the bill. Is not this right? 

Mr. BEEDY. Oh, no! 

Mr. HANCOCK of North Carolina. In other words, we 
are extending the time for the separation of affiliates 2 years, 
holding company affiliates so many years. Why not extend 
the effective date of the insurance feature to 2 years? 
Would it not then be more in harmony with the other sec- 
tions? If one is done now, all might be done. 

Mr. PEYSER. Mr. Chairman, if the gentleman will per- 
mit, I wish to ask the gentleman from North Carolina a 
question. 

Mr. BEEDY. I yield. 

Mr. PEYSER. I merely wanted to state that the exten- 
sion of 2 years in this particular ‘class is not necessary 
because if an insurance man who is now connected with a 
bank is under contract he is not deprived of any commis- 
sions which he might have earned in the past. His contract 
continues. 

There is nothing in there in my judgment that shows 
any reason why it should be extended 2 years for the same 
reasons that applied to other sections. 

Mr. HANCOCK of North Carolina. Does not the gentle- 
man agree that they should have some time within which 
to adjust themselves to the reform sought? 

Mr. PEYSER. I do not think they should have any 
time. 

Mr. HANCOCK of North Carolina. Is it not true that 
many of them will have a very difficult time disposing of 
their insurance agencies immediately under existing condi- 
tions? 

[Here the gavel fell.] 

Mr. KOPPLEMANN. Mr. Chairman, in the first place, I 
should like to know whether we are dividing the pending 
amendment; and if so, what part are we to vote upon first? 

The CHAIRMAN. The amendment consists of two sub- 
stantive propositions, either one of which would stand with- 
out the other. 

Mr. KOPPLEMANN. I understand that. 

The CHAIRMAN. At the request of the gentleman from 
Maine [Mr. Beeny], the vote will be on the first portion of 
the amendment and then the vote will come on the remain- 
ing portion. 

The question is on the first portion of the amendment, 
which the Clerk will report. 

The Clerk read as follows: 

First portion of the amendment offered by Mr. Hancock of 
North Carolina: Insert the word “individual” followed by a 
comma between the words “any” and “partnership”, in line 14, 
page 75. 

The first portion of the amendment was agreed to. 

The CHAIRMAN. The question now recurs on the second 
portion of the amendment, which the Clerk will report. 

The Clerk read as follows: 

Second portion of the amendment offered by Mr. Hancock of 
North Carolina: Strike out the period, in line 20, page 75, insert 
a semicolon and add the following proviso: “ Provided, This sec- 


tion shall not become effective until 2 years after the date of the 
enactment of this act.” 


Mr. SISSON. Mr. Chairman, I had intended to offer an 
amendment making the effective date of this section 1 year. 
It has been called to my attention by the gentleman from 
Maine (Mr. Beepy] that this is unnecessary, because it does 
not become effective until 1 year after the enactment of the 
Banking Act of 1933. 
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As a member of the committee, I may say that I am not 
questioning the veracity or the good faith of the gentleman 
from North Carolina [Mr. Hancock], but I think there was 
some misunderstanding when he said that it was agreed in 
committee that this should be deferred for 2 years. 

From my conversations with insurance agencies and with 
their policyholders I believe it is entirely unnecessary, and 
even in fairness to the banks themselves, that we should 
postpone this prohibition for 2 years. 

The CHAIRMAN. The question is on the second portion 
of the amendment. 

The second portion of the amendment was rejected. 

Mr. BOILEAU. Mr. Chairman, I offer an amendment. 

The Clerk read as follows: 

Amendment offered by Mr. Bomeau: Page 75, line 13, after the 
word “any” strike out the word “such” and insert in lieu 
thereof the words “ national bank or reserve.” 

Mr. BOILEAU. Mr. Chairman, this amendment would 
mean that employees of a State bank could sell insurance. 

I do not believe it is good policy for the National Govern- 
ment or the Federal Congress to say that the employees 
of a State bank cannot sell insurance, and this is exactly 
what this section now provides so far as these banks that 
will come under the provisions of this guaranty provision 
are concerned, and I presume that practically all banks 
will hope to get some of the benefits of this insurance of 
deposits. 

My amendment would limit the operations of the bill in 
this respect to employees of national banks and reserve 
banks. In other words, the employees of small State banks 
in the small rural communities could continue carrying on 
the business they have been engaged in during these years. 

As a Representative from a rural community, I may say 
that there is no evil in connection with the selling of 
insurance by the small-town bankers. There may be some 
evils so far as the larger banks are concerned, but I am 
not prepared to say that there is or that there is not. I 
want to call your attention to the fact that we have a lot 
of small State banks capitalized at $10,000 or $15,000 or 
$20,000 and the employees of these small banks are neces- 
sarily working for a small salary. The cashiers who have 
the responsibility of these small banks are getting salaries 
around $125 or $150 or $175 a month. They are responsible 
business men of these small communities, and because of 
their experience many of the farmers, as well as other 
people in their communities, ask them to assist in providing 
fire insurance and other kinds of insurance, and I do not 
believe it is the intention of the Members of this House to 
say that the Federal Congress is going to prohibit these 
small bankers from carrying on this business and giving 
this service to their communities. 

Mr. BYRNS. Will the gentleman yield? 

Mr. BOILEAU. I gladly yield to the distinguished gen- 
tleman from Tennessee. 

Mr. BYRNS. I know of towns of 200,000 inhabitants 
which have State banks. The gentleman’s amendment 
would permit the State banks in towns of this size, as well 
as the smaller towns, to sell insurance while prohibiting a 
national bank across the street from having the same 
privilege. 

Mr. BOILEAU. I want to make this distinction. 

Mr. BYRNS. I think the gentleman should limit his 
amendment, if he wants it to go into the bill, to the small 
towns to which he has referred. 

Mr. BOILEAU. I want to call the gentleman’s attention, 
as well as the attention of all State-rights Democrats, to the 
fact that we have State banking systems and that we should 
let the State authorities have something to say about the 
system. I have no fault to find if the Congress wants to 
restrict the national banks, because that is within our 
province, but I do say that we should not restrict the opera- 
tions of the small State banks. We should leave these 
banks to the banking departments and the State legislatures 
of the various States. 

I would gladly move to strike out the entire section, but 
I know that would be futile, but I do ask, in behalf of these 
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small-town bankers and in behalf of the small banks for this 
consideration, and I believe every Representative from every 
rural community in this country should vote for this 
amendment. 

Mr. BEEDY. Mr. Chairman, just a word so that we may 
clarify the situation. 

The law now forbids national banks to sell insurance on 
the ground that it is not a legitimate banking function. 
The evils that have grown up from the sale of insurance, 
and the complaints that have come to us is the result largely 
of this practice on the part of State banks, and in this bill 
we are trying to remedy it. 

Mr. BOILEAU. Are all national banks prohibited from 
the sale of insurance? 

Mr. BEEDY. All except those in places of 6,000 inhabi- 
tants or less. The provision in this bill would forbid all 
banks, State and national alike, to sell insurance. 

Mr. BOILEAU. If you feel that the national banks should 
be prohibited that is the function of Congress, but I do not 
think that you ought to prohibit it in State banks—that is 
the function of the State legislatures. 

Mr. BEEDY. Well, the House can decide for itself whether 
it is proper for us to forbid any bank which seeks to come 
under the insurance of deposits provision, to stop selling in- 
Surance. I think it is wise and proper for us to adopt such 
@ provision. 

Mr. McGUGIN. Mr. Chairman, I offer the following as 
a substitute for the amendment of the gentleman from 
Wisconsin. 

The Clerk read as follows: 

Page 75, line 20, insert, after the word “both”, the following: 
“Provided, That this section shall not apply to any bank located 
in a town or city of less than 5,000 population.” 

The CHAIRMAN. The Chair does not think that is a 
substitute. The question is on the amendment offered by 
the gentleman from Wisconsin. 

The question was taken, and the amendment was rejected. 

Mr. McGUGIN. Now, Mr. Chairman, I offer the amend- 
ment which has been read. 

The Clerk read as follows: 

Page 75, line 20, insert, after the word “both”, the following 
proviso: “Provided, That this section shall not apply to any bank 
located in a town or city of less than 5,000 population.” 

Mr. McGUGIN. Mr. Chairman, I was in sympathy with 
the amendment offered by the gentleman from Wisconsin. 
I think he is right. I realize from the argument suggested 
by the gentleman from Tennessee [Mr. Byrns] that when 
you limit it to State banks it may go to those banks of 
$100,000 capital or more. My amendment, irrespective of 
whether it is a State or a national bank, provides that it 
shall not apply to towns of less than 5,000 population. 

Mr. BYRNS. I want to say that I am opposed to a bank 
going into the insurance business in either the large or small 
towns. [Applause.] My objection was due to the fact that 
the gentleman from Wisconsin was talking in favor of small 
towns, whereas his amendment would have permitted it in 
large cities. I am opposed to it in any event. 

Mr. McGUGIN. Here is the situation: Why should gen- 
tlemen want to insist throughout the bill on putting in 
provisions that work a hardship on the small rural country 
communities of this country? 

Mr, PEYSER. Will the gentleman yield? 

Mr. McGUGIN. Yes. 

Mr. PEYSER. If it is an evil, and I believe it is, why 
have it in towns where small banks are, because these banks 
cannot fight the evil as well as the big banks? 

Mr. McGUGIN. The answer is that the big banks create 
most of the evils. 

I do not believe there is one country bank in a hundred 
which says to its customers, “ You cannot borrow from this 
bank unless you buy insurance in this bank.” It is a matter 
of convenience, it is a matter of business in these small 
communities. 

Mr. BULWINKLE. Mr. Chairman, will the gentleman 
yield? 

Mr. McGUGIN. Les. 
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Mr. BULWINELE. The gentleman fails to recognize that 
in some of these small towns there is one man who is being 
paid as a cashier or employee of the bank who is making 
in addition to his salary these commissions on the insurance 
that he sells, and that at the same time in the same town 
there is some other man who is trying to eke out a business 
writing insurance, but who cannot compete successfully with 
the bank. 

Mr. McGUGIN. In these small banks the cashiers are 
drawing small salaries, $75 or $100 a month, and if they 
carry on a little insurance business and add to their income 
in that way, it is of benefit to the community. 

Mr. BOILEAU. Mr. Chairman, will the gentleman yield? 

Mr. McGUGIN. Yes. 

Mr. BOILEAU. This section will prohibit the employee of 
the small State bank from entering into the insurance busi- 
ness, but I can find nothing in the language that will pro- 
hibit the directors of a big bank from doing the same thing, 
because it prohibits employees and not officers. 

Mr. McGUGIN. This bill will prevent the janitor of a 
little country bank from making a little on the side by selling 
insurance. 

Mr. McCLINTIC. Mr. Chairman, I had hoped it would be 
possible for me to offer a perfecting amendment. I realize 
that the temper of the House at this hour of the day is such 
that it is hardly possible to get any kind of an amendment 
adopted unless it be offered by a member of the committee. 
I appreciate the strategy of the chairman of the committee 
in asking that I refrain from asking permission to return to 
a section of the bill to offer an amendment until after the 
bill had been read and practically completed. I am in favor 
of this legislation, but I wanted to offer an amendment with 
the hope that it would prevent officials who might be termed 
crooked from absolutely destroying a bank from inside. I 
wanted to offer an amendment that had been adopted 
already in at least one State, but I realize it is practically 
impossible to get Members of the House to consent to go 
back 25 or 50 pages at this late hour of the day for the 
purpose of offering that amendment. 

I have been interested in this subject possibly as long, if 
not longer than any other Member on the floor. Many 
years ago I introduced the first bill that was ever presented 
to either House of Congress providing a system for the guar- 
anty of bank deposits. I see there the chairman of the 
committee, who granted me a hearing on that bill, and the 
hearing still remains in typewritten form, because there was 
no sympathy for a measure of this kind. However, year 
after year I have continued to introduce a bill, hoping the 
time would finally arrive when the people would realize that 
unless something is done to give people confidence in bank- 
ing institutions they would not patronize them to the extent 
of putting their money in them. I hope this bill will cause 
money to cease going into Postal Savings, and thus be car- 
ried away to some sections of the country, denying legitimate 
institutions from having that which they should have to take 
care of normal business. 

At this time, Mr. Chairman, I ask unanimous consent that 
I may include as a part of my remarks the statements that 
have never been printed, made by me before the Banking 
Committee 12 years ago. It will be interesting to note that 
some of the members of this committee participated in the 
hearing, and for the reason there has been a complete up- 
heaval in banking since that date I am convinced that this 
legislation will do more to cause our citizens to take their 
money out of hiding than any other measure, if enacted into 
a law. On account of being otherwise engaged as a member 
of the Ways and Means Committee in holding a hearing on 
the so-called public works bill”, which caused the com- 
mittee to remain in session morning, afternoon, and night, 
it was not possible for me to be on the floor during the early 
consideration of this measure. ‘Therefore I have been denied 
the opportunity of offering an amendment that, in my opin- 
ion, would have caused further safeguards to be thrown 
around this measure. 
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The CHAIRMAN. The gentleman from Oklahoma asks 
unanimous consent to extend his remarks in the manner 
indicated. Is there objection? 

There was no objection. 

The matter referred to follows: 


, Hover oF REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Thursday, January 20, 1921. 
The committee at 12 o’clock noon proceeded to the considera- 
tion of H.R. 15012, Hon. Louis T. McFappen (chairman) presiding. 
The CHamman. Gentlemen of the committee, Representative 
McCirintic wants to be heard for a few minutes on the bill he 
introduced in connection with the guaranty of deposits of banks 
Sieh SE: RRS: SB TIO OIOC EAS WE WUN BOAT MP MCLE at this 
e. 


STATEMENT OF HON. JAMES v. M'CLINTIC, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF OKLAHOMA 


Mr. McCirnt1c. Mr. Chairman and gentlemen of the committee, I 
want to respectfully direct your attention to H.R. 15012, a bill I 
have introduced, which provides for the protection of deposits in 
national banks. I take it that it Is the object of every committee 
to legislate as much efficiency as possible in the various branches 
of government over which they have a certain amount of jurisdic- 
tion. I am not a banker, and yet it has been my privilege to 
serve as a member of a b: committee in the State Senate of 
my State, and I had a little to do with the present State laws 
which regulate and govern State banks in Oklahoma. 

The subject of guaranteeing deposits in national banks is not a 
new proposition, A number of States already have this law and, 
up to the present time if I am correctly informed, no depositor in 
any State bank has ever lost one dollar because of a bank failure. 
If you will read the report recently made by the Federal Reserve 
Board, you will note that every Federal Reserve district has in- 
directly been g on a campaign to get as many member 
banks to join their System as possible. You will find that there 
is a certain amount—I do not want to use the word “ jealousy”, 
but there is a certain amount of rivalry between the national 
banks and the State banks. 

In other words, the systems that are in operation at the present 
time bring about a great deal of duplication, in that the State 
banks maintain separate machinery in order to take care of their 
institutions, and the national banks do likewise. There are at 
present approximately 8,000 national banks in comparison with 
some 22,000 other banking institutions. There are 160 bank ex- 
aminers which cost the Government approximately $750,000. In 
my opinion, the time will come when there will be no necessity 
for State banks. In other words, there is no more need for 
a separate system of State banks and national banks than there 
is for two street-car systems in the same city. But until that 
question has been solved, or until those interested in this subject 
can meet upon a common basis, we will continue to have this 
duplication which brings about a great increase of expenditures 
to the taxpayers of the country. 

I have prepared a bill here which establishes a separate guar- 
antee fund in each Federal Reserve district in the United States; 
yet I have placed the supervision of the same under one head so 
that uniform rules and regulations can be put into effect for 
carrying on the plan, The bill which I have introduced provides 
for amending the law which makes disposition of the profits made 
by the Federal Reserve Banking System. It would be amended so 
that after the dividends are taken care of to those who own stock 
in the various Federal Reserve banks, 10 percent of the profits 
each year will be set aside in each Federal Reserve district into a 
guarantee fund and this, with an additional assessment against 
each national bank, will provide sufficient money to take care 
of the needs of any bank that might be so unfortunate as to 
fail in the future. 

In States where they have guaranty laws, when a bank be- 
comes impaired to the extent that it cannot meet its obligations, 
instead of closing the door and waiting for a receiver to be 
appointed, the bank examiner quickly makes some kind of an 
arrangement with other persons to take charge of the bank and, 
instead of the assets being unloaded or forced to be sold at such 
a price as they will bring, the bank changes hands; the assets 
are collected in the regular manner and, as a rule, the loss is 
reduced to a very low minimum. In other words, in speaking 
before the House the other day, I made the statement that in 
Oklahoma, when there was a bank failure—that is, a State bank 
failure—there was no more excitement over the same than there 
was over an ordinary swapping of a horse. By having a law of 
that kind, we have reduced our losses to a very low figure, and at 
present we have a very large fund, which is sufficient to take care 
of the needs of all of those who are affiliated in that system. 

It is my hope that this committee will feel warranted in allow- 
ing a hearing to be held at a later date so that those who are 
interested in this subject may have the opportunity to come be- 
fore this body and offer such suggestions as they would care to 
offer in order to perfect the legislation. I realized that the bill I 
have introduced possibly should be changed in some places, In 
other words, national banks with whom I have talked and who 
have written me, have made certain suggestions which meet my 
approbation. 
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I am thoroughly of the opinion that whenever we can establish 
a guaranty fund for the protection of depositors in national banks, 
that it is only a matter of time when practically all of the State 
banks will feel warranted in becoming nationalized. And when 
that condition has been brought about, then we will have the 
trust companies, who will operate in a separate way and who are 
granted more liberal provisions than the national bank to go 
ahead and take care of certain kinds of business on the one hand 
and the national banks on the other. I am thoroughly of the 
opinion if a bill similar to the one I have introduced can be put 
into effect, that instead of having disasters brought about by the 
crash of a national bank, which seriously disturb every condition 
in every community when a happening of this kind occurs, that 
in the future we can reduce their heavy losses to a minimum and, 
at the same time, wind up the affairs of any defunct organiza- 
tion in such a way as to save to the depositors all the money they 
have placed in the bank. 

Originally a bank was considered a private institution; but as 
time has rolled on the opinions of the people have become more 
liberal, until today they are declared to be public institutions. 
And it is for this reason the different States in the Union have 
come to the conclusion that banks, being public institutions, it is 
right to protect the depositors or to protect the public. And while 
this Congress may not have sufficient time to pass a bill of this 
kind, yet I am thoroughly of the opinion that it is only a question 
of time until a bill will be passed protecting depositors in national 
banks. 

This bill provides that one half of 1 percent shall be levied 
against the average daily deposits of a national bank as an assess- 
ment fee when it goes in as a member or when it is entitled to 
participate in this fund. I am of the opinion that if we can 
assess the profits that are made by the Federal Reserve Bank Sys- 
tem each year, thereby setting aside 10 percent to the credit of 
this fund, that this amount as carried in my bill can be decreased 
probably to one tenth of 1 percent. And if that would meet 
the approbation of the committee and those who are interested 
in this subject, then the expense of a national bank becoming a 
member or becoming a participant in this fund would be very, 
very small, 

Mr. Scorr. Then in the last analysis if it reached that Utopian 
stage where there were no bank failures throughout the country 
the amount of reserve carried in this guaranty fund might be 
taken out and utilized in other ways? 

Mr. McCurntic. It was my intention to write a new amend- 
ment to this bill which would give the Comptroller of the Cur- 
rency the right to decrease the assessments whenever he saw fit. 
The Federal Reserve Banking System made $55,000,000 in 1918 
and some $80,000,000 in 1919. This money does not belong to the 
member banks, yet they are indirectly responsible for it. It is 
by the cooperation, support, assistance, and patronage they give to 
the reserve banks that made these results possible. 

Mr. Luce. The member banks are stockholders, are they not? 

Mr. McCirntic. They are stockholders and, for that reason, they 
are entitled to participate in the profits that are made by the 
Federal Reserve bank. I cannot see how any person can say it 
would not be fair and right to take 10 percent of those profits, 
after the stockholders had been taken care of, and to put it into 
one of these funds in each Federal Reserve district to be used 
as a guaranty, so that when you put your money in a national 
bank you would know, if that bank failed, that your deposit 
would be safe. 

Mr. Srevenson. Should not you provide there that when that 
fund reached a certain figure, so many million dollars, there 
should be no more assessments made until there should be some 
impairment of it? 

Mr. McCuiuytic. I am very glad you made that suggestion. It 
meets with my approbation. 

Mr. SreveNson. We established the system of State insurance of 
all public buildings in South Carolina in 1899 and provided that 
all collections of premiums and all appropriations should go into 
a fund until it amounted to $2,000,000, and then there should be 
no further premiums over and above reinsurance—there should be 
no further profits accumulated until there was an impairment. 
It reached the $2,000,000 fund in about 6 years and the State 
insurance on all public buildings has been carried for practically 
nothing except just a small reinsurance since that time, and the 
$2,000,000 stands there as a guaranty. 

Mr. McCurntic. The suggestion of the gentleman meets my ap- 
proval. 

Mr. Kino. Suppose in some manner that Co should wake 
up to the fact that all this money should be turned into the 
Treasury (this $2,000,000 you speak of is really nothing after all 
but a form of taxation of the people) and should limit those 
earnings, then where would we get your fund from, if legislation 
of that kind should be passed? 

Mr. McCurntic. If the Federal Reserve banks of the country did 
not make any profits, then there is a provision in this bill which 
would allow the Comptroller of the Currency to increase the 
assessment, provided it was necessary to take care of the losses of 
any defunct bank. In other words, this bill provides that the 
Comptroller of the Currency may increase the assessment provided 
it does not reach any more than 1 percent of the daily average 
bank deposits, based upon the daily average in 1 year, not includ- 
ing the deposits of State funds and national funds. 

Mr. Luce. I take a personal interest in these proposals and am 
very glad to consider them seriously, because of a personal con- 
sideration. I am one of 80,000 citizens of Boston who, at the 
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present moment, are deprived of the use of about $30,000,000 of 
money—my share of it being pretty small—by reason of the failure 
of four trust companies. My own deposit came to me; I did not 
put it in myself, but it came into my possession too late for me 
to pull out the money before they went to smash. Now those 
four trust companies were new, comparatively; they had been 
organized by men without much experience in banking; they were 
rashly conducted, their loans being tied up and not liquid, so that 
when depositors began to worry and to withdraw their accounts 
they could not get in their loans. Some of their troubles were 
due to that Napoleon of finance, Ponzi. Now, I should like to 
have that money right off. They tell me probably I will get mine 
sooner or later, but I should like to have it at once. 

Mr. McCurntic. I should like to see the gentleman get his money. 

Mr. Luc. But there are a good many banking institutions in 
Boston that are safely conducted, prudently conducted, and honor- 
ably conducted; they are prosperous and make money. If I should 
vote for this proposal, they would ask me, “ Why should we, who 
are cautious, who are prudent, and who have spent cur lives in 
learning how to run this business and who feel we are trustees for 
our depositors and try to be honorable men—why should we be 
mulcted in order to pay somebody else who was foolish enough to 
intrust his money to men apparently unfitted to care for it?” 

Mr. McCLINTIC. I shall be very glad to answer the gentleman. 
In the first place, this bill will not cost those national banks you 
refer to in Boston very much money. 

Mr. Luce. It will cost them some. 

Mr, McCurntic. It will cost them some, for the reason they have 
all indirectly contributed toward a line of business which has pro- 
duced a sufficient amount of profits in order to maintain this kind 
of protection. And, in addition to that, it is to their advantage, 
for this reason: Whenever their institutions comply with the pro- 
visions of this bill, according to section 6, which says— 

“As soon as & bank has complied with the provisions of this sec- 
tion, the Comptroller shall furnish to sald bank a certificate which 
shall recite that said institution has complied with the provisions 
of the National Depositors’ Guaranty Act, and the bank receiving 
the same shall be permitted to advertise that its depositors are 
protected by the national depositors’ guaranty law.” 

A bank’s success, to a large extent, always depends upon the 
patronage it receives. A bank without any deposits cannot do 
very much business, It simply means its business will be in- 
creased to that extent that it will more than recompense them 
for the small amount they have paid in order to be protected by 
this fund; and their business will be so much larger than the 
ordinary trust company, who will probably not be allowed to par- 
ticipate in this fund, that the expenditure it costs them will 
amount practically to nothing. 

Mr, STEAGALL. Is not this true, also, that bank failures often are 
brought about by periods of depression that nobody in the world 
can anticipate and by psychological developments that cannot be 
anticipated; so that really a big bank, a strong one, prudently 
managed, can never be said to be exempt from the dangers that 
attend banking as faced by the smaller institutions, all being in 
one inseparable system? 

Mr. McCurntic, The statement of the gentleman is quite true. 
and I will cite you a condition that exists in the South (and I 
do not wish to draw any sectional lines, because this bill applies 
to every section of the United States), where during the last 5 or 6 
months the spinners were out of the market, and while the 
price of cotton remained fairly high, yet the man who had 200 
bales of cotton on hand could not find a market for it. Tho 
bank that advanced the money to the buyers, in order to take 
care of the farmers, was unable to collect its loans, and this situa- 
tion caused some of them to fail. The same condition was true 
up in the Northwest with relation to the price of wheat. The 
object of this bill is to provide a system that will furnish this 
kind of protection to the banks located in every section of the 
United States, so that emergency conditions like the gentleman 
has spoken about can be taken care of in the future. And when 
you take into consideration a bill drawn along this line will prac- 
tically cost the member bank only a very small amount, I do not 
believe that anyone engaged in this business would object to 
paying that small amount, when you take into consideration the 
added advantages it gives. 

A short time ago a bank went broke in my own county. What 
happened? The banking d ent sent a man from away up 
in the northern part of the State that knew nothing about the 
situation in that part of the county to wind up its affairs. An at- 
torney was appointed. A whole set of machinery was put in opera- 
tion in order to wind up the affairs of that bank. They had to 
get their information relative to the assets from people on the 
outside. I have known a bank that failed to run along for 12 
months before the business was finally settled up and all the 
cost of closing up the affairs of that bank had to come out of 
the amount of money that was collected and this caused the 
depositors to receive a correspondingly smaller amount. I might 
go back and give you some personal experiences, but I dare say 
every member here knows that whenever a bank fails in any 
community and the sign is put up on the door “ This bank is in 
the hands of the Federal Government”, then runs begin to be 
made on the other banks; and unless they stick together and 
furnish capital to take care of that situation, in many cases a 
great many of the institutions go down in a crash. Inasmuch 
as we have prepared a system which is working successfully at 
the present time and we have the money already in hand, why 
would it not be right to place a small percentage of that into a 
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fund and thus charge each bank only a small amount for this 
kind of protection? You might reduce it to one twentieth of 1 
percent. It simply means, gentlemen, in a few years from now, 
these Sta 

thereby decreasing the cost to the taxpayers of maintaining these 
different kinds of businesses and, at the same time, furnish the 
kind of protection the people want. 

Mr. Scorr. Mr. McClintic, is it not actually true that the failure 
of a large industrial enterprise in a community is a great mis- 
fortune; but the failure of a bank in a community is a calamity 
that reaches very much further than the failure of any particular 
concern in a community? 

Mr. McCirvtic, That is true. And it is further true that, as a 
rule, the person who loses money in a bank failure is the one who 
is not able to lose the money; it is the poor unfortunate, nine 
times out of ten. f 

Mr. McCuirytic, In many instances it brings about runs on other 
institutions in the immediate centers and thereby affects every 
kind of business, 

The CHARMAN. In other words, you mean no bank can fail with- 
out affecting some other bank in some certain degree? 

Mr. McCurntic, That is true. 

The CHAMMAN. And as I understand your argument, the well- 
managed banks could well afford to pay a small minimum amount 
of insurance against that sort of thing? 

Mr. McCuirytic. That is it exactly. 

The CHARMAN. Because whenever any bank fails it affects some 
other bank? 


Mr. McCumvric. That is it exactly. 

Mr. PHELAN. How many bank failures have you had there in the 
past year in State banks? 

Mr. McCurytic, I could not answer that question; not very 
many. We have had, possibly, about the same number as na- 
tional banks; possibly a few more. But there is a section in the 
Oklahoma statutes which provides that “no person who has been 
convicted for a violation of the banking laws of this or any other 
State shall be permitted to engage in or become an officer or 
Official in any bank in this State.” 

That section was put in the law in order to keep wildcat bankers 
who had failed in other States from coming to Oklahoma and 
engaging in the banking business. In other words, the guaranty 
of my State has been greatly tightened up until we have 
done away with many of the risks we had to go up against in 
the eary days following statehood. A guaranty bank law in a new 
State has to run many more risks than in an old State, for the 
reason that the people are not acquainted with the different char- 
acters who seek to engage in this kind of business, and oftentimes 
men who should not be granted charters are placed in charge 
of institutions. 

Mr, PHELAN. There is a possible objection to a bank guaranty 
system that I think is of more importance than any I have heard 
mentioned here yet. The average man today endeavors, perhaps 
not always successfully, when he deposits money in a bank, to 
put it in a bank which he feels is well managed. In other words, 
he intrusts his money to men in whom he has confidence. In 
the long run, public opinion will, I think, pick out the men who 
are superior, rather than the men who are inferior, to handle 
their money. 

Mr. McCurntrc. I think that is true. 

Mr. PHELAN. The better class of men, therefore, will be 
the banks that are doing the largest amount of business; and, 
since all industry and commerce depends on efficient management 
of the banks, it is extremely important that the institutions 
which grow and have more and more power and resources shall 
be managed by capable men. Now there is this objection—per- 
haps it is not fatal, but there is this objection—to bank guaranty 
of deposits, that when a guaranty system is evolved and put into 
execution, it takes away entirely from the depositor any caution 
as to where he deposits his money, because he feels secure in any 
bank, with the possible result that bank deposits will be made 
in banks through friendship, politics, or what not, and not on the 
judgment of the depositor—deposits will be made in banks man- 
aged by men of the type who ought not to manage banks. 

That goes right to the essence of the whole banking system, and 
I think it is one reason why men who have been successful in 
the banking business, who can see something besides their own 
business, who can see the necessity for proper and efficient bank 

management to the whole community, to the whole country, 
object to a bank guaranty bank system. 

Mr. McCurntic. But I do not think the public should be pen- 
alized because national or State bank authorities allow someone 
to engage in that business who should not have been granted 
the privilege. Under our present system, when an application is 
made, it is referred to an inspector in that particular section; and 
he makes an exhaustive report as to the financial condition of 
the men, their character, and all other facts possible to be obtained 
as to their business capacity. 

Mr. Luce. In the cities, these banks are often transferred from 
their original owners to other owners. 

Mr. McOLINTIC. That is true, and that is the reason our present 
law provides that when an finds any official connected 
with a bank who is not satisfactory, he has the right to remove 
that official and to place somebody else in charge who will be sat- 
,1sfactory to the Government. In other words, we have ad 
from the old days up to the present time where we have adopted 
a sufficient amount of machinery to get the very best class of 

People in the banking business; and it is my hope, in the interest 
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of humanity, in the interest of good Government, that some legis- 
lation like this can be put into law so as to take care of emer- 
gency conditions in the future. 

Mr. PHELAN. I have noticed this about the advocates of a 
guaranty bank system—I have an open mind on the thing and 
I want to get the argument, but I have noticed this—that they 
center the whole attention on the depositor, as if the depositor 
were the important person to be looked after in the banking 
system. Now it is a question whether that is the important 


Mr. McCuiorric. I am the tleman raised that 
very glad gen 

Mr. PHELAN. For example, although many people in Boston have 
been held up, on money deposited in banks—and they were all 
State banks, keep that in mind; they were all State banks that 
have failed, that have closed their doors—that may be simply 
an individual inconvenience or it may go a little farther, it may 
inconvenience a man’s business; but if a bank is put in a posi- 
tion where it has to stop making loans or it is put in a position 
where it is obliged to contract credits, it can do ever so much 
more to the country, or to a particular community— 
ever so much more an can be done to the depositors 
who cannot get their money. In other words, when we are look- 
ing at the we want to keep in mind that the 
bank not only serves the depositor—and, so far as we can do, 
properly and equitably, should be made to consider him fairly— 
but the bank must also be in a position where it can properly 
take care of borrowers. 

Mr. Scorr. Where does the bank get the money to loan to the 
borrowers? 

Mr. McCurtic. That is what I was going to ask. The gentle- 
man must take into consideration that the institution 
cannot operate unless it has the confidence of its depositors, and 
the bank must do business on the money furnished by the 
depositors. 

Mr. Scorr. It depends on the depositor for its working capital. 

Mr. McCLINTIC. Yes; and the only privilege he gets is the check- 
ing system and to borrow money in case he can furnish sufficient 
collateral or is rated high enough to obtain the confidence of 


those in charge of the A 

that point, because I have introduced a 
ch is not perfect and will probably need amending, 
and it is my hope we can have a hearing to strengthen the vari- 
uld be strengthened in a law of this kind; 

and on the point you have raised there, we ought to stre 
to do with the question of policies of 

our banks, which probably ought to receive some attention. 

Mr. PHELAN. Just to take an example—I do not mean to imply - 
there is any connection between the two things, and yet there 
may be some—you have a State guaranty system in Oklahoma. 

Mr. McOLINTIC. Yes; and in Kansas and in Texas. 

Mr. PHELAN. But in Oklahoma, I am talking about particularly. 
There was no State in the Union that was more severely criticized 
by the Comptroller of the Currency a few years ago than your 
State for what he deemed excessive interest rates charged by the 
banks down there. 

Mr. McCurnric. Yes, sir. 

Mr. PHELAN. I do not know there is any connection between the 
two perhaps not, but it is conceivable, possible, and even 
probable, that your borrowers down in Oklahoma can lose a great 
deal more by excessive interest rates than your depositors would 
suffer by failure of the banks to pay their obligations to the de- 
positors in case of failure. That is my point. 

Mr. McCurntic. I want to answer your point. Oklahoma, or a 
larger portion of it, was opened for settlement 18 years ago. It 
was possibly the newest country in the United States where there 
was a large rush of immigrants. When those people came into 
that country and settled in that country and in that community, 
those who engaged in the banking business knew very little 
about them, except that they came from some other section of 
the country. That being the case, the risk was greatly increased, 
I mean by that when a man was given a loan, they did not know 
anything about the moral part of the risk. And while he may 
have had a certain amount of collateral, the moral risk was not 
known; the banker did not know him in the same degree it could 
have known him in the older States. That being the case, the 
bankers felt it was necessary to increase the rates in order to take 
care of the percentage of losses because of that fact. As the time 
has rolled on and we have weeded out many of those who might 
be classed as undesirables, the interest rates have gone down until 
today they compare favorably with those in the older States. 

Mr, PHELAN, Wasn't it decided to change them after the pub- 
licity given by the Comptroller? 

Mr. McCurntic, I could not say as to that part. 

Mr. Stevenson. Those were national banks anyhow he was 
criticising, not banks under the guaranty system at all. 

Mr. McCurntic, That is true; they were national banks. But 
that is the reason; it is because of the moral risk. 

Mr. PHELAN. I said, in my question, there might be no connec- 
tion between the two at all; but, of course, the State banks 
charge the same amount of interest. 

Mr. McCiuovric. Approximately. 

Mr. PHELAN. My point was that you can do greater damage 
to a community in other ways than by losses to the depositors. 

Mr. McCutntic. I cannot agree with you, because there is noth- 
ing on earth that will demoralize a community like a bank failure; 
and if you have lived in a small community where everything is 
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taken care of by one bank and that bank has failed, you can 
py Pigg ne this particular fact. 

. PRELAN. But do not beg the question. This bill provides a 
emul to relieve depositors in failed banks, whereby they can be 
taken care of. 

Mr. McCtiintic, That is true. 

Mr. PHELAN. If you can prove the adoption of this system will 
result in fewer failed banks, you are making some progress, but 
you have not contemplated that and your bill does not propose 
to do it; so that when you say the failure of a bank in a com- 
munity is disastrous, we all agree to that; but you are not taking 
care of that; you are taking care of the depositor after the failure. 
If your system will result in fewer failed banks, it is a very strong 
factor 


Mr. STEVENSON. Let me make this suggestion: My experience 
with a failed bank is that it ties up everything. Here is a bank 
with $500,000 of deposits in a community. They shut their doors. 
It is absolutely certain it will be 12 months and probably 15 
before a dollar is paid out to the depositors. That $500,000 is 
taken right out of the commercial life of the community and tied 
up, and the result is the manufacturer over here who has a large 
deposit, and the merchant over there who has a large deposit and 
who expected to pay his bills with it, he has got his money tied 
up, and the next thing you know the merchant has gone to the 
wall. And then the depositor begins to get suspicious and he says 
“Here is my neighbor tied up down in this bank; I am going to 
take my money out of this other bank.” 

That is what broke 4 of the 5 trust companies in Boston, the 
loss of confidence that comes after a failure like that Napoleonic 
crash of Ponzi’s. And if you fix it so that whenever a bank closes 
its doors the commercial life goes on and the depositors can all 
have their money available and their business can go right along, 
then the other banks will have the money with which to finance 
the usual functions of banking in that community and it keeps 
business moving. And the whole thing turns on that proposition. 
That is my experience. 

Mr. McCuiintic. Let me add this, and then I am through: In 
addition to what my friend, Mr. Stevenson, from South Carolina, 
has Said, if this bill becomes a law, instead of tying up the capital 
of the bank that fails and causing runs on a great many other 
banking institutions, it will be possible simply to turn that bank 
over to or place it in the hands of some other person, or some 
other set of officers, and then the assets of the bank can be col- 
lected without having their value depreciated, and there will be 
no more excitement over that failed bank than there is over the 
change of the control in any other kind of a business institution. 
A little State bank went broke in my town, and I dare say there 
were not 25 people in the town who knew it. If we can protect 
our financial system without increasing the cost to any great 
extent by providing this kind of protection to those who furnish 
the working capital of a bank and, at the same time, strengthen 
the regulations relative to the officers and to the business plans 
of the bank, then it does seem to me that this committee would 
be willing to set a date ahead for a hearing and let everyone 
that wants to come before it and offer any kind of suggestions 
that they cared to, in order that a bill of this kind might be 
perfected. And that is the reason I have brought a bill here 
relating to this subject. I realize there are some amendments 
that ought to be offered. In fact, I have some here that I have 
thought of since introducing the bill that I wish to offer in case 
the bill is allowed to be perfected. My only interest in present- 
ing this plan is that it will do something to create a more effi- 
cient plan of taking care of the business of the country and, at 
the same time, protect our people and all other kinds of indus- 
tries and institutions in case there are bank failures in the future. 

Mr. Brooks. The best feature I see in this bill is that it may 
have the result of 28 runs on banks. 

Mr. McC.intic. Mr. Chairman, I am very grateful to you and 
the other members of this committee for the opportunity extended 
me to present my ideas in favor of this proposed legislation. 

(Thereupon the committee adjourned until tomorrow, Friday, 
Jan. 21, at 10:30 o'clock a.m.) 


Mr. McGUGIN. Mr. Chairman, I ask unanimous consent 
to modify the amendment which I offered by striking out the 
limitation of 5,000 population and inserting in lieu thereof 
2,500. 

The CHAIRMAN. Is there objection to the request of 
the gentleman from Kansas? 

Mr. SISSON. Mr. Chairman, I object. 

Mr. GILCHRIST. I have just sent to the Speaker’s desk 
an amendment of the same character as the amendment 
offered by the gentleman from Kansas [Mr. McGucrn] 
which limits the provisions of section 309 to towns having a 
population of 3,000 or more. If the gentleman wishes to put 
it at 2,500, I would have withdrawn my amendment in 
favor of his; but on account of the objection made, I will 
not do that now. 

I wish to say to the Membership of this House that it is 
not an evil to have officers or employees of banks in small 
towns perform this kind of insurance work. It has always 
been done. There are no adequate facilities in most cases 
in small villages of 1,000 or 1,200 or 1,500 population to 
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do this kind of work. If this section is put into this bill, 
then the people who live in those smaller villages will have 
to go away to the larger cities in order to perform the busi- 
ness that they should do at home, and in order to have 
their insurances written. That in itself would be an evil. 
This work should not be prohibited here. This kind of 
legitimate work should be allowed to go on in small towns 
and villages. I agree thoroughly with the gentleman from 
Kansas [Mr. McGuern], and I hope the Membership of this 
House will not write into this bill, which we want to support, 
a provision which will drive away from it the good will of 
every man who lives in the smaller places. I venture the 
hope that the amendment offered by the gentleman from 
Kansas, or else my amendment, may be incorporated in this 
section. I know what I am talking about. I live in a little 
village of only 1,200 people. In my county there is not a 
town exceeding 1,500 population. We look to the men in 
the banks to write our insurance. It is nothing that should 
be prohibited. In many cases it is the only way we can get 
our insurance taken care of. 

Mr. McGUGIN. Mr. Chairman, I ask unanimous consent 
to withdraw my amendment, and that will give right of way 
to the amendment offered by the gentleman from Iowa [Mr. 
GILCHRIST]. 

The CHAIRMAN. Is there objection to the request of the 
gentleman from Kansas [Mr. McGucrn]? 

There was no objection. 

Mr. GILCHRIST. I say again that I know how the busi- 
ness is being conducted in the small villages of this country. 
I hope you will vote for my amendment. 

The CHAIRMAN. The gentleman from Iowa [Mr. GIL- 
CHRIST] offers an amendment, which the Clerk will report. 

Mr. KVALE. Mr. Chairman, a parliamentary inquiry. 

The CHAIRMAN. The gentleman will state it. 

Mr. KVALE. Is not the amendment offered by the gentle- 
man from Iowa now pending? 

The CHAIRMAN. The amendment is pending. The 
Clerk is about to report it. 

The Clerk read as follows: 

Amendment offered by Mr. Gricurist: On page 75, line 20, add 
the following: This section shall not apply to banks operating in 
towns of less than 3,000 inhabitants.” 

The CHAIRMAN. The question is on the amendment 
offered by the gentleman from Iowa [Mr. GILCHRIST]. 

The question was taken; and on a division (demanded by 
Mr. GILCHRIST) there were ayes 76 and noes 112. 

So the amendment was rejected. 

Mr. SISSON. Mr. Chairman, I offer an amendment, 
which I have sent to the Clerk’s desk. 

The Clerk read as follows: 

Amendment offered by Mr. Stsson: Page 75, line 9, strike out the 


letter “A” and insert in lieu thereof the following: “After 1 year 
from the date of the enactment of the Banking Act of 1933, no.” 


Mr. SISSON. Mr. Chairman, I submit the amendment. 

The CHAIRMAN. The question is on the amendment of- 
fered by the gentleman from New York [Mr. Sr1sson]. 

The amendment was rejected. 

Mr. SISSON. Mr. Chairman, I offer a further amend- 
ment. 

The Clerk read as follows: 


Amendment offered by Mr. Stsson: Page 75, line 15, after the 
word “selling”, strike out the word “any”; and in line 16 strike 
out the words “form of”; and in line 16, after the word “ insur- 
ance”, change the period to a semicolon and add the following 
language: “but this section shall not apply when the insurance 
so written is insurance on the life of a borrower in connection 
with a loan and when the said life insurance is for the protection 
of a bank and/or the endorsers or comakers for said borrower.” 


Mr. SISSON. Mr. Chairman, I will take just a minute 
to explain the purpose of this. This applies to Morris Plan 
banks. I am going to assume that every Member of the 
House knows what a Morris Plan bank is, and knows that 
it is a means whereby the poor man or poor woman in a 
community may obtain a loan without paying an excessive 
rate of interest, without going to the note shaver, if you 
please. The limit of the loan is usually $200. The loan is 
supposed to be made upon the moral character of the bor- 
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rower and the fact that he has two comakers on the note 
with him. 

The Morris Plan bank when it makes this loan advises 
or requests him to take out an insurance policy in a com- 
pany which is a company of their organization to the extent 
of the loan, namely, $100 or $200, for the protection of the 
bank and of the comakers. This provision in this law 
would prevent them from doing that. 

Mr. STEAGALL. Mr. Chairman, I will say the committee 
has no objection to the amendment. 

I now move that all debate on this section and all amend- 
ments thereto do now close. 

The motion was agreed to. 

The CHAIRMAN. The question is on the amendment 
offered by the gentleman from New York [Mr. Sisson]. 

The amendment was rejected. 

Mr. MARTIN of Colorado. Mr. Chairman, I move that 
section 309 be stricken from the bill. 

The Clerk read as follows: 

Amendment offered by Mr. Martin of Colorado: On page 75, 
beginning with line 9, strike o`t section 309. y 

The CHAIRMAN. The question is on the amendment of 
the gentleman from Colorado. 

The amendment was rejected. 

The Clerk read as follows: 

Src. 311. The foregoing provisions of this title shall take effect 
at such time as the President, by proclamation, declares that 
such surveys have been made as he finds necessary for the proper 
execution of such provisions, but in no event shall such provi- 
sions take effect later than 1 year after the enactment of this act. 

Mr. BROWN of Kentucky. Mr. Chairman, I offer an 
amendment. 

The Clerk read as follows: 

Amendment offered by Mr. Brown of Kentucky: Page 76, line 3, 
after the word “ effect”, strike out the balance of the section and 
insert the following: “ until the examinations provided in section 
302-a of all State banks applying within 30 days from the enact- 
ment of this act have been completed and said applications 
approved or rejected.” 

Mr. BROWN of Kentucky. Mr. Chairman, this is the last 
opportunity the Members will have to express their views on 
this point. I want to make it clear to the Members that this 
is the last opportunity they will have to take care of their 
State banks. 

When this bill becomes a law your national banks, your 
Reserve members, are immediately protected. The State 
banks have absolutely no protection until after they have 
been examined. This amendment provides that this act shall 
not take effect until after the examinations of the State 
banks have been completed. 

A moment ago the Chairman of the Committee on Banking 
and Currency objected to a certain amendment offered by 
the gentleman from Michigan on the ground that if certain 
provisions of the bill were made effective immediately, there 
would be no opportunity of making these examinations. 

I want to put an absolute safeguard in this bill so that the 
State banks will not be put under a handicap. In my town 
we have seven banks. Two of them are national banks. Put 
this law into effect and next Sunday’s paper will carry the 
ad: “Our banks guaranteed by the Government. The other 
five are not.“ 

What would you do if you had a deposit in the other 
banks? You would get your money and take it across the 
street to the bank that had the guaranty. 

Now, this will work no hardship to the bill. The law will 
be just as effective. 

Mr. DONDERO. Mr. Chairman, will the gentleman yield? 

Mr. BROWN of Kentucky. I yield. 

Mr. DONDERO. I am in sympathy with the gentleman’s 
endeavor; but does not the gentleman think there should be 
a time limit within which the examinations of the State 
banks should be completed? 

Mr. BROWN of Kentucky. I take it those who administer 
this law will complete the examination just as quickly as 
they can, but I have written into this amendment thai all 
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State banks which want protection must come in within 30 
days. I take it those who are administering the law will 
complete the examinations just as speedily as possible. 

Now, as I said, this is the last opportunity you are going 
to have to take care of your State banks. You cannot say 
that you left it to the President, because the President is 
not going to administer this act; and once it goes into effect 
with no provision whatever taking care of State banks, 
what are you going to say when you meet your State banker 
and he asks you: “ What did you do to take care of the 
stockholders and depositors in our State banks?” Are you 
going to say you relied on the President? They sent you 
here to safeguard their interests. This is the last oppor- 
tunity you will have to take care of the State banks. [Ap- 
plause.] 

Mr. STEAGALL. Mr. Chairman, I move that all debate 
on this section and all amendments thereto do now close. 

The motion was agreed to. 

The CHAIRMAN. The question is on the amendment 
offered by the gentleman from Kentucky. 

The question was taken; and on a division (demanded by 
Mr. Brown of Kentucky) there were—ayes 116, noes 43. 

So the amendment was agreed to. 

Mr. WEIDEMAN. Mr. Chairman, I offer an amendment. 

The Clerk read as follows: 

Amendment offered by Mr. Wememan: On page 76, in line 3, 
strike out the words “1 year” and insert in lieu thereof the 
words “6 months.” 


Mr. GOSS. Mr. Chairman, I make the point of order 
that the House has already passed on this matter. 

The CHAIRMAN. The Chair may say to the gentleman 
from Michigan that the substance of his amendment has 
already been acted upon. 

Mr. WEIDEMAN. I am inclined to agree that it has. 
May I be heard on the point of order, Mr. Chairman? 

The CHAIRMAN. The Chair will hear the gentleman 
on the point of order. 

Mr. WEIDEMAN. I wish the attention of the Chairman 
of the Committee on Banking and Currency. He moved to 
close debate. He ought to hear this. 

The section in the present bill makes the guarantee of 
bank deposits effective not later than 1 year after the pas- 
sage of the bill. I believe that the people want their bank 
deposits guaranteed now and that the 1-year period should 
be changed to 6 months in order to make this bill operate 
sooner. 

The CHAIRMAN. The point of order is sustained. 

The CHAIRMAN. The gentleman from Ilinois [Mr. 
Dossins] has an amendment, which is at the Clerk’s desk. 

The Clerk read as follows: 

Amendment offered by Mr. Dosprns: On page 76, after line 4, 
after the word “act”, change the period to a colon and add the 
following: “Provided, That the provisions of this title, for the 
insurance of deposits in banks, shall become effective simul- 
taneously in all banks then qualified therefor, but not until the 
Corporation shall have finally approved or rejected all applications 
from nonmember banks for participation in the plan of insurance, 
filed with the Corporation within 30 days after the enactment of 
this act, nor until final action shall have been taken upon all 
applications from nonmember banks for admission to the Federal 
Reserve System, regularly filed prior to the expiration of the said 
30-day period.” 

Mr, DOBBINS. Mr. Chairman, my amendment is covered 
very thoroughly by the amendment of the gentleman from 
Kentucky (Mr. Brown], and I ask unanimous consent to 
withdraw it. 

The CHAIRMAN. Is there objection? 

There was no objection. 

The Clerk read as follows: 


Sec. 312. The right to alter, amend, or repeal this act is hereby 
expressly reserved. If any provision of this act, or the applica- 
tion thereof to any person or circumstances, is held invalid, the 
remainder of the act, and the application of such provision to 
other persons or circumstances, shall not be affected thereby. 


Mr. KVALE. Mr. Chairman, I ask unanimous consent to 
return to section 21 for the purpose of offering an amend- 
ment. 
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Mr. STEAGALL. Mr. Chairman, there will be no objec- 
tion if the gentleman will submit his amendment for a vote 
on the particular amendment and let that be the end of 
it. Is this satisfactory to the gentleman? 

Mr. KVALE. Will the gentleman allow me 1 minute? 

Mr. STEAGALL. Is this satisfactory to the gentleman? 

The CHAIRMAN, Is there objection to the request of 
the gentleman from Minnesota? 

Mr. HUDDLESTON. Mr. Chairman, I object. 

Mr. KVALE. Mr. Chairman, I move to strike out the last 
word. 

Mr. Chairman, for the life of me I cannot understand how 
any Member of this House can take upon himself the respon- 
sibility of objecting to a request which is the result of an 
agreement that has been entered into, after debate, and 
as a result of an understanding and agreement with mem- 
bers of the committee. 

Mr. HUDDLESTON. Mr. Chairman, I make the point of 
order the gentleman is not confining his remarks to the sub- 
ject of his motion. 

Mr. KVALE. The gentleman is quite correct, and if he 
wants to shut me off in that way he can do so. 

Mr. HUDDLESTON. I would be willing for the gentleman 
to offer his amendment without debate. I would not have 
objected had the request been to return to this portion of 
the bill merely to offer the amendment. 

Mr. KVALE. That is all I ask to do. 

Mr, HUDDLESTON. The gentleman asked for time. 

Mr. KVALE. I said I would not insist on any time. 

Mr. HUDDLESTON. The gentleman insisted on having 
a minute, and we cannot grant time to one without granting 
it to all. 

Mr. STEAGALL. I suggest the Chair again submit the 
request. 

The CHAIRMAN. Is there objection to the request of 
the gentleman from Minnesota? 

Mr. HUDDLESTON. Mr. Chairman, reserving the right 
to object, if the gentleman merely wishes to offer an amend- 
ment I shall not object, but I shall object to any debate. 

Mr. KVALE. I shall gladly accede to that. 

Mr. HUDDLESTON. If the request is that we return 
merely for the purpose of offering the gentleman’s amend- 
ment and if it is to be offered without debate, I shall not 
object. 

Mr. KVALE. I so request, Mr. Chairman. 

Mr. HUDDLESTON. I object: unless the request is put in 
that form. 

Mr. KVALE. I agree to that form. 

The CHAIRMAN. Is there objection to the request of 
the gentleman from Minnesota? 

There was no objection. 

The CHAIRMAN. The gentleman from Minnesota offers 
an amendment which the Clerk will report. 

The Clerk read as follows: 

Amendment offered by Mr. Kvate: Page 28, line 25, after the 
words “not less than”, strike out “$2,000” and insert in lieu 
thereof the following: “$2,500, unless the capital of the bank 
shall not exceed $50,000, in which case he must own in his own 
right shares having a par value in the aggregate of not less than 
$1,500, unless the capital of the bank shall not exceed $25,000, 
in which case he must own in his own right shares having a par 
value in the aggregate of not less than $750.” 

The CHAIRMAN. The question is on the amendment 
offered by the gentleman from Minnesota. 

The question was taken; and on a division (demanded by 
Mr. Kval) there were—ayes 136, noes 5. 

So the amendment was agreed to. 

Mr. LEWIS of Maryland. Mr. Chairman, I ask unani- 
mous consent to return to section 4, page 6, line 1, for the 
sole purpose of offering an amendment, without debate, 
which I send to the Clerk’s desk. 

The CHAIRMAN. Is there objection to the request of the 
gentleman from Maryland? 

Mr. DE PRIEST. I object. 

The CHAIRMAN. Under the rule the Committee auto- 
matically rises. 
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Accordingly the Committee rose; and the Speaker hay- 
ing resumed the chair, Mr. Cannon of Missouri, Chairman 
of the Committee of the Whole House on the state of the 
Union, reported that that Committee, having had under con- 
sideration the bill (H.R. 5661) to provide for the safer and 
more effective use of the assets of banks, to regulate inter- 
bank control, to prevent the undue diversion of funds into 
speculative operations, and for other purposes, under the 
provisions of the resolution he reported the same back to 
the House with the amendments adopted by the Committee. 

The SPEAKER. Under the rule the previous question is 
ordered. Is a separate vote demanded on any amendment? 
If not, the Chair will put them in gross. 

The amendments were agreed to. 

The bill was ordered to be engrossed and read a third 
time, and was read the third time. 

Mr. ZIONCHECK. Mr. Speaker, I offer the following 
motion to recommit. 

The SPEAKER. Is the gentleman opposed to the bill? 

Mr. ZIONCHECK. I am. 

The SPEAKER. Is any member of the committee opposed 
to the bill? If there is no member opposed to the bill who 
wishes to make a motion to recommit, the Clerk will report 
the motion of the gentleman from Michigan. 

The Clerk read as follows: 

Mr. ZIoNcHECK moves to recommit the bill to the Committee 
on Banking and* Currency with instructions to report the same 
back forthwith, amended as follows: 

“On page 31, after line 4, insert a new section, as follows: 

“*Sec. 25. Paragraph 1 of section 16 of the Federal Reserve Act, 
as amended (U.S. C., title 12, sec. 248), is hereby amended by 
striking out the period at the end thereof and inserting in lieu 
theréof a colon and the following: “Provided, That no such 
officer or employee shall receive a salary in excess of $10,000 per 
annum and in no case shall any such officer or employee receive a 
salary at a rate in excess of the rate of salary paid for like or simi- 
lar positions which are subject to the provisions of the Classifica- 
tion Act of 1923, as amended, and to the Civil Service laws and 
regulations.“ 

“And on page 57, line 2, before the period, insert the following: 

“* Provided, That no such officer or employee shall receive a 
salary in excess of $10,000 per annum, and in no case shall any 
such officer or employee receive a salary at a rate in excess of the 
rate of salary paid for like or similar positions which are sub- 
ject to the provisions of the Classification Act of 1923, as amended, 
and to the Civil Service laws and regulations.’” 


Mr. LUCE. Mr. Speaker, I make the point of order that 
neither of the provisions of the motion to recommit are 
germane to any provision of the bill. 

The SPEAKER. That has already been passed upon in 
Committee of the Whole and was held to be germane. 

IMPEACHMENT CHARGES 

Mr. McFADDEN. Mr. Speaker, I rise to a question of 
constitutional privilege. On my own responsibility as a 
Member of the House of Representatives, I impeach Eugene 
Meyer, former member of the Federal Reserve Board; Roy 
A. Young, former member of the Federal Reserve Board; 
Edmund Platt, former member of the Federal Reserve 
Board; Eugene R. Black, member of the Federal Reserve 
Board and officer of the Federal Reserve Bank of Atlanta; 
Adolph Caspar Miller, member of the Federal Reserve Board; 
Charles S. Hamlin, member of the Federal Reserve Board; 
George R. James, member of the Federal Reserve Board; 
Andrew W. Mellon, former Secretary of the United States 
Treasury and former ex-officio member of the Federal Re- 
serve Board; Ogden L. Mills, former Secretary of the United 
States Treasury and former ex-officio member of the Federal 
Reserve Board; William H. Woodin, Secretary of the United 
States Treasury and ex-officio member of the Federal Re- 
serve Board; John W. Pole, former Comptroller of the Cur- 
rency and former ex-officio member of the Federal Reserve 
Board; J. F. T. O’Connor, Comptroller of the Currency and 
ex-officio member of the Federal Reserve Board; F. H. Cur- 
tiss, Federal Reserve agent of the Federal Reserve Bank of 
Boston; J. H. Case, Federal Reserve agent of the Federal 
Reserve Bank of New York; R. L. Austin, Federal Reserve 
agent of the Federal Reserve Bank of Philadelphia; George 
De Camp, former Federal Reserve agent of the Federal Re- 
serve Bank of Cleveland; L. B. Williams, Federal Reserve 
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agent of the Federal Reserve Bank of Cleveland; W. W. Hox- 
ton, Federal Reserve agent of the Federal Reserve Bank of 
Richmond; Oscar Newton, Federal Reserve egent of the 
Federal Reserve Bank of Atlanta; E. M. Stevens, Federal 
Reserve agent of the Federal Reserve Bank of Chicago; J. S. 
Wood, Federal Reserve agent of the Federal Reserve Bank 
of St. Louis; J. N. Peyton, Federal Reserve agent of the 
Federal Reserve Bank of Minneapolis; M. L. McClure, Fed- 
eral Reserve agent of the Federal Reserve Bank of Kansas 
City; C. C. Walsh, Federal Reserve agent of the Federal 
Reserve Bank of Dallas; Isaac B. Newton, Federal Reserve 
agent of the Federal Reserve Bank of San Francisco, jointly 
and severally, of high crimes and misdemeanors, and offer 
the following resolution: 


Whereas I charge the aforesaid Eugene Meyer, Roy A. Young, 
Edmund Platt, Eugene R. Black, Adolph Caspar Miller, Charles 8. 
Hamlin, George R. James, Andrew W. Mellon, Ogden L. Mills, Wil- 
liam H. Woodin, John W. Pole, J. F. T. O’Connor, members of the 
Federal Reserve Board; F. H. Curtiss, J. H. Case, R. L. Austin, 
George De Camp, L. B. Williams, W. W. Hoxton, Oscar Newton, 
E. M. Stevens, J. S. Wood, J. N. Peyton, M. L. McClure, C. C 
Walsh, Isaac B. Newton, Federal Reserve agents, jointly and sev- 
erally, with violations of the Constitution and laws of the United 
States, and whereas I charge them with having taken funds from 
the United States Treasury which were not appropriated by the 
Congress of the United States, and I charge them with having 
unlawfully taken over $80,000,000,000 from the United States Gov- 
ernment in the year 1928, the said unlawful taking consisting of 
the unlawful creation of claims against the United States Treasury 
to the extent of over $80,000,000,000 in the year 1928, and I charge 
them with similar thefts committed in 1929, 1930, 1931, 1932, 
and 1933, and in years previous to 1928, amounting to billions of 
dollars; and 

Whereas I charge them, jointly and severally, with having un- 
lawfully created claims against the United States Treasury by 
unlawfully placing United States Government credit in specific 
amounts to the credit of foreign governments and foreign central 
banks of issue; private interests and commercial and private banks 
of the United States and foreign countries, and branches of for- 
eign banks doing business in the United States, to the extent of 
billions of dollars; and with having made unlawful contracts in 
the name of the United States Government and the United States 
Treasury; and with having made false entries on books of ac- 
count; and 

Whereas I charge them, jointly and severally, with having taken 
Federal Reserve notes from the United States Treasury and with 
having issued Federal Reserve notes and with having put Federal 
Reserve notes into circulation without obeying the mandatory 
provision of the Federal Reserve Act which requires the Federal 
Reserve Board to fix an interest rate on all issues of Federal Re- 
serve notes supplied to Federal Reserve banks, the interest result- 
ing therefrom to be paid by the Federal Reserve banks to the 
Government of the United States for the use of the said Federal 
Reserve notes, and I charge them with having defrauded the 
United States Government and the people of the United States 
of billions of dollars by the commission of this crime; and 

Whereas I them, jointly and severally, with having pur- 
chased United States Government securities with United States 
Government credit unlawfully taken and with having sold the 
said United States Government securities back to the people of 
the United States for gold or gold values and with having again 
purchased United States Government securities with United States 
Government credit unlawfully taken and with having again sold 
the said United States Government securities back to the people 
of the United States for gold or gold values, and I charge them 
with having defrauded the United States Government and the 

people of the United States by this rotary process; and 

S Whereas I charge them, jointly and severally, with having un- 
lawfully negotiated United States Government securities, upon 
which the Government's liability was extinguished, as collateral 
security for Federal Reserve notes and with having substituted 
such securities for gold which was being held as collateral security 
for Federal Reserve notes, and with having by this process de- 
frauded the United States Government and the people of the 
United States, and I charge them with the theft of all the gold 
and Federal Reserve currency they obtained by this process; and 

Whereas I charge them, jointly and severally, with having un- 
lawfully issued Federal Reserve currency on false, worthless, and 
fictitious acceptances and other circulating evidences of debt, and 
with having made unlawful advancements of Federal Reserve cur- 
rency, and with having unlawfully permitted renewals of accept- 
ances and renewals of other circulating evidences of debt, and 
with having permitted acceptance bankers and discount dealer 
corporations and other private bankers to violate the banking 
laws of the United States; and 

Whereas I charge them, jointly and severally, with having con- 
spired to have evidences of debt to the extent of over $1,000,000,000 
artificially created at the end of February 1933 and early in 
March 1933, and with having made unlawful issues and advance- 
ments of Federal Reserve currency on the security of the said 
artificially created evidences of debt for a sinister purpose, and 
with having assisted in the execution of the said sinister purpose; 
and 
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Whereas I charge them, jointly and severally, with having 
brought about a repudiation of the currency obligations of the 
Federal Reserve banks to the people of the United States, and with 
having conspired to obtain a release for the Federal Reserve Board 
and the Federal Reserve banks from their contractual liability 
to redeem all Federal Reserve currency in gold or lawful money at 
any Federal Reserve bank, and with having defrauded the holders 
of Federal Reserve currency, and with having conspired to have 
the debts and losses of the Federal Reserve Board and the Federal 
Reserve banks unlawfully transferred to the Government and the 
people of the United States; and 

Whereas I charge them, jointly and severally, with having un- 
lawfully substituted Federal Reserve currency and other irre- 
deemable paper currency for gold in the hands of the people after 
the decision to repudiate the Federal Reserve currency and the 
national currency was made known to them, and with having thus 
obtained money under false pretenses; and 

Whereas I charge them, jointly and severally, with having 
brought about a repudiation of the national currency of the United 
States in order that the gold value of the said currency might be 
given to private interests, foreign governments, foreign central 
banks of issue, and the Bank for International Settlements, and 
the people of the United States be left without gold or lawful 
money and with no currency other than a paper currency irredeem- 
able in gold, and I charge them with having done this for the 
benefit of private interests, foreign governments, foreign central 
banks of issue, and the Bank for International Settlements; and 

Whereas I charge them, jointly and severally, with conniving 
with the Edge law banks and other Edge law institutions, accepting 
banks, and discount corporations, unlawfully to finance foreign 
governments, foreign central banks of issue, foreign commercial 
banks, foreign corporations, and foreign individuals with funds 
unlawfully taken from the United States Treasury; and I charge 
them with having unlawfully permitted and made possible “ mass 
financing” of foreigners at the expense of the United States Treas- 
ury to the extent of billions of dollars and with having unlawfully 
permitted and made possible the bringing into the United States of 
immense quantities of foreign securities, created in foreign coun- 
tries for export to the United States, and with having unlawfully 

tted the said foreign securities to be imported into the United 
States instead of gold, which was lawfully due to the United States 
on trade balances and otherwise, and with having unlawfully per- 
mitted and facilitated the sale of the said foreign securities in the 
United States in a manner prejudicial to the public welfare and 
inimical to the Government of the United States; and 

Whereas I charge them, jointly and severally, with having un- 
lawfully made loans of gold and of gold values belonging to the 
bank depositors and the general public of the United States to 
foreign governments, foreign central banks of issue, foreign com- 
mercial banks, foreign corporations, and individuals, and the Bank 
for International Settlements, to the loss and detriment of the 
Government and the people of the United States; and 

Whereas I charge them, jointly and severally, with having un- 
lawfully exported gold reserves belonging to the national bank 
depositors and gold belonging to the general public of the United 
States to foreign countries, and with having converted the said 
goid into foreign currencies, and with having used it for the bene- 
fit of foreigners, and for speculative purposes abroad, and with 
having unlawfully converted to their own use and the use of 
others gold belonging to the United States stored or held in foreign 
countries, and with having unlawfully prevented the shipment to 
the United States of the said gold which was due to the United 
States, and with having permitted the importation under their 
supervision of false, worthless, and fictitious trade paper and 
foreign securities of doubtful value in Heu of it, and with having 
caused the United States to lose the said gold; and 

Whereas I charge them, jointly and severally, with having un- 
lawfully exported United States coins and currency for a sinister 
purpose, and with having deprived the people of the United States 
of their lawful circulating medium of exchange, and I charge them 
with having arbitrarily and unlawfully reduced the amount of 
money and currency in circulation in the United States to the 
lowest rate per capita in the of the Government, so that 
the great mass of the people have been left without a sufficient 
medium of SEEDERS, and I charge them with concealment and 
evasion in refusing to make known the amount of United States 
money in coins end paper currency exported abroad and the 
amount remaining in the United States, as a result of which 
refusal the Congress of the United States is unable to ascertain 
where the United States coins and issues of currency are at the 
present time and what amount of United States currency is now 
held abroad; and 

Whereas I charge them, jointly and severally, with having arbi- 
trarily and unlawfully raised and lowered the rates on money and 
with having arbitrarily increased and diminished the volume of 
currency in circulation for the benefit of private interests and 
foreign speculators at the expense of the Government and the 
people of the United States and with having unlawfully manipu- 
lated money rates, wages, salaries, and property values, both real 
and personal, In the United States, by unlawful operations in the 
open discount market and by resale and repurchase agreements 
unsanctioned by law; and 

Whereas I charge them, jointly and severally, with having 
brought about the decline in prices on the New York Stock Ex- 

e and other exchanges in October 1929 by unlawful manipu- 
lation of money rates and volume of United States money and 
currency in circulation; by thefts of funds from the United States 
Treasury; by gambling in acceptances and United States Govern- 
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ment securities; by services rendered to foreign and domestic 
speculators and politicians, and by the unlawful sale of United 
States gold reserves, and whereas I that the unconsti- 
tutional inflation law imbedded in the so-called “ Farm Relief Act” 
by which the Federal Reserve Board and the Federal Reserve banks 
are given permission to buy United States Government securities 
to the extent of $3,000,000,000 and to draw forth currency from 
the people’s Treasury to the extent of $3,000,000,000 is likely to 
result by connivance on the part of the said accused with others 
in the purchase by the Federal Reserve banks of United States 
Government securities to the extent of $3,000,000,000 with the 
United States Government’s own credit unlawfully taken, it being 
obvious that the Federal Reserve Board and the Federal Reserve 
banks do not intend to pay anything of value to the United States 
Government for the said United States Government securities— 
no provision for payment in gold or lawful money appearing in 
the so-called Farm Relief Act ”—and that the United States Gov- 
ernment will thus be placed in the position of conferring a gift 
of $3,000,000,000 in United States Government securities on the 
Federal Reserve Board and the Federal Reserve banks to enable 
them to pay more of their bad debts to foreign governments, for- 
eign central banks of issue, private interests, and private and 
commercial banks, both foreign and domestic, and the Bank for 
International Settlements, and whereas the United States Govern- 
ment will thus go into debt to the extent of $3,000,000,000 and will 
then have an additional claim for $3,000,000,000 in currency 
unlawfully created against it and whereas no private interests 
should be permitted to buy United States Government securities 
with the Government's own credit unlawfully taken and whereas 
currency should not be issued for the benefit of the said private 
interests or any interests on United States Government securities 
so acquired, and whereas it has been publicly stated and not 
denied that the inflation amendment to the Farm Relief Act is 
the matter of benefit which was secured by Ramsay MacDonald, 
the Prime Minister of Great Britain, upon the occasion of his 
latest visit to the White House and the United States Treasury, 
and whereas there is grave danger that the accused will employ 
the provision creating United States Government securities to the 
extent of $3,000,000,000 and $3,000,000,000 in currency to be is- 
suable thereupon for the benefit of themselves and their foreign 
principals, and that they will convert the currency so obtained 
to the uses of Great Britain by secret arrangements with the Bank 
of England of which they are the agents, and for which they 
maintain an account and perform services at the expense of the 
United States Treasury, and that they will likewise confer benefits 
upon the Bank for International Settlements for which they main- 
tain an account and perform services at the expense of the United 
States Treasury; and 

Whereas I charge them, jointly and severally, with having 
unlawfully concealed the insolvency of the Federal Reserve Board 
and the Federal Reserve banks and with having failed to report 
the insolvency of the Federal Reserve banks to the Congress and 
with having conspired to have the said insolvent institutions con- 
tinue in operation, and with having permitted the said insolvent 
institutions to receive United States Government funds and other 
deposits, and with having permitted them to exercise control over 
the gold reserves of the United States and with having permitted 
them to transfer upward of $100,000,000,000 of their debts 
and losses to the general public and the Government of the 
United States, and with having permitted foreign debts of the 
Federal Reserve banks to be paid with the property, the savings, 
the wages, and the salaries of the people of the United States, 
and with the farms and homes of the American people, and 
whereas I charge them with forcing the bad debts of the Federal 
Reserve banks upon the general public covertly and dishonestly 
and with taking the general wealth and savings of the people 
of the United States under false pretenses, to pay the debts of 
the Federal Reserve banks to foreigners, and 

Whereas I charge them, jointly and severally, with violations 
of the Federal Reserve Act and other laws; with maladministration 
of the Federal Reserve Act; and with evasions of Federal Reserve 
law and other laws, and with having unlawfully failed to report 
violations of law on the part of Federal Reserve banks which, if 
known, would have caused the said Federal Reserve banks to lose 
their charters, and 

Whereas I charge them, jointly and severally, with failure to 
protect and maintain the gold reserves and the gold stock and 
gold coinage of the United States and with having sold the gold 
reserves of the United States to foreign governments, foreign 
central banks of issue, foreign commercial and private banks, 
and other foreign institutions and individuals at a profit to them- 
selves, and I charge them with having sold gold reserves of the 
United States so that between 1924 and 1928 the United States 
gained no gold on net account, but suffered a decline in its per- 
centage of central gold reserves from 45.9 percent in 1924 to 37.5 
percent in 1928 notwithstanding the fact that the United States 
had a favorable balance of trade throughout that period; and 

Whereas the United States was the only country which lost a 
considerable quantity of gold during that period, to wit, 1924 to 
1928, inclusive, I charge them with the theft and sale of the 
said gold to their foreign principals, and I charge them with the 
theft and sale of 10 percent of the entire gold stock of the United 
States during the last 4 months of 1927 and during 1928 after 
crediting all importations of gold received by the United States 
during that period, this theft and sale of 10 percent of the gold 
stock of the United States occasioning the largest gold outflow 
from the United States that had ever theretofore occurred, and 
I charge them with the theft and sale of all the gold reserves 
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from the United States from the year 1928 to the 
present time, a period during which the United States has lost 
gold continuously and has gained no gold on net account, not- 
withstanding the fact that the balance of trade and accounts 
throughout the ‘entire period has been in favor of the United 
States; and 

Whereas the United States has received no gold on net account 
since 1923, a period of 10 years during which the United States 
has had a favorable balance of trade and has had large sums 
due to it and payable in gold from foreign nations and has not 
received such sums in gold, I charge them, the said accused, with 
the theft of gold which was lawfully due to the United States, 
with the theft of gold belonging to the United States, and with 
the unlawful diversion of United States gold to the treasuries and 
central banks of foreign countries, and I charge them with con- 
cealment of the true condition and amount of the gold reserves 
of the United States at the present time; and 

Whereas I charge them, jointly and severally, with having con- 
spired to concentrate United States Government securities and 
thus the national debt of the United States in the hands of for- 
eigners and international money lenders and with having con- 
spired to transfer to foreigners and international money lenders 
title to and control of the financial resources of the United 
States; and 

Whereas I charge them, jointly and severally, with having ficti- 
tiously paid installments on the national debt with Government 
credit unlawfully taken; and 7 

Whereas I charge them, jointly and severally, with the loss of 
United States Governnient funds intrusted to their care; and 

Whereas I charge them, jointly and severally, with having de- 
stroyed independent banks in the United States and with having 
thereby caused losses amounting to billions of dollars to the 
depositors of the said banks and to the general public of the 
United States; and 

Whereas I charge them, jointly and severally, with failure to 
furnish true reports of the business operations and the condition 
of the Federal Reserve banks to the Congress and the people, and 
with having furnished false and misleading reports to the Con- 
gress of the United States; and 

Whereas I charge them, jointly and severally, with having pub- 
lished false and misleading propaganda intended to deceive the 
American people and to cause the United States to lose its inde- 
pendence; and 

Whereas I charge them, jointly and severally, with unlawfully 
allowing Great Britain to share in the profits of the Federal 
Reserve System at the expense of the Government and the people 
of the United States; and 

Whereas I charge them, jointly and severally, with having cn- 
tered into secret agreements and illegal transactions with Mon- 
tagu Norman, governor of the Bank of England; and 

Whereas I charge them, jointly and severally, with swindling the 
United States Treasury and the people of the United States in 
pretending to have received payment from Great Britain of the 
amount due on the British war debt to the United States in De- 
cember 1932; and 

Whereas I charge them, jointly and severally, with having con- 
spired with their foreign principals and others to defraud the 
United States Government and to prevent the people of the United 
States from receiving payment of the war debts due to the United 
States from foreign nations; and 

Whereas I charge them, jointly and severally, with having robbed 
the United States Government and the people of the United 
States by their theft and sale of the gold reserve of the United 
States and other unlawful transactions, and with having created 
a deficit in the United States Treasury which has necessitated to 
a large extent the destruction of our national defense and the ře- 
duction of the United States Army and the United States Navy and 
other branches of the national defense; and 

Whereas I charge them, jointly and severally, with having re- 
duced the United States from a first-class power to one that is 
dependent, and with having reduced the United States from a rich 
and powerful Nation to one that is internationally poor; and 

Whereas I charge them, jointly and severally, with the crime of 
having treasonably conspired and acted against the peace and se- 
curity of the United States, and with having treasonably conspired 
8 ayy constitutional government in the United States: There- 

ore be it 

Resolved, That the Committee on the Judiciary is authorized 
and directed, as a whole or by subcommittee, to investigate the 
Official conduct of Eugene Meyer, Roy A. Young, Edmund Platt, 
Eugene R. Black, Adolph Caspar Miller, Charles S. Hamlin, George 
R. James, Andrew W. Mellon, Ogden L. Mills, William H. Woodin, 
John W. Pole, J. F. T. O'Connor, members of the Federal Reserve 
Board; and F. H. Curtiss, J. H. Case, R. L. Austin, George De Camp, 
L. B. Williams, W. W. Hoxton, Oscar Newton, E. M. Stevens, J. S. 
Wood, J. N. Payton, M. L. McClure, C. C. Walsh, Isaac B. Newton, 
Federal Reserve agents, to determine whether, in the opinion of 
the said committee, they have been guilty of any high crime or 
misdemeanor which, in the contemplation of the Constitution, re- 
quires the interposition of the constitutional powers of the House. 
Such committee shall report its findings to the House, together 
with such resolution or resolutions of impeachment or other 
recommendations as it deems proper. 

For the purposes of this resolution the committee is authorized 
to sit and act during the present Congress at such times and places 
in the District of Columbia or elsewhere, whether or not the House 
is sitting, has recessed, or has adjourned, to hold such clerical, 
stenographic, and other assistants, to require the attendance of 
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such witnesses and the production of such books, papers, and docu- 
ments, to take such testimony, to have such printing and binding 
done, and to make such expenditures as it deems necessary. 

During the reading of the above the following occurred: 

Mr. MAPES. Mr. Speaker, a point of order. I wish to 
submit the question to the Speaker as to whether or not a 
person who is not now in office is subject to impeachment? 
This resolution of the gentleman from Pennsylvania refers 
to several people who are no longer holding any public office. 
They are not now at least civil officers. The Constitution 
provides that the “ President, Vice President, and all civil 
officers shall be removed from office on impeachment ”, and 
so forth. I have had no opportunity to examine the prec- 
edents since this matter came up, but it occurs to me that 
the resolution takes in too much territory to make it 
privileged. 

The SPEAKER. That is a constitutional question which 
the Chair cannot pass upon, but should be passed upon by 
the House. 

Mr. BYRNS. Mr. Speaker, I move that the resolution and 
charge be referred to the Committee on the Judiciary. 

The motion was agreed to. 


REGULATION OF BANKS 


The SPEAKER. The question is on the motion to recom- 
mit the bill’ (H.R. 5661). 

The motion was rejected. 

The SPEAKER. The question is on the passage of the 


bill. 

The question was taken; and on a division (demanded by 
Mr. Parman) there were—ayes 262, noes 19. 

So the bill was passed. 

A motion to reconsider the vote by which the bill was 
passed was laid on the table. 


GUARANTY OF BANK DEPOSITS 


Mr. DONDERO. Mr. Speaker, I ask unanimous consent 
to extend my remarks in the RECORD. 

Mr. SPEAKER. Is there objection? 

There was no objection. 

Mr. DONDERO. Mr. Speaker, coming from a section of 
the land where bank failures and the closing of banks, 
State and national, have caused untold distress and hard- 
ship, I arise to speak in favor of the pending bill, H.R. 5661 
with more than ordinary interest. 

Living in a township in which 80,000 people reside, whefe 
every one of its seven banks closed its doors, and this 
within the metropolitan area of Detroit, I yield to no person 
the right to claim greater knowledge of the misery and dep- 
rivation to which such a situation can subject a people. 

Only once before in the history of the Nation, namely in 
1837, did a like situation occur in this country when all the 
banks of the land practically closed at one time. That was 
known as the “ wildcat period” of our national existence. 
Then every bank issued its own money. The country had 
launched itself upon a program of expansion and the con- 
struction of internal improvements, such as canals and rail- 
roads. It was a boom time, a period of great inflation, and 
in its train came conditions not unlike the present. 

The present economic period, caused by inflation, abnor- 
mal prices, and, also, by abnormal growth in the large pop- 
ulated centers of the country, has again left our people in 
the slough of despair and misery. Their life’s earnings and 
savings have been swept away and have vanished like mist 
before the rising sun. Thousands of banks in the country 
have closed, not because all bankers have been dishonest or 
have overreached, but because of the unparalleled depreci- 
ation of the securities in which the banks have invested their 
money. But regardless of how or what the cause has been 
that has closed the banks, the result is exactly the same, 
viz, that the people of the country have lost all faith and 
confidence in our banks and in our banking system and 
institutions. 

In addition to the enormous sums of money lost, there 
has also been an enormous sum of money which has gone 
into hiding, and I am informed that the amount is nearly 
$2,000,000,000, which has been withdrawn from the channels 
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of trade and of commerce. It has been secreted in the 
button box, the family clock, the secret drawer, and the 
safety-deposit box. That money is going to remain there 
until this Congress passes some form of legislation to guar- 
antee or insure to the people the safety of their hard-earned 
money. 

The bill before the House may not be a perfect bill in 
its entirety, but it does contain the principle which the 
country is demanding, namely, that the deposits from now 
on in banks, whether national or State, shall be guaranteed 
and secured to the people. That principle has my complete 
and hearty endorsement. The temper and feeling of the 
people, in which their loss of confidence is reflected, is borne 
out by the fact that the Postal Savings deposits in the United 
States have increased more than 100 percent in the last 12 
months, and today I have been informed by the Post Office 
Department that the amount of money now on deposit in 
the Postal Savings Department of the Government amounts 
to $1,157,651,000, bearing interest at 2 percent. There is 
only one answer to this tremendous increase in the deposits 
of the Postal Savings Department and that is that the people 
still have faith and confidence in the Government of the 
United States. It is one bank in the country that has never 
closed, and the depositors know they can have their money 
upon demand. 

Let us support this bill and guarantee to all the people 
the same security of their deposits in banks that the people 
now have in the Postal Savings of the Nation. It will do 
much to restore the faith and confidence of the people, not 
only in the financial institutions and the banking system of 
the country but it will restore faith and hope in the people. 

Idle dollars make idle men. Encourage hidden wealth to 
march out of its hiding places into the proper channels of 
commerce and industry and the wheels of business will begin 
to turn again. Money will be more plentiful; credit will be 
reestablished; funds will be available for legitimate enter- 
prises, and upon the whole the country will be greatly bene- 
fited, and we will do much toward restoring prosperity to 
our people by this constructive piece of legislation. I hope 
the bill will pass and be enacted into law at the earliest 
possible date. 

REORGANIZATION OF GOVERNMENT BUREAUS 


Mr. BOLTON. Mr. Speaker, I ask unanimous consent to 
extend my remarks in the Recorp. 

The SPEAKER. Is there objection? 

There was no objection. 

Mr. BOLTON. Mr. Speaker, there has been so much dis- 
cussion of the possibility of transferring work now done 
by the Corps of Engineers, United States Army, to other 
bureaus or departments that I believe it is the logical time 
to point out some of the reasons why such a transfer should 
not be put into effect. For perhaps 20 years there has been 
agitation for the consolidation of public-works activities of 
the Government and there is always coupled with this the 
suggestion that the civil duties of the Engineer Corps be 
taken over by some other bureau or a department of public 
works. This proposal was renewed in the presidential mes- 
sage of December 9, 1932, recommending consolidation of 
various governmental agencies. Broad authority has been 
given to the President with a view to reorganization of the 
Federal Government. 

My purpose is to present some of the facts and considera- 
tions which should be cited in opposition to this transfer. 
First, however, it is useful to examine the reasons advanced 
by groups of civillen engineers and others who have ap- 
peared at congressional hearings in favor of this transfer. 
These arguments are without exception speculative gener- 
alities without statistical foundation. They fall into four 
general groups; namely, that (1) such a transfer would re- 
sult in economy; (2) that it would bring greater efficiency; 
(3) that it is unfair to civilian engineers to have the work 
performed by the military branch of the Government; and 
(4) that the Engineer Corps would be benefited by the pro- 
posed transfer and national defense better served. 

A. It is asserted that such a transfer would produce sub- 
stantial economies in public-works expenditures, prdbably 
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from 15 to 25 percent—no particulars given. The state- 
ments generally made in support of this assertion are: 

First. By consolidating all public works many overlapping 
functions would be eliminated; reductions in personnel and 
operating expenses would be achieved. 

The principal civil duties of the Corps of Engineers are 
flood control, rivers and harbors works and allied services, 
and certain construction and maintenance duties in the Dis- 
trict of Columbia and in connection with memorials. All 
these are specialized functions which in no sense overlap 
with the functions of any other branch of the Government. 
In instances where the facilities of other departments are of 
incidental use to the corps, or where it is able to render 
assistance to other branches, the fullest cooperation is 
practiced. 

Second. The Engineer Corps has equipment valued at ap- 
proximately $60,000,000, but only uses it in conducting less 
than $20,000,000 of work each year. This would despre a 
ruinous waste in the case of private engineering firms 
Under the proposed consolidation this expensive equipment 
would be available for all Government works and would be 
of more constant public value. 

These statements are inaccurate. The work done with 
Government plant and hired help each year is not 30 percent 
the value of the plant but approximately 100 percent. A 
large part of this plant consists of sea-going dredges with a 
useful life of 25 years. Much of this plant is kept at points 
where may arise emergencies involving great losses to com- 
merce, and it may, therefore, be considered to serve the same 

purpose as a fire department, not an idle plant. Finally, 
this equipment enables the Engineer Corps to keep at a 
minimum bids for work submitted by private contractors, as 
it operates with hired labor all works for which the lowest 
bids are in excess of 25 percent more than the Army esti- 
mates of costs. Over a 5-year period the savings on work 
executed on which bids had been rejected amounted to 38 
percent. In determining these costs the Corps of Engineers 
includes depreciation and carrying charges on its plant, so 
that comparisons with private bids are equitable. 

Third. More than $2,000,000,000 have been spent through 
the Engineer Corps for construction and maintenance, not 
including the original cost of the Panama Canal. It is con- 
tended that the great works for which the Engineer Corps 
receives credit were actually done by civilian engineers, and 
that there is no evidence that these works were done with 
greater economy than they would have been if entirely under 
the direction of civilian engineers. 

The burden of proof in this respect does not rest with the 
Corps of Engineers, as probably no other group of works of 
such magnitude may be cited in whose history there has 
never been a suspicion of graft, waste, and incompetence. 
In more than a century there has been but one case of an 
officer who has been accused of irregularity. 

Fourth. The assertion is frequently made that the United 
States stands almost alone among civilized nations in not 
having all of its public works under a consolidated depart- 
ment of public works. This is cited as evidence of the 
superior economy of consolidation. 

This statement is misleading; as a matter of fact, in Can- 
ada the rivers and harbors work is conducted by three dif- 
ferent agencies; in Great Britain it is spread among many 
governmental and private agencies; in Germany and many 
other countries it is conducted by various state agencies; and 
in France the system practically parallels ours. 

The foregoing are the chief contentions that economies 
would be realized by the proposed consolidation of rivers 
and harbors work under a public-works agency. 

B. Advocates of the transfer of these functions assert that 
superior efficiency will be realized. The following reasons 
are advanced: 

First. Probably, it is said, only about one third of the 
personnel of the Corps of Engineers could qualify as engi- 
neers in the professional meaning of the word. The training 
at West Point is said not to be the equivalent of a technical 
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school. Consequently civilian engineers of established abil- 
ity are frequently under the authority of untrained Army 
officers. 

The training required in the Corps of Engineers exceeds 
that of civilian engineers. Four years at West Point, which 
is recognized as the equivalent of a bachelor of science in en- 
gineering; 2 years as student officer attached to rivers and 
harbors work, learning every practical detail from the 
ground up; a post-graduate course of a year at a leading 
technical institution; a special rivers and harbors course at 
the engineering school at Fort Humphreys; detail as assist- 
ant to district engineers. The Corps of Engineers in its con- 
duct of the civil-construction operations has become a 
national institution with a most enviable heritage to main- 
tain. Officers of the corps are permitted to assume respon- 
sible authority over public works only after a most thorough 
training acquired by technical and practical application 
under the tutelage of officers of ripe experience. Only after 
considerable service in this capacity may an officer be put 
in authority over any of the works. The fact that Army 
engineers are frequently offered high salaries in civilian en- 
gineering is ample evidence that they are equipped to com- 
pete with civilians in a professional capacity. 

Second. The frequent transfers of officers detailed to pub- 
lic works from one post to another at intervals of 3 or 4 years 
is considered as a grave handicap, preventing continuity of 
policy and dividing the responsibility for the work. 

Granting that an officer may need a little time to orient 
himself to the problems of a new post, these changes are 
considered highly desirable from a civil as well as a military 
viewpoint. They tend to stabilize standards of Army work 
at a high and uniform level. Change of station is also very 
important in that it stimulates and infuses the spirit of 
the local organization forces, reducing human tendency to 
become routine, prosaic, and self-satisfied. Change of offi- 
cers not only permits a broadening of the officer’s vision, but 
also effectively insures against a common tendency of the 
local force to take things for granted to the expense and 
disadvantage of the Government. This matter of regulated 
change in station is one of the very most important matters 
in the successful and economical conduct of Federal work 
and of officer personnel. Instead of preventing continuity 
of policy, the changes most decidedly preserve continuity of 
a national policy, forestalling the building-up of local de- 
tached practices in the conduct of public work which would 
soon become, if not controlled, both costly and detrimental 
to the best interests of the United States. An officer at a 
new post finds there an established routine which is identical 
with the post he has left, and he takes up his duties with 
the valuable knowledge of river and harbor work from a 
national viewpoint, free from local influence and prejudices. 
Thus ruts are avoided and wider experience is applied to 
each job. 

Third. Promotions and assignments of Army engineers 
depend on Army politics and not upon engineering ability. 

This statement was evidently published in ignorance of 
the fact that promotions are automatic in the Engineer 
Corps. Probably in no other organization, public or private, 
is advancement as free from politics. As for the assign- 
ments, the posts are filled by the men whose records show 
them to be the best fitted for them. 

Fourth. No one in the War Department cares very much 
whether one of these civil works costs a million dollars or 
so more or less than it should. * * No one seems to 
care as long as the papers are straight. 

This opinion does not take into account the fact that 
the Engineer Corps has a magnificent tradition of public 
service, and that there is a healthy element of competition 
with other Government departments in seeking to produce 
the best possible results for the money expended. Moreover, 
in no other branch of the Government does each project 
come under the scrutiny of as many disinterested officials 
before it is approved 

Fifth. Excessive red tape and paper work cause unneces- 
sary delays. 


4060 


No Government department, particularly the one to which 
the proposed transfer is to be made, is as free of red tape as 
a private corporation, for the obvious reason of its accounta- 
bility for funds. This is the procedure for any rivers and 
harbors works: Upon request from Congress, a preliminary 
examination by the district engineer is undertaken to ascer- 
tain the probable public usefulness of his project. His report 
goes in turn for approval to the division engineer, the Board 
of Engineers, the Chief of Engineers, and the Secretary of 
War. If recommendations are favorable, an estimate of 
costs is authorized, and this follows the same route and ‘is 
finally transmitted to Congress for authorization, and, if 
granted, an appropriation when the recommendation of the 
Chief of Engineers indicates the project can be advanta- 
geously carried forward. This procedure is further refuta- 
tion of argument “ 4.” 

Sixth. There is insufficient inspection work to keep head- 
quarters in Washington in touch with the progress of each 
project. 

This decentralization of the Engineer Corps activities by 
which each district engineer and division engineer is respon- 
sible for the works under his supervision tends to promote 
efficiency and keep departmental overhead at a minimum. 
Each is thoroughly familiar with the problems in his local- 
ity and is relieved of the interference of a large central 
organization which would require a large office staff. 

C. Civilian engineers assert that it is unfair to the pro- 
fession to have the rivers and harbors work under the exclu- 
sive direction of military officers. 

First. About 70 or 80 percent of the work administered by 
the Corps of Engineers, it is inaccurately stated, is actually 
let out to private contractors. And the work that is con- 
ducted by the Engineer Corps is largely done by the 1,000 
civilian engineers it employs. Only about 150 officers are 
assigned to the service in supervisory capacity. Thus, while 
these receive all the credit they can only do at most 5 per- 
cent of the work. 

Second. It is unjust to exclude the 200,000 civilian engi- 
neers of the country from the opportunity to participate in 
the important rivers and harbors works. 

Third. The monopoly of this work by the Engineers Corps 
is a reflection upon the engineering schools and upon the 
other engineering branches of the Government. By main- 
taining that only the Army can do this to best public ad- 
vantage, the implication is that West Point graduates are 
superior to all others. 

These arguments are obviously of little importance. It is 
true that the Army officers assigned to the work are neg- 
ligible in relative numbers, and that the bulk of the actual 
work is done by civilian engineers. But if these officers, 
drawing the very modest Army salaries, were to be with- 
drawn from these services, few engineers competent to un- 
dertake the responsibilities for supervising the expenditure 
of more than a hundred million dollars annually could be 
found who would do the work and remain in the service at 
salaries less than several times as high. Many officers re- 
ceiving $5,000 to $6,000 a year have responsibilities com- 
mensurate with those of engineers receiving, in civil life, 
$50,000. 

It is frequently said that the rivers and harbors work is an 
expensive training school for military engineers. But it 
would be infinitely more expensive as a sort of philanthropic 
institution for the benefit of the engineering profession, 
which has succeeded, without this help, in growing to 200,000 
members. As a matter of fact, many Civil Service engi- 
neers receive training as employees of the Engineer Corps 
which enables them to earn salaries many times higher than 
those of the officers. 

D. It is asserted that the Engineer Corps would benefit by 
the proposed transfer and that national defense would be 
better served. 

First. Flood control and rivers and harbors work are no 
more a primary function of the Army than are postal and 
telegraph services. Therefore it would be of advantage to 
release the Engineer Corps from these civil duties for purely 
military activities. 
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work to be done which is comparable to the activities the 
Corps of Engineers is called upon to conduct in time of 
war. These civil duties are therefore invaluable training 
and are essential to national defense. They also enable an 
indispensable group of officers which would have to be main- 
chi ease aca cae service at low cost to the 
public. 

Second. The civil-engineering works of the Corps of Engi- 
neers is regarded by most of the Army as time and energy 
wasted, and experience and skill in this work, instead of 
helping in the advancement of an officer, become a bar to 
his promotion. 

This will be seen to be unfounded when we consider that 
the Engineer Corps has the pick of the graduates of West 
Point, and that the average age of its officers has generally 
been lower than that of other services, indicating more 
Tapid advancement. 

Third. With all public works consolidated under one Goy- 
ernment agency, officers of the Corps of Engineers could put 
their knowledge to good use by being detailed for work under 
this department, and they could broaden their experience by 
being assigned to other types of engineering. 

Such a procedure would break the morale of the Engineer 
Corps and destroy a magnificent tradition. Further, it is 
inconsistent with the argument that the rivers and harbors 
work is an expensive training school for the Army. Here 
it is proposed to replace low-salaried officers with high- 
salaried civilians, and then to assign officers to work in which 
they have not had specialized experience and in which they 
would be at their minimum value to the public. A better 
proposal would be to consolidate some of the other Govern- 
ment engineering activities under the Corps of Engineers, 
whose record for efficiency is unexcelled by any institution, 
public or private. 

Fourth. In time of war the Army is obliged to employ a 
great number of civilian engineers. Therefore the more op- 
portunity there is for them to be trained, the more will be 
available in time of emergency. 

The obvious fallacy of this point is that if civilians were 
to replace the officers, man for man, there would only be 
150 additional trained. And there would be left no body of 
engineering officers experienced in supervising civilian engi- 
neers and fitted to cooperate with them in war-time activity. 

These various assertions constitute practically the entire 
case for the transfer, as it has been presented by various 
persons and agencies at various times for more than 20 
years. Persons alleged to be spokesmen for a group of 
civilian engineers have asserted that savings of 15 to 25 per- 
cent could be effected by the consolidation, but have failed 
when requested to cite a single concrete instance in which 
this could be done. 

The remainder of this report will present a few definite 
facts to indicate the economy and high order of efficiency 
of the operations of the Corps of Engineers. 

STATISTICS ON OVERHEAD COSTS OF RIVER AND HARBOR WORK 


The following tabulation is based on the 5-year period of 
1928-32. The sums are totals and the percentages are aver- 
age annual overhead. 
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The items included in overhead in this tabulation are: 
Personal services, clerical, professional, inspection, pay of 
officers; rents, telephone and telegraph, travel, motor- vehicle 
operation, speedboat operation, operation of other inspection 
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boats, and miscellaneous, including forms, stationery, freight 
and cartage, depreciation of furniture and fixtures, laundry, 
ice, and miscellaneous office supplies. 

This tabulation shows that the departmental overhead for 
these works averages only 0.19 percent; the field overhead, 
5.5 percent; the total overhead, 5.69 percent; and the total 
overhead on the total expenditures, 5.4 percent. 

The salaries paid to officers assigned to rivers and harbors 
works, at the rate of about $205,000 a year, amount to about 
0.18 percent of the total expenditures. 

To state these figures in another way, for every $1,000 
worth of rivers and harbors work, $54 is spent on field and 
office overhead, of which $1.90 sustains the office of the 
Chief of Engineers, and $1.80 is paid to officers assigned to 
these duties. 

These figures may well be considered an irreducible mini- 
mum for an organization covering about 50 districts spread 
throughout the country. 

The Engineer Corps estimates, from its commerce statis- 
tics, that the rivers and harbors works save the Nation an 
amount approaching $500,000,000 a year in transportation 
costs. This constitutes approximately a return of 500 per- 
cent on the annual expenditure of about $100,000,000 for 
this work. 

Value and use of plant 


Cost of work 
done with it, 
1932 


Book value 


Rivers and harbors: 
Float 


ting and land plant $36, 595, 065. 91 


Teen as lease 
(This does not include District of Columbia 
water works, 86, 458, 289.50.) 


This equipment is almost entirely of long-lived type, as 
contrasted with the short-lived plants generally used for 
ordinary construction. The sea-going hopper dredges, for 
example, valued at $8,582,725.37, have an estimated useful 
life of 25 years. In 1932 dredging with these was conducted 
at the low average cost of 7.67 cents a cubic yard. 

Thus, contrary to assertions cited, it will be seen that the 
equipment of the Corps of Engineers is used to unusually 
good advantage. 

CIVIL DUTIES AND NATIONAL DEFENSE 


No proposal for the transfer of the civil duties of the 
Corps of Engineers should be discussed without taking into 
consideration its influence upon national defense. In times 
of peace the military activities of the Engineer Corps are 
negligible as compared with war times. During the World 
War the corps handled 500 to 700 times as much military 
engineering as in time of peace. 

These war-time activities, however, were only about 10 
times the volume of the civil engineering currently super- 
vised by the Engineer Corps, or about $1,162,000,000. That 
the Engineers Corps is elastic and capable of rapid expan- 
sion or contraction of activity is shown by its peace-time 
record. With rivers and harbors appropriations varying, 
from year to year, as much as 50 percent it has succeeded in 
adapting itself to these changes without much change in 
overhead expense and without disruption of its organization. 
In war time, as has been shown, it was capable of effecting 
@ much greater expansion with efficiency. 

It is obvious, however, that the military-engineering duties 
in peace time are insufficient to maintain a functioning 
organization which would be prepared to increase its ac- 
tivity, in an emergency, several hundredfold without enor- 
mous losses and inefficiencies. Even under the proposed 
transfer should Army officers be detailed for work in other 
departments, the supervisory organization of the corps would 
be largely wiped out. The officers might derive engineering 
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experience, but they would lose the large value of conduct- 
ing a great engineering activity upon a national scale. 

Despite its enormous civil activities, the Engineer Corps is 
at present under its quota strength. There is therefore no 
question of reducing it by taking away these civil duties. 
On the contrary, if consolidations are to be made, it would 
be preferable to place other engineering services, such as 
road and bridge construction, under the supervision of the 
Army engineers and thus to profit by their unexcelled 
economy and efficiency while further contributing to the 
training of an absolutely vital branch of the Army. 

un considering the entire problem, there are these three 
distinct points which seem to stand out most prominently: 

First. The lack of morale which is bound to occur in case 
Army engineers, holding commissions in the United States 
Army and taking their orders primarily from the Chief of 
Engineers, are assigned to other departments of the Gov- 
ernment. 

The result would mean that engineers detailed to duty 
other than under their own chief would be serving two 
masters, so to speak, which would not only be disastrous 
for the esprit de corps of the Engineer officers, but further 
would be bound to break down the authority of the Chief 
of Engineers over his subordinates. 

Second. The lack of outside influence which is so pro- 
nounced in work, which the Corps of Engineers is carrying 
on, particularly in rivers and harbors work, would give away 
to these influences in the event such work were detailed to 
a department under the supervision of one from civil life 
and holding an appointive office whose appointment might 
involve partisanship, 

The record of the engineers in this respect is magnificent, 
and today that body has the confidence of the people 
throughout the country in their complete honesty and intent 
of purpose, irrespective of political influence. This is true 
not only after the various projects are authorized to be car- 
ried on by the engineers but in their consideration as to 
the desirability and feasibility of projects where their favor- 
able recommendation is necessary. 

Third. In the matter of economy, it would appear that a 
transfer of the duties of the Corps of Engineers to some 
other department and the severing of the Engineer Corps 
from any activity in civil duties which are now imposed upon 
them, would be an added expense to the Government due 
to the fact that the Engineer Corps must continue in its 
position as an integral part of the Army, and additional 
personnel would be required to carry on the work which the 
engineers do in peace times in case these duties were taken 


from them. — — =: 
“CHILD LABOR AMENDMENT TO THE CONSTITUTION 

The SPEAKER laid before the House a communication 
from the secretary of state of the State of New Hampshire, 
announcing that the legislature of that State had ratified the 
proposed amendment to the Constitution to prohibit the 
labor of persons under 18 years of age. 

J. PIERPONT MORGAN 


Mr. JOHNSON of Oklahoma. Mr. Speaker, inasmuch as 
this body has been considering a banking bill of far-reaching 
importance for the past several days, a bill to guarantee 
bank deposits, it occurs to me that it would not be altogether 
out of order but entirely fitting to call attention of the House 
at this time to the fact that the world’s richest banker has 
“honored ” this Capital City with his august presence. He 
condescended to come to Washington last evening, so I am 
advised, at the urgent invitation of a congressional com- 
mittee before which he testified somewhat reluctantly to- 
day. 

As J. Pierpont Morgan sallied forth from his palatial 
hotel in this city, where he is said to be occupying one entire 
floor, he was flanked by private guards on every side bearing 
artillery and sidearms that resembled a whole regiment 
ready for combat. This world-renowned banker strode 
forth like a real general armed to the belt and prepared 
to do hattle. 
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When the “ general” and his army arrived at the Capitol 
a mad rush was made, not only by newspaper reporters, 
movietone representatives and photographers, but by Mem- 
bers of Congress in a frantic effort to catch a glimpse of the 
world’s richest and most powerful banker. 


Mr. Morgan proceeded to give the Senate Banking and“ 


Currency Committee a very carefully prepared lecture on 
private banking and he evidently did not want to be dis- 
turbed by being asked annoying and, of course, insignificant 
questions. But the youthful Senate counsel was unkind 
enough to insist on asking the great head of the House of 
Morgan some rather personal questions. One of the first 
asked Mr. Morgan by this inquisitive and rather persistent 
young attorney was, How much income tax did you per- 
sonally pay during the years of 1930, 1931, and 1932?” To 
the astonishment of the committee and the public this great 
financier reluctantly but gravely admitted that he paid no 
income taxes to his Government for the past 3 years. 

This ultrarich man is able to employ high-powered legal 
and financial experts and by some hook or crook, mostly 
“crook”, I judge, this great world-famed international 
banker, whose firm lends money by the hundreds of millions 
of dollars, has escaped all his income taxes during the past 
3 dark years while Congress has been making a des- 
perate effort to balance the Budget and place this Govern- 
ment on an even keel. Remember, too, that while this and 
other sessions of Congress have been heaping additional tax 
burdens upon the farmer, the laborer, and small business 
man, this man Morgan has made no contribution to main- 
tain the Government that has been so good and generous to 
him. 
The revelation the world has received today of income-tax 
evasion by this outstanding international banker is not only 
a result of the work of high-powered, trained financial ex- 
perts, who are paid for the purpose of outfiguring officials 
of the Government but it is also the result of permitting 
the rendering of secret income-tax returns. That practice 
ought to be stopped by this Congress and stopped now. 
CApplause.] 

Is there any wonder, Mr. Speaker that there are discon- 
tent and riots among our people, many of whom have been 
driven from their homes because they were unable to pay 
their taxes or the interest on their loans, when they learn 
that the richest and most powerful banker in all the world 
admits under oath that he has somehow managed to escape 
all his income taxes during the years of 1930, 1931, and 
1932? 

Al Capone is serving a sentence in the penitentiary for 
income-tax evasion. Should I desire to be harsh or unkind, 
I might suggest that a financial racketeer from Wall Street 
is no less reprehensible than a gangster from Chicago. I 
will not say that, although the suggestion might be food 
for thought. I do submit, however, if the House of Morgan 
and other Wall Street manipulators and tax evaders paid 
their just share of the burdens of government that we would 
now have a surplus in the Treasury instead of a deficit, big 
business as well as little business would have more respect 
for this Congress and Government of the whole, and we 
would not now be faced with the serious and perplexing 
problems of raising additional revenues to finance the in- 
creasing activities of the Federal Government. [Applause.] 


PUBLIC WORKS BILL 


Mr. DOUGHTON. Mr. Speaker, the public works bill, 
and a copy of the report, will be available to Members of 
the House in the document room in the morning. I ask 
unanimous consent that the committee have until mid- 
night tonight to file its report. 

Mr. GOSS. Mr. Speaker, reserving the right to object, is 
there to be any minority report; and if so, will the gentle- 
man incorporate that with the main report? 

Mr. DOUGHTON. I shall if there is any, but I under- 
stand there is not to be any. 

Mr. BLANCHARD. Mr. Speaker, when will this bill be 
taken up? . 

Mr. DOUGHTON. Not until the day after tomorrow. 
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The SPEAKER. Is there objection to the request of the 
gentleman from North Carolina? 

There was no objection. 

VETERANS OF THE WORLD WAR 

Mr. ROGERS of Oklahoma. Mr. Speaker, I ask unani- 
mous consent to address the House for 1 minute. 

The SPEAKER. Is there objection? 

There was no objection. 

Mr. ROGERS of Oklahoma. Mr. Speaker, on May 2 of this 
session the Honorable Jen Jonson, of Oklahoma, introduced 
into the House Concurrent Resolution 17, giving preference 
to veterans who are disabled and unemployed in the refor- 
estation program. This resolution provides that veterans be 
given preference, first, those who are disabled and whose 
benefits will be stopped or substantially reduced under the 
provisions of the Economy Act; second, to veterans who are 
now unemployed and have dependents, and, third, to those 
not coming within the above two classes. I want the 
Record to show that I am whole-heartedly in favor of that 
resolution. 

I do not desire to criticize those who labored for the pas- 
sage of the economy bill nor do I wish to condemn those who 
voted for the measure. I voted against the bill for I thought 
then that the provisions were too drastic and severe and that 
disabled veterans would be unable to receive fair, just, and 
equitable treatment. I know now, since the regulations have 
been put into effect, that my fears for the veterans were 
justified. I am convinced that many injustices have resulted 
from the passage of the Economy Act, and this resolution, 
sponsored by the Honorable Jen Jonnson of Oklahoma, will, 
in a measure, alleviate some of the suffering and go a long 
way toward restoring to the needy veteran his chance of 
subsistence. I join the disabled veterans of Oklahoma in 
endorsing House Concurrent Resolution 17. 

LEAVE OF ABSENCE 

By unanimous consent, leave of absence was granted as 
follows: 

To Mr. Kemp, indefinitely, on account of illness. 

To Mr. Dowe tt, at the request of Mr. THURSTON, indefi- 
nitely, on account of illness. 

To Mr. REED of New York, at the request of Mr. Frsk, for 
the balance of the week, on account of illness. 

SENATE JOINT RESOLUTION REFERRED 


A joint resolution of the Senate of the following title was 
taken from the Speaker’s table and, under the rule, referred 
as follows: 

S. J. Res. 48. Joint resolution authorizing the Secretary of 
War to receive for instruction at the United States Military 
Academy at West Point, Posheng Yen, a citizen of China; to 
the Committee on Military Affairs. 


ADJOURNMENT 


Mr. BYRNS. Mr. Speaker, I move that the House do now 
adjourn. 

The motion was agreed to; accordingly (at 6 o’clock and 
11 minutes p.m.) the House adjourned until tomorrow, 
Wednesday, May 24, 1933, at 12 o’clock noon. 


REPORTS OF COMMITTEES ON PUBLIC BILLS AND 
RESOLUTIONS 


Under clause 2 of rule XIII, 

Mr. DOUGHTON: Committee on Ways and Means. H.R. 
5755. A bill to encourage national industrial recovery, to 
foster fair competition, and to provide for the construction 
of certain useful public works, and for other purposes; with- 
out amendment (Rept. No. 159). Referred to the Commit- 
tee of the Whole House on the state of the Union. 


PUBLIC BILLS AND RESOLUTIONS 
Under clause 3 of rule XXII, public bills and resolutions 
were introduced and severally referred as follows: 
By Mr. DOUGHTON: A bill (H.R. 5755) to encourage 
national industrial recovery, to foster fair competition, and 
to provide for the construction of certain useful public 
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works, and for other purposes; to the Committee on Ways 
and Means. 

By Mr. CONNERY: Resolution (H.Res. 157) providing for 
the consideration of H.R. 4559; to the Committee on Rules. 

By Mr. McFADDEN: Resolution (H.Res. 158) relative to 
the impeachment of certain members of the Federal Re- 
serve Board and certain Federal Reserve agents; to the 
Committee on the Judiciary. 

By Mr. CONNERY: Resolution (H.Res. 159) authorizing 
the Committee on Labor to have printed for its use addi- 
tional copies of hearings on 30-hour work week; to the 
Committee on Printing. 

By Mr. MORAN: Joint resolution (H.J.Res. 188) to author- 
ize the Reconstruction Finance Corporation to make loans 
for refinancing the repair and reconstruction of buildings 
damaged by conflagration in 1933; to the Committee on 
Banking and Currency. 

By Mr. CELLER: Joint resolution (H.J.Res. 189) author- 
izing the President to present in the name of Congress a 
Medal of Honor to Walter Sweet; to the Committee on Naval 
Affairs. 


PRIVATE BILLS AND RESOLUTIONS 


Under clause 1 of rule XXII, private bills and resolutions 
were introduced and severally referred as follows: 

By Mr. CHAPMAN: A bill (H.R. 5756) granting a pension 
to Lucy Leach; to the Committee on Invalid Pensions. 

Also, a bill (H.R. 5757) granting a pension to Emily Cecil; 
to the Committee on Invalid Pensions. 

By Mr. KLOEB: A bill (H.R. 5758) granting a pension 
to Clifford Lamer Otto; to the Committee on Invalid Pen- 
sions, $ 

By Mr. MILLIGAN: A bill (H.R. 5759) granting a pen- 
sion to Frankie E. Ligon; to the Committee on Invalid 
Pensions. ` 

By Mr. RANDOLPH: A bill (H.R. 5760) for the relief of 
Andrew Boyd Rogers; to the Committee on Claims. 

By Mr. REECE: A bill (H.R. 5761) for the relief of Pren- 
tice Mead Handlon; to the Committee on Military Affairs. 

By Mr. SUMNERS of Texas: A bill (H.R. 5762) for the 
relief of Charlie Chapman Fryer; to the Committee on Mili- 
tary Affairs. 

By Mr. SWANK: A bill (H.R. 5763) for the relief of Fred- 
erick E. Dixon; to the Committee on the Post Office and 
Post Roads. 

By Mr. TINKHAM: A bill (H.R. 5764) granting a pension 
to Addie E. Kittredge; to the Committee on Invalid Pensions. 


PETITIONS, ETC. 


Under clause 1 of rule XXII, petitions and papers were 
laid on the Clerk’s desk and referred as follows: 

1163. By Mr. BRUMM: Petition of B’Nai Israel Congrega- 
tion, of Shamokin, Pa., requesting the Government of the 
United States to make official protest against the treatment 
of Jewish citizens in Germany; to the Committee on Foreign 
Affairs. 

1164. By Mr. JOHNSON of Texas: Resolutions adopted by 
Hearne Chamber of Commerce, Hearne, Tex., and Buffalo 
Chamber of Commerce, Buffalo, Tex., endorsing President 
Roosevelt’s public works bill; to the Committee on Ways and 
Means. 

1165. By Mr. LINDSAY: Petition of American Fruit & 
Vegetable Shippers Association, Chicago, III., urging support 
of Senate bill 1406; to the Committee on Banking and Cur- 
rency. 

1166. By Mr. McFADDEN: Petition of the mayor and 
Council of the City of Pittsburgh, Pa., relative to the liberali- 
zation of the laws regulating the Reconstruction Finance 
Corporation; to the Committee on Banking and Currency. 

1167. Also, petition of the Khaki Shirts of America, Inc., 
being their demands as presented by Art J. Smith, com- 
mander in chief, and J. E. Monaghan, adjutant general; to 
the Committee on the Judiciary. 

1168. By Mr. MURDOCK: Petition of the State Legisla- 
ture of Utah, urging creation of national monument in 
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Wayne County, Utah; to the Committee on Public Buildings 
and Grounds. 

1169. By Mr. O'MALLEY: Petition of more than 200 mem- 
bers and families of the Pride of Milwaukee Lodge, urging 
legislation condemning discrimination against Jews in Ger- 
many; to the Committee on Rules. 

1170. By Mr. WATSON: Resolution passed by the Doyles- 
town Council, No. 40, Sons and Daughters of Liberty, favor- 
ing House bill 4114; to the Committee on Immigration and 
Naturalization. 

1171. By Mr. WHITE: Memorial of the Legislature of the 
State of Idaho, memorializing Congress to enact into law 
Senate Joint Memorial No. 3 of the State of Idaho, calling a 
world conference for the immediate consideration of re- 
monetization or stabilization of silver; to the Committee on 
Coinage, Weights, and Measures. 

1172. By Mr. WITHROW: Memorial of the Legislature of 
the State of Wisconsin, memorializing Congress to enact 
laws providing for the use of ethyl alcohol in all motor fuels; 
to the Committee on Ways and Means. 


SENATE 
WEDNESDAY, May 24, 1933 
(Legislative day of Monday, May 15, 1933) 


The Senate sitting as a court for the trial of articles of 
impeachment against Harold Louderback, judge of the 
United States District Court for the Northern District of 
California, met at 10 o’clock a.m., on the expiration of the 
recess. 

The managers on the part of the House of Representatives 
appeared in the seats provided for them. 

The respondent, Harold Louderback, with his counsel, 
Walter H. Linforth, Esq., and James M. Hanley, Esq., ap- 
peared in the seats assigned to them. 


PROCLAMATION 


The VICE PRESIDENT. The Sergeant at Arms will make 
proclamation of the session of the Senate sitting as a Court 
of Impeachment. 

The Sergeant at Arms made the usual proclamation. 


THE JOURNAL 


The legislative clerk proceeded to read the proceedings of 
the Senate sitting as a Court of Impeachment for the calen- 
dar day of Tuesday, May 23, when, on motion of Mr. 
AsHursT, and by unanimous consent, the further reading 
was dispensed with, and the Journal was approved. 


DIVISION OF TIME FOR ARGUMENT 


Mr. ASHURST. Mr. President, I am assuming that the 
honorable managers on the part of the House and the honor- 
able attorneys for the respondent have agreed among them- 
selves as to how their time shall be distributed when the 
Senate is ready to hear argument. 

Mr. Manager PERKINS. Mr. President, the managers on 
the part of the House have agreed among themselves as to 
how their time shall be distributed. 

The VICE PRESIDENT. Have counsel for the respondent 
agreed as to the division of their time? 

Mr. LINFORTH. Mr. President, my associate has gra- 
ciously permitted me to occupy his time. 


CALL OF THE ROLL 
Mr. ASHURST. I suggest the absence of a quorum. 
The VICE PRESIDENT. The clerk will call the roll. 


The legislative clerk called the roll, and the following 
Senators answered to their names: 


Adams Coolidge Keyes Robinson, Ark. 
Ashurst Dickinson King Robinson, Ind 
Bailey Logan R 1 
Erickson Long Sheppard 
Bone Fletcher MeCarran Stephens 
Bratton rge McGill Thomas, Utah 
Brown Goldsborough McKellar Trammell 
Bulow Gore McNary Vandenberg 
y Hale Nye Van Nuys 
Clark Hayden Patterson te 
Kean Pope 
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Mr. WHITE. I am asked to announce that the Senator 
from Nebraska [Mr. Norris} and the Senator from South 
Carolina [Mr. Surg! are necessarily detained from the 
Senate on official business of the Senate. 

The VICE PRESIDENT. Forty-three Senators have an- 
swered to their names. A quorum is not present. The clerk 
will call the names of the absent Senators. 

The legislative clerk called the names of the absent Sena- 
tors, and Mr. CAPPER, Mr. Hastincs, Mr. HEBERT, and Mr. 
TOWNSEND answered to their names when called. 

Mr. BACHMAN, Mr. BARBOUR, Mr. BARCLAY, Mr. BLACK, Mr. 
BULKLEY, Mr. BYRD, Mr. Byrnes, Mrs. Caraway, Mr. COSTI- 
GAN, Mr. Couzens, Mr. DALE, Mr. DILL, Mr. Frazier, Mr. GLASS, 
Mr. Harrison, Mr. HATFIELD, Mr. KENDRICK, Mr. La FoLLETTE, 
Mr. Lewis, Mr. McApoo, Mr. METCALF, Mr. Murry, Mr. 
NEELY, Mr. PITTMAN, Mr. REED, Mr. REYNOLDS, Mr. SCHALL, 
Mr. SKIPSTEAD, Mr. Srerwer, Mr. THomas of Oklahoma, Mr. 
Typincs, Mr. Wacner, Mr. WatcoTt, Mr. WaLsH, and Mr. 
WHEELER entered the Chamber and answered to their names. 

The VICE PRESIDENT. Eighty-two Senators have an- 
swered to their names. A quorum is present. 

REFERENCES TO DOCUMENTS OFFERED IN EVIDENCE 

Mr. LINFORTH. Mr. President, before we proceed this 
morning may I be permitted to say that the honorable Sena- 
tor from Utah [Mr, Kine] yesterday requested counsel to 
indicate the pages of the printed record where documents 
are contained that had been offered in evidence. In obedi- 
ence to that request I should like to report that the general 
report and account of the receivers is to be found at page 
419. The first report of the receiver on claims is found at 
page 458. The application of the attorneys for compensa- 
tion is found at page 703. 8 

The references I am giving are references to the bound 
volume of exhibits that has been referred to here. 

The application of receiver for compensation is found at 
page 600 of that volume. The report of the receiver on 
claims is found at page 778. The second account of the 
receiver is found at page 542. The second application for 
attorney’s fee is found at pages 749 and 775. The second 
application for receiver’s fees is found at page 499. 

Mr. McCARRAN. Mr. President, in addition to the mat- 
ters just referred to by counsel I am wondering if the report 
of the receiver in the Russell-Colvin case, which was not 
printed at this hearing, is available in one of the other 
reports. 

Mr. LINFORTH. It is available in the printed record to 
which I have referred at the page which I have stated. 

The VICE PRESIDENT. The managers on the part of 
the House may proceed with the argument. 

ARGUMENT ON BEHALF OF THE HOUSE OF REPRESENTATIVES BY MR. 
MANAGER BROWNING 

Mr. Manager BROWNING. Mr. President, I desire to con- 
sume 1 hour of the time, and will appreciate it if I may be 
advised 5 minutes before the time expires. 

The VICE PRESIDENT. Very well. 

Mr. Manager BROWNING. Mr. President and members of 
the High Court of Impeachment, in the opening statement in 
this case the gentleman from Texas [Mr. Sumners] set out 
at some length the theory of the managers with regard to 
impeachment procedure. I only wish to supplement that 
with the statement that we regard an impeachment action as 
a defensive measure guaranteed to the people under the Con- 
stitution; that we regard the tenure of office of the Federal 
judiciary as a political right and not an inalienable right 
guaranteed under the Constitution to an individual. We 
regard it not only as a defensive action but as an action 
which has nothing to do with punitive, retributive, or vin- 
dictive justice, because the Constitution clearly sets out that 
the limit of punishment which can be administered by the 
Senate is removal from office and a denial of the privilege 
of holding office thereafter. The framers of the Constitution 
very wisely saw that in the future some men would be ap- 
pointed to that high office whose conduct would not be good, 
and therefore they provided that it would be a tenure for 
life or during good behavior. 
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We come to a consideration of the facts in this investiga- 
tion. So far as I am concerned, the particular individual 
under investigation is a matter of indifference. But the 
respondent in this case we discover at the outset conducting 
his office in such a way that the bar association of the city 
of San Francisco, Calif., representing the major part of that 
district, requests an investigation of his official conduct, 
because, as they set out, of the unfavorable notoriety that 
has been given to his actions connected therewith. 

One of the circumstances that we propose to call to your 
attention, and which is embodied in the articles of impeach- 
ment exhibited by the House and shown by the proof, is the 
residence of the respondent. Briefly, I desire to recite to 
you that in September 1929, because of developments about 
which we have no concern, the respondent left home and 
decided to take up a residence elsewhere. He went to the 
Fairmont Hotel in San Francisco. He was a Federal judge 
occupying the district bench. He went there to remain, as 
the proof shows, and he has remained practically ever since, 
but he did not register in his own name. The room that he 
occupied was not occupied at that time, as shown by the cir- 
cumstance that registration was made on that date by W. S. 
Leake for a guest for room 26, Fairmont Hotel, and the guest 
a resident of San Francisco, and the respondent has occupied 
that room exclusive of all other parties ever since that time. 

You have heard his statement with regard to what his 
intentions were after that time, or in April after he went 
there in September, of establishing a residence in Contra 
Costa County. Intention is a presumption of law founded 
on fact. If I say to an individual, “I would not harm you 
for the world”, and straightaway I shoot him through the 
heart, do you consider that my intention would be what I 
said or what I did? Our position is that his intention must 
be defined by his action. He claims to have established a 
residence in Contra Costa County on April 6 or April 17— 
whichever he insists is the proper time—in 1930, and from 
that date to this time he has spent 4 nights in that resi- 
dence. The maid at the hotel says he is regularly at the 
hotel and he admits it. I take it that is a fair inference 
from his statement. Nobody else occupies his room, and for 
all that length of time—more than 3 years—he boasts of 
having lived in the residence 4 nights and claims that is 
his legal residence. 

The VICE PRESIDENT. Mr. Manager Browning will 
suspend for a moment. The Chair appoints the Senator 
from Indiana [Mr. Van Nuys] as Presiding Officer. 

(Thereupon Mr. VAN NUYS took the chair as Presiding 
Officer.) 

Mr. Manager BROWNING. What other circumstance is 
connected with this matter? The fact that he made his 
tax returns in San Francisco and admitted on the stand 
that he signed an affidavit on each of those returns that his 
residence was the same “as set out above”, and in 1930 
and 1932, at least those two I remember definitely, he swore 
that he was a resident of San Francisco City and San 
Francisco County, Calif. In my judgment this proposi- 
tion of residence is exactly as he stated before the com- 
mittee, as the proof shows, when he was here last Janu- 
ary and said that he was contemplating a civil action and 
wanted to have the privilege of moving it to Contra Costa 
County if it was brought against him. He said “I firmly 
believe, gentlemen, if it had not been that I went over 
there and had that claim for residence, that suit would have 
been brought against me, and if I had registered in the 
hotel it would have been a circumstance against my resi- 
dence in the other place.” In effect that is what he said. 
In other words, he stayed at the hotel as much as he would 
have had he been registered, yet he, a judge on the bench, 
undertook to build up a fictitious, hyphenated, fly-by-night 
residence across the bay to defeat civil action against him 
in San Francisco. 

It is these circumstances, connected with others to which 
we propose to call your attention, that we insist precipitated 
an investigation of this man occupying the high place of 
Federal judge in the nofthern district of California. 
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When he got ready to make up this fictitious residence 
situation and to cover up his living at the Fairmont Hotel— 
regardless of what his purpose might have been, that is the 
truth of what happened—he turned to one man that the 
record shows had been his confidant, had been his crony, 
had been his constant companion in evenings at the hotel 
before and after that time since 1925. It was his habit, 
with this man, to come in there in the evenings, and they 
would go apart from other people and sit and talk, almost 
constantly. That is the testimony of the auditor of the 
hotel in which it occurred. 

Who is this man in whom he was confiding? In my 
judgment he is the man behind the curtain that was pulling 
the strings on this puppet of his, and the record justifies 
that assertion. There is only one man in the record that 
has opened his mouth about the reputation of Sam Leake 
around San Francisco, and that was brought out by inquiry 
by a member of the court. You will recall when Mr. Ehr- 
mann was on the stand some Senator asked him by way of 
an interrogatory, “Have you heard Sam Leake discussed 
around San Francisco?” He said, “Yes; quite a bit.” 
“What have you heard said about him?” In the most sig- 
nificant way that a man could answer he said, “If I were 
called upon to answer that inquiry categorically, I would 
say I have not heard him praised.” 

That, members of the court, is the record so far as the 
character of this man is concerned; but there is other tes- 
timony that indicates more than that his interest in this 
puppet of his. 

For instance, for some reason unexplained in the record, 
Sam Leake decided that somebody might be following the 
judge; why? Ido not know. That is not explained. What 
did he do? As a friendly act, he employed a private detec- 
tive to see whether that was going on. 

For what purpose can a Federal judge be shadowed? 
And why was it this man’s interest to see whether or not 
he was being shadowed? And Leake paid for it out of his 
own money. 

Those are just some of the circumstances connected with 
the contacts and the relationships of these two men; and, 
although that is the case, W. S. Leake made an effort in 
his original testimony to deny that he knew the habits of 
the judge, to deny that he knew where he lived. It will be 
found on page 219 of this record. That is, he would not 
answer that question when it was asked. He said, “He 
sleeps sometimes at the Fairmont Hotel”; and there was a 
labored effort on his part to conceal the information that 
he had regarding the matter. He claimed he did not know 
respondent’s habits or where he lived. 

There is no question in this record of the Siamese twins 
relationship between these two parties, and it becomes very 
important in view of the things that developed in the cases 
that have been unfolded before you. 

In the first place, while the respondent was on the State 
bench he appointed W. S. Leake receiver or appraiser in 
eight different cases in the year 1927, which was the last 
full year of his service. In one of those, as to which you 
have heard testimony, the only one where we have exact 
information about the fees, it is shown that Leake signed 
his name and got pay for 100 days’ service in appraising 
property, and was paid $500 for it. He had associated with 
him in that case one Guy H. Gilbert, who has appeared 
before you. He signed his name to the report and to the 
oath, and for signing his name twice he got, by allowance of 
the respondent, $500—$5 a day for 100 days’ work. But 
when the respondent came into the Federal court W. S. 
Leake was not appointed receiver any more, yet somewhere 
along there he had been borrowing money from the judge 
several times, and the judge was not certain—you could see 
it from his attitude and his statement on the stand— 
whether Leake ever paid it back, but he said he thought 
he had. At one time Leake borrowed as much as $350. 
After the judge came into the Federal court he did not 
appoint Leake to any receiverships; but our theory of this 
case is, and I think I can establish it from the record, that 
Leake got his compensation from some other source, and 
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the judge—to use the vernacular of the day—got Leake “ off 
his back and on the pay roll of crippled institutions that 
came to his court for protection. 

The first case in which Mr. Gilbert was appointed was 
the Stempel-Cooley case, in which he collected $12,000, 
and got a $500 fee. He went to Mr. Leake as soon as he was 
appointed in that case and asked whom to name for his 
attorney, and Leake told him John Douglas Short, and 
Gilbert named him. 

The next case that Mr. Gilbert got was the Sonora Phono- 
graph Co. case. He thought he was going to name John 
Douglas Short in that case as soon as he got word of his 
appointment; but when he got to the court room he found 
out differently. There enter the firm of Dinkelspiel & 
Dinkelspiel. They are there and ready to receive this 
appointment as attorneys for the receiver. 

Dinkelspiel & Dinkelspiel had filed the petition in that 
case. Dinkelspiel so states in his testimony, on page 594 
of the hearings. There happens to be a rule that the 
respondent has introduced in this case and has offered an 
explanation of it by Judge St. Sure. It is printed on page 
627 of the record; and the rule, quoted in this letter, is as 
follows: 

Receivers shall employ counsel only after obtaining an order 
of the court therefor. 

And then Judge St. Sure’s explanation is this: 

It gives the court discretion in the matter of the appointment 
of attorneys for the receiver, to the end that no attorney shall 
be appointed who for good and sufficient reasons is deemed dis- 
qualified—who has appeared for or acts for a party or for any 
creditor of the defendant (whether intervener or not), or for any 
other person interested in the cause or the estate. 

In defiance of that rule, of which he offers an explanation 
in having Judge St. Sure say that no attorney shall be 
appointed who stands in that relationship, at his own dis- 
cretion or his own insistence he tells Gilbert, or somebody 
tells him, that he must take Dinkelspiel & Dinkelspiel, who 
filed the petition and represented creditors in this case; and 
there is a strong inference in this record that they got into 
the case by methods that are not considered altogether 
orthodox or ethical by the legal profession. Be that as it 
may, however, the case lasted either 6 or 7 months. 

Dinkelspiel says that they set forth in their report all 
the services they rendered, and he says that on page 595 of 
the record. That report shows that Dinkelspiel spent 65 
hours of work in that case, and he says that is all of it; 
so for 9 days of 7 hours a day, and 2 hours additional, he 
received the sum of $20,000, and he received that over the 
protest of every party in interest in the case, and he received 
it by grant of authority from the respondent. 

Think of that, gentlemen of the Senate! Sixty-five hours’ 
work; a crippled institution going into receivership for the 
protection of equity, and then having their assets dissipated 
in any such manner as that. I ask you if that is conduct 
becoming a man holding that high office. 

Not only that; the Dinkelspiels undertake to show that 
they are specialists. John Dinkelspiel testifies that they 
specialize in equity and bankruptcy proceedings. 

“Well, Mr. Dinkelspiel, how many cases outside of the 
four given you by the respondent have you had? ” 

“ Two.” 

“ What fees did you receive? ” 

“In one of them, $2,000; in the other, less than $2,000.” 

A specialist? Of course he is, so far as the respondent’s 
court is concerned; and this is not the only case in which he 
served. Why, gentlemen of the Senate, he received over 
$2,000 a day for the service he rendered; and I ask you, sit- 
ting as members of the high Court of Impeachment, if that 
is justified in a court of equity when a crippled institution 
comes there for protection of the law? There was not a 
single claim that went to litigation; there was not a single 
lawsuit instituted or tried; and 65 hours of service was 
rendered! 

Mr. Gilbert in that case got $6,800, a large part of which 
he put in his safe-deposit box; and we will come back to 
trace that later. 
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The next case on which I want to touch is one that I think 
has taken up too much time in this record, I admit, and 
that is the Russell-Colvin matter. I am trying to discuss 
these cases in the order in which they occurred in court. 

Of course, the Russell-Colvin case is the only one of which 
the respondent offers even a vestige of an explanation. He 
claims that he had suspicions about the way that case was 
brought; and that, in my judgment, is the only case in 
which he offers any excuse for what he did. We are not 
relying on that alone, but we do think our theory of that 
case is correct, and I will tell you why. 

This was a brokerage concern. They were suspended from 
operation by the San Francisco Stock Exchange. If there 
had been any defalcations, if there had been any corrupt 
practices that the exchange had known about, they would 
not have been suspended; they would have been expelled. 
The record does not show that there was any misconduct so 
far as fraud or corruption was concerned, on the part of 
the members of the concern itself. The parties came into 
court for a receivership to see if they could not work out 
the situation and sell the concern as a whole. On the 
threshold we are met with the proposition with which the 
respondent undertakes to excuse himself, and that is the 
double filing in that case. 

I say to you that the record proves that that is not an 
unusual occurrence. We will come to the Lumbermen’s 
Reciprocal Association case in a little bit. The testimony of 
Tom Slaven showed that there was a double drawing in that 
case; and it was not an unusual thing at all. They drew 
first, and they drew Judge St. Sure, and he was out of town; 
so they drew again, and drew Judge Louderback. That is 
to be found on page 367 of the record. So it was not an 
unusual thing; and I believe the statement of these men 
when they say that they went out the day before, and they 
placed a petition on the desk, and Judge St. Sure’s name 
was drawn, and they knew he was out of town, and they 
say the clerk told them, or someone—they do not say that 
Maling said it, but it is a fair inference from this record 
that someone in the clerk’s office told them—that Judge St. 
Sure would not act in his absence, and no one would act 
for him in his absence. The clerk says that no one ever 
has acted in a receivership in the absence of the judge drawn 
since he has been clerk, from 1912. So the next morning 
the parties came out, and to avoid that they made a double 
filing, and, as it occurred, Judge St. Sure’s name was drawn 
first, and he was out of town; and then immediately they 
filed the other one, and they drew Judge Louderback. 

If there had been any effort to control somebody, why 
did they not dismiss that petition? The truth of the matter 
is that was an afterthought and a fictitious excuse built 
up after the development of this case. So they drew Judge 
Louderback, and they went to his quarters and recommended 
a man about whom there can be no question in this record 
with regard to his ability to carry on the business, and they 
presented him. Then afterward, the vital point in the mat- 
ter with me, so far as the excuse of the respondent is con- 
cerned, is that he claims that he told that man to come 
back that day after he qualified. There are four witnesses 
besides Strong who swear positively that he did not do it, 
and none of them is impeached in this record except by 
the testimony of the respondent himself. There were five 
of them, if you please, including Strong. Strong and all 
those other witnesses say that nothing had ever been said 
about the attorneyship in that matter until after Strong 
qualified, and he had no idea, and the preponderance of the 
proof shows it, that he was expected to come back that 
evening; but he did talk to McAuliffe, and he said, “I was 
employing McAuliffe personally, and not the firm of Heller, 
Ehrmann, White & McAuliffe.” There are two men in that 
town who are specialists on stock-brokerage matters, and 
they are McAuliffe and Lloyd Ackerman. When he came 
back the court began to talk to him about his lawyer; and 
when he told the court that he had talked to Mr. McAuliffe, 
the witness Strong knew, and everybody connected with the 
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case knew, of rule 53, and they knew that no attorney could 
be appointed without the approval of the court. Everybody 
in the record understood that. Nobody contends anything 
different. When it was revealed to the respondent that he 
had actually talked to an attorney who was counsel for 
the stock exchange, then he said, “ That is just what I was 
afraid of.” 

Was he undertaking at that time to get a competent coun- 
sel or was he afraid of the stock exchange? This record 
shows that the exchange had but one interest in the matter, 
and that was the proper and equitable and economical ad- 
ministration of this estate in favor of the creditors. That 
was the only thing that could affect them, because the seat 
on the exchange was security for any claims any members 
had against it, which claims totaled $1,200, and the seat 
was worth $75,000 at that time. They could not have had 
any other interest; and common, ordinary sense would haye 
dictated that they could not. But they had made an esti- 
mate, or they did make an estimate, of what the legal serv- 
ices would amount to in the case if they handled it, and 
they estimated then it would not exceed $20,000, and that 
the receivership fee would not exceed $15,000. 

Let us see if there was not a scheme. I will tell you what 
my theory is. I think the respondent and Leake and those 
who are bloodsuckers on these estates had known about this 
in advance—there is some evidence to that effect—and when 
they came in with such a competent receiver, and one so 
unanimously supported, they decided that perhaps they would 
have to take him, but that they would get what patronage 
they could out of the attorneyship. To show you that the 
respondent was stalling, that he was undertaking to put 
every obstacle in the way of this appointment, he required 
of this man a bond of $50,000 to run in favor of other 
creditors of the concern, such a bond as was never heard of 
in any other case, and the only thing it could have been for 
was to try to hamper him in his qualifications. Then he 
decided that perhaps he had gone too strongly in the matter 
and that he would cut it down to $10,000; but he still re- 
quired it. For what purpose? For nothing in the world 
except to find some excuse to get out of appointing Strong 
as receiver. . 

When Strong came back, the respondent made the in- 
sistence that he had not come back the afternoon or the 
evening before; and Strong explained to him that he had 
not understood or the other attorneys explained that that 
was not the understanding that Strong had not done it in 
violation of anything he understood was his duty and his 
obligation to the court. 

Now listen. The respondent fired Strong and appointed 
H. B. Hunter. Just before he put Hunter in he called in 
three of these attorneys, Thalen and Marrin and Brown, 
and told them that he was going to fire Strong, and he 
said: “I offered him as his attorney Pillsbury, Madison & 
Sutro, and he would not have them; I offered him Sullivan, 
Sullivan & Roche, and he would not have them; and I 
offered him Cushing & Cushing, and he would not have 
them.” Why did he stop there? You know from this record 
that he fired Strong because he would not appoint John 
Douglas Short as his attorney; and here he was, 5 minutes 
before he was going to fire Strong, telling these attorneys 
whom he had offered him, but he said not one word about 
having offered him John Douglas Short. Does that have any 
significance to you? Of course, he was building up a pre- 
text for his action, and he knew then that the controversy 
between him and Strong was over the appointment of one 
man, and one man alone, and that was a law clerk in the 
office of Keyes & Erskine getting $200 a month, with a thou- 
sand dollars a year, possibly, that he made outside of that— 
$3,400 in all at the outside. Yet he was the only man in San 
Francisco of that great bar whom he could select to carry 
on this matter. 

In my judgment, that is all this case deserves in the way 
of attention with regard to the facts in the limited argu- 
ment we are undertaking to make to you, except that at the 
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termination of this case the attorneys showed that Short had 
put in 1,407 hours on their application for a fee, that Erskine 
had put in 329 hours, and that for that amount of service 
they were given $46,250 out of this estate, and that the 
receiver was given $33,000. 

They finally said that there were about 5 lawsuits filed 
in this case, and I think perhaps 1 of them went to trial. 
It was an administrative matter; it was accounting work, 
mostly, and for work as an accountant, which was most of 
the service Mr. Short claims he rendered, he has been paid 
over $150 a day for his services, and part of that 3 or 4 
days, as you will see if you will look at that account, is 
charged up to the estate for time he put in compiling his 
account to justify a fee and for his attendance in court to 
defend it. This estate had to pay him $150 a day for that 
kind of work. The biggest service he rendered in the case 
was the compilation of the account he filed to justify that 
fee, and I want you to peruse it in the record if you please. 
He put down one sixth of an hour for a telephone call, 15 
minutes for dictating a letter, and every movement he made 
he had to keep a diary entry of, and he charged for that 
time. That is the greatest service rendered in the case. 

It turned out, at last, that on account the attorneys in 
the case had been allowed $51,250 and the receiver $40,500 
for less than 2 years solid work on the part of either one of 
them. The receiver, before he went there, was getting $600 
a month, and we have not been shown that he is getting 
anything since the receivership. The attorney was getting 
$200 a month. For the kind of service I have indicated from 
a wounded institution, the respondent allowed those exorbi- 
tant fees and took the lifeblood of people who were the claim- 
ants against this estate. They can tell you all they please 
about the size of it, but two thirds of this estate, or over half 
of it, at least, was property they held as bailor and bailee, 
and all they had to do was to return it to the parties who 
owned it. 

The general creditors who had claims and who were not 
paid in full got $161,000. For the cost of administration the 
estate paid over $141,000. That is the picture. If they had 
gotten $10,000 more for administration, they would have split 
half and half, 50-50, with the creditors of that institution. 

I want to mention briefly the Golden State Asparagus 
case, because in stepped the Dinkelspiels again, the special- 
ists in receiverships, who had 4 under Judge Louderback and 
2 from every other source. 

The Golden State Asparagus Co. was another wounded 
institution. The parties finally agreed on Mr. Edwards 
as the receiver, and he was appointed. Then the respond- 
ent said, “I will give you a list of attorneys from which 
you can select your attorney.” The list consisted of Dinkel- 
spiel & Dinkelspiel. That is the great list in his life. 
So Dinkelspiel & Dinkelspiel were selected, and they went 
in to administer this estate. The first year they were 
allowed $14,000 for their services, and their legal serv- 
ices on this account, as shown in this record, were simi- 
lar to those that had been rendered for the company over a 
period of several years, and they were little in excess in 
amount of what had been rendered, except procuring court 
orders. The legal services theretofore had cost that concern 
$679 per year, on an average, for 5 years. Yet the first year 
in the respondent’s court Dinkelspiel & Dinkelspiel received 
$14,000 on account, and of course they are expecting other 
fees, assessed against an institution that has not anything 
but a lot of canned asparagus, which they cannot sell. The 
fee has not been fully paid, because they do not have the 
money with which to pay it. But the bill is there, and that 
institution is going to be closed out some day, and that will 
be a preferred claim, of course, against the estate. That fee 
was allowed over the protest of everybody in interest in the 
case who was in court. 

See this picture, with the respondent on the bench, these 
people interested in the administration of the estate coming 
up and saying, “That is an excessive fee. The institution 
cannot stand that kind of a charge.” And when one of 
them, a lawyer at the bar, would object to the fee, the court, 
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in a peremptory manner, as is shown by the testimony here, 
would say, “ You take the stand, and I will swear you and 
see what you testify.” 

The only witness shown by the record to have testified 
was one who said that an ample charge for that service 
would be $6,000. Of course, an effort is made to show that 
the creditors agreed to the large fee allowed. They had to, 
because they tell you that is the very best they could get, 
because they knew the attitude of the respondent in regard 
to these fees when they were going to certain firms and 
certain individuals in his court. That is the record in the 
Golden State Asparagus Co. case. 

The next case that came along was the Prudential Hold- 
ing Co. case. To my mind, what was done in that case was 
the most outrageous and inexcusable act on the part of re- 
spondent which appears in this record. An unknown attor- 
ney, whom he had never seen before, came up from Los 
Angeles to San Francisco and went to the office of Dinkel- 
spiel & Dinkelspiel to meet a renegade vice president of the 
Prudential Holding Co., who had nothing to do with its 
operation, who knew nothing about its circumstances, and 
had been in the office but one time he could think of in 
many, many months. He said that he was in there about 2 
days before. I ask you to read the statement of James H. 
Stephens, that vice president, and you can determine from 
that whether or not he knows anything at all about this or 
any other business. I think he was the exemplification of 
the dumbest individual I ever heard testify, and his testi- 
mony will show that he was. 

This unknown attorney went into the respondent’s court 
and said, “ Here is a petition”, and that petition on its face 
shows without any doubt in the world that this Federal 
court had no jurisdiction of that case. There was no di- 
versity of citizenship, and it is as plain as it can be written 
on the face of any petition. The court read that petition, 
and yet that petition was only certified to on information 
and belief by the attorney in the case. He did not pretend 
to know the facts. 

What did Stephens say to supplement that affidavit on 
information and belief? He said, “I think something ought 
to be done.” That is as strong as he ever made it. All of 
us who were in business about that time thought that some- 
thing ought to be done about it, but under those circum- 
stances, and with that meager showing, the respondent 
granted a receivership in that case. 

Whom did he appoint? Action was taken, it is shown, 
around 12 o'clock. It takes 40 minutes to get across the 
bay, yet at 10 minutes before 1 Guy H. Gilbert and John 
W. Dinkelspiel showed up at the office of the Prudential 
Holding Co. in Oakland, armed with the authority of the 
court, took charge of the business, turned out the secre- 
tary, and put a padlock on the door. 

Now follow it a little further. That was on a Saturday. 
The following Monday the Prudential Holding Co. came in, 
by its reputable counsel, and objected to that receivership, 
and called the court’s attention to the fact that it was 
shown on the face of the petition there was no jurisdiction 
in his court, that Stephens had not represented the com- 
pany, and that those who had taken charge of the com- 
pany were trespassers and had no right in there at all. 
Then there was a long period of stalling, time granted for 
filing additional arguments, and points, and authorities, and 
you find the Prudential Holding Co. coming in and asking 
for the case to be set down for hearing. The petition was 
filed on the 15th of August, and finally, on the 5th day of 
September, a petition designed to put the institution into 
bankruptcy was filed in the bankruptcy branch of the court, 
and was assigned to Judge St. Sure. The only ground alleged 
for bankruptcy—now get this—the only ground alleged 
for bankruptcy was the existence of the equity receivership, 
and not another ground was alleged. Then, on the 30th 
of September, 25 days after this petition was filed, all at 
once it had to be heard. Judge St. Sure was out of town, 
and the respondent went into Judge St. Sure’s court. He 
appointed Guy H. Gilbert receiver in bankruptcy, and he 
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appointed Dinkelspiel & Dinkelspiel his attorneys in bank- 
ruptcy. Then, 2 days later, he dismissed the equity re- 
ceivership on the ground that there was no jurisdiction. 

I ask if there is any suspicious action on the part of 
the respondent or whether he is being persecuted when 
managers on the part of the House bring you that testi- 
mony? Iam telling you that it is inexcusable. They under- 
took to lug in here by Kreft the proposition that addi- 
tional grounds of bankruptcy were alleged, but no petition 
for that purpose was filed until the 14th day of October 
following his action on the 30th of September. It is in- 
excusable; it stands unexplained in this record, and I repeat 
that it was an effort on the part of the respondent to hold 
his leeches onto a wounded institution and let them suck 
its blood—his pets and his coadjutors, so far as the ad- 
ministration of the receivership in bankruptcy is con- 
cerned in the northern district of California. There is no 
other way to explain it. 

What happened to that petition in bankruptcy? Judge 
St. Sure came back home, and promptly dismissed it the 
first time it was called to his attention. Then those in 
interest came in and filed the petition to rehear his action 
in dismissing that petition. He sat there on the bench, and 
said, in effect at that time, “No, I am not going over this 
any further; there is a bad smell about the whole thing ”; 
and that was the end of it, and out went Gilbert and 
Dinkelspiel. 

There is another case I want to call to your attention 
briefly. But one more thing occurred with regard to that 
case just discussed. The proof shows that as a result of 
all this action this institution struggled along of its own 
volition until April or May of this year, after the dis- 
missal of this petition in 1931, and then it was forced to go 
into receivership again because of the adverse notoriety and 
publicity given it on account of these cases that were 
brought without justification, and I charge with the conni- 
vance of the respondent in the effort to try to favor those 
to whom he was undertaking to give a fee. That was the 
termination of the case, and it is now on receivership in the 
State of Nevada. 

The next thing I want to mention is the Lumbermen’s 
Reciprocal Association. In the beginning, I want to call 
your attention to the fact that this is a case where the re- 
spondent utterly defied the plain statute law of the State 
and the rights of a State official and then utterly defied the 
circuit court of appeals, which reversed him and told him 
the State officials were right and he was wrong. 

The petition in the Lumbermen’s Reciprocal Association 
case was filed in his court. After a few days’ delay a hear- 
ing was had; there was a temporary receiver appointed, and 
he selected Samuel Shortridge, Jr., as the receiver and 
Marshall Woodworth as his attorney. 

There was something peculiar about that selection, be- 
cause when Tom Slaven, representing the defendant com- 
pany, went out with Reisner, representing the plaintiff, in 
one of the conversations—and he thinks it was with the 
judge’s secretary, and it is not denied—he was handed a slip 
of paper with three names on it, with the understanding that 
he was to select one of those as receiver in this case, and 
there was only one of them he had ever heard of, and that 
was Samuel Shortridge, Jr. But, of course, he knew what 
had to be done, because that was the wish of the court. 
That is the picture, undenied, except Reisner said he did 
not see the slip. Well, he did not have to see it for it to be 
there. Then it was that it developed on the stand that 
Marshall Woodworth said, “I talked to Shortridge about it 
within 3 or 4 days before the petition was filed.” Then he 
said, “I went and talked to Judge Louderback before the 
petition was filed to see if he would select me as counsel for 
Shortridge as receiver, and he said he would.” So the thing 
was fixed in advance, not by the parties in interest, not by 
the commissioner of insurance of the State of California, but 
by the respondent and Samuel Shortridge and Marshall 
Woodworth. 

So the case was filed; but, mind you, before that, 4 days 
before this suit was brought, the Commissioner of Insur- 
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ance for the State of California had actually taken charge 
of the assets under the statute of that State and was ad- 
ministering them; he had all his force on a salary, and 
there was not any charge against the estate except the fees 
ordinarily charged for operating in the State; there would 
not have been any expense of administration so far as they 
were concerned; but then, as soon as this petition was 
filed and the claim of the State commissioner was set up, 
the respondent issued a mandatory injunction and ordered 
him to bring everything in and turn it over to the receiver 
of the Federal court, although the State receiver, acting 
under a plain statute of the State, had been operating for 
4 days at that time. 

Now, to go further with the story. It was contested at 
every step of the way by the commissioner of insurance, 
represented by Mr. Frank L. Guerena. When the first 
hearing was had, Delger Trowbridge came in as a member 
of the Industrial Accident Commission and showed to the 
court that after the claim that had been allowed by him 
originally for Helen Lay on which the petition was based, 
a petition to rehear had been filed; they had revoked their 
former action, and the claim stood then disallowed, and 
was not a claim against the estate at all. That was at the 
first hearing. With that information the respondent con- 
tinued this receivership, knowing it was based on that 
claim that had been absolutely eliminated, and he had 
knowledge of it at that time. You will find a full statement 
of that in Delger Trowbridge’s testimony. 

There came a controversy over the whole situation, and 
this respondent undertook to protect not the estate, not the 
money that came in, but Samuel Shortridge, Jr., and Mar- 
shall Woodworth, his appointees. I will show you why I 
say that. He allowed exorbitant expenses and he allowed 
$6,000 fees to each one of them. Mr. Guerena took his ap- 
peal. There were several circumstances I wish I had time 
to relate, but I cannot, showing that he absolutely blocked 
or tried to block the appeal of this case, and worked in every 
way he could through his office to cooperate with Wood- 
worth and his office, even going to the extent of notifying 
the circuit court of appeals that Guerena was on his way 
over there, and to let Woodworth know when he got there. 
Woodworth called them after Guerena left respondent’s 
chambers, and he could not have his information from any 
source except the respondent’s office. The respondent did 
everything he could do to block the appeal. The appeal was 
taken, and the circuit court of appeals reversed the respond- 
ent, not in part, not on certain things, but entirely reversed 
him, on the ground that the State court and the State com- 
missioner of insurance were the sole authority in the matter, 
and that there was no ground for the Federal court to ap- 
point a receiver at all. Then that order came down, that 
mandate from the circuit court came to the respondent, and 
it was an outright reversal and an order to turn over every- 
thing. But he had allowed the $6,000 fee to Shortridge and 
the $6,000 fee to Woodworth. Listen to what he put in that 
order. 

Provided, however, that if within 30 days from the signing and 
filing of this order the attorney for E. Forrest Mitchell, State 
insurance commissioner of California and receiver, appointed by 
the State court of California as above stated, shall appeal from 
this order, then the further execution and performance by said 
receiver of this order shall be stayed until the final action by the 
Circuit Court of Appeals for the Ninth Circuit on said appeal or 
until the other or further order of this court or of the circuit 
court of appeals. 

In other words, he attached that condition to the plain 
mandate of the circuit court. He admits now that it was 
an error, of course, but what excuse does he offer? He said, 
in substance, that Marshall Woodworth trapped him into 
making that order. What does Marshall Woodworth say 
about it? He says, on the contrary, “I did no such thing; 
I told him then that Guerena was going to appeal this case 
or was threatening to do so, and the order was made for 
that reason.” What reason? For no other reason in the 
world except to try to deter Guerena in that appeal and try 
to coerce him into giving up his appeal; to try to keep him 
from appealing from the allowance of these fees. If that is 
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not in defiance of the law of the land, if that is not conduct 
unbecoming a district judge, then I do not know how to 
picture it. There is no excuse for it. The respondent does 
not plead ignorance. He says it was an error, and he knew 
it was an error, but when did he change it? He finally 
modified that order by stipulation some time later, after the 
appeal had been perfected and had gone to the circuit court 
and he got uneasy about it. In other words, it did not 
accomplish the purpose; it did not prevent the appeal on 
these fees; it did not keep this money in the pockets of 
his associates. Therefore he would reverse his action and 
change his order. 

Can anyone maintain that official conduct of that charac- 
ter is conduct becoming a Federal judge? Was it not enough 
to arouse the people over whom was placed a man to serve 
on the bench for life or during good behavior? Is there 
cause for surprise that the Bar Association of California 
asked to be relieved of this man who would make an order 
of that kind, for no other excuse in the world except to favor 
those whom he had appointed to receiverships and attorney- 
ships and to whom he had allowed exorbitant fees? I will 
leave it with the Senate to determine whether they think 
that is conduct becoming a Federal judge. 

This man Marshall Woodworth appeared in one other 
case in this court. 

The VICE PRESIDENT. The Chair wishes to call the at- 
tention of the manager to the fact that he has only 5 
minutes remaining. 

Mr. Manager SUMNERS. Mr. President, may I yield out 
of my time 10 additional minutes to Mr. Manager BROWNING? 

The VICE PRESIDENT. Mr. Manager BROWNING will have 
10 minutes additional. 

Mr. Manager BROWNING. I thank my colleague. 

There is one further thing in regard to Mr. Woodworth 
in this case, and that is that in a former appointment he 
rendered 2 months’ service and got an allowance or fee of 
$500 from the referee who knew all about the case and had 
heard it. Then it was that Mr. Woodworth, being dissatis- 
fied, appealed to the respondent and was allowed $2,000, an 
increase of $1,500. 

Mr. Woodworth is a man who has for a long time known 
Sam Leake. Mr. Woodworth associated with him over a 
long period of years and admits his obligation to him. He 
says he visits his office. How many people in this record 
so far have not had intimate acquaintance or been in close 
connection with the respondent through Sam Leake or in 
other ways than in his court? The Dinkelspiels deny that 
they were acquainted with him, but their father back of 
them was that connection, and he was there when in the 
first instance the appointments were made in the Sonora 
case; and it was through him that the relationship existed. 
This record is plain on that. 

Not only that, but there are very few witnesses in this 
record who do not have safe-deposit boxes. I want to call 
attention to that. Gilbert has one. That is very suspicious; 
and we want to call attention to some facts after a while 
that will show why the suspicion rests on the safe-deposit 
box had by him and by several other witnesses in this case. 
And they had money in them, too; do not forget that. 

Now there is one other case I want to mention, and that 
is the Fageol Motors case. I will be as brief as I can. In 
that case another institution got into trouble, a great motor 
company with a capital and assets of $3,000,000, with its 
activities spreading over four States. They wanted to apply 
for a receivership. This is the kind of conduct people have 
a right to be suspicious of on the part of the respondent, in 
addition to his appointments. Now, let us trace that. 
They came into his court with a petition recommending a 
certain man for receiver because he was thoroughly ac- 
quainted with every branch of the automotive industry. 
Here comes Wainwright and here comes Roy Bronson and 
other witnesses and say, “ We went to the judge’s chambers 
to see him at the noon hour and his secretary said ”—and 
this is undisputed, although, of course, the respondent 
undertakes to hide behind her by saying she never passed 
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the word on to him. She told him everything else except 
the thing he wants the court to think she did not tell him. 
They went in there and she said, “ He will be off the bench 
late and you will have to come back at 1:30.” They left 
the papers and explained that they wanted her to arrange 
a hearing and told her who the man was they had selected 
for receiver, and she assured them their message would be 
delivered to the judge. 

They came back at 1:30 and she said. Why, the judge 
got off earlier than he thought and he is out at present and 
will not be back until 2:30. If you will come back at 2:30, 
he will give you a hearing.” There is no mistake about 
that. They came back at 2:30 and passed the respondent 
out in the hall walking away, and when they got inside the 
secretary said, “He has already appointed the receiver in 


that case.” “Who did he appoint?” G. H. Gilbert.” 
“Who is he?” “I don't know.” “Where does he live?” 
“I don’t know.” “What is his telephone number?” “I 


don’t know, but I will try to get it for you and phone it to 
you after you get to the office.” That was 2:30. They 
walked back to their office. Gilbert said the judge’s secre- 
tary, the one that gave them that message, called him at 
1:30 or 2 o’clock, or somewhere between those times, and 
told him he was appointed receiver, and yet she was stand- 
ing there in the front of the judge’s chambers and telling 
them she did not know where Gilbert lived or what his 
telephone number was. The truth of the matter is they 
wanted to stall these people off until he had time to qualify. 
When they went back to the office she called them in a 
few minutes and told them what the telephone number was. 
The record shows that was after Gilbert and his attorney 
Dinkelspiel had appeared and qualified, and they knew they 
had the estate tied up in the court. 

Dinkelspiel called them and said, “ Gilbert has been ap- 
pointed receiver and I am his attorney.” The first question 
was, Has Gilbert qualified?” He said, Oh, yes.” Their 
purpose was that if he had not qualified they would dismiss 
the proceeding so as to get rid of him. The alternative was 
that they held a conference and said, “ We will talk it over, 
and if they will not agree to cooperate and take our advice 
on how to run it we are going into bankruptcy“, and they 
did have that conference the next morning. They told 
Gilbert to his face, “ You are not qualified and you know 
nothing of the business at all.” You remember that their 
own witness, Mr. Lunstrum, who was called in and repre- 
sented as a man who could be believed, said he was hired to 
run the business because Gilbert knew nothing about it at 
all. He was put there for that purpose. Gilbert was at- 
tached to it as a bloodsucker and for no other purpose in 
the world. That is the truth about the appointment of that 
receiver and Dinkelspiel. They agreed to keep their fees 
down or they would go into bankruptcy. 

The termination of it was that the matter did go into 
bankruptcy, and this is the one case where the court can 
determine by comparison between the ideas of the respondent 
and of other people as to what his friends are entitled to in 
the way of compensation. There was as much work done in 
this case as in the Sonora case and the Asparagus case, said 
Dinkelspiel. He got $20,000 in one and $14,000 on account 
in the other. It was a bigger case and required more work. 
When the referee in bankruptcy came to fix the fee he gave 
Dinkelspiel & Dinkelspiel $6,000 and he gave the receiver, 
Gilbert, $4,500. 

Members of the court, that isas much time as I can devote 
to the discussion of the actual facts of the record, but I do 
want to call attention—and I will give the page and the 
amount and the date—to what occurred with regard to Sam 
Leake’s account at the Fairmont Hotel. Sam Leake testified 
he made $2,400 a year and that was his only income, Let 
us see what it is. 

Leake deposited in the hotel, that he uses as a bank, since 
the beginning of 1928, $29,725 and has drawn out in cash 
over $17,000. I do not know what he has done with it. The 
record does not reveal, but I do know and I want to call 
your attention to some very significant coincidences in con- 
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nection with the record. When fees were paid in respond- 
vie court, Leake’s account bulged like the coming in of the 
de. 

Guy H. Gilbert, as receiver in the Sonora case, on Febru- 
ary 26, 1930, got $1,556 as a fee. On February 26, 1930, Sam 
Leake deposited to his account in the Fairmont Hotel $250. 
That appears at page 464 of the record. 

On May 12, 1930, Guy H. Gilbert, as receiver, drew a fee 
of $2,562.83. On May 17 Leake deposited in the Fairmont 
Hotel $550 to his account. Record, page 466. 

Dinkelspiel & Dinkelspiel, attorneys for the receiver in 
the Sonora case, drew $15,249.43 on May 17, 1930. On May 
17, 1930, Sam Leake deposited to his account in the Fairmont 
Hotel $400. 

H. B. Hunter received a fee of $500 on June 14, 1930, and 
on that same date Leake deposited $50. On the 25th of that 
month he deposited $500. 

Hunter on May 30, 1930, received a fee of $500, and Leake 
deposited on the 8th of the next month $80 and on the 9th 
of the next month $250. 

Guy H. Gilbert, receiver in the Sonora case, got $2,855.64 
on July 30, 1930. On July 31, 1930, Sam Leake deposited 
$100 in his account at the Fairmont Hotel. 

Dinkelspiel & Dinkelspiel, as attorneys in the Sonora case, 
got $5,000 on July 30, 1930, and on July 31, 1930, Sam Leake 
deposited $700 in his account at the Fairmont Hotel. 

H. B. Hunter got $500 on July 30, 1930, and on the 11th 
of the next month Leake deposited in his account at the 
hotel $400. 

Hunter got $500 on August 30, 1930, and on September 2 
Leake deposited $100 in his account at the Fairmont Hotel. 

September 30 Hunter got $500 more and Leake deposited 
on that same day $315 in the Fairmont Hotel. 

Sam Shortridge, Jr., receiver in the Lumbermen’s Re- 
ciprocal case, got $3,000 on December 4, 1930, and on De- 
cember 5, 1930, Leake deposited $600 in his account. 

Marshall Woodworth got $3,000 on the same day, Decem- 
ber 4, and on December 9 Leake deposited $250 more in the 
Fairmont Hotel. 

Hunter got $500 on January 15, 1931, and on January 18 
Leake deposited $500. 

Sam Shortridge, Jr., got $3,000 on April 23, 1931. On 
April 25, 1931, Sam Leake deposited $550 in his account at 
the Fairmont Hotel. 

Marshall Woodworth got $3,000 on April 23, 1931, and on 
May 18, 1931, Leake deposited $500 more. 

Woodworth got $2,000 and the date is not exact, but he 
said sometime in the spring—March, April, or May, as I 
understand it—1931, and on May 29 of that same year Leake 
deposited $450 in his account at the Fairmont Hotel. 

Keyes & Erskine got $5,000 on November 30, 1931, and on 
December 14, 1931, Leake deposited $400, and on December 
15, 1931, he deposited $1,200. 

Gilbert got $4,500, he said, some time in the summer—I 
think August of 1932. We can fix the date, because on 
August 17, 1932, Sam Leake deposited $700 in his account at 
the Fairmont Hotel. 

Mr. President and members of the court, these are the 
facts as viewed by the managers. My insistence is—and I 
say this in closing—that the circumstances and the irre- 
futable facts of the record brand the respondent as a man 
totally destitute of the essential elements of judicial char- 
acter, and as a man that those people of a sovereign State 
and a sovereign district should be relieved of. It is only a 
political right we are asking you to take away from him. 
I insist that under the circumstances of this record it would 
be unfair to let him sit in judgment over a people that have 
brought these circumstances and these facts to you and laid 
them on your conscience, to determine whether they shall 
be afflicted by an individual or whether they have a right to 
have someone administer justice in their courts of equity, 
their courts of bankruptcy, their courts of justice, about 
whom there is no suspicion and in whom they have con- 
fidence. 
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ADDITIONAL QUESTIONS PROPOUNDED TO THE RESPONDENT 

The VICE PRESIDENT. The time of the manager has 
expired. 

Mr. CONNALLY. 
mentary inquiry? 

The VICE PRESIDENT. The Senator will state it. 

Mr. CONNALLY. Would it be now in order for a Senator 
to propound a written interrogatory to the respondent about 
his testimony? 

The VICE PRESIDENT. The Chair does not think so. 
The case has been closed, as the Chair understands it, unless 
the Senate orders otherwise. 

Mr. CONNALLY. I assumed it was proper in view of the 
usual court practice in matters of trial before juries. 

The VICE PRESIDENT. If there is no objection on the 
part of the respondent, the Chair will admit the question. 

Mr, LINFORTH. The respondent has no objection to 
answering any question put to him. 

The VICE PRESIDENT. The Senator from Texas will 
propound his question. 

Mr. CONNALLY. I send several interrogatories to the 
desk and ask that they may be propounded. 

Mr. Manager BROWNING. We did not understand the 
request of the member of the court. 

The VICE PRESIDENT. The Senator from Texas re- 
quests permission to propound a question to the respondent. 
Counsel for the respondent make no objection. The clerk 
will propound the first question submitted by the Senator 
from Texas. 

The legislative clerk read the first question, as follows: 

Q. When testifying you said you had consulted Leake in the 
lobby of the Fairmont Hotel about appointing a receiver and he 
suggested Hunter, who was in the hotel at the time. Why did 
you consult Leake about selecting a receiver? 

The RESPONDENT. Because I thought he could provide 
me with information. I was looking for a man of a par- 
ticular type to represent that kind of an estate. I happened 
to meet him in the corridor, and I thought he was a man 
well informed and perhaps might be able to indicate to me 
someone who had those qualifications. 

The legislative clerk read the next question, as follows: 

Q. How did it happen that Hunter was in the hotel at the time? 
Was not this rather.a remarkable coincidence? 

The RESPONDENT. I do not know how Mr. Hunter hap- 
pened to be in the hotel at that time; but he had been living 
at the Fairmont Hotel for some time, although I was not 
acquainted with him. 

The legislative clerk read the next question, as follows: 

Q. Did you not have an acquaintance in San Francisco? And, 
if so, did you not know anyone qualified to be appointed receiver? 

The RESPONDENT. I probably would have ascertained 
from some source, if I had not secured it from Mr. Leake 
at that time, the information necessary to appoint another 
receiver. It just happens that I spoke to him, and got the 
information without going further. I considered this par- 
ticular case an exceptional case in this, that it involved a 
stock-brokerage company, in which there is work to be done 
by a receiver far more extensive than in ordinary receiver- 
ship cases. 

The legislative clerk read the next question, as follows: 

Q. You had several acquaintances at the bar. Why did you not 
make an inquiry of them as to a receiver? 

The RESPONDENT. I can only answer that I happened 
to go up there, not for the purpose of seeking Mr. Leake 
but I happened to see him in the corridor, and I made the 
inquiry of him, and I had him give me the information 
which I have testified to. I probably would have gone to 
other sources had I not happened to meet Mr. Leake in the 
corridor at that time. It was information that was not 
necessarily information coming from an attorney. 

Mr. CONNALLY. I have one other question. 

The VICE PRESIDENT. The Senator from Texas pro- 
pounds another question, which will be read. 


. 
Mr. President, may I submit a parlia- 
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The legislative clerk read the next question, as follows: | us the meaning or the definition of the charge of “high 


Q. What time of day did you see Hunter? 


The RESPONDENT. I think the time was about 5 o’clock, 
a usually remained at my chambers until 5 o’clock or 

The legislative clerk read the next question, as follows: 

Q. Did you have any arrangements to meet Hunter in the hotel, 
or had you had any information from Leake that Hunter 
would be there? 

The RESPONDENT. I had no information that Mr. 
Hunter was going to be there, nor had I any information 
that Mr, Leake was going to be there, although Mr. Leake 
is a man of usual habits, and he was usually to be found 
about that time at the hotel. He is not a man that goes 
out. When he has finished his work, somewhere around 3 
o’clock in the afternoon, he leaves his office, and he usually 
is at the Fairmont Hotel from that time until the following 
morning. 

The VICE PRESIDENT. That concludes the questions. 
AEGUMENT OF WALTER H. LINFORTH, ESQ., ON BEHALF OF THE 
RESPONDENT 
Mr. LINFORTH. Mr. President, and you, gentlemen of 
the Senate, at the outset I desire to extend to you my 
thanks for the courteous treatment that I have received 
at the hands of the Senator from Arizona [Mr. AsRunsr l, 
who has been very considerate and very kind in regard to 
every request made of him by me relative to the stress under 

which we have been working in this matter. 

I desire to say a word or two so that you will know why 
I am here. You no doubt have already formed the notion 
that the relation of attorney and client is what brought me 
here, In explanation of my appearance here, I wish to 
relate to you a story which takes me back some 45 years. 
At that time I was a clerk in the office of a real lawyer in 
the West—a lawyer of the name of Henry E. Heighton, a 
warm personal friend of our beloved President, Grover 
Cleveland. At that time it became necessary for us to em- 
ploy an office boy; and a little chap about 12 years of age 
was employed by me in that capacity. Since then he has 
grown to the point where he is one of the greatest, if not 
the greatest, trial lawyers in the State of California, and 
he is the partner of the senior Senator from California 
(Mr. JOHNSON]. 

During these 45 years the relations between that man, 
Theodore J. Roche, and myself have been very warm and 
very affectionate. For some years, during the domestic 
troubles of the respondent, that gentleman has been his 
counsel, and that gentleman intended to represent him upon 
this proceeding; but, due to stress of trial work in the city 
of San Francisco, 4 days before the filing of the answer in 
this case, I was drafted by him in his place and as his sub- 
stitute and under such conditions I could not say no.“ 

Those are the reasons and those are the conditions in 
which I have undertaken to do what little I could in the 
defense of the respondent upon the hearing of this matter. 

At the outset it may not be amiss to have in mind the 
gravity of the charges here. 

This proceeding affects not the money, not the liberty, not 
the life of the respondent. It goes further; it affects his 
honor. A conviction of these charges means what? Not 
only his removal from office but the stigma and the stain of 
the fact that he is prevented for all time, from now on, from 
ever holding an office of honor or trust within these United 
States. It goes further: In my humble judgment, it affects 
even his right to practice his profession as an attorney at 
law, because, if branded with the stigma that he is guilty of 
the charges brought against him, any court upon proper 
application will promptly disbar him. 

So I say, and I respectfully maintain, that his whole future 
life, his whole future career, is in the hands of you gentle- 
men; for a conviction means that his honor has been de- 
stroyed and taken away. 

May I inquire, What kind of a proceeding is this? Is it 
criminal in its nature? Is it quasi-criminal? Nobody seems 
to know. The authorities on the subject are not agreed. 
No one knows. No learned writer on the subject has told 


crimes and misdemeanors ”, charged against the respondent 
in these articles. Having been unable from my limited ex- 
amination of the books to find any precise definition of that 
charge, I have invented, if I may be permitted to use that 
expression, a definition of my own. 

The Constitution of this country provides that an ap- 
pointment of this kind is for life, depending upon good be- 
havior. So I have concluded, and I respectfully submit to 
you, that “high crimes and misdemeanors”, so far as this 
proceeding is concerned, means anything which is bad be- 
havior, anything which is not good behavior. 

In my humble judgment this proceeding should be likened 
to a criminal one. When you come to vote you vote either 
guilty or not guilty. The question propounded to each one 
of you will be, “Is the respondent guilty or not guilty?”— 
the form of verdict rendered in a criminal trial and never 
the form of verdict rendered in a civil proceeding. So my 
deduction in the matter, respectfully submitted to you gen- 
tlemen, is that this proceeding, while not criminal, is in the 
nature and partakes of the character of a criminal proceed- 
ing. 


That being so, it leads me to the next question that I 
desire respectfully to submit to you; and that is this: What 
is the degree of proof necessary in order to bring in a verdict 
of guilty in this case? If it is in the nature of a criminal 
proceeding, then the proof must satisfy you beyond a reason- 
able doubt. I respectfully contend and maintain that, inas- 
much as the proceeding is one which partakes of the 
character of a criminal proceeding, that is the measure of 
proof required of the learned managers prosecuting this 
charge. 

If I am in error in that, surely then the rules applicable to 
civil cases apply, namely, that one holding the affirmative 
must at least bear and sustain the burden of proof, and 
must, in order to prevail, prove by a preponderance of the 
evidence the charges made. 

Before I enter into a discussion of the evidence, which I 
intend to do, gentlemen, in the hope that any inadvertent 
statements made by the learned manager who has pre- 
ceded me, may be dispelled, I intend to give you a reference 
to the testimony in support of each statement I advance, in 
the hope that I may be of some assistance to those who are 
sitting here now, and who may not have been here when 
the testimony itself was introduced. 

Before entering upon a discussion of the evidence, I deem 
it right, I deem it helpful, and I deem it just, for you to 
have in mind a picture of the respondent before you start 
to consider the evidence which has been introduced here. 

Now, who is the respondent? What does the record show? 
He is an American through and through. He comes from 
American stock, his father born in the State of Pennsyl- 
vania, and his mother born and reared in the State of 
California, both father and mother pioneers of that great 
State. It is from that kind of stock this respondent sprung. 

Who is he? He is a lawyer and a gentleman, educated in 
the public schools of San Francisco, in the University of 
the State of Nevada, and in the Harvard Law School. He 
is not only an American by birth, but he is an American at 
heart, one of the first, when this country was in trouble, to 
come to the front. The uncontradicted testimony shows 
that on the second day after this country declared war he 
volunteered and enlisted. His service as a soldier terminated 
only when the war was over. 

What happened after that? He was elected for a term of 
6 years to the Superior Court of the State of California. Re- 
elected when that term was finished for an additional period 
of 6 years, 2 years of which he served. Then the honor was 
conferred upon him by his appointment to the Federal 
bench, which office he has occupied ever since. That is a 
brief picture of this respondent. Nobody says anything to 
the contrary. 

Who is at the bottom of these charges? Four disgruntled 
attorneys, who, in my humble judgment, have misled the 
honorable managers in this proceeding. Bear in mind that 
25 receiverships, bankruptcy and equity, have been pending 
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before the respondent in the 5 years he has been on the 
Federal bench. In the Russell-Colvin case alone, there were 
700 claimants and creditors, and, notwithstanding there were 
25 or more of these proceedings before the respondent in the 
5 years he has been on that bench, not a single creditor in 
any one of those proceedings has been brought here to point 
a finger of suspicion at the respondent, or to say a word 
against him. 

As a carpenter is judged by his chips, so a man should 
be judged by his acts, and you have this respondent here, 
with the testimony of the clerk of the court as to 25 receiver- 
ship proceedings before him, with 700 creditors alone in the 
Russell-Colvin case, but not one creditor, man or woman, in 
any one of those proceedings has been called here to say an 
ill word against the respondent in his handling of any of 
these matters. 

There is a disgruntled firm of attorneys in San Francisco, 
a firm made up of 5, with 3 of them here as witnesses, the 
fourth of them in the city of Washington but not called. 
I say to the gentlemen who represent the other side, with 
great respect for all of them, that they have been misled 
by this firm of disgruntled attorneys. 

What is the charge, the main charge, made against us? 
What charge is found in the “Russell-Colvin case”, so- 
called? I read from the articles of impeachment, as follows: 
“That he did willfully, tyrannically, and oppressively dis- 
charge one Addison G. Strong, in the Russell-Colvin case, in 
his own personal interest, and at the instance, suggestion, 
or demand of one Sam Leake.” 

Those who have attended these sessions from beginning 
to end know there is not a word of truth in that charge. 
To those who have not attended these sessions I want to 
demonstrate—and I use that word advisedly—the falsity of 
that charge. 

It is conceded by everyone interested in this proceeding 
that Mr. Strong, first appointed as receiver, was the regu- 
larly employed auditor of the San Francisco Stock Ex- 
change. It is also conceded that in that capacity he had 
also served the bankrupt concern of Russell-Colvin Co. 
Bear in mind that the filing of these two petitions in this 
proceeding simultaneously, the double filing, as it has been 
referred to here, the first going to Judge St. Sure’s court, 
the second going to Judge Louderback’s court, caused the 
respondent to be suspicious and cautious. You remember 
the testimony of Attorney Marrin in regard to why such a 
thing as that, never having happened before in 30 years, 
was done. 

What was Mr. Marrin’s explanation? His explanation 
was that the clerk of that court, a man whom we all love 
and revere, who has been our clerk for many years, told 
him that Judge St. Sure was out of town, and that no other 
judge would act for him in his absence. That is the state- 
ment of my good friend Manager Browninc this morning, 
that no other judge would act for him, and that was the 
reason for the double filing. 

So that there may be no mistake about it, let me call 
your attention to just a line from the testimony of that 
witness. 

Mr. McKELLAR. What page? 

Mr. LINFORTH. I am referring to page 167. 


We asked the clerk how long Judge St. Sure would be in Sacra- 
mento, and he told us for about a week. We then asked the 
clerk if one of the other judges, either Judge Louderback or Judge 
Kerrigan, would take up the petition in the absence of Judge St. 
Sure, and we were told by the clerk that they would not. 


At page 179, gentlemen, in the cross-examination of that 
witness, the following occurred—and I am reading from the 
top of the page, Senator McKELLar: 

Can you tell us whether it was a man or a woman who gave 


you the information that no one would act without Judge Bis 
Maling 


Sure being present?—A. My recollection is that Mr. 
self gave us that information. 
i Q. That morning?—A. Yes; that morning. 

That answers the suggestion of the learned manager 
made in his argument this morning that the name of Mr. 
Maling was not mentioned, and that it was not known what 
clerk gave the information, 
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Now, let us see what Clerk Maling had to say on the 
subject. We summoned him here by wire, as fast as we 
could get him, when we heard what the testimony of Mr. 
Marrin was on that subject. I now call your attention 
briefly to just a word on page 682 of the testimony of that 
gentleman. I read from the bottom of the page: 

5 Upon the filing of the first complaint in that matter, which 

the record here shows went to Judge St, Sure’s department, did 
you then or at any other time tell him that no judge present 
would act for Judge St. Sure in such a matter during his ab- 
sence?—A. I have no recollection of it, and I am satisfied that 
he is mistaken if he thinks I said that. He must have misun- 
derstood me, because I never would have made such a statement 
to any counsel to that question or answer it in that way. I have 
never undertaken to say what any judge would do in the matter 
of making an order. 

Q. According to your best recollection, no such conversation 
took place?—A. I am satisfied that if we had a conversation he 
ora my statement, because I never would have said 

Of course, that statement was not correct. It is similar 
to other statements made by other disgruntled attorneys, 
aiding and abetting those that I say are the originators of 
this proceeding, namely, those representing the San Fran- 
cisco Stock Exchange. You Senators heard my friend, Mr. 
Manager Brownrnc, this morning say that the Bar Associa- 
tion of San Francisco inaugurated these proceedings. He 
told just a half truth; he did not tell you that at the time 
these proceedings were initiated Florence McAuliffe, one of 
the firm of attorneys for the stock exchange, was the vice 
president of the bar association that initiated these pro- 
ceedings. He did not tell you that Florence McAuliffe, the 
same gentleman, is now the president of that bar association. 

Judge St. Sure tells you—I will not bother to read his 
letter, but will call your attention to it at page 627, wherein 
he says the practice always was in his absence or in the 
absence of Judge Louderback, one to act for the other. 
There is no dispute about that fact. 

If that is the fact, and if the clerk of the court did not tell 
those people that the remaining judges could not or would 
not act, then what is the reason for the double filing? They 
put a question to the respondent when on the stand yester- 
day if they thought he was an “easy mark ”, and if that is 
why they picked him with this second filing. That is their 
language, not mine. The respondent answered, in substance, 
“I do not know what they thought, but if they thought I 
was that kind of a man they quickly found out they were 
mistaken.” 

I will not take the time to read the testimony of the 
deputy clerk of the court, Mr. Fouts, who tells you at page 
680 that he ran the record back for 30 years, and found 
that never before had such an instance of double filing 
occurred in that court. 

Mr. Maling, the clerk of that court, tells you that, to 
his recollection, such a thing never before happened in that 
court. 

Mr. Manager Browninc this morning asked if there was 
anything unusual in this filing which fell to Judge Louder- 
back’s court. Why did they not dismiss this suit and file 
another? But there is an easy answer to that. There is a 
limit to which people dare go. They went the limit in the 
filing of the two petitions, and they did not dare go farther. 

Then they took the matter up with respondent—tried to 
have him appoint Mr. Strong; and the minute respondent 
found out about this double filing, he at once became cau- 
tious and suspicious; sent for the double filing, and refused 
to hear the proceeding assigned to his court unless and 
until they first dismissed that double filing. They agreed 
to dismiss but not until they heard respondent say he would 
accept and would appoint Mr. Strong as receiver. Hav- 
ing received that information, they then announced they 
would dismiss the first petition, which they did. 

The court—and when I say “the court”, Senators, I 
mean the respondent—told Mr. Strong when appointed he 
would be an officer of the court, not the representative of 
either party, and that he must consult him with reference 
to the employment of counsel. Mr. Marrin so testified. I 
read you just a word on that subject, and, Senators, I am 
reading from page 168, at the foot of the page: 
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The judge then said to Mr. Strong, “If you are appointed re- 
ceiver by me, you realize that you will be an officer of the court, 
representing the court and not any of the parties; and if you 
are appointed as receiver, will you consult me with reference to 
Die i i ae of your counsel?” Mr. Strong said that he 
wo * 

So, at the very inception of the matter, the respondent, 
as à careful judge, told Mr. Strong what his duties were and 
what he would have to do, and he acquiesced. 

After telling him that, he told him, When you are 
through qualifying, come back to see me.” 

My friends on the other side of this case said to you this 
morning that five witnesses denied the making of that state- 
ment. I challenge the production of the testimony of a 
single witness to that effect. Every witness examined ad- 
mitted the judge made such a statement, and I will read 
you on that subject the testimony of their witness Lloyd 
Dinkelspiel. I read, Senators, from page 226— 

I do not believe we had any further conversation until the 


judge said to Mr. Strong as we were going out, “After you have 
qualified, I want to see you,” or Come back and see me.” 


Could language be any planer“ after you have qualified, 
come back and see me ”—not next week, not tomorrow, but 
after you have qualified, come back and see me”? 

He did not return, but he makes the excuse he did not 
think the judge meant that night. That testimony, Sena- 
tors, is at page 192. That answer was a miserable subterfuge. 
He knew the judge meant that night, and his cross-examina- 
tion shows that he knew the judge meant that night, because 
he admits before they left the courthouse that very night he 
called the attention of the lawyers who were with him to 
the fact that the judge had told him to come back, and the 
lawyers said it would do the next morning. That testimony 
is at page 206, Senators. I will not stop to read it. He knew 
that he was violating the promise he had made to the judge; 
and in this connection please have in mind that although 
it was late in the evening, the clerk’s office, where he quali- 
fied, was only 50 feet from the judge’s chambers. The 
judge remained waiting for him until 6 o'clock. He ascer- 
tained from the clerk’s office that he had gone and the clerk’s 
office was closed. He promised the judge he would not em- 
ploy counsel without consulting him, and he told the judge 
that none of the counsel present were his attorneys; at the 
time he so told the judge, Mr. Dinkelspiel, one of the firm 
of Heller, Ehrmann, White & McAuliffe, attorneys for the 
stock exchange, was present in the judge’s chambers and 
heard what he had said. That is found on pages 209 and 
210, Senators. 

When we reached that point in the cross-examination of 
this witness, questions were propounded to him by one of the 
Senators—I think by Senator Lone, of Louisiana—and I ask 
permission briefly to call your attention thereto. I will read 
just a word from pages 209 and 210 at about the middle of 
the page: 

By Mr. LINFORTH: 

Q. I understood you to say today that when you called on the 
judge on Thursday, the 13th, which was the day of your removal, 
he asked you whether McAuliffe told you not to resign—aA. He 
asked me if I had asked Mr. McAuliffe and if he advised me not 
to resign, and I said he did. 

Q. And that was the fact, Mr. McAuliffe had advised you not to 
resign?—-A. That is correct. 

Mr. Lona. Mr. President, may I send a question to the desk? 

The Prestprnc Orricer. Would counsel consent to be interrupted 
for the propounding of a question? 

Mr. LINFORTH. Certainly. 

The Presmpine OFFI The interrogatory will be read. 

The Chief Clerk as follows: 


Now, note the interrogatory, gentlemen of the Senate: 


Q. In view of your last answer, please answer this question 
“yes” or “no.” Did you not tell the judge you would not em- 
ploy any of the lawyers present, including a member of the 
McAuliffe firm? Then did you not, after having consulted Acker- 
man and receiving his acceptance, go and employ McAuliffe, a 
member of whose firm was present when you agreed to exclude 
attorneys present from consideration? 

Mr. BROWNING. Mr. President, I suggest that the question should 
be divided. 

The Prestprnc OFFICER. That is for the witness to determine. 
If it is not intelligible to him and he desires to have it divided, 
it may be done. 

The Witness. I would appreciate that. 
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ane Chief Clerk read as follows: 

In view of your last answer, please answer this question yes 
or ‘no.’ Did you not tell the judge you would not employ any 
of aoe 3 present, including a member of the McAuliffe firm? 

The Chief Clerk read as follows: 

“Then did you not, after having consulted Ackerman and re- 
ceiving his acceptance, go and employ McAuliffe, a member of 
whose firm was present when you agreed to exclude attorneys 
present from consideration?“ 

A. I was engaging Mr. McAuliffe and not his firm. 

I digress for a moment to say what a miserable subterfuge 
this answer was—“I was employing Mr. McAuliffe and not 
his firm.” Who were the attorneys for the stock exchange? 
Not Mr. McAuliffe individually, but the firm of which he was 
a member; but the answer, even as given, shifty as it was— 
and I use that expression with great respect and not intend- 
ing any reflection on Mr. Strong—even as it was, it was not 
true and it was not correct. 

What happened the next morning? 

At 9 o’clock or thereabouts Mr. White, a member of this 
firm of attorneys for the stock exchange, appeared in the 
chambers of the judge. What was he there for? He then 
and there told the judge he had with him a petition signed 
by Mr. Strong for the employment, not of Mr. McAuliffe but 
for the employment of this firm. Mr. White, under my 
cross-examination, admitted the petition was for the em- 
ployment of the firm and not of Mr. McAuliffe individu- 
ally. May I invite your attention briefly to that testimony? 
I am referring to page 237 of the record: 

Q. Did you tell the judge on your first visit, the day after the 
appointment of the receiver, that you had with you a petition 
for the appointment of the firm of Heller, Ehrmann, White & 
McAuliffe as attorneys for the receiver, Strong?—-A. I did. 

Q. You told him that petition was for the appointment of the 
firm?—A. Yes; it was. 

Q. And it was for the appointment of the firm, was it not?— 
A. It was. 

There can be no doubt, I maintain, that the judge acted 
in the utmost good faith. I have no doubt that Mr. Strong 
himself wanted to act in the utmost good faith, but he 
was under the power, under the control, and under the 
dominion of the stock exchange. 

No doubt Mr. Strong intended to play fair and honest 
with the judge. No doubt he intended to keep his promise 
to the judge, but the pressure was too great. They had 
already succeeded in getting from the judge the appoint- 
ment of their own man as receiver; and the judge, as a wise 
judge, and made cautious by the double filing, would not 
stand for the appointment of the attorneys for the stock 
exchange as the attorneys for the receiver. His homely 
expression was that it looked to him as if it were “ too much 
of the same family ”, and that is the reason which he gave 
them at this time. The testimony, which I shall not take 
the time to read, will be found at pages 683 and 684 of the 
record. 

“Too much of the same family!” Remember, at that 
time we had had the crash in the stock market. Stock 
transactions and stockbrokers at that point. were not looked 
upon with favor. The judge, as a sensible man, knew and 
had a right to believe that the public would be involved to 
a greater or less extent m the failure of the Russell-Colvin 
firm, and as a cautious judge said to them, “ While I give 
you the receivership, I want a check on it. I want to look 
after the attorneyship. I do not want too much of the same 
family in the matter.” 

What did he do? He talked with Mr. Strong on several 
occasions. Mr. Strong would agree to no one but the at- 
torneys for the stock exchange. The judge suggested to Mr. 
Strong reputable, leading lawyers of San Francisco. True, 
he admitted when he made these suggestions he knew Mr. 
Strong would not accept them, that he was wedded to the 
stock-exchange attorneys, but he wanted to get his attitude. 
He wanted proof of his conduct before he removed him. 
He suggested such well-known firms as Pillsbury, Madison & 
Sutro; Sullivan, Sullivan & Roche, the firm of which your 
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others, but Mr. Strong would have no one except the stock- 
exchange lawyers, Heller, Ehrmann, White & McAuliffe. 

Some of the members of this court have been judges in 
trial courts. Under these conditions, put yourselves in the 
position of respondent at that time. What would you do 
with a receiver who was defying you? What would you do 
with a receiver who told you he would not obey your orders, 
who would not counsel with you, who would not follow any 
suggestion you made if it did not agree with the advice re- 
ceived by him from the attorneys for the stock exchange? 
Would you not remove him? Is there a judge within these 
United States that has enough backbone to be a judge that 
would not have removed him? 

Now, how did the judge act? One hundred percent a 
gentleman. He had appointed Mr. Strong at the solicita- 
tion of certain reputable attorneys, Mr. Marrin’s firm and 
Mr. Brown’s firm. What did the judge do? He sent for 
those gentlemen and told them as a matter of courtesy what 
had happened. He said to them he was satisfied, unless 
Mr. Strong changed his attitude, that he would be com- 
pelled to remove him and if he did he was thinking of 
appointing a Mr. Hunter. He told them his information 
about Mr. Hunter. He did not stop there. He went farther 
and said, “ Will you please investigate Mr. Hunter and let 
me hear from you by 4 o’clock if you have any objection 
to him?” Not having heard from them, they not having 
shown him the courtesy of communicating with him, he 
telephoned them and asked what report, if any, they had 
to make as to Mr. Hunter. The reply was, “ While we will 
not agree to him, from everything we hear he is a com- 
petent man.” The respondent then appointed Mr. Hunter. 
Was he a competent man? Members of this court have 
seen him on the stand and have heard the results of his 
administration. Was the judgment of the respondent in 
selecting Mr. Hunter as receiver borne out by what has 
happened? 

The respondent is charged with allowing, “ willfully, de- 
liberately and improperly, excessive attorneys’ fees ” in that 
case. He is charged with appointing a young man as at- 
torney. May I tell a story about myself on the question of 
being young? Many years ago I was a partner of the father 
of the present senior Senator from California [Mr. JOHN- 
son]. I was quite young in those days. The father of the 
present senior Senator from California was then a Con- 
gressman. In the discharge of his duties as such it was 
necessary for him to leave California for Washington when 
an important case in the office came up for trial. The 
client was sent for. I was introduced to him as the can- 
didate for the trial of that case. My partner, the venerable 
Mr. Johnson, afterward said to me, No luck, Walter; you 
are guilty of the unpardonable sin of being young.” 

I maintain in this case, the most that can be urged 
against Mr. Short is that he was a young man; but, young 
or old, we all recognize ability and we all are willing to 
give credit to those who are entitled to credit, whether 
young or old. Who did this work for the receiver in this 
case? I care not whether it was Mr. Short or whether it 
was the older and more experienced Mr. Erskine, or whether 
it was both of them. What was the result? 

When we had the head of the stock-exchange attorneys 
upon the witness stand, Mr. Ehrmann, do you recall his tes- 
timony? He was a witness upon the hearing for fees. You 
remember what he said? In substance, his testimony was, 
“the work of the receiver, the work of his attorneys, was 
excellent.” So Isay give the young man his due. The work 
done, out of the mouth of the opposition—the head of the 
opposition—was declared to be excellent. Let me read just 
a word in that connection. 

RECESS 

Mr, ASHURST. Mr. President, I rise to inquire of the 
honorable managers on the part of the House and the hon- 
orable attorneys on the part of the respondent if they will 
object to a request that I desire to make for a recess of 
40 minutes? I ask unanimous consent for that purpose. 

The VICE PRESIDENT. Is there any suggestion on the 
part of counsel for the respondent or the managers on the 


CONGRESSIONAL RECORD—SENATE 


May 24 


part of the House? Is there objection to taking a recess for 
40 minutes? 

Mr. Manager SUMNERS. We shall be very glad to do so. 

The VICE PRESIDENT. Is there objection? 

There being no objection (at 12 o’clock and 30 minutes 
p.m.), the Senate, sitting as a Court of Impeachment, took 
a recess for 40 minutes. At the conclusion of the recess 
the Senate, sitting as a court, reassembled. 

The VICE PRESIDENT. The Chair appoints to preside 
for the remainder of the day the Senator from Georgia 
[Mr. GEORGE]. 

(Mr. GEORGE thereupon took the chair as Presiding 
Officer for the remainder of the day.) 

CONTINUATION OF ARGUMENT ON BEHALF OF RESPONDENT BY WALTER 
H. LINFORTH, ESQ. 

The PRESIDING OFFICER. Are counsel for the respond- 
ent ready to proceed? 

Mr. LINFORTH. Yes; Mr. President, may I proceed? 

Gentlemen of the Senate, just as we took the recess, I was 
referring to the fact that no matter who rendered the serv- 
ice in the Russell-Colvin case, whether it was the elder Mr. 
Erskine or the young Mr. Short, we have the testimony from 
the main opposition, the head of the firm of attorneys repre- 
senting the stock exchange, as to the character of those 
services. May I read you just a word from the record, 
found at page 357, as to the opinion of the head of the firm 
of attorneys representing the stock exchange as to the 
character of those services? [Reading from page 357:] 

Q. Did you so testify before Judge Louderback on that hearing 
and before he made any order?—A. I did. 

Q. And was that your then opinion?—A. Based on the evidence 
that I heard, that was my opinion, and still is, on all the evidence 
that I heard given in that case. 

Q. And was it your opinion at that time that the work done, 
both by the receiver and by his attorneys, had been excellent from 
every source that you had heard from?—A. From any source I had 
heard from, the administration had been very well carried on, 
excellently carried on. 


Q. Both by the receiver and by his attorneys?—A. As far as I 
had heard. 


So I submit, gentlemen of this court, in the light of that 
testimony, it lies in the mouth of no one to question the 
character of the services rendered by the receiver and by 
the attorneys in that matter. 

So far as the amount of fees allowed is concerned, we have 
the testimony that was introduced before the court on the 
hearing of the application and we have such men as John 
McNabb, Albert Rosenshine, and Henry Jacobs, placing the 
value of the services as from $55,000 to $75,000. We have 
the agreement entered into by all of the parties in open 
court to the effect that $46,250 should be allowed. 

In this connection let me call attention to the testimony 
of the bookkeeper of Russell-Colvin & Co. to the effect that 
the securities of the firm and of the customers were of the 
appraised value, at the time of the receivership, of $3,060,- 
000. That will be found at page 391 of the record. The 
receiver actually received and handled a sum in excess of 
$1,000,000 in firm assets, as shown at page 391 of the 
record. We have the uncontradicted testimony of the re- 
ceiver that from the frozen assets of this concern, which 
had no market value at all, he realized from the Consoli- 
dated Box Co. assets $130,000 plus; from the Coen Co. and 
its frozen assets, $25,500; and from the Anchorage Light & 
Power Co. and its frozen assets, $63,000. The record of the 
receivership, in a very few words, shows the secured cred- 
itors received 100 cents on the dollar; the marginal cred- 
itors received 55 cents on the dollar; the general creditors 
28 cents on the dollar; and there is enough remaining to 
pay them 12 cents more, thus making for the general 
creditors 40 cents on the dollar. 

Just a word further on the question of the value of the 
services of the attorneys and I am through, so far as that 
branch of the case is concerned. No question arises in the 
practice of the law which is more difficult to determine and 
on which there is a greater range of opinion than the ques- 
tion of the value of services. Many members of the Court 
of Impeachment are lawyers. Many of them have been 
judges. No two will agree on the value that should be given 
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to services rendered in any particular case. The matter is 
largely one of discretion. There is no proof here to justify 
the charge that the respondent in this case “ willfully and 
oppressively ” allowed any exorbitant or excessive fee. 

We then come to the next charge in the impeachment 
articles and that is that respondent entered into a con- 
spiracy with Mr. Leake in regard to the question of his 
residence in Contra Costa County. I have read into the 
record section 52 of the political code of the State of Cali- 
fornia. In our State, as in nearly all the States, the question 
of domicile or residence is a question of joint act and intent. 
In this matter the record is all one way. 

The judge had a home, he had a residence, and that home 
and that residence was at 666 Post Street in San Fran- 
cisco. Owing to unfortunate family differences, he gave up 
that home and temporarily went to the Fairmont Hotel in 
San Francisco, occupying a room in the bachelor quarters 
for which he paid the sum of $75 per month. When he 
went there to occupy that room the thought was in his 
mind that perhaps the family differences might be adjusted 
and a reconciliation might occur. At the end of about 6 
months, that hope not being realized, what happened? 

The judge determined upon having a legal residence, a 
legal domicile. He had given up his home where he re- 
sided with his wife. He was temporarily living at the Fair- 
mont Hotel. Then after 6 months, after concluding that 
his hope of reconciliation was a thing of the past, he turned 
to the home of his brother where he had formerly lived and 
with whom he had formerly made his home. On the 6th of 
April 1930 he determined to establish his bona fide domi- 
cile in the home of his brother across the Alameda County 
line, a distance of 40 minutes’ travel from San Francisco. 

The brother and his wife were willing, and the respondent 
was given a room in that home and a key to the house. 
He moved his belongings to that home, endeavored there to 
live. He canceled his registration in San Francisco and 
registered as a voter in Contra Costa County. He made the 
attempt, referred to in the evidence, to occupy and reside 
in that home; but due to an early affliction from which he 
had suffered, viz, asthma, was unable to live there. Whether 
it was due to the plants around the place and in the house, 
whether it was the flowers, or whether it was the pet cat, 
the attacks of asthma were recurring, and he was compelled 
to leave, and thereafter slept in the room in the Fairmont 
Hotel. Residence is a question of act and intent. Having 
abandoned his residence at the home where he resided with 
his wife, he had a right in law to establish a domicile; and 
he established that legal residence in the county of Contra 
Costa, at the home of his brother, and he has voted at that 
place continuously from that time to this. 

This brings me to the question of his relation with Mr. 
W. S. Leake. He had known Mr. Leake from 1908. His 
father before him knew Mr. Leake. Mr. Leake had been an 
outstanding character in the life of San Francisco. He had 
been a man devoting more or less of his time to politics. He 
had been the postmaster of the city of Sacramento. He 
had been the editor of one of the leading newspapers in 
San Francisco known as the “ Call ”, now know as the “ Call- 
Bulletin.” Through visiting the Fairmont Hotel, where the 
aunt of the respondent resided, in 1918, he became per- 
sonally acquainted with Mr. Leake. From then on down 
to the time he ran for the office of superior judge of the 
State of California on the second occasion in 1926, his rela- 
tions with Mr. Leake were purely casual. In 1926 Mr. Leake 
was very helpful to him in making suggestions which aided 
him in his candidacy for that office. 

Upon his election and upon his appointment as judge of 
that court, being assigned to the office of presiding judge, 
in 6 or 7 instances, he appointed Mr. Lake receiver in 
what we term “small unlawful-detainer cases.” In those 6 
or 7 cases, either by allowances from the respondent or other 
judges, Mr. Leake received a total of not more than $1,000. 
He received an appointment as appraiser in a petty matter 
in which he received a fee of $5, and also an appointment as 
appraiser in the matter of the Brickell estate, in which he 
received a fee of $500. Down to that point these are the 
full relations between the respondent and the witness Leake, 
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After his appointment as judge of the Federal court, no 
other appointments of any kind were made to Mr. Leake by 
the respondent. His associations with him from that time 
on were merely those of friendship; and the meetings were 
only those at the Fairmont Hotel, where both lived follow- 
ing the time the judge occupied room 26. 

The circumstances surrounding the occupation of that 
room are fully disclosed by the record and contradicted by 
no one. Let me recount that situation briefly. 

In September 1929 the judge unfortunately had met the 
parting of the ways with his wife. The separation took 
place that month. The judge, with grip in hand, went to 
the Fairmont Hotel for accommodations and quarters. It is 
natural that he should haye gone to that place. His aunt, 
the sister of his mother, resided there, and had resided there 
for years. 

In the lobby he met his friend Mr. Leake. If you knew 
the situation of the Fairmont Hotel you would understand it. 
I have lived there myself. It is a family hotel. In the 
evening there is a gathering of guests in the lobby, and that 
gathering takes place every evening. The gathering is such 
that each guest has his own chair, and each guest nightly 
occupies the same. 

Mr. Manager SUMNERS. Mr. President, I do not de- 
sire to interrupt counsel, but I give notice that if this is 
going to be the line of argument we shall endeavor to some 
degree to avail ourselves of it. We say that counsel is tes- 
tifying at this time. I do not desire to object. I merely 
desire to serve notice now that we are going to avail our- 
selves of that line of argument. 

Mr. LINFORTH. May I add that what I have said is the 
record, with the exception of the statement of my own resi- 
dence there. I ask that what I have said in that respect be 
disregarded. 

Mr. Manager SUMNERS. If it will not interrupt counsel, 
I desire to make it clear that I have no objection to the 
character of argument. We simply want, when we come to 
our argument, to avail ourselves of the same privilege. 

The PRESIDING OFFICER. Counsel will confine them- 
selves to the record. 

Mr. LINFORTH. Mr. President, I apologize for my ref- 
erence to my own staying at the Fairmont Hotel and ask 
the Senators to disregard that. Whatever else I have said 
in that respect is within the record. 

When Judge Louderback separated from his wife and took 
temporary shelter in the Fairmont Hotel in September he 
met his friend Mr. Leake in the lobby. What took place is 
the most natural thing to have occurred. The judge shrank 
from newspaper publicity. He hoped the separation from 
his wife was not permanent. He did not desire newspaper 
notoriety on that subject. He appealed to his friend Mr. 
Leake to ascertain if it was possible for him to have ac- 
commodations at the hotel without registering, so that the 
papers would not know that he was separated from his 
wife and occupying a room there alone. 

Mr. Leake, who on account of the illness of his wife, had 
a room where he could rest—kindly and promptly sug- 
gested, “ You may have my room if it is agreeable to the 
management of the hotel.” Immediately the matter was 
taken up with the management of the hotel. It was agree- 
able to them. The respondent thereupon started to occupy 
the room theretofore occupied by Mr. Leake; and monthly, 
according to the testimony and the checks offered in evi- 
dence, paid every charge that was made against that room 
during his entire stay at that hotel. 

The charge contained in the indictment that the respond- 
ent and Mr. Leake entered into a conspiracy for the pur- 
pose of providing a false registration in Contra Costa 
County to the respondent, falls to the ground without an 
iota of proof in support of it. 

We are then met with the suggestion that contributions 
have been made to Mr. Leake. What is the full extent of the 
record on that subject? 

Mr. Leake, a man of advanced years, for 20 years or more 
practicing the calling of Christian Science, has been living 
at the Fairmont Hotel. According to his testimony, he 
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makes no charges. He treats in his way and to the best of 
his ability everyone, rich or poor, who may come to him. 
No fees are exacted, no charges are made, but they are at 
liberty to make contributions, if they so see fit. 

At this point I desire to apologize for being the cause of 
bringing that aged man across the continent in order to be 
a witness here. When the managers investigating this mat- 
ter were in California in September of last year, the deposi- 
tion or testimony of Mr. Leake was taken. 

It was not completed; and counsel then representing the 
respondent reserved his right to cross-examine upon the 
completion of the direct examination. The witness was 
never recalled. The direct examination was never com- 
pleted. No opportunity, therefore, was afforded the re- 
spondent to cross-examine. Not until February of this year 
were these charges made; and then, for the first time, 5 
months after the testimony of Mr. Leake had been taken, 
the charge of conspiracy with Mr. Leake was made. 

When the learned managers for the House were in the 
State of California, shortly before the hearing of these 
proceedings, in person I requested of them permission to 
take by deposition the testimony of Mr. Leake. I even went 
so far as to agree to consider the testimony he has already 
given as part of his testimony, with permission to supple- 
ment it on the matters that had not been testified to at the 
former hearing 

Mr. Manager SUMNERS. Mr. President, I should like to 
know if counsel claims that that is in the record. 

Mr. LINFORTH. It is a matter of stipulation, Mr. Presi- 
dent. 

Mr. Manager SUMNERS. Do you mean that that is in 
the record? 

Mr. LINFORTH. Well, you do not deny it; do you, gen- 
tlemen? 

Mr. Manager SUMNERS. No; but I just want to serve 
notice that we are going to make the same kind of argu- 
ment. That is all. 

The PRESIDING OFFICER. Counsel will not engage in 
controversy. Counsel will confine himself to matters in the 
record. 

Mr. LINFORTH. I shall be glad to do that, Mr. Presi- 
dent. 

Without proceeding much further, Senators, I think it is 
proper for me to say that we did not get the testimony of 
Mr. Leake when the managers were in California. There- 
fore we had a subpena served on him to appear here; and 
when the telegram came to the honorable managers—not 
to us—from the attending physician that Mr. Leake’s health 
was such that he could safely come if furnished with a 
nurse, we then, with the responsibility resting upon us of 
protecting and defending to the best of our ability the honor 
of the respondent, asked the Presiding Officer to bring him 
on here, and he came. 

What does the record show in regard to contributions 
made to him by everybody connected with this case? 

Mr. Gilbert, the receiver appointed in some matters, has 
testified that for years his wife was a patient of Mr. Leake, 
and at times he, Mr. Gilbert, was also a patient; that the 
wife of Mr. Gilbert at times made donations of $5 to Mr. 
Leake, and that on one occasion Mr. Gilbert had made a 
donation of $150 for services that Mr. Leake had rendered 
to his wife. 

What is the testimony of Mr. Hunter, the receiver ap- 
pointed in the Russell-Colvin case, who was allowed the 
largest fee in any of the matters under consideration on 
this subject? His testimony is that he never was a patient 
of Mr. Leake, and that he never at any time made any con- 
tribution to him. He further testified that when Mr. La- 
Guardia and the others were in San Francisco they not 
only examined his bank account, his bank book, his checks, 
but they even had him open his wife’s safe-deposit box, 
which they went through; and we are supposed to be living 
in the United States, in a free country! After an exhibition 
of that kind, opposing counsel this morning try to have you 
infer that Mr. Leake must have received some of the moneys 
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referred to in the account with the Fairmont Hotel, from 
Mr. Hunter! 

If there ever was a gentleman, it is the receiver, Mr. 
Hunter—efficient, competent, and courteous. 

Who next? Mr. Short and Mr. Erskine, the attorneys in 
the Russell-Colvin matter. 

Mr. Erskine says he did not even know Mr. Leake. Mr. 
Short says that through visiting his father-in-law and his 
mother-in-law, who lived at the Fairmont Hotel, he had met 
7 975 Leake, but his acquaintanceship with him was purely 
cas 

Who else? Mr. Dinkelspiel, as to whom they try to draw 
some inference or some connection between the date of his 
fees and some of the amounts credited to Mr. Leake's ac- 
count in the Fairmont Hotel records. What does Mr. Dinkel- 
spiel say? Why, he tells you, “I do not know Mr. Leake, 
and I never saw him.” And Mr. Leake, from his chair at 
the point where I am now standing, at his advanced age in 
life, prepared and ready at any time to meet his Maker, 
under oath, tells you that he did not know, and had never 
met, either one of the Dinkelspiels. 

Who else? Mr. Woodworth. He tells you that he never 
was a patient of Mr. Leake, and he never made a contribu- 
tion of a single cent to him. 

Who else? The son of the ex-Senator whom I love—my 
chum and my pal for nearly 50 years—the Honorable Samuel 
M. Shortridge. What does he say? Why, they drag from 
him the fact that his mother has been a semi-invalid for over 
25 years; that she has been suffering from a nervous break- 
down; that for more than 12 years she has been a patient 
of Mr. Leake’s. Mr. Samuel M. Shortridge, Jr., like a son I 
would be proud to have, when he had any money, in con- 
sideration for what Mr. Leake had done for his mother and 
on account of the service he had rendered her, paid to him 
in different amounts, at different times, as much as $1,000. 

I have gone through the record from beginning to end. 
I challenge the learned gentlemen representing the manag- 
ers to point to anything on that subject that I have omitted. 

The respondent never was a patient of Mr. Leake. 
Whether you agree with Christian Science or not, is not the 
question. Some of us believe it is helpful, others may not. 
Whether it is or whether it is not, is not the question before 
you, but the question is whether or not this respondent, or 
anyone connected with him has been corrupt, so far as Mr. 
Leake is concerned. 

Are you going to decide this case, are you going to bend 
the head of this respondent in shame upon speculation, upon 
suspicion, upon conjecture or surmise, or are you going to 
say, “ We are sitting here as judges, and upon our oaths we 
are going to demand the proof, and if they cannot furnish 
the proof, we are going to give him the benefit of what the 
law says he is entitled to, namely, the presumption of 
innocence.” 

What else is there, so far as Mr. Leake’s connection with 
this case is concerned? The respondent was asked and he 
stated frankly that at times he had made loans to Mr. 
Leake in small sums, the largest being $350. My reference 
is to the CONGRESSIONAL Recorp of yesterday, pages 3971- 
3973. Why should he not? Here was a friend—one who had 
been good to him, one who had given him the benefit of his 
political knowledge at the time he was a candidate for office, 
one to whom he felt he could go for advice, a friend of his 
father’s, a friend of his since 1918; when that friend was 
in distress, why should he not make him a loan of $50, or 
whatever it was? He tells you that whatever he loaned him 
in these small amounts Mr, Leake always repaid. 

You have the full picture, so far as the relations of the 
respondent with Mr. Leake are concerned, and from the 
record—not from the statements of the opposition, but from 
the record as made here—you have the full relations of every 
person interested in any receivership, either as receiver or as 
counsel, with Mr. Leake. 

You have, in addition to that, the statement of that 
venerable old man, with his hand raised to God that he 
would tell the truth, denying that he ever received a single 
cent from any one of them, and you have the testimony of 


1933 


the respondent that at no time, that at no place, that under 
no conditions, did he ever profit to the extent of a single 
cent by any transaction involved in this hearing. 

As against that, what have you? You have not the testi- 
mony of a single, solitary witness. You are told that Mr. 
Leake in 6 years, according to these reports, put in the 
Fairmont Hotel $29,000 to his credit. What of it? Figure 
it out. It is less than $500 a month, and he tells you, accord- 
ing to the testimony they took in San Francisco, that his 
donations from his practice were at least $200, and some 
months more, and he tells you here, from his chair of pain, 
that when his wife died he had no further use for his life- 
insurance policy, and that he canceled it and received there- 
from $3,900. He tells you, in addition to that, the moneys 
in that account came from that life insurance, from loans 
from his friends, from donations from his patients, and from 
sales of his books. 

You have it in mind, from the testimony which they took 
in San Francisco and which has been read here, that he 
has written books. He offered a set of those books to Mr. 
LaGuardia, who, in his way, suggested, Give them to the 
judge instead.” But you have before you the fact that he is 
an author on the subject of his practice, or his thoughts, or 
whatever you want to term it, in which he has been dealing 
for twenty-odd years. My memory may not be clear, but I 
think the record shows that those books have been trans- 
lated in various languages. He tells you here, from this 
chair, that in addition to the sources of income to which I 
have referred, he also had the income from the sale of those 
books. 

With that kind of a record, with not even as much as a 
suspicion against him, who is going to say that the re- 
spondent entered into any conspiracy with that venerable 
old man, and are you going to mark the respondent with the 
brand of shame on account of his associations or relations 
with that old gentleman? 

Something was said this morning about Mr. Leake hiring 
a detective, that that was suspicious. I have just spoken 
of suspicion. You are not going to convict respondent 
on suspicion, but you should not have the slightest sus- 
picion on the subject, if you follow the record. What is 
that record? The judge and his wife were separated, 
through unhappy differences, and the managers asked Mr. 
Leake, “ Did you not hire a detective to shadow Mrs. Louder- 
back?” That is on page 642, but I have not time to read it. 
That venerable old gentleman is not that kind of a man, 
and his answer was, “I did not.” 

“Did you not hire a detective? 

“Yes; I hired a detective.” 

“What did you hire a detective for?” 

“T had a report that someone was shadowing the judge, 
and, without his knowledge, I had a detective verify whether 
that was so, and I paid for that out of my own pocket.” 

You will find that also, Senators, at page 642. 

Family differences, the wife and husband separated, not 
knowing what the wife contemplated, not knowing what the 
wife might be doing, the good friend, hearing that the judge 
was being followed, wanted to find out whether it was so or 
not, and whether the wife was doing it. 

Is there anything to condemn him for in so doing? If 
he were your friend, under like conditions, if he did a thing 
of that sort for you without your knowledge, and at his own 
expense, would you criticize him for it? Would you im- 
peach this respondent for a thing of that kind? If you 
permit me to say it without any disrespect, I say it is sheer 
nonsense. 

I have completed everything I desire to say with reference 
to each and every matter referred to in article I of the ar- 
ticles of impeachment, and the rest of the matters I shall 
very briefly refer to, because I take it, if the first article 
of impeachment, which is the main charge, falls to the 
ground, as my associate said, of its own weight, little time 
need be spent on the rest. 

The second matter referred to in the articles of impeach- 
ment is the Lumbermen’s Reciprocal case, so called. You 
heard my opponent, Mr. Manager BROWNING, this morning 
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say something about a peculiar habit out West of three 
names on a list as possible receivers being handed Mr. 
Slavin. You heard the testimony of Mr. Reisner, who rep- 
resented the plaintiff in that case, that there never was any 
such list, that he never saw any such list, and that he never 
heard of any such list. He told you, further, that Samuel 
M. Shortridge, Jr., was appointed receiver in that case at the 
suggestion of Attorney Slavin. The judge was so careful in 
that instance that he had both attorneys put their request 
in writing for the appointment of Mr. Shortridge, and that 
request has been offered in evidence. 

Opposing counsel also said to you that the respondent, 
when he knew the claim of Helen Lay, upon which that 
action was founded, was disallowed, insisted on maintaining 
jurisdiction of that case. That statement is not correct. It 
is not in accord with the record. The record shows, not 
that the claim of Helen Lay was disallowed but that a re- 
hearing merely had been granted. In other words, that 
tribunal had not rejected the claim of Helen Lay but had 
granted a petition for the purpose of rehearing and recon- 
sideration. 

The attention of the Senate was also called to the proviso 
clause contained in the order of December 15, 1931, relat- 
ing to the surrender of the property to the State insurance 
commissioner. Senators, have in mind the testimony of 
Marshall Woodworth, to the effect that that thought orig- 
inated with him, not with the respondent, and that when 
he drew that order he thought it proper to provide for a 
bond before the receiver turned over the assets of some 
forty-odd thousand dollars; that he had taken to the State 
insurance commissioner, Mr. Woodworth further testified, 
the draft order to Mr. Guerena, the attorney for the other 
side, and submitted it to him for his approval before it 
was taken to the judge; and the only disagreement between 
the two was not over the proviso clause but over the amount 
of the bond that should be given. 

Did Marshall Woodworth tell the truth? Mr. Guerena 
was here, having been subpenaed as a witness by the other 
side, but was not called. So we have a right to assume from 
the fact that they did not call him and that he did not 
deny what Marshall Woodworth said, that the conversation 
related by Mr. Woodworth took place. When the order was 
submitted to the respondent he immediately objected to 
that clause. Such is the testimony of the respondent and 
such is the testimony of Mr. Woodworth. Nobody says 
anything to the contrary. 

When the order was presented to his respondent what 
happened? He immediately said, “I do not like that 
clause”; but Mr. Woodworth explained to him what he 
meant by it; he told him that they were negotiating on 
the amount of the bond and the order contained a clause 
that it was only until the further order of the court. Ac- 
cordingly respondent signed the order. 

Then what happened? Within a few days—not more than 
2 weeks—upon further and more mature consideration, the 
respondent became absolutely convinced that he had erred 
in including that proviso clause in the order. He is a man 
big enough to admit when he makes a mistake, and he sent 
for the counsel and said, “That order is wrong; I would 
correct it myself immediately, but they having taken an 
appeal, I doubt my power; you arrange it by stipulation and 
immediately get a stipulation setting aside that clause in 
the order.” The stipulation was obtained, and the order 
immediately modified and set aside, and this before any 
record had been prepared on appeal in that case. This is 
the end of the second article of impeachment. 

Now what is the third? The third relates to the Fageol 
case and to the appointment of Mr. Gilbert, who, they claim 
and say, was and is an incompetent man to be appointed 
receiver. 

Let us see for a minute whether or not it is proper to say 
that Mr. Gilbert was an incompetent man to be appointed 
receiver. He had been for 35 long years in one position. 
As a boy, at 16, he became an employee of the Western Union 
Telegraph Co., and he has the record of working with that 
company for 35 years. For 10 years of that time he had been 
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the night traffic manager, in charge of the entire operating 
department, with approximately 150 employees under him. 

As to what he did, as to his capacity, as to his ability, I 
am going to read you the testimony of the division super- 
intendent and traffic man of the Western Union Telegraph 
Co., who appeared here as a witness. I read from his testi- 
mony at page 666: 

Q. During the last 10 years of his service there what was his 
Official position?—A. He was night traffic manager. 

Q. And as night traffic manager, what were his hours?—A. From 
4 p.m. until midnight. 

Q. And what were his duties?—A. Well, he had charge of the 
entire operating department—general supervisor, you might say. 
He had entire charge of all of the different departments in the 
operating room. 

Q. In that capacity did he have any employees under him?—A. 
Yes, he did. 

Q. How many?—A. Approximately 150; sometimes a little less 
and sometimes more. 

What kind of man is the best fitted for a receivership? 
Is it the man who will go into a going business and say 
to those in charge, “ Tell me what your plans are and tell 
what your thoughts are and, if I approve of them, I will 
work with you”? Or, is the best kind of a receiver the 
man who turns them all out and undertakes to run the 
business without knowing a thing about it? James A. Wain- 
wright, the head of the Oakland bank, the largest creditor 
of the company, writes this kind of a letter about Mr. 
Gilbert. 

The PRESIDING OFFICER. Will counsel for the re- 
spondent permit the Chair to suggest that he has 10 minutes 
remaining? 

Mr. LINFORTH. I thank the Chair. The letter to which 
I refer is dated July 28, 1932—I am reading from page 256 
of the record: 

(U.S.S. Exhibit No. 23) 
JULY 28, 1932. 
G. H. GILBERT, ESQ. 
Fageol Motors Co., Oakland, Calif. 

Dear Sm: It is my pleasure at this time to acknowledge my ap- 
preciation for the cooperation extended me as a representative of 
this bank, in the matter of the Fageol receivership. 

You at all times were willing and did listen to and heed the 
advice and counsel of the writer and other representatives of the 
large creditors. 

I wish you success in any future und and trust that 
though your connection with the Fageol Co. is at an end, I may 
have the pleasure of wee you in the future whenever you have 
occasion to be in Oaklan 

With my kindest weil wishes, I am yours sincerely, 
Jas. A. WAINWRIGHT. 

Could anybody ask for a better recommendation of a re- 
ceiver than that of the vice president of that bank in Oak- 
land? 

The Prudential case is next. I can only briefly refer to 
it. Mr. Stephens appeared before the judge with the at- 
torney at the time the application for the receiver was made. 
He announced he was its vice president. That was the only 
information the respondent had on the subject. He be- 
lieved his statement, and, believing his statement, he made 
the order. 

The manager on the part of the House said that Judge 
St. Sure, in dismissing the matter, made the remark there 
was a bad smell about the case, but the honorable manager 
told just a half-truth. He did not refer to the letter in evi- 
dence from Judge St. Sure to the effect that when he made 
that remark he had no reference whatever to Judge Louder- 
back. 

This concern, instead of being a $2,000,000 concern, 
was a “fly-by-night”, if I may be permitted to use that 
slang expression. It had its headquarters and its offices 
in Oakland, and the only bank account it had was in the 
big little city of Reno, Nev., where it had two or three 
hundred dollars; and Mr. Hawkins, its counsel, told Mr. 
Dinkelspiel its whole assets would not amount to $250. 
That is at page 606 of the record, Senators. Mr. Hawkins 
was here and did not take the stand and did not deny 
this testimony. 

The Golden State Asparagus Co. case is next, and the 
Sonora receivership matter. It will be recalled that in the 
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Sonora receivership matter a fee of $20,000 was allowed, 
where the receiver had collected over $300,000 and where 
the parties had agreed to $17,500 as the amount to be al- 
lowed the attorneys. The court, however, allowed $20,000. 
It will be recalled that Mr. Edwards, as receiver, appointed 
through the American Can Co., testified that when the court 
gave him the name of Dinkelspiel & Dinkelspiel to act as 
attorneys, he went to his own attorneys, Chickering & 
Gregory, and asked them about those attorneys, the re- 
spondent having told him if the attorneys whose names he 
had given did not suit to come back and he would suggest 
another name. Chickering & Gregory said, “ You cannot 
get finer men in that line of business ”, and under those con- 
ditions he employed Dinkelspiel & Dinkelspiel. That will be 
found at page 670. I have not time to read it. 

A reference to the Brickell estate appraisement, and then 
Iam through. That was a trifling matter. The estate was 
appraised at over a million and odd dollars. The three ap- 
praisers were allowed $1,750. We all know—those who have 
been practicing and those who have been on the bench— 
that usually one appraiser does the work. When this mat- 
ter came before the respondent it only came before him on 
the settlement of the final account, and the trustee, the First 
Federal Trust Co., the bank which had filed the account in 
which the amounts allowed were set forth, testified that the 
account was true and correct in every respect, and having 
no other information the court settled it. 

Every receiver appointed was a decent man. Every lawyer 
appointed was a competent lawyer. Every receivership was 
ably managed and conducted. 

I close as I opened by saying it is my honest conclusion 
that the learned managers of the House have been misled 
by certain attorneys in this case. I am grateful that the 
case is rapidly reaching its close. I know it has been a try- 
ing task to you gentlemen to give the time that you have 
given to this matter with the various emergency matters 
pending before you. 

I had occasion about 5 weeks ago to visit Mount Vernon, 
and there at the tomb of the immortal Washington I saw 
the respondent, hat in hand, head bowed, lips in prayer, 
paying his tribute to that great chief, because he also was 
a soldier. From that moment, after witnessing that event, 
every ounce of vitality within me has been dedicated to the 
cause of the respondent. Are you going to return him to his 
home with a brand of disapproval upon his brow? Are you 
going to bow his head in shame simply because in the dis- 
charge of his duty he would not yield to a firm of powerful 
attorneys who wanted to control a receivership? Please tell 
me by your verdict that such a thing cannot be done. 

CALL OF THE ROLL 

The PRESIDING OFFICER. The managers on the part 
of the House may proceed with the concluding argument. 

Mr. CONNALLY. Mr. President, I suggest the absence 
of a quorum. 

The PRESIDING OFFICER. The clerk will call the roll. 

The legislative clerk called the roll, and the following 
Senators answered to their names: 


Adams Keyes Robinson, Ind. 
Ashurst Couzens ng Russell 
Bachman e La Follette Schall 
Bailey Dickinson Lewis Sheppard 
Logan Shipstead 
Barbour Long Smith 
Barkley Erickson McAdoo Steiwer 
Fletcher Stephens 
Bone Frazier McGill Thomas, Okla. 
Bratton George McKellar Thomas, Utah 
Brown Glass cNary Townsend 
Bulkley Goldsborough Metcaif 11 
Bulow Gore Neely 
Byrd Hale Norris Vandenberg 
Byrnes Nye Van Nuys 
Capper Hasti Patterson Wagner 
Caraway Hatfield Pittman Walcott 
Carey Hayden Pope Walsh 
Clark bert Wheeler 
Connally Kean Reynolds White 
Coolidge Kendrick Robinson, Ark 


The PRESIDING OFFICER. Eighty-three Senators have 
answered to their names. A quorum is present. The man- 
agers on the part of the House may proceed. 
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CONCLUDING ARGUMENT ON BEHALF OF THE HOUSE OF REPRESENTATIVES 
BY MR. MANAGER SUMNERS 


Mr. Manager SUMNERS. Gentlemen of the court, I ap- 
pear here, insofar as my own attitude in this matter is con- 
cerned, not as a prosecuting officer but as a counselor and 
an adviser of the Senate in connection with one of the high- 
est duties that the two branches of the Congress can be 
called upon to perform. It is the duty of the House in the 
first instance, as is well known, to act as an inquisitorial 
body; and, second, to appear at the bar of the Senate hav- 
ing the responsibility, insofar as that appearance is con- 
cerned with reference to the judiciary of trying to preserve 
for this country a decent judiciary. The House has per- 
formed its part of that responsibility, except the concluding 
remarks which I am about to make, and from this time on 
the responsibility shall rest with the Senate. 

I believe I may state as a matter of common knowledge 
that perhaps at no time in the country’s history has the in- 
stitution of the Federal judiciary been at a lower ebb than 
it is at this moment. At no time in the history of the Fed- 
eral judiciary has it been more essential to have on the Fed- 
eral bench men in whom the people of the country shall 
have implicit confidence. 

With regard to the kind of a proceeding this is, referring 
to the discussion of counsel for the respondent, insofar as 
I can understand the duty of the Senate as they relate 
themselves to our scheme of government, it is to protect the 
Federal judiciary and to protect the people against those 
persons connected with the judiciary whose conduct arouses 
doubt as to their honesty. It may never be held in a free 
government that persons appointed during good behavior 
may hold office over a free people until they shall be con- 
victed of a crime and brought before the Senate as a felon 
in chains. I shall never assume that responsibility before 
a decent, self-respecting Senate imposed by such a stand- 
ard. I lay down this proposition and this standard: From 
an examination of the whole history of impeachment and 
particularly as it relates itself to our system of govern- 
ment, when the facts proven with reference to a respond- 
ent are such as are reasonably calculated to arouse a sub- 
stantial doubt in the minds of the people over whom 
that respondent exercises authority, that he is not brave, 
candid, honest, and true, there is no other alternative than 
to remove such a judge from the bench, because wherever 
doubt resides confidence cannot be present. It is not in the 
nature of free government that the people must submit to 
the government of a man as to whom they have substan- 
tial doubt. 

We do not accept that as the minimum of responsibility 
in this case, however. I hope in the time I have to discuss 
the facts in the case, only 50 minutes, that I may be excused 
for not following the details of the record. 

My distinguished friend, attorney for the respondent, 
trained as is evidenced by his presentation to the Senate 
in the defense, in his closing remarks, notwithstanding ob- 
jections quite frequently made to his testifying, tells the 
Senate that the respondent went down to Mount Vernon, and 
this astute counsel stood off to one side and watched the 
respondent shed tears and make a prayer at the shrine of 
George Washington. That is his closing statement. He is 
trying this case, though, before a jury of another type, 
trying this case before a jury of Senators who soon will sit 
in the final determination of this issue, and who will sit 
as strong men conscious of a great responsibility. 

Of course, we do not want the respondent ousted if 
the facts do not justify the ouster; neither do we want a 
constituency of free men, who have resorted here to the 
only tribunal we have in this country for their relief, the 
Senate of the United States, to be unjustly dealt with; we 
do not want the Senate of the United States to force an 
officer upon an unwilling free people through the remainder 
of his life, a judge against whom such charges as haye been 
brought as are embodied in the articles of impeachment, 
and which we have proven. 

I grant that it is the first responsibility to protect the 
judge—to protect the judge against powerful influences. 
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My distinguished friend for the respondent mitigates as far 
as he can the situation of the managers by saying that we 
have been imposed upon. I tell you we have not been im- 
posed upon. We went into the community where free men 
live in San Francisco and from their lips heard the tales of 
an imposition unreasonable and intolerable among a free 
people. If I may say so without boasting, I do not believe 
there ever walked the face of the earth a group of lawyers 
who could carry out a design to impose upon me and my 
associates to a successful conclusion. It did not happen. 

This record discloses that a man holds office in a com- 
munity, a man of whom the people are ashamed and whose 
authority they resent. Why do they resent it? Look at 
this case from the standpoint of decent, self-respecting 
people, proud sons of pioneers, living out there in the West. 
You come into town and you say, “ Where does your Fed- 
eral judge live?” Now, just follow me a little bit. These 
are things that affect the whole situation. Where does 
your Federal judge live?” Well, we find somebody who 
says, We don’t know; we don’t know.” If I wanted to talk 
outside of the record I could tell you some things about how 
difficult it was to find where this judge lived; and when we 
finally found where he lived, he was living under the cover 
of Sam Leake! 

Think of a proud people thus situated! Think of any 
decent, self-respecting man living for 3 years in an Ameri- 
can hotel registered under the name of another man! 

That was not all. When he went on the stand, he swore 
that he lived at a place for those 3 years and had not slept 
in the room of his residence more than 3 or 4 times, once a 
year. I am talking about the respect of the people for 
the man who holds office among them. What would you 
think about a Federal judge of yours slipping in and slipping 
out of a hotel, and claiming that he was living at a place 
where he had not slept more than 3 or 4 times in as many 
years? 

He claims there were some flowers there; but the main 
thing seems to be that they had a cat in his brother’s home 
and he and the cat could not live at the same place, so eyi- 
dently it was decided that the cat should stay and the 
judge should go. [Laughter.] That is the God Almighty’s 
truth. That is the sworn testimony in this case. Do you not 
understand and can you not understand why the blood of 
a self-respecting people boiled when they have to face a 
situation like that? 

Do brave, courageous, open and aboveboard men live that 
way? I ask each Senator here did you ever know, since 
the day of your birth, a brave, courageous, self-respecting 
man to live in that way? Did you ever know any man to 
live that way who was not slick, slipping in, sliding about? 

Then, you can begin to see this case over in San Francisco; 
and when he goes on the stand he swears that he lives in 
Contra Costa County—a judge of the Federal court holding 
up his hand to God Almighty and swearing upon his oath 
that he is living at a place where he has not slept more than 
once a year, and the only other supporting evidence is that 
he has a trunk over there, maybe, and mainly that he has 
a Tuxedo coat. I am talking about the sworn testimony in 
this case. 

Who is this man Sam Leake? Do you know this Sam 
Leake? I do not say he was faking; but I do say that it is 
possible that Sam Leake, appearing here on a cot in that 
condition, was somewhat like the judge praying down at 
Mount Vernon so that his lawyer could come here and stand 
on the floor of the Senate and try to wring the tears of 
sympathy from mature Senators. It is the same class of 
stuff. I do not know whether it just happened accidentally 
or not. 

I formed some opinion of the opinion out in that country, 
some opinion of the bar. You can hardly get a lawyer—I 
say this as a matter of common knowledge—who will raise 
his voice against a Federal judge. I make that statement 
after 20 years of observation and contact with people. You 
can hardly get them to do it, and you know it. Every 
mother’s son of you knows it. If you see a bar association 
demanding an investigation of a Federal judge, there may 
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be some among them who want a controlled judge; but you 
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commissioned Leake to go over and engage Hunter if he 


never in your life saw the bar of a great city standing behind | would take it—if he would take it—if he would take it! 


a crooked judge or a controllable judge, and you never in all 
the days of your life saw that bar demand the expulsion of 
a brave, courageous man, fit to sit on a Federal bench. It 
just does not happen. 

It is true that one of the members of the firm complained 
about was at that time the vice president of the bar asso- 
ciation, the vice president of a great bar. Is that to his 
discredit? Just think a little bit. Is that to his discredit? 
Is it not to the credit of this man McAuliffe—whom the re- 
spondent would not trust to try to hold down the expense of 
this administration, the man at whom counsel for the re- 
spondent points the finger of criticism, one of the four mem- 
bers of the firm of Heller, Ehrmann, White & McAuliffe— 
that he is now selected as the president of the great Bar 
Association of San Francisco? 

Just think about that a minute. If the people of that 
country believed that this judge stood foursquare against 
powerful influences to protect the interests that he ought to 
have protected, they would have acclaimed him as a great 
man in that community; but he does not picture himself 
in that way. 

Where do you see him next? You see him up there in the 
hotel, and with whom is he conferring? He is conferring 
with Sam Leake. 

By the way, Sam Leake does not claim to be a Christian 
Science practitioner. Counsel have made that statement 
two or three times in this record. Mr. Leake does not claim 
to be a Christian Science practitioner. He does not claim 
to be connected with Christian Science. He just has an 
office down there. The boys just seem to happen to drift 
around to talk to him about receiverships and one thing and 
another. They just happen to drift around. He is pretty 
handy about advising the judge, and in the biggest case in 
the respondent’s court, Leake named the receiver and the 
attorney, in effect. I say that is a fair deduction from the 
facts in this case. 

By the way, is it not rather funny, right at a time when 
the judge was in a quandary as to what he was going to do 
in the Russell-Colvin case, that this man Hunter, afterward 
appointed at Leake’s suggestion, just happened to come by? 
You may think this fellow Strong is a fool, but he has back- 
bone. Strong was the first man named, and the judge 
wanted to load on to him John Douglas Short, a $200-a- 
month man. Strong said, in substance, This is a big job 
and I want an expert to help me do it. I want this firm 
that are attorneys for the stock exchange, or I want an- 
other man ”, whom he named, and he would not take Short. 

I know there is a conflict of testimony as to who said 
what, and when; but there is no conflict that Strong would 
not take Short. That is in the case, and the judge fired 
him out. Then, in a quandary, the judge drifted up to the 
hotel and just happened to find Sam Leake sitting there; 
and just as they were discussing who would be a good man, 
and the judge did not know, this man Hunter walked 
through the hall. Detective-story stuff! It could happen; 
but it is an odd coincidence. He just happened to walk 
through the hall; and Hunter knew about this when they 
were considering this matter there before the judge, because 
Hunter went around to Strong and said., What are you 
doing here?” Strong said, “I am trying to get a job as 
receiver. I am being appointed receiver”; and this man 
Hunter, who was afterward appointed, said, “You don’t 
need a good man, do you?” When questioned he resorted 
to the old resort which men resort to when they want to get 
out of the responsibility fastened upon them by proven 
testimony, and he said, “ I was just talking facetiously—just 
sort of shooting my head off, just talking, making conversa- 
tion.” He was just walking through that hotel the next 
evening, he was just taking his afternoon exercise, and 
happened to be exercising right square in front of the judge 
and Leake when the judge was asking Leake, “ Who is a 
good man?” Leake says he never had thought about Hunter; 
but just seeing him there on the spot made him think about 
Hunter, and he said, “ There is your man”; and the judge 


Then another funny thing happened. Mr. Hunter just 
happened—that is the effect of the testimony—to drop into 
Mr. Leake’s room, the first time he had ever been there, 
though they had each lived there for years, and got hold 
of Mr. Leake’s telephone, and telephoned to this same John 
Douglas Short, offering the attorneyship for the receiver, but 
he, Hunter, would not agree to hire him to take the job until 
he talked to his own employer. 

I say if the picture by the respondent’s conduct to the 
people of San Francisco was that of a strong, courageous 
judge, who would not permit himself to be dictated to by 
this big bunch of lawyers, that would be fine. San Fran- 
cisco would acclaim him. But when he turns away from the 
possibility of hiring perhaps the greatest experts on the 
coast to wind up a matter like this of the Russell-Colvin 
Co. both lawyer and receiver, the highest, best-equipped 
experts, against whom not one word of suspicion has been 
uttered in this Chamber, and I dare say not one word could 
be uttered. Assuming that they are honest men—and there 
is nothing to indicate the contrary—the horse sense of the 
thing to do would have been to hire these men, Hunter and 
McAuliffe, who had been auditors for the stock exchange 
and this firm of lawyers, with the exchange for 30 years, 
and who testified through their chief member that in his 
judgment the total expense would not have gone be- 
yond $20,000 for the lawyers and $15,000 for the receiver. 
Instead of taking them they took Hunter and this $200-per- 
month law clerk, and who in the first instance wanted to 
take, as I remember it, $75,000 as his fee away from the 
people who were the creditors of that concern and stick it in 
his pocket. 

I want to know which is the best man, and which shows 
the greatest character, the man who indicated that $20,000 
was enough and let the poor devils who were caught in this 
crash have the rest, or the man insisted on by the judge 
who wanted to take $75,000 out of the pockets of the widows 
and the orphans and the impoverished people and put it in 
his own pocket? 

Ah, yes, in spite of these great pretensions, these high 
claims of honorable motives, this respondent has undertaken 
with no avail to hide the true man that is behind them. 
That is what is the matter with the situation in California. 

Mr. President, I will not have time to discuss all these 
cases. I should have liked to discuss the Sempel-Cooley 
case, but the Sonora Phonograph case is the next one I want 
to touch on. 

This respondent, in undertaking to explain some of his 
conduct, cites rule 53 and Judge St. Sure’s interpretation of 
the rule. Listen to this a moment, gentlemen. Judge St. 
Sure’s testimony with regard to rule 53 is that it is a rule 
to prevent the employment, as attorneys for receivers, of 
those persons who represented claimants. In other words, 
if somebody came in with a lot of claims, rule 53 protected 
against his employment, prevents his employment. 

In the Sonora Phonograph Co. case we see Dinkelspiel & 
Dinkelspiel “ dinkelspieling ” into the case, coming into the 
respondent’s good graces. How did they get in? They got 
in there, bringing in their hands claims of three people 
against that estate. There is rule 53, there is the interpre- 
tation of Judge St. Sure, and here is this judge, hiding 
behind this great claim of virtue, employing Dinkelspiel & 
Dinkelspiel, who bring three claims there, and, representing 
those three claims, prosecuting against this motor company. 
What are they going to say to that? What is the respondent 
going to do about it? What is anybody going to say among 
you when you meet in solemn counsel to determine your 
duty in this case? Where is rule 53 when Dinkelspiel & 


Dinkelspiel appear at his chamber prosecuting claims against 
the Sonora Phonograph Co.? Rule 53 says they may not 
serve the receiver, but the respondent overrules rule 53 and 
appoints them attorneys for the receiver. 
knows. ; 

This judge claims that he is fctuated by the motive of 
appointing competent people, people in whom he can put 


Why, nobody 
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trust. If this judge acted, in appointing referees and trus- 
tees and attorneys, under the motive of appointing those 
in whom he has confidence, those whom he could trust, the 
people of San Francisco would acclaim him; but they know 
there are two things necessary to enable one person to trust 
another. You have to know of his ability to do the job, 
first, have you not? Now, just man to. man, is there a man 
who sits before me today who ever trusted anybody to do a 
job whom he knew did not have the ability to do it? Aman 


must have two things in order to inspire trust, namely, abil- | 


ity and integrity. 

I have not a thing to say against Mr. Gilbert as a man of 
his trade. I presume he is a good telegraph operator. He 
testified he had never had any business experience except 
in connection with sending messages and supervising other 
people whose business was sending messages. I do not doubt 
he has that ability. But in the Sonora Phonograph Co. 
case, this company was engaged extensively in assembling 
and distributing phonographs and radios. They had a busi- 
ness all up and down that country—a mercantile business. 

Did he pick a phonograph man? Did he pick anybody 
who was accustomed to buying or selling anything? Let us 
just use horse sense about this. Assuming the judge has 
horse sense, did he pick any merchant, did he pick anybody 
who had any training, or who could give him the slightest 
suspicion that he had the ability to do the job? No; he 
picked a telegraph operator. I have nothing to say about 
telegraph operators operating telegraph instruments, but it 
seems to me—and I say it with as much respect as I can 
have—that nobody with any sense would pick a telegraph 
operator to wind up a great mercantile business. This man 
Gilbert was one of Sam Leake’s patients. Sam Leake may 
be the best man on earth, but we run into him every time 
we turn around with regard to these cases. But I must rush 
along. 

With regard to the appointment of Dinkelspiel & Dinkel- 
spiel, who showed up there with these three claims and were 
barred out under the rules of the court, this judge had to 
break down the rule of his own court to appoint them, and 
he knows it, and his counsel know it. He broke it down 
for somebody he says he never saw or heard of. And they 
got $20,000 for 9 days’ and 2 hours’ work, according to their 
detailed statement, 9 days of 7 hours each. 

You remember there was some testimony here under which 
they undertook to show that they were appointed attorneys 
by the consent of the Irving Trust Co. This fee of $20,000 
was opposed by the Irving Trust Co. and by everybody else 
in the case. There is that picture. They never represented 
the Irving Trust Co. 

Can you not begin to understand how it can be that a 
brave people in San Francisco, and in that section of the 
country, cannot want this judge? Honor is not something 
you put on and take off like a coat. Honor is a thing which 
emanates involuntarily toward the object fit to be honored. 
If you are going to make the courts of the United States 
honored, you have to have them fit to be honored, and you 
cannot make them fit to be honored by having judges slip- 
ping in the back door, sleeping for 2 or 3 years in a room 
registered in the name of somebody else. Brave, coura- 
geous men do not work that way. Nobody can hold the 
respect of an American constituency who is not a brave, 
open and aboveboard, courageous man. It is this thing 
that strikes at the heart, it is the things proven with regard 
to this judge that turn wrongside out and let you see the 
soul of the man. It is this view that determines his standing 
with a grave, courageous constituency. 

For the moment Iam going to skip the Prudential Holding 
Co. case and come to as remarkable an action as has been 
taken in the judicial history of the United States. I make 
that statement without fear of any contradiction. This case 
shows up this judge as absolutely unfit to hold the office 
he has, if there were not another case in the record. 

The Lumbermen's Reciprocal case was a case, insofar as 
this controversy is concerned, where the insurance commis- 
sioner of the great, sovereign State of California, was seek- 
ing to get possession of some eighty-odd thousand dollars 
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and to hold it for the beneficiaries in California. There 
came immediately an uncompromising struggle, a fight to 
the death, between this judge, seeking to hold this case 
under the administration of Samuel Shortridge and his at- 
torney, and this insurance commissioner of the State of 
California, seeking to get hold of those funds and administer 
them without a dollar of expense, to save every dollar of it 
for the poor people, maimed and halting, who had a right 
to draw on these funds for physical compensation. 

Just get that picture, and you can begin to understand 
why these California people feel as they do. Just look at 
it. Here they are, these men who have been working in 
industry, injured this way, that way, the other way; a 
vigilant, honest official of the State of California, its insur- 
ance commissioner, moving as rapidly as he could to get hold 
of those funds and to hold them for California people; and 
this judge, fighting every inch of the ground to hold those 
funds, to be spent, as far as he could accomplish it, with 
Samuel Shortridge and Samuel Shortridge’s attorney. That 
was the issue. There is no human being who can read that 
record and not conclude that that was the issue, whether 
this insurance commissioner should hold the funds and dis- 
tribute them under his general powers, or whether the funds 
should be under the control of Samuel Shortridge, who 
charged $11 a day for his food, and undertook to deduct it 
from money that belonged by right, as the courts later 
decided, to the man with one arm off, or the man crippled 
for life, or whatever it was. Iam telling you God Almighty’s 
truth, as your record will disclose. 

This commissioner in California had good stuff in him. 
He did not bend his knee to a great Federal judge. He took 
the case to the court of appeals. The case came back with 
a mandate, a solemn mandate, from the appellate court to 
the respondent here to turn over these funds to the insur- 
ance commissioner of California. 

Now, listen to this. This judge put a condition on the 
mandate of the appellate court that that mandate should 
not go into effect if those representing the commissioner 
dared to appeal to the appellate court, dared to question 
the fees he had allowed to his favorite out of the funds over 
which he had no jurisdiction. Just let that soak in a min- 
ute. I would put him off the bench if he had not done 
another thing than that. Yes; he struck that condition 
out afterward when he saw this case going to the court of 
appeals, and he did not want to get the “hiding” that he 
knew the court would give him, and it would have been 
something worth reading if it had ever gone up to the court 
of appeals and had come out with that sort of a cracker 
tied on to its mandate. 

I understand I have but 5 minutes’ time remaining, and 
I am merely going to touch on two other cases. I will refer 
first to the Fageol Motors Co. case. In that case the repre- 
sentatives of all the parties-in-interest assembled. They 
picked as good an automobile man as that section of the 
country afforded from what we can find out about it. They 
wanted, being a going concern, to save their business. The 
respondent refused the man they wanted. Whom did the 
respondent select as receiver? He chose then some tele- 
graph operator to run a great automobile business. There 
are some things that common sense will not tolerate us to 
conclude, and common sense will not tolerate us to con- 
clude that he did not have any more sense than to do that. 

I say that with just as much respect as I can have under 
the circumstances, and yet the Senate is asked to put back 
on the bench in perpetuity over a free people that kind of a 
man. I tell the Senate if they do it, the days of the existence 
of the Federal courts in America are numbered. This 
people—this free people—will not stand to have no control 
over their Federal judges unless the Senate will protect them. 
The bar association has taken the chances of incurring the 
displeasure of this judge; the witnesses have taken the 
chances. They come first to the other House, and have come 
now to the Senate as the last resort. If this body will not 
make it possible for the people to be safeguarded; if they 
will not protect the people; if, instead of looking at the situ- 
ation of a sovereign people, they look at the spectacle of a 
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man weeping at the grave of Washington, where may the 
people find protection? I would weep, too, anywhere if my 
lawyer needed to retail my tears. If I thought it would 
enable me to retain my job, I would have my lawyer sitting 
around behind a convenient bush where he could see and 
tell you about it, as though you were “ two-by-four jurors 
sitting in a justice’s court. 

I am not going into details—for I find my time is about 
up—with regard to the fees in the bankruptcy cases. I will 
call attention, however, to two very significant transactions. 
One is a case where the referee allowed a fee of $500. Those 
to whom the fee was allowed appealed to the respondent, and 
he allowed them a fee of $2,000. There is a very interesting 
thing, too, about the fees of Dinkelspiel & Dinkelspiel. They 
have the right name. In the Fageol Motors case, as to which 
they testified they did as much work as they did in the case 
where they got $20,000 by action of the respondent, they 
were allowed $6,000 by another man who passed on the value 
of their services. And in this case with regard to Short, we 
find him drawing in 1 year more than he would make in 13 
years in his ordinary employment. I know there are some 
lawyers who like to have big fees; some of them may be in 
the Senate; I do not know; but I say that when a judge 
comes to act in a case involving the interests of widows and 
orphans, people who are not getting a hundred cents on the 
dollar, who are not, in fact, getting 25 cents on the dollar, 
he has no right under his oath to give a man employed as 
receiver a thousand percent above that which he receives for 
his usual employment. When a judge does that he is taking 
money that belongs to unfortunate people and handing it to 
somebody who is getting more than he ever got before in his 
life. 

Mr. President and gentlemen of the Senate, my time has 
ended. I thank you for your close attention. I do not be- 
lieve I will tell about anybody crying or praying. I will just 
go off and do the best I can and pray that you will do what 
is right, and I know that you are going to do it. 

The PRESIDING OFFICER. The time of the manager 
has expired. 

DELIBERATION WITH CLOSED DOORS 

Mr. ASHURST. I move that the doors of the Senate be 
closed for deliberation. 

The PRESIDING OFFICER. The question is on the mo- 
tion of the Senator from Arizona. 

The motion was agreed to. 

The managers on the part of the House and the re- 
spondent and his counsel withdrew from the Chamber. 

The galleries having been cleared, the Senate (at 3 o’clock 
and 5 minutes p.m.) proceeded to deliberate with closed 
doors. 

At 4 o'clock and 45 minutes p.m. the doors were reopened. 

The respondent, Harold Louderback, with his counsel, 
Walter H. Linforth, Esq., and James M. Hanley, Esq., ap- 
peared in the seats provided for them. 

The managers on the part of the House appeared in the 
seats provided for them. 

Mr. GLASS. Mr. President, on the advice of the dis- 
tinguished chairman of the Judiciary Committee, the Sena- 
tor from Arizona [Mr. AsHurst], I am taking the first and 
last opportunity to say that I shall ask the Senate to excuse 
me from voting on these various articles of impeachment, 
for the reason that other public duties have made it im- 
possible for me to be present and hear more than frag- 
ments of the testimony adduced in this proceeding, and 
none of the arguments presented. Therefore I feel that 
under my oath I am not so advised as to be able to render 
a verdict as a juror, and I shall ask the Senate to excuse 
me from voting. 

The VICE PRESIDENT. Without objection, the Senator 
from Virginia will be excused. 

Mr. ROBINSON of Arkansas. Mr. President, the senior 
Senator from Illinois [Mr. Lewis] is absent on account of 
illness. He requested me to ask the court to excuse him 
from attendance and from voting on the various articles. 

The VICE PRESIDENT. Without objection, the Senator 
from Illinois will be excused. 
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Mr. ROBINSON of Arkansas. The Senator from South 
Carolina [Mr. Byrnes] is unavoidably absent and asks to 
be excused. He is detained on public business. 

The VICE PRESIDENT. Is there objection to the re- 
quest of the Senator from South Carolina? The Chair 
hears none. 

Mr. ROBINSON of Arkansas. I have been requested to 
state that on these votes pairs will not be arranged or 


recognized. 

Mr. LA FOLLETTE. Mr. President, on behalf of the 
Senator from New Mexico [Mr. Courtine], I desire to an- 
nounce that he is detained from the Senate because of a 
slight indisposition. He asks to be excused on that ground. 

The VICE PRESIDENT. Is there objection? The Chair 
hears none, and the Senator from New Mexico is excused. 

Mr. HEBERT. Mr. President, I am asked to announce 
that the Senator from Ohio [Mr, Fess] has been called 
from the city, and I am requested to say that, if present, he 
would vote “ not guilty.” 

I am also requested to announce that the Senator from 
Vermont (Mr. Austin] has also been called from the city 
on important business, and I am directed to say that, if 
present, he would vote “not guilty.” 

I am also asked to announce that the Senator from South 
Dakota [Mr. Norsecx] is absent on account of illness, and 
that the Senator from Pennsylvania [Mr. Davis] is also 
absent on account of illness. I am not advised how the 
latter Senators would vote if present. 

Mr. ROBINSON of Arkansas. Mr. President, I am also 
requested to announce that the Senator from Oklahoma 
[Mr. Gore] is unavoidably absent and asks to be excused 
from attendance and voting. 

The VICE PRESIDENT. Without objection, it is so 
ordered. 

Mr. COPELAND. Mr. President, I desire to have the rec- 
ord of the court show that yesterday I received unanimous 
consent to be excused from voting. I explained that, on 
account of illness, I had been away from the Senate, and had 
heard none of the testimony, and because of that the Senate 
excused me, but I desired to have the court record note of 
the fact. 

The VICE PRESIDENT. Without objection, it is so 
ordered. 

Mr. SHIPSTEAD. Mr. President, I will now renew my 
request to be excused from voting on the first four articles 
of impeachment, all the articles except article 5. 

The VICE PRESIDENT. Without objection, it is so 
ordered. 

Mr. COSTIGAN. Mr. President, without any disposition 
to shirk any proper public responsibility, I desire to ask the 
Senate to release me from voting on any article except ar- 
ticle 5. There have been various unavoidable interruptions, 
due to public business, which have prevented as close atten- 
tion to some of the testimony as I deem necessary. Article 
5 is the one article on which, on consideration, I now feel 
justified in voting. 

The VICE PRESIDENT. Is there objection to the request 
of the Senator? The Chair hears none, and it is so ordered. 

Mr. ASHURST. Mr. President, I send the following or- 
der to the desk, ask that it be read, and request immediate 
consideration. 

The VICE PRESIDENT. The clerk will read the proposed 
order. 

The Chief Clerk read as follows: 

Ordered, That upon the final vote in the pending impeachment 
of Harold Louderback, the Secre shall read the articles of 
impeachment separately and successively, ea 2 when the reading 
of each article shall have been concluded the Presiding Officer shall 
state the question thereon as follows: 

“Senators, how say you? Is the respondent, Harold Louder- 
back, guilty or not guilty as charged in this article?” 

Thereupon the roll of the Senate shall be called, and each Sen- 
ator, as his name is called, unless excused, shall arise in his place 
and answer “ Guilty” or “ Not guilty.” 

Mr. BARKLEY. A parliamentary inquiry. 

The VICE PRESIDENT. The Senator will state it. 

Mr. BARKLEY. Does any Senator have the right to ask 
to be excused from voting on the roll call on any article, or 
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must he make the request in advance of the reading of the 
first article? 

The VICE PRESIDENT. The Chair is of opinion that a 
Senator can ask to be excused from voting on any article at 
any time. 

Is there objection to entering the order just submitted by 
the Senator from Arizona? The Chair hears none, and the 
order will be entered. 

Mr. ASHURST. Mr. President, I send another order to the 
desk and ask for its consideration. 

The VICE PRESIDENT. The clerk will read the order. 

The Chief Clerk read as follows: 


Ordered, That upon the final vote in the pending im ent 
of Harold Louderback, each Senator may, within 2 days after the 
final vote, file his opinion in writing to be published in the 
printed proceedings in the case. 


The VICE PRESIDENT. Is there objection to entering 
the order? The Chair hears none, and the order will be 
entered. 

Mr. ASHURST. Mr. President, I ask that the clerk, in 
accordance with the order heretofore entered, read the first 
article of impeachment. 

The VICE PRESIDENT. The clerk will read the first 
article of impeachment. 

The Chief Clerk read as follows: 


ARTICLE I 


That the said Harold Louderback, having been nominated by the 
President of the United States, confirmed by the Senate of the 
United States, duly qualified and commissioned and while acting 
as a district Judge for the northern district of California did on 
divers and various occasions so abuse the power of his high office 
that he is hereby charged with tyranny and oppression, favoritism 
and conspiracy, whereby he has brought the administration of 
Justice in said district in the court of which he is a judge into 
disrepute, and by his conduct is guilty of misbehavior falling 
under the constitutional provision as ground for impeachment and 
removal from office. 

In that the said Harold Louderback on or about the 18th day of 
March 1930, at his chambers and in his capacity as judge aforesaid, 
did willfully, tyrannically, and oppressively discharge one Addison 
G. Strong, whom he had on the 1ith day of March 1930 appointed 
as equity receiver in the matter of Olmsted against Russell-Colvin 
Co., after having attempted to force and coerce the said Strong 
to appoint one Douglas Short as attorney for the receiver in said 
case 


In that the said Harold Louderback improperly did attempt to 
cause the said Addison G. Strong to appoint the said Douglas 
Short as attorney for the receiver by promises of allowance of large 
fees and by threats of reduced fees did he refuse to appoint said 
Douglas Short. 

In that the said Harold Louderback improperly did use his office 
and power of district Judge in his own personal interest by causing 
the appointment of the said Douglas Short as attorney for the 
receiver, at the instance, suggestion, or demand of one Sam Leake, 
to whom the said Harold Louderback was under personal obliga- 
tion, the said Sam Leake having entered into a certain arrangement 
and conspiracy with the said Harold Louderback to provide him, 
the said Harold Louderback, with a room at the Fairmont Hotel in 
the city of San Francisco, Calif., and made arrangements for 
registering said room in his, Sam Leake’s, name and paying all bills 
therefor in cash under an arrangement with the said Harold 
Louderback to be reimbursed in full or in part in order that the 
said Harold Louderback might continue to actually reside in the 
city and county of San Francisco after having improperly and 
unlawfully established a fictitious residence in Contra Costa 
County for the sole purpose of improperly removing for trial to 
said Contra Costa County a cause of action which the said Harold 
Louderback expected to be filed against him; and that the said 
Douglas Short did receive large and exorbitant fees for his services 
as attorney for the receiver in said action, and the said Sam Leake 
did receive certain fees, gratuities, and loans directly or indirectly 
from the said Douglas Short amounting approximately to $1,200. 

In that the said Harold Louderback entered into a conspiracy 
with the said Sam Leake to violate the provisions of the Cali- 
fornia Political Code in establishing a residence in the county of 
Contra Costa when the said Harold Louderback in fact did not 
reside in said county and could not have established a residence 
without the concealment of his actual residence in the county 
of San Francisco, covered and concealed by means of the said 
conspiracy with the said Sam Leake, all in violation of the law of 
the State of California. 


In that the said Harold Louderback, in order to give color to 
his fictitious residence in the county of Contra Costa, all for the 
purpose of preparing and falsely creating proof necessary to estab- 
lish himself as a resident of Contra Costa County in anticipation 
of an action he expected to be brought against him, for the sole 
purpose of meeting the requirements of the Code of Civil Pro- 
cedure of the State of California providing that all causes of 
action must be tried in the county in which the defendant resides 
at the commencement of the action, did in accordance with the 
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conspiracy entered into with the said Sam Leake unlawfully reg- 
ister as a yoter in said Contra Costa County, when in law and in 
fact he did not reside in said county and could not so register, 
and that the said acts of Harold Louderback constitute a felony 
defined by section 42 of the Penal Code of California. 

Wherefore the said Harold Louderback was and is guilty of a 
course of conduct improper, oppressive, and unlawful and is guilty 
of misbehavior in office as such judge and was and is guilty of a 
misdemeanor in ofice. 


The VICE PRESIDENT. Senators, how say you? Is the 
respondent, Harold Louderback, guilty or not guilty as 
charged in this article? The secretary will proceed to call 
the roll, and as the name of each Senator is called, he will 
rise in his place and deliver his vote. 

The legislative clerk proceeded to call the roll. 

Mr. ROBINSON of Arkansas (when Mr. Prrrman’s name 
was called). The Senator from Nevada [Mr. Prrrman] has 
been engaged in the performance of other duties and has 
been unable to attend during the taking of testimony, and 
asks the Senate to excuse him from voting. 

The VICE PRESIDENT. Without objection, it is so 
ordered. 

Mr. ROBINSON of Arkansas. I ask that the message of 
the Senator from Nevada relating to the subject be incor- 
porated in the RECORD. 

The VICE PRESIDENT. Without objection, it is so 
ordered. 

The message is as follows: 

UNITED STATES SENATE, 
COMMITTEE ON FOREIGN RELATIONS, 
Washington, D.C., May 24, 1933. 
Hon. JOSEPH T. ROBINSON, 


United States Senate. 

My, Dear SENATOR: For the past 6 weeks, by direction of the 
President, I have been engaged in the informal conferences held 
by our Government and representatives of various other govern- 
ments in preparation for the London conference. These duties 
have occupied my entire time and made it impossible for me to 
attend the sessions of the Senate during that period and to listen 
to the evidence in the impeachment proceedings. 

I therefore respectfully request you, on my behalf, to ask the 
Senate to excuse me from casting my vote in such impeachment 
proceedings. 

The President having appointed me one of the delegates of 
our Government to the London conference, it will be necessary 
for me to be absent from the Senate during the remainder of the 
session. I therefore request, also, that you ask the Senate to 
excuse me from further attendance at the Senate during the re- 
mainder of the session. 

With regards, I am, very respectfully, 
Key PITTMAN. 


Mrs. CARAWAY (when her name was called). Mr. 
5 I should like to be excused from voting on this 
article. 

The VICE PRESIDENT. Is there objection? The Chair 
ee and the Senator from Arkansas is excused from 
voting. 

The roll call was concluded. 

The VICE PRESIDENT. The clerk will recapitulate the 
responses of Senators, 


The legislative clerk recapitulated the vote, which was as 
follows: 


GUILTY—34 
Bachman Capper Kendrick Sheppard 
Bankhead Clark La Follette Stephens 
Barkley Connally McAdoo Thomas, Okla. 
Black Couzens McGill Thomas, Utah 
Bone Dill McKellar Van Nuys 
Brown Duffy Neely Walsh 
Bulkley Erickson Norris Wheeler 
Bulow Frazier Nye 
Byrd Hayden Pope 
NOT GUILTY—42 

Adams Goldsborough McCarran Smith 
Ashurst Hale McNary Steiwer 
Bailey Harrison Metcalf Townsend 
Barbour Hastings Murphy 
Bratton Hatfield Patterson Tydings 
Carey Hebert Reed Vandenberg 
Coolidge Kean Reynolds Wagner 
Dale Keyes Robinson, Ark. Walcott 
Dickinson King Robinson, Ind. White 
Fletcher Logan Russell 
George Long Schall 

ABSENT, NOT VOTING, OR EXCUSED—i1 
Austin Cutting Glass Pittman 
Byrnes Davis Gore Shipstead 
Costigan Fess Norbeck 
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The VICE PRESIDENT. On the first article of impeach- 


ment 34 Senators have voted “guilty” and 42 Senators 
have voted “ not guilty.” Less than two thirds having voted 
in favor of his guilt, the Senate adjudges that the respond- 
ent, Harold Louderback, is not guilty as charged in the 
article. 

The clerk will read the next article. 

The legislative clerk read as follows: 


ARTICLE It 

That Harold Louderback, judge as aforesaid, was guilty of a 
course of improper and unlawful conduct as a judge, filled with 

ty and favoritism in improperly granting excessive, exor- 
bitant, and unreasonable allowances as disbursements to one 
Marshall Woodward and to one Samuel Shortridge, Jr., as receiver 
and attorney, respectively, in the matter of the Lumbermen's 
Association. 

And in that the said Harold Louderback, judge as aforesaid, 
haying improperly acquired jurisdiction of the case of the 
Lumbermen’s Reciprocal Association contrary to the law of the 
United States and the rules of the court did, on or about the 29th 
day of July, 1930, appoint one Marshall Woodward and one 
uel Shortridge, Jr., receiver and attorney, respectively, in said case 
and after an appeal was taken from the order and other acts of 
the judge in said case to the United States Circuit Court Ap- 
peals for the Ninth Circuit and the said order and acts the 
said Harold Louderback having been reversed by said United 
States Circuit Court of Appeals and the mandate of said circuit 
court of appeals directed the court to cause the said receiver to 
turn over all of the assets of said association in his possession as 
receiver to the commissioner of insurance of the State of Cali- 
fornia, the said Harold Louderback unlawfully, improperly, and 


in interest would not take an appeal from the allowance of fees 
and disbursements granted by the said Harold Louderback to the 
said Marshall Woodward and Samuel Shortridge, Jr., receivér and 
attorney, respectively, thereby improperly using his said office as 
a district judge to favor and enrich his personal and political 
friends and associates to the detriment and loss of litigants in 
his, said judge’s court, and forcing said State commissioner of 
insurance and parties in interest in said action unnecessary delay, 
labor, and expense in protecting the rights of all parties against 
such arbitrary, improper, and unlawful order of said judge; and 
that the said Harold Louderback did improperly and unlawfully 
seek to coerce said State commissioner of insurance and parties 
in interest in said action to accept and acquiesce in the excessive 
fees and the exorbitant and unreasonable disbursements granted 
by him to said Marshall Woodward and Samuel Shortridge, Jr., 
receiver and attorney, respectively, and did improperly and un- 
lawfully force and coerce the said parties to enter into a stipula- 
tion modifying said improper and unlawful order and did thereby 
make it necessary for the State commissioner of insurance to 
take another appeal from the said arbitrary, improper, and un- 
lawful action of the said Harold Louderback. 

In that the said Harold Louderback did not give his fair, im- 
partial, and judicial consideration to the objections of the said 
State commissioner of insurance against the allowance of exces- 
sive fees and unreasonable disbursements to the said Marshall 
Woodward and Samuel Shortridge, Jr., receiver and attorney, 
respectively, in the case of the Lumbermen's Reciprocal Associa- 
tion, in order to favor and enrich his friends at the expense of 
the litigants and parties in interest in said matter, and did thereby 
cause said State commissioner of insurance and the parties in 
interest additional delay, expense, and labor in taking an appeal 
to the United States Circuit Court of Appeals in order to protect 
their rights and property in the matter against the partial, oppres- 
sive, and unjudicial conduct of said Harold Louderback. 

Wherefore said Harold Louderback was, and is, guilty of a course 
of conduct oppressive and unjudicial and is guilty of misbehavior 
in office as such judge and was, and is, guilty of a misdemeanor in 
office. 


The VICE PRESIDENT. Senators, how say you? Is the 
respondent Harold Louderback guilty or not guilty as charged 
in this article? 

Mr. BARKLEY. Mr. President, during the testimony on 
this article I was absent from the Senate because of duties 
on a committee of the Senate, which I regarded as sufi- 
ciently important to justify me in absenting myself. For 
that reason I ask to be excused from voting on this article. 

The VICE PRESIDENT. Is there objection? The Chair 
hears none, and the Senator from Kentucky is excused from 
voting on article II. 

Mr. ADAMS. Mr. President, I should like to make the 
same request, and for the same reason as expressed by the 
Senator from Kentucky. 

The VICE PRESIDENT. Is there objection? The Chair 
hears none, and the Senator from Colorado is excused from 
voting on article II. 
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Mr. DILL. Mr. President, I desire to make the same re- 
quest, for the same reason as stated by the Senator from 
Kentucky. 

The VICE PRESIDENT. Is there objection? The Chair 
hears none, and the Senator from Washington is excused 
from voting on article II. 

Mr. GEORGE. Mr. President, for the same or similar 
reasons I desire to be excused from voting upon this article. 

The VICE PRESIDENT. Without objection, the Senator 
from Georgia is excused from voting on article I. 

Mr. COUZENS. Mr. President, for the same reasons stated 
by the other Senators, I desire to be excused from voting on 
this article. 

The VICE PRESIDENT. Without objection, the Senator 
from Michigan is excused from voting on article II. 

Mr. CAPPER. Mr. President, I ask to be excused from 
voting on article II. 

The VICE PRESIDENT. Without objection, the Senator 
from Kansas is excused from voting on article II. 

Mr. BULEKLEY. Mr. President, I make the same request, 
that I may be excused from voting on article II. 

The VICE PRESIDENT. Without objection, the Senator 
from Ohio is excused from voting on article II. 

The clerk will proceed to call the roll, and each Senator 
Li oy The arpa tenes Due abe a nme ub 
vote. 

The roll call was called. 

The VICE PRESIDENT. The clerk will recapitulate the 
vote. 

The legislative clerk recapitulated the vote, which was as 
follows: 


GUILTY—23 
Bankhead Caraway McCarran Pope 
Black Duffy McGill Russell 
Bone Erickson McKellar Stephens 
Brown Frazier Neely Thomas, Utah 
Bulow La Follette Norris 
Byrd McAdoo Nye 
NOT GUILTY—47 

Ashurst Goldsborough Long Steiwer 
Bachman Hale McNary Thomas, Okla. 
Bailey Harrison Metcalf Townsend 
Barbour Hastings Murphy 
Bratton Hatfield Patterson Ty 
Carey Hayden Reed Vandenberg 
Clark Reynolds Van Nuys 
Connally Kean Robinson, Ark. Wagner 
Coolidge Kendrick Robinson, Ind. Walcott 
Dale Keyes Wheeler 
Dickinson King Sheppard White 
Pletcher Logan Smith 

ABSENT, NOT VOTING, OR EXCUSED—19 
Adams Capper Dill Lewis 
Austin Costigan Fess Norbeck 
Barkley Couzens George Pittman 
Bulkley Cutting Glass 
Byrnes Davis Gore 


The VICE PRESIDENT. On the call of the roll of the 
Senate upon the question whether the respondent is guilty 
or not guilty under the charge in article II, those voting 
guilty number 23 and those voting not guilty, 47. Less than 
two thirds having voted in favor of his guilt, the Senate 
adjudges that the respondent, Harold Louderback, is not 
guilty as charged in this article. 

The clerk will read the third article of impeachment. 

The Chief Clerk read as follows: 


ARTICLE I 


The said Harold Louderback, judge aforesaid, was guilty of 
misbehavior in office, resulting in expense, disadvantage, annoy- 
ance, and hindrance to litigants in his court in the case of the 
Fageol Motors Co., for which he appointed one Guy H. Gilbert 
receiver, knowing that the said Gilbert was incompetent, un- 
qualified, and inexperienced to act as such receiver in said case. 

In that the said Harold Louderback, judge as aforesaid, op- 
pressively and in disregard of the rights and interests of litigants 
in his court, did appoint one Guy H. Gilbert as receiver for the 
Fageol Motors Co., knowing the said Guy H. Gilbert to be incom- 
petent, unfit, and inexperienced for such duties, and did refuse 
to grant a hearing to the plaintiff, defendant, creditors, and par- 
ties in interest in the matter of the Fageol Motors Co. on the 
appointment of said receiver, and the said Harold Louderback did 
cause said litigants and parties in interest in said matter to be 
misinformed of his action while said Guy H. Gilbert took steps 
necessary to qualify as receiver, thereby depriving said litigants 
and parties in interest of presenting the facts, circumstances, 
and conditions of the said equity receivership, the nature of the 
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business, and the type of person necessary to operate said business 
in order to protect creditors, litigants, and all parties in in- 
terest, and thereby depriving said parties in interest of the oppor- 
tunity of protesting against the appointment of an incompetent 
receiver. 

Wherefore the said Harold Louderback was and is guilty of a 
course of conduct constituting misbehavior as said judge and 
that said Harold Louderback was and is guilty of a misdemeanor 
in office. 


The VICE PRESIDENT. Senators, how say you? Is the 
respondent, Harold Louderback, guilty or not guilty as 
charged in this article? The clerk will proceed to call the 
roll, and each Senator when his name is called will rise in 
his place and deliver his vote. 

The Chief Clerk proceeded to call the roll. 

Mrs. CARAWAY (when her name was called). 
to be excused from voting on this article. 

The VICE PRESIDENT. Without objection, the Senator 
from Arkansas stands excused. 

Mr. COUZENS (when his name was called). I ask to be 
excused from voting on this article because of absence in 
committee meetings. 

The VICE PRESIDENT. Without objection, the Senator 
from Michigan stands excused. 

The roll call was concluded. 

Mr. BARKLEY. For the same reasons expressed by me 
on the vote on the former article I ask to be excused from 
voting on this article. 

The VICE PRESIDENT. Without objection, the Senator 
from Kentucky stands excused. 

The clerk will recapitulate the vote. 

The Chief Clerk recapitulated the vote, which was as 
follows: 


I desire 


GUILTY—11 
Black Dill La Follette Nye 
Bone Frazier McKellar Stephens 
Bulow Kendrick Norris 
NOT GUILTY—63 

Adams Dickinson Long Sheppard 
Ashurst Duffy McAdoo Smith 
Bachman Erickson McCarran Steiwer 
Bailey Fletcher McGill Thomas, Okla. 
Bankhead eorge McNary Thomas, Utah 
Barbour Goldsborough Metcalf Townsend 
Bratton Hale Murphy Trammell 
Brown Harrison Neely Tydings 
Bulkley Hastings Patterson Vandenberg 
Byrd Hatfield Pope Van Nuys 
Capper Hayden Reed Wagner 
Carey Hebert Reynolds Walcott 
Clark Kean Robinson, Ark. Walsh 
Connally Keyes Robinson, Ind. Wheeler 
Coolidge King Russell White 
Dale Logan Schall 

ABSENT, NOT VOTING, OR EXCUSED—15 
Austin Costigan Fess Norbeck 
Barkley Couzens Glass Pittman 
Byrnes Cutting Gore Shipstead 
Caraway Davis Lewis 


The VICE PRESIDENT. On the third article of im- 
peachment 11 Senators have voted “guilty” and 63 Sen- 
ators have voted “ not guilty.” Less than two thirds having 
voted in favor of his guilt, the Senate adjudges that the 
respondent, Harold Louderback, is not guilty as charged in 
the article. 

The clerk will read the next article. 

The legislative clerk read as follows: 

ARTICLE IV 

That the said Harold Louderback, judge aforesaid, was guilty of 
misbehavior in office, filled with partiality and favoritism, in im- 
properly, willfully and unlawfully granting on insufficient and 
improper papers an application for the appointment of a receiver 
in the Prudential Holding Co. case for the sole purpose of benefit- 
ing and enriching his personal friends and associates. 

In that the said Harold Louderback did on or about the 15th 
day of August 1931, on insufficient and improper application, ap- 
point one Guy H. Gilbert receiver for the Prudential Holding Co. 
case when as a matter of fact and law and under conditions then 
existing no receiver should have been appointed, but the said 
Harold Louderback did accept a petition verified on information 
and belief by an attorney in the case and without notice to the 
said Prudential Holding Co. did so appoint Guy H. Gilbert the re- 
ceiver and the firm of Dinkelspiel & Dinkelspiel attorneys for the 
receiver; that the said Harold Louderback in an attempt to benefit 
and enrich the said Guy H. Gilbert and his attorneys, Dinkelspiel 
& Dinkelspiel, failed to give his fair, impartial, and judicial con- 
sideration to the application of the said Prudential Holding Co. 
for a dismissal of the petition and a discharge of the receiver, 
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although the said Prudential Holding Co. was in law entitled to 
such dismissal of the petition and discharge of the receiver; that 
during the pendency of the application for the dismissal of the 
petition and for the discharge of the receiver a petition in bank- 
ruptcy was filed against the said Prudential Holding Co. based 
entirely and solely on an allegation that a receiver in equity had 
been appointed for the said Prudential Holding Co., and the said 
Harold Louderback then and there willfully, improperly, and un- 
lawfully, sitting in a part of the court to which he had not been 
assigned at the time, took jurisdiction of the case in bankruptcy 
and though knowing the facts in the case and of the application 
then pending before him for the dismissal of the petition and the 
discharge of the equity receiver, granted the petition in bank- 
ruptey and did on the 2d day of October 1930 appoint the same 
Guy H. Gilbert receiver in bankruptcy and the said Dinkelspiel & 
Dinkelspiel attorneys for the receiver, knowing all of the time that 
the said Prudential Holding Co. was entitled as a matter of law to 
have the said petition in equity dismissed; in that through the op- 
pressive, deliberate, and willful action of the said Harold Louder- 
back acting in his capacity as a judge and misusing the powers 
of his judicial office for the sole purpose of benefiting and en- 
riching said Guy H. Gilbert and Dinkelspiel & Dinkelspiel, did 
cause the said Prudential Holding Co. to be put to unnecessary 
delay, expense, and labor and did deprive them of a fair, impartial, 
and judicial consideration of their rights and the protection of 
their property, to which they were entitled. ; 

Wherefore the said Harold Louderback was, and is, guilty of a 
course of conduct constituting misbehavior as said judge and that 
said Harold Louderback was, and is, guilty of a misdemeanor in 
Office. 


The VICE PRESIDENT. Senators, how say you? Is the 
respondent, Harold Louderback, guilty or not guilty as 
charged in this article? 

The clerk will proceed to call the roll, and each Senator, 
as his name is called, will rise in his place and deliver his 
vote. 

The Chief Clerk proceeded to call the roll. 

Mr. GEORGE (when his name was called). Mr. Presi- 
dent, in the discharge of official duties I was away from the 
Senate during most of the testimony on this article. I have 
not had an opportunity to read it fully. I ask to be excused 
from voting. 

The VICE PRESIDENT. Without objection, the Senator 
from Georgia stands excused. 

The roll call was concluded. 

The VICE PRESIDENT. The clerk will recapitulate the 
responses of Senators. 

A 15 legislative clerk recapitulated the vote, which was as 
ollows: 


GUILTY—30 
Barkley Connally McAdoo Sheppard 
Black Couzens McCarran Stephens 
Bone Dill McGill Thomas, Okla. 
Brown Erickson McKellar Thomas, Utah 
Bulow Frazier Neely Walsh 
Byrd Hayden Norris Wheeler 
Caraway Kendrick Nye 
Clark La Follette Pope 
NOT GUILTY—47 

Adams Dale King Schall 
Ashurst Dickinson Logan Smith 
Bachman Duffy Long Steiwer 
Balley Fletcher McNary Townsend 
Bankhead Goldsborough Metcalf Trammell 
Barbour Hale Murphy Tydings 
Bratton Harrison Patterson Vandenberg 
Bulkley Hastings Reed Van Nuys 
Byrnes Hatfield Reynolds Wagner 
Capper Hebert Robinson, Ark. Walcott 
Carey Kean Robinson, Ind. White 
Coolidge Keyes Russell 

ABSENT, NOT VOTING, OR EXCUSED FROM VOTING—12 
Austin Davis Glass Norbeck 
Costigan Fess Gore Pittman 
Cutting George Lewis Shipstead 


The VICE PRESIDENT. On the fourth article of im- 
peachment 30 Senators have voted “ guilty ” and 47 Senators 
have voted “not guilty.” Less than two thirds having voted 
in favor of his guilt, the Senate adjudges that the respond- 
ent, Harold Louderback, is not guilty as charged in the 
article. 

The clerk will read the next article of impeachment. 

The Chief Clerk read as follows: 


ARTICLE V (AS AMENDED) 


It is intended by article 5 to charge, and it is charged, that the 
reasonable and probable result of Harold Louderback's action in 
his capacity as judge in making decisions and orders in actions 
pending in his court and before him as said judge and by the 


4086 


method of appointing receivers and attorneys for receivers, by 
appointing incompetent receivers and attorneys, by his rela- 
tionship and transactions with one Sam Leake, and by the rela- 
tionship and transactions of the said Sam Leake with such ap- 
pointees of the said respondent made possible and probable by 
the action and attitude of the said Harold Louderback, and by 
displaying a high degree of indifference to the interest of estates 
and parties in interest in receiverships before him and in his 
court, and by displaying a high degree of interest in making it 
possible for certain individuals and firms to derive large fees from 
the funds of such estates, has been to create a general condition 
of wide-spread fear and distrust and disbelief in the fairness and 
disinterestedness of the official actions of the said Harold Louder- 
back and to create by his said acts, deeds, and relationships, con- 
trary to his individual and officia] duty, a favorable condition and 
a cause for the development naturally and inevitably of rumors 
and suspicions destructive of public confidence in and respect for 
the said Harold Louderback as an individual and a judge to the 
scandal and disrepute of his said court and the administration of 
justice therein and prejudicial generally to the public respect for 
and public confidence in the Federal judiciary. Wherefore, the 
said Harold Louderback was and is guilty of misbehavior as such 
judge and of misdemeanors in office. 

It is hereby alleged and that the conduct of said Harold 
Louderback as alleged in articles I, II, III, and IV, and as herein- 
after alleged, in its general and aggregate result has been such as 
reasonably and probably calculated to destroy public confidence 
insofar as he and his court is concerned in that degree of disinter- 
estedness and fidelity to judicial duty and responsibility which 
the public interest requires shall be held by the people in the 
Federal courts and in those who administer them, and which for 
a Federal judge to hurt or destroy is a crime and misdemeanor 
of the highest order. 

First, specifying as indicative of and disclosing the character 
and judicial attitude of said Harold Louderback revealed by his 
acts and official conduct to the people among whom he has juris- 
diction, and the cause for the loss of public confidence of the bar 
and people of the northern district of California, and particularly 
of the city of San Francisco, where the principal business of such 
court is transacted, on or about December 19, 1929, the said Harold 
Louderback appointed one Guy H. Gilbert receiver of the Sonora 
Phonograph Co., a going concern extensively engaged in the busi- 
ness of receiving and distributing radios and phonographs, the 
said Guy H. Gilbert being a personal and political friend of the 
said Harold Louderback, and an intimate friend and financial con- 
tributor to one Sam Leake, hereinafter referred to, the said Harold 
Louderback knowing at the time of such appointment that the 
whole training and experience of the said Guy H. Gilbert had been 
as operator and employee of a telegraph company, and the said 
Harold Louderback at the time of such appointment knowing with 
certainty that the said Guy H. Gilbert was without qualification 
to discharge the duties of such receivership, that the said Guy H. 
Gilbert was appointed such receiver by the said Harold Louder- 
back without regard to the interest of such estate in receivership 
and in disregard thereof and of the interest of creditors and par- 
ties in interest and in violation of the official duty of the said 
Harold Louderback. That the said Gilbert after said appointment 
continued in his regular and usual duties and employment as 
employee of said telegraph company, drawing his accustomed sal- 
ary during his employment of approximately 6 months as such 
receiver, and received for such services from the funds of the 
estate of said Sonora Phonograph Co. the sum of $6,800, all of 
which facts became the subject of newspaper comments and mat- 
ters of common knowledge throughout and beyond the northern 
judicial district of California to the hurt of public confidence in 
the said Harold Louderback, judge of said court, and to the hurt 
and standing of the Federal judiciary. It also became a matter 
of newspaper comment in connection with that receivership mat- 
ter and others, that theretofore, about 1925 or 1926, the said Gil- 
bert had been appointed by the said Harold Louderback when the 
said Harold Louderback was a judge of the Superior Court of 
California, an appraiser of certain real estate, the said Harold 
Louderback well knowing at the time of such appointment that 
the said Gilbert was without any qualification to appraise the 
value of such real estate, and in truth the said Gilbert never saw 
said real estate and that the said Gilbert did not undertake to 
assist in the appraisal of said real estate, only signing the report 
which was presented to him, for which services he was allowed the 
sum of $500. 

The said Gilbert was also theretofore appointed receiver by 
Harold Louderback in the Stempel-Cooley case in 1929, bank- 
ruptcy, collecting during 3 or 4 months $12,000 rents, for which 
he was allowed a fee of $500. In this matter, after conversation 
with the said Sam Leake, the said Gilbert appointed as his attor- 
ney one John Douglas Short, who was an employee in the law office 
of Erskine & Erskine. 

The said Short was afterward, in March 1931, appointed attorney 
by one H. B. Hunter, receiver in what is known in this proceed- 
ing as the Russell-Colvin Co. case, and which will hereinafter be 
specified with reference to. In the said Russell-Colvin case the 
said H. B. Hunter, having been appointed such receiver by the 
said Harold Louderback, at the suggestion of the said Sam Leake, 
who theretofore had suggested to the said Gilbert the appoint- 
ment of the said John Douglas Short in the Stempel-Cooley case, 
and the said H. B. Hunter, after his appointment as such receiver, 
appointed the said John Douglas Short as his attorney in said 
Russell-Colvin case, the said Harold Louderback allowing the said 
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John Douglas Short the sum of $50,000 on account as attorney 
for said receiver, H. B. Hunter. 

Preceding the appointment of the said H. B. Hunter in the said 
Russell-Colvin case, the said Harold Louderback had appointed 
one Addison G. Strong to be receiver therein, who because he 
would not designate as his attorney the said John Douglas Short 
as claimed by the said Addison G. Strong, or either the said John 
Douglas Short or certain other attorneys as claimed by the said 
Harold Louderback, the said Addison G. Strong was summarily 
dismissed as receiver and the said Hunter appointed in his stead, 
who on the same day of his said appointment as receiver by the 
said Harold Louderback tendered to the said John Douglas Short 
the attorneyship in said receivership matter. 

On the 25th day of March 1931 one W. L. Hathaway, father-in- 
law of the said John Douglas Short, advanced as a loan to the 
said Sam Leake the sum of $1,000 in cash, and 2 days thereafter- 
ward the said John Douglas Short, in an involved family transac- 
tion, paid to the said W. L. Hathaway from the compensation re- 
ceived as attorney in the Russell-Colvin Co. matter the sum of 
$5,000. Three months later the said Hathaway gave to the said 
Leake the further sum of $250. 

When the said Harold Louderback appointed the said H. B. 
Hunter, as aforesaid, receiver in the said Russell-Colvin Co. case 
at the suggestion of the said Sam Leake, and the said Hunter in 
turn appointed the said John Douglas Short attorney for him in 
the Russell-Colvin Co. case, he, the said Harold Louderback, resided 
at the Fairmont Hotel in a room registered and held in the name 
of the said Sam Leake, such arrangement being effected in con- 
spiracy between the said Harold Louderback and Sam Leake to 
aid the said Harold Louderback in carrying out a certain plan 
and design, the said Harold Louderback pretending to reside in 
Contra Costa County while actually and in fact residing in the 
city of San Francisco at the Fairmont Hotel in a room registered 
in the name of the said Sam Leake, the purpose and design of 
which arrangement having to do with the possible venue of a legal 
action which the said Harold Louderback contemplated might be 
brought against him. To further strengthen and add color to this 
pretended residence in Contra Costa County the said Harold 
Louderback registered as a voter in said Contra Costa County in 
violation of the laws of California, all of which transactions by 
the acts and conduct of the said Harold Louderback are involved 
in and mixed up with the official status and standing and transac- 
tions of the said Harold Louderback and are known to the people 
of the northern district of California and beyond such district to 
the and discredit of his office and to the hurt of public 
confidence therein and of the Federal judiciary. Thereby, as a 
result of such transactions, putting himself under obligation to, 
dependent upon, and under the influence of the said Sam Leake 
in a manner and to a degree utterly inconsistent with that re- 
quired by the public interest of a Federal judge; and thereby 
putting himself, the said Harold Louderback, in an attitude with 
regard to obedience to law and the rights granted to litigants by 
the law and with regard to the standards of open candid conduct 
necessary to preserve for the public official that respect and con- 
fidence required by the public interest within the meaning of the 
provision of the Constitution requiring of Federal judges good 
behavior as a condition upon which their tenure of office depends. 
That said conduct is bad behavior and constitutes a forfeiture of 
the right of the said Harold Louderback to hold his, the said office 
of judge of the northern district of California. 

In August 1931 the said Harold Louderback, without a hearing, 
upon a petition verified by an attorney “upon information and 
belief” and without bond of indemnity, granted an equity re- 
celvership for the Prudential Holding Co., a concern engaged in 
extensive real-estate transactions, and appointed the said Guy H. 
Gilbert as receiver, who in turn designated Dinkelspiel & Dinkel- 
spiel as his attorneys. The first information the company had 
of the matter was when Gilbert and Dinkelspiel & Dinkelspiel 
appeared in the office of said Prudential Holding Co. to take 
charge of its affairs. The petition filed without truth or justifi- 
cation was resisted by said Prudential Holding Co., but the said 
Harold Louderback refused to dismiss the equity receivership 
matter until an application for receivership in bankruptcy was 
applied for, which application was based upon the grounds of 
the said equity receivership, wrongfully entertained. The bank- 
ruptcy matter fell in the division of Judge St. Sure, ome of the 
judges of the said northern district of California. During the 
temporary absence of Judge St. Sure, the said Harold Louderback, 
sitting in Judge St. Sure’s division, named the said Gilbert and 
Dinkelspiel & Dinkelspiel receiver and attorneys, respectively, in 
the bankruptcy matter, and 2 days later dismissed the equity 
receivership. Upon the return of Judge St. Sure to his division, 
he, Judge St. Sure, promptly dismissed the bankruptcy proceeding 
because no insolyency was shown. No fees were allowed by Judge 
St. Sure. 

The proceedings in the matter and the facts, transactions, and 
statements therein became a matter of general knowledge within 
and beyond the said northern district of California, with its 
reasonable and probable and inevitable consequence to arouse 
dread and apprehension of the court and judicial power possessed 
by the said Harold Louderback on the part of the people generally 
and particularly of those whose property might be seized upon 
through the instrumentality of such court, and generally to make 
said court disrespected and hateful. The said Dinkelspiel & 
Dinkelspiel had theretofore and over the protest of the parties in 
interest, on the ground that it was excessive, been allowed a fee 
of $20,000 by the said Harold Louderback in the Sonora Phono- 
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graph Co. case, in which case they had also been associated with 
the said Gilbert, appointed by the said Harold Louderback as 
receiver therein. 

Some 6 months after the appointment of the said Gilbert and 
Dinkelspiel & Dinkelspiel as receiver and attorneys, respectively, 
in the said Prudential Holding Co. case, to wit, on the 17th day 
of February 1932, they were appointed by the said Harold Louder- 
back receiver and attorneys, respectively, in the Fageol Motors 
Co, case. This company was known in the said northern district 
of California as one of the more important concerns in that part 
of the country. It had assets of $3,000,000 book value and labili- 
ties amounting to $1,700,000 with automobile manufacturing, 
assembling plants, branch offices, properties, and extensive opera- 
tions in California, W. n, Oregon, and Utah. The said 
Harold Louderback knew and the people of that community knew 
at the time the said Guy H. Gilbert was appointed as receiver of 
said Fageol Motors Co. that the said Guy H. Gilbert was utterly 
without qualification to discharge the duties of said receivership. 
That said appointment of said Gilbert and said Dinkelspiel & 
Dinkelspiel was made in tyrannical and oppressive disregard of 
the rights and interest of the parties in interest, of the duty to 
conserve the assets of said company, and in disregard of his duty 
by the said Harold Louderback to the Government which had 
commissioned him to be one of its judges. That the facts and 
circumstances surrounding the appointment of the said Gilbert, 
as receiver, and the said Dinkelspiel & Dinkelspiel, attorneys, in 
said receivership matter and the method of procedure therein on 
the part of the said Harold Louderback inevitably as a necessary 
consequence were prejudicial to the judiciary and was to the 
scandal and disrepute of the court presided over by the said 
Harold Louderback and to the administration of justice therein, 
in that the said Fageol Motors Co. getting into financial diffi- 
culty the principal creditors of said company and the representa- 
tives of said Fageol Motors Co., after full conference and consid- 
eration, decided by agreement to apply to the Federal court for 
a receivership and after careful consideration agreed upon Ed- 
ward Fuller, of Oakland, a former official of the Chevrolet Motor 
Co. with extensive experience and demonstrated business and 
financial ability not only in the automobile business but in other 
matters of large proportions. Pursuant to said agreement, on the 
17th day of February 1922, the papers were all prepared carrying 
out the plan agreed upon by Fageol Motors Co. and its creditors 
and the petition for receiver was filed in the Federal court of 
the northern district of California. By plan of assignment de- 
termined by drawing numbers from a bag, this matter fell to the 
said Judge Louderback, there being three judges of said district. 

The parties in interest, representatives of the company and 
of the principal creditors, went to his chambers to see the said 
Judge Louderback with the papers in said matter, arriving shortly 
before the time for the noon recess of his court, but were advised 
by the clerk of the said judge that the noon recess would be 
delayed until 12:30, the said clerk asking what it was desired to 
see the judge about, and was told that it was the receivership 
matter of the Fageol Motors Co., that the persons present repre- 
sented the company and the larger creditors of said company, and 
that they had agreed upon Edward Fuller as a proper person for 
receiver, and to advise the judge of that fact, and that it was 
desired to discuss the matter with him at 1:30 pm. At that time 
the parties in interest returned to see Judge Louderback and were 
told that Judge Louderback had got off for lunch earlier than 
anticipated, had some engagement, and would not return until 
2:30. At 2:30 the parties in interest returned and were told by the 
clerk of the said Harold Louderback that Judge Louderback had 
already appointed the said Gilbert in said matter, and that Judge 
Louderback was not there. In this matter the said Dinkelspiel & 
Dinkelspiel were also appointed attorneys for said receiver. The 
parties in interest, under threat of going into bankruptcy, which 
action would probably have ousted the said Gilbert and Dinkelspiel 
& Dinkelspiel entirely, effected an agreement with the said Gilbert 
and Dinkelspiel & Dinkelspiel by which other representatives 
chosen by the said parties in interest were to have effective control 
of the business and legal matters of the said motors company, the 
said Gilbert and Dinkelspiel & Dinkelspiel offering no obstruction 
to said representatives. The said Dinkelspiel & Dinkelspiel ac- 
cepted under the circumstances from the assets of said company 
the sum of $6,000, and the said Gilbert received approximately 
the same amount. The facts and circumstances connected with 
this matter show to the people of said district that the said Gil- 
bert and Dinkelspiel & Dinkelspiel were not selected by the said 
Harold Louderback primarily because he deemed the said Gilbert 
and Dinkelspiel & Dinkelspiel best qualified to administer said 
estate but resulted in large degree from the desire of the said 
Harold Louderback to procure for the said Gilbert and Dinkelspiel 
pecuniary benefits from the assets of this concern which had been 
driven by financial difficulty to seek the protection of the court of 
the said Harold Louderback, all of which facts and circumstances 
received general publicity in the said northern district of Cali- 
fornia to the scandal and disrepute of the court of said district, 
and when taken in connection with the explanation and excuse 
offered by the said Harold Louderback for the appointment of the 
said Gilbert as receiver in this matter and in other matters where 
the public knew the said Gilbert was utterly unqualified, that he, 
the said Harold Louderback, in so appointing the said Gilbert was 
acting under the control of a sense of judicial responsibility re- 
quiring him to appoint persons known to him of efficiency and 
integrity to manage the affairs of estates in receivership, which 
explanation and excuse also has been given wide publicity in said 
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district, the reasonable and necessary and inevitable result of the 
claim of such high motive under the circumstances was to create 
the impression and public belief that the said Harold Louderback 
was attempting by such claim to hide his lack of such actuating 
motive and to hide his real motive for making such appointments 
by an insincere and hypocritical claim of having been actuated by 
them, to the disgust and humiliation of the people of the northern 
district of California and to the hurt of the public interest. 

In September 1930, in the court of the said Harold Louderback, 
an equity receivership petition was filed in the Golden State 
Asparagus case, seeking an economical conduct of the business 
while its obligations were being adjusted. When the receiver was 
appointed the said Harold Louderback agreed to submit to said 
receiver a list of attorneys from which he could name his counsel; 
but the list was not furnished. Instead the said Harold Louder- 
back d ted as attorney for said receiver the said Dinkelspiel 
& Dinkelspiel without reference to the receiver. The legal work 
connected with the conduct of the receivership was not appreciably 
more difficult or voluminous than that incident to the ordinary 
running of the business, which had theretofore cost the business 
less than $1,000 per year. The said Harold Louderback allowed 
the said Dinkelspiel & Dinkelspiel $14,000 on account, while he 
denied the uncontested application for $1,500 each, reasonable 
fees, made by the attorneys for plaintiff and defendant who had 
performed the only substantial legal services rendered in the case, 
when they prevented a forced sale of the property. These attor- 
neys in an effort to protect the assets of the said Asparagus Co. 
had opposed the payment of the fees allowed to Dinkelspiel & 
Dinkelspiel on the ground that they were excessive. These acts 
of said Harold Louderback were well known to the public in and 
beyond said northern district of California, and cumulativel 
added to the disrespect, apprehension, and public contempt. - 

In the Lumbermen's Reciprocal Association equity receivership, a 
Texas insurance corporation doing business in California, the com- 
pany getting into financial difficulty, the Insurance Commissioner 
for the State of California seized the assets of said company in the 
State of California for the benefit of California policyholders. It 
was determined as a matter of procedure to ask for an equity 
receivership with the plan that said insurance commissioner be 
appointed so as to permit him to continue to hold said assets and 
administer them without extra cost for a receiver and resultant 
diminution of the company’s California assets. Instead, however, 
the said Harold Louderback designated one Samuel Shortridge, Jr., 
as receiver. Thereupon, the official of the State of California took 
proper steps to terminate proceedings in the Federal court. The 
said Harold Louderback enjoined the insurance commissioner from 
proceeding under the laws of the State of California. 

Appeal was taken to the Federal Circuit Court of Appeals and 
reversal had on the ground of lack of Federal jurisdiction, and the 
property ordered to be turned over to the officials of California. 
To this order and mandate of the Circuit Court of Appeals the said 
Harold Louderback without any authority of law imposed a con- 
dition that said order and mandate should be complied with, pro- 
vided there be no appeal taken from the order made by him, the 
said Louderback, allowing a fee of $6,000 to the said Shortridge 
and his attorney. All of which facts and circumstances became 
published and known in said northern district of California. By 
such acts the said Harold Louderback exhibited himself to the 
public as being willing to obstruct the officials of the State of 
California in their effort to conserve for citizens of California the 
assets of said insurance company which they had impounded, 
willing to assert a jurisdiction which he did not possess, willing to 
defy a mandate of the circuit court of appeals and attach an 
illegal and unconscionable condition to said mandate in order to 
penalize and discourage the exercise of a constitutional right of 
appeal for the definite and obvious purpose of making sure so far 
as possible by such illegal action and coercion, that the said 
Shortridge and his attorney would be paid from the assets of said 
insurance company so impounded, the fees which he, the said 
Harold Louderback, had allowed, all to the scandal and discredit 
of the said Harold Louderback and his court and prejudicial to 
the dignity of the judiciary. 

Wherefore, the said Harold Louderback has been and is guilty of 
high crimes and misdemeanors in office and has not conducted 
himself with good behavior. 


During the reading, 

Mr. McADOO. May I ask that the reading clerk proceed 
a little more slowly? We do not get the reading at all 
here. 

The VICE PRESIDENT. The clerk will read as requested. 

After the conclusion of the reading of the article, 

The VICE PRESIDENT. Senators, how say you? Is the 
respondent, Harold Louderback, guilty or not guilty of the 
charges in this article? The Secretary will proceed to call 
the roll, and as the name of each Senator is called, he will 
rise in his place and deliver his vote. 

The legislative clerk proceeded to call the roll: 

Mr. COSTIGAN (when his name was called). Myr. Presi- 
dent, on further review and consideration and for the same 
reasons assigned in respect to the first four articles of im- 
peachment, I reluctantly ask to be excused from voting on 
the pending article. 
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The VICE PRESIDENT. Is there objection? The Chair 
hears none, and the Senator from Colorado is excused from 
voting on article V. 

The roll call was concluded. 

The VICE PRESIDENT. The clerk will recapitulate the 
vote. 

The legislative clerk recapitulated the vote, which was as 
follows: 


GUILTY—45 
Adams Clark McAdoo Stephens 
Connally McCarran Thomas, Okla. 
Bankhead Couzens McGill Thomas, Utah 
Barkley Dill McKellar 
Black Murphy 
Bone Erickson Neely Van Nuys 
Brown Frazier Norris Wagner 
Bulkley George Nye Walsh 
w Hayden Pope Wheeler 
Byrd Ken Russell 
Capper King Sheppard 
Caraway La Follette Shipstead 
NOT GUILTY—34 
Ashurst Fletcher Logan Schall 
Goldsborough Long Smith 
Barbour Hale McNary Steiwer 
Bratton Harrison Metcalf Townsend 
Byrnes Hastings Patterson Vandenberg 
Carey Hatfield Ree Walcott 
Coolidge Hebert Reynolds White 
Dale Kean Robinson, Ark. 
Dickinson Keyes Robinson, Ind. 

ABSENT, NOT VOTING, OR EXCUSED FROM VOTING—10 
Austin Davis Gore Norbeck 
Costigan Fess Lewis Pittman 
Cutting Glass 


The VICE PRESIDENT. On article V, 45 Senators have 
voted “guilty ” and 34 Senators have voted “not guilty.” 
Less than two thirds having voted in favor of his guilt, the 
Senate adjudges that the respondent, Harold Louderback, is 
not guilty as charged in the article. 

That completes the articles of impeachment, and, with the 
permission of the Senate sitting as a court, the Chair will 
enter in the record the following judgment, which the clerk 
will read. 

The legislative clerk read as follows: 

JUDGMENT 

The Senate having tried Harold Louderback, judge of the Dis- 
trict Court of the United States for the Northern District of 
California, upon five several articles of impeachment exhibited 
against him by the House of Representatives, and two thirds of 
the Senators present not having found him guilty of the charges 
contained therein: It is therefore 

Ordered and adjudged, That the said Harold Louderback be, 
and he is, acquitted of all the charges in said articles made and 
set forth. 

ADJOURNMENT SINE DIE 

Mr. ASHURST. I move that the Senate sitting as a Court 
of Impeachment in the case of Harold Louderback adjourn 
sine die. 

The motion was agreed to; and (at 6 o’clock and 5 minutes 
p.m.) the Senate sitting as a Court of Impeachment ad- 
journed sine die. 


LEGISLATIVE SESSION 
The Senate, pursuant to the order for the recess entered 
on Saturday, May 20, resumed legislative session. 
MESSAGE FROM THE HOUSE 


A message from the House of Representatives, by Mr. 
Haltigan, one of its clerks, announced that the House had 
passed a bill (H.R. 5661) to provide for the safer and more 
effective use of the assets of banks, to regulate interbank 
control, to prevent the undue diversion of funds into specu- 
lative operations, and for other purposes, in which it re- 
quested the concurrence of the Senate. 

ENROLLED BILLS AND JOINT RESOLUTION SIGNED 

The message also announced that the Speaker had affixed 
his signature to the following enrolled bills and joint reso- 
lution, and they were signed by the Vice President: 

S. 753. An act to confer the degree of bachelor of science 
upon graduates of the Naval, the Military, and the Coast 
Guard Academies; 

H.R. 4014. An act to authorize appropriations to pay in 
part the liability of the United States to the Indian pueblos 


May 24 


herein named, under the terms of the act of June 7, 1924, 
and the liability of the United States to non-Indian claim- 
ants on Indian pueblo grants whose claims, extinguished 
under the act of June 7, 1924, have been found by the Pueblo 
Lands Board to have been claims in good faith; to authorize 
the expenditure by the Secretary of the Interior of the sums 
herein authorized and of sums heretofore appropriated, in 
conformity with the act of June 7, 1924, for the purchase of 
needed lands and water rights and the creation of other 
permanent economic improvements as contemplated by said 
act; to provide for the protection of the watershed within 
the Carson National Forest for the Pueblo de Taos Indians 
of New Mexico and others interested, and to authorize the 
Secretary of Agriculture to contract relating thereto; and to 
amend the act approved June 7, 1924, in certain respects; 

H.R. 5152. An act granting the consent of Congress to the 
State Highway Commission of Virginia to replace and main- 
tain a bridge across Northwest River in Norfolk County, Va., 
on State Highway Route No. 27; 

H.R. 5173. An act granting the consent of Congress to the 
State Highway Commission of Virginia to maintain a bridge 
already constructed, to replace a weak structure in the same 
location, across the Staunton and Dan Rivers, in Mecklen- 
burg County, Va., on United States Route No. 15; 

H.R. 5476. An act to extend the times for commencing 
and completing the construction of a bridge across the 
Savannah River at or near Burtons Ferry, near Sylvania, 
Ga.; 

H.R. 5480. An act to provide full and fair disclosure of the 
character of securities sold in interstate and foreign com- 
merce and through the mails, and to prevent frauds in the 
sale thereof, and for other purposes; and 

H.J.Res. 159. Joint resolution granting the consent of 
Congress to a compact or agreement between the State of 
Kansas and the State of Missouri authorizing the accept- 
ance for and on behalf of the States of Kansas and Mis- 
souri of title to a toll bridge across the Missouri River from 
a point in Platte County, Mo., to a point at or near Kansas 
City, in Wyandotte County, Kans., and specifying the con- 
ditions thereof. 

PETITIONS AND MEMORIALS 

The VICE PRESIDENT laid before the Senate the peti- 
tion of the Veterans’ National Rank and File Convention 
assembled at Washington, D.C., praying for the immediate 
cash payment of adjusted-service certificates (bonus); 
postponement of the enforcement of the so-called Econ- 
omy Act” until the next session of Congress, and the grant- 
ing of immediate adequate cash relief for and a morato- 
rium on all debts and foreclosures on homes and belongings 
of workers and small farmers, the protection of small depos- 
itors, without discrimination as to race, color, nationality, 
or creed, and also full Federal insurance for all against un- 
employment, which was referred to the Committee on 
Finance. 

He also laid before the Senate a resolution adopted at the 
World Trade League two-way-trade dinner, New York City, 
N.Y., favoring the negotiation of reciprocal tariff agree- 
ments with other nations looking toward the speedy restora- 
tion of international trade, which was referred to the 
Committee on Finance. 

He also laid before the Senate resolutions adopted by the 
Commissioners’ Court of Brooks County and the Kiwanis 
Club of Tulia, Swisher County, in the State of Texas, en- 
dorsing the program of President Roosevelt and favoring 
the adoption of a public-works program for unemployment 
relief providing highway construction in the State of Texas, 
which were referred to the Committee on Finance. 

He also laid before the Senate a letter from J. A. Mc- 
Culgan, committee secretary, Carpenters’ Local Union No. 
302, Huntington, W.Va., relative to the fitness and qualifica- 
tions of George I. Neal for possible appointment as United 
States attorney for the southern district of West Virginia, 
which was referred to the Committee on the Judiciary. 

He also laid before the Senate a letter in the nature of a 
petition from G. H. Mehrhoff, of Bogalusa, La., praying for 
a continuation of the investigation of the Louisiana sena- 


1933 


torial election of 1932 and also for a senatorial investigation 
of alleged acts and conduct of Hon. Huey P. Long, a Senator 
from the State of Louisiana, which was referred to the Com- 
mittee on the Judiciary. 

Mr. OVERTON presented a telegram from the Thirteenth 
Annual State Convention of Disabled American Veterans, 
New Iberia, La., requesting a careful review by Congress of 
new regulations and Executive orders relating to veterans 
relief, and also postponement of adjournment of Congress 
“until definite reply from President”, which was referred 
to the Committee on Finance. 

Mr, COPELAND presented memorials of sundry citizens 
of Brooklyn and New York City, N.Y., remonstrating against 
the treatment of, and alleged outrages committed against, 
members of the Jewish faith in Germany, which were 
referred to the Committee on Foreign Relations. 

He also presented a resolution adopted by the Holy Name 
Society of St. Xavier’s Roman Catholic Church, of Brook- 
lyn, N.Y., protesting against the recognition of the Soviet 
Government of Russia, which was referred to the Committee 
on Foreign Relations. 

He also presented a resolution adopted by the Warehouse- 
men’s Association of the Port of New York, Inc., New York 
City, protesting against the passage of Senate bill 158, the 
6-hour day and 5-day week bill, or any other legislation 
prescribing a definite limit of the hours of any working day, 
which was referred to the Committee on the Judiciary. 

He also presented resolutions adopted by Council No. 33, 
Sons and Daughters of Liberty, of Harriman, and Stars and 
Stripes Council, No. 32, Sons and Daughters of Liberty, of 
Islip, in the State of New York, favoring the passage of the 
so-called Dies bill”, fixing the quota for the admission of 
alien immigrants to the United States, which were referred 
to the Committee on Immigration. 

He also presented a resolution adopted by the Women’s 
Good Government Club of Lynbrook, Long Island, N.Y., op- 
posing the lifting of the ban on immigration into the United 
States, which was referred to the Committee on Immi- 
gration. 

He also presented a resolution adopted by Finger Lakes 
Post, No. 961, Veterans of Foreign Wars of the United 
States, Cortland, N.Y., favoring the compulsory military 
training of young men in colleges, etc., so as to aid in main- 
taining the national defense, which was referred to the 
Committee on Military Affairs. 

He also presented a resolution adopted by the board of 
directors of the American Exporters and Importers’ Associa- 
tion, New York City, N.Y., protesting against participation 
of the Government in the building of the St. Lawrence- 
Great Lakes deep waterway project, which was ordered to 
lie on the table. 

He also presented a resolution adopted by the Brotherhood 
of Railway Clerks of Bison City Lodge, No. 922, Buffalo, 
N.Y., protesting against the passage of the so-called “ rail- 
road relief bill” in its present form, which was ordered to 
lie on the table. 

He also presented a petition of sundry citizens of New 
York City, N.Y., praying for the adoption of amendments 
to the railroad relief bill, suggested by the Railway Labor 
Executives’ Association, which was ordered to lie on the table. 

REPORTS OF THE COMMITTEE ON NAVAL AFFAIRS 

Mr. TRAMMELL, from the Committee on Naval Affairs, 
to which were referred the following bills, reported them 
each without amendment and submitted reports thereon: 

S. 1103. An act to authorize the Secretary of the Navy to 
proceed with certain public works at the Naval Air Station, 
Pensacola, Fla. (Rept. No. 92); and 

S. 1104. An act to authorize the Secretary of the Navy to 
proceed with certain public works at the Naval Air Station, 
Pensacola (Corry Field), Fla. (Rept. No. 93). 


INVESTIGATION OF BANKING OPERATIONS 


Mr. BYRNES. From the Committee to Audit and Control 


the Contingent Expenses of the Senate I report back favor- 
ably with an amendment Senate Resolution 70, and I ask 
unanimous consent for its immediate consideration. 
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The VICE PRESIDENT. The Senator from South Caro- 
lina asks unanimous consent for the consideration of the 
resolution reported by him, which will be stated. 

The CHIEF CLERK. Senate Resolution 70, by Mr. FLETCHER, 
continuing Senate Resolution 56, providing for an investiga- 
tion of banking operations and sales of securities, and in- 
creasing the limit of expenditures therefor, submitted by Mr. 
FLETCHER on the 4th instant. 

The VICE PRESIDENT. Is there objection to the present 
consideration of the resolution? 

Mr. McNARY. Mr. President, I inquire what is the 
amount of money involved? 

The VICE PRESIDENT. The clerk will state the amend-. 
ment. 

The CHIEF CLERK. On page 1, line 10, it is proposed to 
strike out “$25,000” and insert $20,000.” 

Mr. McKELLAR. Mr. President, for what does the reso- 
lution provide? 

The VICE PRESIDENT. Is there objection to the present 
consideration of the resolution? 

Mr. McNARY. Mr. President, I think, in view of the dis- 
order, that the resolution ought to go over until tomorrow. 

The VICE PRESIDENT. On objection the resolution will 
be placed on the calendar. 


BILLS INTRODUCED 


Bills were introduced, read the first time, and by unani- 
mous consent the second time, and referred as follows: 

By Mr. NEELY: 

A bill (S. 1755) for the relief of Albert Kimble; and 

A bill (S. 1756) for the relief of William K. Snodgrass; to 
the Committee on Military Affairs. 

By Mr. TYDINGS: 

A bill (S. 1757) to amend an act entitled “An act to in- 
corporate the Mount Olivet Cemetery Co. in the District of 
Columbia ”; to the Committee on the District of Columbia. 

By Mr. FLETCHER: 

A bill (S. 1758) for the relief of B. E. Dyson, former 
United States marshal, southern district of Florida; to the 
Committee on Claims. 

By Mr. McNARY: 

A bill (S. 1759) granting the consent of Congress to the 
Mill Four Drainage District, in Lincoln County, Oreg., to 
construct, maintain, and operate dams and dikes to prevent 
the flow of waters of Yaquina Bay and River into Nutes 
Slough, Boones Slough, and sloughs connected therewith; to 
the Committee on Commerce. 

By Mr. COPELAND: 

A bill (S. 1760) for the relief of the Snare & Triest Co., 
now Frederick Snare Corporation; and 

A bill (S. 1761) for the relief of the Globe Shipping Co., 
Inc., of New York, N.Y. (successors of the Globe Shipping 
Co.); to the Committee on Claims. 

A bill (S. 1762) granting a pension to Margaret Nicholson; 
to the Committee on Pensions. 

AMENDMENT TO HOME LOAN BILL 


Mr. GORE submitted an amendment intended to be pro- 
posed by him to House bill 5240, the so-called “ home loan 
bill,” which was ordered to lie on the table and to be printed. 

AMENDMENTS TO PUBLIC WORKS BILL 

Mr. FLETCHER and Mr. McNary each submitted an amend- 
ment, and Mr. BANKHEAD submitted two amendments, in- 
tended to be proposed by them, respectively, to Senate bill 
1712, the industrial control and public works bill, which were 
severally referred to the Committee on Finance and ordered 
to be printed. 


REFUNDING OF UNITED STATES GOVERNMENT BONDS AT LOWER RATE 
OF INTEREST 


Mr. BONE submitted a resolution (S.Res. 85), which was 
ordered to lie on the table, as follows: 


Whereas the Government of the United States finds it necessary 
to undertake a program of public works in order to afford employ- 
ment for its unemployed citizens, and current revendo are 
cient to 8 adequate funds for this program; 

Whereas great sums of money are being paid 85 “the holders 
of war time and other Government obligations to maintain a rate 
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of interest in excess of that now justified by the credit of the 
Government of the United States of America; and 

Whereas the British treasury has successfully converted its war- 
time obligations from a rate approximating 5 percent per annum 
to a rate of less than 344 percent per annum, effecting a saving 
of $38,000,000 a year by an appeal for voluntary reduction in 
interest paid to the holders of its bonds; and 

Whereas the French treasury, by appeal to the patriotism of 
the French bondholders, also succeeded in bringing about a sub- 
stantial 3 in the interest rate on its outstanding obliga- 
tions; an 

Whereas the Government of the United States has demonstrated 
its ability to borrow at less than the present average price of its 
outstanding obligations, particularly war-time obligations; and 

Whereas an appeal to patriotic holders of Government obliga- 
tions, particularly war-time obligations, to convert their bonds 
* into new bonds bearing a lower and more equitable yield would, 
if successful, tend to equalize the burden which must be borne by 
all sections of the country in the hour of national difficulty; and 

Whereas practically all other elements of the country, excepting 
only the creditors of the Government of the United States, have 
either been called upon or compelled to contribute toward the 
maintenance of the national credit; and 

Whereas reduction of the interest burden would strengthen the 
national credit and greatly increase the borrowing power of the 
Government of the United States; and 

Whereas the Government of the United States is faced with the 
immediate necessity of finding additional sources of revenue with 
which to pay interest on expenditures made necessary by the 
national emergency; and 

Whereas many of the holders of Government obligations pay no 
taxes on the income derived from these obligations; and 

Whereas creditors of the Government of the United States have 
generally been insistent upon rigid national economy, not, how- 
ever, including reduction in interest on Government obligations; 
and 

Whereas such a reduction is consistent with a of na- 
tional economy and with prevailing prices for Government money: 
Therefore be it 

Resolved, That the Senate of the United States request, and it 
hereby does request, the Secretary of the Treasury of the United 
States to call immediately upon holders of United States Govern- 
ment bonds, particularly those issued to finance the World War, 
to exchange their bonds for new bonds of an issue to be known as 
the new Liberty Loan of 1933, and bearing a lower rate of interest, 
which would effect a saving as nearly as possible sufficient to 
service such additional loans as may be made necessary by the 
pending public-works program, and by such other emergency 
needs of the Government as the President may see fit to pre- 
scribe, such conversion loan to bear interest, however, at a rate 
not less than the rate paid to depositors in United States Postal 


Savings banks. 
“ WHAT ABOUT GOLD? "—ARTICLE BY F. A. VANDERLIP 


Mr. WHEELER. Mr. President, I ask unanimous consent 
to have inserted in the CONGRESSIONAL RECORD a very inter- 
esting article by Frank A. Vanderlip, a well-known financier 
and economist, published in the Saturday Evening Post, on 
gold and its historical position in our monetary system. 

There being no objection, the article was ordered to be 
printed in the Recorp, as follows: 

[From the Saturday Evening Post, May 27, 1933] 
WHAT ABOUT Gop? 
By Frank A. Vanderlip 

There are few words so deeply ingrained in our minds as is this 
word “ gold.” It has had deep-rooted significance in human think- 
ing for 3,000 years. The uses of the metal have become so com- 
plex that it is doubtful if the most highly trained specialists have 
more than a vague conception of its complete economic ramifica- 
tions. But the word has an elemental concept in every mind; 
gold is the epitome of wealth. 

If I were asked to recommend a course of reading designed to 
give one as complete knowledge as possible regarding gold, I would 
not start with any book on economics nor any address made by 
a banker. I would rather head the list with such a book as 
Frazier’s Golden Bough, which is an anthropological study of 
primitive psychology, particularly a history of superstitions and 
social taboos. The reason for that is that to understand the sub- 
ject of gold first requires a mental housecleaning. One ought to 
get rid of preconceptions, of misconceptions, economic supersti- 
tions, and hereditary beliefs. That is extremely difficult and has 
been accomplished by few among the whole breed of economists 
and bankers, to say nothing about the layman’s state of mind. 
Veritable golden streets in paradise rest on no better foundation 
than do many soberly regarded, orthodox views concerning the 
functions of gold in our present-day economy. 

HOW HARD MONEY BEGAN 

As our conception of gold has its roots running back nearly 
3,000 years into history, it would be useful to reflect on the primi- 
tive economic origin of that conception. 

When men passed out of the barter stage, in which goods could 
only be exchanged for other goods, it was obviously necessary to 
invent some means for giving a common price measure to all those 
things desirable to exchange, one for another. The precious 
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metals, naturally, became such a price measure. They were in- 
herently desirable. They had numerous advantages. Their rarity 
prevented sudden additions to the total stock; they offered a com- 
pact storehouse of value; they could be easily t rted or 
stored; being homogeneous, they could be divided; they were easily 
recognized and not readily simulated. So it was the natural thing 
after flocks and herds ceased to be a common measure that the 
precious metals should begin to perform that function. The earli- 
est coinage we know about was begun by the Greeks in the seventh 
century, B.C. There had been material advance in civiliza- 
tion and great social development before mankind got out of the 
barter stage and started to develop anything like a price system as 
we know it. 

Throughout primitive time, so it came about, after man aban- 
doned shells, sheep, and cattle as measures of value in exchange 
for other things, the money used was hard money. It was coined 
copper, silver, and gold; and its function was easily understood. 

The next step grew out of the necessity for the safe-keeping of 
any hoard of coin. Thieves might break in and there was need 
of strong boxes. The safest strong boxes were the property of the 
goldsmiths, so it naturally came about that men would take coin 
to a goldsmith in whom they had confidence and leave it with 
him. Written receipts for the deposited coin was the next obvious 
step. If there was general reliance on the probity of the gold- 
smith, those paper receipts became in a sense the equivalent of 
the gold itself. Instead of drawing out the gold when wanted, 
such a receipt might be as acceptable for the time being as the 
actual gold coin which had been warehoused in the goldsmith's 
strong box. The amount of the receipt might not correspond 
with the size of a particular payment, and it came about that the 
individual would write an order on the goldsmith. Up to the 
time of that phase, the goldsmith, who was ultimately to become 
the banker, was merely a warehouseman; but the goldsmith’s 
receipts were in circulation and were performing the function of 
money. There was then, or should have been, always an amount 
of gold in the strong box equal to the receipts that were out- 
standing. 

Let us try to picture what was the next phase, for it was an im- 
portant step. Let us imagine a small cargo of rugs arriving at a 
Mediterranean port. Suppose there were two wealthy and experi- 
enced merchants who were prepared to compete for the cargo, and 
who each had, in his own or in the goldsmith’s strong box, the 
gold necessary to complete the transaction. There were thus two 
competitors, and the resulting price would have been within the 
range of their particular ideas of value. 

Now, let us suppose that there was also a shrewd, adventurous, 
and successful young merchant, confident he could su 
resell the rugs, but lacking sufficient gold to make the original 
purchase. Reflecting on this situation, eager to develop his busi- 
ness, he conceived an economic invention. He may have looked 
toward the goldsmith, whose coffers were filled with other people's 
coin, against which there was outstanding an equal amount of 
the goldsmith's receipts. These receipts were “as good as gold“; 
they were passing from hand to hand; few were presented, and the 
actual gold lay there uncalled for. 


PAPER GIVEN FOR GOLD 


Our adventurous young merchant convinced the goldsmith that 
if he would loan him, not gold but merely a written receipt for 
gold, he could compete for the rugs. He convinced the goldsmith 
that when the owner of the cargo of rugs had completed their 
sale he in turn intended to purchase another cargo of goods in 
the local market; that this same gold receipt would be the means 
by which the sale of the rugs and the purchase of the new cargo 
were to be consummated; and that the gold itself was likely to 
remain untouched. The receipt the merchant borrowed would 
thus in turn be used by the original rug seller to buy other goods; 
and in due course, after the rugs had been retailed, the debt, with 
interest, would be paid and there would be profit both to the mer- 
chant and the goldsmith. It was impressed upon the goldsmith's 
mind that if he thus wrote a receipt for gold it would not mean 
that someone would come with it and demand coin, but that the 
order would circulate as other orders were circulating—as money— 
and could be canceled as the rugs found ultimate purchasers. The 
goldsmith agreed to the plan, and modern commercial-deposit 
banking was born. 

A NEW BURDEN LAID UPON GOLD 


Now, let us trace the effect. Instead of two competitors for 
the rugs there were three. The total purchasing medium of the 
community had been increased. 

Higher prices resulted because a new man came into the field 
with buying ability. Increased buying power had been created by 
credit. A new factor in price making had been created which 
clearly tended to advance the price. The goldsmith was recom- 
pensed for this gold order and he found the business safe and 
profitable. He expanded the plan. 

The goldsmith could increase the amount of these orders as 
long as he kept on hand a sufficient supply of coin to make it 
safe for him to have outstanding more orders than he held gold. 
In order to be safe, the amount of such orders had to be limited 
and held within sound limits by that element of safety—an ade- 
quate gold reserve. That is exactly what is meant by the fateful 
percentage in modern bank statements which is called “the per- 
centage of reserve to liability.” 

Here we see a new burden laid upon gold; a new function that 
it must perform. In addition to serving as a medium of ex- 
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addition to its belng a storehouse of wealth, it became a reserve 
upon which to base that form of credit by which the goldsmith 
had more receipts for gold outstanding than he had gold in his 
strong box. Coins and the receipts for coins could now be ex- 
changed for every other sort of property. If one did not wish to 
buy other property for the time being, both the coins and the 
receipts became a store and representative of wealth. So we now 
see three functions of gold. 

As trade developed between different communities and different 
countries, the goods brought into a community substantially bal- 
anced the goods taken out; but if the total goods brought into a 
country exceeded in value the total taken out, there was a net 


deficit that must be settled in something other than goods. That 
could be settled by the shipment of gold. 
There was a regulatory action here that was important. The 


countfy that imported more than it exported, having to settle the 
difference in gold, immediately experienced a profound effect aris- 
ing from that drain on its gold stock. Gold was the money basis. 
Its abundance meant higher prices; its scarcity meant lower 
prices. The country that shipped gold in sufficient amount ex- 
perienced a sharp fall in the prices of all things. That made it a 
poor place for other countries to ship their goods to and, con- 
versely, 2 good market for foreigners to buy in. Thus that coun- 
try’s balance of trade was automatically regulated; if it bought 
too much and shipped too little, settling the difference in gold, 
the loss of the gold depressed prices, the country bought less and 
sold more, and thus restored its trade balance. We have now 
considered gold used in four ways—as a medium of exchange, as 
a storehouse of value, as a reserve against bank deposits, and as 
a means for settling foreign-trade balances. 

Let us come forward a few hundred years and examine our own 
money today. First, we have exactly the same type of paper that 
the goldsmith originally issued—warehouse receipts. As metal 
was more unwieldy than paper and as we grew used to the con- 
venience of paper money, the Government issued gold and silver 
certificates. They represented gold and silver coin actually de- 
posited in the Treasury, against which the Government issued 
its receipts. 

A gold certificate, on which is printed the statement that there 
has been deposited gold in the Treasury which will be returned 
on demand in exchange for the certificate, meant that anyone 
holding such a gold certificate was free to make that exchange. 
The contract was the simplest and plainest of agreements. The 
gold had been deposited in the Treasury, a receipt had been given 
for it, just as the early goldsmiths gave receipts, and on surrender 
of the receipt the gold was to be handed over. That was not an 
easy contract to change. In effect it was changed by the emer- 
gency legislation passed early in March, although we still pro- 
fessed to be on the gold basis. 


WHEN EVERYBODY WANTS HIS MONEY 


What had happened was that the public had made a run on 
gold. Many millions of gold were being withdrawn in exchange 
for paper currency which bore the promise that it was exchange- 
able for gold. People had long preferred to have a paper repre- 
sentative of gold instead of gold itself. They now became fearful 
that the banking situation, plus the fact that the Government 
was spending more than it obtained from taxes, would lead to 
further issues of paper currency by the Government or by the 
Federal Reserve banks, and they preferred to have the veritable 
gold coin to any promise to pay gold coin. This demand for gold 
came in such a rush that it seemed impossible that it could be 
met, great as was our supply of gold. 

Emergency legislation was hurriedly passed under which the 
President directed that no more gold should be paid out, that 
none should be shipped abroad except under special licenses, that 
all gold coin held by individuals should be returned, and severe 
penalties were suggested compelling such return. More than 
500 millions of gold were returned in exchange for paper money 
which still legally promised that it was convertible into gold. In- 
stead of the Government frankly breaking that promise when it 
was found impossible to keep it, it was made a crime to hoard gold. 
It was still declared that we were on a gold basis. 

All forms of money in this country have been legally convertible 
into gold, either directiy or indirectly. This was explicitly pro- 
vided by a law passed in 1900, but that conversion has actually 
broken down. 

Practically all debt obligations of the Government are also pay- 
able in goid by their terms. That obligation has broken down. In 
spite of that fact, nine hundred millions of Treasury notes were 
sold on the 15th of March, and those notes still contained the pro- 
vision that they were payable in gold of the present standard. This 
was a curious example of anthropological taboo, illustrating the 
adherence in form to an engagement r which there was 
in fact no true intention to discharge the obligation. 

A function of money which is of the greatest importance in a 
capitalistic economy is its value in relation to deferred payments. 
Let us think just what that means. All debts payable at some 
future time are deferred payments: Life-insurance policies, old-age 
annuities—every form of obligation that is a definite agreement 
to pay a given number of dollars at a future date comes under 
this head. Whoever parts with his money today with the expecta- 
tion of getting it back at some future time is vitally concerned 
with the future value of the dollar. It is important to get back 
the dollar with interest, but it is just as important to know what 
goods that dollar will then buy. 

Suppose one is contemplating providing for old age by purchas- 
ing an annuity. He knows what his dollars are worth in exchange 
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for things today, and he is inclined toward the presumption Tn 
the dollars will be substantially as valuable, will purchase rela 
tively the same number of things, 20 or 30 years hence. 

If all instinct for thrift and careful provision for the future is 
not to be destroyed, it is necessary that the long-range value of 
the dollar should not change substantially from the present value. 
We are inclined to belfeve that it will not and to make sacrifices 
of purchasing ability today in order to insure that at some time 
in the future we may have the same purchasing ability plus the 
accumulation of interest. 

As a matter of fact, we have no such assurance of the dollar's 
unchanging value. The record of the price level and our expe- 
rience are vivid proofs of this. Nevertheless we go on as instinc- 
tively as bees store up honey, parting with our present dollars in 
the instinctive belief that the dollars we hope to get back will, in 
general, have the same command over the acquisition of goods as 
did the dollars we invested. A part of that belief is tied up with 
our traditional feeling that gold is gold; that the same number of 
grains of gold that constitute a dollar today will, if maintained as 
the standard dollar, insure the stability of the dollar through a 
generation and provide the same quantity of things in exchange 
that they do now, if we will only hold to the same number of 
grains of gold. We have seen the value of those grains of gold 
nearly double in the 3 years of the depression. We saw it almost 
cut in two in the years of the Great War and those immediately 
following. But most people cling to the belief that a dollar re- 
deemable in a fixed number of grains of gold is an unchanging 
standard, cling to it with the persistence with which a primitive 
mind clings to a superstition. 

I remember a calculation which I made in 1920 to illustrate what 
was then going on in the way of a changing value of the doilar. 
The position was the reverse of what we have recently expe- 
rienced, Prices were rising, or gold was depreciating, whichever 
way one chooses to regard it. 

This was my calculation: A thousand dollars placed in a savings 
bank and left to accumulate at compound interest will double in 
about 18 or 20 years. Ifa person had placed a thousand dollars in 
a savings bank in 1902 he would have had $2,000 in 1920: For his 
original thousand dollars he could have bought a given amount of 
general goods. After 20 years of abstinence, such a depositor in a 
savings bank, und to buy the things he could have origi- 
nally bought with his thousand dollars, would have found that 
he was unable to buy twice as much for two thousand as he could 
originally haye bought for one thousand. The distressing fact was 
that to have bought what he could originally have purchased for 
a thousand dollars he would have to add to the two thousand 
accumulated in his savings account an additional thousand. The 
reason for that is that the price index, which in 1900 was 56.1, 
had advanced in 1920 to 154.4, nearly 200 percent. 

The advance in the value of the dollar in the past 3 years has 
not been so great as was the decline in the period I have been 
reviewing, but it has been sufficient to illustrate vividly the oppo- 
site side of the picture. The man who borrowed money in 1929 
is at almost as great disadvantage as was experienced by the 
creditor in the period of rising prices, During all that time, 
however, the dollar represented the same number of grains of gold. 

There is general understanding that the course of prices is 
influenced by the quantity of money. The economists have em- 
bodied that in what they term the “quantity theory of money.” 
In its simplest form, this means that in an isolated community 
having a steady volume of business and doing all that business on 
a cash basis where the matter of bank credits is not involved, 
there is a direct relation between the price level and the volume of 
currency. In other words, in such a community where all other 
influences are cut off, if the volume of currency is doubled, prices 
will be doubled, and if the volume is halved, prices will be cut in 
two. 

That is a simple theory, easily understood. It should not be too 
readily applied to more complex conditions. In practice, when we 
introduce all the complexities of bank credit as a purchasing 
medium, and the complications of velocity—the greater or less 
speed with which money circulates—the practical results bear 
little apparent relation to the volume of money. Of course, it is 
obvious that if there is a sufficient increase in a country’s cur- 
rency, prices will advance. We saw that when a postage stamp 
in Germany cost 600,000 marks. No one should, however, accept 
the simple statement of the quantity theory of money and ex- 
pect, in our complex order, to see an exact relationship between 
prices and the volume of currency. 

POST-WAR BURDENS ON GOLD 


Our traditional faith in gold is buttressed by a long experience 
prior to the outbreak of the Great War, in which the gold stand- 
ard, operated by highly expert English bankers, functioned with a 
fair degree of satisfaction. The memory of much of that period 
is the foundation of the economic thinking of most mature busi- 
ness men. It is true that England has been off the gold basis for 
36 of the past 136 years, but, nevertheless, there was so long a 
period during which London was the financial center and the 
world’s clearing house, and the English bankers managed the gold 
standard with such effectiveness that it has left the belief firmly 
ingrained in the minds of men who were in business during the 
latter part of that period that an unchangeable goid standard is 
the foundation cornerstone of the monetary system, that any 
criticism of it is heretical, and that any proposal to change it is 
dangerous and harebrained. 

There are some features connected with the post-war situation, 
however, which need to be considered before one can too hope- 
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fully believe that it is possible to go back to such an orderly’ 
working of the gold standard as characterized a long period prior 
to 1914. There have been new obligations placed upon gold which 
must in the future be controlled if the gold standard is again to 
work with the smoothness with which it once did. 

I have already tried to explain some of the fundamental obliga- 
tions which lie on gold: Its use as currency, as a storehouse of 
value, as a reserve basis against paper currency, and as a reserve 
control on the banker, limiting him from keeping more loans upon 
his books than his reserve of currency to meet the probable cur- 
rency withdrawals will warrant. This last function, let it be 
remembered, is just the same limitation that was placed upon the 
goldsmith issuing more receipts for gold than his store of actual 
coin made it safe to do. Then there is the regulatory function 
which comes into play when a country’s imports exceed its ex- 


ports, 

We have found, since the Great War, that this function is not 
working well. It has been interfered with by a general movement 
throughout the world to increase customs barriers. Instead of 
permitting a normal flow of gold to correct a trade balance, tariff 
barriers, quotas, and import licenses have been devised to keep 
out goods and to force gold shipments in their place. We have 
ourselves offered a notable illustration of this attempt, but similar 
political theories have become almost world-wide, and gold now 
flows from one country to another impelled by motives quite apart 
from settling normal trade balances. 

Since the war, there have come into play still other impressive 
obligations upon gold. During the time prior to the war, when 
England was managing the gold standard, that country was prac- 
tically the only important investor in foreign securities. If a 
country needed to ship gold in order to balance its foreign trade, 
England would frequently accept debt obligations, either of the 
government or of individuals in the country concerned, instead 
of compelling an adjustment by gold shipments. Her growing 
wealth tted her to do this on a large scale. At the outbreak 
of the war, she had accumulated an equivalent of $20,000,000,000 
in such foreign obligations. During and since the war, there grew 
up a great mass of internationally owned securities. Such securi- 
ties can be thrown back upon a market and turned into a demand 
upon gold having no reference to foreign trade, but they do turn 
into an absolute command over the country’s gold base. 

We do not have much accurate information of the amount or 
whereabouts of such internationally owned securities, and less 
knowledge of the psychology of the owners of such obligations. 
That is to say, we do not know what motives may move them to 
return securities to the markets of the countries in which they 
originate. 

If a central bank has foreign deposits which may be withdrawn, 
it knows something in regard to the amount of gold which it must 
hold free as a reserve against those deposits. But such a central 
bank never knows what demands may fall upon it resulting from 
the return to its national markets of securities held by foreign 
investors. The close margin by which we came near going off the 
gold basis in June 1932, was largely the result of foreign holders 
of American securities throwing those obligations onto our market. 


FLIGHTS OF CAPITAL 


Another even more incalculable factor has arisen from the growing 
practice of central banks keeping deposits in other central banks. 
In doing that, they have pyramided the obligation on identical 
masses of gold. The gold is first held as a reserve against obliga- 
tions of the central bank which has the actual gold in its vaults. 
If its deposits include balances of other banks, the same gold 
may be counted as a reserve against the obligation of those 
foreign banks. 

Another incalculable strain has been put upon gold by the 
amount of liquid capital belonging to timid, shrewd individuals 
which is moved from one country to another seeking economic 
safety. If an individual exports liquid capital from one country 
to another, the effect upon the exchanges is the same as if goods 
had been exported, but in the operation there is no relation to 
the movement of goods. A flight of capital, motivated by fear, 
could push a country off the gold basis even while its export of 
commodities still left it with a favorable trade balance. 

This freedom in the movement of timid liquid capital, together 
with the incalculable movement of internationally owned secu- 
rities—neither of these movements being related to the balance 
of trade resulting from a country’s normal imports and exports— 
has brought into the management of the gold standard forces 
which are comparatively new in finance. It should be noted that 
the debts growing out of the war, and having no relation to cur- 
rent trade movements, are a of those new forces. 

The operation of all the obligations which have been heaped 
upon the gold standard has caused one country after another to 
abandon it, until there are only six countries that can, even by a 
stretch of the imagination, be considered on a gold basis—France, 
Switzerland, Holland, Belgium, Italy, and Poland. Even they are 
only nominally on a free gold standard, all having one form or 
another of restriction, none permitting the use of gold in general 
circulation and none offering completely free exchange of currency 
for gold. After it was declared criminal, in the United States, to 
hold gold and after regulations prohibiting its export except under 
license, we still nominally claimed to be on a gold basis, until the 
license restrictions were so sharply defined in April as to make 
such claim absurd. Nearly all countries that have abandoned the 
gold standard, and part of those that are nominally left on it, have 
already devaluated their currency. That is to say, they have re- 
duced the amount of gold represented by the unit of their national 
currency. 
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PERHAPS AN EINSTEIN NEEDED 

France has about a quarter of all the monetary gold in the 
world—a store second only to our own. But a French franc now 
represents about one fifth as much gold as it did before the franc 
was devaluated. Belgium reduced the value of her standard even 
lower than did France; Italy not quite so low. It has been the 
common course since more than 30 nations went off the gold 
standard ultimately to change the amount of gold which each 
currency nominally represents. 

Orthodox thinking about money and prices is shackled by 
superstition, by long usage and practices, by both national and 
individual selfishness, by the wholesome fear of change. Few of 
the orthodox thinkers have either the breadth of technical expert- 
ness or the scientific habit of mind that will permit them to take 
a fresh and clear view. Not many heads of great banks have a 
contemplative mental habit. If they did, they would not be the 
heads of great banks. It is expecting too much to hope that there 
will come from the overburdened brains of practical bankers a 
vision of the true functions of gold and of money. It is like ex- 
pecting the high priests of a superstition-filled religion to reform 
its theology. Anything that the orthodox financiers agree is rad- 
ical thinking quickly wilts in the atmosphere of the banking room. 
There might come forth a Martin Luther banker, but he would 
find it very difficult to nail his defy to the bronze doors of the 
banking cathedral. 

Even that does not make me hopeless that we may come to a 
better understanding of gold and all that hinges upon it. In the 
past 30 years we have seen the basis of our fundamental concep- 
tion of physics, of our understanding of the very nature of matter, 
undergo profound change. Perhaps we need an Einstein who will 
develop a theory of economic relativity. It is certainly true that 
it would be more useful to evolve an exact, understandable, con- 
vincing formula covering all the functions of gold, than it would 
be to discover how to make the alchemists’ dream come true. 


RECESS 


Mr. ROBINSON of Arkansas. I understand that there are 
a number of important committee meetings to be held in the 
morning. I, therefore, move that the Senate take a recess 
until 12 o’clock noon tomorrow. 

The motion was agreed to; and (at 6 o’clock and 8 minutes 
p.m.) the Senate took a recess until tomorrow, Thursday, 
May 25, 1933, at 12 o’clock meridian. 


HOUSE OF REPRESENTATIVES 
WEDNESDAY, May 24, 1933 


The House met at 12 o’clock noon. 
The Chaplain, Rev. James Shera Montgomery, D.D. 
offered the following prayer: 


O Thou to whom we turn as our loving Heavenly Father, 
accept our praise and our gratitude for Thy loving provi- 
dence at the beginning of another day. We pray for that 
understanding, for that vigor of thought, and for that con- 
viction that shall be ours as we meet the challenge of the 
problems of this day. Strengthen us, our Heavenly Father, 
so that we shall be altogether adequate to approach every 
question. We thank Thee for life, for its visions, for its 
privileges, and for its possibilities. O urge us to grasp it 
with energy that fires and with wills that flame. Gracious 
God, may we share Thy thoughts, and let Thy sense of 
justice and goodness possess us. Each day may our lives be 
of some real service to the world, made so by the spirit of 
Him who was earth’s humblest servant, man’s greatest 
friend, and Master of all. Amen. 


The Journal of the proceedings of yesterday was read 
and approved. 


MESSAGE FROM THE SENATE 


A message from the Senate, by Mr. Horne, its enrolling 
clerk, announced that the Senate had passed without amend- 
ment bills of the House of the following titles: 

H.R. 4014. An act to authorize appropriations to pay in 
part the liability of the United States to the Indian pueblos 
herein named, under the terms of the act of June 7, 1924, 
and the liability of the United States to non-Indian claim- 
ants on Indian pueblo grants whose claims, extinguished 
under the act of June 7, 1924, have been found by the 
Pueblo Lands Board to have been claims in good faith; to 
authorize the expenditure by the Secretary of the Interior 
of the sums herein authorized and of sums heretofore appro- 
priated, in conformity with the act of June 7, 1924, for the 
purchase of needed lands and water rights and the creation 
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of other permanent economic improvements as contemplated 
by said act; to provide for the protection of the watershed 
within the Carson National Forest for the Pueblo de Taos 
Indians of New Mexico and others interested, and to author- 
ize the Secretary of Agriculture to contract relating thereto; 
and to amend the act approved June 7, 1924, in certain 
respects; 

H.R. 5152. An act granting the consent of Congress to the 
State Highway Commission of Virginia to replace and main- 
tain a bridge across Northwest River in Norfolk County, Va., 
on State Highway Route No. 27; 

H.R. 5173. An act granting the consent of Congress to the 
State Highway Commission of Virginia to maintain a bridge 
already constructed to replace a weak structure in the same 
location, across the Staunton and Dan Rivers, in Mecklen- 
burg County, Va., on United States Route No. 15; and 

H.R. 5476— An act to extend the times for commencing 
and completing the construction of a bridge across the 
Savannah River at or near Burtons Ferry, near Sylvania, Ga. 

The message also announced that the Senate had passed 
bills of the following titles, in which the concurrence of the 
House is requested: 

S. 284. An act authorizing the conveyance of certain lands 
to school district No. 28, Deschutes County, Oreg.; 

S. 813. An act to remove the limitation on the filling of the 
vacancy in the office of senior circuit judge for the ninth 
judicial circuit; 

S. 860. An act for the relief of George W. Edgerly; 

S. 879. An act for the relief of Howell K. Stephens; 

S. 1129. An act to amend sections 361, 392, 406, 407, 408, 
409, 410, 411, and 412 of title 46 of the United States Code 
relating to the construction and inspection of boilers, un- 
fired pressure vessels, and the appurtenances thereof; 

S. 1514. An act authorizing the Administrator of Veter- 
ans’ Affairs to convey certain lands to Harrison County, 
Miss.; 
S. 1518. An act providing for waiver of prosecution by in- 
dictment in certain criminal proceedings; 

S. 1548. An act for the relief of Harry Flanery; 

8.1562. An act granting the consent of Congress to the 
Levy Court of Sussex County, Del., to reconstruct a bridge 
across the Deeps Creek at Cherry Tree Landing, Sussex 
County, Del.; 

S. 1564. An act to revive and reenact the act entitled “An 
act authorizing the Great Falls Bridge Co. to construct, 
maintain, and operate a bridge across the Potomac River at 
or near Great Falls”, approved April 21, 1928; 

S. 1581. An act to amend the act approved July 3, 1930 
(46 Stat. 1005), authorizing commissioners or members of 
international tribunals to administer oaths, etc.; 

S. 1587. An act to amend an act entitled “An act to rec- 
ognize the high public service rendered by Maj. Walter Reed 
and those associated with him in the discovery of the cause 
and means of transmission of yellow fever ”, approved Feb- 
ruary 28, 1929, as amended, by including Roger P. Ames 
among those honored by said act; 

S. 1634. An act to provide for the redemption of national- 
bank notes, Federal Reserve bank notes, and Federal Reserve 
notes which cannot be identified as to the bank of issue; 

§. 1659. An act to authorize an increase in the number of 
directors of the Washington Home for Foundlings; 

S. 1724. An act authorizing the reimbursement of Edward 
B. Wheeler and the State Investment Co. for the loss of cer- 
tain lands in the Mora Grant, N.Mex.; 

S. 1727. An act for the relief of Earl A. Ross; and 

S. 1728. An act for the relief of Frank Ross. 

The message also announced that the Senate had agreed 
to the report of the committee of conference on the dis- 
agreeing votes of the two Houses on the amendments of the 
House to the bill (S. 753) entitled “An act to confer the 
degree of bachelor of science upon graduates of the Naval, 
the Military, and the Coast Guard Academies.” 

The message also announced that the Senate had agreed 
to the report of the committee of conference on the dis- 
agreeing votes of the two Houses on the amendment of the 
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Senate to the bill (H.R. 5480) entitled “An act to provide 
full and fair disclosure of the character of securities sold 
in interstate and foreign commerce and through the mails, 
and to prevent frauds in the sale thereof, and for other 
purposes.” 
CALENDAR WEDNESDAY 
Mr. BYRNS. Mr. Speaker, I ask unanimous consent that 
business in order on Calendar Wednesday may be dispensed 
with today. 
The SPEAKER. Is there objection to the request of the 
gentleman from Tennessee [Mr. Brrns]? 
There was no objection. 
PUBLIC WORKS BILL 
Mr. POU, from the Committee on Rules, reported the 
following resolution (H.Res. 160) for printing in the Recorp 
under the rule: 
House Resolution 160 
Resolved, That upon the adoption of this resolution it shall be 
in order to move that the House resolve itself into the Committee 
of the Whole House on the state of the Union for the considera- 
tion of H.R. 5755, a bill to encourage national industrial recovery, 
to foster fair competition, and to provide for the construction of 
certain useful public works, and for other purposes, and all points 
of order against said bill are hereby waived. That after general de- 
bate, which shall be confined to the bill and shall continue not 
to exceed 6 hours, to be equally divided and controlled by the 
Chairman and ranking minority member of the Committee on Ways 
and Means, the bill shall be considered as having been read for 
amendment. No amendment shall be in order to said bill except 
amendments offered by direction of the Committee on Ways and 
Means, and said amendments shall be in order, any rule of the House 
to the contrary notwithstanding. Amendments offered by direction 
of the Committee on Ways and Means may be offered to any section 
of the bill at the conclusion of the general debate, but said amend- 
ments shall not be subject to amendment. At the conclusion of 
the consideration of the bill for amendment the Committee shall 
rise and report the bill to the House with such amendments as 
may have been adopted, and the previous question shall be con- 
sidered as ordered on the bill and amendments thereto to final 
passage without intervening motion except one motion to recommit. 


PERMANENT REHABILITATION OF THE AMERICAN VETERANS 


Mrs. JENCKES. Mr. Speaker, I ask unanimous consent to 
address the House for 3 minutes. 

The SPEAKER. Is there objection to the request of the 
lady from Indiana? 

There was no objection. 

Mrs. JENCKES. Mr. Speaker, I wish at this time to invite 
the attention of the House of Representatives to the present 
status of the American veteran. And in doing so, perhaps a 
woman's viewpoint might be helpful. 

At 12 o’clock noon on Saturday, May 13, a group of vet- 
erans from the State of Indiana visited my office and ap- 
pealed to me to assist them in a predicament they were in. 

They came to Washington to attend the 1933 bonus en- 
campment which was arranged by veterans. A committee 
had been organized, known as the “ Liaison Committee of the 
Rank and File.” This committee was in charge of the regis- 
tration of veterans who were to be the guests of the Govern- 
ment at Camp Fort Hunt through governmental facilities 
provided at the request of President Roosevelt. 

The veterans, upon arriving in Washington, learned that 
certain members of the committee in charge of affairs at 
Fort Hunt were acknowledged Communists. The veterans 
refused to recognize a committee whose membership con- 
tained Communists, and they had spent several days and 
nights trying to cause the removal of the Communists from 
the committee, without success. They advised that the ob- 
jective of communism is contrary to all established princi- 
ples upon which the Government of the United States was 
founded. 

They preferred to endure the hardships of going without 
food or shelter rather than surrender their ideals of pro- 
tection of the principles of our American Government. They 
presented a petition to me, signed by over 200 men, a number 
of them being honor-medal men. 

I then personally visited the veterans at Seaton Park. A 
group numbering approximately 500 men were assembled 
there without food, shelter, or sanitary accommodations, 
The ground was wet and soggy and a misting rain was fall- 
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ing, and the men were in a very deplorable condition and 
were subject to the dangers incident to exposure to the 
elements. s 

I immediately conferred with the White House, the Met- 
ropolitan Folice, and the Veterans’ Administration officers, 
and after much effort was able to secure the whole-hearted 
cooperation of all concerned, and an order was issued at 
7 pm. to permit the men to enter Fort Hunt on an inde- 
pendent basis, unattached to the liaison committee. I per- 
sonally addressed the men in Seaton Park and urged them 
to go immediately to Fort Hunt and cooperate with the 
Officials there. Their compliance with my suggestion made 
me very happy, because I knew they would be protected 
from the elements and would find good food awaiting them, 
and that was my immediate concern. I desire at this time 
to pay tribute to them for their steadfast adherence to their 
patriotic ideals in face of the hunger and suffering they 
were enduring. Several of the men were accompanied by 
women members of their families, and the women were ade- 
quately provided for through arrangements made by the 
Metropolitan Police. 

On Sunday I visited the men at Fort Hunt, and they 
advised me they appreciated and were grateful to Presi- 
dent Roosevelt for his consideration and interest. They 
also advised me they would follow the President’s sug- 
gestions. This, I am happy to report to the House of Rep- 
resentatives, they did in every instance. 

In the face of spoken and printed propaganda circulated by 
the Communists deriding the efforts of the President and the 
Congress and in opposition to the vote of the majority of 
the convention these veterans gratefully accepted President 
Roosevelt’s offer of temporary relief in the reforestation 
work, and their patriotic and loyal action soon won followers 
from the left wing of the encampment, so that when Camp 
Fort Hunt was closed as a bonus encampment the change 
was made in a dignified American manner, creditable to the 
President and the veterans alike. 

During the progress of the convention the right wing felt 
they could not agree with the conclusions of the convention 
and desired to present their petition to the President in 
person. They asked my assistance in arranging an appoint- 
ment, which I made, and the veterans were pleased with the 
cordial reception accorded them. 

I have today received a communication from the leaders 
of that group of the 1933 bonus encampment which opposed 
the attempt to mix communism with veteran affears. It is 
this group who approved the President’s suggestions with 
reference to the veterans accepting temporary assistance in 
the reforestation camps. 

The letter is as follows: 

WASHINGTON, D.C., May 22, 1933. 
Mrs. VIRGINIA E. JENCKES, 
Member of Congress, Washington, D.C. 

My Dear Mas. JENCKES: Now that the 1933 bonus encampment 
at Fort Hunt has passed into pleasant memories of the American 
veterans, it is proper and fitting that an expression from the right 
wing of the 1933 bonus encampment should be made in order to 
truthfully and authoritatively state the position of those veterans 
who desired to petition their President and their Government who 
believe in the American Constitution and who are opposed to the 
affiliation of the Communist Party in American veteran affairs. 
With this thought in mind, we, the committee, who have coop- 
erated with you and other governmental officials, desire to make 
this official statement, and we respectfully request you to transmit 
same to the Congress: 

(1) We affirm our allegiance to our Government and we will 
support its institutions. 

(2) While we are suffering destitution and privations, we place 
the security of our Government above our own needs and require- 
ments, and we hereby plead with our President and the Congress 
as a first step toward a permanent rehabilitation of the American 
veterans to take such steps as are necessary to prevent the inroads 
of communism in the affairs of our veterans, our Army, Navy, 
and Marine Corps, as well as governmental employees. 

(3) It is our very sincere belief that permanent rehabilitation 
of the American veteran can be best accomplished by the imme- 
diate payment, all or in part, of the adjusted-service certificates, 
the immediate care and hospitalization of those veterans who are 
physically incapacitated, the adoption of such laws or regulations 
which would permit or require the employment of veterans in 
industry under control of the Government or Federal employment. 

(4) Having complete faith in our President, Franklin Delano 


Roosevelt, who served with us in the World War, we petition his 
thought and consideration for our urgent needs and necessities 
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with the hope that, in the plans for the rehabilitation of the 
Nation from the depression, will be included a comprehensive and 
just plan for the rehabilitation of the destitute and incapacitated 
veteran on a permanent basis. 

We respectfully submit this appeal with the hope that we may 
be accorded consideration promptly. 

VETERANS’ CONVENTION, RIGHT WING, 
Composed of Delegates from All Veterans Organizations. 
Mike Thomas, chairman; Albert Wood, John H. Newlin, 
Robert Dessoff, C. A. Titterington, E. B. McDade, John 
P. Dear, Guy Williams. 

Now, my colleagues, you have heard an appeal which cer- 
tainly deserves the sincere thought of all of us who are in- 
terested in all phases of our Nation’s rehabilitation. 

The permanent rehabilitation of our veterans and their 
restoration to their place in American citizenship should be 
and must be a very definite part of our national effort toward 
bringing prosperity back to the American people. 

We have given the President of the United States wide 
authority and power to do any and all things necessary to 
face our Nation toward prosperity. And we are proud of 
his masterful leadership which has already recorded benefits 
for the people. And I ask you, my colleagues, is it not im- 
portant to again invest our President with wide authority 
to do any or all things necessary to restore our veterans to 
their place in our American citizenship? 

We all, especially we women, remember how we sent our 
soldier boys away to war, with the anxious hours and the 
Scanning of the casualty lists, the relief when the names we 
loved were not there, and the distress of all those days of 
uncertainty. They went forth and rendered an everlasting 
service to their Nation and the world. But what did they 
come back to? The annual blooming of the poppies asks us 
that question each year. The rows and rows of white crosses 
over in Arlington ask us the same question. And the Ameri- 
can women are trying to find the answer. And I believe if 
the Congress will again express its confidence in Franklin 
Delano Roosevelt and confer the necessary authority and 
power to act upon him, he will assume this added burden of 
solving the problems of the American veteran. The veter- 
ans have faith in him. He was their comrade during the 
World War. They recognize him now as their Commander 
in Chief. They will follow him. His solicitation for their 
welfare is demonstrated by a comparison of the way the 
1932 and 1933 bonus delegations were received here in Wash- 
ington. So, before our House of Representatives takes any 
action, let us confer with the President and offer him our 
support and cooperation in any or all plans which he might 
now have, or will have, in the immediate future for the per- 
manent relief of the American veteran. I therefore suggest 
that a motion to appoint a committee to wait on the Presi- 
dent for this purpose be made, and that the committee 
cooperate with the President in an effort to develop the 
permanent rehabilitation of the American veteran along 
with and as a part of the Nation’s recovery. 

If this can be accomplished, we will provide a patriotic 
inspiration for oncoming generations of defenders of our 
American homes. [Applause.] 


OUR MERCHANT MARINE AND THE OCEAN MAIL CONTRACTS 


Mr. BACON. Mr. Speaker, I ask unanimous consent to 
extend my own remarks in the RECORD. 

The SPEAKER. Is there objection to the request of the 
gentleman from New York [Mr. Bacon]? 

There was no objection. 

Mr. BACON. Mr. Speaker, under the leave to extend my 
remarks in the Recorp, I include the following statistical 
synopsis on the subject of our merchant marine and the 
ocean mail contracts as a supplement to the speech I made 
on this subject in the House on Wednesday, May 10: 


I. THE UNITED STATES AS A MARITIME NATION 


A. Out of the 11 first acts of Congress, 5 related to shipping. In 
1796 American ships carried 92 percent of our trade. Between 
1820 and 1860 we were supreme on the sea, carrying 77 percent of 
our trade. 

B. Civil War and westward expansion caused a decline in Amer- 
ican shipping. American standards of living and higher costs put 
us at a disadvantage. Sectional politics killed attempts at ade- 
quate subsidies for merchant marine. Deficiency of ships for aux- 
Ulary service shown in Spanish-American War. Deficiency again 
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demonstrated in world cruise of White Squadron, 1908. During 
decade before World War we carried only 10 percent of our foreign 
trade. 


H. THE ECONOMIC IMPORTANCE OF AN ADEQUATE MERCHANT MARINE 


A. Our exportable surplus: 

1. We have the largest exportable surplus in the world— 
$4,809,000,000 (1927). 

2. National economy requires that 10 percent of our production 
be sold abroad. 

3. Employment curve closely follows foreign-trade curve for this 
reason. 

4. Economic self-sufficiency a myth; general prosperity depends 
upon foreign trade. 

B. Relation of merchant marine to export trade: 

1. Ships our best salesmen; will carry our trade and find new 
markets. 

2. Foreign ships will favor foreign goods In competition with 
ours. 
3. Establishment of new lines to new ports will develop fresh 
markets. 

4. Following table demonstrates these propositions—comparison 
of merchant marine in 1914 with 1927, showing increased sales: 


Percent of increase in trade between 1914 and 1927: Africa, 325 
percent; South America, 190 percent; Orient-Pacific coast, 380 

nt. 

5. By having a merchant marine we are enabled to participate 
in international steamship conferences and thus to influence 
freight rates and eliminate discrimination. 

C. Dependence upon foreign carriers puts us at mercy of events 
beyond our control: 

1. If dependent, withdrawal of foreign carriers forces economic 
isolation on us. 

2. Example of effects of foreign war, showing rise in freight 
rates: 

At outbreak of World War, freight rates on American goods 
rose as follows: Cotton, per hundredweight, from 35 cents to 
$11; flour, per hundredweight, from 10 cents to $1; wheat, per 
bushel, from 8 cents to $1.36. General average: tenfold increase. 

This resulted in a paralysis of our commerce, at disastrous loss, 
because we had no ships to handle it. 


III. INCREASE OF AMERICAN SHIPPING DURING AND SINCE THE WORLD WAR 


A. At outbreak of war we had only 19 ships in overseas trade. 

B. War needs required unprecedented building program. 

1. Increase from 22 shipyards employing 50,000 men to 212 ship- 
yards employing 350,000 men. Of these 76 built steel vessels. 

2. War shipbuilding program produced 2,300 vessels of 9,400,000 
tons total. 

Ships otherwise acquired raised this to 2,500 vessels of 10,250,000 
to 


ms. 

3. Cost of this construction was $3,500,000,000—an extravagant 
sum to meet our deficiency in merchant shipping. 

C. Comparison of our 1914 merchant marine with that in 1932: 


United States-Europe_ 
South America. 


662 | 610,271 | 3, 282, 022 


2. During 1921-30 our ships carried 900,000,000 tons of overseas 
commerce, valued at $74,000,000,000, a substantial part of our 
national income. This, had we not had the means of selling 
abroad, would have been a loss to the producers of this country. 

3. During this same period our merchant marine derived $3,000,- 
000,000 in revenues from passenger and freight traffic. 

4. Had we then remained at the pre-war level of our carrying 
trade, 10 percent of our commerce, we would have lost in shipping 
revenue the difference between $3,000,000,000 and $900,000,000, or 
$2,100,000,000. 

5. Regular services were established between 60 American ports 
and 550 foreign. 

D. In spite of this increase in our American-borne trade since 
1914, we still carry a smaller proportion of our water-borne com- 
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merce than any other western nation, including Greece. Yet our 
own trade is so profitable that 42 nations have entered their ships 
to compete for it. 


IV. OUR MERCHANT MARINE REQUIRES A SUBSIDY IN ORDER TO SURVIVE 


A. Subsidies must not be considered as economic paternalism 
toward an unjustifiable phase of economic activity. The benefits 
to be derived from an adequate merchant marine are dispropor- 
tionately in excess of the cost of compensating for higher Ameri- 
can costs in construction, fixed charges, wages, and subsistence of 
crews. (See VI-E.) 

B. A large measure of Great Britain’s wealth was derived from 
the trade carried in her ships. Before the World War she domi- 
nated ocean trade, as follows: British shipping carried 52 percent 
of total sea-borne commerce, 92 percent of her empire trade, 63 
percent of the trade between the Empire and others, 30 percent of 
the trade between foreign countries. Thus she gained huge reve- 
nues from the interchange between the other nations. Today 
England carries 60 percent of her trade, 45 percent of world trade, 
30 percent of our trade. 

The United States carries 30.5 percent of our trade, 3.4 percent 
of world trade. 

Reasons assigned to Britain's shipping success are these: (a) A 
strong industrial position with access to raw materials; (b) a far- 
flung empire with coaling stations and seaports; (c) large coal 
exports compensating for return loads of goods for consumption; 
(d) governmental support of shipping in the knowledge of its 
national value. 8 

C. The increase in our foreign shipping from the World War 
until 1932 (indicated in sec. III) was not an uninterrupted 
growth. It commenced with the war, slumped seriously, and was 
revived by the Merchant Marine Act of 1928, affording reasonable 
subsidies to compensate for the differentials in American shipping 
1, After the stimulus of the war years and until the Merchant 
Marine Act of 1928 American commerce in American ships declined 
as follows: 

Se trade in American vessels: 


2. During this period no new American ships were placed in our 
overseas trade, while 800 foreign ships entered it, increasing their 
Proportion of the trade to and from 47 of our 59 principal ports. 

3. By March 1928 of our 212 war-time shipyards only 12 were 
left, chiefly inactive, and in that year they only produced 2 percent 
of the years“ new tonnage. During 1921-27 we built only 2 out 
of 807 modern motor ships, and only 40 vessels out of a world total 
of 1,039 of over 4,500-ton vessels, totaling 7,900,000 gross tons. 

Over 200 major industries have a direct interest in shipbuilding 
(90 percent of cost of a ship goes to labor). 

D. The revival created by the Merchant Marine Act, granting 
postal payment and construction loans at low interest. 

Under the provisions of this act, 43 contracts were made for the 
construction of 54 vessels, the conditional building of 12 more, and 
the reconditioning of 58 others. It is estimated that this program 
provided employment for 40,000 men. 

V. BENEFITS TO NATION ACCRUING FROM SUBSIDIES DISPROPORTIONATELY 
LARGE 


A. The difference between revenues from carrying 10 percent of 


our water-borne commerce, as in 1914, and carrying one third of 


it amounted to $2,100,000,000. (See II-C-+4.) 
added to our invisible trade balance. 

B. This direct annual saving of national income amounted to 
10 times the cost of the 1928 legislation. 

C. The average annual operating loss of the Fleet Corporation 
was cut from $40,431,000 during 1921-26 to $6,346,000 in 1931, 
or a saving of $34,000,000—ttwice the cost of the merchant marine 
legislation in 1931. 

D. Capital expenditures for replacement during the next 10 
years would have been $500,000,000. This otherwise public liability 
has been transferred to private concerns. By January 1941, 500 
out of 553 ships would have passed the 20-year age of usefulness 
and would have required scrapping. 

E. Withdrawal of postal subsidies would have forced us back to 
Government operation of the merchant marine at great operating 


This amount was 


F. Upon all loans authorized for construction under the 1928 
act, totaling $148,000,000, an effective rate of 4 percent interest has 
been received, and the benefits of this have cost the Government 
nothing. (Under the 1931 amendment no loans were to be made 
at less than 314, and prior to that only 12 loans had been made at 
less than 3 percent.) 

F. (a) Britain has Government loans outstanding of $472,000,000 
for shipbuilding. 

G. Less tangible, but still more important, has been the develop- 
ment by American shipping of great new markets for our exports. 
(See II-B—4.) This means a valuable investment in the future 
of our trade. But if our vessels were to be withdrawn from this 
trade, foreign commerce would be certain to take over these out- 
lets for surplus. 


VI. MISLEADING PROPAGANDA THAT WE ARE UNECONOMICALLY OVER- 
BUILDING FOR UNPROFITABLE TRADE 


A. Source of propaganda: Nations that are outbuilding us to 
get this trade. 
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1. Great Britain, outbuilding us 9 to 1 in tonnage; 13 to 1 in 
number of ships, 

2. In all, 42 nations placed, 1921-27, 800 new ships in our trade, 
to our none. 

B. American foreign trade most profitable in world. 

. Largest exportable surplus—$4,809,000,000. 

2. During 1921-30, passenger and freight revenues in our trade 
totaled $9,000,000,000; $6,000,000,000 of this to foreign shipping; 
only $3,000,000,000 to ours, 

C. Is foreign competitive building economical? 

1. It is acknowledged that ships of more than 25,000 gross tons 
and of 21 or more knots are uneconomical; fixed charges and 
operating costs exceed possible revenues. 

2. Four foreign nations have placed 18 vessels exceeding both 
these tonnage and speed limits in trade since 1926; 9 of these 
exceed 40,000 tons. They are: Great Britain 5, totaling 196,082 
tons; France 5, of 207,755 tons: Italy 5, aggregating 189,493 tons; 
Germany 3 ships with tonnage of 128,963. Recent foreign ships 
of these classes total 722,293 tons. 

D. Have we similarly built, as charged, uneconomically? 

No. this perlod we have not launched a single ship 


— 


exceeding these speed and size profitable limits. 

E. The United States must build to overcome an overwhelm- 
ing inferiority in tonnage. 

1. We carry smaller proportion of our export trade than any 
other western nation, including even Greece and Japan. 

During 1922-31, 42 nations participated in our foreign trade in 
the following proportions, excluding tankers: 


171, 705, 000 
168, 771, 000 
222, 005, 000 


2. Compared with Great Britain, our ocean-going tonnage is 
only one half as great. Our tonnage in foreign trade is only one 
sixth as great as England's. 

Further, in sea-going ships of 12 knots or more we have 180, 
Great Britain 1,034; of 16 knots or more we have 37, Great Britain 
158; of 18 knots or more, we have 12, Great Britain, 37; of 20 
knots or more we have 5, Great Britain 16. 

3. Of the six great maritime powers we are at a great disad- 
vantage either as to actual tonnage, speed within economical 
limits, or approaching obsolescence. 

Taking totals and averages for the six maritime powers, vessels 
of 2,000 tons or more: 

We own 15.5 percent of 10,008,837 tons passenger and freight 
vessels; 32.5 percent under 10 years; average of all countries, 41.7 
percent. 

We own 22.2 percent of 23,687,600 tons freight ships; 1.1 percent 
under 10 years; average of all countries, 25.8 percent. 

We own 42.5 percent of 5,753,976 tons tankers; 113 percent 
under 10 years; average of all countries, 33.6 percent. 


Break-down by nations, all types of ships 


257, 
3, 291, 141 
2, 852, 869 
2,914, 176 


1 Only 3,282,000 tons of this in foreign trade, exclusive of tankers. 


These tables show a disproportionately small tonnage in each 
class but tankers, a tremendous inferiority as to speed, and a 
rate of obsolescence more than three times the average. 

F. We are not building to compensate this deficiency and ap- 
proaching retirement. 

In past decade these six nations built vessels of 15,000 tons or 
more as follows: 


CONGRESSIONAL RECORD—HOUSE 


May 24 


In other words, far from overbuilding in relation to other 
nations, we are building less in proportion to our trade needs 
and to our inferiority. 

G. While the other great powers are adding new tonnage we 
are scrapping or laying up greatest amount of obsolescent ships 
without replacement, as follows: 1922-31: 


e 
mpire 
Ital 


1 700,000 more tons to be scrapped, making 3,260,000. 


World surplus tonnage, about 14,000 tons. 

About 14,000,000 tons are over 20 years old. 

United States has practically no tonnage 
(The Leviathan was built in 1913.) 

Most of old obsolete tonnage sold by Great Britain at low prices 
to lesser nations. 

H. Motives for propaganda against American construction while 
other nations build excess of uneconomical ships: 

1, At Washington arms conference, 1922, we agreed to surrender 
our naval supremacy in capital ships and scrapped 850,000 tons 
building or completed. Ratios accepted impliediy extended to 
other naval vessels. Competition for naval supremacy therefore 
transferred to merchant tonnage suitable for auxiliary service. 
World War proved value of convertible cruisers. 

2. Economical vessels suitable for profitable ocean trade not 
suitable for high-speed war use. Tendency, therefore, to build 
large, fast, unprofitable ships with heavy Government subsidy. 
(This is a century-old policy of European governments. Some of 
the great merchant vessels of privately owned lines have been 
built with postal subsidies and low-interest construction loans 
from governments, vid. Mauretania and Lusitania.) 

3. Expense of these auxiliary merchantmen greatly reduced if 
they can find and keep profitable trade. Bulk of such trade lies 
in American commerce. 

4. Thus, after we have sacrificed our naval supremacy, con- 
cealed foreign navies are competitively built and supported at our 
expense. 

5. Were the United States, by economical and profitable expan- 
sion of her merchant marine, to regain and to hold a respectable 
share of her carrying trade, her foreign commerce would no longer 
be taxed for the support of foreign navies. 

6. Hence it follows that other maritime powers will exert every 
influence to discourage the support of an American merchant 
marine. 

J. Accused of overbuilding, we are outbuilt by foreign powers 
which propose to achieve naval expansion at the expense of our 
foreign commerce. But by equipping ourselves to carry a legiti- 
mate share of our trade we may assure ourselves of the old and 
new markets that will absorb the exportable surplus upon which 
the health of our national economy must rest. 


VII. A MERCHANT MARINE ADEQUATE TO OUR TRADE NEEDS WILL ALSO, 
WITHOUT HIGH COST, SERVE NATIONAL DEFENSE 


A. Our foreign policy is based upon disarmament, and our do- 

mestic policy has prevented building our Navy even up to treaty 
strength. One billion dollars would now be required even for 
this. 
B. In merchant vessels capable of conversion for naval use and 
having a speed of 15 knots or better we had (in 1928) only 70 in- 
ferior vessels, as compared with 227 superior vessels of this type 
owned by Great Britain and as compared with a great superiority 
of the other naval powers. 

Under the Merchant Marine Act of 1928 we may build such a 
fleet of convertible merchant ships at small cost to the Govern- 
ment and to the great advantage of our foreign commerce. 

C. Overseas communication in war time is as important as over- 
land railways. It is proven (sec. II-C-2) that dependence upon 
foreign merchantmen is ruinous in time of crisis. An adequate 
merchant marine is therefore essential to our national safety 
(Boer War; Spanish War; English coal strike, 1926; World War). 

D. The Merchant Marine Act of 1928 provides for national de- 
fense under the following terms imposed upon vessels built under 
its provisions: 

1. They must be built in accordance with naval specification. 

2. They must remain under the American flag during 20 years 
(their useful life). 

3. They must be of the most modern design, with the most- 
economical machinery. 

4. No damages shall be collectible as the result of their requisi- 
tion for war. 

5. Two thirds of their crews and all of their officers must be 
American citizens. This means the creation of a trained nucleus 
available for naval duties in war time. 

E. The construction of an adequate number of merchant vessels 
will keep open shipyards, manned by skilled labor, available in 
a national emergency. It will be a great aid to the unemployment 
problem. More ships are needed to adequately care for our foreign 
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THIRD DEFICIENCY APPROPRIATION BILL, 1933 

Mr. BUCHANAN. Mr. Speaker, I call up the conference 
report on the bill (H.R. 5390) making appropriations to 
supply deficiencies in certain appropriations for the fiscal 
year ending June 30, 1933, and prior fiscal years, to provide 
supplemental appropriations for the fiscal years ending June 
30, 1933, and June 30, 1934, and for other purposes, and I 
ask unanimous consent that the statement may be read in 
lieu of the report. 

The SPEAKER. Is there objection to the request of the 
gentleman from Texas [Mr. BUCHANAN]? 

There was no objection. 

The Clerk read the statement. 

The conference report and statement are as follows: 


CONFERENCE REPORT 


The committee of conference on the disagreeing votes of 
the two Houses on the amendments of the Senate to the bill 
(H.R. 5390) making appropriations to supply deficiencies in 
certain appropriations for the fiscal year ending June 30, 
1933, and prior fiscal years, to provide supplemental appro- 
priations for the fiscal years ending June 30, 1933, and 
June 30, 1934, and for other purposes, having met, after full 
and free conference have agreed to recommend and do 
recommend to their respective Houses as follows: 

That the Senate recede from its amendments numbered 
10, 11, and 19. 

That the House recede from its disagreement to the 
amendments of the Senate numbered 3, 4, 5, 6, 8, 9, 12, 15, 
16, 17, 18, 21, 22, 23, and 25, and agree to the same. 

Amendment numbered 13: That the House recede from 
its disagreement to the amendment of the Senate numbered 
13, and agree to the same with an amendment as follows: 
Transpose the matter inserted by said amendment to pre- 
cede line 1 on page 3 of the bill, amended to read as follows: 

“ BUREAU OF RECLAMATION 

“Palo Verde Valley, Calif.: The unexpended balance of 
the appropriation of $50,000 for the protection of Palo Verde 
Valley, Calif., contained in the Second Deficiency Act, fiscal 
year 1932, approved July 1, 1932, shall remain available for 
the same purposes during the fiscal year 1934.” 

And the Senate agree to the same. 

Amendment numbered 20: That the House recede from 
its disagreement to the amendment of the Senate numbered 
20, and agree to the same with an amendment as follows: 
In line 1 of the matter inserted by said amendment strike 
out the words War Department”, and in line 5, after the 
figures “ $3,632.14 ”, insert the following: “in all, under the 
Treasury Department, $15,792.58 ”; and the Senate agree to 
the same. 

Amendment numbered 24: That the House recede from 
its disagreement to the amendment of the Senate numbered 
24, and agree to the same with an amendment as follows: 
In lieu of the last five lines of the matter inserted by said 
amendment insert the following: “Total, audited claims, 
section 4, $110,030.92.”; and the Senate agree to the same. 

The committee of conference report in disagreement 
amendments numbered 1, 2, 7, and 14. 

J. P. BUCHANAN, 

Epwarp T. TAYLor, 

W. A. AYRES, 

JOHN TABER, 

ROBERT L. BACON, 
Managers on the part of the House. 

SaM G. BRATTON, 

CARTER GLASS, 

KENNETH MCKELLAR, 

FREDERICK HALE, 

Henry W. KEYEs, 
Managers on the part of the Senate. 


STATEMENT 

The managers on the part of the House at the conference 
on the disagreeing votes of the two Houses on the amend- 
ments of the Senate to the bill (H.R. 5390) “ making appro- 
priations to supply deficiencies in certain appropriations for 
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the fiscal year ending June 30, 1933, and prior fiscal years, to 
provide supplemental appropriations for the fiscal years end- 
ing June 30, 1933, and June 30, 1934, and for other pur- 
poses ”, submit the following statement in explanation of the 
effect of the action agreed upon and recommended in the 
accompanying conference report as to each of such amend- 
ments, namely: 

On no. 3: Appropriates $5,000, as proposed by the Senate, 
for maintenance of the Senate Office Building. 

On no. 4: Makes not to exceed $400,000 of the working 
capital of the Government Printing Office for the fiscal year 
1934 available, as proposed by the Senate, to enable the 
Public Printer to comply with the provisions of law granting 
15 days’ annual leave of absence with pay to employees. 

On nos. 5 and 6, relating to the Bureau of Indian Affairs: 
Appropriates $10,000 from the funds of the Indians of the 
Truxton Canyon Reservation, Ariz., to be expended in the 
eradication of scabies in livestock; and continues available 
during the fiscal year 1934 the unexpended balance of the 
appropriation made for the fiscal year 1933 from tribal 
funds for attorneys’ fees and expenses for the Menominee 
Tribe of Indians of Wisconsin. 

On nos. 8, 9, 10, and 11, relating to the Department of 
State: Makes available by transfer, as proposed by the Sen- 
ate, the additional sums of $60,000 for the fiscal year 1933 
and $20,000 for the fiscal year 1934 for salaries of Foreign 
Service officers while receiving instructions and in transi; 
strikes out the authority, inserted by the Senate, for the use 
of not to exceed $1,500,000 to make expenditures arising in 
connection with fluctuations in rates of exchange between 
March 1, 1933, and June 30, 1934; and strikes out the appro- 
priation of $10,000, inserted by the Senate, to pay the ex- 
penses of the American group of the Interparliamentary 
Union. 

On no. 12: Appropriates $21,000, as proposed by the Sen- 
ate, for flood control on Lowell Creek, Alaska, for protection 
of the city of Seward. 

On no. 13: Continues available for the fiscal year 1934, as 
proposed by the Senate, the unexpended balance of the ap- 
propriation for the fiscal year 1933 for flood protection of 
the Palo Verde Valley, Calif., and transfers the item to the 
appropriate place in the bill. 

On no. 15: Appropriates $4,519.92, as proposed by the Sen- 
ate, for the payment of authorized damage claims certified 
to Congress after the bill had passed the House. 

On nos. 16, 17, 18, 19, 20, 21, and 22, relating to judgments 
of United States courts: Appropriates for the payment of 
judgments rendered against the United States and certified 
to Congress for appropriation after the bill had passed the 
House. Textual corrections are made in the appropriating 
paragraphs to conform to the certifications. 

On no. 23: Appropriates $719,670.55 for the payment of 
judgments of the Court of Claims certified to Congress after 
the bill had passed the House. 

On nos. 24 and 25: Appropriates $110,030.92 and $13,- 
569.10, respectively, for the payment of audited claims al- 
lowed by the General Accounting Office and certified to Con- 
gress for appropriation after the bill had passed the House. 

The committee of conference report in disagreement the 
following amendments of the Senate: 

On no. 1: Appropriating $9,000 to pay the widow of 
Thomas J. Walsh, late a Senator from the State of Mon- 
tana; $9,000 to pay the widow of R. B. Howell, late a Sena- 
tor from the State of Nebraska; $20,000 for miscellaneous 
expenses of the Senate; and $22,275 for additional police 
for the Senate Office Building. 

On no. 2: Appropriating $8,500 to pay the widow of Clay 
Stone Briggs, late a Representative from the State of Texas. 

On no. 7: Making $70,000 of unexpended balances of ap- 
propriations available for expenses of the United States for 
participation in the Seventh International Conference of 
American States to be held in Montevideo, Uruguay. 

On no. 14: Paragraph 6, section 201 (a), of the Emer- 
gency Relief and Construction Act of 1932 (Public Resolu- 
tion-No. 2, approved March 23, 1933), authorized the Re- 
construction Finance Corporation to make loans for financ- 
ing the repair or reconstruction of buildings damaged by 
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earthquake during the year 1933. This amendment pro- 
poses to extend the scope of the authority to include build- 
ings damaged by “ tornado or cyclone” without increasing 
the total amount of loans authorized by the paragraph. 

J. P. BUCHANAN, 

Epwarp T. TAYLOR, 

W. A. AYRES, 

JOHN TABER, 

ROBERT L. BACON, 

Managers on the part of the House. 


Mr. BUCHANAN. Mr. Speaker and Members of the House, 
if you will give me your attention for a minute I will render 
you an accounting of the stewardship of the conferees on the 
part of the House. 

This bill, as it passed the House, carried a total appropria- 
tion of $45,891.44. As it came back from the Senate it 
carried a total of $1,004,597.55, or an increase by the Senate 
of $958,706.11. However, it is only fair to the Senate to 
state that the large increase in this bill made by that body 
was caused principally by judgments of the United States 
courts and the Court of Claims, audited claims allowed by 
the Comptroller General, and damage claims authorized by 
law and settled and certified by the heads of departments. 
Those items aggregate $853,931. 

In addition to them, there is an item of $20,000, put on 
by the Senate to cover expenses of the impeachment trial of 
Judge Louderback. There are also 15 additional police pro- 
vided for the Senate Office Building, amounting to $22,275. 
Maintenance of the Senate Office Building is $5,000. There 
is a total for the Senate’s expenses of $47,275. The other 
items agreed to by the House are to be met by the use of 
funds already appropriated. Not to exceed $400,000 of the 
working capital of the Printing Office is made available to 
grant 15 days’ leave with pay to the employees of that office 
to which they are entitled under the law and which the 
employees of all other departments get. 

That comprises the Senate items of increase in the bill 
to which your conferees agreed. There are some that we 
did not agree to. For instance, we objected to and struck 
out the appropriation of $10,000 for expenses of delegates to 
attend the Interparliamentary Union. We thought that 
was not necessary and that now was not the proper time 
to spend money for that proposition. The Budget sent up 
an estimate to permit the use of $1,500,000 of State Depart- 
ment appropriations, to pay the difference in exchange in 
foreign countries before we went off the gold standard and 
after we went off the gold standard, to the employees in 
foreign service and on account of other expenses. That we 
cut out. The Senate added that amendment, based on the 
Budget estimate. I can see no reason why this Government 
should pay employees of the State Department the difference 
in the value of the American dollar in foreign countries be- 
fore we went off the gold standard and after we went off 
the gold standard. If we paid in that Department, why 
should we not pay the difference in every other department? 
For instance, the Departments of Agriculture and Commerce, 
the Coast Guard, the Public Health Service, the Army, Navy, 
and other agencies have foreign service and foreign service 
employees. The following table is a list of these services: 


Table showing average number of employees of the United States 
Government in foreign coun and total expenditures for 


maintaining the principal services during the fiscal year 1933 


Does not include officer or enlisted personnel assigned on foreign station. 
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Therefore, to make an appropriation for the State Depart- 
ment to pay the difference in the exchange value of the 
American dollar in foreign countries before and after we 
went off the gold standard would require us to make appro- 
priations to pay the difference to the employees of every 
other department. Not only that, but if we paid employees 
in Foreign Service the difference in the purchasing power of 
the American dollar before we went off the gold standard 
and afterward, why should we not pay it to the employees 
in the United States as well? Therefore when the Senate 
put on this amendment I called the conferees of the House 
together, summoned a representative of the State Depart- 
ment, and conducted a hearing. As a result, your conferees 
were unanimous in turning down that appropriation. 
CApplause.] 

Now, if there are any questions which any gentleman 
Se SR RANA: PERE re A RIO LO ANY. A TIRE 

em. 

Mr. McFARLANE. I should like to ask the gentleman a 
question with reference to amendments 8 and 9. I heartily 
approve of the statements which the gentleman just made 
regarding amendment no. 10, but I notice under amend- 
ments 8 and 9 we are appropriating for Foreign Service offi- 
cers $80,000; $60,000 under amendment no. 8 and $20,000 
1 amendment no. 9. I should like an explanation of 

Mr. BUCHANAN. That is the usual and customary prac- 
tice on change of administration. There is a complete set 
of high officials in our Foreign Service to be appointed by 
the Democratic administration, to take the place of those 
now representing us in foreign countries, appointed by the 
Republican administration. 

All these new appointees have to go through several weeks 
of instruction before they go to their posts to manage the 
affairs of our country diplomatically, as they call it. As 
far as I am concerned, I do not believe in diplomacy, I be- 
lieve in speaking right out in meeting and defining a na- 
tion’s position, but that is not the practice of the nations of 
the world. So this money is necessary to pay the salary of 
the new appointees while they are going through their 
period of instruction in this country and while they are 
en route to their foreign posts. 

Mr. McFARLANE. Mr. Speaker, will the gentleman yield? 

Mr. BUCHANAN. I yield. 

Mr. McFARLANE. Is there anything in it in the way of 
additional gratuity to those who will be retiring from the 
Foreign Service whose positions will be taken by the new 
appointees? It says something about incidental expenses, 
office and living quarters in the Foreign Service. 

Mr. BUCHANAN. No; they just hold on there until the 
time comes for them to come back. 

Mr. TAYLOR of Tennessee. Mr. Speaker, will the gentle- 
man yield? 

Mr. BUCHANAN. I yield. 

Mr. TAYLOR of Tennessee. I should like to have the gen- 
tleman’s interpretation of the section in reference to the 
Reconstruction Finance Corporation. 

Mr. BUCHANAN. That section will come up for discus- 
sion later, and a separate vote will be had upon it. Suppose 
we defer discussion of the matter until then? 

Mr. TAYLOR of Tennessee. That is satisfactory. 

Mr. BUCHANAN. Does the gentleman from New York 
desire any time to explain the conference report? 

Mr. TABER. Not at present. 

Mr. BUCHANAN. Then, Mr. Speaker, I move the previ- 
ous question on the adoption of the conference report. 

The previous question was ordered. 

The SPEAKER. The question is on agreeing to the con- 
ference report. 

The conference report was agreed to. 

The SPEAKER. The Clerk will report the first amend- 
ment in disagreement. 

The Clerk read as follows: 


Senate amendment no. 1, page 2, line 3: 
“To pay to Nieves Maria P, C. Walsh, widow of Hon. Thomas 
J. Walsh, late a Senator from the State of Montana, $9,000. 


1933 


“To pay Alice C. Howell, widow of Hon. R. B. Howell, late a 
Senator from the State of Nebraska, $9,000. 

“For miscellaneous items, exclusive of labor, fiscal year 1933, 
$20,000. 

“Police force for Senate Office Building, under the Sergeant at 
Arms: 15 privates at the rate of $1,620 per annum each, fiscal 
year 1934, $22,275.” 

Mr. BUCHANAN. Mr. Speaker, I move to recede and 
concur with an amendment. 

The Clerk read as follows: 

Mr. BucHanan moves that the House recede from its disagree- 
ment to the amendment of the Senate numbered 1, and agree to 
the same with the following amendment: 

“In lieu of the matter inserted by such amendment insert the 


following: 
“* SENATE 


“*To pay to Nieves Maria P. C. Walsh, widow of Hon. Thomas J. 
Walsh, late a Senator from the State of Montana, $8,500. 

To pay to Alice C. Howell, widow of Hon. R. B. Howell, late a 
Senator from the State of Nebraska, $8,500. 

“‘Appropriations for the allowance of an amount equal to a 
year's salary at the rate payable to a Senator or Representative at 
the time of his death are authorized hereafter only for the follow- 
ing dependents of any Senator or Representative who dies during 
his term of office: (a) The widow, if such sum is necessary for her 
support and/or the support and education of her dependent child 
or children, or, if there be no widow, (b) the dependent child or 
children (or the legal guardian thereof) if such sum is necessary 
for the support and education of such child or children. Any 
appropriations made hereunder shall be disbursed, respectively, by 
the Secretary of the Senate and the Sergeant at Arms of the House 
of Representatives. This paragraph shall not be applicable to any 
widow who succeeds her husband in Congress. The term “ Repre- 
sentative” as used herein includes Representatives, Delegates, and 
Resident Commissioners. 
ee on miscellaneous items, exclusive of labor, fiscal year 1933, 

we Police force for Senate Office Building, under the Sergeant at 
Arms: 15 privates at the rate of $1,620 per annum each, fiscal year 
1934, 822,275. 

Mr. SNELL. Mr. Speaker, if I understood the amendment 
correctly, I make the point of order against it for the reason 
that it goes beyond the purview or right of the committee 
on conference, because it takes into consideration matters 
that were not in dispute between either House. 

Mr. BUCHANAN. Will the gentleman reserve the point 
of order a moment? I want to see if I cannot induce him 
to withdraw it. 

Mr. SNELL, I shall be pleased to withhold the point of 
order to allow the gentleman to explain the amendment. 

Mr. BUCHANAN. My amendment only cuts out the 
abuses in this custom. The gentleman will recall without 
my mentioning names the case of a Senator who died some 
years ago who had no wife, who had no dependents, but 
who had a niece. He was extremely rich and left his niece 
a million dollars by his will. 

In spite of that, under the custom we now have, the Sen- 
ate allowed a year’s salary ($10,000) to that niece out of 
the Treasury of the United States. This amendment is de- 
signed to prevent that sort of abuse. 

Again, if a Member dies and his wife is elected to Con- 
gress to succeed him, under the present system she gets 
an allowance of a year’s salary and also the pay of her 
office. This amendment merely cuts out that year’s allow- 
ance and authorizes these appropriations in future only 
where they are necessary for the support of dependents. It 
settles the question forever so it will not be coming up 
every Congress. 

Mr. SNELL. Let me say to the gentleman from Texas 
that I entirely agree with every statement he has made. 
Individually, I never was in favor of the whole proposi- 
tion, and I would be willing to have it cut out. 

Mr. BUCHANAN. So would I. 

Mr. SNELL. But I believe it should either be cut out 
entirely or that each Member should be treated exactly 
alike. I do not think there is any reason for going into the 
question of whether I have 1 child or 4 children, or whether 
I leave my widow any property. The question is whether 
you are going to doit. As a matter of fact, there is nothing 
in the law that authorizes these appropriations and they 
are subject to a point of order at any time. 

Mr, BUCHANAN. I should be pleased to cut out the 
whole business and should be pleased if another appropria- 
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tion like this never was made. My amendment was only 
in the interest of economy. In the regular procedure, of 
course, if the gentleman insists upon his point of order I 
concede that it is good. 

Mr. SNELL. I may say to the gentleman I am just as 
much for economy as he is and I am willing to vote now 
to strike it all out, but I am not willing to make flesh of 
one and fowl of another. I think each Member should be 
treated exactly like every other Member. That is my posi- 
tion. I will join the gentleman in cutting it out now and 
in cutting it out for all time if he wants to be a real 
economist. 

Mr. BUCHANAN. I will give the gentleman an oppor- 
tunity to vote that way. I ask the Speaker to rule on 
the point of order. 

The SPEAKER. The Chair holds the proposed amend- 
ment carries additional legislation to the Senate amend- 
ment, and the Chair sustains the point of order. 

Mr. BUCHANAN. Mr. Speaker, I move to concur with an 
amendment. 

The Clerk read as follows: 

Mr. BucHANAN moves that the House recede from its disagree- 
ment to the amendment no. 1, and agree to the same with the 


following amendment: In lieu of the matter inserted by the Senate 
amendment insert the following: 


“ SENATE 
8 miscellaneous items, exclusive of labor, fiscal year 1933, 

Police force for Senate Office Building, under the Sergeant at 
Arms: Fifteen privates at the rate of $1,620 per annum each, fiscal 
year 1934, $22,275.” 

Mr. TAYLOR of Colorado. Mr. Speaker, I rise to make a 
preferential motion. 

Mr. Speaker, I move to recede end concur in the Senate 
amendment. 

Mr. BUCHANAN. Mr. Speaker, on that I move the pre- 
vious question. 

The previous question was ordered. 

Mr. GOSS. Mr. Speaker, a parliamentary inquiry. 

The SPEAKER. The gentleman will state it. 

Mr. GOSS. If this motion to recede and concur is adopted, 
the language of Senate amendment no. 1, as passed by the 
Senate, in its entirety would be agreed to, would it not? 

The SPEAKER. That is correct. t 

Mr. CARPENTER of Kansas, Mr. Speaker, a parliamen- 
tary inquiry. 

The SPEAKER. The gentleman will state it. 

Mr. CARPENTER of Kansas. If this motion is carried, 
does that mean that these widows are given the money 
carried in the Senate amendment? 

The SPEAKER. Yes. 

Mr. CARPENTER of Kansas. For myself I want to pro- 
tset against this practice, and I should like to have an oppor- 
tunity of voting against a continuance of the practice of 
giving widows of Representatives and Senators this money 
that the widows of no other class of people get. 

Mr. SEARS. Regular order, Mr. Speaker. 

The SPEAKER. The question is on the motion of the 
gentleman from Colorado [Mr. TayLor] to receive and 
concur in the Senate amendment. 

The motion was agreed to. 

The SPEAKER. The Clerk will report the next amend- 
ment in disagreement. 

The Clerk read as follows: 

Amendment No. 2. Page 2, line 14: 

“ HOUSE OF REPRESENTATIVES 

“To pay Lois Slayton Woodworth Briggs, widow of Clay Stone 
Briggs, late a Representative from the State of Texas, 68.500.“ 

Mr. BUCHANAN. Mr. Speaker, I move to recede and 
concur in the Senate amendment with an amendment. 

The Clerk read as follows: 


Mr. BUCHANAN moves that the House recede from its disagree- 
ment to Senate amendment no. 2, and agree to the same with 
the following amendment: “After the sum 88,500 add a comma 
and a following: ‘to be disbursed by the Sergeant at Arms of 
the House 


The motion was agreed to. 
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The SPEAKER pro tempore (Mr. Wooprum). 
will report the next amendment in disagreement. 

The Clerk read as follows: 

Page 4, line 18: 


The Clerk 


“DEPARTMENT OF STATE 


“Seventh International Conference of American States, Monte- 
video, Uruguay: Not to exceed $70,000 of any appropriation made 
for the Department of State for the fiscal year 1934 is hereby 
made available for the participation by the United States in the 
Seventh International Conference of American States to be held in 
the city of Montevideo, Uruguay, including personal services with- 
out reference to the Classification Act of 1923, as amended, and 
rent, stenographic reporting and translating services by contract 
if deemed necessary, without regard to section 3709 of the Revised 
Statutes (US.C., title 41, sec. 5); traveling expenses (and by in- 
direct routes if specifically authorized by the Secretary of State); 
hire of automobiles; purchase of necessary books and documents; 
stationery; official cards; newspapers and periodicals; printing and 
binding; entertainment; equipment; and such other expenses as 
may be authorized by the Secretary of State, to remain available 
until June 30, 1934.” 


Mr. BUCHANAN. Mr. Speaker, I move to recede and 
concur in the Senate amendment. 

Mr, BLANTON. Will the gentleman yield to me? 

Mr. BUCHANAN. Mr. Speaker, I yield to my colleague 
the gentleman from Texas [Mr. BLANTON]. 

Mr. BLANTON. Mr. Speaker, the motion to recede and 
concur in the Senate amendment, as made by my colleague, 
is a preferential motion and takes precedence of all others. 
But for this I would move to disagree to this amendment, 
which seeks to appropriate $70,000 out of the Public Treasury 
to permit certain officials of the State Department to take a 
round-about pleasure trip to Montevideo, Uruguay. In my 
opinion, this is just another junket, pure and simple. This 
time it is a $70,000 junket. Week before last it was a 
$250,000 junket proposed by our friend from New York, 
Dr. Srrovicu, which might have cost as much as $500,000, 
but we defeated that one and killed it by a vote of this 
House, which saved that money for the people. Last week 
it was another $250,000 junket that was proposed by our 
good friend from New York [Mr. CELLER], and the Speaker 
sustained my point of order against it and we killed it and 
saved the money in the Treasury. Last Saturday it was a 
$48,500 junket which our other good friend from New York 
Mr. Boom] tried to get through, but by a vote of the House 
we struck out the enacting clause of the bill and killed it 
and saved that $48,500 for the people. 

I know that my good friend and colleague from Texas 
[Mr. Bucuanan], the distinguished chairman of the great 
Appropriations Committee of this House, is for economy and 
is against junkets; and it is my belief that he would never 
agree to this proposal to appropriate this $70,000 were it 
not for the fact that it was requested by the State Depart- 
ment. There are numerous officials in the State Department 
who are always wanting to take trips in foreign countries. 
I wish that all of you knew just how many trips abroad 
some of them have made, and just how much was spent on 
such trips. And when officials from these various depart- 
ments want to go abroad, they find some way of getting 
their plans approved by the White House. And whenever 
any Member takes the floor to oppose their plans, he not 
only has to go up against some committee but some of the 
department chiefs themselves will try to hamstring him. 

I call your attention to what happened on this floor last 
Saturday, when I made the motion to strike out the enacting 
clause and kill the bill to spend $48,500 attending an Insti- 
tute of Agriculture in Rome, Italy. My friend from New 
York [Mr. Broom] read what he claimed was a telephone 
message which he said had just come from Mr. Carr, Assist- 
ant Secretary of the State Department, in which he claimed 
Mr. Carr said: 

If Mr. BLANTON discusses further information received by him 
from the Department of State about expenditures for the institute, 
I suggest you request that he read the letter to the House, and 
any statement that may have accompanied it. In his debate of 


yesterday he misstated facts that were communicated to him, 
I immediately challenged it, and I quote the following 
colloquy from page 3832 of last Saturday’s RECORD, to wit: 


Mr. BLANTON. I challenge that purported statement from Mr. 
Carr, and I challenge any Member here to produce such an as- 
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sertion signed by him. I know that Mr. Carr would not sign such 
an assertion. Every quotation I made yesterday from his letter 
was absolutely correct, and I have his letter here to prove it. I 
challenge him or anyone else to show any misquotation. He 
cannot do it to save his life. 

Mr. Broom. I am only reading the message that Mr. Carr sent. 

Mr. BLANTON. You have no such statement signed by Mr. Carr, 
I challenge you to produce such a one over his signature. Here 
is the letter from Mr. Carr dated May 17, 1933, and if you will 
compare it with the quotations I made from it yesterday, now 
in the Recorp, you will see that I did not misquote him in any 
particular. He cannot show a single quotation that is incorrect. 
He cannot do it to save his gizzard. [Laughter.] 


As a matter of fact, the following is the only part of Mr. 
Carr’s statement that I had quoted in my speech last Fri- 
day, and every word of it had been quoted correctly, and the 
quotation appears on page 3765 of last Friday’s RECORD, 
as follows, to wit: 


Mr. BLANTON. To give you an idea of just how each delegate we 
send to Europe spends public money that we take from the peo- 
ple back home in taxes, I remember that on May 8, 1928, there 
was held in Rome, Italy, what the Italian authorities called an 
International Conference on Literary and Artistic Property. Of 
course, we had to attend it. There is always somebody who 
wants to attend. As a United States delegate there was a Mr. 
Thorvald Solberg, already employed on a salary, and he is an able, 
capable man, and I have high respect and regard for him, and 
the following is a correct statement of the expenses of his trip to 
Rome, which I got direct from the State Department, to wit: 


Steamship fare, New York to Cherbourg, and railway 


fare, Cherbourg to Paris and return $634.00 
Railroad fare, Washington to New Tork 8.14 
Pullman fare, Washington to New Tor 1.88 

Miscellaneous traveling expenses and per diem allowances 
V a ry a. ASS e a OSS ae 
611717171. E A E RES 1, 277.41 


And that $1,277.41 for Mr. Thorvald Solberg’s junket abroad 
was paid out of the Public Treasury with tax money wrung from 
the pockets of taxpayers whose shoulders are overburdened. 


When on Sunday morning in reading the Recorp I found 
that Mr. BLoom had published the purported statement from 
Mr. Carr that was wholly untrue, I immediately wrote to 
Mr. Carr and enclosed him the Recorp for both Friday 
and Saturday, and called his attention to the fact that in 
the matter I had quoted from his letter, every word was 
quoted correctly, and I requested of Mr. Carr that he correct 
the erroneous statement attributed to him, and I have re- 
ceived a letter from him acknowledging that I had not mis- 
quoted his letter and apologizing for his action. Omitting 
all of his extended reasons for telephoning the committee, 
which are not pertinent to the retraction, I read that part 
of his letter which does retract his unjust assertion, to wit: 

DEPARTMENT OF STATE, 
Washington, May 23, 1933. 
The Honorable THOMAS L. BLANTON, 
House of Representatives. 

My Dear Mn. Branton: I have your letter of May 21, and I 
regret more than I can tell you the construction placed upon a 
telephone message which Mr. Broom read to the House on Sat- 
urday during the debate upon House Joint Resolution 149. I wish 
to assure you at the outset that I had no thought whatsoever of 
alleging that you had misstated the facts which I had communi- 
cated to you in my letter of May 18. You made only one quota- 
tion from my letter, and that was correct. You have always 
been entirely fair with me, and I have no reason whatever to pre- 
sume that you would consciously misstate any fact I might com- 
municate to you. * If I was in error in the course I took, 
I am extremely sorry and apologize. Certainly, I had no inten- 
tion to doing more than to assist the chairman in getting all 
the facts clearly before the House. 

Very sincerely yours, 
WILBUR J. Carr. 

The above shows that my confidence in Mr. Carr was not 
misplaced. I deem him one of the most efficient officials in 
the service of the Government. You will note his state- 
ment— 

You made only one quotation from my letter and that was 
correct. 

This shows that a great injustice was done me last Satur- 
day when Mr. Bioom read into the Recorp a telephone mes- 
sage from Mr. Carr that I had misstated facts, the precise 
words being— 


In his debate of yesterday he misstated facts that were com- 
municated to him— 
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when Mr. Carr himself now frankly admits that I made 
only one quotation from his letter and that was correct. 

But the question now before us is whether we are going 
to spend $70,000 for a conference at Montevideo, Uruguay. 
Are we in such splendid financial condition that we have 
$70,000 cash to throw away on such a conference? Are our 
people free from burdensome taxes? Have we met all of 
our financial obligations? Have we plenty of money to 
spend freely? Are all of our American citizens happy with 
lucrative jobs? Are all of our disabled American veterans 
being treated justly and generously? Are they all happy 
and satisfied? These are questions that have been running 
through my mind during these closing days of Congress, 
when so many different kinds of junkets are being almost 
daily proposed. 

Mr. KELLER. Will the gentleman yield? 

Mr. BLANTON. I am sorry that I have not the time. 
Otherwise I would gladly yield to my friend. 

Our great President just now is using every effort in his 
power to economize and get this Government back on its 
feet financially. You have voted to sustain him. You have 
voted to take away from the disabled soldiers of the World 
War a part of their compensation that they need and which 
their wives and little children sadly need for their support. 
You voted to take away from the Spanish-American veterans 
a part of their compensation that they need to support their 
wives and children, when they are disabled and unable to 
work. We must correct the many injustices which have 
been done to our veterans before we vote to spend $70,000 
on a junket to Montevideo, Uruguay. 

Mr. O'MALLEY. Will the gentleman yield? 

Mr. BLANTON. I am sorry, but I have not the time. 

Mr. KELLER. We do not know what the gentleman is 
talking about. 

Mr. BLANTON. I am talking about the unwisdom of 
these $70,000 junkets. I am trying to stop this proposed 
spending of $70,000 to attend a conference at Montevideo, 
Uruguay. In my judgment, it is a $70,000 junket. It is 
unnecessary. Now, does the gentleman know what the 
issue is? 

Mr. KELLER. No; benye the gentleman is talking 
about something else. 

Mr. BLANTON. Incidentally, I have mentioned that we 
must first correct the great injustices which our Veterans’ 
Administration has done our veterans before we spend 
$70,000 on a junket to Montevideo, Uruguay. The time has 
come when we must appeal to the President to adjust these 
injustices and to right these wrongs, for I know that the 
President is sympathetic and I have confidence in him. 

I hope we will stop this $70,000. The House did not put 
it in this bill. It could not have been put in the bill here in 
the House. It would have been subject to a point of order, 
and I would have made a point of order against it and would 
have stopped it, but in another body, the Senate can put in 
all kinds of legislation in an appropriation bill and we 
cannot stop it. But we can vote it out. 

Mr. BUCHANAN. Will the gentleman yield? 

Mr. BLANTON. Always to my distinguished chairman. 

Mr. BUCHANAN. Asa matter of fact, this is a request of 
the President through the Budget, and, as a matter of fact, 
it is authorized by treaty between the United States and all 
the Americas. 

Mr. BLANTON. Mr. Speaker, I have been hearing that 
“treaty” business for nearly 20 years, every time I have 
tried to stop one of these junkets. 

Mr. BUCHANAN. This is the first time the gentlemen 
has heard it from me, and it is the truth. 

Mr. BLANTON. Simply because we have minor treaties 
authorizing conferences, does not compel us or any other 
country to spend $70,000 attending a conference. I have 
been trying to stop these so-called junket trips for nearly 
20 years and every time the excuse is offered that some 
little treaty requires it. If there is, we have the right now 
to stop spending the sum of $70,000 on a junket to Monte- 
video. All of the South American countries would be glad, 
for it would save them money they cannot afford to spend. 
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Mr. BRITTEN. Will the gentleman yield? 

Mr. STUDLEY. The Senate agreed to it. 

Mr. BLANTON. The gentleman has not yet found out 
how they do things over there. Possibly some one Senator 
put it over. 

There is going to be called up here under a special rule 
today a bill to provide an additional $50,000,000 to be loaned 
to insurance companies. There was a provision in that bill 
to not loan any money to any insurance company that paid 
any of its officials a salary larger than $17,500. But the 
Committee on Banking and Currency has stricken such 
limitation from the bill and left it entirely to the discretion 
of the Reconstruction Finance Corporation. In such con- 
nection I want my colleagues to remember that in 1929 the 
Equitable Life Insurance Co. paid its president, Mr. T. I. 
Parkinson, a salary of $75,000, and in 1932 it increased his 
Salary to $100,000 per annum. The Prudential Insurance 
Co. is paying its president, Mr. E. H. Duffield, an annual 
salary of $125,000. In 1929 the New York Life Insurance Co. 
paid its president, Mr. T. A. Buckner, a salary of $100,000 
per annum, and in 1932 it increased his salary to $125,000 
per annum. The Mutual Life Insurance Co. of .New York 
in 1929 paid its president, Mr. David F. Houston, a salary of 
$100,000 per year, and in 1932 it increased his salary to 
$125,000 for that year. In 1929 the Metropolitan Life Insur- 
ance Co. paid its president, Mr. E. F. Ecker, a salary of 
$175,000, and for the year 1932 it increased his salary to 
$200,000 per year. A salary of $200,000 per annum is too 
much; $200,000 per annum is not earned as a salary. It is 
outrageous; and especially is it outrageous when these com- 
panies are coming now to the Government of the United 
States to get laws passed so they can borrow an additional 
$50,000,000 so that they can continue to pay such unreason- 
able and inexcusable salaries, 

And when I think of such a situation as the above, and 
then think what has been brought to light yesterday and 
today about the house of Morgan, it makes my blood boil 
to think that disabled American soldiers who brought home 
victory from France, have been cut off from compensation, 
and are now suffering because it is claimed we are unable 
to pay them. It makes my blood boil to think that the Vet- 
erans’ Administration is now demanding of veterans of the 
Spanish-American War, 35 years after it is over, that they 
produce evidence sufficient to prove that their disabilities 
are of service origin. I have just received a letter from Mr. 
Charles S. Taylor, rehabilitation officer of the Disabled 
American Veterans of the World War, of Dallas, Tex., in 
which he says: 


In addition to the cases I cited to you in my former letter, I 
want to refer to you a few more actual battle casualties which 
came to my attention the past week. Without going into detail 
any more than to state that these cases were all battle casual- 
ties, the following cuts were effected: 

$50 cut to nothing. 


$50 cut to $20. 

$81 cut to $40. 

$15 cut to $8. 

$50 cut to $20. 

This bears out the statement in my last letter that the cases 
cited were just about the same as is happening to all battle casual- 
ties. The new rating schedule is to blame for this and not the 
President's instructions. While the President's instructions allow 
$20 extra per month for the loss of a hand, foot, or eye, in making 
the rating schedule this original $20 was taken into consideration 
and the degree of disability lowered accordingly. In one of the 
cases cited above the man has five separate disabilities all due to 
gunshot wounds received in action. Under the new rating sched- 
ule 3 of these show a 25-percent disability, 1 a 15- t, and 1, 
10-percent. The method of combining disabilities under the new 
rating schedule allows this man a total of $40 for all five of these 
disabilities. 


Does not the above make your blood boil? It does mine. 
And the following are the headlines in this morning’s press: 


J. Pierpont Morgan and his 19 multimillionaire partners paid no 
income taxes whatever to the Government in 1931 and 1932. 


And then, the subheadlines: 
$21,071,862 written off as losses in 2 days in January 1931. 
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And then, the following interesting news item in today’s 
paper: 

J. P. Morgan testified today that he paid taxes in England in 
1931 and 1932, the years in which he paid no income tax in the 
United States. 

They say that Andrew W. Mellon and associates profited 
about $400,000,000 from the war. They say that because of 
the war Morgan and his associates increased their holdings 
about $600,000,000. They say that there are numerous other 
multimillionaires who increased their holdings a total of 
several billion dollars because of the war. I am in favor of 
passing a law that will make each and every one of them 
dig up these undeserved and unearned profits of the war, 
and use same to pay the adjusted-compensation certificates 
which are a debt of honor due our veterans. 

We must have a general house-cleaning respecting these 
Mellons, Mills, Meyers, and Morgans, and take frem them 
the reins of government, and preserve this Republic for the 
people once more. As Christ whipped the money changers 
from the temple, we are looking to the President of the 
United States to keep his pledge, and see to it that every 
department of this Government is absolutely free of such 
contaminating influence. I have confidence in the Presi- 
dent. You have confidence in him. The people of the 
United States have confidence in him. 

In conclusion, let me state that we should not allow this 
$70,000 to be spent on this proposed junket to Montevideo. 
We ought to keep it in the Treasury. We need it for other 
purposes. It will mean much to the disabled veterans whose 
compensation the Veterans’ Administration is cutting deep 
and cruelly. I am standing by the President, but I am at 
the same time doing what I believe he wants to do—seeing 
that justice is done our soldiers of this Republic. 

Mr. BRITTEN. Mr. Speaker, I desire to submit a unani- 
mous-consent request. 

The SPEAKER pro tempore. The time is under the con- 
trol of the gentleman from Texas. 

Mr. BUCHANAN. Mr. Speaker, I yield 3 minutes to my 
colleague the gentleman from New York [Mr. TABER]. 

Mr. TABER. Mr. Speaker, I guess I am about as hard- 
boiled as anybody in the House in regard to spending money. 
I believe that it will be a great damage to the United States 
if we are not represented at the Pan American Conference 
at Montevideo. 

The Pan American Union was organized by the govern- 
ments, with the idea that the American states standing to- 
gether would create a better feeling. 

Now, for us to say that we will not send a delegation there 
would be ridiculous. It would destroy the good will that we 
might have with every South American country. It would 
be absolutely ridiculous for us to say that we would not 
spend a few thousand dollars which it costs to provide for 
the American representation at this conference. 

Frankly, if it was a matter where we could save money 
and get along I would be in favor of saving the money. But 
this is a case where if we spend $70,000 it will return to us 
many thousandfold in good will that will be created among 
the different countries. 

Mr. MAY. Will the gentleman yield? 

Mr. TABER. Yes. 

Mr. MAY. Does not the gentleman think that we could 
save this $70,000 and devote it to the hospitals of the coun- 
try to take care of the sick veterans? 

Mr. TABER. We have more hospital facilities now than 
we need. 

Mr. BRITTEN. Will the gentleman yield? 

Mr. TABER. Yes. 

Mr. BRITTEN. I have been reliably informed within the 
last few days that when the President of the United States 
invited the diplomats of other countries to call on us during 
the past 30 days their expenses were paid out of the con- 
tingent fund of the State Department. 

Mr. TABER. I never heard of it, and I do not see why 
they should do that. 

[Here the gavel fell.] 
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Mr. BUCHANAN. Mr. Speaker, I yield 2 minutes to the 
gentleman from Illinois [Mr. KELLER]. 

Mr, KELLER. Mr. Speaker, I am glad to have the criti- 
cism of the gentleman from Texas [Mr. BLANTON]. I am 
glad to stand here and hear him say that we are going to 
correct the mistake we made heretofore. I am glad he 
called attention to the fact. The gentleman from Texas 
voted for the so-called “ economy bill.” 

Mr. BLANTON. The gentleman is not with the President. 

Mr. KELLER. I am endeavoring to serve the people of 
my country. I am going to help them if I can. The gen- 
1 from Texas has had a change of heart, I am glad 

Say. 

Mr. MOTT. Will the gentleman yield? 

Mr. KELLER. Yes. 

Mr. MOTT. I was going to ask the gentleman from Texas 
[Mr. Branton] when he mentioned the matter and sug- 
gested that the time had come for Congress to correct the 
mistake it had made, how he proposed to correct it. 

Mr. BLANTON. We are going to give back a part of the 
compensation to the veterans. 

Mr. MOTT. You cannot do anything now for the vet- 
erans, for you have turned it all over to the President of the 
United States. In order to do anything for the veterans 
now, you will have to go to the President. 

Mr, KELLER. I want to say that I know the difference 
between good economy and bad economy. The gentleman 
from Texas [Mr. Branton] does not. I think we ought to 
carry out our contract with the South American states. I 
do not believe that in the name of economy we should stop 
all expenditures. That is bad economy, and we ought to 
carry out our treaty obligations. 

Mr. McFADDEN. Mr. Speaker, will the gentleman yield? 

Mr. BUCHANAN. Does the gentleman want to speak on 
the bill? 

Mr. McFADDEN.- Yes. 

Mr. BUCHANAN. Mr. Speaker, I yield 5 minutes to the 
gentleman from Pennsylvania. 

Mr. McFADDEN. Mr. Speaker, I am heartily in favor of 
this appropriation. I believe it is a part of wisdom on the 
part of the United States to enter into these understandings 
and these meetings with the South American countries. I 
am fearful, however, that we have lost our great oppor- 
tunity by not having a closer relationship with these coun- 
tries, while we have been occupying our time with European 
troubles and involvements. I think it is well for us at all 
times to keep a close relationship with peoples of North and 
South America. Therefore I am heartily in favor of this 
proposition. 

I should like, however, to call the attention of the House 
to the situation in respect to our further involvements 
abroad in these conferences. At present we have at Geneva 
an unofficial ambassador, Mr. Norman H. Davis, who yester- 
day attempted to speak for the United States and did fur- 
ther involve the United States in a consultative pact. That 
which Secretary Stimson started to do and failed to do Mr. 
Davis has done. 

Mr. O’CONNOR. Mr. Speaker, I make the point of order 
that the gentleman is not speaking to the amendment. 

Mr. McFADDEN. I am speaking to the question of these 
conferences. 

Mr. O'CONNOR. But this is a particular conference pro- 
vided in this bill, and the gentleman promised when he took 
the floor that he would confine his remarks to this matter. 

Mr. McFADDEN. Iam confining my remarks to the ques- 
tion of these conferences. 

The SPEAKER pro tempore (Mr. Wooprum). The gentle- 
man from Pennsylvania will proceed to discuss the matter 
before the House, which is Senate amendment no. 7. 

Mr. McFADDEN. If I am deprived of discussing other 
conferences, then, of course, I shall have to desist. 

The SPEAKER pro tempore. The gentleman yields back 
the remainder of his time. 

Mr. McKADDEN. Mr. Speaker, inasmuch as I was not 
permitted to say what I intended to say, under leave which 
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has been granted to extend my remarks, I am taking advan- 
tage of it because of what has happened in Washington 
today. Before the Senate Banking and Currency Commit- 
tee a preferred list of friends who are permitted to sit in on 
underwritings and deals of J. P. Morgan & Co. to the ad- 
vantage of themselves and oftentimes to the detriment of 
the public was disclosed. Among others the name of Nor- 
man H. Davis was listed in this confidential relationship 
between J. P. Morgan & Co. and this preferred group. 

For the past several years I have been calling attention to 
the work abroad, under four Presidents, of Norman H. 
Davis, and I have pointed out that in this capacity he was 
the representative of the international banking group, headed 
by J. P. Morgan & Co., and that he was not the representa- 
tive of the American people but the agent of these inter- 
national banking houses appointed by Presidents. I have 
pointed out how he has sat in unofficially, and sometimes 
officially, but always present at these great international 
conferences which dealt with armistice, war debts, Versailles 
Treaty, meetings at London, Paris, Geneva, and wherever 
international meetings involving the United States were 
held. This disclosure in the Senate Banking and Currency 
Committee today into the affairs of J. P. Morgan & Co. shows 
the close relationship that exists between this firm and Mr. 
Davis. 

Yesterday at Geneva Mr. Davis made an announcement 
to the Disarmament Conference which involves the United 
States in European affairs to a greater extent than it has 
ever heretofore been involved, and to this involvement I am 
free to say that a majority of the people of the United 
States are opposed. 

During the Hoover administration Mr. Davis was supposed 
to be the personal representative of President Hoover. 
When the Roosevelt administration came in, and, in fact, 
prior to March 4, Mr. Davis was called into conferences held 
by and between Presidents Hoover and Roosevelt. 

Wall Street is a very versatile institution. It has in turn 
promoted wars, railroads, industries, and governments—and 
it has always made money for itself. Now it is adventuring 
in a new field. It is seeking new profits under the protec- 
tion of the dove and the olive branch. Wall Street is about 
to incorporate the international conference industry. 

As a preliminary step in this new program of financial 
flotation, Wall Street has its attorneys on the ground in the 
persons of Norman H. Davis and his adviser, Allen W. 
Dulles, to so organize the conference industry or the peace 
industry that securities based upon either or both can be 
sold directly or otherwise to the public. The past history of 
Wall Street does not encourage any conclusion that an 
object other than profits can be the impelling force behind 
its actions. 

Sullivan & Cromwell, attorneys at law, have in the course 
of their practice approved the legal construction of a great 
many securities which have been sold to the American pub- 
lic. Among the many corporations whose securities they 
have shaped and recommended for investment have been 
the Goldman-Sachs structure, sold up to $209 and now 
quoted at $2; Central States Electric, sold up to $83 and 
now quoted at $1.50; and North American Co., sold up to 
$186 and now quoted at $16. An examination into the con- 
duct of the Goldman-Sachs enterprise would disclose dubi- 
ous operations by J. P. Morgan & Co. and the Goldman- 
Sachs officials which resulted in huge losses to the invest- 
ing public and the defrauding of the Government of vast 
sums which should have been paid as income tax by the 
insiders. 

Sullivan & Cromwell have evidently served their Wall 
Street clients well, but the cost of that service to the Ameri- 
can public has been something that few of us would care to 
see repeated. 

Allen W. Dulles, partner in the law firm of Sullivan & 
Cromwell, is the legal and economic adviser to Norman H. 
Davis, who in turn is an unconfirmed but nevertheless active 
ambassador to the Economic Conference and the Disarma- 
ment Conference. Mr. Dulles seems to enjoy the status of 
an unconfirmed counsel to an unconfirmed ambassador. 


These unconfirmed representatives of our interests must 
have some impelling reason for their expenditure of energy. 
Since neither this body nor the Senate has given either gen- 
tleman any authority to discuss the affairs of the United 
States with the representatives of foreign nations, they must 
draw their authority from some other source. In the case 
of Mr. Dulles, his membership in the firm of Sullivan & 
Cromwell suggests that the clients of that firm are his inspi- 
ration. One may be pardoned for presuming that Wall 
Street is going into the conference business in a really big 
way. 


The conference industry has been a costly one for the 
people of the United States—even more costly than the pro- 
moted practice of speculating in so-called “securities.” In 
both the inspiration is the same—the profit of someone 
other than ourselves. The coming conferences are to deal 
with foreign trade, we are told. For every dollar of mer- 
chandise we have exported in the past dozen years we have 
also exported more than a dollar in American money, money 
that is never coming back to us. 

It is pleaded that foreign trade will restore our prosperity. 
Foreign trade ruined our prosperity. Our exports came to 
an end because we could no longer afford to lend to the 
foreign buyer the money to pay for our goods. The for- 
eigner did not pay the bills for our exported wares; we paid 
them. 

The object of the pending London conference is stated to 
be the opening of our markets to foreign exporters. The 
real object—which is not stated—is to discover new means of 
milking the shrunken resources of the American people into 
foreign pockets. I would be glad to be told of any inter- 
national conference in which we have participated in the 
past 25 years which has brought us anything but disaster. 


Peace? Yes; we want peace and the world wants peace; ‘ 


but peace is not born in conferences with war lords. 

Speaking of the London Economic Conference, and sup- 
plementing what I have said on the floor of the House dur- 
ing the past 2 days, I now want to quote an Associated 
Press article appearing in the Washington Post this morning 
under a London headline, May 23: 

British financial circles expect currency discussions now pending 
in Washington to result in a 3 stabilization e 
ponnn the United States, France, and Great Britain. * 

O. M. W. Sprague, British representative in Washington, is con- 
sidered here to be the mouthpiece of Montagu Norman, Governor 
of the Bank of England, in the currency talks. It was recalled 
that when Mr. Norman went to the United States last year, his 
efforts at disguise and secrecy failed to save him from publicity 
and attention. 

The New York Times of today says, in speaking of the 
printed inflation started by Secretary Woodin, under a 
Washington date line: 

Coincidentally Mr. Woodin announced the appointment of 
Prof. O. M. W. Sprague, hitherto an adviser to the Bank of 
England, as financial and economic adviser to the United States 
Government, with the rank of executive assistant to the Secre- 
tary of the Treasury. 

The query naturally arises, Is Sprague with England or 
the United States? 

The article further states that before these announce- 
ments -were made Governor Black of the Federal Reserve 
System conferred with Governor Harrison of the New York 
Federal Reserve Bank and Goy. Roy A. Young of the 
Federal Reserve Bank of Boston. 

Another report indicates that Professor Sprague may be 
sent to London either as a delegate or as an expert to 
participate in the London Economic Conference. And, 
again, whom is Sprague to represent? The Bank of England 
or the United States Treasury? 

It is well for us to understand that during the past 3 
years Professor Sprague has been the economic adviser of 
Montagu Norman, Governor of the Bank of England, and 
has been advising the operations of the British stabiliza- 
tion fund which is practically the British Treasury, and the 
operation of this fund has been detrimental to the best in- 
terests of the United States in that it has affected the price 
of the dollar and price levels. 
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These incidents, together with the fact that if the United 
States enters this London Economic Conference, it will be 
almost wholly unprepared to cope with the elements which 
will be in control, and I am thoroughly convinced that this 
conference should not be participated in by the United 
States, as the accomplishments will not be beneficial but, 
on the contrary, will be detrimental to the best interests of 
the people of the United States. 

May I say that if we must have conferences, if this habit 
of sitting around tables and talking in whispers has seized 
upon us with such a grip that the addiction is incurable, 
let us confer among ourselyes upon our own affairs. Per- 
haps we can find solutions to some of our domestic problems 
and perhaps by practice we may acquire sufficient skill to 
take care of ourselves away from home. 

Mr. Speaker, these men whose names are discussed as our 


representatives in the coming conferences will not be repre- | 


sentative of our people. They will be representative of the 
class which has despoiled our people. Can we look to them 
to guard our interests? They have not guarded us in the 
past. The pressure of the changing times has led the wolf 
to pose as a sheep dog—but he is still a wolf. We will re- 
ceive no benefits until the demands of Wall Street have 
been satisfied—and when has Wall Street ever been satisfied? 

Let us set our own house in order before we undertake 
to instruct the neighbors in their economic housekeeping. 

Is our recurring activity in foreign affairs based upon the 
Old World political principle that a foreign war is the surest 
remedy for domestic discontent? 

These are not my questions. They are the questions which 
are in the minds of millions of Americans who at this hour 
are weighing us in the balance of their opinion. Men and 
parliaments alike are weighed on the scales of their per- 
formance. 

Wall Street has been very active in public affairs of late. 
The public has grown chilly toward what are playfully 
called “investment” offerings and the one-time important 
revenue from commissions on the sales of securities has 
dwindled to only a trickle of the former torrent. But Wall 
Street is a versatile institution. It adapts itself to the times. 
When it cannot sell, it buys. When it cannot buy, it bor- 
rows. When it cannot borrow, it lends. When it cannot 
lend, it collects. It always conducts itself so that it makes 
money. 

Legislative action to reduce its profits in any one field 
has the effect only of forcing it to seek another field; profits 
always avoid control, because control may operate to re- 
strict profits. From time to time gentlemen from Wall 
Street come here to tell us that we must not restrict profits. 

I have from time to time criticized the course of financial 
events. On January 14, 1932, I said in the House that the 
Reconstruction Finance Corporation was designed to be an 
aid to bankers and not to be a remedy for unemployment 
or a financial relief for the public. 

On February 17, 1932, the Interstate Commerce Commis- 
sion made public a statement from the Missouri Pacific Rail- 
road, which said that J. P. Morgan & Co. had refused to co- 
operate with the railroad by extending the maturity of one 
half of a debt to the Morgan house which was to be due on 
April 1, 1932. 

There was some discussion of the fact that the Missouri 
Pacific Railroad borrowed money from the Reconstruction 
Finance Corporation and then turned that money over to 
J. P. Morgan & Co. in payment of that debt. 

On March 31, 1933, the Missouri Pacific Railroad filed a 
petition in bankruptcy, stating its liabilities at $40,589,330, 
of which $23,134,800 represented the railroad’s debt to the 
Reconstruction Finance Corporation. Evidently the rail- 
road borrowed public money to pay its private debts and 
then went into bankruptcy, leaving the problem of reim- 
bursing the Reconstruction Finance Corporation to that 
latter corporation to solve. The only solution the Recon- 
struction Finance Corporation can offer is to lay the unse- 
cured portion of the burden on the taxpayers of the country. 

Wall Street, in this instance, represented by the House of 
Morgan, has demonstrated its versatility. It has the money. 
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The Reconstruction Finance Corporation has the notes of 
a bankrupt. 

I do not believe that the Congress should expend any part 
of our scanty public funds for the expenses of Mr. Dulles, 
Mr. Davis, or any other of the ambassadors of Wall Street 
in developing the profit possibilities of the conference in- 
dustry, nor do I believe that the Congress, the Executive, 
or the country should be bound by the outcome of their 
maneuvers. I also believe that our domestic troubles will 
tax our powers to such an extent that we had best refrain 
from taking on any more of the load of international grief 
which has already nearly broken our backs. 

Further, I believe that the international relations and 
negotiations of the United States should be conducted by 
men who have official warrant of authority direct from 
Congress. We provide liberally for our State Department 
and our Diplomatic Service. I am unable to see the neces- 
sity of also bearing the cost of fruitless European confer- 
ences, which to date have accomplished nothing but to add 
to our troubles. 

To send abroad a stream of unofficial, semiofficial, and 
Official delegates, observers, advisers, and experts would 
seem to be an imputation that our selected ambassadors and 
other officials of the State Department are not competent to 
perform their duties—an imputation which appears to be 
an injustice to those gentlemen and to the executive who 
selected them. 

Mr. BUCHANAN. Mr. Speaker, the first conference of 
the “ all-Americas ”, which includes Canada, Mexico, and all 
of the South American countries, was held in 1889, and 
was called by Mr. Blaine, then Secretary of State. It re- 
sulted in great good and tended to bring the nations of 
all the Americas together in harmony and good will. The 
next conference was held in the City of Mexico in 1901, 
the next in 1906, the next in 1910, the next in 1923, and the 
last one in 1928, and these conferences were held at va- 
rious places in various countries. At one of these con- 
ferences a convention was adopted in which the delegates 
recommended to their respective nations that these con- 
ferences be held every 5 years, to encourage trade rela- 
tionship, to solve transportation and other problems, and 
to suggest proper treaties and the settlement of difficul- 
ties between the different countries of this hemisphere. 
This is merely carrying out that treaty formally ratified in 
every country, that the conference would be held every 5 
years. These conferences have resulted in great good, and 
in consideration of the problems that now confront us all, 
I think we should stand together. 

Mr. McCLINTIC. Mr. Speaker, will the gentleman yield? 

Mr. BUCHANAN. Yes. 

Mr. McCLINTIC. Will the gentleman say that this pro- 
posed conference could or would perform a service that is not 
now being taken care of by the Pan American Union? 

Mr. BUCHANAN. It could and does. They work in per- 
fect harmony with the Pan American Union. In fact, the 
Governing Board of the Pan American Union is the Board 
that calls the conference. This same conference has been 
postponed for 12 months. If we had the right to call it, and 
I investigated that, I would ask that they postpone this for 
a year and not call it at the present time, but the power to 
call it is not vested in this Nation but in the Governing 
Board of the Pan American Union, and if they call it and 
hold it, we ought to be represented. Otherwise we will undo 
all the good that we have done in the past years in bringing 
the Americas together. 

Mr. McCLINTIC. Is the gentleman in a position to say 
whether or not the countries in South America that are now 
either in revolution or have had their government over- 
thrown could find delegates to a conference of this kind in 
proper mind to participate in such a conference? 

Mr. BUCHANAN. I think when turmoil and dissention 
are dividing any country in South America that is the time 
to have a convention to pour oil on the troubled waters. 

Mr. GRIFFIN. Mr. Speaker, will the gentleman yield? 

Mr. BUCHANAN, Yes. 
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Mr. GRIFFIN. I am in favor of this amendment, but I 
question the wisdom of the language in lines 5 and 6, which 
seems to give permission to the delegates to travel by indi- 
rect routes. What is the idea of that? 

Mr. BUCHANAN. That is the idea of the State Depart- 
ment, and that is one of the provisions that caused this 
amendment to be brought to the House for a vote, because 
it is legislation on an appropriation bill. That compelled 
me to bring it back for a vote. Otherwise I would have 
agreed to this appropriation in conference. 

Mr. GRIFFIN. Cannot the House vote on it now? 

Mr. BUCHANAN. Oh, it is such a small matter that it is 
not worth while sending the matter back to conference. It 
is not going to amount to anything. 

Mr. GRIFFIN. I am afraid it opens it up to criticism by 
our friend from Texas [Mr. BLANTON] that it may prove it- 
self to be a junket. 

Mr. BUCHANAN. If you travel the most direct route, 
you would have to go direct from here to the place where the 
convention is held. Our delegates may desire to travel 
through another country and meet that country’s delegates 
and have a preliminary meeting. They could not do that 
without this authority. 

Mr. GRIFFIN. They might go to Geneva, and that would 
be a junket. 

Mr. BUCHANAN. It is a great advantage. 

Mr. BLANTON. Will the gentleman yield? 

Mr. BUCHANAN. I yield. 

Mr. BLANTON. My colleague knows that as my chair- 
man I follow him on practically everything, but the gentle- 
man himself says he would like to put this off for a year 
if he could. Does not the gentleman from Texas know that 
if this Congress of the United States would refuse to appro- 
priate this $70,000 there would not be any such conference 
held this year? 

Mr. BUCHANAN. No; I do not. 

Mr. BLANTON. Other countries would follow suit, and 
they would save their money and put this off until next 
year or the year after, and we would save $70,000 for the 
taxpayers of the United States. 

Mr. BUCHANAN. No. The gentleman from Texas does 
not know it would not be held. Neither does the other gen- 
tleman from Texas know it would not be held. If it is 
not held, the money is not spent, and there is no harm done. 
If it is held, we are represented there. So what harm can 
be done? 

Mr. BLANTON. But if we appropriate $70,000 the other 
countries will feel as if they have to do the same thing, 
when it would be best for all of these countries to save their 
money this year and not have the conference. 

Mr. BACON. Will the gentleman yield? 

Mr. BUCHANAN. I yield. 

Mr. BACON. I am informed the State Department con- 
Siders this conference of the utmost importance. 

Mr. BUCHANAN. Absolutely, and so does the President 
of the United States. 

Mr. BACON. And I am informed the President of the 
United States considers it of the utmost importance, and 
he is very anxious that this conference should be held. In 
these times of turmoil and trouble, if we can do a little to 
help the peace and good will of North America, I think we 
should do it. 

Mr. BUCHANAN. Mr. Speaker, I yield 2 minutes to the 
gentleman from New York [Mr. FISH]. 

Mr. FISH. Mr. Speaker, I am not so very enthusiastic 
about most international conferences. In fact, I do not 
look for much good from any of the European international 
conferences. As I said in the House the other day, we 
generally get it in the neck. I am afraid in the coming 
European conference we will lose our shirts, and we may 
come home like Mr. Gandhi; but this is a different matter. 
This is a conference with South America. I not only think 
it is highly important that we should attend and partici- 
pate but I believe it is for the best interest of our country, 
particularly in these days when the British Empire is hold- 
ing imperial trade conferences and giving preferential rates 


to all parts of its Empire, and France is doing the same 
thing. I think this Pan American conference would be very 
helpful. I am going to make this statement, although I am 
a protective Republican, I always have been, and hope to 
always continue to be; but I believe if we are going to make 
any concessions in the way of trade and reduction of tariff 
rates it ought to be on the American continent. It ought 
to be toward South America, Canada, and Cuba; and if 
they can consider matters of this kind before this Pan 
American conference, I believe it will be for the best interest 
of all American people on this continent and for all people 
in our own country. 

The SPEAKER pro tempore. The time of the gentleman 
from New York [Mr. FisH] has expired. 

Mr. BUCHANAN. Mr. Speaker, I move the previous ques- 
tion. 

The previous question was ordered. 

The SPEAKER pro tempore. The question is on the mo- 
tion of the gentleman from Texas [Mr. Bucnanan] to recede 
and concur in the Senate amendment. 

The motion was agreed to. 

The SPEAKER pro tempore. The Clerk will report the 
next amendment in disagreement. 

The Clerk read as follows: 

Amendment No. 14, On page 7, beginning in line 7, insert: 

“RECONSTRUCTION FINANCE CORPORATION 

“That paragraph (6) of section 201 (a) of the Emergency Re- 

Pe berate ieee 8 
OllOWS: 

“*(6) to make loans to nonprofit corporations, with or without 
capital stock, organized for the purpose of financing the repair 
or reconstruction of buildings by earth 
or cyclone in the year 1933 and deemed by the Reconstruction 
Finance Corporation economically useful. Obligations accepted 
hereunder shall be collateraled (a) in the case of loans for the 
repair or reconstruction of private property, by the obligations 
of the owner of such property secured by a paramount lien except 
as to taxes and special assessments on the pro repaired or 
reconstructed, and (b) in the case of municipalities or political 
subdivisions of States or their public agencies, by an obligation 
of such municipality, political subdivision, or public agency. 
The corporation shall not deny an otherwise acceptable appli- 
cation for loans for repair or reconstruction of the buildings 
of municipalities, political subdivisions, or their public agencies 
because of constitutional or other legal inhibitions affecting the 
collateral. The collateral obligations may have maturities not 
exceeding 10 years. Loans under this paragraph shall be fully 
and adequately secured. No loan hereunder shall be made after 
December 31, 1933. The aggregate of the loans made under this 
paragraph shall not exceed $5,000,000.’ ” 

Mr. BUCHANAN. Mr. Speaker, I move to recede and 
concur with an amendment. 

The Clerk read as follows: 

Mr. BucHANAN moves that the House recede from its disagree- 
ment to the amendment of the Senate numbered 14, and agree 
to the same with the following amendment: In line 8 of the mat- 
ter inserted by said amendment, after the word “earthquake”, 
insert the word “ fire.” 

The SPEAKER pro tempore. The question is on the mo- 
tion of the gentleman from Texas [Mr. BUCHANAN]. 

The motion was agreed to. 

On motion by Mr. Bucuanan, a motion to reconsider the 
vote by which the motion was agreed to was laid on the 
table. 

PERMISSION TO ADDRESS THE HOUSE 

Mr. KVALE. Mr. Speaker, I ask unanimous consent to 
address the House for 4 minutes. 

The SPEAKER pro tempore. Is there objection to the 
request of the gentleman from Minnesota [Mr. KvaLE]? 

There was no objection. 

Mr. KVALE. Mr. Speaker, this morning’s RECORD con- 
tains an earnest, forceful, and constructive statement by the 
gentleman from Texas [Mr. KLEBERG] with reference to the 
Economy Act as it applies to veterans. One statement, or, 
rather, a quotation in that statement of the gentleman from 
Texas has aroused my curiosity. That will be found on page 
4023 of the Record. That statement reads: 

There are no funds available to pay return transportation for 
beneficiaries discharged. 

That is, discharged from veterans’ hospitals and from 
soldiers’ homes. 
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I have tried to reconcile that statement that no funds are 
available to pay return transportation of veterans discharged 
from soldiers’ homes and hospitals, with the statement which 
appeared in last night’s news reports of the payment of 
return transportation to those who had been in attendance 
at the bonus convention of the B.EF. 

The article in last night’s paper stated that the transpor- 
tation was being supplied, not out of the fund which would 
apply as a lien against the bonus of those veterans, the 
remaining half of which is unpaid, but out of the general 
funds of the administration. I thought if those funds were 
available for that purpose, certainly similar funds should be 
available to pay for the destitute, disabled, sick, and dis- 
couraged men who are turned out of these hospitals and 
homes as a result of the operation of this act. 

Mr. FISH. Will the gentleman yield? 

Mr. KVALE. I yield. 

Mr. FISH. I am sure the gentleman is correct, because 
not only do they use those funds for that purpose, but I 
understand they used those funds to hire the hall here at 
$300 a day in which to hold the convention, and they paid 
$1,000 a day to bring truck loads of delegates to the meeting. 

Mr. KVALE. I hope the gentleman will have regard for 
my limited time; I have only 4 minutes. 

Mr. FISH. I am asking by what authority of law that 
was done. 

Mr. KVALE. I am coming to that. 

Mr. KLEBERG. Will the gentleman yield? 

Mr. KVALE. I yield. 

Mr. KLEBERG. I have in my hand by cbincidence a 
letter from a veteran evidently completely patriotic and 
unusually patient despite his plight, on this proposition, 
which I hope the gentleman will see fit to include in his 
extension of remarks, if he asks that permission. This 
letter is in support of your statement. 

Mr. KVALE. I appreciate my colleague’s interest and 
cooperation. Will the gentleman make the request or does 
he want me to make it? 

Mr. KLEBERG. I wish the gentleman would make the 
request, for it is right in line with what the gentleman is 
now saying. 

Mr. KVALE. Mr. Speaker, I so request. 

The SPEAKER pro tempore (Mr. Wooprum). Is there 
objection to the request of the gentleman from Minnesota? 

There was no objection. 

VETERANS’ ADMINISTRATION HOME, 
Kansas. 

Dear Mr. KLEBERG: You will remember I wrote you some time 
ago from Corpus Christi, Tex., about getting in a veterans’ hos- 
pital, The Veterans’ Administration sent me here to the soldiers’ 
home, 5 5 now, as you know, they are going to turn most of us 
4 7 1 have no money to get home and am not able to hitch-hike 
it home. I would like to know if Congress could fix some way 
to give us tation to our homes. There will be hundreds 
of us out without a place to go, and unable to work. 

If I could get back home, I could make it some way. I will 
re you very much if you tell me what, if anything, they 
can do. 

Very truly, 
Ben H. HENNING. 

Mr. KVALE. Now, Mr. Speaker, I went to see the As- 
sistant Administrator of Veterans’ Affairs, in charge of 
finances, and asked him out of what funds this money came 
and by what authority it was granted for the payment of 
transportation of the bonus-application delegates, because 
the papers said that one delegate came at the last moment 
from Philadelphia, signified his desire to go to Seattle, and 
without question the fare was paid. Another man was sent 
to Alaska, according to the same news story. 

The Assistant Administrator said that he did not know 
about it, that he did not understand it, and referred me 
to General Hines himself, the Administrator. 

General Hines told me frankly that he had been ordered 
by the administration to make these payments, and that 
they were made after consultation with members of the 
Appropriations Committee of this body; that he had in- 
formal assurance that the independent offices appropriations 
bill would, when it emerged from conference, carry funds 
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which would supplement the limited funds he had at his 
disposal for the transfer of patients and veterans from one 
hospital or home to another. 

Mr. TABER. Mr. Speaker, will the gentleman yield? 

Mr. KVALE. I yield. 

Mr. TABER. I may say that if I am on that conference 
I will not agree to this kind of doings. 

Mr. KVALE. Then the gentleman will not subscribe to 
what I am going to say, because I was going to go on and 
ask the membership of this House who are interested in 
the groups of veterans being discharged from hospitals and 
left without transportation, to go to the Members of the 
House Appropriations Committee, and to confer in addition 
with Senators upon the Appropriations Committee, to see 
that if the grant is made for veterans who were in Wash- 
ington to be transported to their homes funds may also be 
granted for the veterans who are left now, far away from 
their homes, as the result of the Economy Act, so that they 
may be transported to their homes. 

[Here the gavel fell.] 

Mr. FISH. Mr. Speaker, I ask unanimous consent that 
the gentleman from Minnesota may proceed for 5 additional 
minutes. 

The SPEAKER pro tempore. Is there objection to the 
request of the gentleman from New York? 

There was no objection. 

Mr. KVALE. Now, Mr. Speaker, I realize that by such a 
request I am going to embarrass members of the House 
Appropriations Committee, but my reason for making the 
request is this: Pending the revision of these veterans’ regu- 
lations under the application of the Economy Act, the Ad- 
ministrator can go ahead in one instance if he has the 
informal assurance of the House committee. Now, in the 
emergency, with the discharged men actually on the street 
and destitute, he could take similar action if he had similar 
assurance from the committee that the money would be 
forthcoming. 

Mr. BLANCHARD. Mr. Speaker, will the gentleman 
yield? 

Mr. KVALE. I yield. 

Mr. BLANCHARD. The gentleman understands, of course, 
there are hundreds of cases such as those he has spoken of. 

Mr. KVALE. Certainly; and the pitiful part of it is that 
just because they are far enough away so that they are 
not on the doorsteps of the Members of Congress and of 
those in positions of executive responsibility, no attention 
is paid to them. But for those who are in the Nation’s 
Capital funds can be found to transport them away in 
order that they may not embarrass some of us, at the same 
time that under the present plan the sick, disabled, dis- 
couraged veteran discharged from the hospital or home is 
left to hitch-hike his way back home, if his impaired 
strength and health will enable him to do so. 

Mr. FISH. Mr. Speaker, will the gentleman yield? 

Mr. KVALE. I yield. 

Mr. FISH. Can the gentleman now tell me under what 
authority of law General Hines took this money and gave 
it to the veterans? 

Mr. KVALE. I am not blaming General Hines for trans- 
gressing any authority; I feel he perhaps can show he did 
and does have the authority. 

Mr. FISH. The gentleman will agree that those admin- 
istering public funds must act under the authority of law. 

Mr. KVALE. He acted on the informal assurance that 
the funds over which he has supervision will be supple- 
mented later on, when the independent offices bill comes out 
of conference. 

Mr. FISH. Who gave that assurance, Congress or some 
individual Member of Congress? 

Mr. KVALE. The gentleman will have to confer with the 
members of the Appropriations Committee. I do not know. 

Mr. FISH. We should like to know who gave that assur- 
ance. Does the gentleman know who gave it? 

Mr. KVALE. I do not. 

Mr. McFADDEN. Mr. Speaker, will the gentleman yield? 

Mr. KVALE. I yield. 
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Mr. McFADDEN. Inasmuch as the precedent has been 
established, does not the gentleman feel a refund should be 
made to the soldiers who last year had to borrow the money 
and give a lien on their certificates? 

Mr. KVALE. I do not go quite that far, but I may say 
this, that I believe 9 out of 10 of the veterans that were sent 
out of town at the expense of the Government would be un- 
willing to accept it if they knew the gratuity was given them 
at the expense of the crippled, diseased, and helpless men 
who are out on the streets without adequate clothing, with 
no way to get back to their homes. 

Mr. TABER. Mr. Speaker, will the gentleman yield? 

Mr. KVALE. I yield. 

Mr. TABER. My understanding was that the Appropria- 
tions Committee was opposed to paying the expenses of any 
convention here; that a convention of veterans was not any 
more entitled to have the Government pay its expenses than 
the D.A.R., or a group of national feed dealers, or any other 
group coming here to seek legislation from Congress. 

Mr. KVALE. This was an emergency. I cannot quite 
agree with the gentleman’s position. 

Mr. SNELL. Mr. Speaker, will the gentleman yield? 

Mr. KVALE. I yield. 

Mr. SNELL. By what authority were they fed and 
housed? Who appropriated the money, or who gave the 
authority for the use of the money? 

Mr. KVALE. As I understand it, that was done out of 
War Department general funds. Just what the bookkeep- 
ing arrangement was, or what the specific order was, I do 
not know. 

Mr. SNELL. By what authority could the War Depart- 
ment feed 500 men, whether they be soldiers or civilians? 

Mr. KVALE. The War Department took similar action 
on a much more limited scale last year with reference to 
housing and to the purchase of clothing and emergency 
rations. The gentleman knows that. 

Mr. SNELL. I did not know that. 

Mr. KVALE. Last year emergency rations were issued. 

Mr. SNELL. I am informed they were authorized by 
Congress to do it at that time. 

I should like to have some one from some department of 
the Government tell me what right any executive officer has 
to use funds appropriated for one purpose for an entirely 
different purpose. 

Mr. KVALE. The gentleman knows that many strange 
things are being done these days. 

Mr. SNELL. I admit that, but I am going to try to find 
out about this. 

Mr. MOTT. If the gentleman will permit, may I suggest 
to the minority leader that apparently money may be spent 
by the administration upon the same authority that they 
withhold other money. A good example of this is the fund 
appropriated to the States for roadbuilding, which was 
specifically exempted from being withheld under the Re- 
forestation Act, but which the President, by an informal 
letter, has been holding up for the last 3 months without 
any shadow of authority. 

Mr. SEGER. Will the gentleman yield? 

Mr. KVALE. I yield. 

Mr. SEGER. I read somewhere during the occupation of 
the bonus army that some of this money came from a fund 
which was appropriated for French veterans and was not 
expended for that purpose. Does the gentleman know any- 
thing about that? 

Mr. KVALE. It was intended to take up that expenditure, 
and they justified their action bere on that basis, stating it 
had been appropriated and set aside and earmarked, but 
not used, and hence they felt justified in using it in this 
emergency. 

Let me make a final plea. This is an emergency. We can- 
not wait for regulations to be revised. These men are on 
the street and they are destitute. They are not even strong 
enough to hitch-hike. If there can be latitude in one in- 
stance, it must be given in another. I am very sincere about 
this, and I believe that this purpose can only be accom- 
plished by prevailing upon the House Appropriations Com- 
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mittee to give at least informal assurance to the Adminis- 
trator of Veterans’ Affairs so that he can act in the matter 
at once. LApplause. ] 

[Here the gavel fell] 

Mr. McGUGIN. Mr. Speaker, I ask unanimous consent 
to address the House for 5 minutes on veterans’ matters. 

The SPEAKER. Is there objection to the request of the 
gentleman from Kansas? 

There was no objection. 

Mr. McGUGIN. Mr. Speaker, I think the time has come 
when someone should stand on the floor of this House and 
voice the suggestion that the regulations promulgated by 
President Roosevelt and as being administered by the Veter- 
ans’ Bureau are not in keeping with the message sent to 
the Congress by the President in which he pledged the 
Congress and the people that if he were given the power 
under the economy bill, he would administer it justly and 
fairly to the veterans, consistent with the ability of the 
people to pay. I think it is particularly proper that this 
protest come from one who believed whole-heartedly in that 
message and who, without hesitation, acted as I did as a 
member of the Economy Committee. I accepted the Presi- 
dent’s message in the same spirit of confidence in him that 
the veterans had in him when they voted for him last 
November. I think it is also fitting that these remarks 
should come from one who voted against the bonus last 
year and one who is now opposed to the immediate cash 
payment of the bonus. I am such a person. I think the 
ill-advised demand for a bonus, including 12 years of un- 
accrued interest, at a time when the country was on its 
knees did much to bring about the dilemma in which the 
veterans now find themselves. Here are some of the things 
which I believe are wrong in the President’s regulations and 
in the administration of them by the Veterans’ Bureau. 

First, I do not believe that it was the belief of Congress 
that the President was going to use the power granted by 
the economy bill to reduce the degree of disability of vet- 
erans who incurred disability in line of service. 

There might be some justification for the flat 20-percent 
reduction, as provided in his regulations, in the compensa- 
tion for war-incurred disability on the theory that the pur- 
chasing power of the dollar is greater now than it was at 
the time the pensions were originally authorized, but there 
is no justification for reducing the degree of disability. The 
truth is neither the Congress nor the country was demanding 
or expecting any percentage reduction in service-connected 
compensation. If a veteran had a war-incurred disability 
of a given percentage 1 year ago, he has the same or greater 
percent of disability now. The reducing of the degree of 
war-incurred disabilities, as is now going on in the Veterans’ 
Bureau, in my judgment, is indefensible. 

At this time I am not ready to lay the criticism at the 
door of the President, because I realize he is busy; and yet 
it was the President, not the Budget Director, not the Ad- 
ministrator of Veterans’ Affairs, who sent the message to 
the Congress and to the country, and the President must 
bear this responsibility if he permits this wrong to be per- 
petrated upon the veterans of this country with war-incurred 
disabilities. The regulations under which the Veterans’ 
Bureau is now making these changes in veteran benefits are 
regulations signed and issued by the President. It is no ex- 
cuse that he permitted a Budget Director and the Adminis- 
trator of the Veterans’ Bureau to prepare these regulations. 
The President never requested, and Congress never gave any 
authority, for the Administrator of the Veterans’ Bureau or 
the Budget Director to prepare regulations pertaining to 
veteran benefits. The President requested that Congress 
give that authority to him, and it was to him that Congress 
gave the authority to issue regulations prescribing veteran 
benefits. 

As one who stood for this measure, and who under simi- 
lar circumstances would do the same thing again, as a 
veteran, as a Member of Congress, and as a citizen of this 
country, I protest against the wrong which is being perpe- 
trated on war-disabled veterans and the dependents of war- 
disabled veterans. 
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In the case of the Spanish War veterans, the Veterans’ 
Bureau is literally prostituting a provision placed in that 
bill by the Congress, namely, that the presumption would be 
that the disabilities of Spanish-American War veterans 
were incurred in service. There was just reason for this 
presumption, because the Government did not keep good 
medical records during the Spanish-American War. The 
presumption of war-incurred disability, as any lawyer un- 
derstands the meaning of a presumed disability, finds no 
place in the administration of this act by the Veterans’ 
Bureau at this time. The burden of proof is still upon the 
Spanish War veteran under the conduct of the Bureau. 

[Here the gavel fell. j 

Mr. McGUGIN. Mr. Speaker, I ask unanimous consent 
to proceed for 2 more minutes. 

Mr. BLANTON. Mr. Speaker, I reserve the right to object 
so that the time for the question will not be taken out of 
the gentleman’s time. I want to ask my friend from Kansas 
if he thinks it is possible for the Spanish-American War 
veterans, 35 years after the war is over, to look up and get 
proper evidence to prove that their disabilities are service 
connected? - 

Mr. McGUGIN. I know it is wholly impossible. 

Mr. BLANTON. That is what the Veterans’ Administra- 
tion is trying to require them to do, and as it is impossible 
for them to get the proof, we ought not to let the Veterans’ 
Administration require it. 

The SPEAKER. Is there objection to the request of the 
gentleman from Kansas? 

There was no objection. 

Mr. McGUGIN. The Bureau in doing this is entirely dis- 
regarding a mandate from Congress, because we placed a 
provision in this bill that it should be presumed that their 
disability was incurred in line of duty, and therefore the 
burden of proof would be upon the Government and not 
upon the Spanish War veterans. 

Mr. BLANTON. With such presumption in favor of the 
veteran, unless the Government can prove that it is not a 
service-connected disability, the Government has no right to 
change their ratings. 

Mr. McGUGIN. Of course not. This is an abuse of 
power. It is bureaucratic oppression on the part of the Vet- 
erans’ Bureau to carry on as it has in the case of the 
Spanish War veterans on the question of whether or not 
they have service-connected disabilities. 

Now, there is another thing I want to touch upon. Under 
the old law the child of a World War veteran under 18 
years of age received a pension. Under the new regulations 
the late World War veteran's child ceases to receive a pen- 
sion when that child reaches the age of 16. 

The veteran killed on the field of battle, when his son or 
daughter reaches the age of 16 the pension stops under this 
new regulation. 

That is not Christian; it is not American; it is not com- 
mon decency. We are not living in such an age. 

Sixteen years is not now the age of maturity. The old 
provision should prevail that pensions do not cease until the 
child reaches the age of 18 years and not until the age of 21 
when it is used for the purpose of an education. To stop 
these pensions upon the child reaching the age of 16 years, 
and thereby turning the child out in the world to hustle for 
himself, is an act on the part of the Government of forcing 
child labor. 

The bill which Congress enacted giving the President the 
authority which he requested provided that no Spanish War 
veteran over 62 years of age should be stricken from the 
pension rolls. The regulations make a mockery of this 
provision added to the bill by Congress. When Congress 
required that the Spanish War veterans be left on the pen- 
sion rolls it meant that Congress intended for these veterans 
to have a reasonable pension. When Congress was having 
confidence in the President and leaving much to him, Con- 
gress had a right to expect that reasonable consideration 
would be given to the wishes of Congress that Spanish War 
veterans be not stricken from the pension rolls. The Presi- 
dent’s regulations set the pension at $6 a month for those 
Spanish War veterans who otherwise would be stricken 
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from the rolls except for this age provision made by Con- 
gress. I submit that this is not a fair regard for the wishes 
expressed by Congress in this matter. Setting these pen- 
sions at $6 is a dodging of the wishes of Congress rather 
than exercising a reasonable courteous regard for the wishes 
of Congress. Placing Spanish War pensions at a minimum 
of $6 can more properly be termed a spurning of the wishes 
of Congress and a wrong to the Spanish War veterans. 

There may be other injustices in these regulations. I do 
not claim that this is all. These are the ones which I have 
particularly in mind at this time. These remarks are at 
this time primarily a criticism of the President’s regulations 
rather than a criticism of him personally. If he permits 
these abuses to continue, then, so far as I am concerned, 
they become equally as much a criticism of the President as 
they are of his regulations. The President is popular. I 
want him to succeed. I want him to retain public confi- 
dence, not alone for himself but for the good of the country, 
but no man can be so popular that he has the right to do 
wrong or permit wrong to be done and expect to escape 
criticism. 

The stability of government demands economy in govern- 
ment. On that score I stand where I have always stood. 
The veterans must meet their share of this economy. In 
this spirit there is much economy which. must be effected 
in veteran expenditures, but there is no way to effect such 
economies as are now being attempted without the Govern- 
ment repudiating an honest debt due to veterans disabled 
in the defense of their country. 

I make this plea hoping in my humble way that it will 
awaken the conscience of the country and thereby prevent 
the wrongs which I have here mentioned and which are 
about to be effected. [Applause.] 

Mr. BLANTON. Mr. Speaker, I ask unanimous consent 
to revise and extend the remarks I made and include therein 
several excerpts. 

The SPEAKER. Without objection, it is so ordered. 

Mr. WOODRUM. Mr. Speaker, I ask unanimous consent 
to address the House for 5 minutes. 

The SPEAKER. Without objection, it is so ordered. 

Mr. WOODRUM. Mr. Speaker, when the message of the 
President of the United States came to Congress March 10 
asking for authority to issue rules and regulations respecting 
the veterans’ payments, and so forth, the Speaker appointed 
a special committee of five members to consider the resolu- 
tion and report thereon to the House. 

Along with the gentleman from Kansas, I was a member 
of that committee. I am sorry to see that my friend and 
colleague on that committee is now weakening on the posi- 
tion that he so courageously and patriotically took on that 
occasion. 

Today I stand where I stood then—willing to trust the 
good sense and ultimate judgment of the President of the 
United States insofar as the veterans are concerned. 

Gentlemen, let me say this to you: It was contemplated 
in the beginning that in making regulations of this kind, 
dealing as they do with hundreds and thousands of cases— 
not individuals but with classes—it was realized that un- 
doubtedly injustices were going to come in, and discrimina- 
tions, hardships, just the same as under the old law when 
men received benefits that no Member of Congress could or 
would justify. 

Now, gentlemen, I repeat what I said when I brought in 
the independent offices bill. I know there are places in 
the new regulations where the cut is more drastic than the 
Administrator of the Veterans’ Affairs intended it to be, 
more drastic than the Director of the Budget intended it to 
be, more drastic than the President intended it to be. 

Mr. MOTT. Will the gentleman yield? 

Mr. WOODRUM. Yes. 

Mr. MOTT. Will the gentleman say why the President 
let these drastic cuts be made? 

Mr. WOODRUM. Because the regulations had to be put 
into effect in thousands of cases—not individuals—but after 
we have made a careful survey and study, the gentleman 
may rest assured that the administration will in the end do 
full justice to the veterans, LApplause. ! 
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Mr. MOTT. How can the gentleman say, when you cut a 
compensation 50 percent, that the cut of 50 percent was 
greater than the one who cut it.intended it to be? 

Mr. WOODRUM. Mr. Speaker, I do not know what the 
gentleman’s question means. I say that the President issued 
these regulations, and they are being put into effect. It has 
now been demonstrated that some of the cuts are very 
drastic; and I can say with assurance, and the President has 
himself said to the American people and to the commander 
of the American Legion when he called on him, that the 
new regulations and their effect were undergoing a survey 
and careful study, and as soon as the full effect can be 
shown, wherever there ought to be revisions in order to do 
justice to service-connected cases, those changes will be 
made; and if such changes are not made, Congress always 
has the right to go back and correct the matter if it wants 
to do it. But my plea to the Congress—and I beg of you, 
my Democratic colleagues—in God’s name, let us give the 
President a chance to do the job himself. We gave him the 
authority; now let us give him the opportunity to go through 
with the job and do the thing the way it ought to be done. 

Mr. MOTT. Does the gentleman believe a system of trial 
and error is the proper system to arrive at what should be 
done? 

Mr. WOODRUM. No; I do not; and I do not think any 
such system has been used. 

Mr. PARSONS. Mr. Speaker, will the gentleman yield? 

Mr. WOODRUM. Yes. 

Mr. PARSONS. I am willing to trust the President so far 
as the President has time to have knowledge of what is 
being done, but the gentleman knows that the Administrator 
of the Veterans’ Bureau has occupied this same position for 
more than 10 years, and he is the fellow who made the 
report, who knew exactly what he was going to do when 
that bill was brought in, and you cannot deny that he did 
not know what was going to be put into effect under the 
rules and regulations prescribed right now. 

Mr. WOODRUM. I do deny it, and I think I have as 
much opportunity to know about it as the gentleman from 
Illinois. I do deny that they intended some of the cuts that 
have been made. 

The SPEAKER. The time of the gentleman from Virginia 
has expired. 

Mr. WOODRUM. Mr. Speaker, I ask unanimous consent 
to proceed for 2 minutes more. 

The SPEAKER. Is there objection? 

There was no objection. 

Mr. KVALE. Mr. Speaker, will the gentleman yield? 

Mr. WOODRUM. Yes. 

Mr. KVALE. The gentleman was so courageous in assum- 
ing full responsibility for his share in reporting the original 
act that I think some of us should testify that the gentleman 
from Virginia had the courage and vision some months ago 
to see what was coming, and advised quietly that the sensi- 
ble thing to do might be to accept a flat 10 percent cut in 
order to avoid the major penalties that have now been 
inflicted. 

Mr. BUSBY. Mr. Speaker, will the gentleman yield? 

Mr. WOODRUM. Yes. 

Mr. BUSBY. The gentleman gives us his view of what 
has taken place. If the gentleman will permit, I dissent 
entirely from the conclusion he reaches on the facts that 
he has stated, because I think this all comes about from 
the National Economy League to accomplish a definite and 
certain cutting out of compensation to veterans without 
regard to how it is to be done, and they accomplished exactly 
what the Chamber of Commerce of the United States said 
should be done, a $400,000,000 cut, and it has made very 
little difference with them about the merits of the individual 
cases, 

Mr. WOODRUM. The gentleman shows his absolute un- 
familiarity with the program of the Economy League. 

Mr. BUSBY. But 

Mr, WOODRUM. Oh, I do not yield. Let the gentleman 
sit down and listen to me for a moment. 

Mr. BUSBY. Then, we will have to have a quorum here, 
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Mr. WOODRUM. I do not care. Call for a quorum if 
you like. The National Economy League did not advocate a 
cut of service-connected disability compensation. All they 
advocated was the entire elimination of non-service-con- 
nected disability compensation. 

The SPEAKER. The time of the gentleman from Vir- 
ginia has again expired. 

PURCHASE BY RECONSTRUCTION FINANCE CORPORATION OF 
STOCK OF INSURANCE COMPANIES 

Mr. O'CONNOR. Mr. Speaker, I call up House Resolution 
156, a privileged report from the Committee on Rules, which 
I send to the desk and ask to have read. 

The Clerk read as follows: 


House Resolution 156 


Resolved, That immediately upon the adoption of this resolution 
it shall be in order to move that the House resolve itself into the 
Committee of the Whole House on the state of the Union for the 
consideration of S. 1094, an act to provide for the purchase 
by the Reconstruction Finance Corporation of the preferred 
stock and/or bonds and/or debentures of insurance companies. 
That after general debate, which shall be confined to the bill 
and shall continue not to exceed 2 hours, to be equally divided 
and controlled by the chairman and ranking minority member 
of the Committee on Banking and Currency, the bill shall be 
read for amendment under the 5-minute rule. At the con- 
clusion of the r of the bill for amendment, the Com- 
mittee shall rise and report the same to the House with such 
amendments as may have been adopted, and the previous question 
shall be considered as ordered on the bill and amendments thereto 
to final passage without intervening motion except one motion to 
recommit. 

Mr. O'CONNOR. Mr. Speaker, I yield 30 minutes to the 
gentleman from Pennsylvania [Mr. RANSLEY]. 

Mr. RANSLEY. Mr. Speaker, there is no demand for 
time on this side of the aisle. 

Mr. O'CONNOR. Mr. Speaker, I yield myself 10 minutes. 
This rule provides for the consideration of what is known 
as “the insurance bill”, reported by the Committee on 
Banking and Currency, permitting the Reconstruction Fi- 
nance Corporation to purchase the preferred stock or capital 
notes of insurance companies. We are informed that an 
emergency exists, that the administration desires the passage 
of this bill to help out in the insurance field. It is a bill 
somewhat along the line of the bill we passed authorizing the 
Reconstruction Finance Corporation to purchase the pre- 
ferred stock of banks. Yesterday I placed in the RECORD, 
on page 4020, a statement of the situation which gives rise 
to the need for this legislation. The need is not confined to 
any particular company. It is not confined to any particular 
city or State. The failures in the insurance world to date 
have been large and widespread. Many of these insurance 
companies do business in practically every State in the 
Union and have hundreds of thousands of policyholders. 

Mr. McCLINTIC. Mr. Speaker, will the gentleman yield? 

Mr. O'CONNOR. Yes. 

Mr. McCLINTIC. It is generally reported that many of 
these large insurance companies pay salaries or annuities or 
grant gratuities to certain individuals in their organization 
to the extent of as much as $175,000 per year. If that is 
true, does this bill in any way protect the taxpayers so that 
those who receive aid from the Reconstruction Finance Cor- 
poration will not be allowed to dissipate the money that 
they receive? 

Mr. O'CONNOR. As I understand it, it does. The bill 
as it passed the Senate had a limitation of $17,500 as the 
salary for any officer in any one of these insurance com- 
panies that might borrow from the Reconstruction Finance 
Corporation. The amendment put in by the House com- 
mittee strikes out that specific limitation, but leaves it in 
the discretion of the Reconstruction Finance Corporation as 
to whether or not the salaries paid are reasonable. 


Mr. McCLINTIC. I should like to ask another question. 

Mr. O’CONNOR. If the gentleman is going to ask about 
the details of the bill, of course that is not within my prov- 
ince as a representative of the Rules Committee. 

Mr. McCLINTIC. According to the information I have 
an insurance company is allowed to carry in its list of assets 
all unpaid interest and all installment payments that are 
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due and not paid. Is there anything in this bill that would 
require the Reconstruction Finance Corporation to carefully 
look into that situation? 

Mr. O'CONNOR. I have no knowledge of that situation. 

Mr. Speaker, in the statement which I inserted in the 
Recorp I intended to show that this situation of the insur- 
ance companies is effected with a public interest. Not only 
is this true from the standpoint of the great number of 
policyholders, but I am informed a situation has developed 
that in the light of the failures to date, American com- 
panies in which our people have their money invested are 
losing the insurancé business to England. I cited one 
instance where an English company was expected to do 
about $5,000,000 worth in premiums in a given period, and 
because of the failure of American companies it did in-the 
neighborhood of $23,000,000 worth of business. Mark you, 
that one of the great American universities has canceled all 
its policies in American companies and placed them in 
British companies. Because of the situation of the Ameri- 
can companies, with a consequent loss of employment the 
business is going out of our country, and I believe it is not 
only effected with a public interest but with a national 
interest. 

If the Government can come to the aid of banks it should 
come to the aid of these insurance companies which serve 
the people throughout every part of America. 

Mr. TRUAX. Will the gentleman yield? 

Mr. O'CONNOR. I yield. 

Mr. TRUAX. I would suggest, if the gentleman will verify 
the statement just made in regard to the English company, 
which, I believe, is the Sun Life Insurance Co. of Canada, 
he will find the statement is wholly incorrect and that that 
company quring the past two years has lost heavily in 
volume of premiums here and American companies have 
gained. 

Mr: O'CONNOR. My information to the contrary comes 
from responsible public insurance authorities. That is all 
I know about it. 

Mr. PEYSER. Will the gentleman yield? 

Mr. O’CONNOR. I yield. 

Mr. PEYSER. I might state to the gentleman that the 
situation which is existing today with all insurance com- 
panies, declaring a moratorium on loans and surrenders, has 
not been lifted, and that is due principally to the fact that 
the smaller companies, who would be benefited under this 
particular measure, are the ones that have caused this, be- 
cause in order to be fair to all the moratorium is against 
even the big companies that do not need that assistance at 
the present time. 

Mr. O’CONNOR. Well, of course, the gentleman knows 
much more about the insurance business than I do. The 
gentleman is an expert on insurance, and I will take for 
granted what he says, but when one of these big companies 
collapses, it takes with it a number of smaller companies, 
as the gentleman knows, by reason of reinsurance, and so 
forth. Furthermore, these companies must dump their 
securities on the market to meet demands for return of un- 
earned premiums on canceled policies. These companies 
constitute one of the largest groups of holders of mortgages 
on the homes and farms in America. The entire country is 
interested for that reason alone. 

Mr. SHOEMAKER. Will the gentleman yield? 

Mr. O'CONNOR. I yield. 

Mr. SHOEMAKER. In the bill it does not include mutual 
insurance companies, and the loans are upon capital stock. 

Mr. O'CONNOR. Well, I am not sufficiently familiar with 
that detail to discuss it, but prefer to leave that to the 
Committee on Banking and Currency. I do know, however, 
that the bill is offered as a part of the administration pro- 
gram, to meet an acute emergency, to help to rehabilitate 
the insurance companies of America who find themselves 
in this critical position growing out of the depression. 

Mr. KENNEY. Will the gentleman yield? 

Mr. O'CONNOR. I yield. 
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Mr. KENNEY. The Reconstruction Finance Corporation 
has already loaned large sums of money to the insurance 
companies, has it not? 

Mr. O'CONNOR. Les. 

Mr. KENNEY. And if this bill is put into effect, it will 
enable the Reconstruction Finance tion to accept 
preferred stock in payment of the loans made by it to the 
insurance companies? 

Mr. O'CONNOR. Yes; or to loan on such stock as col- 
lateral. 

Mr. Speaker, this bill should pass today. 

I reserve the balance of my time, Mr. Speaker. 

I yield 5 minutes to the gentleman from Texas [Mr. 
MCFARLANE]. 

Mr. MCFARLANE. Mr. Speaker, if you will refer to page 
4020 of the RecorD, to the remarks of the gentleman from 
New York [Mr. O’Connor] on yesterday, it will be seen that 
he is referring to the Globe & Rutgers Fire Insurance Co., 
and to the National Surety Co. Those are the only two 
companies that he names. I may be in error, but as I 
remember it, the National Surety Co. is in receivership 
now. I do not know about the other company. It is one 
of the largest surety companies in the world. I do not 
know the amount of salaries being paid at this time to the 
Officials of their companies and other officials that will 
receive the benefit of this, if this rule is adopted and this 
measure approved, permitting the insurance companies to 
offer as collateral their notes, bonds, or debentures for loans 
from the Reconstruction Finance Corporation, it will mean 
that these casualty and surety insurance companies will be 
allowed this additional $50,000,000 dole while the poor dis- 
abled war veterans and their dependents and the 13,000,000 
unemployed generally will be left to local charity to be 
cared for. But it seems that the big international bankers, 
the railroads, and these insurance companies, who now have 
already received over $90,000,000 in loans from the Recon- 
struction Finance Corporation, are to again be allowed to 
carry home the bacon and continue their reign of reckless 
Salary payments to their officers unmolested. 

PUBLICITY FOR INCOME-TAX PAYERS 

Yesterday and today the Senate Investigating Com- 
mittee has disclosed how easy it is for these big interna- 
tional bankers such as J. P. Morgan & Co. and their 
affiliates to evade the payment of their income taxes. Mr. 
Morgan frankly admits that he has not paid any income 
taxes for 1930, 1931, and 1932, neither have his wealthy 
partners, who are many. It seems that this Congress should 
now interest itself in tightening up the loopholes in our 
income tax law that make these evasions possible. Cer- 
tainly proper legislation should be enacted at this session 
of Congress giving publicity to the income-tax returns to 
the end that the public generally may know more about the 
manipulations, maneuvers, and so forth, of these Wall Street 
pirates. 

The bill provides $50,000,000 additional help as doles to be 
handed out to the insurance companies, 

WE SHOULD HELP THE TAX PAYERS, NOT THE TAX DODGERS 

We have heard a lot of comment in the last few days and 
a lot of tears have been shed for the stockholders of these 
corporations and similar corporations. When the Muscle 
Shoals bill was before us, tears of great anguish were shed 
here on the floor by some Members speaking for the Alabama 
Power Co. and other similar corporations whose stock might 
become less valuable if the Muscle Shoals project should 
pass. No doubt we will hear the same plea made today on 
behalf of the stockholders of these insurance companies. I 
am wondering why more of the Membership of this House 
does not take the floor and plead for the widows and orphans 
and the overburdened taxpayers of this country, who are 
burdened to death with taxes and cannot pay them, who are 
losing their homes and their property and their all? This 
is just another $50,000,000 dole to be handed out by the 
Reconstruction Finance Corporation to these insurance com- 


‘panies, who have already been favored too much by the 


Government. 
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Mr, PEYSER. Will the gentleman yield? 

Mr. McFARLANE. I yield. 

Mr, PEYSER. I can state that I believe this relief is not 
primarily for the stockholders as much as it is for the policy- 
holders. 

There are 60,000,000 policyholders in life-insurance com- 
panies, and if these companies are not helped then the pub- 
lic is not helped. 

Mr. McFARLANE. In answer to that, I may say it is the 
same plea we heard at the time of the enactment of the 
Reconstruction Finance Corporation Act. Congress then 
was interested in helping the stockholders of those com- 
panies. I believe there is another side to that question, the 
one to which I have just referred, the taxpayers and the 
people of this country who already realize they have lost 
hundreds of millions of dollars in loans that have been 
doled out to these worthless companies. These loans ought 
to be stopped, and now is the time to stop further doles of 
this kind. 

Mr. BLANCHARD. Mr. Speaker, will the gentleman 
yield? 

Mr. McFARLANE. I yield. 

Mr, BLANCHARD. Would the gentleman call a secured 
loan a dole? 

Mr. McFARLANE. They may be secured, but what is the 
value of the security? Charley Dawes cathe down here and 
went back with $90,000,000; the railroads come in and carry 
off millions not properly secured. Oh, yes; they have some 
worthless securities, but what could the Government realize 
on these securities for the money it is loaning to these 
people? 

Mr. BLANCHARD. Mr. Speaker, will the gentleman yield? 

Mr. McFARLANE. I yield. 

Mr. BLANCHARD. Is it not a matter of administration to 
see that proper security is required? 

Mr. McFARLANE. Oh, all laws are a matter of admin- 
istration. The question is this, Is it right for us to stand 
up here in view of actual experience showing how poor the 
administration of these measures has been and by our vote 
and action embark the Government on further experiments 
along the same line? Are we to approve this kind of 
action? 

Mr. O'MALLEY. Mr. Speaker, will the gentleman yield? 

Mr. McFARLANE. I yield. 

Mr. O'MALLEY. If these companies are in need of finan- 
cial assistance, is not one way they can secure it by cutting 
down the salaries of $100,000 to $175,000 a year they are pay- 
ing their own officials? 

Mr. McFARLANE. Certainly they should; and we should 
require that in this bill. I ask unanimous consent, Mr. 
Speaker, to insert in the Recorp at this point the salaries 
paid the officials of some of the principal insurance com- 
panies—the Equitable, the Metropolitan, the Mutual, the 
New York Life Insurance Co., and the Prudential Insurance 
Co. 

The SPEAKER. Is there objection to the request of the 
gentleman from Texas? 

There was no objection. 

The matter referred to follows: 


EQUITABLE LIFE ASSURANCE SOCIETY 
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D. Murphy, Wett acca 
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METROPOLITAN LIFE INSURANCE co. 
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W. Shields, vice president . 40, 000 
P. M. Forshay, vice 8 . WA SS a 30, 000 
NEW YORK LIFE INSURANCE CO. 
T- 125, 009 
W. 55, 400 
A. 45, 000 
J. 55, 000 
L. secretary 18, 000 
T.A. Buckner, Jr., assistant secretary. 10, 000 
H. Palagano, eee 45, 000 
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Mr. DONDERO. What would the gentleman say as to 
whether or not this is in keeping with what we did under 
the farm-allotment plan, where we tried to help 68,000,000 
policyholders of insurance companies? Are we not really 
helping people out if we take this action? 

Mr. McFARLANE. That depends upon the point of view 
of the gentleman. It all depends on the administration, and 
we have found out that the administration of some of these 
measures is detrimental to the rank and file of the tax- 
payers of this country in the losses suffered. [Applause.] 

(Here the gavel fell.] 

Mr. O'CONNOR. Mr. Speaker, I move the previous ques- 
tion on the resolution. 

The previous question was ordered. 

The SPEAKER. The question is on the adoption of the 
resolution. 

The resolution was adopted. 

Mr. STEAGALL. Mr. Speaker, I move that the House 
resolve itself into the Committee of the Whole House on the 
state of the Union for the consideration of the bill (S. 1094) 
to provide for the purchase by the Reconstruction Finance 
Corporation of the preferred stock and/or bonds and/or 
debentures of insurance companies. 

The motion was agreed to. 

Accordingly the House resolved itself into the Committee 
of the Whole House on the state of the Union for the con- 
sideration of the bill, S. 1094, with Mr. FULLER in the chair. 

The Clerk read the title of the bill. 

By unanimous consent, the first reading of the bill was 
dispensed with. 

Mr. STEAGALL, Mr. Chairman, this bill represents an 
effort to continue the services of the Reconstruction Finance 
Corporation at this time. The Reconstruction Finance Cor- 
poration Act was recently amended so as to permit the Cor- 
poration to subscribe for preferred stock in banks, or to 
make loans, secured by preferred stock in banks as collateral. 

The Reconstruction Finance Corporation Act was an 
emergency measure. It could not be justified except as an 
emergency measure. If we were to review the services of 
the Corporation and discuss its various activities, of course 
we should not all agree as to the wisdom of each particular 
act or the helpfulness in each instance accomplished by the 
Corporation, 

Certain it is, regardless of any fundamental considera- 
tions involved in the legislation, that the Reconstruction 
Finance Corporation supplied a measure of relief from the 
time it was placed in operation until this hour. 

The present administration inherited the Reconstruction 
Finance Corporation. It is desired by the present adminis- 
tration that we shall avail ourselves of the continued serv- 
ices of the Corporation during the continuance of the 
emergency which necessitated the enactment establishing 
the Corporation. 

We think, we hope, and we pray that a better, a happier 
day is not far distant, that we shall soon experience such 
a recovery in business, such a resumption of the uses of 
normal credits, such a revival of business activities as will 
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obviate further necessity for the services rendered by the 
Reconstruction Finance Corporation. At this time we can- 
not say that we have reached that happy situation. 

The insurance companies of the United States have shared 
in the misfortunes resulting from this depression. I have 
heard no contention that the business of insurance com- 
panies of the United States has not been conducted pru- 
dently, safely, and in accordance with thoroughly tested 
and established principles and safeguards. But we have 
witnessed a decline, a tremendous decline, in all values, 
and, of course, those in connection with which the insur- 
ance companies of the Nation have their investments. 

There have been several failures of insurance companies. 
They are like banks. There can be no failure of one without 
hurtful consequences to the other. Many of the insurance 
companies are interlocked, such as fire and casualty com- 
panies. If I understand the situation, when application is 
made for insurance with one of these companies, it often 
happens that the company receiving the application does not 
carry all the risk involved in granting that application, but 
the risk is distributed among other companies so that in the 
nature of their business a misfortune that befalls one com- 
pany is visited in many instances upon other companies. 

Again, any misfortune to an insurance company, or in- 
solvency of an insurance company, as in the instance of a 
bank, engenders distrust and results in a loss of confidence. 
The loss of confidence precipitates demands for cash pay- 
ments, and often brings about, which has actually happened, 
a reduction in premium receipts and curtailment of the 
normal increases in business. 

The insurance companies carry securities that ramify 
every activity in the country. They carry a large amount 
of farm mortgages, an enormous amount of home mortgages, 
in addition to what has always been regarded as high-class 
stocks and other securities. 

If we hope to make progress—and I think it will be agreed 
we are making progress—toward improvement and recovery, 
we cannot afford to neglect the important part that must 
be played by the insurance companies in the general eco- 
nomic situation of the United States. 

Mr. GLOVER. Will the gentleman yield? 

Mr. STEAGALL. I gladly yield to my friend. 

Mr. GLOVER. Will the gentleman tell us about how 
much the Government has advanced to insurance companies 
up to this time? 

Mr. STEAGALL. The figures show there have been loans 
totaling about $90,000,000, and the Reconstruction Finance 
Corporation has outstanding now loans to insurance com- 
panies amounting to a little over $70,000,000. Of course, the 
loans now carried in these companies by the Reconstruction 
Finance Corporation are involved in an effort to save these 
companies. That is an important consideration in connec- 
tion with the measure before us. 

After all, the case of the insurance companies is very much 
like that of the banks. If it becomes known that the Recon- 
struction Finance Corporation is going to support the in- 
surance companies by supplying credit, so far as it is 
justified, the restoration of confidence due to such a policy 
and such a declaration of purpose will itself accomplish a 
great deal of what is needed without the requirement of 
large loans by the Corporation. 

Mr. COCHRAN of Missouri. Will the gentleman yield? 

Mr. STEAGALL. I yield. 

Mr. COCHRAN of Missouri. Considering the magnitude 
of the insurance business, does the gentleman feel that 
$50,000,000 is going to be sufficient? 

Mr. STEAGALL. The gentleman has asked me a question 
that I should not feel quite qualified to answer in my own 
right. Probably the gentleman is better informed than I 
am, but our committee was told by those who ought to know 
that the judgment was that the amount of $50,000,000 of 
loans to be made and outstanding at any one time would be 
sufficient to accomplish what is desired by this service. 

Mr. COCHRAN of Missouri. Does the gentleman believe 


that the little fellow is going to have an opportunity to get 
some of this money? 
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Mr. STEAGALL. My information is that, as a rule, it is 
the little fellow who desires this legislation and who has 
asked for it and for whose benefit it is intended. I do not 
think there can be any separation of interest between small 
companies and large companies. 

I can remember, when the little banks were failing and 
some of the large banks looked upon the situation with 
complacency and contentment, I warned the big bankers 
that the banking structure in this country was one build- 
ing, and that if fire broke out in any corner it ought to be 
a source of serious concern to every occupant of the build- 
ing. I think events have justified that statement. I think 
everybody will agree now that every bank, large or small, 
had a legitimate interest in the successful operation of every 
other bank, large or small. I think the same is true of the 
insurance companies. 

We are laboring more toward the one object of restoring 
confidence in this country than any other one thing, and 
the passage of this legislation is the biggest service we can 
render so far as insurance companies are concerned, and 
they tell us $50,000,000 will accomplish the results desired. 

Mr. HOLMES. Will the gentleman yield? 

Mr. STEAGALL. I yield. 

Mr. HOLMES. The primary purpose of this bill is to 
help stock insurance companies and not mutual insurance 
companies? J 

Mr. STEAGALL. I think, perhaps, the gentleman is plac- 
ing a limit that is rather narrow upon the provisions of this 
bill. That will probably require an answer from someone ` 
more competent to pass on the question than I am; but 
this bill provides for the purchase of preferred stock or cap- 
ital notes of insurance companies, and capital notes of in- 
surance companies are evidences of indebtedness which are 
subordinated to other indebtedness, but which would be 
reimbursed in preference to stockholders of any class. I 
am advised that many of these companies which the gen- 
tleman has in mind have surplus accounts. The surplus 
account of an insurance company is the same, in practical 
effect, as capital stock. It stands over and above other in- 
debtedness, and I should think that the companies to which 
the gentleman refers would be embraced in the provisions 
of this bill which would permit loans to be made on capital 
notes. 

Mr. HOLMES. For a mutual life-insurance company? 

Mr. STEAGALL. I should think so. I am not asserting 
this as against the gentleman’s judgment. He is probably 
better informed on the subject than I am. 

Mr. SPENCE and Mr. DONDERO rose. 

Mr. STEAGALL. I yield first to the gentleman from 
Kentucky. 

Mr. SPENCE. I think the gentleman’s question is covered 
by section 11, which provides— 

As used in this act the term “ insurance company” shall include 
any corporation engaged in the business of insurance or in the 
writing of annuity contracts, irrespective of the nature thereof. 

Mr. STEAGALL. Yes; the language is just as broad as we 
can make it. The only difficulty, of course, arises out of the 
manner in which the Reconstruction Finance Corporation is 
authorized to make an advancement, and it must be upon 
preferred stock or upon capital notes. The question, of 
course, would recur, as suggested by the gentleman, with 
reference to mutual companies. The effort is to make it 
cover all insurance companies, and I think it does. 

Mr. DONDERO. There would be no reason for eliminat- 
ing legal insurance companies if we want to render the aid 
sought by this bill. 

Mr. STEAGALL. The purpose of the bill is to try to aid 
all these institutions, because of their relation to the general 
economic situation and because of what is involved to the 
citizenship of the entire Nation. Thousands of citizens are 
interested as home owners, as owners of securities affected, 
and, above all, women and children are dependent on invest- 
ments in life-insurance companies for education and for 
support in old age. Insurance companies hold the life say- 
ings of thousands of people who have put their all in the 
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I want to say in that connection that some suggestion was 
made—I am not sure that I can quote it exactly—but it was 
to the effect that this legislation was designed to relieve the 
stockholders in insurance companies. 

Let me say in that connection that nothing is further from 
the purpose or in the technical provisions of this bill. The 
purpose is to restore the capital structure of institutions to 
the point that brings them within the rule of solvency, so 
that under State law there will not be proceedings to liqui- 
date companies or throw them into receiverships. The bill 
provides that loans or purchases by the Reconstruction 
Finance Corporation shall be preferred over all stockholders 
of the company. So there can be no basis for the contention 
that the legislation is for the benefit of stockholders. 

The purpose of the legislation is to save these institutions 
for the benefit of all the people by continuing the methods 
that have been employed in restoring normal business con- 
ditions in the United States. 

Mr. PARSONS. Will the gentleman yield? 

Mr. STEAGALL. I yield to the gentleman. 

Mr. PARSONS. Can the gentleman tell us with any cer- 
tainty when we are going to stop unloading the Reconstruc- 
tion Finance Corporation? 

Mr. STEAGALL. I wish I could assure the gentleman 
when that will happen. I am sure every Member of the 
House feels just as he does. The desire to reach the point 
where we may abandon the services of the Reconstruction 
Finance Corporation is universal, and, frankly, I join him 
in the hope that the time will soon arrive. I am sure my 
friend and I are in agreement at this point. 

Mr. SNYDER. Will the gentleman yield? 

Mr. STEAGALL. I yield. 

Mr. SNYDER. What we have been doing is for the pur- 
pose of restoring confidence. I am with the gentleman on 
this. But I want to mention this fact: I believe that 95 
percent of all the people, when you mention the Reconstruc- 
tion Finance Corporation, have sort of a dark screen thrown 
out in front of them. I am not saying that the Corporation 
did anything that they ought not to have done in the past, 
but if we could do away with the name Reconstruction 
Finance Corporation, it would establish confidence and bring 
hundreds of millions of dollars out of hiding and put it in 
our banks, because we would restore further confidence in 
our banks. 

Mr. STEAGALL. I am aware of some criticism of the 
Reconstruction Finarice Corporation. I do not think this 
legislation involves a range of discussion so wide as that. 
But I will say that we have instances where the Recon- 
struction Finance Corporation has advanced a bank in in- 
dividual instances larger sums than the total loans that may 
be made to all the insurance companies of the country under 
the terms of this legislation. 

Mr. PARKER of New York. Will the gentleman yield? 

Mr. STEAGALL. I yield. 

Mr. PARKER of New York. The gentleman is aware that 
the War Finance Corporation loaned under the Transporta- 
tion Act a billion and half dollars to the railroads. Is the 
gentleman aware of the fact that all of that has been paid 
back except $38,000,000, and this amount is owed by the 
small railroads; and that the profits to the Corporation 
between the 6 percent the railroads paid and the 4 percent 
the Government borrowed, amounted to over $200,000,000? 
I think that shows conclusively that the money you are 
loaning now will come back to the Government; that it will 
be paid back by these institutions. I do not think that it 
is a gratuity; no more than it was in 1920 to the railroads. 

Mr. BEEDY. Will the gentleman yield that I may ask a 
question of the gentleman from New York? 

Mr. STEAGALL. I yield. 

Mr, BEEDY. When we were making those loans we had 
some security for them. 

Mr. PARKER of New York. Yes; we had security. 

Mr. BEEDY. The gentleman realizes that under this bill 
we not only have no security but we subrogate the Govern- 
ment claims to those of other creditors. 
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Mr. PARKER of New York. I was not speaking particu- 
larly about this bill. I was speaking generally. 

Mr. STEAGALL. Mr. Chairman, to keep the record 
straight, we are not providing for making loans under this 
bill without security. On the contrary, the Reconstruction 
Finance Corporation is required to take adequate security on 
all loans. The Corporation is permitted to purchase pre- 
ferred stock or capital notes, that take the place of preferred 
stock, and the very purposes of such purchases or such loans 
is to restore the institution to a state of solvency. 

The laws of the States under which the companies oper- 
ate require them to keep in solvent condition, and it is only 
because the capital needs replenishment in order to restore 
a company to solvency that the Corporation may make 
loans on preferred stock or purchase capital notes. So 
that unless the officers in these States or officials of the 
Reconstruction Finance Corporation practice a fraud, these 
loans will be solvent and the Government will be protected. 
There is not a line in this bill that authorizes a dollar to 
be loaned by the Reconstruction Finance Corporation with- 
out solvent security back of it to insure its return to the 
Treasury of the United States. 

Mr. PARSONS. Mr. Chairman, will the gentleman yield? 

Mr. STEAGALL. Yes. 

Mr. PARSONS. We have the shining example of what 
the Reconstruction Finance Corporation has done to some 
banks. Take the Bank of Knoxville, Tenn. It joined with 
another bank with assets of about $25,000,000. They kept 
on drawing out of it, and then the bank came to the Recon- 
struction Finance Corporation and borrowed, I think, 
$8,000,000. The depositors continued to still draw out their 
deposits until it got down to $12,000,000. The bank was 
closed. Every dollar that is left in that bank is pledged as 
a prior lien to the Reconstruction Finance Corporation, and 
there will not be 2 cents on the dollar to pay the depositors; 
and there are dozens of instances like that in the banks 
of the country. 

Mr. STEAGALL. It is difficult to answer the gentleman 
when on one side we are told that the Reconstruction 
Finance Corporation is going to make loans without security 
and on the other hand criticized because too much security 
has been required. 

Mr. PARSONS. I want to answer the gentleman from 
New York [Mr. PARKER], if the gentleman will permit. The 
situation is quite different now from what it was in 1920. 
In making loans to the railroads and public institutions and 
utilities in 1920 they were on the upgrade then. 

Mr. PARKER of New York. Oh, no. 

Mr. PARSONS. We had prosperity in front of us, but the 
gentleman is aware of the fact that the condition of the 
country and of these various institutions at the present time 
presents an entirely different picture. 

Mr. PARKER of New York. They were very similar to 
what they are today. 

Mr. STEAGALL. The very fact that the Reconstruction 
Finance Corporation is asking for this legislation, the very 
fact that these loans are not being made under existing law 
to these insurance companies, is proof positive that the 
Reconstruction Finance Corporation is undertaking to ob- 
serve the law of Congress which requires the Corporation to 
take adequate security on loans, and if that were not their 
attitude, there would be no reason for the administration 
submitting this bill to Congress. The present administration 
will be responsible for the conduct of the Corporation. I 
think we are justified in trusting this administration. 

Mr. SABATH. Mr. Chairman, will the gentleman yield? 

Mr. STEAGALL. Yes. 

Mr. SABATH. The gentleman stated that in the past the 
Reconstruction Finance Corporation has made single loans 
of much greater amount than that provided in this bill. I 
rise to ask whether the gentleman gives sanction or approval 
to the loan made to the Dawes bank in Chicago; whether 
that loan had his approval? I do not think it had, and I 
do not want the chairman to leave himself in the position 
before the country of approving a loan made to that bank 
on worthless security. 
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Mr. STEAGALL. I am not prepared to say just how much 
value there was in the securities back of the Dawes loan. I 
am not well enough informed to tell this House all that was 
involved in that transaction. I do not desire to discuss any 
individual loan of the Corporation, to approve it or disap- 
prove it, to commend it or criticize it. I have not had time 
to trace individual transactions of the Reconstruction Fi- 
nance Corporation in such a way as to form a fair judgment 
as to each and every loan. I simply call attention to the 
fact in answer to the suggestion that was made that under 
this bill there cannot be a total of more than $50,000,000 
loaned to all of the insurance companies of the country, 
while there have been instances of loans of a larger amount 
than that in individual cases. 

Mr. PARSONS. Fifty million dollars is the total amount 
of the loans? 

Mr. STEAGALL. That is the limit which may be loaned 
to all of the insurance companies, so that it may be fairly 
contended that this is at least a modest, conservative plan 
which we have submitted for aid to insurance companies. 

Mr. WOODRUFF. Mr. Chairman, will the gentleman 
yield? 

Mr. STEAGALL. Yes. 

Mr. WOODRUFF. Unfortunately, I have been detained 
from the Chamber, and I have not heard all of the discus- 
sion; but is seems to me that if there is one fundamental 
reason for this bill, if there is a fundamental thing involved 
in it, it is the protection of every insurance-policy holder in 
the country. 

Mr. STEAGALL. Certainly it is. It is a protection to 
the wife and children of every citizen of the United States 
who has put his life’s earnings and accumulations into an 
insurance fund for their benefit. That is true. 

Mr. PARSONS. Mr. Chairman, will the gentleman 
yield? 

Mr. STEAGALL. Yes. 

Mr. PARSONS. Provided that it does not work out as the 
Knoxville Bank worked out, as many of them have so far; 
but we have extended the bonding power of the Reconstruc- 
tion Finance Corporation very much. I kept up with it for 
several months, but it is hard to do that any more, we have 
had so many measures in here during the last few weeks. 
I should like to know what is the total bonding power, in- 
cluding the capitalization, of the Reconstruction Finance 
Corporation? 

Mr. STEAGALL. I cannot give those figures exactly at 
this time. I can easily put them into the Recorp, but I 
cannot give them accurately at the moment. 

Mr. McCORMACK. May I suggest that the original act 
provided for $500,000,000 revolving fund, with $1,500,000,000 
bond issue? Later a bond issue of $1,800,000,000, making a 
total of $3,300,000,000 of bond issues and $500,000,000 appro- 
priation. The public works bill just reported reduces that 
$1,200,000,000. 

Mr. STEAGALL. And there are other drafts upon the 
Reconstruction Finance Corporation in the farm relief bill 
and other measures, but I do not have the figures to furnish 
with accuracy, although I shall be glad to supply that infor- 
mation for the RECORD. 

Mr. FLETCHER. Will the gentleman yield? 

Mr. STEAGALL. I yield. 

Mr. FLETCHER. What specific companies have requested 
this legislation or will be benefited by it? 

Mr. STEAGALL. I am not prepared just now to name 
the companies who are in greatest need of this relief. I 
think the gentleman will agree with me that by naming 
a particular company and declaring to the world that a cer- 
tain company is in distress would, in the nature of things, 
be calculated to defeat the purpose contemplated, one of 
which is to restore confidence in these institutions. I think 
the gentleman will agree with me in that statement. 

Mr. CAVICCHIA. Will the gentleman yield? 

Mr. STEAGALL. I yield. 

Mr. CAVICCHIA. Is it not a fact that most of this 
business of insurance, since the banks closed in this coun- 
try, has been going into the hands of foreign companies? 
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Mr. STEAGALL. Oh, yes. I have not had an opportunity 
to cover the entire range of discussion involved in this leg- 
islation. 

Mr. CAVICCHIA. And they can draw on foreign capital? 

Mr. STEAGALL. But I am advised there has been a vast 
increase in business of foreign companies since the banking 
holiday in the United States and the collapse that occurred 
in February and March; there has been a considerable trans- 
fer of this business from American to foreign companies, 
which is a thing to be deplored, and which will be corrected 
if we succeed in restoring confidence and going forward with 
efforts for recovery. 

Mr. CAVICCHIA. One further question, please: Is it not 
a fact that an English company doing business in this 
country can send to England for a million dollars with which 
to pay its obligations here, and only pay $800,000 in Ameri- 
can money, according to the value of money today? 

Mr. STEAGALL. Probably that statement is justified. 
Now, I must conclude. 

Mr. O'MALLEY. Will the gentleman yield for another 
question? 

Mr. STEAGALL. Very well, but I must conclude. 

Mr. O’MALLEY. Can the gentleman give us any infor- 
mation as to why the committee struck out the provision 
limiting the salaries? 

Mr. STEAGALL. I will explain that under the 5-minute 
rule. I have taken so much time that I shall not be able to 
cover the details of this bill now as I had expected to do. 
They are simple. The bill is not long. Members will have 
no difficulty in understanding it when we consider the bill 
for amendment. 

Mr. Chairman, in view of the fact that I have taken up 
so much time, I shall not attempt to discuss the bill in detail, 
but I will reserve further discussion until we read the meas- 
ure for amendment. [Applause.] 

Mr. Chairman, I yield 10 minutes to the gentleman from 
North Carolina [Mr. Hancock]. 

Mr. HANCOCK of North Carolina. Mr. Chairman, ladies 
and gentlemen of the Committee, I had not expected to make 
any statement regarding this bill. But as a member of the 
committee in possession of certain pertinent information, I 
feel that my failure to do so might be equivalent to a neglect 
of duty. 

I wish to state very frankly that it has not been entirely 
easy for me to believe in the merits of several of its pro- 
visions, notwithstanding the fact that I recognize that it 
might be properly classified as an extension of the compre- 
hensive emergency program inaugurated in 1932 to attack 
this depression along every front. My own reluctance and 
anxiety is due to my inability to subscribe to the wisdom 
of the policy herein involved. After a most careful study 
and thorough analysis, supplemented by the favorable opin- 
ion of those who are in a position to pass intelligently upon 
the soundness of legislation, it is my purpose, however, to 
support the bill provided certain amendments are made to 
it. After all, with this bill, when we hurdle the question of 
policy, its goodness or badness lies largely in the way it is 
administered. If properly and conservatively executed, as 
I have every reason to believe it will be, because of my faith 
and confidence in the present management of the Recon- 
struction Finance Corporation, it can be used for construc- 
tive purposes in the public interest. I recognize that there 
are many worthy insurance institutions which, because of 
temporary conditions, are on the brink of the financial prec- 
ipice and will, if permitted to go over, carry with them 
many an innocent and helpless creditor and contract holder. 
It is my purpose, however, to let the House know, so far as 
I am able to do so, exactly what we are doing in passing this 
bill. 

Here, as in the case of banks, we leave the safety rule 
ever considered as the safeguard and anchor of the Govern- 
ment, which required that all loans should be fully and ade- 
quately secured. We even go farther than we did with the 
banks, for the reason that through assistance to the banks 
there was and is a greater public interest than can possibly 
be shown in connection with certain types of insurance com- 
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panies which are today seeking aid through a measure of 
this character and upon whom the benefits will largely fall 
Those of us who were here in 1932 appreciate the theory 
upon which the Reconstruction Finance Corporation was 
established. It was then a question of restoring confidence 
by artificial and psychological methods. We were advised 
by the then responsible leaders that the depression was tem- 
porary and that in a fortnight or so all would be well. The 
idea was that in establishing this Corporation we would sup- 
ply a stopgap and that its mere existence would have such 
a wonderfully stimulating effect that financial troubles would 
rapidly disappear. This, of course, was a false theory, and 
today, instead of serving as a stopgap, the Corporation has 
become a catch-all to save, by actually putting up the tax- 
payers’ money, nearly every kind of failing business. 

The question that we should ponder long here today is 
how much farther shall we go in this direction. Notwith- 
standing the loads of criticism which have been directed 
against the Corporation with respect to certain loans, and 
notwithstanding the mistakes which have been made in its 
administration, I am inclined to believe that by and large 
it has ameliorated a bad situation and softened the impact 
of the depression. I am also delighted to bear witness to 
the fact that from my own observation those in charge have 
rendered a prodigious and faithful public service and are 
entitled to much more consideration than they have received. 
We should realize that through this Corporation the Gov- 
ernment’s credit has been used to bolster private enterprise. 

I am compelled at this time to remind the House that we 
are gradually doing, in legislation of this kind, what the 
Garner amendment in 1932 would have permitted the Cor- 
poration to do. Mr. Garner’s view, shared by many of us, 
was that if the taxpayers’ money was to be loaned to any 
firm or corporation it should, on the same terms and con- 
ditions, be extended to all. Time may or may not have 
proven the wisdom of such a position, but no man will deny 
its justice. This Government should not at any time extend 
its credit to a select favored clientele. That was the former 
Speaker’s view. 

All of us know that public confidence in some of our 
American insurance companies, particularly a few fire and 
casualty companies, has been shaken by the same causes 
which have undermined the credit structure of thousands of 
other institutions. It is almost impossible to appraise the 
disastrous result of this loss of confidence. We all know, 
however, that its restoration and revival among the people 
generally are essential if we are to come back to an economic 
equilibrium and prosperous business conditions. Without 
insurance, credit business would be an impossibility. In re- 
spect to the bill now before us, however, our information is 
that the companies whose outstanding contracts are really 
laced into the main credit structure of the Nation are not 
requesting loans. There is no doubt, however, that some of 
the companies which are in immediate need of Government 
assistance have far-reaching influence upon the individual’s 
financial and business stability. Just how far the Govern- 
ment should go in assisting these and the others who can- 
not qualify under the existing law is a question of policy 
which each one of us must determine for himself. 

Now let us examine the bill and briefly consider what can 
be done under it. In the first place, the Reconstruction Fi- 
nance Corporation is permitted to expand in the amount 
of $50,000,000 with which to carry out the provisions re- 
garding assistance to insurance companies. -Loans may be 
made to these companies either by the purchase of pre- 
ferred stock or by lending on the legally issued capital of 
such companies. You will note that the third section of 
the bill provides that the Corporation shall not subscribe 
for or purchase any preferred stock or capital notes of any 
applicant insurance company until the company first shows 
to the satisfaction of the Corporation that it has unim- 
paired capital or that it will furnish new capital which will 
be subordinate to the preferred stock or capital notes bought 
by the Corporation. In the committee I undertook to throw 
a safeguard around this provision by offering an amend- 
ment to insert between the words “new” and “ capital” 


the word “cash.” And it is my purpose to offer the same 
amendment today when we reach that section under the 
5-minute rule. With this amendment, the heart of the 
measure will be strengthened and the Government protected. 
Surely no one would contend that the applicant company 
should not be required to do as much as they asked the 
Government to do for them. Now remember that this is 
not a question of lending to one of these companies on full 
and adequate security, as that is being done now under the 
law, but rather one of aiding the company to repair its own 
broken capital structure. Expressed differently, the Federal 
Government is asked to become a partner. 

In this connection, I think the House should know some- 
thing about the policy of the Corporation in its treatment 
of and dealing with the smaller banks throughout the coun- 
try. Notwithstanding the millions of dollars that have been 
loaned to larger institutions to keep them going when it 
should have been almost apparent that with some their days 
were numbered, today thousands of small banks, which never 
closed until the time of the President’s proclamation, are 
unable to get any assistance whatever from the Reconstruc- 
tion Finance Corporation toward reopening if they are in- 
debted to the amount of one dollar. It should also be adver- 
tised here, in the interest of the public welfare, that the 
Corporation’s bolt of red tape is getting larger and more 
knotty each day. Under the existing system it is exceed- 
ingly difficult to find out what should be done or to whom 
one should go to find out the proper thing to be done toward 
assisting the opening of a bank. I sincerely trust that none 
of you will encounter the perplexing, annoying, and unsat- 
isfactory experience which I have recently had in such an 
effort. Where the fault should properly fall I am unable to 
say, but unless there is a simplification of the procedure and 
better coordinated effort on the part of the officials in 
charge, we may not expect many worthy institutions to 
open their doors until some of the depositors not now so old 
have gone to their reward. If you do not believe what I am 
saying you hit the path yourself. 

I believe as much as any other man in the check-and- 
double-check system, and I am as anxious as anyone else 
that every precaution shall be taken to see that the banks 
when opened are in a strong and sound condition. But I 
do not believe that the present facilities for handling this 
situation are adequate, and I do not hesitate to say that 
there is much duplication of effort and, in spots, considera- 
ble lack of sympathy and understanding. My own experi- 
ence made me feel as I can imagine a squirrel feels who is 
penned up in a cage and is left to hop from one side to the 
other with no chance to make headway or to get out. 

There are some other interesting and amusing things 
going on which would make front-page news. In calling 
this situation to the attention of the Membership, I am not 
unmindful of the tremendous responsibilities which have 
been fully met and admirably discharged by some of those 
who are associated in this gigantic undertaking. 

At the proper time it shall be my purpose to discuss the 
amendment which I propose to offer and which I believe 
will be helpful to those charged with the administration of 
the Corporation and protective to the taxpayers. All of us, 
however, who are planning to support this legislation may 
find comfort in the fact that there is nothing mandatory 
in the act and that all of its provisions are merely per- 
missible. 

I desire to divert here for just a minute to make another 
observation. Unless there is a radical change in the view 
of some who are administering this Corporation, with respect 
to the value of the assets in closed banks, and especially 
toward obligations collateralized by real estate, a gross 
injustice is going to be perpetrated upon thousands of 
worthy, deserving depositors throughout the country and 
in the end all will be grief. There could not be devised, in 
my opinion, any fairer or more effective way to provide 
necessary expansion of credit at this time than by making 
available funds to match the sound assets in the banks 
which are closed and thereby bring relief to millions of 
depositors in this hour of unparalleled suffering and dep- 
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rivation. If good mortgages, even liberally appraised, do 
not constitute better security than 50 percent of the col- 
lateral which now supports a billion dollars of the Recon- 
struction loans, night will not follow this day. Unless this 
situation is remedied quicker than is now indicated the 
unimaginable would eee be surprising. 

Mr. McFARLANE. . Chairman, will the gentleman 
yield? 

Mr. HANCOCK of North Carolina. I yield. 

Mr. McFARLANE. I am wondering what plan of refla- 
tion and issuance of new currency the gentleman has in 
mind. 

Mr. HANCOCK of North Carolina. I have for a long time 
believed in and advocated controlled inflation of credit 
and/or currency. For more than 2 years I have contended 
that the dollar was dishonest and that we were being cruci- 
fied on a cross of gold. My primary objective was that we 
might restore to the debtor a dollar of practically the same 
value which he borrowed, and I still believe that unless this 
is done we will continue to face a long-drawn-out period of 
degeneration, continued business failures, bankruptcies, and 
suicides. In view of the fact that 90 percent of our currency 
has for many years consisted of checks drawn on deposits, 
and the fact that there has been a shrinkage of deposits of 
more than $16,000,000,000 in the past 2 years, and the 
further fact that there is perhaps a total of $6,000,000,000 
of deposits frozen in closed banks, the need for expansion 
is more urgent today than any of us hope it will ever be 
again. It is common knowledge to all that in the 
present state of affairs check clearances through banks have 
shrunk to less than 50 percent of what they were in 1929. 
This alone tells its tale in business stagnation and personal 
financial bereavement. There are many of us who hope, 
however, that if the measure which we passed yesterday pro- 
viding for an insurance of bank deposits is enacted into law 
a new and strong confidence will be born in the minds of 
the people everywhere and their faith will be restored in 
the safety of our banking institutions, with its inevitable 
beneficial effect throughout the breadth and length of the 
land. 

{Here the gavel fell.] 

Mr. GOLDSBOROUGH. Mr. Chairman, I yield the gen- 
tleman 5 additional minutes. 

Mr. HANCOCK of North Carolina. In further answer 
to the inquiry of the gentleman from Texas, I might also 
add here that I have already expressed myself as believing 
that there could be no finer or more practical way at this 
time and under these conditions to make effective the plan 
of inflation of the currency as proposed by the Thomas 
amendment to the farm credit bill than by the immediate 
payment of the adjusted-service certificates. Through this 
channel the money would go out to every nook and cranny 
in the country and find its way into the pocketbooks of all 
classes of our citizens. If the Treasury notes proposed to 
be issued are to be made legal tender for the payment of 
debts I feel that these debts should be paid first. 
LApplause.] I also believe that payment of these certifi- 
cates at this time would to a great extent serve as a substi- 
tute for the direct relief provided in the Wagner bill. In 
advocating this method of making effective a part of the 
program for inflation, I made it very clear, as I hope I may 
do now, that I would not encourage or favor any plan or 
movement unless it met with the approval of the President. 
In these words, familiar to you all, “ Where he leads I am 
willing to follow.“ [Applause.] 

Mr. TRUAX. Mr. Chairman, will the gentleman yield? 

Mr. HANCOCK of North Carolina. Yes. 

Mr. TRUAX. Is this bill designed for casualty companies 
or life-insurance companies? 

Mr. HANCOCK of North Carolina. This bill provides that 
if in the opinion of the Secretary of the Treasury any in- 
surance company of any State of the United States is in need 
of funds for capital purposes he may with the approval of 
the President request the Corporation to subscribe for stock 
as I have outlined in the early part of my remarks. That is 
very broad language, and, if I understand it correctly, any 
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company able to meet the requirements is eligible to apply. 
I say frankly to the gentleman that it is true that there were 
4 or 5 fire and casualty companies which were used as 
illustrations in emphasizing the need for this legislation and 
what might be done through them to aid in the much-desired 
general economic rehabilitation. 

Mr. TRUAX. Is it a fact that the larger life-insurance 
eater do not wish or desire any part of this appropria- 

on 

Mr. HANCOCK of North Carolina. I think that certain 
gentlemen of the committee advised us that many of the 
larger life companies were not interested in securing any 
assistance from the Government, since their reserves were in 
strong condition. It was also stated that some of the com- 
panies were opposed to this legislation, which is natural in 
the accustomed order of things here. But their view, though 
proper to be considered, would not control my judgment 
regarding the merits of the bill. 

Mr. TRUAX. May I ask the gentleman this further ques- 
tion? Is it not a fact that this appropriation, if made, will 
largely go to save casualty companies that are practically 
broke because of guaranteeing bank deposits? 

Mr. HANCOCK of North Carolina. It is, of course, beyond 
me to answer that question. It is true that such a rumor has 
percolated through the House somewhat freely, but I have 
not been able to trace its origin and I seriously question 
whether that is a fair innuendo. I feel that we sometimes 
make a mistake here in permitting casual remarks not based 
on actual facts or study to prejudice our judgment. On the 
other hand, I think one may rightfully be a little wary about 
so many different people representing the President. I have 
been satisfied from one source that the President feels that 
this legislation is needed. I do not feel, however, that we 
should get in the habit of being influenced by someone who, 
in his zeal to put legislation through the House, falls back 
upon the President for support. I believe that when he 
wants legislation he will tell us so in a simple, straight- 
forward message and that we may hear it read from the 
Speaker’s desk. 

I regret that my time will not permit me at this point to 
outline the other important sections of the bill. I think the 
House should know that our committee was divided on the 
provision dealing with the limitation on salaries. I made 
this distinction: In the case of those companies which came 
to the Corporation for aid in repairing their capital, the 
Government to a certain extent automatically became a 
partner and should therefore properly consider the salaries 
which the officers of the companies received, and it was my 
impression that in those cases no salary should exceed 
$17,500. In the case of all other classes of borrowers from 
the Reconstruction Corporation it was thought that a dif- 
ferent rule should apply. Many of us felt that the high 
salaries paid to officers of companies using the Govern- 
ment’s credit were extortionate and unconscionable in these 
times and little short of an outright steal. In view of the 
fact, however, that such companies were private in their 
nature and were able to meet the test of full and adequate 
security and had come to the Corporation with clean hands, 
it was proper that their salaries should be considered and 
regulated, but that the amounts should be left to the discre- 
tion of the directors of the Reconstruction Corporation. Few 
in the committee, if any, felt that exorbitant salaries should 
be paid to any officer of any corporation that had to borrow 
the taxpayers’ money to keep going. We were satisfied, after 
examining the chairman of the Reconstruction Corporation, 
that he would see that all the salaries paid by borrowing 
corporations were scaled down to a fair and reasonable level 
in keeping with present conditions. It is still the thought of 
many of us, after hearing his views, that this is perhaps the 
best solution of the salary problem. [Applause.] 

[Here the gavel fell.] 

Mr. LUCE. Mr. Chairman, I yield 5 minutes to the gentle- 
man from New Jersey (Mr. CAVICCHIA]. 

Mr. CAVICCHIA. Mr. Chairman, I have heard it said on 
the floor here that millions of dollars of Government funds 
were lent to the Dawes bank, which was a bankrupt concern, 
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but they forget to tell us that thirty or more million dol- 
lars of that loan have already been paid back into the Gov- 
ernment coffers, and this money could not have been paid 
back if we had lent it to a bankrupt concern. 

Mr. McFARLANE. Will the gentleman yield? 

Mr. CAVICCHIA. Let me first finish my statement and 
then, if I have time, I shall be pleased to yield to the gen- 
tileman. 

We hear so many half truths here that sometimes it be- 
comes pretty hard even for Members of this body to know 
just what the truth is. We have been told that it will be a 
radical departure for the Reconstruction Finance Corpora- 
tion to lend money to these insurance companies when we 
have not done it heretofore. We have been lending money 
to life-insurance companies and to banks right along since 
this Corporation was organized. It is true that there was 
collateral given, but, in heaven’s name, where did that col- 
lateral come from? Was it not from the money of those 
whose lives are insured and from the moneys of the de- 
positors of these institutions? And whose money are you 
going to give to these insurance companies that we are try- 
ing to help by this bill? 

It is the money of the stockholders who are ready to 
transfer their present holdings for preferred shares and to 
let their company keep on as a going concern. 

We hear it said that we are going to loan this money to 
bankrupt insurance companies. Gentlemen, please make 
this distinction and keep it very clearly in mind: The Re- 
construction Finance Corporation, if this measure becomes a 
law, is going to exercise its good judgment. Jesse Jones, 
Chairman of the Reconstruction Finance Corporation, ap- 
peared before the committee and urged that this law be 
passed and stated that the President wanted this law. 

If my good friend from North Carolina [Mr. Hancock] 
thinks that President Roosevelt should appear before us 
every time he is interested in the passage of legislation, per- 
haps the gentleman can get the President to come here 
personally. 


I want you to make a distinction between insolvent con- 


cerns and unliquid concerns. We cannot help insolvent con- 
cerns; they are bankrupt. To loan money to such concerns 
would be money wasted. But there are many fire-insurance 
companies; and this law is primarily intended to help those 
fire-insurance companies that are perfectly solvent, that 
have millions of dollars’ worth of securities. 

The Reconstruction Finance Corporation is not going to 
give any money to bankrupt or insolvent concerns. 

Mr. SABATH. Will the gentleman yield? 

Mr. CAVICCHIA. I yield. 

Mr. SABATH. If the corporations are solvent, they will 
be able to show that neither the capital nor the surplus is 
impaired. But, as I understand, the surplus and capital of 
companies have been impaired because the securities they 
have have decreased in value below what they originally 
claimed they had, and for that reason they desire relief 
because the insurance examiner claims that they are not 
Solvent, because the present value of the securities has been 
reduced. 

Mr. CAVICCHIA. I am glad the gentleman brought that 
up, because the superintendents of insurance and banking 
of certain States are very anxious to appoint receivers who 
will work 10 or 15 years to liquidate the companies and will 
take millions of dollars for lawyers and receivers. Those 
insurance examiners do not like this legislation. I know of 
such cases. 

Now, I want to state another thing. Many companies 
have borrowed money from the Reconstruction Finance Cor- 
poration, and they have had to put up three or four dollars 
collateral for every dollar they got in the shape of a loan. 
That is why your commissioners of insurance and banking 
in many States say that these companies are insolvent. 

Mr. TRUAX. Will the gentleman yield? 

Mr. CAVICCHIA. I yield. 

Mr. TRUAX. The gentleman states that the Reconstruc- 
tion Finance Corporation will not make loans to bankrupt 
or insolvent companies. What about the Missouri Pacific 
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Railroad, that received $20,000,000; what about the Union 
Trust Co. of Cleveland, that received $16,000,000; what about 
the Guardian Savings & Trust Co. of Cleveland, that received 
$15,000,000? 

Mr. CAVICCHIA. Jesse Jones, Chairman of the Recon- 
struction Finance Corporation, says that you can trust the 
Corporation to look after that. The gentleman has mentioned 
3 or 4 companies which borrowed, and I assume from 
hes question that the companies have become bankrupt; but 
that does not give us the entire facts, because hundreds of 
concerns throughout the country that have borrowed money 
are still in business, and many of them have paid back their 
loans, and the fact that a few have failed is no reason why 
we should not keep on relieving those that need help. Re- 
member that the English companies are getting the business 
today that should go to American companies. Foreign com- 
panies can cable to Europe for money, pay 80 cents for an 
American dollar in London, and pass it in New York for 
100 cents. If this keeps up, most of our American fire com- 
panies will eventually fail. 

Mr. LUCE. Mr. Chairman, I yield 10 minutes to the 
gentleman from New York [Mr. Fis]. 

Mr. FISH. Mr. Chairman, I ask unanimous consent to 
speak out of order. 

The CHAIRMAN. Is there objection? 

Mr. McFARLANE. Mr. Chairman, I reserve the right to 
object. What is to be the nature of the gentleman’s 
remarks? 

Mr. FISH. I want to speak on a resolution which I have 
introduced today. 

. Mr. McFARLANE. Affecting what subject? 

Mr. FISH. Foreign affairs. 

Mr. DEEN. And there is nothing to be said about Negro 
affairs? 

Mr. FISH. No. 

Mr. McFARLANE. Or about Cuba? 

Mr. FISH. No. 

The CHAIRMAN. Is there objection? 

There was no objection. 

Mr. FISH. Mr. Chairman, I introduced the following reso- 
lution today, which is self-explanatory. It will be referred 
to the Committee on Foreign Affairs of the House, and it 
will depend upon the unanimity and character of the support 
given it by the Jewish people in the United States and their 
friends whether I shall request immediate consideration. If 
it is clearly shown that the Jewish people are united in 
demanding immediate and favorable action on this resolu- 
tion, I shall urge prompt consideration and adoption: 

House concurrent resolution 


Whereas the German Government is pursuing a relentless and 
ruthless policy of economic persecution and repression of Jews in 
Germany; an 

Whereas it is the avowed intention of the German Government 
to deprive the Jews of their civic, political, and economic rights; 
and 


Whereas the comparatively small number of Jews in Germany, 
not exceeding 600,000, or 1 percent of the German population, 
constitute a peaceful, law-abiding, industrious, and defenseless 
element of the population: Therefore be it 

Resolved by the House of Representatives (the Senate concur- 
ring), That the Congress of the United States regrets the con- 
tinued persecution of the Jews in Germany and expresses its 
sympathy for them in their hour of trial, humiliation, and eco- 
nomic discrimination, and requests the President of the United 
States to use his good offices and make friendly representation to 
the German Government in the interest of humanity, justice, and 
world peace, to respect the civic and economic rights of its citizens 
of Jewish origin, and to put an end to racial and religious 
persecution. 


As a friend of the German people, without in any way 
desiring to interfere with their domestic institutions or 
believing in the recent physical-atrocity charges, I appeal to 
their sense of justice and spirit of tolerance and fair play not 
to turn back the hands of progress two centuries by dis- 
qualifying German Jews of citizenship and economic rights 
and driving them once again as outcasts into the crowded 
and poverty-stricken Ghetto. 

I do not question the stability of the Hitler government, or 
that it represents the views of a majority of the German 
people. It is none of our business what form of government 
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exists in any foreign nation, whether it be republican, 
monarchial, Fascist, or Communist. For many years I have 
sympathized with the German people in their efforts to build 
up a united country under the harsh provisions of the Ver- 
sailles Treaty, conceived in hate, fear, cupidity, and signed 
under coercion. 

I am aware of the difficulties that have arisen in Germany 
since the end of the World War because of the growth of a 
powerful and aggressive Communist Party, composed of 
5,000,000 people, teaching class hatred, destruction of re- 
ligion and private property, and spreading internal dis- 
orders and urging the seizure of the German Government 
by force and violence. It is very likely that the Hitler dic- 
tatorship was necessary in view of the strength and revolu- 
tionary activities of the Communist, which undermined the 
stability of the German Republic. Just as communism was 
the main reason for the rapid growth of fascism in Italy, so 
likewise in Germany it was an important factor in bringing 
about the Nazi dictatorship. 

I do not deny that some German Jews were active in the 
Communist Party, but that is no reason to indict a whole 
race of 600,000 people because a small percentage were fol- 
lowers of Karl Marx and a smaller percentage were Com- 
munists. 

As the author of the Zionist resolution for a homeland for 
the Jewish people in Palestine, which passed the Congress 
10 years ago, I urge the German Jews and Jews throughout 
the world not to compromise or sacrifice their ancient faith 
to communism, with its avowed hatred of God and of all 
religious beliefs, but to stand firmly in opposition to this 
revolutionary and destructive force, which seeks to promote 
class hatred, atheism, and the destruction of human liberty. 

It seems to me that this is an opportune time to exert 
every effort to further develop Palestine as a homeland for 
those Jews who are being persecuted in Germany or in any 
other nation. 

My message to the Jews of America is to redouble their 


faith in our free institutions and our constitutional and’ 


republican form of government, which guarantees to every 
citizen an equal opportunity under the law and the right to 
life, liberty, and pursuit of happiness. In no country have 
the Jews so prospered as in the United States under our 
democratic system of government. In the last election Jew- 
ish governors were elected in New York and in Illinois, two 
of the largest of our States. 

There is no room for communism or any form of foreign 
dictatorship in the United States. The Jews of America who 
came here to enjoy the equal opportunities and the protec- 
tion afforded by our laws appreciate the blessings of liberty 
and justice under our republican form of government and 
should be the first to uphold it and defend it against all of 
its enemies from within and from without. Any other course 
would not only be ungrateful but suicidal and against their 
own interests. 

No right-thinking American Jew, having the welfare of 
his people at heart, would ever consider surrendering the 
blessing of liberty and justice under our free institutions 
for either communism or fascism. The Jews of America 
should shun communism and all its works as their worst 
and most dangerous enemy. The loyal and conservative 
Jews, who are in an overwhelming majority, have a right 
to form leagues to combat anti-Semitism, but in their own 
interest have a duty to organize effective opposition to com- 
munism and to combat it in every way among their own 
people. 

The tragic persecution of the Jews in Germany is just 
another page in the long and dark history of the much- 
suffering Jewish people. The American Government has 
never given any sanction to bigotry or assistance to perse- 
cution, but, on the other hand, does guarantee to all citizens 
full liberty of conscience. Our traditional American policy 
toward our citizens of Jewish origin is best expressed in the 
words of George Washington to the Jewish congregation at 
Newport in 1790: 


May the children of the stock of Abraham who dwell in this 
land continue to merit and enjoy the good will of the other in- 
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habitants, while everyone shall sit in safety under his own vine 
and fig tree, and there shall be none to make him afraid. 

As one who has opposed communism in all forms, I appeal 
for a square deal and justice for the great majority of the 
Jewish people in Germany, as elsewhere, who are decent 
and honorable citizens, practicing an ancient faith in peace 
and tranquillity and desiring merely the protection of their 
lives, property, and an equal opportunity to work. A con- 
tinuation of the economic persecution of the Jews would be 
a disgrace to the cause of human liberty and modern civili- 
zation and will be a constant source of friction and irri- 
tation in maintaining friendly relations between nations. 
[Applause.] 

Mr. LUCE. Mr. Chairman, I yield 5 minutes to the gen- 
tleman from Minnesota [Mr. SHOEMAKER]. 

Mr. SHOEMAKER. Mr. Chairman, there are things about 
this bill that I am not very keen about and do not like. In 
the first place, we are opening up the Federal jackpot to 
another bunch of looters, such as are on the witness stand 
over in the other end of the Capitol today, that have not 
paid any income taxes for years, I speak of J. Pierpont 
Morgan and his associates. This does not apply to insur- 
ance only, but on page 7 you will find that the bill author- 
izes the loaning of money by the Reconstruction Finance 
Corporation to railroad trustees. In other words, the rail- 
roads that have already borrowed money from the Recon- 
struction Finance Corporation and are now in the hands of 
receivers, can as it is now proposed borrow more money from 
the Reconstruction Finance Corporation for the bankrupt 
railroads. Let me give you one little illustration. If I am 
correctly informed, a little over a year ago the Soo Line 
Railroad defaulted on about $5,000,000 worth of bonds. It 
could not pay the face of the bonds and it could not pay the 
interest. The president of the Soo Line was also a director 
in the First National Bank Corporation of Minneapolis, a 
chain banking company. Being the president of the rail- 
read company and being a director in that bank, he knew 
where the outstanding bonds were, the bonds upon which 
the default had been made. So agents of the bank, security 
salesmen, went out and cheated the poor people out of the 
bonds and bought them for about 20 cents on the dollar, and 
after the president of the Soo Line Railroad Co., through 
the bank in which he was a director, got control of the bonds 
that they had purchased all the way from 25 to 35 cents on 
the dollar, they then came down here to the Reconstruction 
Finance Corporation and turned them over and got $5,000,000 
with which to pay off the debts they had bought up for 25 
to 35 cents on the dollar, or less, thereby making in the 
neighborhood of two or three million five hundred thousand 
dollars clear profit for themselves. 

I am almost at my wit’s end when it comes to voting 
money to these big corporations. We were told that we 
could not have 3-percent money for the farmers, because, 
if we fixed the rate in the farm bill at 3 percent, it would 
make it impossible for the insurance companies to exist, and 
that is why it had to be shoved up to 4% and 5 percent. 
These insurance companies are already throttling our farm- 
ers, they already have them by the throat, and they are in 
a death struggle, and yet we are going to give them more 
money so that they can clamp their clutches tighter around 
the necks of the farmer. 

With regard to the soldiers, only yesterday a case came 
to me where a veteran was discharged from the Army in 
1919 as totally disabled. He paid his insurance for 2 years 
after he was discharged and then he was adjudicated insane 
and sent to an insane asylum in the State of Minnesota, 
where he died on the 19th of last January, and because his 
widow did not know about the new laws that this Congress 
passed she did not file the application for her life insurance 
in time. That claim I now have in my possession, together 
with the receipt for the premiums paid, and because she did 
not file that claim before the 1st of April 1933 I am told that 
she cannot get a penny of that insurance. Here was a man 
who since 1919 had been in an insane hospital. 

We can take things away from those who suffer, those 
who are in need, and turn them over to the hands of great 
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corporations who today are the ones that have brought 
destruction and ruin on this great country of ours. So long 
as I am here on this floor, I am going to quit voting money 
for all these foolish propositions, while there are 16,000,000 
men walking the streets and highways and byways, without 
a thing to eat, in a land of plenty, where everything is so 


abundant, where we have so much wheat that the people. 


have to go without bread, where we have so much butter 
that they have to eat molasses, and have not got that, 
where we have so many shoes that they have to go barefoot. 
And here we are quibbling and voting to save the life- 
insurance companies. When are we going to do something 
for the American taxpayer? The thing to do is for this 
Congress to resolve itself and put through a proposition 
which will go down into the pockets of the contemptible 
tax dodgers who have been dodging their income taxes 
through the years in this country, from J. Pierpont Morgan 
on down, and make them pay up what they owe, and we 
will soon balance the Budget and quit our fooling, for after 
all we are only fooling ourselves. 

I wish to add further that when the time comes, as it 
already has, when the United States of America will repudi- 
ate its own insurance policies given in solemn faith to its 
veterans who fought in the World War and deprive their 
widows of the money that is rightfully owing to them and 
then appropriate $50,000,000 to loan to private insurance 
companies and b oads it is time to call a halt. 
And I also wish to call your attention to the fact that these 
same companies who will be making loans from this new 
fund, according to the records, are now paying their presi- 
dents and officers exorbitant salaries that run from $50,000 
per year to $175,000 per year, and we here are asked to take 
money out of the pockets of the poor taxpayers and assist in 
paying these exorbitant salaries through loans made by 
these companies from the United States Treasury or the 
Reconstruction Finance Corporation. 

Another thing about this bill is that it is authorizing 
more debts and more tax-free bonds amounting to $50,000,- 
000, which must be again assessed upon the taxpayers of 
this great land. 

Let me call your attention to the fact that the legisla- 
tion that we passed yesterday carried with it appropriations 
to the amount of $150,000,000, and at the rate we are pro- 
ceeding to run this Government into debt, if it continues, 
we will be worse than bankrupt ourselves within another 30 
days. All these bonds are tax-free. They will be bought 
up at a discount by the very Morgan group and their affili- 
ates who are now being investigated in the other end of 
this building, and then Morgan & Co. will again bring these 
bonds to our Printing and Engraving plant and have printed 
nice new, crisp paper money that will be put into circula- 
tion against these bonds, so that Morgan & Co. will not only 
draw an interest on the original bonds but can loan out the 
new money which they got tax free and interest free 
through the printing by Uncle Sam, and rob our people still 
further. 

When shall this mad orgy end? Shall we wait forever 
depriving the farmers and wageworkers of their rightful 
position with American Government, and deliberately vio- 
late every sacred contract entered into with our crippled sol- 
diers and war veterans? So far as I am concerned, I say that 
the time has come to think of some constructive states- 
manship and some laws that will open the books of our 
Internal Revenue Department and make public the amount 
of income taxes paid by every citizen of the United States. 
Had there been no secrecy with regard to our income taxes 
do you think that Morgan and his financial racketeers, 
looters, and thieves could have got away for years without 
paying any income taxes? Unless we, the Congress of the 
United States, come to our senses and do a little legislating 
along constructive lines, let me assure you that we may 
find ourselves no longer in Congress, and that the people 
may rise up, as they are doing throughout many parts of 
our country, and take the law into their own hands; not be- 
cause of their radicalism, but because we, the Congress of 
the United States of America have failed to do our duty, 
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and have failed to live up to our oaths of office. [Applause.] 

The CHAIRMAN. The time of the gentleman from Min- 
nesota has expired. 

Mr. LUCE. Mr. Chairman, I yield 5 minutes to the gen- 
tleman from Georgia [Mr. DEEN]. 

Mr. DEEN. Mr. Chairman, I want to call attention for 
2 or 3 minutes to some of the salaries paid to officials of 
some of the insurance companies as follows: 


Salaries paid officials 


Officials 


EQUITABLE LIVE ASSURANCE SOCIETY 


F. H. Ecker, president 
L. A. Lincoln, vice presiden 
A. C. Cam — vice president 
5 = North, vice president 


THE MUTUAL LIFE INSURANCE CO. 
D. F. Houston, president 100, 000 


Mr. BLANTON. Mr. Chairman, will the gentleman yield? 

Mr. DEEN. I yield. 

Mr. BLANTON. When Mr. David F. Houston was in 
Texas he was one of my professors in the State University at 
Austin, and his salary then was not over $7,500 a year, but 
as soon as be becomes president of the Mutual Life Insur- 
ance Co. his services immediately become more valuable, and 
he gets first $100,000 per year, and then they raise it in 1932 
to $125,000 per annum. They are doing it with money that 
should go to widows and orphans after their policyholder 
dies. 

Mr. DEEN. I am sure he is a splendid teacher. The 
gentleman is an excellent student of his, but he is not worth 
an annual salary of $125,000. 

Mr. BLANTON. He is not worth half of it or one fourth 
of it. And paying such outrageous salaries is what has 
gotten these insurance companies in these financial straits. 

Mr. DEEN (continuing reading the salaries of the officials 
of the Mutual Life Insurance Co.): 


Salaries paid officials 


j. hields, vice president. —————§—.— 
. Foshay, vice president 


NEW YORK LIFE INSURANCE CO, 


$335 
8888 


— 


REPARER 
8888888 


SEBAI 
88888 


Mr. Chairman, may I say just this word—that the re- 
quest of the insurance companies of the United States 
coming to this Congress through the present bill reported 
by the committee would come with better grace to this 
Congress if the officials of those companies had not in 1929 
raised their salaries. The beginning of the panic was in 
1929, and at that time they were receiving enormous salaries. 
If the insurance company officials had not raised their sal- 
aries in 1932, they could come with much better grace to 
this House now and seek legislation for loans. This House 
is interested in the insurance companies, because we all have 
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policies with them. At the same time we are not interested 
in lending money endorsed by the Federal Government 
through the Reconstruction Finance Corporation to com- 
panies to pay them these enormous, extravagant salaries. 
They are not worth it. You are not and I am not, and no 
man in this country is worth $175,000 a year to operate an 
insurance company. 

The CHAIRMAN. The time of the gentleman from 
Georgia [Mr. DEEN] has expired. 

Mr. LUCE. I yield the gentleman one half additional 
minute. 

Mr. HANCOCK of North Carolina. Will the gentleman 
yield? 

Mr. DEEN. I yield. 

Mr. HANCOCK of North Carolina. Since the gentleman 
has very properly referred to the fact that a number of the 
officers of these companies which are borrowing taxpayers’ 
assessments from the Government have increased their 
salaries during the depression, and, perhaps, in some in- 
stances out of this borrowed money, I think the RECORD 
ought to show that the present chairman of the Recon- 
struction Finance Corporation made it clear to our com- 
mittee that he thought there were cases where the officers’ 
salaries of the borrowing institutions were extortionate 
and ought to be materially reduced to the level of present 
times. In fairness to him it should also be understood that 
though he did not advocate it, he was not opposed to the 
salary provision in the act as it passed the Senate. Every 
member of the committee remembers his candor on this 
point. 

Mr. DEEN. Why did the committee, in submitting this 
bill, strike out $17,500 and make it in the discretion of the 
Corporation? 

Mr. BLANTON. We ought to put that limitation on 
maximum salaries allowed back in the bill, or we ought to 
defeat this bill. 

Mr. HANCOCK of North Carolina. There was a division 
in the committee about that amendment. 

The CHAIRMAN. The time of the gentleman from 
Georgia [Mr. DEEN] has again expired. 

Mr. LUCE. Mr. Chairman, I am going to use 2 or 3 min- 
utes, and then I am going to achieve an ambition that has 
been close to my heart ever since I have been in Congress. 
I am going to break all records by giving back virtually half 
of the hour to the House. 

It has seemed to me most unfortunate that we have fallen 
into the habit of using up every minute of the hour a Mem- 
ber recognized may consume, speaking himself or yielding 
time to others, when the hour is not needed. 

So, sir, after saying that I am going to vote for this bill, 
in my belief that the Reconstruction Finance Corporation 
can be trusted to carry out what is evidently the will of the 
House, and in so doing to exercise sound judgment, I am 
going to go to the reading of the bill for amendment under 
the 5-minute rule where questions that have just been asked 
may be discussed. I give back the rest of my time to the 
House. [Applause.] 

Mr. SABATH. Mr. Chairman, realizing the importance of 
this legislation, I have insisted that we should give the 
House an open rule on this bill and allow the Members the 
right to offer amendments and change the bill if they can, 
to make it workable and beneficial legislation, if that be 
possible. 

I myself feel that the bill should not receive the vote or 
approval of this House. I have been for every proposition 
that was recommended, advocated, or requested by the 
President, and I shall continue this policy, but I doubt very 
much that he is really interested in this proposed legislation. 

Mr. GOLDSBOROUGH. Mr. Chairman, will the gentle- 
man yield? 

Mr. SABATH. I yield. 

Mr. GOLDSBOROUGH. I may say to the gentleman that 
had the President of the United States not demanded this 
legislation, it would never be before us for consideration. 

Mr. SABATH. I have no knowledge that the President 
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knowing him as I do, I am satisfied that he would not ad- 
vocate this proposed legislation, especially in view of the 
fact that the public works bill, in which he is interested 
and for which a rule was granted today and which will 
come up for consideration tomorrow, really eliminates the 
only redeeming features in the bill we are now consider- 


| ing. The members of the Committee on Banking and Cur- 


rency may not know this, because the bill was reported only 
yesterday by the Ways and Means Committee, but the 
language to which I call attention is as follows: 

After the 8 ot 10 rer gees after the date upon which the 
Administrator has qualified taken office, no application shall 
be approved by the Reconstruction Finance tion under 
the provision of subsection (a) of section 201 of the Emergency 
Relief and Construction Act of 1932. 

This really destroys every provision in the so-called “ in- 
surance bill” that was aimed to help that bill pass the 
House. To make possible its passage the insurance bill 
contains provisions that would aid States and municipalities 
with their construction work, but the action the House will 
take tomorrow will absolutely destroy nearly every provision 
of this bill. 

425 McFARLANE. Mr. Chairman, will the gentleman 
yield? 

Mr. SABATH. I yield. 

Mr. McFARLANE. Then should we not lay this bill on 
the table? 

Mr. SABATH. The gentleman heard what I said. It is 
not always easy to make oneself as clear as one would like. 

Mr. DEEN. Mr. Chairman, will the gentleman yield? 

Mr. SABATH. I yield. 

Mr. DEEN. Does the gentleman know what salary is paid 
the chairman of the Reconstruction Finance Corporation? 
I ask this as a matter of information. 

Mr. SABATH. I compliment the gentleman upon the in- 
formation he gave to the House this afternoon. Heretofore 
on several occasions I have called the attention of the House 
to the salaries. The very railroads that came here pleading 
for relief and that obtained large loans paid their officers 
$100,000 or $125,000 a year. These individuals squander the 
money of the railroads, waste it, vote it to themselves, and 
then they come down to the Reconstruction Finance Cor- 
poration for relief and aid. 

This practice should cease, and it is high time that we 
make a start in this direction. We should make the start 
on this bill today. [Applause.] We should prevent similar 
demands upon the House in the future. 

Mr. HOLLISTER. Mr. Chairman, will the gentleman 
yield? 

Mr. SABATH. I yield. 

Mr. HOLLISTER. I understood the gentleman to say he 
was very much pleased that the bill was brought in under a 
Tule giving the Members an opportunity to amend it. 

Mr. SABATH. Yes. 

Mr. HOLLISTER. Did I understand the gentleman to 
say that the bill which will be brought in tomorrow will be 
brought in under a similar liberal rule? 

Mr. SABATH. I regret exceedingly that the bill that 
will be brought in tomorrow will not come in under such a 
liberal rule. 

Mr. HOLLISTER. Did the gentleman vote for that lib- 
eral rule yesterday? 

Mr. SABATH. I was speaking of the rule under which 
the bill we are now considering was brought in. When we 
take up consideration of the rule tomorrow I shall explain 
the reasons for it. 

I feel, Mr. Chairman, that this bill should not pass in its 
present form because all the good it could do has been 
eliminated. And what little remains will be absolutely nul- 
lified by the bill that will pass the House within a day or 
two. Consequently there is no reason for any of us who 
tried to enact legislation that would create employment 
and relieve the distressed conditions of municipalities and 
States to vote for this bill. I am inclined to believe that 
the President has been imposed upon by a few casualty 


favors it, though some gentlemen say that he does; but, companies, who have misinformed him as to the facts. 
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This will not aid the life-insurance companies or the policy- 
holders. This will help only a few men who lost the money 
of their companies by buying questionable securities from 
such great investment bankers as the one who is testifying 
before a committee at the other end of the Capitol today. 
[Applause.] 

[Here the gavel fell.] 

Mr. FOCHT. Mr. Chairman, will the gentleman yield? 

Mr. SABATH. My time has expired. 

Mr. FOCHT. I wish the gentleman would tell us his views 
before he sits down. I have not heard him state his reasons 
yet. 

Mr. SABATH. Had the gentleman been listening he 
would haye heard. 

The CHAIRMAN. The Clerk will read the bill for amend- 
ment under the 5-minute rule. 

The Clerk read as follows: 

Be it enacted, etc., That during the continuance of the existing 
emergency heretofore recognized by Public No. 1 of the Seventy- 
third Congress or until this act shall be declared no longer opera- 
tive by proclamation of the President, and notwithstanding any 
other provision of any other law, if, in the opinion of the Secretary 
of the Treasury, any insurance company of any State of the United 
States is in need of funds for capital purposes either in connection 
with the organization of such company or otherwise, he may, with 
the approval of the President, request the Reconstruction Finance 
Corporation to subscribe for preferred stock of any class, exempt 
from assessment or additional liability, in such insurance com- 
pany, or to make loans secured by such stock as collateral, and 
the Reconstruction Finance Corporation may comply with such 
request. The Reconstruction Finance Corporation may, with the 
approval of the Secretary of the Treasury and under such rules 
and regulations as he may prescribe, sell in the open market the 
whole or any part of the preferred stock of any such insurance 
company acquired by the corporation pursuant to this section. 
The amount of notes, bonds, debentures, and other such obliga- 
tions which the Reconstruction Finance Corporation is authorized 
and empowered to issue and to have outstanding at any one time 
under existing law is hereby increased by $50,000,000, in order to 
provide funds to carry out the provisions of this act. 


With the following committee amendment: 


Page 2, line 12, after the word section”, strike out the language 
down to and including the word “act” on line 18 and insert the 
following: “ The total face amount of loans, subscriptions to pre- 
ferred stock, and purchase of capital notes which the Reconstruc- 
tion Finance Corporation may have outstanding at any one time 
under the provisions of this section and section 2 of this act shall 
not exceed $50,000,000, and the amount of notes, bonds, deben- 
tures, and other such obligations which the Reconstruction Fi- 
nance Corporation is authorized and empowered to issue and to 
have outstanding at any one time under existing law is hereby 
increased by an amount sufficient to carry out the provisions of 
this section.” 


Mr. STEAGALL. Mr. Chairman, the purpose of the com- 
mittee amendment is simply to clarify the language and 
make definite and unquestionable the purpose to limit the 
total of loans to the sum of $50,000,000. 

Mr. GOSS. Will the gentleman yield for a question? 

Mr. STEAGALL. Les. 

Mr. GOSS. My recollection is that in general debate the 
distinguished gentleman from Maryland [Mr. GOLDSBOR- 
ouGH] stated to the membership here that no life-insurance 
company would get any benefits out of this bill. 

Mr. GOLDSBOROUGH. I can straighten that out with 
my friend. I did not mean to say that any life insurance 
company was prohibited under the bill from securing the 
benefits of this proposed law. What I meant to say was 
that the insurance companies that wanted this law passed 
are not life-insurance companies, but casualty companies. 

Mr. GOSS. That is true, but I understood the gentleman 
in his remarks to say that no life-insurance company would 
participate. 

Mr. GOLDSBOROUGH. If I said that I made a mistake. 

Mr. GOSS. Then any life-insurance company could come 
in under the provisions of this bill. 

Mr. GOLDSBOROUGH. That is correct. 

Mr. PATMAN. Mr. Chairman, I rise in opposition to the 
committee amendment. 

Mr. Chairman, I did not have any time in general debate 
and I ask unanimous consent that I may proceed for 5 addi- 
tional minutes. 
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Mr. LUCE. Mr. Chairman, I shall not object to this ex- 
tension of time, but this committee has had 2 pretty hard 
days and we are rather tired, and I shall hope that the 
remarks will be confined to the bill after this and that we do 
not have any further extensions of time. 

The CHAIRMAN. Is there objection to the request of the 
gentleman from Texas? 

There was no objection. 

MORE TAX-EXEMPT INTEREST-BEARING BONDS 

Mr. PATMAN. Mr. Chairman, this bill provides that 
$50,000,000 in Government securities may be sold and the 
money delivered to the Reconstruction Finance Corporation 
and the Reconstruction Finance Corporation may use this 
money to help certain insurance companies. 

It is my understanding the insurance companies have 
already been pretty well taken care of under legislation 
passed creating the Reconstruction Finance Corporation, but 
this bill goes much further and provides that the Recon- 
struction Finance Corporation may purchase the preferred 
stock of an insurance company. 

One part of this bill that is very objectionable to me is 
the issuance of more tax-exempt interest-bearing securities 
of the Government of the United States. 

When will there ever be any incentive for people to place 
their money in industry, commerce, or agriculture as long 
as they can purchase Government bonds that, of course, are 
guaranteed by the Government of the United States, and in 
this way have a more convenient place for their money? As 
evidence of the fact that money will be used to purchase 
Government bonds when they can be purchased, take the 
statement yesterday filed before a Senate committee by 
Mr. Morgan, of the house of Morgan, which indicates that 
during the last few years his institution has been selling off 
its other stocks and bonds and other properties and pur- 
chasing Government bonds, and now the institution holds 
Government bonds aggregating in value $224,000,000. Last 
year this institution drew in interest more than $7,500,000 
on these bonds from the Government, and drew this much 
money the year before, and did not pay one penny of income 
tax to the United States Government. 

NEW MONEY SHOULD BE ISSUED 

The connection with the bill is this: Is it right and fair 
that Government bonds be issued and sold to Mr. Morgan? 
Mr. Morgan will take the bonds and keep them in the vaults 
of his bank. The money that Mr. Morgan sends to Wash- 
ington will be delivered to the Reconstruction Finance Cor- 
poration, and the Reconstruction Finance Corporation will 
deliver that money back to one of Mr. Morgan’s insurance 
companies, and he gets it right back again. In addition to 
this, if Mr. Morgan wants more money, he can have these 
bonds put up with the Treasury of the United States and 
have the Bureau of Engraving and Printing print $224,000,000 
worth of new money, if he wants it and if he uses the proper 
channels to get it. 


MORGAN CAN EXCHANGE BONDS FOR NEW MONEY 


If he should purchase the $50,000,000 of bonds authorized 
under this bill, he can take these bonds through banking 
channels and place them with the Federal Reserve or with 
the Treasury of the United States and get new money issued 
in return for these bonds, and at the same time he is using 
the money he will also get interest on the bonds, and then 
the money comes right back to his insurance corporation. 


ABUSE OF GOVERNMENT CREDIT 


I think it is time we should call a halt on such proceedings 
as this. It is an idiotic and imbecilic system that we have 
with respect to the use and, I might say, the abuse of the 
credit of the Government of the United States. 

Mr. KVALE. Will the gentleman yield for a question? 

Mr. PATMAN. For a question; yes. 

Mr. KVALE. The gentleman calls these Government 
bonds; is it not true that they are Reconstruction Finance 
Corporation bonds or debentures? 

Mr. PATMAN. The Reconstruction Finance Corporation 
never issued one dollar of bonds, because the act is unconsti- 
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tutional. No one will stand up here and claim that the 
Reconstruction Finance Corporation Act is constitutional. 
Therefore they have never attempted to sell any bonds to 
the people. All these debentures are delivered to the United 
States Treasury and the United States Treasury sells Gov- 
ernment securities and delivers the money to the Recon- 
struction Finance Corporation in return for its debentures. 
Therefore they handle it through the Treasury of the United 
States. 

Mr. MOTT. Will the gentleman yield? 

Mr. PATMAN. I yield for a question. 

Mr. MOTT. The gentleman seems to be quite well in- 
formed on this legislation. Can he advise us whether this is 
a part of the President’s program? 

Mr. PATMAN. I am not in position to advise the gentle- 
man on that. I know nothing about it. 

Of all the people that should be favored at this time with 
special legislation, taking up our time here, the Morgan and 
Mellon groups, who would profit so much by reason of this 
legislation, should be the last. 

SECRET TAX SYSTEM 

I can tell you one little law that you could pass in 10 
minutes’ time that would balance this Budget, which is so 
much unbalanced today, and that little law would be one 
requiring publicity of income-tax returns. [Applause.] 

I have such a bill pending before the Ways and Means 
Committee at this time. 

Mr. McFARLANE. Will the gentleman yield? 

Mr. PATMAN. For a brief question. 

Mr. McFARLANE. I am wondering if Members of the 
House know that the Internal Revenue Department refuses 
to furnish Members of the House with any information as to 
matters under discussion here? 

Mr. PATMAN. Some Members of the House probably do 
not know that we have here a system of secret taxation. 
We have the same kind of a system that put Chicago on the 
rocks. They used to have a secret tax system, and no resi- 
dent of Chicago could tell you how much his neighbor was 
paying in taxes. Some people were paying no taxes at all, 
others much less than some others. We have a secret tax 
system in this country. There is no reason why the tax 
returns should not be open to public inspection. The tax 
records of all cities, counties, and States are subject to 
public inspecion, so why should we favor the Morgans, Mel- 
lons, Mills, Meyers, and Mitchells with secret returns? 

If you will make the income-tax returns public, you will 
not have to pass a gasoline tax or a sales tax. You will 
collect plenty of money. [Applause.] 

Do you think that Mr. Morgan would have dared to refuse 
to pay taxes during the years 1931 and 1932 if he had known 
that the tax returns would be subject to public inspection? 
No; he knew they were secret and that nobody would ever 
see them. There was no danger or risk in his refusing to 
pay an income tax or make a full return. 

We should make income-tax returns subject to public 
inspection. We need not publish them. There is no reason 
why they should be published, but any citizen of the United 
States who desires to see one should be permitted to see it. 

I want to tell you that in this investigation—although the 
newspapers say they are being handled with kid gloves—if 
the investigation continues you are going to see all kinds of 
tax frauds uncovered. I do not believe a majority of the 
Senate investigating committee will refuse to support Mr. 
Pecora in his effort to turn the light on the House of 
Morgan. 


MELLON-MORGAN GROUP SHOULD BE EXPELLED 

I am one of the Members on this side of the aisle who 
believe that the Mellon-Morgan group met defeat at the 
polls last November, and I hope that no member of the group 
will be taken into the confidence or his advice taken or 
heeded by the present administration in any way, shape, or 
manner. [Applause.] 

We have had enough of Mellonitis—it is Mellonitis that 
has almost destroyed our country. Mellon and Morgan ab- 
solutely refuse to obey the law—they think that they are 
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above the law. They believe in law and order as long as 
they can make the law and give the order. 

Mr. STOKES. Mr. Chairman, I think the gentleman 
should confine his remarks to the bill. 

Mr. PATMAN. Now, as to this man Mellon, he holds 
$175,000,000 worth of Government bonds in two of his bank- 
ing institutions, collecting $7,000,000 in interest from the 
Government on them annually. I just wonder how much 
income tax he paid last year or he has paid during the last 
12 years. You cannot find out because the income-tax re- 
turns are secret. You ought to make them subject to public 
inspection. 

(Here the gavel fell.] 

Mr. GREEN. Mr. Chairman, I move to strike out the last 
two words. I do this in order to tell my colleagues of a 
little experience a city in my district recently had with the 
Reconstruction Finance Corporation. The people of the 
city were naturally encouraged by reading reports that the 
Congress had appropriated large sums of money for this 
Corporation to relieve industry, the railroads, the banks, the 
insurance companies, as well as the municipalities and other 
subdivisions of our Government. They decided they would 
make application to enlarge and improve their waterworks. 
They filed the application and members of the delegation 
from my State requested that it be favorably considered. 
It was turned down some time ago. A few days ago the 
Honorable L. B. Alexander, the mayor of this town, Waldo, 
made a trip up here and appeared before representatives of 
the Corporation personally and most ably explained the pur- 
pose of the application, and explained that their little water 
plant had been self-liquidating and would be self-liquidating 
in the future. They asked for $6,500. Why, that amount 
would not have been 1 day’s interest on the amount that 
the Corporation had been loaning to the railroad companies. 
I doubt if it would have paid 10 minutes’ interest on the 
$80,000,000 which the newspaper reports say that Mr. Dawes, 
a former chairman, received from the Corporation for a 
Chicago bank. I do not believe it would have paid the inter- 
est for 2 days on the amount of money the railroad companies 
had borrowed, and by the way, the newspaper reports say 
that those railroad companies, many of them, have now de- 
faulted on the interest. But that is neither here nor there. 

The mayor appeared and explained that they had in their 
water fund a surplus of $800, that they had in their general 
city treasury a surplus of $1,300 or $1,400 in cash, that 
there was not a bond outstanding or a penny of indebted- 
ness against the whole city and that every user of the water 
now, and everyone to be added to the system through the 
improvements, was a permanent resident of the city and 
owners of their homes and able to pay for water used. We 
were advised by the corporation officials that they did not 
think that we should be permitted to borrow unless we went 
back to our little town and had the people vote bonds and 
then turn the bonds over to the Reconstruction Finance Cor- 
poration for collateral. We had always been under the 
impression that the two billion six or eight hundred million 
dollars that we had appropriated and authorized for this 
Corporation was to be loaned to our municipalities direct and 
without bond issuance. The Reconstruction Finance Corpora- 
tion in this instance, at least it seems to me, would occupy 
the role of bondbroker merely to handle the bonds for our 
little city. This city had also held an election last Decem- 
ber in which a very large majority of the voters voted favor- 
ably for this very improvement. The Corporation wants to 
stand behind a clause in the constitution of our State and 
demand that the city of Waldo vote a bond. Why should we, 
in conscience, continue to appropriate money for this Cor- 
poration which has so utterly failed to relieve the munici- 
palities in my State, particularly this one which wanted only 
$6,500. My friends, it is ridiculous. 

It seems to me that there should be a more liberal inter- 
pretation of the law by the Reconstruction Finance Cor- 
poration. I fully appreciate the fact that the Corporation 
should have securities for the loans and that they should be 
most careful in the way they handle the public’s money, but 
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from newspaper reports—I do not say that they are so, but I 
believe they are—the Corporation has been loaning millions 
and millions of dollars on security far weaker than that 
offered by the city of Waldo, Fla. 

The CHAIRMAN. The time of the gentleman from Flor- 
ida has expired. 

Mr. GREEN. Mr. Chairman, I ask unanimous consent 
to proceed for 1 minute more. 

The CHAIRMAN. Is there objection? 

There was no objection. 

Mr. GREEN. The loan has been approved by the voters 
of the town. The thing I should like to say further is this: 
That it is common practice by towns in my State for the 
city or town officials to give their notes for indebtedness 
over a period of years. Individuals and firms accept these 
notes and they are invariably paid at maturity. Our indi- 
viduals and firms sell to cities on credit and also loan money, 
taking only such open notes as security, but the Reconstruc- 
tion Finance Corporation attempts to hold that the city 
cannot borrow for more than 12 months upon such open 
notes, even though the project would be self-liquidating. 
In my opinion this Waldo project is in fact a self-liquidating 
project, and the city will meet the obligations which it seeks 
to enter. The corporation now has it under consideration 
and, we hope, may even yet act favorably. I call this case 
to the attention of my colleagues for consideration in con- 
nection with the bill before us, which will allow a huge sum 
for the large corporate interests. 

Mr. STEAGALL. Mr. Chairman, I simply desire to let the 
Committee understand what is involved in the amendment 
now under consideration. The original bill as it passed the 
Senate contained language which we thought was not en- 
tirely definite in fixing the limit of loans that might be made 
by the Reconstruction Finance Corporation under this bill 
The House Committee on Banking and Currency amended 
it to make it most specific and definite and unquestioned 
that there cannot be loans in excess of a total amount of 
$50,000,000. That is the amendment on which the Com- 
mittee is about to vote. 

Mr. GLOVER. Mr. Chairman, I move to strike out the 
last three words. 

Mr. Chairman, I regret that a bill of this kind at this 
time of the session has found its way into the House. I 
thought when the insurance companies borrowed $90,000,000 
of the taxpayers’ money that they would be satisfied, but 
now they come back here today. Possibly the indemnity 
companies have not got all they wanted, and they come 
back now and want $50,000,000 more to be loaned to them. 
Oh, you say, let the Reconstruction Finance Corporation 
advance the money. Do you know what you are doing with 
the Reconstruction Finance Corporation? You are dealing 
out the public’s cash through that agency. Let us think 
for a moment where we are going. The Reconstruction 
Finance Corporation has already loaned over $2,000,000,000 
of the people’s money on the direction of this Congress. 
We have advanced $2,000,000,000 to go to the relief of farm 
mortgages, $2,000,000,000 to go to the relief of home owners, 
which they needed so badly. That makes $4,000,000,000. 
Tomorrow we are coming back with a little bill asking you 
for only $3,300,000,000; more than $7,000,000,000 for this 
Congress alone. I am not going to vote for anything in 
the way of a further appropriation that does not go to re- 
lieve some man who is out of employment. These big in- 
demnity companies are not out of business. When they 
are able to pay such salaries as have been put into the 
Recorp here today, some of them as much as $200,000 per 
year, they ought to be ashamed to come here at this time 
and ask this Congress to appropriate further money to carry 
on such conduct as that. 

The members of the Reconstruction Finance Corporation 
only get $10,000 a year. The men at the head of these 
insurance companies, or some of them, drawing $175,000 a 
year, and now they come here and want you by your vote 
to put a further burden on your people to give them more 
money. I am not going to do it as far as I am concerned. 
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I believe this bill ought to be killed right here on the floor 
of this House today and this extravagance stopped. 

Mr. CAVICCHIA. Will the gentleman yield? 

Mr. GLOVER. I yield. 

Mr. CAVICCHIA. Does not the gentleman realize that 
the list of high-salaried men which the gentleman read a 
moment ago applies to life-insurance companies? 

Mr. GLOVER. Oh, did you not hear him tell how it 
might be applied to life-insurance companies and indemnity 
companies? 

Mr. CAVICCHIA. They might come in, yes; but this is 
for a type of insurance company that cannot afford to pay 
such salaries. 

Mr. GLOVER. Will you please tell me what the president 
of the Globe Indemnity Co. is drawing now? 

Mr. CAVICCHIA. I do not think he is drawing anything 
today. 

Mr. GLOVER. Oh, no. He is like the gentleman over in 
the Senate who does not make anything, Mr. Morgan. 
[Laughter.] 

Mr. CAVICCHIA. Would the gentleman like to pay the 
losses that Mr. Morgan had from 1929 to 1932? 

Mr. GLOVER. I am not associating with Mr. Morgan’s 
kind of business. He has been trying to put over some 
things, and lost, and he might have had a right to lose some 
of it, because he was trying to do things he ought not to 
have done. 

Mr, CAVICCHIA. Why does the gentleman not be fair 
and wait until the investigation is finished? 

Mr. BLANTON. Will the gentleman yield? 

Mr. GLOVER. I yield. 

Mr. BLANTON. If Mr. J. Pierpont Morgan has such a 
wonderful defender and protector in the United States Sen- 
ate, surely my friend from Arkansas ought not to object to 
Mr. Morgan's having an equally good defender in the House. 
LLaughter.] 

Mr. GLOVER. Well, I do not want to be spokesman for 
bim myself, and that is not all of it. I am not going to be. 
I am going to think of the good people back home who are 
going to be burdened with every cent of this if it is voted 
out. You have to dig it out of the people by taxation. Dur- 
ing the administration that has just gone out we chided you 
for such extravagance, and what are we doing? You set a 
pace for us that is a snail’s pace compared to what we are 
doing. [Laughter.] I tell you as Democrats we ought to 
come to a halt on this kind of thing. I am going to do it as 
far as I am concerned on this bill. 

The CHAIRMAN. The time of the gentleman from 
Arkansas [Mr. GLover] has expired. 

Mr. STEAGALL. Mr. Chairman, I ask unanimous con- 
sent that all debate on this amendment do now close. This 
is purely a perfecting amendment. 

The CHAIRMAN. The question is on the adoption of the 
committee amendment. 

The committee amendment was agreed to. 

Mr. BEEDY. Mr. Chairman, I have an amendment on 
the Clerk’s desk. 

The Clerk read as follows: 

Amendment offered by Mr. Berny: Pages 1 and 2, strike out 
section 1 and insert in lieu thereof the following section: 

“Whenever during the existing emergency any caer ga ah 8 
pany, whether through bad management or otherwise, 

hausted its resources, it may be accommodated with funds Sy 
the Reconstruction Finance Corporation by delivering to the said 
Corporation promissory notes.” 

Mr. STEAGALL. Mr. Chairman, I ask unanimous con- 
sent that all debate on this section and all amendments 
thereto close in 10 minutes. 

Mr. SWANK. Mr. Chairman, I want 5 minutes. 

Mr. TRUAX. Mr. Chairman, I want 5 minutes. 

Mr. STEAGALL. Mr. Chairman, I move that all debate 
on this section and all amendments thereto close in 15 
minutes. 

The motion was agreed to. 
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Mr. BEEDY. Mr. Chairman, I have tried to boil down 
into a few words the real meaning of this bill. All this bill 
provides is that whenever during the existing emergency any 
insurance company, whether through bad management or 
otherwise, has exhausted its resources, impaired its capital, 
and needs money, it may be accommodated through the 
Reconstruction Finance Corporation, if it will sign a prom- 
issory note. i 

That is all there is to this bill. Let me make this clear, 
that no life-insurance company asked for this legislation. 
The thousands and hundreds of thousands of policyholders 
in life-insurance companies may as well be informed now 
as any time that no life-insurance company in this country 
is demanding any such kind of legislation; and it seems to 
me that we have come to the point where we must take 
pretty serious thought before we travel further in the direc- 
tion we have been heading. 

Up to this time whenever we have loaned money through 
the Reconstruction Finance Corporation we have loaned it 
on adequate and safe security. It has been a business prop- 
osition. Now we have come to the day when a few cas- 
ualty companies come to us and say: “ We have no more 
collateral; our capital is impaired; we need some of the peo- 
ple’s money. We want the Government to come into this 
business with us. We want the Government to buy capital 
stock with public moneys but we will not agree to match it 
with cash capital in the new set-up.” 

The gentleman from North Carolina explained how they 
are going to get their capital stock. They are simply going 
to go out and induce those who have a claim, either actual 
or claimed, against the insurance company to accept pre- 
ferred stock for it. The Reconstruction Finance Corpora- 
tion must pay good money for its stock and insurance com- 
panies will take the money they get from the Reconstruc- 
tion Finance Corporation and go right back to the Recon- 
struction Finance Corporation with it and demand the col- 
lateral they have left with it for former loans. Is it wise 
for us to make this possible? Of course not. When the 
transaction is completed the applying insurance company 
has as much or more of the public moneys than it had when 
it borrowed from the Reconstruction Finance Corporation 
and furnished adequate and safe collateral, but the Recon- 
struction Finance Corporation has given up good collateral 
and taken preferred stock. In other words, this bill would 
enable insurance companies to get more of the people's 
money and get back collateral pledged for former loans. If 
the bill could be amended to compel these casualty insur- 
ance companies to match every dollar of Government money 
put into preferred stock with new cash capital stock of their 
own we could justify the passage of this bill. 

In these few words in this proposed amendment I have 
endeavored, in my own way, to bring before the House the 
whole picture that is presented by this pending bill. 

Mr. SNELL. Mr. Chairman, will the gentleman yield? 

Mr. BEEDY. I yield. 

Mr. SNELL. I was told by a member of the committee 
that it was not the intention to do any more under this bill 
for the insurance companies than had been done for the 
banking interests in the former bill and that these insur- 
ance companies will not have any money or paid-in capital 
stock except on the same conditions. 

Mr. BEEDY. That has been stated. It has been said that 
is what is intended; but when we offered to test their sin- 
cerity by a cash capital-matching amendment offered by the 
gentleman from North Carolina in our committee, the 
amendment was not accepted. 

Now, let us put such a provision right in this bill. Let us 
amend it here on the floor as suggested by the gentleman 
from North Carolina. It was the desire of the gentleman 
from North Carolina—and it is my desire—to insert a pro- 
vision that would compel these borrowers who are to put 
their hands into the Government purse through the Recon- 
struction Finance Corporation to contribute an amount of 
cash stock—stock for which they must pay cash—equal to 
the amount of stock the Government is asked to buy through 
the Reconstruction Finance Corporation. But they said, 
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We cannot do that.” Of course they cannot. They have 
no more money. They are not going to put any new money 
into this new set-up. They are just going to bleed us white, 
and I am telling you we have just got to stop somewhere. 
I think this is the place to stop. 

Mr. REILLY. Mr. Chairman, will the gentleman yield? 

Mr. BEEDY. I yield. 

Mr. REILLY. Is there any difference as regards the 
solvency of an operating company if it wipes out $5,000,000 
of its liabilities by preferred stock instead of securing cash? 

Mr. BEEDY. Not if the liabilities it wipes out are real and 
not concocted for the express purpose of distributing stock 
allegedly to match stock paid for with good money by the 
Reconstruction Finance Corporation. 

Mr. REILLY. As far as the Government is concerned, the 
loan is just as good, is it not? 

Mr. BEEDY. Of course, we can put enough money into 
any company that is involved to set it up on its feet again. 

[Here the gavel fell] 

Mr. BEEDY. Mr. Chairman, I ask unanimous consent to 
proceed for 3 additional minutes, and I am not going to 
speak any more on this bill. 

The CHAIRMAN. Is there objection to the request of the 
gentleman from Maine? 

There was no objection. 

Mr. REILLY. Mr. Chairman, will the gentleman yield 
further? 

Mr. BEEDY. I yield. 

Mr. REILLY. When you wipe out $5,000,000 of the com- 
pany’s liability they are $5,000,000 nearer being solvent. It 
is just the same as though they had got that much money; 
there is no difference. 

Mr. BEEDY. Let us be perfectly frank about the matter. 
When they can induce claimants and creditors to accept 
preferred stock they relieve themselves of the demands of 
those creditors. 

Mr. REILLY. It is just the same as though they had se- 
cured $5,000,000 in money. 

Mr. BEEDY. That is true if the claims are legitimate, 
but I am saying that under the terms of this bill the insur- 
ance companies themselves do not put in any new money. 
I am speaking about that feature. 

Mr. REILLY. That is true. 

Mr. BEEDY. And I call attention to the fact that we 
have got to decide whether it is to be an accepted obliga- 
tion of this Government to rehabilitate companies which 
have exhausted their resources and impaired their capital 
stock. If that is an obligation of Government then let us 
go ahead with it, but then when we have taken that step 
and are a partner in these businesses, how shall we resist 
those who will come to us and say: “It is a proper func- 
tion of Government to run the banks; it is a proper function 
of the Government to run the railroads and the insurance 
companies, because they are all affected with a public inter- 
est; the Government is already a partner in them and it is 
in the interest of the whole people that the Government 
take over, in their entirety, these different activities.” 
You will find it difficult if you take this first step to refuse 
to take the final step. Once you start on this journey I 
think you will be compelled to go the whole way. 

I think we ought to consider very carefully before we vote 
to support this bill in its present form. I shall vote against 
it unless the cash capital matching amendment to be 
offered by the gentleman from North Carolina is adopted. 
[Applause.] 

Mr. CULKIN. Will the gentleman yield? 

Mr. BEEDY. I yield. 

Mr. CULKIN. The inference has been given out here 
that all these insurance companies haye to do is to go in 
with a promissory note and walk out with the funds. 

Mr. BEEDY. That is right; that is all they have to do 
under the provisions of section 2. 

Mr. CULKIN. Is it not true, I will ask the gentleman 
from Maine, that they have to deposit collateral, the same 
as the banks? 
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Mr. BEEDY. No; if they had collateral, they would not 
be asking for this legislation. They have exhausted their 
collateral already. 

[Here the gavel fell.] 

Mr. SWANK rose. 

The CHAIRMAN. The gentleman from Oklahoma [Mr. 
Swanx] is recognized for 5 minutes. 

Mr. SWANK. Mr. Chairman, I ask unanimous consent to 
revise and extend my remarks in the RECORD. 

The CHAIRMAN. Is there objection? 

There was no objection. 

Mr. SWANK. Mr. Chairman, I have always believed in, 
worked for, and practiced economy in public office. For 
several years I have stated that expenses of government— 
Federal, State, county, city, and local—must be reduced. 
A few years ago we reached the point where we could not pay 
the increased expenses, and especially the expenses of gov- 
ernment where the money must be derived by direct taxation. 
Direct taxation has now become unbearable, and even if 
there were no mortgages thousands of our citizens would 
lose their homes because they cannot pay the high taxes. 
As long as additional methods of raising revenue can be de- 
vised and put into effect we need not look for much reduc- 
tion in public expenses. The taxes that are collected should 
be levied largely upon those most able to pay, but many 
times those who are most able to pay do not contribute 
anything to governmental expenses. 

The gross public debt of the United States now amounts 
to more than $20,000,000,000, and the annual interest appro- 
priated and paid to these nontaxable bondholders amounts 
to more than $600,000,000. This is one of the most out- 
rageous provisions of our taxing system. Money can be 
derived when needed to loan on farms and city homes to re- 
lieve our distressed and debt-burdened citizens in other ways 
than by nontaxable bonds. Congress can authorize the 
Treasury Department to issue bonds at a small rate of in- 
terest, which will not be sold, and can be presented to the 
Federal Reserve Board for the issuance of Federal Reserve 
notes which circulate as other money. Another method of 
deriving these funds is for Congress to direct the Treasury 
Department to issue Treasury notes and appropriate the 
interest that has to be paid upon these nontaxable bonds, 
put it in a sinking fund, and retire the total issue in a 
certain period of years. If a man has $1,000,000 invested in 
4 percent nontaxable bonds he receives an income of $40,000 
per year upon which he pays no taxes. If a widow has a 
cheap shack that she calls home she is required to pay taxes 
under this system. 

Our salaries are reduced 15 percent under the present law, 
but the real decrease is much more than that by reason 
of the fact that we increased income taxes which apply to 
these salaries. I supported this reduction and voted to 
reduce our salaries 25 percent. All Federal salaries have 
been reduced except those of the Federal judges, and those 
salaries should be reduced just the same as other salaries. 
I noticed in the papers that while these judges have been 
advised that they can contribute this-15 percent reduction 
there have been only 11 who complied with this suggestion. 
The annual salaries of the Federal judges are as follows: 

United States Supreme Court: Chief Justice, $20,500; eight 
Associate Justices, at $20,000 each. 

United States Circuit Court of Appeals: Forty judges, at 
$12,500 each. 

United States district courts: One hundred and fifty-one 
district judges, at $10,000 each. 

Court of Customs and Patent Appeals: Presiding judge and 
four associate judges, at $12,500 each. 

Customs Court: Presiding judge and eight judges, at 
$10,000. 

Court of Claims: Chief justice, at $12,500; four judges, at 
$12,500 each. 

Territorial courts—Hawaii: Chief justice, at $10,500; two 
associate justices, at $10,000 each. Four judges of circuit 
courts, at $7,500 each for the first circuit, and one judge 
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each for the second, third, fourth, and fifth circuits, at 
$7,000 each. 

The total salary of all these judges amounts to $2,494,000. 

Under the law a Federal judge may retire on full salary 
when he becomes 70 years of age after serving 10 years. 
April 1, 1933, there were 21 Federal judges retired on full 
pay and the total sum of their annual retirement salaries 
amounts to $236,000, which is $11,238 per year each on an 
average, 

Mr. Chairman, I am opposed to this retirement pay for 
Federal judges, and that law should be repealed. If such 
a public official who has a lifetime job, with no expense 
in getting the position, cannot save enough to live upon com- 
fortably after he retires, then the people of the United States 
should not be taxed because he has not laid aside enough 
to live upon. There is no more reason, in my judgment, for 
retiring a Federal judge upon a salary than there is of 
retiring any other American citizen who has contributed 
his time, money, and labor to pay these salaries. 

Under the present provisions of our Constitution, salaries 
of Federal judges cannot be reduced by taxation or other- 
wise, except those of district judges in Alaska, Puerto Rico, 
Hawaii, and judges of the Court of Claims, Customs Court, 
and Court of Customs and Patent Appeals. In order to 
permit a reduction in these salaries, on the 4th day of 
April, 1933, I introduced House Joint Resolution 144, which 
proposes an amendment to the Constitution of the United 
States, and, if adopted, the salaries of these Federal judges 
could be reduced the same as those of other Federal officials. 
The resolution is as follows: 

Resolved by the Senate and House of Representatives of the 
United States of America in Congress assembled (two thirds of 
each House concurring therein), That in lieu of section I, article 
III. of the Constitution of the United States of America the fol- 
lowing be proposed as an amendment to the 8 which 
shall be valid to all intents and purposes as a part of the Con- 
W e when ratified by the legislatures ry three fourths of the 


The judicial power of the United States shall be vested in one 


Congress may 
The judges, both of the 
Supreme and inferior Sg shall hold their offices during good 
behavior, and shall receive a compensation for their services, to be 
5 by law, and paid out of the Treasury of the United 

Mr. Chairman, when salaries are reduced, there should be 
no large salaries exempted, whether for Federal judges or any 
other officials. The laws of the United States should be so 
written that they will apply to all our citizens alike. This 
resolution should be passed by Congress and the Constitution 
of the United States amended so these salaries will be re- 
duced the same as other salaries. It is not right to take 
all pensions and compensations from so many of our dis- 
abled soldiers and not reduce the salaries of these judges, 
the same as other officials. 

Mr. Chairman, the cruelest piece of legislation enacted 
since I have been in Congress is the so-called “economy 
bill ”, or the bill that strikes so many of the disabled veterans 
and their dependents from the compensation rolls. Economy 
for whom? Instead of taking the small allowances from 
these soldiers, I prefer to take it from the big nontaxable 
bondholders who receive their allowances in the way of 
interest and upon which they pay no taxes. Ah, Mr. Chair- 
man, when the boys donned their khaki jackets in 1917 and 
1918 and left their jobs and their families for the World 
War, they were acclaimed by all, including the international 
bankers who reaped such a financial harvest from that war. 
We promised them then that the wounded and sick, their 
dependent widows, and little children would be cared for by 
a grateful people, and the people are grateful, but not the 
National Economy League which sponsored the bill and at 
whose behest it was enacted into law. The bill eliminates 
the allowances of a great majority of the Spanish-American 
veterans and the World War veterans, as well as their de- 
pendents. What have the boys done, Mr. Chairman, to 
cause this sort of treatment? It is more cruel and painful 
to them than an enemy bullet or a saber thrust. The letters 
that I receive from these soldiers and their wives would 
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cause tears to come to the eyes of any man. They will be 
cared for. We are not going to permit the children of these 
boys to starve. It will be a question for the local communi- 
ties to deal with, and I believe those who reaped such large 
financial benefits during the World War should pay taxes to 
help care for the sick and wounded. 

The farm bill, which recently passed the House, provides 
for a bond issue of $2,000,000,000, the town mortgage bill 
$2,000,000,000 more, and the public works bill provides for a 
bond issue of $3,000,000,000, making a total of $7,000,000,000 
of bonds bearing 4 percent interest. This will make $280,000,- 
000 per year that Congress will have to appropriate for the 
pockets of these nontaxable bondholders. The Government 
can take these small allowances from our soldiers and give it 
to these nontaxable bondholders, but not with my consent. 
If Congress would appropriate $280,000,000 per year and put 
it in a sinking fund, Treasury notes or currency could be 
issued and the total issue of $7,000,000,000 would be retired 
in 25 years. 

Mr. Chairman, another piece of legislation that we should 
enact, in my judgment, is the “ bonus ” bill, or the bill to pay 
the soldiers’ adjusted-service certificates. This has to be 
paid and now is a good time to pay it. This money would 
be placed in circulation in every nook and corner of the 
United States and a just debt be paid. It would not increase 
anybody’s taxes either to pay it. The Treasury Department 
can issue Treasury notes and pay the “ bonus”, or the Fed- 
eral Reserve Board can issue currency against these adjusted- 
service certificates. There is a motion now on the Speaker's 
desk to discharge the committee that has this “ bonus” bill 
in charge and bring the bill before the House for considera- 
tion. I have signed the motion and hope the bill will come 
before the House for consideration at this special session. 

Mr. Speaker, as the days go by and as the many pitiful 
letters come to my office from these wounded boys and their 
dependents, I feel that my vote against this so-called “ econ- 
omy bill ” is more justified than ever. I was against the bill 
then and I am against it now. - When the bill was enacted 
I feared that great injustices would be done many of our 
soldiers and for that reason opposed the bill. I am going to 
keep my promise to these boys. [Applause.] 

Mr. STEAGALL. Mr. Chairman, I desire to ask the 
gentleman from Maine if he desires to withdraw his amend- 
ment? 

Mr. BEEDY. Yes; I ask unanimous consent to withdraw 
the amendment, Mr. Chairman. We ought to pass on the 
bill in toto. 

The CHAIRMAN. Is there objection to the request of the 
gentleman from Maine? 

There was no objection. 

The Clerk read as follows: 

Sec. 2. In the event that any such insurance company shall be 
incorporated under the laws of any State which does not permit it 
to issue preferred stock, exempt from assessment or additional 
8 or if such laws permit such issue of preferred stock only 

by unanimous consent of stockholders, or upon notice of more 
than 20 days, the Reconstruction Finance Corporation is author- 
ized for the purposes of this act to purchase the legally issued 
notes, bonds, or debentures of such insurance company, which oy 
be subordinated in whole or in part or to any degree to claims of 
other creditors. 

With the following committee amendment: 

In line 10, after the word “issued”, insert the word “ capital ” 
and strike out the words “ notes, bonds, or debentures"; and in 
line 11, after the word “company”, insert the words “or to make 
loans secured by such notes as collateral.” 

Mr. STEAGALL. Mr. Chairman, there is a clerical error 
in the first part of the amendment. The committee amended 
the section by striking out the words “ bonds or debentures ” 
in lines 10 and 11, but the erasure of the word “notes” is a 
clerical error, and I ask unanimous consent that this cor- 
rection may be made. 

The CHAIRMAN. Without objection, the correction will 
be made. 

There was no objection. 

Mr. TRUAX. Mr. Chairman, much as I regret to so state, 
I am firmly of the opinion that this bill is a wolf in sheep’s 
clothing. 
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We were first told that this bill was for the purpose of 
Saving the life-insurance-policy holders of this country, a 
project toward which each one of us would be sympathetic. 

But the fact is that this $50,000,000 is to save practically 
four casualty companies that are nearly, if not quite, bank- 
rupt. The life-insurance companies, the gentleman from 
Maine says, and I agree with him, which number more than 
300 in this country, are not demanding loans nor are they 
seeking this legislation. The total combined assets of the 
300 life-insurance companies of this country is $20,000,000,- 
000, of which one quarter of those assets are held by two of 
the large companies, the Prudential and the Metropolitan. 

Why are the assets of the life-insurance companies sol- 
vent and sound? Simply because they have confined them- 
selves to legitimate investments, paying not more than 4, 
5, or 6 percent. The casualty companies have taken all 
sorts of risks, even including the hazardous business of in- 
suring bank deposits. 

So I say to you that the $50,000,000 is what might well 
be termed, as the illustrious predecessor of the man in the 
White House said, “a raid on the Federal Treasury.” 

I yield to no man in wanting to favor the life-insurance- 
policy holders of this country, but when it come to taking 
$50,000,000—-when we are making every effort to raise $220,- 
000,000 to finance the $3,300,000,000 public-works program— 
I say it is little short of criminal negligence on the part of 
the House to enact this bill just to help four or five casualty 
insurance companies in this country who have taken too 
great a risk in gambling too much and are practically in- 
solvent today, and cannot be saved by this $50,000,000 or 
another $50,000,000 added to it. 

At a time like this, when we are witnessing at the other 
end of the Capitol the richest banker in the world sitting 
calmly and serenely in that body and saying that he paid 
no income tax for 2 years, when $250,000,000 was deposited 
in his bank last year, who has money enough to lease three 
whole floors in the luxurious Carlton Hotel, when we are 
straining to devise new taxes, sales tax, and gasoline taxes in 
order to finance the public-works program, I say that we 
should call a halt. 

I agree with my friend from Texas when he said that this 
Morganism and Mellonism must come to a halt. 

The people of the country have voted for a new deal. I 
would like to see made a public statement from the Recon- 
struction Finance Corporation as to just how liquid the loans 
are that they have already made. Up until September last 
$213,000,000 was loaned to life-insurance companies of this 
country. What did they do with the money? The Union 
Central Life, of Cincinnati, Ohio, borrowed $16,000,000, and 
in the meantime sold out and confiscated the homes of thou- 
sands of farmers in the country. 

(Here the gavel fell.] 


The The question is on the committee 
amendment. 

The question was taken, and the committee amendment 
was agreed to 


The Clerk read as follows: 


Sec, 3. The Reconstruction Finance Corporation shall not sub- 
scribe for, purchase, or accept as collateral for a loan under this 
act any preferred stock, notes, bonds, or debentures of any ap- 
plicant insurance company (1) until the applicant shows to the 
satisfaction of the Corporation that it can furnish an amount of 
new capital equal to that for which application is made to the 
Corporation, (2) if at the time of such subscription, purchase, or 
acceptance any Officer, director, or employee of the applicant 18 
receiving total compensation in a sum in excess of $17,500 per 
annum from the applicant and/or any of its affiliates, and (3) 
unless at such time the applicant agrees to the satisfaction of the 
Corporation not to increase the compensation of any if its officers, 
directors, or employees, and not to retire any of its stock, notes, 
bonds, or debentures issued for capital p while any part of 
the preferred stock, notes, bonds, or debentures of such company 
is held by the Corporation. For the purposes of this section, the 
term “compensation ” includes any salary, fee, bonus, commission, 
or other payment, direct or indirect, in money or otherwise, for 
personal services. 


With the following committee amendments: 

Mr. STEAGALL rose. 

The CHAIRMAN. For what purpose does the gentleman 
rise? 
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Mr. STEAGALL. Before the Clerk reports the committee 
amendments, I rise to correct a clerical error. On page 4, in 
lines 14 and 15, the italicized words what appears reason- 
able to the Reconstruction Finance Corporation” should be 
stricken out and the words “$17,500 per annum from the 
applicant and/or any of its affiliates ” should stand. 

Mr. BLANTON. Then on page 4 the language “total 
compensation in a sum in excess of $17,500 per annum from 
the applicant and/or of any of its affiliates ” remains. 

Mr. STEAGALL. Yes. 

Mr. BLANTON. So that there will be a limitation of 
$17,500? 

Mr. STEAGALL. In that section; yes. 

Mr. BLANTON. But the gentleman expects to strike them 
out on the next page? 

Mr. STEAGALL. We will take that up when we get to 
them. 

The CHAIRMAN. Without objection, the proposed com- 
mittee amendment in lines 12 and 13 will be rejected. 

There was no objection. 

The CHAIRMAN. The Clerk will report the committee 
amendment. 

The Clerk read as follows: 

Page 3, beginning in line 15, strike out down to and including 
the word “ Corporation in line 21 and insert: 

“The Reconstruction Finance Corporation shall not subscribe 
for or purchase any preferred stock or capital notes of any appli- 
cant insurance company (1) until the applicant shows to the 
satisfaction of the Corporation that it has unimpaired capital 
stock or that it will furnish new capital which will be subordinate 
to the preferred stock or capital notes to be purchased by the 
Corporation equal to the amount of said preferred stock or capital 
notes so purchased by the Corporation: Provided, however, That 
the Corporation may lend upon said capital stock, common or 
preferred, or capital notes, if, in its opinion, it will be adequately 
secured by said stock or capital notes, and/or such other forms of 
security as the Corporation may require.” 

The CHAIRMAN. The question is on the committee 
amendment. 

The committee amendment was agreed to. 

The CHAIRMAN. The Clerk will report the next com- 
mittee amendment. 

The Clerk read as follows: 

Page 4, line 11, after the word “receiving”, insert “from the 
applicant and/or any of its affiliates.” 

The CHAIRMAN. The question is on the committee 
amendment. 

Mr. BLANTON rose. 

Mr. STEAGALL. Mr. Chairman, will the gentleman yield? 

Mr. BLANTON. Yes. 

Mr. STEAGALL. I ask unanimous consent that all debate 
upon this section and all amendments close in 15 minutes. 

Mr. BLANTON. Mr. Chairman, I should like to ask the 
chairman of the committee about the attempt of the com- 
mittee on page 5, line 5, to strike out the limit of $17,500. 
Is the chairman going to insist on that amendment? 

Mr. STEAGALL. Yes; that is the section in which the 
amendment was placed by the committee. 

Mr. BLANTON. And if I understand my friend from 
Alabama, he is in favor of making no limitation whatever 
upon these big salaries? 

Mr. STEAGALL. We will talk about that when we get to 
the question. 

Mr. BLANTON. I think we ought not only to leave this 
language in on page 4, but we ought to leave it in on page 5. 
Mr. BEEDY. Mr. Chairman, will the gentleman yield? 

Mr. BLANTON. What position does the gentleman take 
on that? Is hein favor of paying $200,000 per year to one 
insurance president? 

Mr. BEEDY. No; Iam not, and I could not do it if I were 
in favor of it. 

Mr. BLANTON. I refuse to yield further. 

Mr. BEEDY. If the gentleman wants some information, 
I should be glad to give it to him. 

Mr. BLANTON. I am in favor of using my own 5 min- 
utes. If the gentleman is in favor of continuing to pay 
$100,000 to the president of the Equitable Life Insurance Co. 
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and $200,000 to Mr. Eckert, thë president of the Metro- 
politan Life 

Mr. LUCE. Mr. Chairman, will the gentleman yield? 

Mr. BLANTON. No; I regret I have not the time. 

Mr. LUCE. Then, Mr. Chairman, I rise to a point of 
order. The gentleman is discussing a matter to be found 
in the following section, which has not yet been read. 

Mr. BLANTON. No; it is in this section. Mr. 
in this section there is a limitation of $17,500 on line 12. 

The CHAIRMAN. That is true; but that is not the 
amendment pending. The gentleman must speak to the 
pending amendment. 

Mr. BLANTON. Then, Mr. Chairman, I move that the 
Committee do now rise and report this bill back to the 
House with the recommendation that the enacting clause 
be stricken out. 

The CHAIRMAN. The Clerk will report the amendment. 

The Clerk read as follows: 

Mr. Braxrox moves that the Committee do now rise and report 
the bill back to the House with the recommendation that the 
enacting clause be stricken out. 

Mr. BLANTON. Mr. Chairman, my friend from Massa- 
chusetts [Mr. Luce] is one of the best parliamentarians in 
this House, and he knows sometimes how to take a man off 
the floor, but he has taught me how to keep the floor when 
I want it, and through my long association with him here 
I have learned from him how to keep him from taking me 
off the floor when I want to discuss some bad provision that 
his committee has brought in here in its bill for the House 
to pass. 

Mr. LUCE, Mr. Chairman, will the gentleman yield? 

Mr. BLANTON. No; I regret I have not the time. The 
gentleman tried to take me off the floor and I did not let 
him do it. If his constituents in Massachusetts, when mil- 
lions of men are without jobs, when soldier boys are having 
their compensation cut, when disabled Spanish-American 
veterans are having their compensation taken away from 
them, are in favor of this Congress providing for the sale 
of $50,000,000 of bonds so that the money can be loaned 
to insurance companies to pay salaries to their presidents 
of $125,000 a year, yes, of $200,000 a year, then they are not 
like my constituents. They are a different kind of people. 

Mr. LUCE. Is that a question? 

Mr. BLANTON. No. I was giving the gentleman some 
information about which he should pause and reflect. 

Mr. LUCE. Ido not want to pause now. 

Mr. BLANTON. I am giving some information to the 
great Committee on Banking and Currency, and it is a 
great committee and the chairman of it is one of my best 
friends, and the distinguished ranking minority member 
{Mr. Luce] knows, is one of my good friends, and I would 
do anything in the world for him; and the distinguished 
gentleman from Maine [Mr. Beeny] is one of my good 
friends, and I would do much for him, but I am informing 
this committee that they cannot pass this kind of law over 
on the people of the country, to continue these salaries of 
$200,000 a year. [Applause.] We ought to kill this bill 
right here. [Applause.] We ought to stop it. [Applause.] 
If you boys will stay with us and vote, we will knock it out 
and stop it here. [Applause.] 

Mr. STEAGALL. Will the gentleman yield? 

Mr. BLANTON. I yield. 

Mr. STEAGALL. The gentleman understands that the 
section under consideration at this time is section 3. In 
section 3 haye we not incorporated a limitation on the 
salaries? 

Mr. BLANTON. But in section 4—— 

Mr. STEAGALL. We have not reached that yet. 

Mr, BLANTON. But you are proposing to leave it wide 
open, and I have no confidence in the Reconstruction 
Finance Corporation reducing these big salaries. [Ap- 
plause. ` 

Mr. STEAGALL. But I am asking the gentleman if he 
will not wait until we get to section 4 and deal with that 
proposition then as the gentleman sees fit, and permit the 
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Committee to pass on it. It is for this Committee to decide 
whether or not we will leave it in. 

Mr. WEIDEMAN. Will the gentleman give us time on 
that? 

Mr. STEAGALL. Certainly. 

Mr. BLANTON. Since I have kept the gentleman from 
Massachusetts [Mr. Luce] from taking me off the floor, and 
since I have had a right to express my opinion about these 
big salaries, I am now going to ask unanimous consent to 
withdraw my motion to strike out the enacting clause, tempo- 
rarily, until we find out what the gentleman from Alabama 
(Mr. SreacaLL] does with the limitation in the next section. 
If that limitation is stricken from the bill, I shall renew 
this motion to strike out the enacting clause. I ask unani- 
mous consent to withdraw the motion at this time. 

The CHAIRMAN. The gentleman cannot place any re- 
strictions on the withdrawal of the motion, so far as the 
Chair is concerned. 

Mr. BLANTON. I ask unanimous consent to temporarily 
withdraw the motion. 

Mr. GOSS. Mr. Chairman, I object. 

Mr. BLANTON. All right. Let us vote to kill the bill 
right now by striking out its enacting clause. 

Mr. STEAGALL. Mr. Chairman, I do not care to debate 
the matter. The gentleman has stated that we can deal 
with it in section 4. 

Mr. McFARLANE. Mr. Chairman, regular order. 

The CHAIRMAN. The question is on the motion of the 
gentleman from Texas [Mr. BLANTON]. 

The question was taken; and on a division (demanded by 
Mr. STEAGALL) there were ayes 74 and noes 94. 

Mr. BLANTON. Mr. Chairman, I ask for tellers. 

Tellers were ordered, and the Chair appointed Mr. STEA- 
GALL and Mr. BLANTON to act as tellers. 

The Committee again divided; and the tellers reported 
there were ayes 91 and noes 94. 

So the motion was rejected. 

Mr. HANCOCK of North Carolina. Mr. Chairman, I ask 
unanimous consent to return to page 4, line 1, to insert the 
amendment referred to this morning, and which I undertook 
to present a few minutes ago when the chairman rose to 
offer a committee amendment. 

The CHAIRMAN. Is there objection to the request of the 
gentleman from North Carolina [Mr. Hancock]? 

There was no objection. 

The Clerk read as follows: 

Amendment offered by Mr. Hancock of North Carolina: On page 
4, line 1, after the word “new”, insert the word “cash.” 

Mr. HANCOCK of North Carolina. Mr. Chairman, before 
discussing the merits which I believe this amendment holds 
I wish to call to the attention of the House, and especially to 
those who appear so zealous regarding the placement of a 
limitation upon the salaries to be paid officers who serve 
the institutions now borrowing or which may hereafter bor- 
row from the Reconstruction Finance Corporation, that you 
were about to kill your own opportunity. If the motion of 
the distinguished gentleman from Texas [Mr. BLANTON] had 
carried, it would have defeated the exact purpose which 
prompted the gentleman to present it. 

Mr. Chairman, my amendment calls for the substitution of 
but one word. By reference to page 4, line 1, of the bill, I 
am suggesting that between the words “ new ” and “ capital” 
the word “ cash” be inserted. If this is done, the applicant 
companies will be required to furnish an equal amount of 
cash capital to that which they may receive from the Cor- 
poration. Since we are extending the privileges of the 
Corporation beyond its original scope and intent, it is my 
judgment that this requirement is entirely reasonable and 
consistent with the best principle involved in this legislation. 
It is inconceivable to me that these companies could face 
the Corporation in good faith to secure a loan before their 
private stockholders had used their own funds toward the 
rehabilitation of their companies. If this amendment is not 
adopted, I am convinced that the majority of the applicant 
companies will place the entire burden of new cash capital 
upon the Government and in no wise further involve them- 
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selves in the liabilities of their companies. The old axiom 
that “he who would be helped must first help himself” 
seems to me should apply here with full force. I recognize 
that meeting the requirements which this amendment will 
necessitate will make it more difficult to carry out the re- 
organizations which are proposed to be undertaken by those 
interested. At the same time, where a general partnership 
exists it is understood that each partner contributes an equal 
part of capital. Then, too, it should be remembered that if 
this legislation is justified it can be only on the basis that 
the rehabilitation of these companies will inure to the 
public welfare. 

If the applicant companies are required to first make 
up their own part of the new capital in cash, certainly such 
contribution of funds will inure to the benefit of the credi- 
tors who have a first and prior lien. Each creditor will 
benefit in the ratio of his individual claim to the total 
amount of new capital supplied. All of us know that some 
of these companies, because of no fault of their own, are 
today unable to meet their claims. In other words, they 
have outstanding unadjusted losses and cancelations which 
they are unable to make good with returned premiums. My 
understanding is that these companies will first undertake 
solvency by the conversion of these claims against them into 
an issue of preferred stock junior to that offered to the 
Reconstruction Corporation. The Corporation will then get 
a prior claim on the assets. It will not be in the form of a 
secured loan, but in the form of a prior stock. Through 
this plan the Corporation simply occupies a prior position 
to other stockholders, and at the same time frees the 
pledged assets so as to.make the companies liquid. In other 
words, the Reconstruction Corporation, through this process, 
would turn loose good assets for a doubtful investment. Is 
that sound business practice? Without my amendment it is 
probable that the Corporation would do what neither you 
nor I nor any well-managed business institution would do. 
You well know that if you had a note of mine adequately 
secured you would not think for a minute of releasing the 
security and just retaining the plain note. 

To illustrate again, suppose you had the note of a corpo- 
ration, well secured, and the corporation needed the security 
with which to operate its business and came to you and 
asked you to exchange the secured obligation which you held 
and accept in lieu thereof the same amount in preferred 
stock? In the ordinary course of business no man would 
last long financially who engaged in transactions of that 
kind. He would soon be a candidate by his own nomination 
for the asylum. 

Mr. O’MALLEY. Mr. Chairman, will the gentleman yield? 

Mr. HANCOCK of North Carolina. I yield. 

Mr. O'MALLEY. Does the gentleman believe there is 
any justification at all in taking money away from the 
veterans and kicking them out in the street, and then bring- 
ing in a bill which would give $50,000,000 to insurance com- 
panies that made some bum” guesses? 

Mr. HANCOCK of North Carolina. Why, certainly, I do 
not. But I do not consider that you have stated the facts 
correctly. I remind you again of my reference this morn- 
ing to the rules and regulations of the Corporation with re- 
spect to aiding closed banks in reopening. I am a great 
believer in equal privileges to all, and in my own mind I am 
satisfied that unless this amendment is adopted and becomes 
a part of the act the insurance companies will receive spe- 
cial privileges and be accorded easier treatment than will 
our banks. 

My distinguished friend from Wisconsin [Mr. REILLY], in 
addressing Mr. Berepy awhile ago, asked if there was any 
difference as regards the solvency of a borrowing company 
if it wipes out a portion of its liability by preferred stock 
instead of securing cash. I admit that in a sense there is 
no difference, but that is not the proposition which is before 
us. Surely no one here believes that the Reconstruction 
Corporation should be asked to contribute a sufficient 
amount of money to bring the assets of these companies 
up to the level of their liabilities. We are asked to assume 
that no company would apply for capital unless its assets 
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did equal its liabilities. In the case of banks this is re- 
quired, and the Corporation goes so far as to require that 
the bank shall not have outstanding one penny of debts 
beyond its deposit liabilities. I think it fair to state that 
the goodwill of some of the companies which are likely to 
be assisted if this measure becomes a law has a real, tan- 
gible value well worth preserving and saving. Personally, 
however, I attach very small importance to the suggestions 
made here today regarding certain insurance business going 
to foreign countries. You cannot make me believe that 
America is without adequate insurance companies as well 
fortified in their reserves as any companies which may be 
found on the face of the globe. 

Please understand that if I did not feel that this amend- 
ment was constructive and designed for the public good I 
would not propose it. Personally, I hold a very friendly in- 
terest toward insurance companies, having been in former 
years engaged in writing all kinds of contracts. Here, how- 
eyer, we cannot, under any circumstances, weigh these mat- 
ters on friendly scales or permit our sentiments to control 
our better judgment. If this amendment is adopted, as I am 
confident it will be, I believe the bill would be greatly im- 
proved and will satisfy the misgivings of many Members 
regarding its soundness. I also feel that many worthy in- 
stitutions will be able, through the assistance of the Govern- 
ment to rehabilitate their capital and thereby meet its obli- 
gations to the individuals. The mere fact that they can 
show to the public that their new set-up was sound enough 
to invite Government participation will go a long way in 
restoring the confidences of the people generally in our 
American companies. Through this legislation, with this 
and other desirable amendments, it is possible to bring about 
this worthy accomplishment more quickly and with less cost 
than any other plan yet suggested during this emergency. 
All of us realize that extraordinary conditions such as we 
face today call for extraordinary legislation. 

[Here the gavel fell.] 

The CHAIRMAN. The question is on the amendment of 
the gentleman from North Carolina to the committee 
amendment. 

The amendment to the committee amendment was agreed to. 

The CHAIRMAN. The question is on the committee 
amendment. 

The committee amendment was agreed to. 

The Clerk read as follows: 

Sec. 4. The Reconstruction Finance Corporation shall not make, 
renew, or extend any loan under the Reconstruction Finance Cor- 
poration Act, as amended, or under the Emergency Relief and 
Construction Act of 1932, (1) if at the time of making, renewing, 
or extending such loan any officer, director, or employee of the 
applicant is receiving compensation at a rate in excess of $17,500 
per annum, and (2) unless at such time the applicant agrees to 
the satisfaction of the Corporation not to increase the compensa- 
tion of any of its officers, directors, or employees to any amount in 
excess of $17,500 per annum while such loan is outstanding and 
unpaid. For the purposes of this section the term “ compensa- 
tion” includes any salary, fee, bonus, commission, or other pay- 
aR direct or indirect, in money or otherwise for personal 


With the following committee amendment: 

On page 5, line 5, strike out “$17,500 per annum” and insert 
“what appears reasonable to the Reconstruction Finance Cor- 
poration.” 

Mr. BLANTON. Mr. Chairman, I rise in opposition to 
the committee amendment. Will not the gentleman from 
Alabama agree to waive this committee amendment and 
leave the $17,500 in the bill as the maximum salaries these 
insurance companies may pay their officials? He will secure 
a great many more votes for his bill if he will. 

Mr. STEAGALL. I may say to the gentleman that I can- 
not agree to change this bill as it was reported to the com- 
mittee. I am but the servant of the committee and I am 
standing by its action and defending it. 

Mr. BLANTON. As this bill was introduced in the Sen- 
ate it carried a maximum limitation of $17,500 on such 
Salaries, and that language was stricken out in the House 
committee. 
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Mr. GOLDSBOROUGH. The change was made by a very 
close vote in the committee, and the chairman is not at 
liberty to reveal who voted for it and who voted against it. 

Mr. BLANTON. What I am wondering about is why it 
was changed. 

Mr. STEAGALL. If the gentleman will permit, I shall be 
glad to tell him. 

Mr. GOLDSBOROUGH. 
with that limitation in it. 

Mr. BLANTON. The bill came from the Senate with this 
limitation in it. It so appealed to Senators that even they 
saw fit to put a limitation in here of $17,500, yet the House, 
which is supposed to look after the interests of the common 
people of America, are striking out this limitation so as to 
continue the payment of these $200,000 salaries. 

Now, if the Reconstruction Finance Corporation will pay 
great, big, outrageous salaries to its own employees, which 
it is doing right now, it certainly will approve of paying big 
salaries to the officers of incorporated insurance companies. 

Mr. STEAGALL. Will the gentleman now let me answer 
his question? 

Mr. BLANTON. Yes. 

Mr. STEAGALL. I may say to the gentleman that a 
Texan is in charge of the Reconstruction Finance Corpo- 
ration, and the gentleman should be more kindly in his 
reference to it. 

Mr. BLANTON. Texas is the biggest State the gentleman 
ever saw. 

Mr. STEAGALL. I agree with the gentleman. 

Mr. BLANTON. And there are so many men down there 
that they do not always agree, especially as to what shall 
be a maximum salary. 

Mr. STEAGALL. Lots of them, including my friend. 

Mr. BLANTON. Yes. 

Mr. STEAGALL. Let me say this to the gentleman: This 
bill had only two sections as it was introduced in the 
House. 

In the Senate it was amended and one of the amendments 
put on in the Senate was a salary limitation. 

Mr. BLANTON. Here is what I want to impress on my 
friend from Alabama. The gentleman saw this committee 
a while ago come within three votes of striking out the 
enacting clause of this bill. Does the gentleman know why 
we did not get quite enough votes to strike it out? There 
were some Members here who thought the gentleman was 
going to let this limitation on salaries remain in the bill. 
If the gentleman does not do it, I hope that we will find 
three more Members on this floor who will help strike out 
the enacting clause. If the gentleman will allow this limita- 
tion to stay in the bill he may pass his bill. I doubt if he 


The bill came from the Senate 


passes it without some restriction in the bill on these sal- ' 


aries. 

Mr. GREEN. Oh, we want the whole insurance section 
stricken out of the bill. 

Mr. STEABALL. This is the situation: This amendment 
fixing a limitation upon salaries to be paid by borrowing 
institutions was incorporated in the bill by the Senate. 

Mr. BLANTON. Yes; and it ought to stay in the bill. 

Mr. STEAGALL. And the limitation was placed at 
$17.500. The House amended that provision at the first 
place where it was applicable so as to say that the Recon- 
struction Finance Corporation officials should determine 
whether or not a salary was in excess of a reasonable sum. 

Mr. BLANTON. The limitation is in section 3, and now 
we want to vote down the committee amendment as to this 
section, so that this proper limitation on big salaries may 
stay in section 4, 

(Here the gavel fell.] 

Mr. STEAGALL, Mr. Chairman, the Senate amended the 
original bill by fixing a salary limitation of $17,500 for off- 
cials of insurance companies obtaining loans and as to 
officials of all institutions renewing loans. The Committee on 

and Currency was of the opinion that as to new 
loans or purchases made by the Corporation it was all right 
to fix a salary limitation of $17,500 as to officials in borrow- 
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ing institutions. But in section 4 we are dealing with the 
matter of salaries in institutions that have already borrowed 
and are in debt to the Corporation under contracts already 
in existence. They were entered into under the original law 
that contained no limitation of salaries paid officials of bor- 
rowing institutions. So the committee thought that in the 
first instance where new loans are to be made, a salary 
limitation as to officials should be included, but we thought 
that as to borrowing institutions that are already indebted 
to the Corporation, it would be in moral effect interference 
with an existing contractual relationship if we attempted to 
disturb the status that existed at the time the original loans 
were made. So it was provided that as to extensions of 
existing loans, the Corporation officials would determine 
whether or not salaries paid to officials in a borrowing insti- 
tution were in excess of a reasonable sum. 

This is all there is to this matter, and it is for the Com- 
mittee to decide whether they think this limitation saying 
that what sum is reasonable for salaries should be passed 
upon by the Corporation officials or whether we should re- 
store the limitation of $17,500, or any other sum that the 
Committee may see fit. The matter is left for decision by 
the Members of this Committee of the Whole House. 

Mr. BLANTON. Will the gentleman yield? 

Mr. STEAGALL. Yes. 

Mr. BLANTON. Then, the gentleman’s position is that 
where we have already loaned to insurance companies large 
sums of money, that are paying $200,000 salaries to their 
presidents, if they want some more money the gentleman 
is perfectly willing for them to come back and get $50,000,000 
more without putting any limitation whatever on the salaries 
paid. 

Mr. STEAGALL. No; quite the contrary. The specific 
limitation applies to new loans, but it does not apply to 
existing loans or the renewal of existing loans. 

Mr. BLANTON. I think we ought to vote down this com- 
mittee amendment, and I do not think the gentleman will 
cbject very much. 

Mr. STEAGALL. I cannot agree with the gentleman 
about that. 

[Here the gavel fell.] 

Mr. McFARLANE. Mr, Chairman, I rise in opposition to 
the committee amendment and call your attention to the 
first section of the bill, which states the emergency under 
which we are considering this legislation. 

In this connection I want to read you a statement of the 
Chairman of the Reconstruction Finance Corporation ap- 
pearing in the Wichita Falls Record News of May 22. This 
is a statement by Mr. Jones, of the Reconstruction Finance 
Corporation. The article is headed “Extreme Crisis Is 
Passed ”, and is as follows: 

“Reports to Washington from the loan agencies throughout 
the country”, Jones said, “substantiate both of these conclu- 
sions, a clear indication that the period of extreme gravity is 
behind us.” 

Therefore, the preamble of the bill stating that it is an 
existing emergency under which we are supposed to con- 
sider this legislation, is not in fact recognized by those who 
are to administer this act under the provisions of the bill. 

The gentleman from New York [Mr. O’Connor] yesterday 
placed in the Recorp the names of two insurance companies 
who with their affiliates seem to be in great distress and 
want help under the provisions of this bill. 

I have in my hand here a photostatic copy of the finan- 
cial report, showing the financial status of those com- 
panies. 

The Globe & Rutgers Fire Insurance Co. report shows 
that the capital stock is $7,000,000. In the statement they 
say that the salaries, rents, and so forth, the company paid 
in 1931 were $2,619,166. 

I am wondering how much was paid to the president and 
the higher officials of the company. The Internal Revenue 
Department has the information, but they have refused to 
give it to Members of Congress, yet we are sitting here 
trying to pass legislation without this necessary infor- 
mation. 
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Mr. O’MALLEY. Will the gentleman yield? 

Mr. McFARLANE. I will yield to the gentleman. 

Mr. O’MALLEY. Does the gentleman say that this com- 
pany with $7,000,000 capital paid $2,600,000 in salaries? 

Mr. McFARLANE. Yes; last year. 

Now, the National Surety Co. reports a capital stock of 
$15,000,000. 

Mr. GREEN. Will the gentleman yield? 

Mr. McFARLANE. I yield. 

Mr, GREEN. I should like to ask the gentleman if that 
company borrowed money from the Reconstruction Finance 
Corporation? 

Mr. McFARLANE. Yes; the National Surety Co. men- 
tioned yesterday by the gentleman from New York [Mr. 
O’Connor] borrowed $400,000 in January 1933, according 
to the report filed March 1, 1933, with the Banking and 
Currency Committee by the Reconstruction Finance Cor- 
poration. 

Now, quoting from the report of the National Surety Co., 
as I say, the capital stock was $15,000,000. In 1931 they 
paid for salaries, rents, administration expenses, and so 
forth, $3,507,993. 

Now, the Senate put a provision in this bill limiting the 
salaries paid to officials to $17,500. 

Mr. BLANTON. If we vote down both committee amend- 
ments we will limit the salaries to $17,500. 

Mr. McFARLANE. I have an amendment prepared here 
that I think we should adopt in any event, limiting the 
salaries under which all officers coming to the Reconstruc- 
tion Finance Corporation to secure a loan shall be lim- 
ited. 

Mr. BLANTON. We can do it by voting down the com- 
mittee amendments. 

Mr. McFARLANE. Yes; we want to vote down the com- 
mittee amendments, and then strike out sections 1, 2, and 3 
of the bill. 

Mr. GREEN. I hope we will fix it so that we will knock 
out the insurance feature. 

Here the gavel fell. 

Mr. WOLCOTT. Mr. Chairman, I think in our desire to 
economize that we have probably lost sight of the effect 
that the amendment will have to write back into this bill 
this limitation upon the salaries to be paid to officers of 
corporations seeking aid from the Reconstruction Finance 
Corporation. I hold no brief whatever for the president 
or the executive of any bank or insurance company receiv- 
ing $100,000 a year salary. I believe that what constitutes 
a fair salary should be left to the discretion of the Recon- 
struction Finance Corporation. I do not think this House 
should limit the amount to be paid. To do so would destroy 
the effectiveness of the Reconstruction Finance Corpora- 
tion immediately. So it is logical to leave to the Reconstruc- 
tion Finance Corporation, within its discretion, this question 
of what they consider a reasonable amount. Let me give 
you something of the history of this affair. This matter 
was brought up in committee. We had Jesse Jones, the 
chairman of the Reconstruction Finance Corporation, be- 
fore our committee, and we asked him to make a recom- 
mendation. He made the recommendation, and his recom- 
mendation was that this salary should not be in excess 
of what might appear to be reasonable to the President 
of the United States. Some of us did not believe that 
we should further delegate legislative powers to the Exec- 
utive, and we objected strenuously to that. I remember 
one question which was put to Mr. Jones. One of the mem- 
bers of the committee was astounded that the President 
should ask for that authority. He said: 


Mr. Jones, do you mean to say that the President of the United 
States wants authority to regulate the salaries paid by borrowers 
from the Reconstruction Finance Corporation? 


And he replied: 

Gentlemen of the committee, I would not ask for that if I had 
not conferred with the President. 

The President, therefore, wanted the authority himself to 
set these salaries. We did not think that we should dele- 
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gate that power to the President, and as a compromise we 
agreed that the Reconstruction Finance Corporation should 
set the salaries. 

Mr. MAY. Mr. Chairman, will the gentleman yield? 

Mr. WOLCOTT. Yes. 

Mr. MAY. Does the gentleman mean to say by his argu- 
ment that he would decline to grant that authority to the 
President of the United States and at the same time grant 
it to the Reconstruction Finance Corporation? 

Mr. WOLCOTT. Yes; because we feel that the Chief 
Executive of this Nation should not be bothered with these 
details, 

Mr. ROGERS of Oklahoma. And the gentleman says 
that the President wants that? 

Mr. WOLCOTT. He wants this authority to set these 
salaries, either in himself or in the Reconstruction Finance 
Corporation. I am glad of every opportunity I can to go 
along with the President of the United States in worth- 
while legislation. If you men over there are as zealous as I 
am over here in my desire to go along with him on worth- 
while legislation, you will vote to retain this amendment. 

Mr. McFARLANE. Did the gentleman get this informa- 
tion direct from the President that he wants this authority? 

Mr. WOLCOTT. We got it through Mr. Jones who said 
that the President wanted it and he conferred with the 
President before asking for it. So if you want to vote with 
the President of the United States you vote to accept the 
committee amendment. If you do not want to vote with 
the President of the United States, vote to eliminate it. 


HIGH OFFICIALS OF BANKRUPT CORPORATIONS ASKING GOVERNMENT AID 
SHOULD NOT GET $200,000 SALARIES 


Mr. WEIDEMAN. Mr. Chairman, I happen to be a new 
Member, and I want to speak to the new Members. You men 
know that when you were sent down here by the people to 
Congress you were sent here by the common people and not 
by the bankers—that is, the great majority of you. That is 
why you are here. I see some of my colleagues from Michi- 
gan. I have heard most of you speak before election and 
you all said that you would come down here and defend 
the rights of the people; that you would legislate in their 
behalf; and now my good friend from Michigan [Mr. WoL- 
corr] wants to ask Jesse Jones, the head of the bankers, 
what salary we are going to fix as the pay for these men 
who are at the head of corporations asking Government aid. 
If you go back to our State and say that you voted in favor 
of continuing salaries of $200,000 to insurance officials and 
railroad officials and all other officials, while your folks are 
back there starving, you will not be back here to vote again 
in another Congress. They sent you down here to legislate. 
They did not send you down here from Michigan to have 
Mr. Jones and Mr. Morgan or any of the other bankers 
tell you what to do. That is the trouble. The bankers have 
been legislating for years. I propose to use my own discre- 
tion. I am responsible. Whether I come back or not is my 
funeral and not Mr. Jones’. [Applause.] 

BANKERS CRY ON J. P. MORGAN’S SHOULDER 

Think of the audacity of Mr. Morgan going before a com- 
mittee and saying that he did not make any money, while 
at this very minute he is maintaining three complete floors 
in the Carlton Hotel, with private cooks and valets, so that 
his stomach will not be upset by this investigation they are 
having over there. I say that you are the direct representa- 
tives of the people. We do not have to go to Jesse Jones 
or anybody else for a recommendation. Members of Con- 
gress are individually responsible for their vote. If a com- 
pany is in such position that it has to borrow millions of 
dollars to keep going, it has no business to pay its officials 
$200,000 a year salary. We have a Vice President of the 
United States who is devoting every minute of the day to 
the welfare of the country, to keep it from bankruptcy, and 
he gets only $15,000 a year. Of course, if you want to vote 
to continue this $200,000 a year salary, do it, and I hope 
that we will have a roll call on this bill. [Applause.] 

With the consent of the House, I am offering the follow- 
ing information concerning salaries paid to high officials in 
corporations. The following salaries are just a few, and 
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the same rate of salaries are paid in all the big corporations 
in this country. 

Here are the salaries of executives of five leading com- 
panies: 
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The President of the Missouri Pacific Railroad, which 
borrowed over $27,000,000 from the Reconstruction Finance 
Corporation, was drawing a salary of $85,416 from the com- 
pany until it was cut to $40,000 by a Federal judge just this 
month. At the same time the vice president was cut from 
$40,000 to $19,000 per year. 

In addition to President Baldwin’s salary of $80,000 from 
the Missouri Pacific, he was drawing $12,700 a year as chair- 
man of the board of the Denver & Rio Grande Railroad and 
$6,000 a year as President of the Missouri Transportation 
Co., making his yearly salary in excess of $100,000 a year. 
And President Baldwin is not the exception among big cor- 
poration executives. 

I know that the common people of this country, who are 
demanding a minimum wage of $15 per week, will cry over 
the sad plight of these corporations. 

Section 4 of Senate bill 1094 provides that no corporation 
seeking aid from the Government shall pay its officials over 
$17,500 per year. Our House committee now recommends 
that this be amended, and to allow the Reconstruction 
Finance Corporation to fix their salaries. This is wrong. 
Corporations claiming Government aid and loans of large 
sums of money have no business paying their officials these 
exorbitant salaries. It was these same corporation officials 
who were demanding “ economy ” and who forced the Gov- 
ernment employee to take a 15-percent cut on his small 
salary, and who forced the unconscionable cuts on war vet- 
erans, who now cry out against cutting their unearned large 
salaries. And lo and behold, in the very Halls of Congress 
this afternoon, we have heard Members of Congress take up 
their wail and join them in their weeping. 

LARGE SALARIES MAKE HIGH RATES 

In paying these large salaries to themselves these officials 
raise your rates of insurance, make your railroad fares 
higher, and increase the cost of goods they manufacture, if 
they are in the manufacturing business, and deprive stock- 
holders of dividends. 

Mr. HOLLISTER. Mr. Chairman, I rise in opposition to 
the pro forma amendment. 

Mr. Chairman, I think there is a great deal of uncertainty 
over this particular aspect of the question which we are 
considering now. 

There are entirely two different classes of borrowers from 
the Reconstruction Finance Corporation, or perhaps I should 
say two classes of those who are taking advantage of the 
facilities of the Reconstruction Finance Corporation. Our 
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first step in the Reconstruction Finance Corporation was to 
make loans to banks, insurance companies,.and railroads. 
It was only recently that we got into the business of bolster- 
ing up the capital structure, first of banks and then of 
insurance companies, through assistance from the Recon- 
struction Finance Corporation resources. 

There is quite a difference in a company coming to the 
Reconstruction Finance Corporation and asking for money 
to bolster up its capital structure, in other words, to put 
money behind the company so that it may go ahead with 
business, and the original idea of the Reconstruction Fi- 
nance Corporation, which was to act as a bank, because of 
the fact that banking facilities in the country had broken 
down. Are we quite keeping faith with the borrowers from 
the Reconstruction Finance Corporation who have found it 
impossible to pay immediately the sums they have bor- 
Towed? Are we keeping faith with them when they have 
treated this as a bank, to ask that the Reconstruction Fi- 
nance Corporation do more than any good banker would 
do under the circumstances? A good banker, when a bor- 
rower comes in to borrow, says to the borrower, “ Your over- 
head is too much. Your salaries are too high. You must 
cut your operating costs so much.” 

Gentlemen, you cannot consider every corporation under 
one rule of thumb. You cannot say that one corporation 
which may be a small one in some country district should 
be treated the same as one of our great railroad corporations 
which has ramifications all over the country. Is it not bet- 
ter to leave it to the Reconstruction Finance Corporation as 
a good banker to handle this in the way a good banker 
would handle his borrowers? Let them say, We will decide 
what the salaries shall be and what the overhead shall be”, 
instead of trying to make a rule of thumb. Why should we 
pick $17,500 instead of $2,500 or $5,000, or some other figure? 
Is it not better to let the organization in charge of the 
matter settle each case as it comes up? 

Mr. McFARLANE. Will the gentleman yield? 

Mr. HOLLISTER. I yield. 

Mr. McFARLANE. How does the gentleman reconcile that 
line of thought with the proposition of the record made in 
the past, when we know they have used such bum judgment 
in the past in passing on loans? 

Mr. HOLLISTER. Ido not know what particular loan the 
gentleman is referring to. 

Mr. McFARLANE. Well, the Missouri-Pacific loan and 
the Dawes loan. I could name a dozen others. 

Mr. HOLLISTER. Does the gentleman know how much 
of the Dawes loan has been repaid? 

Mr. McFARLANE. Some gentlemen said about $30,- 
000,000; but I know how much was loaned, and I know there 
is about twenty-five or thirty million dollars lost in connec- 
tion with that loan. Will the gentleman deny that? 

Mr. HOLLISTER. I deny that absolutely. 

Mr. BLANTON. Will the gentleman yield? 

Mr. HOLLISTER. I yield to the gentleman. 

Mr. BLANTON. The gentleman asks, Why should we limit 
salaries to a maximum of $17,500?—intimating that it is an 
arbitrary maximum. That is approximately the salary that 
a distinguished Justice of the Supreme Court of the United 
States receives. It is approximately the salary which the 
distinguished Minister of this country to the renowned Court 
of St. James’s receives. 

Mr. HOLLISTER. Allow me to answer the gentleman in 
this way, that the Government has never properly paid its 
best employees. 

Mr. BLANTON. It is approximately the salary which a 
Cabinet officer of the United States Government receives. 
We fixed it according to the salary which the very best talent 
we could get in the Nation receives. We get the best talent 
for Cabinet officers, the Ambassadors, and Justices of the 
Supreme Court of the United States, do we not? 

Mr. HOLLISTER. Permit me to say in answer to the 
gentleman that salaries are fixed by the law of supply and 
demand. The gentleman may object and others may object 
to salaries of more than $17,500 being paid. They are paid, 
however, and it is true that in order to be able to get proper 
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men to operate some of the great organizations in this coun- 
try, greater salaries than that must be paid, and if we are 
not able to continue those salaries we will be in the position 
of having Reconstruction Finance Corporation money in- 
vested in corporations which are losing their best men so 
that second-rate men may be going ahead trying to operate 
these corporations. 

Mr. BLANTON. The gentleman says that salaries are 
fixed by the law of supply and demand. Supply and de- 
mand is what they demand, and what we supply, when they 
demand that we supply them with public money to pay their 
presidents a salary of $200,000 per year. 

The CHAIRMAN. The time of the gentleman from Ohio 
(Mr. HOLLISTER] has expired. 

Mr. KELLER. Mr. Chairman, I have a substitute amend- 
ment on the Clerk’s desk which I ask be read. 

The Clerk read as follows: 

Amendment offered by Mr. KELLER: Page 5, line 5, after the 
word “of”, strike out the erasure lines and restore $17,500 per 
annum”; and strike out all of line 6 and the word “ Corporation ” 
in line 7; and in line 10 strike out the erasure lines and restore 
* $17,500"; and strike out the words in italics in lines 10 and 11. 

The CHAIRMAN. The Chair will recognize the gentle- 
man, but the amendment offered by the gentleman is not a 
substitute, because it attempts to strike out something that 
has not been adopted. That language is now in the bill and 
the committee amendment seeks to strike it out. That 
amendment is pending now. 

Mr. KELLER. Then I understand a vote “aye” is to 
strike out “$17,500”? 

The CHAIRMAN. It is already in the bill. That is what 
the committee amendment seeks to do. 

Mr. BLANTON. So we want to vote down the committee 
amendment. 

Mr. KELLER. I desire to be recognized, Mr. Chairman. 

The CHAIRMAN. The gentleman from Illinois is recog- 
nized for 5 minutes. 

Mr. KELLER. Mr. Chairman, a few minutes ago I voted 
not to strike out the enacting clause for this special reason: 
In section 4 of this bill we have an opportunity to get exactly 
what the Progressives, as we call ourselves sometimes, want; 
that is, a real, straight vote on whether we are going to cut 
out this salary abuse or not. Iam for cutting out the salary 
abuse. I believe this House is for it. The truth of the mat- 
ter is it has been one of the disgraces of the business of our 
country, and of our income-tax department and our income- 
tax laws that have permitted and are now permitting men to 
draw salaries of even 20 times what the President of the 
United States is getting. 

All of you who have followed these matters know that 
this is true. It is time we called a halt on it, for when 
great corporations come here and say that they do not make 
anything for the actual reason that they paid out these 
amounts of money in salaries and bonuses we ought to 
waken to the fact that that is the sore spot. We ought to 
strike at the heart of this abuse. We should fix the maxi- 
mum salary at $17,500. Better men, abler men than those 
who are getting a million or more a year in salaries and 
bonuses and other robberies of the business they control 
are working around these same greedy pigs for a small part 
often of the $17,500 we propose here. These outrageous 
premiums are not paid because of ability or character or 
service, but because of their unfair control of the stock of 
their companies. Then when these people come down here 
to get the renewals of their loans from the Reconstruction 
Finance Corporation the Board will be compelled to say, if 
their officers are receiving more than $17,500 per annum, 
that if the company wants to get its loan renewed the com- 
pany officers and directors must reduce their salaries to not 
exceed this amount. 

The bill before us is to be a part of Reconstruction 
Finance Corporation law. 

Now, I desire to ask a series of questions of the chair- 
man of this Banking and Currency Committee. 

My recollection is that the Reconstruction Finance Cor- 
poration is simply a revamping of the War Finance Corpo- 
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ration of war time and for the recovery of business after 
the panic of 1921. Is this correct? 

Mr. STEAGALL. That is true. It is predicated upon the 
former War Finance Corporation Act. 

Mr. KELLER. And it is doing exactly the same thing 
now which the War Finance Corporation did then, only on 
a much larger scale? 

Mr. STEAGALL. Yes; on a larger scale. 

Mr. KELLER. Notwithstanding the cheating and de- 
frauding that was carried on at that time by the men who 
controlled the War Finance Corporation, what was the finan- 
cial result of the War Finance Corporation? Did that Cor- 
poration pay back all the money into the Treasury which 
it received from the Government? Did the people lose 

? 


Mr. STEAGALL. The War Finance Corporation made a 
profit of many millions of dollars. I hesitate to name the 
amount. 

Mr. KELLER. Did it not in fact not only pay back all 
the money the Government advanced to it but also a net 
profit of $60,000,000? 

Mr. STEAGALL. Something like that. 

Mr. KELLER. If the present Corporation does its business 
as it ought to, handling so much more money than the War 
Finance Corporation handled, it ought to pay much more 
net profit back to the people when it is closed up? 

Mr. STEAGALL. Yes; it certainly should. 

Mr. PATMAN. Mr. Chairman, will the gentleman yield? 

Mr. KELLER. I yield. 

Mr. PATMAN. Section 4 will apply to all corporations, 
will it not? 

Mr. KELLER. Yes, sir; it will. 

Mr. PATMAN. I hope the gentleman will make it plain 
that under existing law it does not apply to banking or to 
railroads. However, if section 4 becomes a law, then when 
the railroad loans and the banking loans, and these other 
loans fall due and application is made for their renewal, 
this salary feature will apply. 

Mr. KELLER. Exactly so. That is the reason I voted 
as I did, so as to get a chance to provide for that very 
thing 


Mr, TRUAX. Mr. Chairman, will the gentleman yield? 

Mr. KELLER. I yield. 

Mr. TRUAX. The gentleman stated that the War Finance 
Corporation made $60,000,000. Did that amount include 
the millions they made out of the farmer by fixing the price 
of his wheat at $2.20 a bushel? 

Mr. KELLER. No; that does not enter into it, of course. 

Mr. HOEPPEL. Mr. Chairman, will the gentleman yield? 

Mr. KELLER. I yield. 

Mr. HOEPPEL. Would the gentleman care to state how 
many millions of men were unemployed during the time the 
War Finance Corporation was in operation? 

Mr. KELLER. It ran as high as 5,000,000 men at one 
time, but not more. 

Mr. HOEPPEL. I did not think there were any unem- 
ployed at that time. 

Mr. KELLER. Yes; a report by Secretary of Commerce, 
Hon. Herbert Hoover, made of that in the early part of 1922 
showed 5,000,000 men in enforced idleness. 

Mr. WEIDEMAN. Mr. Chairman, will the gentleman yield 
for a question? 

Mr. KELLER. I yield. 

Mr. WEIDEMAN. Iam wondering if the gentleman would 
not see fit to emphasize this fact, that a vote “no” on the 
committee amendment will allow the heads of the Recon- 
struction Finance Corporation to say to the heads of the in- 
surance companies and railroad companies, whose execu- 
tives are getting $200,000 or $300,000 a year, “ We cannot 
help you unless the salaries of your executives are cut down 
to $17,500 a year.” 

Mr. KELLER. The gentleman is correct. That is exactly 
what I am driving at. 

Mr. WEIDEMAN. In order to do this the Member should 
vote “no” on the committee amendment? 

Mr. KELLER. The gentleman is right. 
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Mr. SEARS. Mr. Chairman, a parliamentary inquiry. 

The CHAIRMAN. The gentleman will state it. 

Mr. SEARS. What is pending before the committee, Mr. 

? 

The CHAIRMAN. There are pending two committee 
amendments in respect of the salary limitation of $17,500. 

Mr. SEARS. After the next speech I shall make the point 
of order that all debate on these amendments has closed 
under the rules of the House. 

Mr. STEAGALL. Mr. Chairman, I ask unanimous con- 
sent that debate on this section and all amendments thereto 
close in 5 minutes. 

The CHAIRMAN. Is there objection to the request of the 
gentleman from Alabama? 

There was no objection. 

Mr. LUCE. Mr. Chairman, as a member of the committee, 
I want to inform as to the exact situation in order that all 
may vote understandingly. 

There came to us from the Senate a measure comprising 
numerous changes in the Reconstruction Finance Corpora- 
tion Act, a dozen or so in number. A motion to strike out 
the enacting clause will destroy all these proposals if it suc- 
ceeds. If, however, the pending matter is settled by direct 
and immediate vote, then the remaining sections of the bill, 
which are of much importance, may survive, or may not. 

We have now provided that for the four or five surety 
companies which are the only companies likely to take ad- 
vantage of section 3, salaries shall not be more than $17,500 
a year. 

In the Senate there was inserted a provision extending far 
beyond the scope of the original measure, providing that no 
corporation in the United States might be allowed to borrow 
or renew loans from the Reconstruction Finance Corporation 
if it paid any salaries of more than $17,500. 

There came before us the chairman of the Reconstruction 
Finance Corporation, Mr. Jesse Jones, of Texas, and he ex- 
pressed a sentiment which I am sure was echoed by every 
member of the committee, that many salaries are too large. 
Nobody contests that. It is desirable that they shall be 
reduced. 

The proposal before us is one that reminds me of the 
legendary bed of Procrustes, where they laid the victim and 
cut off his head or his feet if he were longer than the bed, 
or if he were shorter than the bed, stretched him out to 
match the bed. 

The iron-clad rule of $17,500 would work a great deal of 
harm if kept in the precise shape in which it came from the 
Senate. So we consulted with Mr. Jones as to what we 
should do, and I would corroborate what the gentleman 
from Michigan said of that discussion, in spite of the fact 
that I dislike to refer to the President on this floor. I would 
modify slightly the emphasis that the gentleman from 
Michigan gave to his statement, for as I understood it, the 
President averred himself to be willing to undertake this 
duty, and as it is a very unpleasant duty, naturally, the 
Chairman of the Reconstruction Finance Corporation was 
willing that the President should do it; but when we thought 
of that anxious, troubled, burdened man in the White House, 
with the great responsibilities of the Nation and of the 
world on his shoulders, it seemed to us unwise to expose 
him to the pressure that would be brought by the corpo- 
rations of the country to save their pay rolls, and we found 
that the Chairman of the Reconstruction Finance Corpo- 
ration, if the President was not to do it, was willing to 
undertake the task. 

I think we have a very capable man at the head of this 
institution. I believe that he understands the spirit and 
temper of the House and of the people. He told us that he 
thought these salaries were too large and as far as one man 
may give assurance of his intentions and purposes, he gave us 
assurance that the purpose of the House would be carried 
out; and what we are asking you to do today is to allow him 
to apply the rule as in his judgment may seem wisest. He 
may be expected to require salary reductions to the point 
where a corporation will not be embarrassed—and when you 
embarrass a railroad corporation you embarrass the users 
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of the railroad, you increase the dangers of travel if you do 
not have the best administrator you can find, and so it is 
with every type of corporation—unless you get the best man 
that can be secured you do the public and yourselves injury. 

So I ask you to leave this to Mr. Jones and the Recon- 
struction Finance Corporation. 

[Here the gavel fell.] 

Mr. CELLER. Mr. Chairman, I offer a substitute amend- 
ment. 

The Clerk read as follows: 

Substitute amendment offered by Mr. CELLER: Page 5, line 5, 
strike out 617,500 and insert $25,000"; page 5, line 10, strike 
out “ $17,500” and insert $25,000.” 

The question was taken and the substitute amendment 
was rejected. 

The CHAIRMAN. The question is on the adoption of the 
committee amendment. 

The question was taken; and on a division (demanded by 
Mr. Luce) there were—ayes 115, noes 73. 

So the committee amendment was agreed to. 

Mr. BLANTON. Mr. Chairman, I offer the preferential 
motion that the Committee do now rise and report the bill 
back to the House with the recommendation that the enact- 
ing clause be stricken out. 

Mr. STEAGALL. Mr. Chairman, I make the point of 
order that the Committee has voted on that identical motion. 

Mr. BLANTON. But the Committee has transacted some 
business since then. 

The CHAIRMAN. Two amendments have been adopted 
since that motion was last made. The Chair overrules the 
point of order. 

The question is on the motion of the gentleman from 
Texas. 

The question was taken; and on a division (demanded by 
Mr. BLANTON) there were—ayes 75, noes 115. 

So the motion was rejected. 

The CHAIRMAN. The Clerk will report the next com- 
mittee amendment. 

The Clerk read as follows: 

Page 5, line 10, strike out “$17,500 per annum” and insert 


“what appears reasonable to the Reconstruction Finance Cor- 
poration.” 


The CHAIRMAN. The question is on the committee 
amendment. 

The question was taken; and on a division (demanded by 
Mr. Branton and Mr. MCFARLANE) there were—ayes 121, 
noes 65. j : 

So the committee amendment was agreed to. 

The Clerk read as follows: 

Sec. 9. The first sentence in section 201 (a) of such act, as 
amended, which follows paragraph (6) thereof is hereby amended 
by striking out the period at the end of such sentence and in- 
serting in lieu thereof a comma and the following: “except that 
for the purposes of clause (b) of paragraph (6) of this subsec- 
tion a project shall be deemed to be self-liquidating if the con- 
struction cost thereof will be returned by any means, including 
taxation, within a reasonable period, not exceeding 20 years: Pro- 
vided, That nothing contained in sections 5, 6, 7, 8, and 9 of this 
act shall apply to any area, except the area defined in the first 
sentence of paragraph 6 of section 201 (a) of the Emergency 
Relief and Construction Act of 1932, as amended. 


Mr. SABATH. Mr. Chairman, I move to strike out the 
proviso beginning in line 12, page 7. 

The Clerk read as follows 

Amendment by Mr. SABATH: Page 7, line 12, strike out the pro- 
viso which reads: “Provided, That nothing contained in sections 
5, 6, 8, and 9 of this act shall apply to any area except the area 
defined in the first sentence of paragraph 6 of section 201 (a) of 
the Emergency Relief and Construction Act of 1932, as amended.” 

Mr. SABATH. Mr. Chairman, ladies, and gentlemen, 
there are many of you who are in favor of the bill because 
it seeks to amend section 201 of the Reconstruction Finance 
Corporation Act, which would make possible loans to States 
and municipalities and to eliminate certain provisions under 
which no loans were made as originally intended by the 
House by the Reconstruction Finance Corporation. The 
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proviso that I have moved to strike out refers only to mat- 
ters pertaining to the California situation. 

I am willing that the provision that will relieve the situa- 
tion in California should be adopted, but why should we 
restrict municipalities in all other States from being author- 
ized to receive money from the Reconstruction Finance Cor- 
poration? The securities of these municipalities are good, 
and loans will be repaid, every dollar. 

When I originally advocated the passage of the Recon- 
struction Finance Corporation Act it was because I believed 
that it was going to give rise to employment and relieve the 
existing conditions. I want to read to you the title of the 
act that we passed in January 1932. It was— 

To provide emergency financing facilities for financial institu- 
tions, to aid in financing agriculture, commerce, and industry, and 
for other purposes. 

So far no relief has been given to commerce or industry of 
the United States. All the loans that have been made, with 
a few exceptions, are loans to the railroad companies, to the 
banks, and to the insurance companies, and now we come in 
with this bill to increase loans to insurance companies. 

We amended that act in July 1932, and that was to relieve 
the destitution. The title of the act of July 1932 was To 
relieve the destitution, to broaden the lending powers of the 
Reconstruction Finance Corporation, and to create employ- 
ment by providing for and expediting public works.” 

I say now that the Reconstruction Finance Corporation 
has failed to provide or extend any credit or relief for the 
purposes that were originally contemplated in the legis- 
lation that was passed, though I have reasons to believe that 
under the new management the Government will be pro- 
tected and deserving applications for loans will receive 
consideration and those not deserving will be rejected. 

But I am of the opinion that if this bill is passed in its 
present form it will only aid four or five casualty companies. 
It will not help construction, because, as I pointed out early 
in the afternoon, the public works bill that will come in to- 
morrow precludes the making of any loans provided in the 
bill we are now considering. 

So these provisions are nothing but gestures and inserted 
merely to get votes for the insurance loans that gentlemen 
are interested in, 

{Here tho gavel fell.] 

Mr. STEAGALL. Mr. Chairman, the amendment offered 
by the gentleman from Illinois [Mr. SapatH], as he has sug- 
gested, will have very little time within which to be oper- 
ative. If the legislation coming before this House tomor- 
row should be enacted into law, the activities contemplated 
in this amendment will be taken over by another organiza- 
tion. In view of the situation that exists, there will be no 
objection to the amendment on the part of the committee. 

The CHAIRMAN. The question is on agreeing to the 
amendment offered by the gentleman from Illinois, 

The amendment was agreed to. 

The Clerk read as follows: 

Sec. 10. That an act entitled “An act to provide emergency 
financing facilities for financial institutions, to aid in financing 
agriculture, commerce, and industry, and for other purposes”, 
approved January 22, 1932, and amended by an act approved 
July 21, 1932, be further amended by adding at the end of 
section 5 thereof the following: “Provided further, That the 
Corporation may make said loans to trustees of railroads which 


proceed to reorganize under section 77 of the Bankruptcy Act of 
March 3, 1933.” 


Mr, SHOEMAKER. Mr. Chairman, I move to strike out 
section 10. 

The CHAIRMAN. The Clerk will report the amendment. 

The Clerk read as follows: 


Amendment by Mr. SHOEMAKER: Page 7, line 17, strike out all 
of section 10. 


Mr. SHOEMAKER. Mr. Chairman, we have been financ- 
ing some of these railroad companies and pouring money 


into this bottomless hopper for a number of months, and 
here we find in this section 10 in line 22, the following: 

Provided further, That the Corporation may make loans to 
trustees of railroads which proceed to reorganize under section 77 
of the Bankruptcy Act of March 3, 1933. 
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We are not satisfied with trying to finance going cón- 
cerns in distress, but we want to finance receivers of bank- 
rupt organizations. 

Mr. HANCOCK of North Carolina. Mr. Chairman, will 
the gentleman yield? 

Mr. SHOEMAKER. Yes. 

Mr. HANCOCK of North Carolina. Does the gentleman 
understand that under the existing law it is permissible to 
make loans to receivers of railroads, but since the passage 
of the bankruptcy bill of March 3, 1933, instead of having 
receivers, those in charge of railroad properties appointed 
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by the courts are trustees, and this provision only extends 


the right to lend to trustees who occupy the same position 
as receivers would before the passage of the bankruptcy 
act. It should also be noted that the present Chairman of 
the Reconstruction Finance Corporation has requested this 
clarifying amendment. 

Mr. SHOEMAKER. That is the very thing that I am 
opposed to, whether it happens to be a receiver or a trustee. 
Our farmers are going bankrupt all over the country. Their 
homes are being taken from them. Workingmen’s homes 
are being taken from them. Nobody steps in to give those 
receivers money out of the Treasury of the United States to 
save their property. 

Mr. HANCOCK of North Carolina. To remedy the situa- 
tion the gentleman complains of, he would have to go back 
and have Congress repeal the original act of January 1932, 
and later amended by an act approved July 21, 1932. 

Mr. SHOEMAKER. Mr. Chairman, I don’t see any reason 
why this Corporation should exist any longer. Everybody 
is going bankrupt. It is not helping anybody but the big 
insurance companies and financial institutions and railroad 
companies at the expense of the taxpayer. Every day we 
are appropriating more money and issuing more tax-free 
bonds for the people to.pay interest on. We are not going 
to alleviate this situation by perpetuating a system of appro- 
priating more money. Yesterday it was $150,000,000, and 
today it is another $50,000,000, and if we keep on for 
another 30 days we will not have to come back here at all. 

We will not have any Government. The people will take 
it into their own hands and the Congress of the United 
States will be out on the streets along with the 16,000,000 
unemployed, and the veterans that have their feet sticking 
through their shoes. We may as well turn the entire Gov- 
ernment over to Morgan and give him keys to the Capitol 
and say that we are done, and let him run the rest of the 
show. 

He is now here in the very Capitol, and we would not even 
have to pay mileage to bring him here to get the keys; give 
him the rest of the Government bag and boodle. [Ap- 
plause.] 

-The CHAIRMAN. The time of the gentleman from Min- 
nesota has expired. 

Mr. STEAGALL. Mr. Chairman, I desire to say to the 
membership of the House that this bill represents the pur- 
pose of the administration to carry on a comprehensive 
war against this depression and to accomplish relief for 
every section and for every class of citizenship in the United 
States. If this bill did not represent that purpose it would 
not be before this body this afternoon and I would not be 
taking your time at this moment. I hope the House will not 
turn aside from the course upon which we have embarked 
in support of this administration in the stupendous task 
that has fallen to its hands, but that we shall go forward 
waging the battle on every front until we have accomplished 
the purpose of this extraordinary session to start forces 
that will ultimately bring complete economic recovery in the 
United States. [Applause.] That is the purpose of this 
legislation. The references to what is going on at the other 
end of the Capitol, as well as many other references and 
suggestions that have been made here, though they spring 
from the highest purposes, with which all Members of this 
House are in accord, have no legitimate bearing on this leg- 
islation or its purposes. This administration is entitled to 
continue the use of the Reconstruction Finance Corporation 
in this struggle. It was used on a large scale by the former 
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administration. To terminate its activities or withdraw its 
support now would be unjust to the administration and 
hazardous to its program. [Applause.] 

I move that all debate on this section and amendments 
thereto be closed. 

The motion was agreed to. 

The The question is on the adoption of the 
amendment offered by the gentleman from Minnesota. 

The amendment was rejected. 

The Clerk read as follows: 

Sec. 11. As used in this act the term “insurance company” 
shall include any corporation engaged in the business of insur- 
ance, irrespective of the nature thereof, and operating under the 
supervision of a State superintendent or department of insurance 
in any of the States of the United States. 

With the following committee amendment: 

Line 3, after the word “insurance”, insert the words “or in the 
writing of annuity contracts.” 

Mr. McFARLANE. Mr. Chairman, I should like the chair- 
man of the committee to explain the purpose of this amend- 
ment. 

Mr. STEAGALL. It is simply to extend the provisions of 
this act, as far as it may be done, to all insurance companies. 
There are insurance companies who write annuity contracts, 
and there is no reason why, in the judgment of the com- 
mittee, they should not be included in the provisions of this 
act. That is the purpose of it. 

The CHAIRMAN. The question is on agreeing to the 
committee amendment. 

The committee amendment was agreed to. 

The Clerk read as follows: 

Sec. 12. Section 5 of the Reconstruction Finance 3 
Act, as amended, is amended by adding at the end thereof the 
erat, new paragraph: 

The Reconstruction Finance Corporation is further authorized 
and empowered to make loans to any State insurance fund estab- 
lished or created by the laws of any State for the purpose of pay- 
ing or insuring payment of compensation to injured workmen and 
thoas ABADIA ax. venule: DE Cieeehs cantedaeed TA tee ARTS ct 
their employment, or to their dependents. As used in this para- 
graph, the term ‘State’ includes the several States and Alaska, 
Hawaii, and Puerto Rico.” 

Mr. HOLLISTER. Mr. Chairman, I offer an amendment. 

The Clerk read as follows: 

Amendment by Mr. HOLLISTER: Page 8, line 11, after the word 
“loan”, insert the words if adequately secured.” 

Mr. HOLLISTER. Mr. Chairman, that language should 
have been printed in the bill. It was adopted in the com- 
mittee. 

Mr. STEAGALL. It is merely a clerical error, and I hope 
the House will correct it. 

Mr. GREEN. Mr. Chairman, I rise in opposition to the 
amendment. 

My colleague, I would not feel that I had performed my 
full duty to the constituency which I try to represent if 
I did not voice final disapproval of the Congress of the 
United States once more contributing indirectly in this case 
$50,000,000 to large corporations which pay their officials 
as high as $175,000 per year. 

Mr. GOLDSBOROUGH. Mr. Chairman, a point of order. 
The gentleman is not speaking to the amendment. 

Mr. GREEN. I hope the gentleman will not insist upon 
that. I do not intend to use all of the 5 minutes. 

Mr. GOLDSBOROUGH. I insist on the point of order, 
Mr. Chairman. 

Mr. GREEN. Large corporations paying $175,000 a year 
to the officers of such corporations. I hope my colleagues 
will think over this matter in a serious, personal manner. 
How can a corporation official honestly earn twice as much 
as is paid the President of the United States. The corpora- 
tions should pro rate profits to their stockholders and, in 
case of insurance companies, to their policyholders, instead 
of the officers gobbling it up in high salaries. 

Mr. GOLDSBOROUGH. Mr. Chairman, I insist on the 
point of order. The gentleman is not speaking to the 
amendment. 

The CHAIRMAN. The gentleman from Florida must 
confine himself to the amendment. 
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Mr. GOLDSBOROUGH. There cannot possibly be any 
objection to the amendment. I must ask the gentleman to 
address himself to the amendment. 

Mr. GREEN. I know at times facts seem harsh. If the 
Clerk will please read the amendment, I will confine 
myself to it. 

There being no objection, the Clerk again reported the 
amendment. 

Mr. GREEN. Very well. “Adequately secured.” [Laugh- 
ter.] My colleagues, do you believe that the corporations 
that will borrow this $50,000,000 can give adequate security? 
They have borrowed an enormous amount. We are in- 
formed by those high in official circles that the purpose 
of this $50,000,000 loan is to enable those corporations to 
pay a portion of which they have already borrowed. In 
conscience, when our people are unemployed and when ex- 
service men are given a dollar a day to work in the for- 
ests—— 

Mr. GOLDSBOROUGH. Mr. Chairman, I insist the gen- 
tleman is not speaking to the amendment. I insist that he 
confine himself to the amendment. The amendment pro- 
vides that loans secured from the Reconstruction Finance 
Corporation should be adequately secured. I ask that the 
gentleman confine himself to that limitation. 

Mr. GREEN. I will try my best to do so, because the 
Reconstruction Finance Corporation has not, I fear, confined 
itself to ample security in disposing of $2,800,000,000. [Ap- 
plause.] My friends, it is ridiculous—I am sincere in this 
when we are about to give $50,000,000 more to these same 
corporations, when our people are in destitution—— 

The CHAIRMAN. The time of the gentleman from 
Florida [Mr. Green] has expired. 

Mr. STEAGALL. Mr. Chairman, I move that all debate 
on this section and all amendments thereto do now close. 

The motion was agreed to. 

The CHAIRMAN. The question is on the amendment 
offered by the gentleman from Ohio [Mr. HOLLISTER]. 

The amendment was agreed to. 

The Clerk read as follows: 

Sec. 13. Section 5 of the Reconstruction Finance Corporation 
Act, as amended, is amended by adding at the end thereof the 
following new paragraph: 

“The Reconstruction Finance Corporation is further authorized 
and empowered to make loans if adequately secured to any fund 
created by any State for the purpose of insuring the repayment 
of deposits of public moneys of such State or any of its political 
subdivisions in banks or depositories qualified under the law of 
such State to receive such deposits. Such loans may be made at 
any time prior to January 23, 1934, and upon such térms and 
conditions as the Corporation may prescribe; except that any fund 
which receives a loan under this paragraph shall be required to 
assign to the corporation, to the expense of such Joan, all amounts 
which may be received by such fund as dividends or otherwise 
from the liquidation of any such bank or depository in which 
deposits of such public moneys were made. As used in this para- 
graph, the term ‘State’ includes the several States and Alaska, 
Hawaii, and Puerto Rico.” 


Mr. LUCE. Mr. Chairman, in line 7, on page 9, I am quite 
certain the word “expense” is a misprint for the word 
“extent.” I ask unanimous consent to substitute the word 
“extent” for the word “ expense.” 

The CHAIRMAN. Without objection, the correction will 
be made. 

There was no objection. 

Mr. KVALE. Mr. Chairman, I offer an amendment. 

Mr. STEAGALL. Mr. Chairman, I move that all debate 
on this section and all amendments thereto do now close. 

Mr. KVALE. Mr. Chairman, I have offered an amend- 
ment, and I desire to know whether the gentleman from 
Alabama is asking unanimous consent or whether he moved 
to close debate. 

The CHAIRMAN. The Chair did not put the motion, 
pending the gentleman’s amendment. 

The Clerk will report the amendment offered by the gentle- 
man from Minnesota [Mr. KVALE]. 

The Clerk read as follows: 

Amendment offered by Mr. KvalE: Page 9, line 13, after the 
word “Rico”, at the end of section 13, add a new section, to 
read as follows: 
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“Sec. 14. Section 5 of the Reconstruction Finance Corporation 
Act, as amended, is hereby amended by adding at the end thereof 
the following new paragraph: 

The Reconstruction Finance Corporation is further author- 
ized to make loans to any municipality or municipal subdivision 
of any State for the purposes of furnishing food, clothing, shelter, 
fuel, medical attention, or other direct relief to poor persons 
residing in such municipality or municipal subdivision, such loans 
to be secured by the pledge of the bonds or certificates of in- 
debtedness of such municipality or municipal subdivision, and 
the said Reconstruction Finance Corporation is hereby authorized 
to submit proposals and/or bids for the purchase of such bonds 
or certificates of indebtedness from such municipality or mu- 
nicipal subdivision and to otherwise comply with the laws of any 
State relating to the issuance and sale of such bonds or certifi- 
cates of indebtedness, and the interest to be charged such 
municipality or municipal subdivision on such loans or on such 
bonds or certificates of indebtedness shall not exceed the rate of 
five (5) percent per annum.“ 

Mr. KVALE. Mr. Chairman, I shall not consume the 5 
minutes on this amendment. My reason for offering the 
amendment is to make sure that the action of the com- 
mittee upon the Sabath amendment which strikes out the 
proviso in section 9 and applies to the operation under 
section 7, will make unnecessary my amendment. 

The chairman of the committee knows the delegation 
from one of the large cities in my State has been in con- 
sultation with him. He knows of the need for such an 
amendment. 

If I can have the assurance that my amendment will be 
unnecessary in view of the committee’s earlier action, I 
shall be glad to ask unanimous consent to withdraw it. 

Mr. STEAGALL. If I understand the purport of the 
gentleman's amendment the purpose is accomplished by the 
Sabath amendment, but I may say to the gentleman that 
neither his amendment nor the Sabath amendment will 
probably be effective very long for the reason that under 
legislation now contemplated the activities to which the 
gentleman refers in his amendment will be transferred to 
another administration of the Government. That is what 
is in contemplation at this time. 

I may say also we recently passed a $500,000,000 relief 
bill, and an administration has been set up for the purpose 
of handling this very fund which is empowered to do every- 
thing contemplated by the gentleman’s amendment. 

Mr. KVALE. I beg the gentleman’s pardon. The emer- 
gency relief bill will take care of about 30 percent of the 
immediate acute needs out there, and that is why I am in- 
terested in seeing that this amendment which I offer, or 
some similar amendment, will take care of the acute need 
until the new legislation can be brought into operation. 

Mr. STEAGALL. I think that would. 

Mr. KVALE. Then, Mr. Chairman, I ask unanimous con- 
sent to withdraw my amendment. 

The CHAIRMAN. Is there objection to the request of the 
gentleman from Minnesota? : 

There was no objection. 

Mr. STEAGALL. Mr. Chairman, I move that debate on 
this section and all amendments thereto do now close. 

The motion was agreed to. 

The Clerk concluded the reading of the bill. 

The CHAIRMAN. Under the rule, the Committee rises. 

Accordingly the Committee rose; and the Speaker having 
resumed the chair, Mr. FULLER, Chairman of the Committee 
of the Whole House on the state of the Union, reported 
that that Committee having had under consideration the bill 
(S. 1094) to provide for the purchase by the Reconstruc- 
tion Finance Corporation of preferred stock and/or bonds 
and/or debentures of insurance companies, pursuant to 
House Resolution 156, he reported the bill back to the House 
with sundry amendments adopted by the Committee. 

The SPEAKER. Under the rule, the previous question is 
ordered. 

Is a separate vote demanded on any amendment? 

Mr. BLANTON. Mr. Speaker, I demand a separate vote 
on the twin amendments of the committee, the first one 
beginning in line 5, page 5, and the other one beginning in 
line 10, of page 5, and being identical amendments dealing 


ENA a A nade eae oa ene PA ekg Garis ue tee ere 


1933 


with the same subject matter. I ask unanimous consent 
that we may vote on them in block in order to save time. 

The SPEAKER. Is a separate vote demanded on any 
other amendment? If not, the Chair will put them in block. 

The amendments were agreed to. 

The SPEAKER. The gentleman from Texas asks unani- 
mous consent to consider the two committee amendments on 
page 5 in block. Is there objection? 

There was no objection. 

The SPEAKER. The Clerk will report the amendments. 

The Clerk read as follows: 

Page 5, line 5, strike out “ $17,500 per annum” and insert “ what 
appears reasonable to the Reconstruction Finance Corporation: 

Page 5, line 10, the same amendment. 

The SPEAKER. The question is on the committee —- 
ments. 

Mr. BLANTON. Mr. 1 
pending that I ask for the yeas and nays. 

The yeas and nays were refused. 

The Committee divided; and there were—ayes 128, noes 74. 

So the amendments were agreed to. 


The bill was ordered to be read a third time, and was read 
the third time. 
Mr. BLANTON. Mr. Speaker, I move to recommit the bill 


to the Committee on Banking and Currency. 

The Clerk read as follows: 

Mr. BLaNron moves to recommit the bill, S. 1094, to the Com- 
mittee on Banking and Currency. 

The motion to recommit was rejected. 

The SPEAKER. The question is on the passage of the 
bill. 

The question was taken; and on a division (demanded by 
Mr. Branton and Mr. MeFanLAxg) there were—ayes 147, 
noes 96. 

Mr. BLANTON. Mr. Speaker, I ask for the yeas and nays. 

The yeas and nays were ordered. 

The question was taken; and there were—yeas 203, nays 


137, not voting 90, as follows: 

[Roll No. 45] 

YEAS—203 

Adams Cooper, Tenn. Hill, Samuel B. Oliver, N.Y. 
Allen Co: Holdale Parker, N.Y. 
Allgood Cross Hollister Perkins 
Almon Crowe Holmes Peterson 
Andrew, Mass. Culkin Hooper Peyser 
Andrews, N.Y Cullen Hope Powers 
Ayres, Kans. Darden Huddleston Prall 
Bacharach Darrow Jacobsen Ragon 
Bacon Dear Jeffers k 
Bakewell Delaney Jenckes 
Beedy Dickinson Jenkins Reid, III 
Beiter eckstein Johnson, W.Va. Reilly 
Blanchard Dingell Kahn 
Bland Dirksen Kee Robertson 
Bloom Disney Keller Rogers, Maas. 
Boehne Ditter Kelly, Pa. Rogers, N.H. 
Boileau Dockweiler Kenney Rudd 
Boland Dondero Sandlin 
Boylan Doughton Kleberg Schuetz 
Brooks Doutrich Knutson Schulte 
Brown, Mich, Drewry Kopplemann Sears 
Brumm Duffey Kramer Seger 
Brunner Duncan, Mo. Kurtz Shannon 
Buchanan Durgan, Ind, Kvale Slrovich 
Buck Eagle Lea, Calif. Sisson 
Burch Eaton Lehlbach Snell 
Burke, Calif. Lindsay Somers, N.Y. 
Burke, Nebr. Elizey, Miss. Lloyd Spence 
Burnham Englebright Lozier Stalker 
Byrns Parley Luce 
Cady Fish McClintic Stokes 
Caldwell Fitzpatrick McCormack Stubbs 
Cannon, Mo. Flannagan McDuffie Studley 
Carden Ford McGrath Sullivan 
Carley Fuller McKeown Sutphin 
Carter, A Gibson McSwain Swick 
Carter, Wyo. Goldsborough Mansfield Taber 
Cavicchia Goodwin Marland Treadway 
Celler Greenwood Marshall Turner 
Chavez Guyer Martin, Mass, 
Church Haines Martin, Oreg. Underwood 
Cochran, Mo. Hancock, N.Y. Mead Utterback 
Cochran, Pa. Hancock, N.C Meeks Vinson, Ga. 
Colden Hartley Millard Wadswo 
Collins, Calif Hastings Moran Waldron 
Condon Hess O'Connell Walter 
Connolly Higgins O'Connor Watson 
Cooper, Ohio Hill, Ala. Oliver, Ala. elch 
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West, Ohio Wilcox Withrow ‘Wolverton 
West, Tex. Willford Wolcott Woodruff 
Wigglesworth Wilson Wolfenden 
NAYS—137 
Adair Fletcher Lee, Mo Rogers, Okla. 
Arens Focht Lehr Ruffin 
Arnold Frear Lemke Sabath 
Bailey Gasque Lundeen Sanders 
Beam Gavagan Schaefer 
Blanton Gilchrist McFadden Secrest 
Brennan Gillette McFarlane Shallenberger 
Bulwinkle Glover McGugin Shoemaker 
Carpenter, Kans. Goss Major Smith, Wash, 
Carpenter, Nebr. Gray Maloney, Conn. Smith, W.Va. 
‘Cary Green Mapes Snyder 
Castellow Griffin Martin, Colo. Strong, Tex. 
Chapman Griswold May Swank 
Chase Hamilton Miller 
Christianson Harlan Milligan Taylor, Colo. 
Claiborne Hart Mitchell Taylor, S. C. 
Clark, N.C. Healey Monaghan Taylor, 
ins, Miss, Hildebrandt Morehead Thom 
Hill, Knute Mott Thomason, Tex. 
Connery Hoeppel Murdock Thompson, III. 
Cox Howard Musselwhite Truax 
Cravens Imhoff Nesbit Umstead 
Crosby Johnson, Minn, O'Malley Vinson, Ky 
Crosser Johnson, Okla. Owen Warren 
Cummings Jones Parker, Ga. Wearin 
Deen Kelly, Til. Weideman 
Dies Kennedy, N.Y. Patman Werner 
Dobbins Eloeb Pettengill White 
Doxey Kniffin Polk Whitley 
Dunn Koctalkowski y Whittington 
Eicher Lambeth Randolph Young 
Eltse, Calif. Lamneck Rankin Zioncheck 
Paddis Lanham Rayburn 
Fernandez Lanzetta 
Flesinger Larrabee Richards 
NOT VOTING—90 
Abernethy Douglass Lesinski Robinson 
Auf der Heide Dowell Lewis, Colo ue 
Ayers, Mont Driver Lewis, Md. Sadowski 
Bankhead Ludlow 
Beck Fitzgibbons McLean 
Berlin SS McLeod Sinclair 
Biermann Foulkes McMillan Smith, Va. 
Black Fulmer McReynolds Strong, Pa. 
Bolton Gambrill Maloney, La. Sumners, Tex. 
Britten Gifford Merritt Sweeney 
Brown, Ky. Gillespie Montague Terrell 
Browning Granfield Montet Thurston 
Buckbee Gregory Moynihan Tinkham 
Muldowney Tobey 
Cannon, Wis Henney Norton er 
Hornor O'Brien Wallgren 
Clarke, N.Y. Hughes Palmisano Weaver 
Coffin James Parks Wiliams 
Cole Johnson, Tex. Peavey Wood, Ga. 
Crowther Kemp Pierce Wood, Mo. 
Crump Kennedy, Md. Pou Woodrum 
De Priest Kerr Reed, N.Y. 
DeRouen Lambertson Rich 


So the bill was passed. 
The following pairs were announced: 
On the vote: 


Mr. Tobey (for) with Mr. Johnson of Texas (against). 
Mr. Brown of Kentucky (for) with Mr. Wallgren (against). 
Mr. Bankhead (for) with Mr. Pierce (against). 


Until further notice: 


Black with Mr. Crowther. 

Ludlow with Mr. Beck. 

Busby with Mr. Dowell. 

Gregory with Mr. McLean. 

Lewis of Maryland with Mr. Muldowney. 
Abernethy with Mr. Simpson. 

Cartwright with Mr. Reed of New Tork. 
Crump with Mr. James. 

Scrugham with Mr. Gifford. 

Fulmer with Mr. Britten. 

Driver with Mr. Traeger. 

Gambrill with Mr. Bolton, 

Kemp with Mr. Foss. 

Woodrum with Mr. Evans. 

Sumners of Texas with Mr. Buckbee. 
Weaver with Mr. Lambertson. 

Smith of Virginia with Mr. Clarke of New York. 
Parks with Mr. McLeod. 

Montet with Mr. Strong of Pennsylvania. 
Sweeney with Mr. Thurston. 

Granfield with Mr. Moynihan. 

Montague with Mr. Rich. 

Kennedy of Maryland with Mr. Merritt. 
DeRouen with Mr. Peavey. 

Tinkham with Mr. De Priest. 

Browning with Mr. Sinclair. 

Maloney of Louisiana with Mr. Cannon of Wisconsin. 
McMillan with Mr. Biermann. 

Gillespie with Mr. Terrell. 
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Kerr with Mr. Hornor. 


Mr. TRAEGER. Mr. Speaker, I was on my way over here 
at the first bell but did not arrive in season. If present, 
I would have voted “ aye.” 

The result of the vote was announced as above recorded. 

On motion of Mr. SreacaLL, a motion to reconsider the 
vote whereby the bill was passed was laid on the table. 

Mr. BYRNS. Mr. Speaker, if there is no objection, I 
should like to announce that my colleague the gentleman 
from Tennessee, Mr. McReynotps, is absent on account of 
a consultation at the State Department. If present, he 
would have voted “aye.” Also, that the following gentle- 
men are unavoidably detained and, if present, would have 
voted “aye”: Mr. SADOWSKI, Mr. Rogprnson, Mr. Pou, Mr. 
Coie, Mr. O’Brien, Mr. AUF DER HEIDE, Mr. Lesinski, and 
Mrs. NORTON. 

ALFRED E. SMITH AND THE REPEAL OF THE EIGHTEENTH 
AMENDMENT 


Mr. KENNEDY of New York. Mr. Speaker, I ask unani- 
mous consent to extend my own remarks in the RECORD. 

The SPEAKER. Without objection, it is so ordered. 

Mr. KENNEDY of New York. Mr. Speaker, I listened with 
great interest on Monday evening to the radio appeal of the 
State chairman of my party, exhorting the voters of New 
York to register conclusively their opinion for the repeal of 
the prohibition amendment. As the speaker proceeded with 
his appeal I listened intently for him to pay at least a word 
of most deserved tribute to that man who has done more 
than any other person to bring about the magnificent tri- 
umph of liberalism and sanity that took place yesterday in 
the State of New York. 

I was disappointed when the able chairman passed com- 
pletely over the name of Alfred E. Smith. I have deep re- 
spect for the sincerity and industry of our chairman, as I 
have for our able President, Franklin D. Roosevelt. Never- 
theless, I am convinced, as is the vast majority of our citi- 
zens, that without the unceasing efforts, without the tran- 
scendent ability of Alfred E. Smith, we would never have 
reached the pinnacle of victory that became ours yesterday; 
and on the eve of victory, nothing would have been more 
fitting than to acknowledge the splendid role that this great 
man played in the course of events leading up to the 
wonderful climax. 

The whole life of Alfred E. Smith has been spent in an 
endeavor to make secure the voice of the people. We have 
only to scan his public record to find an unbroken sequence 
of labor for the common weal, toward the making secure of 
toleration. 

When prohibition became a law in 1919 the developing 
events thereafter aided the country in recognizing the rare 
ability of Alfred E. Smith, and he was raised to a position 
of national prominence. As a pioneer in the cause of tolera- 
tion, he was instrumental in inserting in the State Demo- 
cratic platform of 1918 a plank calling for a State referen- 
dum submitting the question of prohibition to the voters of 
New York. Here was evidence of a characteristic that has 
intrenched him deeply in the hearts of the masses. From 
the beginning, his attitude on prohibition, as on all other 
public questions, has been clear-cut, well-defined, unequivo- 
cal. He has never parried, never straddled, never curried 
political preferment through ambiguous policies. i 

In the election of 1920 he temporarily sacrificed his po- 
litical career because he preferred to be honest, open, and 
frank when hedging would have assured him of victory at 
the polls. In 1922 he returned to the Governorship of the 
State, called back by the voters when the far-seeing pre- 
dictions he had made regarding the detestable State enforce- 
ment law, the Mullan-Gage Act, came true. His political 


foresight was paid tribute to in the fact that the same legis- 
lature which had passed the Mullan-Gage Act voted for its 
repeal three years later. In the same year, following his 
leadership, the Democratic State Convention inserted a plank 
in its platform favoring an amendment to the Volstead Act 
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permitting the States, under certain restrictions and after 
popular referendum, to permit traffic in light wines and beer, 
and the voters of the State supported him overwhelmingly. 

In 1926, as a result of his leadership, the referendum as 
to what should be the attitude of the State regarding modi- 
fication of the Volstead Act, carried by more than a million 
votes. In 1928 the Nation witnessed the event of his famous 
telegram to the National Democratic Convention, advising 
them, when they had failed to include a liquor plank in 
their platform, that if selected to carry the banner of democ- 
racy in the ensuing campaign, he would do so only on condi- 
tion that his views on the repeal of the Eighteenth Amend- 
ment be made a part thereof. This splendid gesture of 
unselfishness was made to allow the convention to select 
another candidate, if they were unwilling to support him on 
this stand—in a word, refusing the greatest honor the Nation 
can bestow on one of its citizens unless he were permitted to 
make known in definite, clear, honest language his stand on 
the question of prohibition. 

As a last milestone, no one need be reminded of the part 
Alfred E. Smith played in committing the Democratic. Party 
at the last election away from a policy of ambiguity and 
evasion to a definite, honest, open stand for repeal. 

Ladies and gentlemen, I would be shirking my duty to my 
constituents if I did not rise today and pay tribute to that 
great leader of men, Alfred E. Smith, for his magnificent 
efforts to repeal the Eighteenth Amendment. 


UNJUST ECONOMY 


Mr. THOMASON of Texas. Mr. Speaker, I ask unani- 
mous consent to extend and revise my own remarks. 

The SPEAKER. Without objection, it is so ordered. 

Mr. THOMASON of Texas. Mr. Speaker, the compre- 
hensive and carefully prepared plans of the President for 
the relief of the distress occasioned by the economic situ- 
ation have had my enthusiastic support, and it is my belief 
that no Executive in our history has met such a grave con- 
dition with more courage and determination than Franklin 
D. Roosevelt. I particularly admire his candor and his 
frankness. He has admitted that in this emergency experi- 
mental legislation is necessary, and I trust and believe that 
he will be quick to acknowledge errors when they are made 
by some of those persons to whom he has intrusted admin- 
istration of some of the recently enacted laws. 

I firmly believe that serious errors in judgment have been 
made by the officials of the Veterans’ Administration in 
promulgating rules and in interpreting provisions of the 
regulations issued pursuant to the act. As I told this House 
on May 11, during consideration of the appropriation for 
the Veterans’ Administration, I intend to do everything in 
my power to see that the sick and disabled veterans are 
treated with justice and fairness. I was one of the first 
Members of this House to sign the petition calling for a 
Democratic caucus on this important subject, and you may 
be sure that I intend to continue my efforts to see that the 
injustices in the administration of the Economy Act are 
abolished. 

Mr. Speaker, my particular interest is in the reductions 
applied to certain classes of service-connected cases of dis- 
ability. I submit that it was not the intention of the Con- 
gress, nor do I believe it was the intention of President 
Roosevelt, to slash the allowances to these veterans by 50, 
60, and 70 percent. Yet I have the evidence in my office, 
in the form of statements from veterans in my own district, 
that this very thing is being done. It appears that those 
charged with carrying out the act have disregarded the 
spirit of the law as passed by the Congress, and have not 
only reduced the allowance for particular disability ratings 
but have also revised the schedule of ratings for certain 
disabilities and injuries so that the veteran is subjected to 
an unreasonable reduction, 

There are a number of other important phases of this 
matter that demand attention immediately. If action is not 
taken without delay by the Veterans’ Administration officials 
and the Executive, I predict that it will be taken by the 
Congress, and I for one intend to do all in my power to right 
these wrongs. 
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All classes of our citizenship have been called upon to 
make sacrifices in the economic crisis that recently con- 
fronted the Nation. No greater patriotism was shown by 
any of them, however, than by the veterans. Those in my 
district—and I know this is true of the Nation at large— 
have cheerfully accepted the added burden they have been 
called upon to bear. They should not, however, be subjected 
to unfair treatment and great suffering. 

Our President has shown himself to be a man of great 
sympathies and a strong sense of justice and fair play. He 
is doing an almost superhuman task and I know that he is 
not able to examine minutely all details of the vast emer- 
gency program he has inaugurated. However, I feel sure 
that when the serious wrongs that have been committed in 
the name of economy are called to his attention, he will take 
prompt steps to rectify them. 

` HOUSE RESOLUTION 159 


Mr. LAMBETH. Mr. Speaker, by direction of the Com- 
mittee on Printing, I call up from the Speaker’s desk House 
Resolution 159. 

The Clerk read the resolution, as follows: 

House Resolution 159 


Resolved, That in accordance with paragraph 3 of section 2 of 
the Printing Act approved March 1, 1907, the Committee on 
Labor of the House be, and it is hereby, em] to have 
printed for its use 1,000 copies of the held before said 
committee relative to 30-hour work week, Seventy-second Con- 
gress, second session. 


With the following committee amendment: 
In line 4, page 1, strike out 1.000“ and insert 500.“ 


The committee amendment was agreed to. 
The resolution as amended was agreed to. 


HOUR OF MEETING TOMORROW 


Mr. BYRNS. Mr. Speaker, I ask unanimous consent that 
when the House adjourns today it adjourn to meet tomor- 
Tow at 11 o’clock a.m. 

The SPEAKER. Is there objection? 

There was no objection. 


GOVERNORSHIP OF HAWAII 


Mr. McCANDLESS. Mr. Speaker and colleagues, there 
was read in this Chamber Monday a message from the Presi- 
dent asking that the residence qualifications for the Gov- 
ernor of Hawaii, as set forth in the organic act of Hawaii, 
be temporarily set aside to enable the President to select for 
that post, if he so chooses, a nonresident of Hawaii. 

Ladies and gentlemen, to say that this action came as a 
surprise to me is putting my emotions mildly. I was 
stunned. Nor do I yet comprehend the reason for such a 
request from the administration, for it is well known that 
Hawaii has among her own citizens many men well qualified 
for the governorship of the Territory. And the message in- 
dicates an intention, or at least a desire, to name someone 
not a resident, someone from the mainland United States; 
in short, to appoint what is known in the South as a carpet- 
bagger. 

Mr, Speaker and Members of this House, as Delegate in 
Congress from Hawaii, as a resident of Hawaii for the past 
51 years, and as a Democrat, I must oppose any action by 
Congress that will in any way curtail the measure of self- 
government and of home rule which the Territory of Hawaii 
has enjoyed since it became by joint resolution of Congress 
part and parcel of the United States. 

Since 1840 the people of Hawaii have governed them- 
selves under a form of constitutional government patterned 
closely after that of the United States, to whom Hawaii has 
always looked for example and to whom she voluntarily an- 
nexed herself in the closing years of the last century. 

From 1840 to 1893, under the monarchy, Hawaii had a 
constitution, was recognized by the United States as an in- 
dependent member of the family of nations, and showed 
herself capable of producing leaders qualified to direct the 
affairs of her people. Under the provisional government 


from 1893 to 1894 the constitutional form of government 
was retained, and was continued under the Republic, which 
endured for the following 4 years, The Republic of Hawaii 
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in 1898 voluntarily became annexed to the United States, 
and since that date the Constitution of the United States 
and its allied body of laws has applied. 

Thus for 93 years Hawaii has proven herself capable of 
handling her own affairs, of making her local laws, electing 
her legislators, and of producing her leaders, be they kings, 
presidents, or governors, from among her own people. 

I call your attention to the report of the Committee on 
Territories of the Fifty-fifth Congress, third session, which 
accompanied H.R. 10990. This bill set up a new govern- 
ment for Hawaii, and in its report the commission ap- 
pointed to make recommendations incorporated in a ma- 
jority of instances the laws and practices then in vogue 
in Hawaii into the new form of government which was es- 
tablished in 1900, when Hawaii became a Territory of the 
United States. 

Ladies and gentlemen, I would call your attention to this 
fact in particular: Whereas the organic act, as first passed 
by this body, and which was in force for 21 years, specified 
that the Governor of Hawaii must be a citizen of the Terri- 
tory, which meant a residence there of but 1 year, on July 
9, 1921, the Congress of the United States amended this 
organic act to increase that residence requirement to 3 years, 
and specified that this term of residence must be next pre- 
ceding appointment. 

Was not this action an indication that Congress believed 
3 years’ residence in Hawaii a necessary qualification for 
the Governor? Does not that indicate that this body once 
decided that in order to know conditions in Hawaii, to un- 
derstand her people, and to be able to perform the duties of 
governor with fairness and justice to the people of Hawaii 
the Governor should have lived among those people for at 
least 3 years next preceding his appointment to office? 

If on two previous occasions Congress decided that the 
Governor of Hawaii had best be drawn from her own citi- 
zens, would you now rescind that action, remove the safe- 
guard which assures the people of this Commonwealth that 
their chief executive be one of their own citizens, a friend 
who knows and understands them, and whom, because of 
this knowledge and understanding, they can trust as their 
leader? 

The new Governor of Alaska, whom the President but re- 
cently appointed, and who was confirmed by the Senate, 
was a resident of the Territory of Alaska at the time of his 
appointment. Why, then, should an exception be made in 
the case of Hawaii? 

Why even a temporary repeal of the residence qualifica- 
tions for the Governor of Hawaii? There is no national 
emergency in which Hawaii is involved, and in which a 
mainland appointee for Governor would better serve the 
interests of the Nation than a resident of Hawaii. To be 
sure, Hawaii is suffering from the depression, but so are 
the 48 States, and yet there is no threat to name a carpet- 
bagger as governor of any of the States. If the economic 
situation in Hawaii is acute, is it not logical to assume that 
one familiar with conditions in the Territory, with its people, 
its history, and its problems, can better serve as chief 
executive? 

Our racial situation in Hawaii may be unique, but this 
very fact indicates the need of one familiar with the mental 
reactions, habits, and conduct of its racial groups in order 
to best inspire in them the trust and confidence which the 
Governor must have to properly fulfill his duties and obliga- 
tions. 

There is nothing in the racial problems of Hawaii that is 
a menace to harmony and the proper development of the 
Territory if allowed to develop naturally. This is indicated 
in a report submitted after a personal investigation by Mr. 
William Atherton Du Puy, former executive assistant to the 
Secretary of the Interior under the previous administration. 

Hawaii has developed business, commercial, and industrial 
enterprises that compare favorably with those in any part 
of the United States. To do this she has had citizen leader- 
ship able to cope with unique and unusual situations, from 
which the Territory has always emerged victorious. We 
have our full quota of business executives and men of public 
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affairs who are keenly alive to the problems of the Territory 
and who are willing and capable of maintaining this leader- 
ship. 

I am frank to confess that I do not see how the principles 
of Jeffersonian Democracy, of State rights and home rule, 
and the horror of carpetbaggers, all of which is part and 
parcel of the Democratic political faith, can permit of any 
action which would deprive Hawaii or any other Common- 
wealth of the United States of the fullest measure of local 
self-government and home rule which our present laws 
guarantee. 

Certainly the passage of any legislation which would per- 
mit the appointment of a nonresident, a carpetbagger, as 
Governor of Hawaii, would not be keeping faith with the 
people of Hawaii or of the continental United States who 
are now looking to the Democratic Party as the guardian 
of their rights. 

In short, Mr. Speaker and ladies and gentlemen, I oppose 
any move to allow the appointment of a nonresident as 
Governor of Hawaii on the grounds that for nearly a cen- 
tury the people of Hawaii have maintained a just and fair 
government; that they have shown themselves capable of 
meeting their own problems and solving them satisfactorily; 
that they have had in the past, and have now, many men 
capable of the leadership which the Governor should as- 
sume; that no nonresident is qualified for this leadership; 
-that no emergency now exists which makes necessary the 
change of existing laws to permit the appointment of a 
nonresident; and that, on the contrary, the unemployment 
and other economic conditions existing as a result of the 
depression make it peculiarly necessary that the Governor 
of Hawaii be a citizen of that Territory. 

I am forced to believe that the President has been mis- 
informed regarding conditions in Hawaii, for on no other 
assumption can I understand his request. Certain it is 
that the people of Hawaii do not favor such a move, for on 
Monday there was read into the record of the Senate, and 
appears on page 3875 of the Recorp of May 22, a concur- 
rent resolution passed by the Territorial legislature vigor- 
ously opposing any change in the residence qualifications 
of Hawaii’s Governor. 

I am a Democrat, have always been a Democrat, and 
shall continue to be a Democrat. But while I have heartily 
approved most of the legislation so far sponsored by the 
present administration, I have no course but to oppose 
this effort to make possible the appointment of a carpet- 
bagger as Governor of Hawaii. My duty to Hawaii and my 
own personal convictions, the result of half a century of 
residence in Hawaii, dictate this opposition. 

I therefore submit to this honorable body that a change 
in the organic act of Hawaii to permit the appointment 
of a nonresident as Governor is not an emergency measure. 
It it rather an undemocratic deal, an unfair deal, an unjust 
deal for the people of Hawaii. 

CHILD-LABOR AMENDMENT TO CONSTITUTION 


The SPEAKER laid before the House a communication 
from the Governor of the State of Washington announcing 
the ratification by the legislature of that State of an amend- 
ment to the Constitution of the United States to prohibit 
the labor of persons under 18 years of age. 

LEAVE OF ABSENCE 

By unanimous consent, leave of absence was granted to 
Mr. GILLESPIE, for 3 days, on account of the illness of a 
relative. 

ENROLLED BILLS AND JOINT RESOLUTION SIGNED 


Mr. PARSONS, from the Committee on Enrolled Bills, re- 
ported that that committee had examined and found truly 
enrolled a joint resolution and bills of the House of the 
following titles, which were thereupon signed by the Speaker: 

H. J. Res. 159. An act granting the consent of Congress to 
a compact or agreement between the State of Kansas and 
the State of Missouri authorizing the acceptance for and 
on behalf of the States of Kansas and Missouri of title to a 
toll bridge across the Missouri River from a point in Platte 
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County, Mo., to a point at or near Kansas City, in Wyandotte 
County, Kans., and specifying the conditions thereof; 

H.R. 4014. An act to authorize appropriations to pay in 
part the liability of the United States to the Indian pueblos 
herein named, under the terms of the act of June 7, 1924, 
and the liability of the United States to non-Indian claim- 
ants on Indian pueblo grants whose claims, ed 
under the act of June 7, 1924, have been found by the 
Pueblo Lands Board to have been claims in good faith; to 
authorize the expenditure by the Secretary of the Interior 
of the sums herein authorized and of sums heretofore ap- 
propriated in conformity with the act of June 7, 1924, for 
the purchase of needed lands and water rights and the crea- 
tion of other permanent economic improvements as con- 
templated by said act; to provide for the protection of the 
watershed within the Carson National Forest for the Pueblo 
de Taos Indians of New. Mexico, and others interested, and 
to authorize the Secretary of Agriculture to contract relating 
thereto; and to amend the act approved June 7, 1924, in 
certain respects; 

H.R. 5152. An act granting the consent of Congress to the 
State Highway Commission of Virginia to replace and main- 
tain a bridge across Northwest River in Norfolk County, Va., 
on State highway route no. 27; 

H.R. 5173. An act granting the consent of Congress to the 
State Highway Commission of Virginia to maintain a bridge 
already constructed, to replace a weak structure in the same 
location, across the Staunton and Dan Rivers, in Mecklen- 
burg County, Va., on United States Route No. 15; 

H.R. 5476. An act to extend the times for commencing and 
completing the construction of a bridge across the Savannah 
River at or near Burtons Ferry, near Sylvania, Ga.; and 

ELR. 5480. An act to provide full and fair disclosure of the 
character of securities sold in interstate and foreign com- 
merce and through the mails, and to prevent frauds in the 
sale thereof, and for other purposes. 

The SPEAKER announced his signature to an enrolled 
bill of the Senate of the following title: 

S. 753. An act to confer the degree of bachelor of science 
upon graduates of the Naval, the Military, and the Coast 
Guard Academies. 

ADJOURNMENT 

Mr. BYRNS. Mr. Speaker, I move that the House do now 
adjourn. 

The motion was agreed to; accordingly (at 6 o’clock and 
34 minutes p.m.), in accordance with the order heretofore 
made, the House adjourned until tomorrow, Thursday, May 
25, 1933, at 11 o'clock a.m. 


REPORTS OF COMMITTEES ON PUBLIC BILLS AND 
RESOLUTIONS 


Under clause 2 of rule XII, 

Mr. POU: Committee on Rules. House Resolution 160. 
Resolution providing for the consideration of H.R. 5755, 
a bill to encourage national industrial recovery, to foster fair 
competition, and to provide for the construction of certain 
useful public works, and for other purposes; without amend- 
ment (Rept. No. 160). Referred to the House Calendar. 

Mr. LAMBETH: Committee on Printing. House Resolu- 
tion 159. Resolution authorizing the Committee on Labor 
to have printed for its use additional copies of hearings on 
“30-Hour Work Week”; with amendment (Rept. No. 161). 
Referred to the House Calendar. 


PUBLIC BILLS AND RESOLUTIONS 


Under clause 3 of rule XXI, public bills and resolutions 
were introduced and severally referred as follows: 

By Mr. DICKSTEIN: A bill (H.R. 5765) to provide for 
review of the action of consular officers in refusing immigra- 
tion visas, and for other purposes; to the Committee on 
Immigration and Naturalization. 

By Mr. STEAGALL: A bill (H.R. 5766) to amend the Re- 
construction Finance Corporation Act, as amended, and 
the Emergency Relief and Construction Act of 1932, to re- 
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move limitations upon the aggregate amount of funds which 
the Reconstruction Finance Corporation may lend to aid in 
the reorganization or liquidation of banks and savings banks 
either closed or in process of liquidation, and to authorize 
the Corporation to disburse funds after the date of expira- 
tion of its power to make loans under existing law pursuant 
to commitments made prior to such date, and for other 
purposes; to the Committee on Banking and Currency. 

By Mr. RANKIN: A bill (H.R. 5767) to authorize the 
appointment of the Governor of Hawaii without regard to 
his being a citizen or resident of Hawaii; to the Committee 
on the Territories. 

By Mr. SANDLIN; A bill (H.R. 5768) to provide for the 
commemoration of Fort Humbug, in the State of Louisiana; 
to the Committee on Military Affairs. 

Also, a bill (H.R. 5769) to provide for the commemoration 
of the Battle of Mansfield, in the State of Louisiana; to the 
Committee on Military Affairs. 

By Mr. POU: Resolution (H.Res. 160) providing for the 
consideration of H.R. 5755, a bill to encourage national in- 
dustrial recovery, to foster fair competition, and to provide 
for the construction of certain useful public works, and for 
other purposes; to the Committee on Rules. 

By Mr. SIROVICH: Joint Resolution (H.J.Res. 190) to 
create the position of liaison officer; to the Committee on 
the Civil Service. 7 5 

By Mr. FISH: Concurrent resolution (H. Con. Res. 19) ex- 
pressing sympathy for the Jews in Germany; to the Com- 
mittee on Foreign Affairs. 


MEMORIALS 

Under clause 3 of rule XXII, memorials were presented 
and referred as follows: 

By the SPEAKER: Memorial of the Legislature of the Ter- 
ritory of Hawaii, protesting against any action by the Con- 
gress of the United States of America toward the elimina- 
tion of the 3-year residence qualification for the Governor 
of Hawaii; to the Committee on the Territories. 


PRIVATE BILLS AND RESOLUTIONS 


Under clause 1 of rule XXI, private bills and resolutions 
were introduced and severally referred as follows: 

By Mr. ADAMS: A bill (H.R. 5770) for the relief of. the 
Hamburg-American Line; to the Committee on Claims. 

By Mr. ALLEN: A bill (H.R. 5771) granting a pension to 
Sarah A. King; to the Committee on Invalid Pensions. 

By Mr. BECK: A bill (H.R. 5772) for the relief of William 
Renicks; to the Committee on Military Affairs. 

By Mr. CHAPMAN: A bill (H.R. 5773) for the relief of 
Maggie Standeffer; to the Committee on Military Affairs. 

By Mr. HARTLEY: A bill (H.R. 5774) granting compen- 
sation to Wallace B. Bogart; to the Committee on World 
War Veterans’ Legislation. 

Also, a bill (H.R. 5775) for the relief of the estate of 
George B. Spearin, deceased; to the Committee on Claims. 

Also, a bill (H.R. 5776) for the relief of Fred Baker; to the 
Committee on Military Affairs. 

Also, a bill (H.R. 5777) for the relief of Robert C. Lehr; to 
the Committee on Military Affairs: 

By Mr. IMHOFF: A bill (H.R. 5778) granting an increase 
of pension to Ursula Gates; to the Committee on Invalid 
Pensions. ` 

By Mr. LEHLBACH: A bill (H.R. 5779) authorizing the 
appointment of Charles W. Albright as a warrant officer, 
United States Army; to the Committee on Military Affairs. 

Also, a bill (H.R. 5780) for the relief of Lt. H. W. Taylor, 
United States Navy; to the Committee on Naval Affairs. 

Also, a bill (H.R. 5781) authorizing Frederick W. Van- 
Duyne, colonel, United States Army, to accept the decora- 
tion of the Legion of Honor, tendered him by the Republic 
of France; to the Committee on Foreign Affairs. 

Also, a bill (H.R. 5782) for the relief of Michael Gian- 
netti; to the Committee on Claims, 933 

Also, a bill (H.R. 5783) for the relief of William H. Cham- 
bliss; to the Committee on Claims. 

LXXVI— 262 
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By Mr. MONAGHAN: A bill (H.R. 5784) for the relief 
of the Western Montana Clinic; to the Committee on Claims. 

By Mr. MONTAGUE: A bill (H.R. 5785) for the relief of 
the Butler Lumber Co., Inc., Richmond, Va.; to the Com- 
mittee on Claims. 

By Mr. PETTENGILL: A bill (H.R. 5786) for the relief 
of George N. Strike; to the Committee on Claims. 

By Mr. SANDLIN: A bill (H.R. 5787) for the relief of 
Edward W. Gcetz; to the Committee on Military Affairs. 

Also, a bill (H.R. 5788) for the relief of William Bernard 
Clancy; to the Committee on Naval Affairs. 

By Mr. THOM: A bill (H.R. 5789) granting a pension to 
Lee J. Bethel; to the Committee on Pensions. 

By Mr. CARTWRIGHT: Joint resolution (H.J.Res. 191) 
conferring upon the United States District Court for the 
Eastern District of Oklahoma the power to retain jurisdic- 
tion and to hear, try,.and give judgment in case no. 6091 
law, entitled “Charles Pope Hollingsworth against United 
States of America; to the Committee on the Judiciary. 


PETITIONS, ETC. 

Under clause 1 of rule XXII, petitions and papers were 
laid on the Clerk’s desk and referred as follows: 

1173. By Mr. CONNERY: Resolution of the City Council 
of the City of Revere, Mass., protesting contemplated reduc- 
tions in veterans’ compensation; to the Committee on 
Economy: 

1174. By Mr. CULLEN: Petition of the Warehousemen’s 
Association of the Port of New York, protesting against the 
passage by the Congress of the United States of Senate bill 
no. 158, to the enactment of any law under which a definite 
limit of the hours of any working day shall be placed; to 
the Committee on Labor. 

1175. Also, petition of the Chas..E. Wescott- Post, No. 173, 
American Legion, Bath, N.Y., protesting against the enact- 
ment into law of bill S. 583 on the grounds that it is unjust 
and discriminatory to employees who have, and still are, 
rendering faithful and efficient services to our Government; 
to the Committee on Appropriations. 

1176. Also, petition of the Phoenix Camp, No. 1, United 
Spanish War Veterans, protesting against the requirements 
of the Administrator of Veterans’ Affairs which will 
result in nullifying Executive Order and Regulation No. 12 
as promulgated March 31, 1933, upon the grounds, and for 
the reasons that the Veterans’ Administration appears to 
have exceeded the provisions of the law, are contrary to 
common sense and American sense of justice and fair play, 
are in reckless disregard of our substantial rights hereto- 
fore recognized and granted to us and to our widows and 
dependents, discriminate against us, and are ill-advised; 
all for the alleged reason and under the guise that it has 
now become necessary for the greatest Government on earth 
to eliminate and/or reduce pensions and benefits to Spanish 
War veterans now averaging 60 years of age; to the Com- 
mittee on Appropriations. 

1177. By Mr. McFADDEN: Petition of some 26 citizens of 
Mount Holly, N.J., urging the passage of the following seven 
great bills by Congress: (1) Relief for the unemployed, (2) 
to create work and prosperity, (3) the soldiers’ bonus, (4) 
helping taxpayers, (5) saving homes and farms, (6) safe 
banking facilities, and (7) automatic machinery; to the 
Committee on Labor. 

1178. By Mr. LINDSAY: Petition of Charles E. Wescott 
Post, No. 173, American Legion, Bath, N.Y., opposing Senate 
bill 583; to the Committee on World War Veterans’ Legis- 
lation. 

1179. Also, petition of World Trade League of the United 
States, Inc., New York City, concerning reciprocal tariff 
arrangements; to the Committee on Ways and Means. 

1180. By Mr. RUDD: Petition of Automobile Club of New 
York, opposing the proposed increase in the Federal gasoline 
tax to 134 cents; to the Committee on Ways and Means. 

1181. Also, petition of World Trade League of the United 
States, favoring giving the President full authority to nego- 
tiate and conclude such tariff arrangements, the exercise of 
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this authority to involve such compensatory reciprocal ad- 
vantages as the President may deem desirable in America’s 
best interest; to the Committee on Ways and Means. 

1182. Also, petition of Charles E. Westcott Post, No. 173, 
American Legion, Bath, N.Y., opposing the passage of Sen- 
ate bill 583; to the Committee on World War Veterans’ Leg- 
islation. 

1183. Also, petition of Pacific Coast Borax Co., New York 
City, opposing the passage of House bill 3759 or any similar 
bill; to the Committee on the Judiciary. 

1184. Also, petition of Rabbi Harris L. Levi, Calmud Corah 
Rechoboth, 478 New Lots Avenue, Brooklyn, N.Y., and the 
children of that school, all young citizens, protesting against 
the tragic experiences suffered by the Jews of Germany since 
March 5, and appealing to Congress to voice the protest 
of humanity against the return of any organized group to 
inhuman medieval practices; to the Committee on Foreign 
Affairs. 

1185. By the SPEAKER: Petition from the Veterans’ Na- 
tional Rank and File Convention; to the Committee on Ways 
and Means. 

1186. By Mr. THOMASON of Texas: Petition of the El 
Paso (Tex.) Chamber of Commerce, urging that highway 
construction be given favorable consideration in the execu- 
tion of the public-works program in Texas; to the Commit- 
tee on Ways and Means. 


SENATE 
THURSDAY, MAY 25, 1933 
(Legislative day of Monday, May 15, 1933) 


The Senate met at 12 o'clock meridian, on the expiration 
of the recess. 

Mr. McNARY. I suggest the absence of a quorum. 

The VICE PRESIDENT. The clerk will call the roll. 

The legislative clerk called the roll, and the following 
Senators answered to their names: 


Adams Coolidge Johnson Pope 

Ashurst Copeland Kean Reed 

Austin Kendrick Reynolds 

Bachman Couzens Keyes Robinson, Ind. 

Bailey Dale King Russell 
Dickinson La Follette Schall 

Barbour Dieterich Lewis Sheppard 

Barkley Dill Logan 

Black Duffy Lonergan Smith 

Bone Erickson Long Steiwer 

Borah Fletcher McAdoo Stephens 

Bratton Frazier McCarran Thomas, Okla 

Brown George McGill Thomas, Utah 

Bulkley McKellar Townsend 

Bulow Goldsborough McNary 

Byrd Gore Metcalf 

Byrnes Hale Murphy Vandenberg 

Capper Harrison Neely Van Nuys 

Caraway Hastings Norris Wagner 

Carey Hatfield Nye Waish 

Clark Hayden Overton Wheeler 

Connally Hebert Patterson White 


Mr. LEWIS. I wish to announce the absence of the Sen- 
ator from Arkansas [Mr. Rosrnson] for the day on official 
business. 

The VICE PRESIDENT. Eighty-eight Senators have an- 
swered to their names. A quorum is present. 

MESSAGE FROM THE HOUSE 


A message from the House of Representatives, by Mr. Hal- 
tigan, one of its clerks, announced that the House had 
passed the bill (S. 1094) to provide for the purchase by the 
Reconstruction Finance Corporation of preferred stock 
and/or bonds and/or debentures of insurance companies, 
with amendments, in which it requested the concurrence of 
the Senate. 

The message also announced that the House had agreed to 
the report of the committee of conference on the disagree- 
ing votes of the two Houses on the amendments of the Sen- 
ate to the bill (H.R. 5390) making appropriations to supply 
deficiencies in certain appropriations for the fiscal year 
ending June 30, 1933, and prior fiscal years, to provide sup- 
plemental appropriations for the fiscal years ending June 
30, 1933, and June 30, 1934, and for other purposes; that the 
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House had receded from its disagreement to the amend- 
ments of the Senate numbered 1 and 7 to the said bill and 
concurred therein, and that the House had receded from its 
disagreement to the amendments of the Senate numbered 2 
and 14 to the said bill and concurred therein, each with an 
amendment, in which it requested the concurrence of the 
Senate. 


RETURN OF COURT RECORDS USED IN IMPEACHMENT TRIAL 


The VICE PRESIDENT. The Chair asks that the follow- 
ing order be entered returning papers used in the trial for 
the purpose of withdrawing them from the files of the 
Senate. The clerk will report the order. 

The legislative clerk read as follows: 

Ordered, That the of the Senate be, and he is hereby, 
directed to return to the clerk of the United States District Court 
for the Northern District of California the original papers filed in 
said court which were offered in evidence during the pr 
of the Senate sitting for the trial of the impeachment of Harold 
Louderback, judge of the court aforesaid. 

The VICE PRESIDENT. Is there objection? 

Mr. NORRIS. Mr. President, just a moment. I did not 
hear the reading, and before the order is entered I should 
like to inquire what it is and who offers it? 

The VICE PRESIDENT. The Chair is informed by the 
Parliamentarian that the district court in California desires 
the return of the original papers, and, therefore, the order 
has been prepared. 

Mr. NORRIS. I am only anxious to ascertain what is 
being returned. Does it include everything that was offered 
in evidence during the impeachment trial? 

The VICE PRESIDENT. It includes everything that was 
filed in evidence from the records of the district court in 
California. The order authorizes the return of those records 
to the files of that court. 

Mr. NORRIS. I have no objection to that, but there was 
other evidence that never was offered. 

The VICE PRESIDENT. os cert way e ig Pata 
record the Chair is informed. 

Mr. NORRIS. Certain returns made by 1 Louder- 
back to the assessment never were filed. Are they in the 
clerk’s possession? 

The VICE PRESIDENT. They are not included in this 
order, the Chair is informed by the Parliamentarian. 

Mr. NORRIS. Very well. 

The VICE PRESIDENT. Without objection, the order 
will be entered. 

RATIFICATION OF CHILD-LABOR AMENDMENT BY LEGISLATURE OF 
WASHINGTON 

The VICE PRESIDENT laid before the Senate a letter 
from the Governor of Washington, transmitting certified 
copy of a joint resolution adopted by the Legislature of the 
State of Washington, ratifying the proposed so-called 
“ child-labor amendment to the Constitution“, which, with 
the accompanying resolution, was ordered to lie on the table 
and to be printed in the Recorp, as follows: 

STATE OF WASHINGTON, 


OFFICE oF GOVERNOR, 
Olympia, May 19, 1933. 


The PRESIDENT OF THE SENATE OF THE UNITED STATEs, 
Washington, D.C. 

Sm: I have the honor to transmit herewith certified copy of 
Senate Joint Resolution No. 1 of the State of Washington, propos- 
ing an amendment to the Constitution of the United States, as 
follows: 

“ARTICLE — 

“ SECTION 1. The Congress shall have power to limit, regulate, 
and prohibit the labor of persons under 18 years of age. 

“Src. 2. The power of the several States is unimpaired by 
this article except that the operation of State laws shail be 
suspended to the extent necessary to give effect to legislation 
enacted by the Congress.” 


Respectfully yours, CLARENCE D. MARTIN, Governor. 


STATE OF WASHINGTON, 
; DEPARTMENT OF STATE. 
To all to whom these presents shall come: 

I, Ernest N. Hutchinson, secretary of state of the State of 
Washington and custodian of the seal of said State, do hereby 
certify that the annexed is a true and correct copy of Senate 
Joint Resolution No. 1 as received and filed in this office on the 
6th day of February 1933. 
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In testimony whereof I have hereunto set my hand and affixed 
hereto the seal of the State of Washington. Done at the capitol, 
at Olympia, this 19th day of May AD. 1933. 

[SEAL] ERNEST N. HUTCHINSON, 

Secretary of State, 


Senate Joint Resolution 1 


Whereas both Houses of the Sixty-eighth Congress of the 
United States of America, by a constitutional majority of two 
thirds thereof, did adopt a joint resolution proposing the fol- 
lowing amendment to the Constitution of the United States, 
which is in words and figures as follows, to wit: 


“ Joint resolution proposing an amendment to the Constitution 
f the United States 


“ Resolved by the 93 and House of Representatives of the 
United States of America in Congress assembled (two thirds of 
each House concurring therein), That the following article is 
proposed as amendment to the Constitution of the United States, 
which, when ratified by the legislatures of three fourths of the 
several States, shall be valid to all intents and purposes as a 
part of the Constitution: 

“ ‘ARTICLE — 
‘ SECTION 1. The Congress shall have power to limit, regulate, 
sia prohibit the labor of persons under 18 years of age. 
“*Sec, 2. The power of the several States is unimpaired by 
this article except that the operation of State laws shall be 
suspended to the extent necessary to give effect to legislation 
enacted by the Congress.’” 
Therefore be it 
Resolved by the Legislature of the State of Washington, That 
said proposed amendment to the Constitution of the United 
States of America be, and the same 5 hereby, ratified by the 
Legislature of the State of W. 
Sec. 2. That certified copies of this abia and joint resolu- 
tion be forwarded by the Governor of the State to the Secretary 
of State of the United States, to the Presiding Officer of the 
United States Senate, and to the Speaker of the House of Repre- 
sentatives of the United States, 
Adopted by the senate January 17, 1933. 
Vic MEYER, 
President of the Senate. 
Adopted by the house February 3, 1933. 
Gero, F. YANTIS, 
Speaker of the House. 


ERNEST N. HUTCHINSON, 
Secretary of State. 


THIRD DEFICIENCY APPROPRIATIONS 


The VICE PRESIDENT laid before the Senate the action 
of the House of Representatives on certain amendments of 
the Senate to House bill 5390, the third deficiency appro- 
priation bill, which was read, as follows: 

IN THE HOUSE OF REPRESENTATIVES, UNITED STATES, 
May 24, 1933. 


Resolved, That the House recede from its disagreement to the 
amendments of the Senate numbered 1 and 7 to the bil (H.R. 
5390) making appropriations to supply deficiencies in certain 
propriations for the fiscal year ending June 30, 1933, and prior 


Filed February 6, 1933, 4:50 p.m. 


fiscal years, to provide supplemental appropriations for the fiscal 
years ending June 30, 1933, and June 30, 1934, and for other 
purposes, and concur therein; 
That the House recede from its disagreement to the amend- 
ment of the Senate numbered 2 to said bill and concur therein 
with the following amendment: 
In the last line of the matter inserted by said amendment, after 
“ $8,500 , insert to be disbursed by the Sergeant at Arms of the 
House; and 
That the House recede from its disagreement to the amendment 
of the Senate numbered 14 to said bill and concur therein with 
the following amendment: 
In line 8 of the matter inserted by said amendment, after 
“ earthquake ”, insert “ fire.” 
Mr. BRATTON. I move that the Senate concur in the 
amendments of the House of Representatives to the amend- 
ments of the Senate numbered 2 and 14 to the bill. 
The motion was agreed to. 


MUNICIPAL RELIEF—PETITION OF MAYORS 


The VICE PRESIDENT. The Chair lays before the Sen- 
ate a petition from the mayors of 50 of the largest cities of 
the United States, which will be printed in the Recorp at 
this point and referred to the Committee on Finance. 

Mr. LA FOLLETTE. Mr. President, the petition referred 
to, which is signed by the mayors of 50 of the largest cities of 
the United States, has been presented to the Presiding 
Officer of the Senate and to the Chairman of the Senate 
Finance Committee. At the request of some of those who 
have signed the petition I ask unanimous consent that 
the body of the petition may be read at this point at the desk 
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by the clerk and that the list of the signatures may be 
printed in the Recorp, and that the petition may then be 
referred to the Senate Committee on Finance. 

The VICE PRESIDENT. Without objection, the petition 
will be read from the desk. 

Mr. LONG. Mr. President, would there be any objection 
to the signatures to the petition being read? I should like 
to know the names of those 50 cities. 

Mr. LA FOLLETTE. I have no objection. I should be 
glad to have them read. 

The VICE PRESIDENT. In the absence of objection, the 
clerk will read, as requested. 

The Chief Clerk read the petition and signatures, as 
follows: 


PETITION OF THE UNITED STATES CONFERENCE OF MAYORS 


To the PRESIDING OFFICER OF THE SENATE. 

To the SPEAKER OF THE HOUSE. 

To the CHAIRMAN OF THE House WAYS AND MEANS COMMITTEE. 
To the CHAIRMAN OF THE SENATE FINANCE COMMITTEE. 

We, the undersigned, being mayors of 50 of the largest cities of 
the United States and representing as we do the consensus of 
opinion of the 93 cities with a population of 100,000 and over, 
and representing 45 percent of the population of the United States, 
in conference assembled at the Mayflower Hotel in Washington, 
D.C., on this 24th day of May 1933, respectfully call your attention 
to the following preamble and resolution unanimously adopted: 

“We call to your attention a grave crisis that threatens the 
very foundation of all credit in the United States. Municipal 
credit due to inability of citizens to pay taxes, and because no 
market exists for tax certificates permits of no further borrowing. 
The banks, in fact, loan us less money to meet our needs than 
they did before the war. So far, over 1,000 local units have 
defaulted on their bonds. If municipal credit is allowed to col- 
lapse, we warn you that all faith and credit in banks and industry 
will be undermined and collapse with it. 

“Practically every city has cut its budget to the bone. We have 
learned that overreduction of budgets simply increases expendi- 
tures for poor relief out of all proportions. We have in many 
cities already cut our police and fire service and crippled our 
schools. Within a relatively short time a large additional number 
of cities will be forced to default on their bonds for the first time 
in history. 

Municipal bonds are held by banks, insurance companies, and 
trust funds, not to speak of savings accounts of widows and 
orphans, 

“In most instances local banks have completely failed in ad- 
vancing even the minimum of loans necessary. 

“The Federal Reserve banks claim their funds must be liquid 
so as to serve member banks, and are powerless in any event to 
meet more than a fraction of our needs. 

“The Reconstruction Finance Corporation is designed to loan 
money to private corporations except only for partially or wholly 
self-liquidating projects that are so few as to be inconsequential. 

“We assert that if Congress will do for municipal corporations 
what you have done and are now doing for private corporations we 
will need to ask no other consideration. The advancement of not 
to exceed $1,000,000,000 a year for not to exceed 2 years will meet 
all our needs. 

“Our private banking institutions ve methods 
come to W: and secure financial aid—not to the extent of 
millions but to the tune of billions of dollars of our taxpayers’ 
money. Railroads, insurance companies, and other fiduciary in- 
stitutions are saved by you because it is deemed wise public pol- 
icy to do so. 

“If the Congress of the United States does not at this moment 
protect our cities and the 65,000,000 people who live under our 
care and whom we must serve, then the sole responsibility for a 
collapse of democratic municipal government will lie on the door- 
steps of your body—the people’s body to whom we look for assist- 
ance 


We did not cause the economic depression. We are not respon- 
sible for the utter inability of thousands of our citizens to pay 
their taxes. We are not responsible for the 15,000,000 willing 
people who would work could they but find it. We are not re- 
sponsible for the closing of the door of legitimate credit in our 
faces. 

“This situation is nothing more than a national calamity requir- 
ing national action. Just 1 year ago many of you believed we 
were extravagant in our statements when we said people were 
destitute; today all of the $300,000,000 you provided in response to 
our demands is gone. Then we were right. We knew because we 
had to look into the faces of needy people out of work and in dire 
circumstances. 

“Now for a few millions of dollars our cities can be saved, our 
employees can be paid, our health, welfare, educational, fire, and 
police services can be continued, our credit can be maintained, and 
we can be tided over the most serious emergency that has ever 
confronted the American cities. 

“If this is not done, we warn you that the collapse of municipal 
credit will ultimately affect the entire credit structure of the 
country, including the credit of the United States Government. 
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“We therefore inform you, since you alone can afford a remedy to 
prevent the rapidly approaching collapse of city government, that 
we shall not be charged with neglect in failing to apprise you of 
the facts or that you shall fail to share your just portion of 

nsibility. 

“ We therefore recommend that the Reconstruction Finance Cor- 
poration Act be amended at this session to authorize the purchase 
of or loans upon tax anticipation or tax delinquency certificates 
or notes of municipalities and public bodies issuing the same in 
the ratio of 75 percent of the 1933 or current taxes and 50 percent 
of past due outstanding taxes or delinquencies and on such plans 
as State-debt limitations will not be exceeded. These securities 
have back of them the full faith and credit of our cities. 

“If your reason for refusing us this remedy be, as alleged by 
some, that the credit of the Federal Government will be impaired, 
then we insist that you amend the National Industrial Recovery 
Act which you are soon to consider or any other pending measure, 
so that the Comptroller of the Currency be directed to accept our 
legal municipal bonds and our tax certificates as a basis of an issue 
of an equal amount of bank notes and their delivery to us. This 
is a privilege you now extend to national and Federal Reserve 
banks. What excuse may be offered for not extending this privi- 
lege to cities? 

“We hereby also inform you that the present public-works bill 
now before Congress will not serve its purpose if you do not take 
the above action. Practically no city is in a posttion to issue 
bonds for these proposed construction projects when it is abso- 
lutely impossible to secure funds to finance current operations. 
If this Congress is looking to the cities to embark upon large 
works programs with the incentive of a 30-percent direct grant, 
then your body will be disappointed. Many are already bonded up 
to their constitutional debt limits now, and you expect us to issue 
additional bonds and thus plunge us into further financial difi- 
culties. 

Our only opportunity for fulfilling our share in a great national 
movement to put people back to work, with which we are in hearty 
accord, is dependent upon adoption of the above proposals; and, 
second, to completely liberalize this bill now before you. Not only 
must the Federal Government increase the present 30-percent pro- 
vision but repayments, payments of principal and interest on bonds 
issued by us should not begin until January 1, 1936. The act 
should specifically provide for the purchase of the bonds against 
the balance of the cost of municipal projects. 

“Any failure on your part to act at this session will mean 
solemn opinion chaos in most cities. 

“With this attending collapse of credit there comes all the 
attending evils of governmental breakdown. The failure of muni- 
cipalities to provide proper police protection and adequate fire 
defense means disaster to every American home. The additional 
failure to safeguard our health and sanitation means to revert to 
the deprivations and hardships of our grandfathers. 

“The sole question is, Will you assist our people in their hour 
of greatest need? 

Respectfully submitted by executive committee of United States 
Conference of Mayors. 

James M. Curley, mayor of Boston, Mass.; Daniel W. Hoan, 
mayor of Milwaukee, Wis.; T. S. Walmsly, mayor of New 
Orleans, La.; Oscar F. Holcombe, mayor of Houston, Tex.; 
James E. Dunne, mayor of Providence, R.I.; John P. 
Mahoney, Jr., city solicitor of Lawrence, Mass., repre- 
senting William P. White, mayor of Lawrence, Mass.; 
E. T. Buckingham, mayor of Bri , Conn.; Thomas 
Williams, mayor of Elizabeth, N.J.; Joseph F. Loehr, 
mayor of Yonkers, N.Y.; Walter G. C. Otto, mayor of 
Somerville, Mass.; F. Thorne, superintendent De- 
partment of Public Welfare, Bridgeport, Conn.; Louis 
Marcus, mayor of Salt Lake City, Utah; Lawrence J. 
Fenelon, senior assistant attorney, Sanitary District of 
Chicago, III.; Herbert Fallon, budget director, Baltimore, 
Md.; John D. Karel, mayor of Grand Rapids, Mich,; 
Watkins Overton, mayor, Memphis, Tenn.; Hilary House, 
mayor, Nashville, Tenn.; Percival D. Oviatt, mayor of 
Rochester, N. T.; Ed. Hall, mayor of Chattanooga, Tenn.; 
John Milton, Jersey City, N.J.; Frank Hague, mayor of 
Jersey City, N.J.; John T. O'Connor, mayor of Knoxville, 
Tenn.; Neil Bass, city Knoxville, Tenn.; Charles 
A. Walschmidt, city solicitor, Pittsburgh, Pa.; Edward G. 
Long, director Department of Public Works, Pittsburgh, 
Pa.; C. K. Quinn, mayor of San Antonio, Tex.; J. Fred 

mayor of Lynn, Mass.; Walter F. Fitzpatrick, 
city treasurer of Providence, R.I.; C. A. Reardon, secre- 
tary Board of Street Commissioners, Boston, Mass.; 
George W. Hardy, Jr., mayor of Shreveport, La; Edward 
W. Lee, director of revenue and finance, representing 
Hon. George B. LaBarre, of Trenton, N.J.; Sewall Myer, 
city attorney, Houston, Tex.; Burnett R. Maybank, mayor 
of Charlestown, S.C.; Reginald H. Sullivan, mayor of 
Indianapolis, Ind.; R. O. Johnson, mayor of Gary, Ind.: 
J. Leo Sullivan, mayor of Peabody, Mass.; G. D. Fair- 
trace, city manager, Fort Worth, Tex., representing Wil- 
liam Bryce, mayor; R. E. L. Chancey, mayor of Tampa, 
Fla.; C. Nelson Sparks, mayor of Akron, Ohio; Meyer C. 
Ellenstein, mayor of Newark, N.J.; James Seccombe, 
mayor of Canton, Ohio; William J. Hosey, mayor of Fort 
Wayne, Ind.; Walter J. Mackey, attorney, financial ad- 
viser to mayor of Canton, Ohio; Mark E. Moore, mayor 
of Youngstown, Ohio; Ray T. Miller, mayor of Cleveland, 


in our 
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Ohio; Mr. Lamb, director of finance, Cleveland, Ohio; 
John C. Mahoney, mayor of Worcester, Mass.; A. Q. 
Thacher, mayor of Toledo, Ohio; Charles Slowey, mayor 
of Mass.; G. T. Jones, mayor of Birmingham, 
Ala.; E. J. Kelly, mayor of Chicago (by telegram); S. F. 
Swively, mayor of Duluth (by telegram); Henry W. 
Worley, mayor of Columbus, Ohio (by telegram). 

The VICE PRESIDENT. The petition will be referred to 
the Committee on Finance. 

Mr. COPELAND. Mr. President, the petition just read 
calls attention to a.very serious condition in our country. 
It was serious when we first considered the Reconstruction 
Finance Corporation Act. At that time I offered an amend- 
ment permitting loans to cities. This received a consider- 
able number of votes in the Senate, but not enough to bring 
about its adoption. 

I assure you, Mr. President, that conditions in municipali- 
ties and in counties are serious indeed. I was home last 
week, and while there drove over to the county seat of 
Rockland County, which is a small but well-to-do county. 

I talked with the county treasurer. The authorities have 
just finished their tax collections. I was shocked to learn 
that 40 percent of the taxes assessed against property in 
that county are unpaid—40 percent—almost one half of the 
taxes unpaid! 

A similar condition exists in the cities. In consequence 
the municipal operations, the ordinary functions of city and 
county government, are breaking down. As the petition 
points out, those things which we have come to regard as 
fundamental, such as fire protection, police protection, 
health protection, are being hampered. In consequence of 
the necessities of the various divisions of government it has 
been necessary to do away with many of the activities which 
we have come to regard as essential. 

I am not sure just how far we can go in the Congress in 
the relief of the situation. But if we are actually conscien- 
tious and honest in our statement that we believe there is 
an economic upturn in the country—and I believe that is 
true—we ought to extend such aid as we can to the cities 
and counties during the period of reconstruction. I hope, 
Mr. President, we may find it possible to grant the request 
of these mayors and to do what they have proposed. 

I have had the feeling, and expressed it 2 years ago when 
we had the bill up originally, and I repeat it now, that 
there has not been that hearty cooperation on the part of 

| the banks with the authorities in the various communities 
that there should have been. 

We have gone far out of our way to provide resources for 
our banks. We have placed at their disposal tremendous 
sums of money. But I have the feeling that in many in- 
stances they have failed to do their part; for example, in 
the relief of municipal distress and the official distress of 
those in charge of the various divisions of government. I 
think we may well afford to give serious thought to the peti- 
tion which has been presented. 

Mr. McKELLAR. Mr. President, will the Senator yield? 

The VICE PRESIDENT. Does the Senator from New 
York yield to the Senator from Tennessee? 

Mr. COPELAND. Certainly. 

Mr. McKELLAR. If the railroads, the banks, the insur- 
ance companies, the mortgage companies, and others that 
we selected for the purpose of borrowing from the Recon- 
struction Finance Corporation had been able to get the 
money from the banks, of course, there would have been no 
necessity for establishing the Reconstruction Finance Cor- 
poration. It was done because those institutions petitioned 
us and told us they could not get the money from the banks. 

Now, it is true that the cities cannot get money from the 
banks. If we pity the railroads, and the banks, and the 
insurance companies, why should we be denying the same 
treatment to the cities and counties, and to other people, 
for that matter? It will be remembered that when the 
present Vice President was a Member of the House and 
Speaker of that body he was the author of a bill that allowed 
loans to be made generally—in other words, to furnish the 
people with credit facilities. He was very greatly taken to 

task. I am of the opinion that if we loan to one class of 
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our citizens, the Government ought, in fairness, to lend to 
all classes of our citizens. 

Mr. COPELAND, I think the Senator is right. Yet I am 
in full accord with what we have done in the way of helping 
the banks and the railroads and the insurance companies. 
We had to do that. I have no criticism to offer of the relief 
we have extended in those directions. But I repeat that in 
my opinion the local banks have not been—I do not like to 
use the word “ generous”, but they have not been fair with 
the municipalities. They have imposed burdens upon mu- 
nicipalities in the way of high rates of interest and condi- 
tions imposed that have been almost impossible for the 
officials to carry out. But we cannot permit these local 
divisions of government to break down. 

To my mind one of the most distressing things of the 
economic situation is what has happened to the schools of 
America. We have boasted in America that the pupil of 
the school is the cornerstone of our national idealism and 
of our national life, and yet we find schools everywhere 
under the necessity of shortening their terms. I think I 
read that Chicago has recently determined that it will 
shorten the term of school this year 2 or 3 weeks in order 
that that money may be saved. We cannot permit this to 
go on. I remember that the ordinance of 1787 stated that 
„religion, morality, and knowledge being necessary to good 
government and the happiness of mankind, schools and the 
means of education shall forever be encouraged.” I think 
I have correctly quoted that immortal document. 

Yet we find in various municipalities and other political 
units schools are being closed because of the inability of 
those communities to cash in on the taxes assessed. I am 
not sure how far we can go to relieve the situation, but I 
am confident we should go as far as we possibly can. We 
must do this in order that municipal and county govern- 
ments shall not break down and that the schools may be 
maintained. Because of this feeling I have listened with the 
greatest interest to the reading of the petition. 

Mr. WALSH. Mr. President, I desire to supplement what 
the Senator from New York has said in connection with the 
petition of the mayors of the cities of this country, and to 
say that I express the hope that the Finance Committee 
may give prompt attention to this very serious problem. 
The Senator from New York has not éxaggerated the situa- 
tion in the least. 

The mayor of the city of Boston has been one of the 
leaders in this movement for organizing the mayors to bring 
this important problem to the attention of the Federal Gov- 
ernment; and I know that the mayors of all the cities of 
Massachusetts are very much interested in having some- 
thing done to prevent the economic collapse with which 
many of our cities are faced by reason of their inability to 
collect taxes upon real estate and meet the tremendous 
increase in their welfare appropriations. A conference 
between the governors of the several States and the Presi- 
dent would be helpful in suggesting what the Federal Gov- 
ernment should and can do in cooperation with the States 
to help the credit of our cities. 


PETITIONS AND MEMORIALS 


The VICE PRESIDENT laid before the Senate the follow- 
ing joint resolution of the Legislature of the State of Wis- 
consin, which was referred to the Committee on Finance: 


Srarn or WISCONSIN. 
Joint resolution relating to 2 payment of the soldiers’ bonus 


Whereas under the economy bill passed by Congress the pay- 
ments to veterans have been reduced by not less than $432,000,000, 
in addition to which the Federal Government is now contemplat- 
ing a reduction of $35,000,000 in the appropriation for veterans’ 
administration; and 

Whereas this last action, according to National Commander Louis 
A. Johnson, of the American Legion, will add to the many thou- 
sands of disabled veterans who have been cut off from all disability 
aid, 6,000 more veterans who are employed in the field offices of 
the Veterans’ Administration, plus many more disabled veterans 
who have been getting lodging and a small wage for light work at 
hospitals and veterans’ homes; and 

Whereas in the Soldiers’ Bonus Act of 1924, the United States 
Government promised the men who served this country during 
World War at a wage of $1 per day, that the pecuniary losses 
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which they sustained through this service would be partially com- 
pensated, but this debt, due and owing now for 9 years, still 
remains unpaid; and 

Whereas under the leadership of President Roosevelt the country 
is now embarking on a policy of stimulating business recovery 
through the expansion of the currency; and 

Whereas immediate payment of the soldiers’ bonus in cash 
would not only save many veterans whose disability allowances 
have been taken from them from becoming public charges, but 
would fall in line with the President’s policy of expanding the 
currency and would stimulate the revival of business activity: 
Therefore be it 

Resolved by the senate (the assembly concurring), That the 
Legislature of Wisconsin hereby respectfully memorializes the 
Congress of the United States to enact legislation for the imme- 
diate payment in cash of the soldiers’ bonus promised to veterans 
in 1924, such payment to be made in new currency, which through 
this method will come into general circulation; be it further 

Resolved, That properly attested copies of this resolution be sent 
to both Houses of the Congress of the United States and to each 
Wisconsin Member thereof. . 

O N. 


Speaker of the Assembly. 
JohN J. SLOCUM 
Chief Clerk of the Assembly. 
Tuomas J. O'MALLEY, 
3 of the Senate. 


Chief Clerk of the Senate. 


The VICE PRESIDENT also laid before the Senate a letter 
from Hugh Lee Kirby, of New York City, N.Y., transmitting 
a draft of proposed legislation designed to relieve the depres- 
sion, creating a new financial structure for the United 
States, guaranteeing all money issued, whether it be gold, 
silver, or paper, etc., which, with the accompanying paper, 
was referred to the Committee on Banking and Currency. 

He also laid before the Senate telegrams in the nature of 
memorials from the Allendale Veneer Co., by C. P. Moore, 
and from sundry other citizens, all of Allendale, S.C., remon- 
strating against the imposition of an additional Federal tax 


on gasoline, which were referred to the Committee on 


Finance. 

He also laid before the Senate resolutions adopted by the 
Lions Club of Galveston and members of the East Texas 
Division, Texas Good Roads Association, all in the State of 
Texas, endorsing the program of President Roosevelt and 
favoring inauguration of a public-works program providing 
unemployment relief through the construction of roads in 
the State of Texas, which were referred to the Committee on 
Finance. 

He also laid before the Senate resolutions adopted by the 
executive committee of the Chamber of Commerce of the 
State of New York, favoring the imposition of special taxes 
to take care of interest and sinking-fund expenditures under 
the proposed industrial control bill, and opposing the appli- 
cation of normal income-tax rates to incomes from corpora- 
tion dividends for such purpose, and recommending that the 
additional revenue necessary to meet the expenditures be 


raised by means of a sales tax, which were referred to the 


Committee on Finance. 

He also laid before the Senate a resolution adopted by the 
board of directors of the Laundryowners National Associa- 
tion of the United States and Canada, at Joliet, Ill., favoring 
the passage of legislation to inaugurate a program of intra- 
industry cooperation through established national trade as- 
sociations, which was referred to the Committee on Inter- 
state Commerce. 

He also laid before the Senate a letter in the nature of a 
memorial from R. E. Poole, of Alexandria, La., endorsing 
Hon. Hury P. Lone, a Senator from the State of Louisiana, 
and remonstrating against a senatorial investigation of his 
alleged acts and conduct, which was referred to the Com- 
mittee on the Judiciary. 

Mr. KEAN presented a telegram from F. S. Albright, city 
clerk of Camden, N.J., embodying a resolution adopted by the 
Board of Commissioners of the City of Camden, N.J., favoring 
amendment of the Reconstruction Finance Corporation Act 
so that that Corporation may be authorized to loan munici- 
palities 75 percent upon estimated tax income for the year 
1933, and 50 percent on 1932 tax delinquencies upon tax- 
anticipation bonds, etc., which was referred to the Commit- 
tee on Banking and Currency. 
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He also presented telegrams in the nature of memorials 
from J. H. Bacheller, president of the Fidelity Union Trust 
Co., of Newark; Kelley Graham, president the First National 
Bank of Jersey City; and William J. Couse, president Asbury 
Park National Bank & Trust Co., all in the State of New 
Jersey, remonstrating against the passage of legislation pro- 
viding guarantee of bank deposits, which were referred to 
the Committee on Banking and Currency. 

Mr. TYDINGS presented a joint resolution adopted by the 
Legislature of the State of Maryland, memorializing Congress 
to enact House Joint Resolution 191, commemorating the 
one hundred and fiftieth anniversary of the naturalization 
as an American citizen in 1783 of Brig. Gen. Thaddeus 
Kosciusko, a hero of the Revolutionary War, by issuing 
special series of postage stamps in his honor, which was 
referred to the Committee on Post Offices and Post Roads. 

(See joint resolution printed in full when laid before the 
Senate by the Vice President on the 20th instant, p. 3797, 
CONGRESSIONAL RECORD.) 

Mr. COPELAND presented a resolution adopted by Gun 
Hill Post, No. 271, Veterans of Foreign Wars of the United 
States, of the Bronx, New York City, N.Y., favoring recon- 
sideration of the Executive orders and regulations relative to 
hospital and domiciliary care of veterans, which was referred 
to the Committee on Finance. 


GREAT LAKES-ST. LAWRENCE DEEP WATERWAY TREATY 


Mr. COPELAND. Mr. President, I ask that there may be 
inserted in the Record resolutions adopted by the Cleveland 
Chamber of Commerce in opposition to the ratification of 
the Great Lakes-St. Lawrence Deep Waterway Treaty. I do 
this because this body has taken pains to investigate very 
thoroughly all the arguments used in favor of the treaty. 
Likewise it has outlined its own opposition founded upon 
studies made by the chamber in opposition to the treaty. 

I ask that the resolutions may be printed in the RECORD 
and lie on the table. 

There being no objection, the resolutions were ordered to 
lie on the table and to be printed in the Recorp, as follows: 


THe CLEVELAND CHAMBER OF COMMERCE, 
May 20, 1933. 
Hon. Rox S. COPELAND, 
United States Senate, Washington, D.C. 

Dear Sm: As a matter of information I enclose herewith a copy 
of a resolution urging opposition to ratification of the Great Lakes- 
St. Lawrence Waterway Treaty, adopted by the board of directors 
ot the Cleveland Chamber of Commerce May 17. 

Yours very truly, 
Prank H, Barr, 
Transportation Commissioner. 


Whereas there is now pending in the Senate of the United 
States a treaty providing for the construction and operation by 
the United States and Canada of the Great Lakes-St. Lawrence 
waterway; and 

Whereas the board of directors of the Cleveland Chamber of 
Commerce, desiring its study of this subject to be made from the 
broadest possible standpoint, assigned that study to several of its 
most important committees—the manufacturers committee, the 
river and harbor committee, the tion committee, the 
foreign trade committee, and the committee on American merchant 
marine; and 

Whereas these committees, viewing the subject not merely from 
the point of view of Cleveland but more broadly from the point of 
view of the industrial region of the Great Lakes, and from the 
Rave of view of its great shipping and transportation interests, 

ye made careful reports on this subject to the board of directors; 


3 the great majority of the membership of these com- 
mittees signed reports to the directors adverse to the ratification 
of the treaty, and a small minority only signed reports favorable 
to the ratification of the treaty: 

Resolved, That the board of directors of the Cleveland Chamber 
of Commerce finds the arguments in favor of ratification to be 
stated as follows: 

(1) It is urged that, though present conditions clearly do not 
show a sufficient volume of probable traffic to and from Cleveland 
to justify heavy expenditures on a deep waterway, our future 
foreign trade may justify its construction. f 

(2) Savings in freight charges, particularly on exported wheat, 
will be of substantial advantage to agriculture and some industries. 

(3) It is suggested that opposition to ratification might ad- 
versely affect Cleveland's position with the Federal Government in 
connection with harbor-improvement appropriations. 

(4) Failure on the part of the Senate of the United States to 
ratify a treaty now signed may possibly have an adverse effect on 
some of our foreign relations. 
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(5) Continued enforcement of Federal provisions against Chi- 
cago’s diversion of water from the Great Lakes would be more 
adequately safeguarded; and 

Resolved, That the board of directors finds the arguments 
opposed to ratification to be stated as follows: 

(1) The cost of the project to the United States, arising from 
the navigation features alone, on a conservative estimate, will be 
not less than $300,000,000. As it is contemplated that the use of 
the waterway shall be free, it cannot be self-sustaining, and its 
capital and operating costs must be paid out of the Public Treas- 
ury. Not only is it obvious that no such expenditure should be 
undertaken under present conditions but no national program of 
economy can be made successful if future commitments of this 
sort are to be made. The expense involved would constitute a 
subsidy to whatever interests can make use of the waterway, with 
the expense being met by the general public. 

It is pointed out that the expense to the United States not only 
will constitute a subsidy to certain interests but that those inter- 
ests will be largely foreign. At least 60 percent of the grain 
making use of the waterway would be of Canadian origin and it 
appears certain that this percentage will increase. To the extent 
that ship operators may be benefited, the subsidy will go to for- 
eign ships for reasons shown below. The foreign consumer of 
exported products, particularly grain, will receive some if not 
most of the possible transportation savings, and producers in for- 
eign countries will be able to use transportation savings to 
increase their sales in the United States. 

(2) The water-power features of the project, the cost of which 
is not included in the estimate made above, will be of limited ben- 
efit, for modern steam-power plants have so reduced costs that it 
is impossible that water power can be distributed from St. Law- 
rence River plants to areas of greatest power consumption. The 
production of water power on the proposed waterway will not be 
self-sustaining for years, probably until unforeseen industrial 
development near the proposed plants takes place. Such develop- 
ment would be, to some extent at least, competitive with Cleveland 
and every other industrial center. Its furtherance through gov- 
ernmental expenditures. would be a most unjustifiable subsidy. 

(3) A study of present traffic and future possibilities is conclu- 
sive that there is no vital need of the deep waterway and that its 
construction would not be followed by the entrance of fleets of 
great ocean liners into harbors of the Great Lakes. In fact, only 
a revolutionary change in manufacture and the processes of dis- 
tribution could result in the establishment of any substantial and 
regular shipping schedules between the Great Lakes and foreign 
ports. Such support as the project has received in Cleveland is 
based almost entirely on future hopes and not at all on any 
definite showing of present or future needs. 

(4) Savings in transportation charges urged by supporters of 
the waterway have been exaggerated in amount and misconceived 
in effect. It has been urged that the farmers will benefit to the 
extent of from 6 to 10 cents per bushel by reason of increased 
prices resulting from reduced transportation costs to world mar- 
kets. In the first place, the amount of possible saving must come 
out of costs by existing agencies, and during the past season the 
cost of moving grain from the head of the Lakes to the seaboard 
has been less than 6 cents, so that, unless ocean ships are to be 
expected to make the inland journey for less than nothing, there 
could have been no saving of 6 cents, to say nothing of 10. Even 
under higher lake and canal charges it is impossible to arrive at 
sound figures which would indicate a saving of as much as 6 
cents. Even when the amount of the saving is ascertained, the 
problem remains as to whether it would be reflected in prices on 
the farm or be absorbed by foreign consumers and ships. In a 
buyer’s market such as that of the past few years it is entirely 
probable that the saving would be reflected in lower world prices 
and not in increases for the American farmer. 

Savings to Cleveland shippers have been generally over-esti- 
mated, and, whatever they may be, they are subject to reduction 
by reason of losses through slower movement, lesser frequency of 
service, higher insurance rates, etc., than prevail in connection 
with present available routes. At any rate, no allegation of sav- 
ing in transportation costs appears in support of the waterway 
in the committee reports. 

(5) Construction of the waterway will increase foreign compe- 
tition in certain important respects. Competition from foreign 
countries having low wage scales is already being met in our sea- 
port cities in such commodities as iron ore, pig iron, wire and wire 
goods, copper, coal, lumber, pigments, and petroleum products. 
Cleveland is interested in all of these and the same competitive 
developments would follow the free movement of foreign-registry 
vessels through a deep waterway such as that proposed. 

The case of coal is cited particularly, for the reason that it can 
be definitely shown, and its effects are so broad. About 6,000,000 
tons of bituminous coal are annually moved via Lake Erie ports 
to Canada, a highly desirable business for the suffering coal in- 
dutry of this general area, worth-while traffic for our railroads, 
and excellent return tonnage for the lake fleet. The construction 
of the waterway would permit the through movement of Welsh 
and Nova Scotian coals to the joint injury of the mines, rail- 
roads, and lake carriers of the United States. 

Similar adverse influences upon the interests of this country 
can be shown as probable in connection with other commodities, 

(6) Present modes of service will be injured by the construc- 
tion of the new route just to the extent that it may prove useful. 
If it moves little or no traffic it will not seriously injure the rail- 
roads nor the Lake carriers, but it should not be built unless it 
does cairy a large tonnage. If it does divert a large amount of 
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business, the railroads and the present Lake fleet will be the 
losers. The Federal Government has attempted to prevent finan- 
cial collapse of the railroads by extending its credit to them. To 
spend additional sums on a competing agency which will tend to 
make the security for railroad loans less valuable would be a 
doxical move. Moreover those communities which do not 
ve access to the waterway would find their rail service weakened 
as the result of Government expenditures made to benefit other 
localities. 

(7) It is apparently quite certain that serious injury would re- 
sult to the lake carriers. They are today operating under the 
best labor conditions and the highest wage scale for maritime 
service in the world. Their costs are such that they cannot pos- 
sibly compete with foreign registry vessels which could under- 
take service into and from the lakes. A part of their present 
traffic in grain would be diverted to through ocean vessels, not 
under the flag of the United States, and part of the coal tonnage 
now used to balance the downward movement of ore and grain 
would be taken away by the direct entry of Welsh and Nova 
Scotian coal into the western Canadian market. 

(8) No consideration has yet been given to the cost of harbor 
and shore terminal construction which would be necessary before 
the proposed waterway would be of any particular benefit to the 
city of Cleveland. Whatever the public cost would be, it would 
certainly be more than either the city, county, State, or Na- 
tional Government could afford; and no private sources have been 
discovered from which the funds could be raised. 

(9) The lack of present demand for through movement, men- 
tioned above, is evidenced by the complete failure of three at- 
tempts to establish such service through existing facilities. One 
of these three attempts was supported by the fact that inbound 
cargoes of foreign rails actually did move to a port on Lake Erie, 
and only return tonnage was needed to assure success, 

Therefore be it 

Resolved by the board of directors of the Cleveland Chamber 
of Commerce, That its action be recorded in opposition to the 
ratification of the Great Lakes-St. Lawrence Waterway Treaty by 
the Senate of the United States. 

Adopted May 17, 1933, Cleveland, Ohio. 


FEDERAL AID IN MUNICIPAL FINANCING 


Mr. BARBOUR. Mr. President, I ask unanimous consent 
for printing in full in the Recorp and the appropriate refer- 
ence of the resolution adopted by the Board of Commis- 
sioners of the City of Camden, N.J., requesting legislation 
to assist municipal financing. 

There being no objection, the telegram was referred to 


the Committee on Banking and Currency and ordered to be 
printed in the Recorp, as follows: 


CAMDEN, NJ., May 24, 1933. 
Hon. W. WARREN BARBOUR, 
Senate Office Building, Washington, D.C.: 

The following resolution was adopted today by the Board of 
Commissioners of the City of Camden: 

“Be it resolved by the Board of Commissioners of the City of 
Camden, N.J., That the President of the United States, the Senate 
and House of Representatives in Congress assembled, be requested 
to amend the Reconstruction Finance Corporation law so that 
the Reconstruction Finance Corporation may be authorized to 
loan municipalities 75 percent upon estimated tax income for the 

1933 and 50 percent on 1932 tax delinquence upon tax- 
anticipation bonds; and be it further 

“ Resolved, That the President of the United States, the Senate 
and House of Representatives in Congress assembled, be requested 
to amend the public works bill to allow the Government to loan 
70 percent of the total upon bonds to be redeemed over a period 
of years after the present depression is over; and be it further 

“ Resolved, That a telegraphic copy of this resolution be for- 
warded to the President of the United States, the Senate and 
House of Representatives in Congress assembled, to the two 
United States Senators from the State of New Jersey, and to the 
Congressman front the First Congressional District of the State of 
New Jersey.” 2 

F. S. Ausricut, City Clerk. 


REPORTS OF COMMITTEES 


Mr. SMITH, from the Committee on Agriculture and For- 
estry, to which was referred the joint resolution (S.J.Res. 
54) limiting the operation of sections 109 and 113 of the 
Criminal Code, reported it without amendment. 

Mr. WHEELER, from the Committee on Indian Affairs, to 
which was referred the resolution (S. Res. 79) authorizing an 
additional expenditure in connection with a general survey 
of Indian conditions in the United States, reported it with- 
out amendment, submitted a report (No. 94) thereon, and 
moved that the resolution be referred to the Committee to 
Audit and Control the Contingent Expenses of the Senate, 
which was agreed to. 
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BILLS INTRODUCED 

Bills were introduced, read the first time, and, by unani- 
mous consent, the second time, and referred as follows: 

By Mr. McNARY: 

A bill (S. 1763) for the relief of Noah C. Dugan; to the 
Committee on Military Affairs. 

By Mr. NEELY: 

A bill (S. 1764) granting a pension to Ella A. Barker; to 
the Committee on Pensions. 

By Mr. TYDINGS: 

A bill (S. 1765) for the relief of Herbert J. Myers; to the 
Committee on Claims. 

By Mr. BYRNES: 

A bill (S. 1766) to provide for organizations within the 
Farm Credit Administration to make loans for the produc- 
tion and marketing of agricultural products, to amend the 
Federal Farm Loan Act, to amend the Agricultural Market- 
ing Act, to provide a market for obligations of the United 
States, and for other purposes; to the Committee on Bank- 
ing and Currency. 

By Mr. JOHNSON: 

A bill (S. 1767) for the relief of the Wells Fargo Bank & 
Union Trust Co., successors to the Union Trust Co., of San 
Francisco, Calif.; to the Committee on Claims. 

A bill (S. 1768) to authorize the acceptance of certain 
lands in the city of San Diego, Calif., by the United States, 
and the transfer by the Secretary of the Navy of certain 
other lands to said city of San Diego; to the Committee on 
Naval Affairs. 

By Mr. WHEELER: 

A bill (S. 1769) to provide for the more efficient admin- 
istration of the Indian Service, and for other purposes; to 
the Committee on Indian Affairs. 

By Mr. ROBINSON of Indiana: 

A bill (S. 1770) for the relief of James E. Emison; to the 
Committee on Military Affairs. 

A bill (S. 1771) granting a pension to Effie Howard; to the 
Committee on Pensions. 

By Mr. WHEELER: 

A bill (S. 1772) for relief of the Western Montana Clinic, 
Missoula, Mont.; to the Committee on Indian Affairs. 

By Mr. DIETERICH and Mr. LEWIS: 

A bill (S. 1773) authorizing the State of Illinois to abandon 
the Illinois and Michigan Canal in Illinois, and to grant to 
the State of Illinois all right, title, and interest of the 
United States in and to the land comprising the right of 
way of the Illinois and Michigan Canal, as the same was 
routed and constructed through the public lands of the 
United States in the State of Illinois, pursuant to the act 
of Congress of the United States of March 2, 1827, and in 
and to the 90 feet of land on each side of said canal, vested 
in the State of Illinois, pursuant to the act of Congress of 
the United States of March 30, 1822; to the Committee on 
Commerce. 

AMENDMENT TO THE BANKING BILL 

Mr. LOGAN submitted an amendment intended to be 
proposed by him to Senate bill 1631, the banking bill, which 
was ordered to lie on the table and to be printed. 

EMERGENCY RELIEF OF RAILROADS—AMENDMENT 

Mr. BLACK submitted an amendment intended to be pro- 
posed by him to Senate bill 1580, the railroad emergency 
relief bill, which was ordered to lie on the table and to 
be printed. 

AMENDMENT OF FEDERAL RESERVE ACT 

Mr. DIETERICH submitted an amendment intended to be 
proposed by him to the bill (S. 1539) to amend section 13 
of the Federal Reserve Act, as amended, with respect to re- 
discount powers of Federal Reserve banks, which was re- 
ferred to the Committee on Banking and Currency and 
ordered to be printed. 

INVESTIGATION OF HOUSING CONDITIONS IN THE DISTRICT 

Mr. CAPPER submitted the following resolution (S.Res, 
86), which was referred to the Committee on the District of 
Columbia: 
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Resolved, That the Public Utilities Commission of the District of 
Columbia is hereby directed and empowered to investigate all facts 
relating to the cost and character of housing in rented premises 
in the District of Columbia; and be it further 

Resolved, That for the purpose of executing this direction the 
records and 
accounts in the same manner as provided for the performance of 
the duties of the said Commission with respect to public utilities; 
and be it further 

Resolved, That the said Public Utilities Commission shall pre- 
pare a full and comprehensive report of the matters investigated 
under the terms of this resolution and shall transmit the same 
to the President of the Senate of the United States on or before 
January 30, 1934. 


PAYMENT FOR SERVICES RENDERED TO DISTRICT ATTORNEY FOR 
NEBRASKA 


Mr. NYE submitted the following resolution (S.Res. 87), 
which was referred to the Committee to Audit and Control 
the Contingent Expenses of the Senate: 

Resolved, That the Secretary of the Senate hereby is authorized 
and directed to pay from the appropriation for expenses of inquiries 
and investigations, contingent fund of the Senate, fiscal year 1932, 
to the following-named persons the amounts hereinafter men- 
tioned for professional and other services rendered during the 
fiscal year 1932 in assisting the United States district 8 for 
Nebraska in the matter of the United States against Victor Sey- 
mour, arising from an indictment for perjury before the special 
committee of the Senate investigating contributions and expendi- 
tures of senatorial candidates, under authority of resolution of 
April 10, 1930, to wit: John Andrews, 6200; William M. Day, $160; 
Frank Healy, $750. 


MESSAGES FROM THE PRESIDENT 


Messages in writing from the President of the United 
States were communicated to the Senate by Mr. Latta, one 
of his secretaries. 


RECOGNITION OF SENATORS 
Mr. ROBINSON of Indiana and Mr. GLASS addressed the 


Chair. 

The VICE PRESIDENT. The Senator from Virginia. 

Mr. ROBINSON of Indiana. Mr. President, I should like 
to direct an inquiry to the Chair. Is it the policy of the 
Chair to substitute the House rules for the Senate rules? 
I was on my feet and looked directly at the Chair and the 
Chair looked directly at me minutes before anybody else 
asked for recognition. I have been trying to secure recogni- 
tion ever since and the Chair deliberately ignores me. Now, 
is it the policy of the Chair to do that? That is what I 
want to know. 

The VICE PRESIDENT. It is the policy of the Chair to 
recognize the Senator who is in charge of the legislation 
pending before the Senate. The banking bill is the unfin- 
ished business; the Senator from Virginia asked recognition 
and the Chair recognized him. 

Mr. ROBINSON of Indiana. That is contrary to the rule 
of the Senate and I insist that the rules of the Senate be 
adhered to. 

The VICE PRESIDENT. The Senator can appeal from 
the ruling of the Chair in recognizing the Senator from 
Virginia if he so desires. 

Mr. ROBINSON of Indiana. Mr. President, I shall not 
appeal from the ruling of the Chair, but the rules are there 
and the Chair should enforce the rules, and I hope the 
Senate will be fair enough to see that they are enforced. 

The VICE PRESIDENT. The Chair desires to be per- 
fectly fair with every Member of the Senate, but it does 
seem to the Chair that it is his duty to recognize the Sen- 
ator in charge of legislation that is pending before the 
Senate as the unfinished business. Therefore, the Chair 
recognized the Senator from Virginia. 

Mr. ROBINSON of Indiana. Just a final suggestion. It 
is the duty of the Chair, as I understand the Chair’s duty, 
to abide by the rules and adhere to the rules of the Senate 
and not those of the House. 

The VICE PRESIDENT. The Chair is not trying to en- 
force the rules of the House. However, he has the right 
of recognition, and he is going to exercise that right so 
long as he occupies this position. 


REGULATION OF BANKING 


The Senate resumed the consideration of the bill (S. 1631) 
to provide for the safe of more effective use of the assets 
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of Fedéral Reserve banks and national banking associations, 
to regulate interbank control, to prevent the undue diversion 
of funds into speculative operations, and for other purposes. 

Mr. GLASS. Mr. President, I deem it unnecessary to 
go into any further explanation of the unfinished business, 
S. 1631, because on last week I made a rather exhaustive 
exposition of the bill. I find that there are 3 or 4 
amendments proposed to the bill, the most important of which 
is the amendment submitted by the junior Senator from 
Michigan [Mr. Vanpenserc] to section 12 (c), on page 45, 
after line 3. I should like to say to the Senator from Michi- 
gan that upon consultation with the subcommittee in charge 
of the bill now belore the Senate, the subcommittee decided 
to accept the amendment and let it go to conference. 

Mr. BYRNES. Mr. President, will the Senator from Vir- 
ginia yield? 

The VICE PRESIDENT. Does the Senator from Virginia 
yield to the Senator from South Carolina. 

Mr. GLASS. I yield. 

INVESTIGATION OF BANKING OPERATIONS 

Mr. BYRNES. Mr. President, I dislike to interrupt the 
Senator from Virginia in the consideration of the unfinished 
business, but it is exceedingly important that I ask unani- 
mous consent for the immediate consideration of a resolu- 
tion reported yesterday, being Senate Resolution 70. There 
is no objection to it. The Senator from Oregon [Mr. Mc- 
Nary] states that it is satisfactory to him to have imme- 
diate consideration, and I would appreciate it if the Senator. 
from Virginia would yield to me for that purpose. 

Mr. GLASS. If it will not displace the banking bill or 
take me from the floor, I shall have no objection. 

The VICE PRESIDENT. If no one should make the 
point of order, the Senator would not lose the floor. Unless 
he asks unanimous consent for that purpose, he will lose 
the floor if anyone makes the point of order. 

Mr. GLASS. I ask unanimous consent for that purpose. 

The VICE PRESIDENT. The Senator from Virginia asks 
unanimous consent to yield to the Senator from South 
Carolina to consider a resolution without the Senator from 
Virginia losing the floor. Is there objection? 

Mr. McNARY. Mr. President, is that the resolution to 
which I objected last evening? 

Mr. BYRNES. It is. 

The VICE PRESIDENT. Is there objection to the request 
of the Senator from South Carolina? 

There being no objection, the Senate proceeded to con- 
sider the resolution, which had been reported from the Com- 
mittee to Audit and Control the Contingent Expenses of the 
Senate, with an amendment, in line 10, to strike out 
“ $25,000 ” and insert “$20,000”, so as to read: 

Resolved, Beat Decks UNDONE De. Opes Se ASET eae au- 


thorizing and 
to make investigations of the business of 
extending credit and other practices therein mentioned in addition 
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amount authorized to be expended from the contingent fund of 
the Senate for above-mentioned purposes hereby is increased 
$20,000 in addition to the amounts previously authorized to be 
expended in pursuance of the purposes of such resolutions. 

The amendment was agreed to. 

The resolution as amended was agreed to. 

REGULATION OF BANKING 

The Senate resumed the consideration of the bill (S. 1631) 
to provide for the safe and more effective use of the assets 
of Federal Reserve banks and national banking associations, 
to regulate interbank control, to prevent the undue diversion 
of funds into speculative operations, and for other purposes. 

Mr. GLASS. Mr. President, I understood that the Senator 
from Michigan desired in some respect to perfect his pro- 
posed amendment to the bill. 

Mr. VANDENBERG. Mr. President, will the Senator 
yield? 

The VICE PRESIDENT. Does the Senator from Virginia 
yield to the Senator from Michigan? 

Mr, GLASS. I yield. 
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Mr. VANDENBERG. The only possible change that would 
be made in the text is incidental and was suggested by the 
able junior Senator from Ohio [Mr. BuLKLEY]. He indi- 
cated to me this noon that he thought it would be perfectly 
proper for the amendment in its printed form to go to con- 
ference, and the incidental correction, if necessary, can be 
made in conference. 

Mr. GLASS. I think that would expedite the matter. 

Mr. VANDENBERG. May I thank the Senator for his 
expression on behalf of himself and his colleagues on the 
subcommittees, and say to him that inasmuch as the amend- 
ment is now pending and inasmuch as it appears to be 
satisfactory to the subcommittee, I am perfectly willing that 
it may be voted upon immediately without any further 
observations on my part or any debate. 

Mr. LONG. Mr. President, who has the floor? 

The VICE PRESIDENT. The Senator from Virginia has 
the floor. 

Mr. LONG. Can no one else get the floor this morning 
at all?. 

The VICE PRESIDENT. Certainly. 

Mr. LONG. I want to be recognized before the vote is 
taken. The Senator from Indiana [Mr. Rosinson] cannot 
get recognition, but I want to be recognized before we vote. 
I want to say something. 

Mr. ROBINSON of Indiana. Mr. President, will the Sen- 
ator yield? What is the procedure now? Is there to be 
rank favoritism in the recognition of one Senator or an- 
other? I have the floor now apparently by grace of the 
yielding of the Senator from Louisiana, but I cannot get it 
on direct appeal to the Chair. 

The VICE PRESIDENT. If the Senator from Virginia 
yields the floor, the Chair will recognize some other Senator 
who asks recognition. Until the Senator from Virginia 
yields the floor, the Chair cannot recognize any other 
Senator. 

Mr. NORRIS. Mr. President, a parliamentary inquiry. 

The VICE PRESIDENT. The Senator will state it. 

Mr. NORRIS. The Chair stated the question is on the 
amendment of the Senator from Michigan. Is not that 
debatable? 

The VICE PRESIDENT. It is. 

Mr. NORRIS. Has not any Senator the right to debate it? 

The VICE PRESIDENT. He has. 

Mr. NORRIS. Can he debate it as long as the Senator 
from Virginia holds the floor? 

The VICE PRESIDENT. He cannot. 

Mr. NORRIS. Does it not follow naturally that any Sen- 
ator is entitled to debate the amendment? 

The VICE PRESIDENT. Any Senator who can obtain the 
door. When the Senator from Virginia yields the floor the 
Chair will recognize any other Senator asking for recogni- 
tion. 

Mr. GLASS. Mr. President, I have no disposition on 
earth to deprive any Senator of the floor, neither the Sena- 
tor from Indiana [Mr. Rosryson] nor the Senator from 
Louisiana [Mr. Lonc]. That has not been my purpose. 
My only purpose has been to proceed as expeditiously as 
the Senate may permit with the consideration of the un- 
finished business. I had hoped that it would not involve 
a great deal of discussion and that therefore the Senator 
from Indiana might obtain the floor a little later and pro- 
ceed to the discussion of any matter he desired to discuss. 
May I ask if the Senator from Indiana wants to discuss 
any provision of the pending bill? 

Mr. ROBINSON of Indiana. I do not intend to discuss 
the pending measure at all. I have an entirely different 
matter I desire to present to the Senate, and, of course, I 
suspect the Chair knew that. Whether I desire to talk about 
the bill or some other matter, I should be recognized as soon 
as I rise on the floor and ask for recognition if the Chair 
sees me first. That is the rule of the Senate. That is not 
the House rule, but it is the rule here. We have never had a 
czar here with the power of an autocrat. I do not think the 
Senate desires one. Things have been going along that way 
lately, and it has become more and more difficult for one to 
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be recognized, especially a Member on this side of the Cham- 
ber. That is why I objected. I propose to discuss an en- 
tirely different matter, unrelated to the measure in charge 
of the Senator from Virginia, as I have a perfect right to do. 

Mr. GLASS. Mr. President, I may say to the Senator from 
Indiana that his quarrel seems to be with the Chair. He 
certainly did not indicate to me that he desired to proceed 
with any other discussion. I have no disposition to exclude 
him from the floor or prevent his discussion of matters. I 
simply hoped to go along with the bill of which I am in 
charge. 

Mr. ROBINSON of Indiana. I appreciate the Senator’s 
attitude. I never knew it was necessary for me to discuss 
the question of whether I wanted to speak or not with any 
other Senator on the floor or even with the Vice President. 
I always assumed that all a Senator needed to do, if he is 
properly commissioned here and has been seated, was to ask 
for recognition courteously and it would be accorded. It has 
always been done during the 8 years I have been here. 
Only in these latter days have I seen any departure at all 
from that rule. 

Mr. GLASS. I shall be glad to yield to the Senator, pro- 
vided it does not displace the unfinished business. 

Mr. ROBINSON of Indiana. I cannot displace the unfin- 
ished business. I merely want to make some observations 
about our mythical ambassador abroad who has never been 
confirmed by the United States Senate to my knowledge, and, 
therefore, has no particular authority to represent the Gov- 
ernment. That is all. 

Mr. President, who has the floor now? 

The VICE PRESIDENT. The Senator from Virginia has 
the floor. 

Mr. GLASS. I yield to the Senator from Indiana if he 
wants to make a speech. 

Mr. ROBINSON of Indiana. I will very gladly assume 
that I can get recognition when the Senator from Virginia 
has concluded. I do not seek to displace the Senator. I 
just want to speak before there is a vote on the bill or any 
amendment, and I wanted to get the floor as early as I could. 
That is why I appealed to the Chair. 

Mr. GLASS. I should think the Senator would speak 
right now because the question is a vote on the amendment 
of the Senator from Michigan [Mr. VANDENBERG]. 

Mr. ROBINSON of Indiana. The Senator yields to me for 
that purpose? 

Mr. GLASS. Yes. 

Mr. ROBINSON of Indiana. I thank the Senator. 

The VICE PRESIDENT. Will the Senator from Indiana 
permit the Chair to make a statement? 

Mr. ROBINSON of Indiana. Of course. 

The VICE PRESIDENT. The Chair has no knowledge 
whatever of the subject about which the Senator from In- 
diana desires to speak. The Chair repeats that when two 
Senators rise on the floor of the Senate and ask for recog- 
nition, one being in charge of the legislation pending before 
the Senate, it is his duty to recognize the Senator in charge 
of that legislation, under the rule of the Senate, both Sena- 
tors having desired recognition by the Chair. The Chair 
desires to treat every Senator absolutely fair. He has no 
desire to be a czar or autocrat of the Senate. 

The Senator from Indiana will proceed. 

Mr. GLASS. Mr. President, in fairness to the Chair I 
desire to state that I took the precaution to notify the Chair 
that I expected to proceed with the unfinished business im- 
mediately this morning and asked him to recognize me. I 
have been on my feet ever since the hour of 12 o'clock. 

Mr. BYRNES. Mr. President, may I say that from the 
hour of 12 o’clock I, too, was on my feet seeking recognition 
when the Chair recognized the Senator from Virginia. I 
certainly had no complaint against the action of the Chair. 

Mr. ROBINSON of Indiana. Mr. President, I did not sug- 
gest that the Senator from South Carolina had any com- 
plaint against the Chair. I do not believe he has. If I were 
in his position I would not have, either. [Laughter.] 

Mr. LA FOLLETTE. Mr. President, will the Senator 
yield? 
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The VICE PRESIDENT. Does the Senator from Indiana 
yield to the Senator from Wisconsin? 

Mr. ROBINSON of Indiana. I yield. 

Mr. LA FOLLETTE. In view of what seems to me to be 
an unfortunate controversy that has arisen, I ask unani- 
mous consent to have paragraph 1 of rule XIX inserted in 
the Record at this point. 

The VICE PRESIDENT. Without objection, it will be 
inserted in the Recor» at this point. 

The paragraph is as follows: 

Rue XIX 
DEBATE 

1. When a Senator desires to speak, he shall rise and address the 
Presiding Officer, and shall not proceed until he is and 
the Presiding Officer shall the Senator who shall first 
address him. No Senator shall interrupt another Senator in de- 
bate without his consent, and to obtain such consent he shall 
first address the Presiding Officer; and no Senator shall 

more than twice upon any one question in debate on the same 
day without leave of the Senate, which shall he determined 
without debate. 

Mr. NEELY. Mr. President. 

The VICE PRESIDENT. Does the Senator from Indiana 
yield to the Senator from West Virginia? 

Mr. ROBINSON of Indiana. I yield. 

Mr. NEELY. Mr, President, it would be impossible for 
me to favor the repeal or defend a willful violation of the 
Senate rule which requires the Presiding Officer to recognize 
the Senator who first addresses the Chair. But it is very 
respectfully submitted that the Senator from Indiana [Mr. 
Rokixsoxl, the fairness of whose usual argumentation is 
exceeded only by the vigor of his debate, is not justified in 
charging the distinguished Vice President with impropriety 
in recognizing the Senator from Virginia instead of the 
Senator from Indiana. The Senator from Virginia arose 
and properly sought recognition before the result of the 
roll call had been announced. The Senator from Indiana, 
with similar promptitude and propriety, endeavored to ob- 
tain the floor. Manifestly two Senators could not be recog- 
nized at the same time. In the circumstances, the Presiding 
Officer was obliged to favor one of those seeking to be heard. 
He appropriately discharged his duty, and to criticize him 
for his failure to perform the impossible task of recognizing 
two Senators at the same time is neither equitable nor kind. 

The Senator from Indiana charges, by implication, that 
the action of the Chair was the result of political favoritism. 
This implication is refuted by the fact that the number of 
Republican Senators who have been called by the Chair to 
preside over the Senate during the last 11 weeks exceeds 
the number of Democratic Senators who were invited by 
the Republican Vice President to preside during the preced- 
ing 2 years. 

Those present will instantly recall that within the last 2 
weeks the Vice President appointed Republican members to 
preside over the important impeachment proceeding against 
Judge Louderback for 3 entire days. Those Senators are 
Mr. HEBERT, of Rhode Island, Mr. Hastrncs, of Delaware, and 
Mr. Rostnson of Indiana, who has so energetically com- 
plained of the decision of the Chair. 

It is submitted that upon due reflection all of the Mem- 
bers of the Senate, including the Senator from Indiana, will 
be compelled to concede that a more courteous, just, and 
efficient Vice President than Mr. Garner has not presided 
over the Senate in the memory of living men. 

Mr. ROBINSON of Indiana. Mr. President, I have no 
comment to make on the statement of the Senator from 
West Virginia, except to say that I addressed myself to one 
particular situation and one particular question. That was 
the duty of recognizing the first Member of the Senate on 
his feet and addressing the Chair. That is the rule. I ask 
that the rule be enforced. 

Mr. GLASS. Mr. President—— 

The VICE PRESIDENT. Does the Senator from Indiana 
yield to the Senator from Virginia? 

Mr. ROBINSON of Indiana. Yes; I yield to the Senator. 

Mr. GLASS. On that point, I insist that the Senator 
from Virginia was first on his feet. I came into the Senate 
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Chamber 10 minutes before the Senate convened, and I got 
on my feet immediately at the hour of 12 o’clock, and re- 
ceived recognition. 

Mr. ROBINSON of Indiana. Mr. President, this is not 
the first time this question has arisen, as the Chair very 
well knows; and the Chair, of course, perfectly well knows 
that I have had something to say on this question privately 
in the past. This is the first time I have ever discussed it 
before the Senate; but all I ask is that the rule be enforced— 
nothing more than that; that is all—and that it be fairly 
interpreted and fairly adhered to. 

The VICE PRESIDENT. The Senator from Indiana may 
proceed. 

PROPOSED CONSULTATIVE PACT 

Mr. ROBINSON of Indiana, Mr. President, it is merely 
stating a fact to say that the American people have been 
shocked in the last 48 hours by the astounding news emanat- 
ing from Geneva to the effect that Norman H. Davis has 
presumed to lay before the Disarmament Conference a plan 
that would unquestionably involve the United States in all 
the wars that are now brewing throughout the world and 
those that may come in the future. 

It is, of course, to be assumed that Mr. Davis is speaking 
for President Roosevelt, and it would be interesting to know 
where either of these gentlemen get the idea that they can 
possibly be clothed with any such authority. 

If we agree to enter into a consultative pact with the 
great powers of the earth, we unquestionably abandon our 
traditional policy of neutrality among warring nations. If 
we enter into a consultative pact, we must agree to sanc- 
tions; that means that we bind ourselves to ratify any 
sanctions that may come out of consultation, and sanctions 
inevitably mean war. 

This is frankly admitted by both France and Britain. 

We also undertake to assist in designating the “ aggres- 
sor” power and to league with other nations against the 
so-called aggressor.” 

When we take that step, we throw neutrality to the winds. 

With control of so many great news sources, Britain and 
France could easily make it appear that any war in which 
they should engage would be a defensive war. Accordingly, 
the moment we take this step, Uncle Sam will be expected 
to throw men and treasure into the balance and back up 
with armed force the demands of those with whom we are to 
be leagued. 

If our masters are bound to involve us in foreign entangle- 
ments, it would seem to be better to go in by the front 
door, rather than the rear, and enter into an open alliance, 
offensive and defensive, with those powers, for then at least 
the American people would not be kept in suspense. They 
would frankly know what to expect. The truth is that the 
American people would never give their consent to any for- 
eign entangling alliance of any kind, actual or implied, be- 
cause they know it would eventually lead to war. 

If the statement of Mr. Davis is to be taken at its face 
value, we also ratify the infamous Versailles Treaty, which 
we definitely refused to do when the matter was before the 
Senate. Instead, we negotiated a separate peace with the 
Central Powers. 

Does anyone for a moment think that the Versailles Treaty 
will stand? Of course it cannot. 

To both England and France the world conflict was a war 
of conquest. Germany was divested of Alsace-Lorraine and 
her colonial empire. Furthermore, her European terri- 
tories were dismembered, as were those of Austria and Hun- 
gary. Boundaries are in a hodge-podge. If we were to 
follow the lead of Mr. Roosevelt and his agent in this mat- 
ter, we should be forced to guarantee the status quo, unfair, 
inequitable, and impossible as it is. That could only mean 
that we should become involved immediately in all the 
wars of the earth. To this, the American people will never 
consent. 

France and Britain have so thoroughly mismanaged mat- 
ters that they have ruined Europe, and the results of the 
World War have almost ruined America. 
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President Roosevelt has no authority to negotiate any 
such consultative, war-producing agreement. For attempt- 
ing it, Woodrow Wilson was thoroughly rebuked by his own 
people, and the present Chief Executive should profit by his 
example. There is enough trouble in this country to engage 
all of his attention. With more than 13,000,000 out of em- 
ployment, it is the hope and prayer of the Republic that 
he will give his best thought and best efforts to remedying 
conditions here. We have enough to do to attend to our 
own business. Let Europe and the rest of the world look 
after their own affairs. 

Mr. LONG. Mr. President—— 

The VICE PRESIDENT. Does the Senator from Indiana 
yield to the Senator from Louisiana? 

Mr. ROBINSON of Indiana. Just a second, and I will 
have completed this statement. Then I shall be glad to yield 
to the Senator. 

It is utterly amazing that any one man would presume to 
arrogate to himself such vast power, such great authority, 
and such overwhelming responsibility. 

Where does Mr. Roosevelt expect to get the men and 
money to back up this proposed agreement? Where will he 
get the soldiers, the cannon fodder, when veterans of our 
past wars are maligned and slandered and libeled from one 
end of this country to the other now, and disabled veterans 
are discharged from United States hospitals in their under- 
wear, the clothing they wore in the hospital being taken 
from them before they are set out on the streets? Where 
does Mr. Roosevelt expect to get the men, the soldiers, the 
sailors, the marines to fight these foreign wars and to back 
up these treaties, this consultative pact that he proposes to 
enter into? Where does he expect to get the money, the 
finance? 

We have enough to do to attend to our business here, Mr. 
President. We have difficult problems here. Where does 
Mr. Roosevelt expect to get the money and the men? Per- 
haps this question has not occurred to him. 

I know not what may be in the Presidential mind, but I 
have complete confidence in the good sense of the American 
people, and I am certain that at the earliest opportunity 
they will definitely and completely repudiate any such plan 
as that announced from Geneva by Mr. Davis. 

I yield now to my friend from Louisiana. 

Mr. LONG. Mr. President, the Senator is speaking about 
Mr. Davis, and where he gets his appointment. I do not 
believe the Senator has been reading the newspapers. Is it 
not possible that Mr. Davis might be over there on a mis- 
sion connected with the House of Morgan? In that event 
he would not only be representing the two parties and the 
American Government, but probably England as well. I do 
not think the Senator is fair. 

Mr. ROBINSON of Indiana. I think there is a lot in 
what the Senator says. I am wondering whom Mr. Davis 
represents in Europe. Someone has called him our “ mythi- 
cal ambassador at large.” Undoubtedly he is not an 
ambassador. I never heard of his nomination having been 
sent to the Senate. I never heard of the Senate’s having 
confirmed him as an ambassador. For whom is he an am- 
bassador? He has apparently no authority; he is a traveling 
free agent there, making wild statements about what the 
United States proposes to do, departing from our traditional 
policy of 150 years; suddenly, in the midst of these remark- 
able statements, it develops that he is on one of the two 
confidential lists of Mr. Morgan and has been for years; 
that he is today obligated to the House of Morgan in a con- 
siderable sum—today, at this moment. Well, if that be true, 
can he be representing the House of Morgan over there? 

It would be interesting to know some of these things. Mr. 
Morgan has a house in London—Morgan, Grenfell & Co., 
I believe. Mr. Morgan stated on the witness stand that 
Mr. Grenfell is a member of Parliament, elected from 
London, according to the press. He also stated, if I re- 
member correctly, that Mr, Grenfell is a director in the 
Bank of England. He is the head of the Morgan House in 
London; and it is generally understood, I think, undenied, 
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that the House of Morgan is the fiscal agent for the British 
Government. 

Mr, LONG. Mr. President—— 

The VICE PRESIDENT. Does the Senator from Indiana 
yield to the Senator from Louisiana? 

Mr. ROBINSON of Indiana. I yield to the Senator. 

Mr. LONG. Is not the House of Morgan the fiscal agent 
for the American Government? 

Mr. ROBINSON of Indiana. Apparently so, Mr. Presi- 
dent. 

I notice this morning a headline in the press, as follows: 

Woodin offered stocks for half of market price. Letter from 
partner in firm called him “one of our close friends.” 

I think I will read just a little of this: 


How J. P. Morgan & Co. considered William H. Woodin, now 
Secretary of the Treasury, “one of our close friends” and wanted 
Woodin to know the rship was “thinking of you” was 
revealed yesterday at the Senate inquiry. 

Woodin was solicited on a list of “close friends” by Morgan & 
Co. to buy a 1,000-share block of stock at $20 a share. It was 
then selling on the market at from $35 to $37, making it possible 
for Woodin to realize an immediate $16,000 profit if he wished. 


Mr. President, that is the way they fleece the lambs. A 
few, representing organized wealth in America, get in on the 
ground floor, and are given the stock at $20 a share. They 
have an artificial market for the stock at $35 to $40 per 
share. Then they solicit the lambs they expect to fleece, 
and there were 21,000,000 of them at the time of the blow-up 
in 1929. These 21,000,000 go in and buy those securities for 
the price of $35 to $50 a share, when the insiders, the little 
crowd represented in the National Economy League and in 
organized wealth generally—big business—have obtained this 
stock, they being on a confidential list, for $20 a share. 
They then sell at the market and increase their swollen 
fortunes. Thus the lambs are fleeced. That is why we are 
in the trouble we are in today. My friend from Mississippi 
(Mr. STEPHENS], the distinguished chairman of the subcom- 
mittee of the Committee on the Judiciary, investigating the 
Harriman National Bank in New York—I have the honor to 
be serving on the same committee with the junior Senator 
from Mississippi—knows of the skullduggery that goes on in 
big business; and he knows, and we all know, why today 
the people have so little confidence in the banks of the 
country and in the financial interests that have been direct- 
ing the country to its ruin during the past 10 or 12 years. 

Mr. WHEELER. Mr. President, will the Senator yield? 

Mr. ROBINSON of Indiana. I will yield, if the Senator 
will permit me to finish the article I was reading. 

Mr. WHEELER. I want to make a suggestion just in line 
with the article. 

Mr. ROBINSON of Indiana. The article continues: 

A letter from partner William Ewing, of Morgan & Co., under 
date of February 1, 1929, introduced in evidence by Senate Counsel 
Pecora, read in part: 

“Dear Mr. Woonin: You may have seen in the paper that we 
recently made a public offering of $35,000,000 of Allegheny Cor- 
poration 15-year 5-percent bonds, which went very well. 

“In this connection the Guarantee Co. offered today $25,000,000 
Allegheny Corporation 514-percent preferred stock. There was a 
strong demand for this stock. 

“The Guarantee Co. also sold privately some of the common at 
$24 a share. 

“We have kept for our own investment some of the common 
stocx 

“ We have kept for our own investment some of the com- 

mon stock "— 
“at a cost of $20 a share, and although we are making no public 
offering of this stock, as it is not the class of security we wish to 
offer publicly, we are asking some of our close friends if they 
would not like some of the stock at the same price it is costing 
us—$20 a share. 

“I believe that the stock is selling in the market around $35 
to $37 a share, which means very little except that people wish 
to speculate.” 

The “lambs” again, the “lambs.” The article continues: 

“We are reserving for you 1,000 shares at $20 a share, if you 
would like it. 

“There are no strings tied to the stock, so you can sell it when- 
eyer you wish, 
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For further information regarding this corporation I am en- 
closing a circular. 

“We just want you to know that we were thinking of you in 
this connection and thought you might like to have a little of 
this stock at the same price we are paying for it. 

The remainder of the letter expressed wishes that Woodin, then 
executive of the American Car & Foundry Co., would enjoy a 
pleasant trip through the Panama Canal. Accompanying was a 
photostat of a letter acknowledging receipt of a $20,033.33 check 
from Woodin, indicating acceptance of the Morgan offer. 

The stock subsequently sold over $50 a share and then almost 
down to 81 a share. Woodin’s eventual profits depended on what 
disposition he made of the purchase. 


Mr. President, I think that answers the question of the 
Senator from Louisiana. He wondered whether the House 
of Morgan was the fiscal agent for both the British Govern- 
ment and the American Government. Apparently it is, be- 
cause Mr. Davis, heavily obligated to the House of Morgan, 
is now abroad undertaking to overturn policies a century 
and a half old, traditional American policies, and to foist on 
this Nation extremely dangerous policies which are satis- 
factory to the House of Morgan. Everybody knows he wants 
the debts canceled; everybody knows he would have us in 
the League of Nations and its subsidiary, or back door, the 
World Court. Everybody knows he would have us bolster 
up Europe with our own men, our own blood, and our own 
treasure. 

Now it develops that that is not only true but there is also 
a close friend in the Treasury—to quote the language of the 
House of Morgan, “ our close friend ”—who had a thousand 
shares reserved for him at $20 a share when the “lambs”, 
21,000,000 investors among the investing public of America, 
were charged $35 to $50 a share. Now the stock is selling 
at around a dollar a share. 

Imagine that! Does that answer the Senator’s question? 
I imagine, perhaps, that the House of Morgan is the fiscal 
agent for this Government. The House of Morgan seems 
to be the fiscal agent of both the British Government and 
the American Government. Of course Mr. Davis should be 
brought back from Europe immediately. The American 
people can have no further confidence in him. He should 
be recalled, and, of course, we should not ratify what he 
has said or done. Mr. Woodin, too, is occupying an un- 
enviable position at the moment, with the vast powers of 
the Treasury, which in their administration call for the con- 
fidence of the people to be lodged squarely behind him. He 
cannot command the confidence of the American people 
now; therefore his usefulness as Secretary of the Treasury 
has ended. 

I yield to the Senator from Montana. 

Mr. WHEELER. Mr. President, I was going to call the 
Senator’s attention to the fact that, notwithstanding the 
fact that the House of Morgan may be the fiscal agents of 
Great Britain, apparently the Parliament of the British 
Government is not so tender with them as the American 
Congress has been, with reference to their income taxes. 

Mr. ROBINSON of Indiana. The Senator is quite right. 

Mr. WHEELER. It will be noted that the House of Mor- 
gan pay income taxes in Great Britain, but they pay none 
in the United States; and my understanding is that one of 
the reasons for that, at least, it that the British Parliament 
has not seen fit to let these financiers deduct their capital 
losses, whereas the Government of the United States has 
permitted that to be done. If we here in the United States 
prevented those men from deducting their capital losses, as 
has the British Parliament, we would probably have money 
enough in the Treasury of the United States to meet the 
debts confronting us at the present time, rather than having 
to go out and try to impose a sales tax, or to impose a further 
tax upon the small taxpayers of this country. It would un- 
doubtedly solve the needs of the unemployed of this coun- 
try today. It seems to me that if the investigation now in 
process has not done anything else, it has shown the differ- 
ence between the British system in dealing with these 
financiers and the way our own Congress and our own Gov- 
ernment have dealt with them. 

Mr. ROBINSON of Indiana. Mr. President, I may sug- 
gest in this connection, too, that the Internal Revenue De- 
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partment is right in the Treasury. The Secretary of the 
Treasury directs all of the income-tax collection activities, 
the collection of the internal revenue of the country. 

Mr. WHEELER. Mr. President, that was one of the rea- 
sons why practically all of the great newspapers of the coun- 
try were saying that Mr. Mellon was the greatest Secretary 
of the Treasury of the United States since Alexander Hamil- 
ton, during his term of office. 

Mr. ROBINSON of Indiana. Mr. President, insofar as I 
am concerned, I would not in the slightest degree attempt 
to shield any of them, regardless of their politics. The 
House of Morgan has no politics; it is neither Republican 
nor Democratic. It has its agents, and it has them all 
over the world, and I have every reason to believe, from 
many of the disclosures that have come about, that the 
agents obey orders, whether they be in this country or 
abroad. 

Mr. President, that is all I have to say on this question, 
except that I think it has been a definite shock to the Na- 
tion to find that J. Pierpont Morgan was too poor to pay 
any income tax for the past 3 years, but that at the same 
time he could find money enough to pay an income tax in 
England. 

It is high time we should take care. The American peo- 
ple have been patient and long suffering. Mr. President, 
feeble though my influence may be, insignificant though 
any efforts of mine seem, I nevertheless warn big business 
in this country to have a care while they continue to trifle 
with the millions and hundreds of millions of toiling Ameri- 
cans, who during the past 3 years have experienced hard- 
ship, suffering, and sacrifice, as no other people have, prob- 
ably, in the history of the world. 

I have in my hand an editorial comment from the New 
York Evening Sun dated May 23, 1933; an editorial reprint 
also from the New York Evening Post dated May 23, 1933, 
an editorial comment from the Washington Times, and an 
editorial from the New York American of this morning, 
which I ask to have incorporated in the Recorp at this 
point. 

The VICE PRESIDENT. Is there objection? 

There being no objection, the matter was ordered to be 
printed in the Recorp, as follows: 

SPEECH BY Davis ENDS UNITED STATES ISOLATION, Sar New YORK 


PAPERS—SUN QUESTIONS His AUTHORITY TO SPEAK FOR AMERICA; 
Post STATES ADDRESS May Leap To TROUBLE WITH JAPAN 
WHAT IS DAVIS’ AUTHORITY? 
[From New York Evening Sun, May 23, 1933] 

Communication between the State Department at Washington 
and its special ambassador at Geneva seems astonishingly bad. 
Norman H. Davis’ speech yesterday so far transcended the interpre- 
tation of American policy given out at the White House last week 
as to suggest that he may have taken the oratorical bit between 
his teeth and run away. The White House declared that there 
was no intention to depart from historic American policy with 
regard to consultation among nations in the event that any agree- 
ment reached at Geneva were hereafter broken. That policy 
would require the United States to judge each separate breach 
upon its own merits and take such action as circumstances might 
prescribe. 

Who gives Mr. Davis authority to repudiate on behalf of the 
United States the American doctrine of neutrality which has been 
a cornerstone of American foreign policy for a hundred and fifty 
years? Who gives him authority to pledge the United States to 
wield a rubber stamp validating the decrees of any group of for- 
eign nations? By what right does he presume to declare in ad- 
vance the action this Nation shall take in regard to some putative 
violator of a putative treaty? Who are the “we” of whom he 
speaks with such glibness? 

Plenipotentiaries abroad among whom the proposed agreements 
are to be reached ought to be informed that Mr. Davis is making 
promises which no American has authority to make on behalf of 
the United States, promises which in all probability the United 
States Senate would refuse to ratify. 


[From New York Evening Post, May 23, 1933] 
WHITHER? 


To the Times the speech of Norman H. Davis, chief delegate of 
the United States to the Disarmament Conference at Geneva seems 
merely a following up of President Roosevelt's message to the 
world last week. To the Herald Tribune it appears to be only 
something wherewith to bridge over the summer's negotiations. 
To us it stands out as one of the most astoundingly important 
statements ever made affecting the world fate of the United States. 
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It puts us into the affairs of Europe. It may let other nations 
force us into trouble with Japan. It reverses our Senate's rejection 
of article X and the Covenant of the League of Nations. It prac- 
tically makes us a part of the League, It ends our world isolation. 
It is a triumph for Woodrow Wilson. 

The direct undertakings, and above all, the implied obligations 
in these proposals seem to us to alter the whole world position of 
the United States, as it has existed since the days that Washing- 
ton warned us against the peril of entangling alliances. We no 
longer base our armament upon the needs of our national defense 
but upon faith in other nations. 

9 905 may have to give up neutrality and probably freedom of 
the seas. 

How anyone can say that these proposals do not affect the very 
life of America itself we cannot see. 


[From the Times, Washington, D.C., May 24, 1933] 
SENATE, Nor Mr. Davis, TO DECIDE FOREIGN POLICY 
By James T. Williams, Jr. 

According to a press dispatch from Geneva, “ Norman H. Davis, 
American ambassador at large", has offered on behalf of the United 
States to “ abandon its traditional policy of isolation.” 

There are several errors in this report. In the first place, Mr. 
Davis is not an American ambassador at large.” There is no such 
American envoy at large. 

Moreover, Mr. Davis is not an ambassador at all. He has never 
been nominated to the Senate for that office, and unless so nomi- 
nated by the President and confirmed by the Senate, he cannot 
be an American ambassador anywhere. 

Mr. Davis is only an agent of the Executive branch of the Gov- 
ernment. In that capacity he is representing that branch as our 
delegate at the League conference for the limitation and reduction 
of armaments. Therefore he speaks not for the Government of the 
United States but only as an agent of one of its branches. 

MYTHICAL AMBASSADOR—NONEXISTENT POLICY 


The second error in this report is the alleged abandonment by 
a mythical ambassador of a so-called “American policy ” that never 
existed. The so-called policy of “isolation”, which Mr. Davis is 
supposed to have renounced for us before the League conference, 
is not traditional either in American theory or in American prac- 
tice. 

Our traditional foreign policy is an inheritance from George 
Washington. He bequeathed it to us in the farewell address. 

In that immortal legacy the Father of his Country thus advised 
his people: 

“Observe good faith and justice 
peace and harmony with all. * * 

“The great rule of conduct for us in regard to foreign nations, 
is, in extending our commercial relations, to have with them as 
little political connection as possible.” 

Because Europe “ must be engaged in frequent controversies, the 
causes of which are essentially foreign to our concern,” Washing- 
ton believed that it “must be unwise in us to implicate ourselves, 
by artificial ties, in the ordinary vicissitudes of her politics, or the 
ordinary combinations and collisions of her friendships or 
enmities.” 


toward all nations; cultivate 
. 


THE FRUITS OF WASHINGTON’S POLICY 


And the promise of Washington was that if we would heed his 
warning, cherish his counsel, and act upon his advice, the time 
would soon come— 

„„ * * when we may defy material injury from external 
annoyance; when we may take such an attitude as will cause 
the neutrality we may at any time resolve upon to be scrupulously 
respected; when belligerent nations, under the impossibility of 
making acquisitions upon us, will not lightly hazard the giving of 
us provocation, when we may choose peace or war, as our inter- 
ests, guided by justice, shall counsel.” 

And all American history proves him right. 

The great objective of this policy was, as Washington wrote 
Patrick Henry, when he offered him the Secretaryship of State in 
1796, to make us as a nation “respected abroad and happy at 
home.” 

This was not a policy of “isolation” for a hermit nation. It 
was a policy designed to insulate us against any entanglement of 
“our peace and prosperity in the toils of European ambition, 
rivalship, interest, humor, or caprice.” 

John Hay, who was the Secretary of State in the Cabinet of 
two Presidents—William McKinley and Theodore Roosevelt—once 
said that the two cardinal principles of American foreign policy 
were “the Golden Rule and the Monroe Doctrine.” 

By following Washington’s policy and refusing to meddle in 
European quarrels and intrigues, we were only doing unto others 
as we would that they should do unto us. 

NATIONAL BIRTHRIGHT OR MESS OF POTTAGN 

This is Washington's policy. And its corollary is the Monroe Doc- 
trine, by which we put Europe on notice that she meddles in the 
political life of this hemisphere at her peril. 

Washington's policy was the policy of Adams and Jefferson, of 
Madison and Monroe, of Andrew Jackson and Abraham Lincoln, 
of Grover Cleveland and Theodore Roosevelt, and Calvin Coolidge. 


After the Great War, the attempt was made at the Versailles 
Conference to swap our traditional foreign policy—our national 
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birthright—for an European mess of pottage in the form of an 
entangling alliance called “the League of Nations.” 

By luring us into that alliance, Europe sought to obtain our 
ald in enforcing the terms of the Versailles Treaty and to use 
American blood and treasure to guarantee Europe’s national 
boundaries. 

But this proposed exchange of America’s birthright for Europe's 
mess of pottage was stopped when our Senators in Congress re- 
fused to ratify the Treaty of Versailles, which included the cove- 
nant of the League of Nations, 

By this refusal the United States reaffirmed the policy of Wash- 
ington and the Monroe Doctrine as America’s permanent foreign 
policy, By this reaffirmation we put the world on notice that we 
would not meddle in European politics and that it would be wise 
for Europe not to meddle in the politics of the Western World. 


THE VERDICT RESTS WITH THE SENATE 


This is the traditional foreign policy which has been renounced 
for the United States, not by its Government, but by an agent 
of that Government’s executive branch. And the Europe which 
bestowed upon him the high-sounding title of American ambas- 
sador at large is the same Europe which slanders our traditional 
foreign policy of insulation against the quarrels and intrigues 
of European politics by falsely branding it as “a policy of 
isolation.” 

In justice to Mr. Davis it must be assumed that his renuncia- 
tion of America's traditional foreign policy from the days of 
George W: n until now was made with the full authority 
and approval of his immediate superior and fellow Tennesseean, 
the Secretary of State, Mr. Hull. 

The proposals of Mr. Davis, however, under the American system 
of government, must remain mere proposals of one branch of the 
Government pending final action upon them by that other branch 
of the Government to which the Federal Constitution entrusts the 
final control of our foreign policy—the United States Senate. 

Whether the American people are now willing to swap the 
“Golden Rule and the Monroe Doctrine“ for the rule of Europe's 
League and the Hull-Davis doctrine is the all-important question 
that must await the verdict of the representatives of the American 
people in the United States Senate. 


[From New York American of May 25, 1933] 
THE SUPINE SURRENDER OF AMERICAN PRINCIPLES AT GENEVA 


A rather bad day for America, fellow citizens! 

We refer, of course, to what took place on Monday at the 
Geneva Disarmament Conference. 

We thought the Washington Disarmament Conference, when 
Secretary of State Hughes, without offset or recompense, sank the 
newest and finest ships in the American Navy, marked the limit 
of injury to the United States which could be self-inflicted. ` 

It was nothing, however, compared to the amazing surrender at 
Geneva of our country’s strength and security made in the name 
of the American people by a spokesman who no more speaks their 
wishes, convictions, or purposes than the man in the moon. 

The first official act of George Washington, upon inauguration as 
the first President of the United States, was the declaration of 
America’s neutrality in the wars then convulsing Europe. 

In the century and a half of the Nation’s life the policy of 
neutrality in conflicts to which we were not a party has protected 
us from the ravages of recurring wars, exempted us from the pas- 
sions engendered by them, and assured our peaceful growth and 
development as a nation. 

On Monday at Geneva this wise and beneficent principle of 
American policy was tossed to the winds. 

And with it that most American of principles—the freedom of 
the seas. 

To relinquish this natural and, to a maritime power such as the 
United States, essential right will be regarded by the American 
people as the most abject of surrenders. On more than one 
occasion in the past we have gone to war in defense of this right. 
And we will go again if need be. Its surrender will never be 
tolerated or condoned. 

The oft-repeated refusal of the United States to bind itself in a 
consultative pact with Europe, and thus make itself a party and a 
judge in the innumerable, incessant, and clouded controversies of 
that feud-infested continent, was forgotten in a moment. 

Without mandate from the people, without even their knowl- 
edge, without warning to Congress, and without an opportunity 
afforded either the Senate or House to speak, it is stated on behalf 
of the unsuspecting United States that “we are willing to consult 
the other states in case of a threat to peace.” 

Like children playing with firearms, the improvised statesman- 
ship of the hour ignores the lessons of our history, rejects the 
warnings of experience, defies the restraints of the Constitution, 
and whirls us to the brink of untold disaster. 

Should war break out—and sober opinion regards war, under the 
surcharged conditions now prevailing in the world, as an almost 
certain eventuality—we have involved ourselves in that most difi- 


cult and dangerous of undertakings—the designation of the 


What happens to us upon such designation is left in apparent 
obscurity, but it is only 8 What we say is that we will 
“refrain” from any action tending to defeat the collective efforts 
of the nations who join with us in such designation. 


But the consequences to us of taking part in so dangerous an 
operation are not Umited by our declarations of intention. Such 
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a designation would be deeply resented by the nation so desig- 
nated and would certainly be regarded as an act of war, particu- 
larly if our abstention from the assertion of neutral rights were 
interpreted as giving support to such designation by an overt act 
of hostility. This would be entirely reasonable, as the departure 
from the conduct of a neutral could not fail to be regarded as the 
conduct of a belligerent. We should be charged, and rightly, with 
having cast the weight of our attitude against a nation from whom 
we had received neither provocation nor injury. 

In addition to these objections to the tenor and substance of 
the Geneva statement of America’s altered policy there hangs over 
it a sickening insincerity of interpretation. 

It is evidently the purpose of the administration to convince 
France and Germany of our intention to guarantee their mutual 
peace << security by concrete and definite collaboration and 
support. ; 

Although we invite this interpretation in Europe, it is not at all 
the conclusion which we ask our own people to draw. 

While the London Times refers to the Democratic administration 
as proposing to change the traditional attitude of the United 
States toward the whole question of neutrality and freedom of the 
seas, Secretary Hull, on the other hand, regards the Geneva state- 
ment as reserving to the United States Government full liberty 
of judgment and action. 

It is open to question who are the more deceived—the people of 
Europe or the people of the United States. 

We can say this, however—the people of the United States will 
not long be deceived. 

They are a hard-headed people. They know how to effectuate 
their will and how on occasion to manifest their resentment if 
convinced that American principles have been betrayed or Ameri- 
can interests compromised. 

They are children of the day, not of the night nor of the dark- 
ness, They watch and are sober. 

They do not propose that sudden destruction shall come upon 
them as a thief in the night. 


Mr. ROBINSON of Indiana. The senior Senator from 
Nevada [Mr. Prrrman] is not present, but I should like also 
at this time to have incorporated in the Recorp a letter 
written by Prof. Edwin M. Borchard, of Yale University, ad- 
dressed to Hon. Key Pirrman, Chairman of the Committee on 
Foreign Relations, United States Senate, a copy of which 
‘I understand was sent to each member of the committee. 
In the absence of the Senator from Nevada, however, I shall 
not ask to have the letter incorporated without his permis- 
sion. I should like to have it understood that if I can gain 
his permission to have the letter placed in the Record that 
may be done, 

The VICE PRESIDENT. Is there objection? The Chair 
hears none, and it is so ordered. 

Mr. TYDINGS. Mr. President, in the year 1914 we did 
not have ambassadors going about Europe trying to estab- 
lish peace in the world. In 1914, nevertheless, a right fair 
war began, and although we remained at home for about 
2% years, before that war was over we had a national debt 
of $20,000,000,000, and had transported about 2,000,000 
men across the seas to try to preserve the rights and the 
property of American citizens. Staying away from Europe 
in 1914 did not keep us out of the war, and going to Europe 
now, in 1933, is more calculated, in my humble judgment, 
to keep us out of war than to get us into war. 

I can remember 3 or 4 weeks ago when the soberest 
minds in this Chamber were of the opinion that war in 
Europe was almost a certainty. The great leader who is in 
the White House addressed a message to the governments 
of the world, and pointed out the folly of another war, 
with the world in an economic situation such as now con- 
fronts it, and almost overnight the leader of the German 
Republic retreated from a speech of a few days before, and 
amity was reestablished, temporarily at least, and a better 
feeling existed between the governments of the world. 

Suppose that message had not been forthcoming; suppose 
Europe had gone to war; how hollow would be the words of 
the Senator from Indiana now with all of the countries of 
the Continent of Europe, in view of the poison gas of the last 
war, and the imminence of disease germs in the next, if an- 
other conflict had unfolded through silence on the part of 
this Government. 

I think Mr. Davis, whether he made a loan or did not 
make a loan, has shown a stature of statesmanship for which 
this world is hungry. Everyone knows that we cannot 
attain disarmament through one nation acting alone, that 
armaments are comparative, and each nation keeps an 
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army and a navy because another nation, forsooth, keeps an 
army and a navy. 

Is it too much to ask that the most powerful nation in the 
world—and that is what we claim for our country—should 
have no responsibility in establishing peace, in furthering 
international trade, in stabilizing currency, in adjusting the 
world’s problems? Are we going to play the ostrich and 
stick our heads in the sand until the prairie fire scorches 
our tail feathers? Or shall we keep our heads toward the 
sky and view what is going on by the exercise of calm judg- 
ment and avert another world conflict, if possible? 

It is regrettable, in my judgment, that the Congress does 
not support rather than decry the efforts of this administra- 
tion to establish peace in the world and to settle interna- 
tional difficulties in a proper way, rather than by a resort 
to arms. I am not afraid of our going to Europe or to 
say that I believe in international cooperation. We did not 
go to Europe in 1914, but we went there before 1918, with 
money and men and treasure, and that is the precedent that 
shows that wars are not to be avoided by isolation, by the 
Silly policy of remaining at home while fires break out all 
around us. If you lived in a house in a city block with fires 
commencing on either end, would you sit there and twiddle 
your thumbs or would you join with others in helping to put 
those fires out? 

Further than that, let us not lose sight of the fact that 
for the last 12 years we have been selling to foreign peoples 
about $5,000,000,000 worth of American-made goods every 
year, one tenth of our whole production. Therefore, if we 
sold them one tenth of the production of the commodities 
of our farms and our mines and our factories, one tenth of 
all the people employed were working to make and produce 
the goods to be sold abroad; and if we had 50,000,000 
workers, which we have in this country, then 5,000,000 of 
them earned their bread and butter by making the goods to 
sell to foreign nations. The reason we have unemployment 
today is because we are no longer selling those goods to 
foreign nations in the quantities with which we formerly 
supplied foreign markets. 

We ought to be applauding the efforts of the President to 
reestablish world trade and to reconcile the differences of 
nations by means other than war. The man who attacks his 
ambassador abroad, when that ambassador is making signal 
successes in accomplishing better international feeling in the 
promise of some disarmament, is attacking humanity; he is 
attacking the sons and daughters of every man and woman 
in this country, because he is sowing the seed of interna- 
tional hate; he is sowing the seed of international ill will; 
and that is the food upon which wars thrive and grow. I 
think we have had enough of silly attacks upon our foreign 
neighbors, decrying them here in this Chamber; and yet we 
would be the first to rise here and repel any attack upon our 
own Government that sprang from the floor of any other 
parliament than our own. Foreign peoples are sensitive; 
they have pride; and these short-visioned attacks about a 
lot of scheming going on, in my judgment, are not calcu- 
lated to help the situation. 

Mr. Davis needs no defense from me. We sent him abroad 
to negotiate a disarmament treaty, and he has been the 
most efficient negotiator who has been sent to that confer- 
ence from any government on the face of this earth. Four 
or five times there have been possibilities of a rank failure 
on the part of that conference, but Mr. Davis, with an 
energy which was unparalleled, with an intensity that might 
be imitated, has gone on and rebuilt the structure himself, 
and has kept the nations in conference through conciliatory 
and advantageous proposals. 

This world wants disarmament; it wants an end to war, 
if it is possible to achieve it. That cannot be obtained by 
sitting down and doing nothing. Like any other worth- 
while thing in life, you have got to work for it if you want 
to get it; and I, for one, do not intend to sit here day after 
day and see the efforts of a man who, apparently, is giving 
everything he has to accomplish some measure of disarma- 
ment, belittled, particularly by members of the Government 
that he purports to represent in the councils of the world. 
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THE “ BAREFOOT ” SOUTH 

Mr. RUSSELL. Mr. President, on account of the arduous 
duties which have fallen to the lot of every Senator, I have 
been unable to keep intimately in touch with every one of 
the various plans that have been advanced to speed eco- 
nomic recovery and rehabilitate our labor and general 
economic conditions. This morning I did note the most 
ingenious plan I have yet seen advanced. It is brought for- 
ward by our very able and distinguished Secretary of Labor, 
Miss Perkins, who is reported in the press as having stated 
in an address which she delivered in New York City that if 
one would enter into the shoe-manufacturing business in the 
South and teach the people of the South to wear shoes they 
would find that business a veritable gold mine. The head- 
lines of two outstanding papers published in a southern city 
heralded the account of this speech by saying that the 
“South is virtually shoeless, Labor Secretary declares”, 
while the other one headlined it “ South barefooted. Frances 
Perkins, Labor Secretary, sees social revolution in wearing 
of shoes.” 

Mr. President, I should dislike very much to remove any 
windmill on which the distinguished Secretary might 
splinter a lance, but I can assure her that the people of the 
South do wear shoes. As is pointed out in an editorial 
which also contained this news account printed in the State 
which it is my honor to represent, there are shoe factories 
in my State that produce as many as 30,000 pairs of shoes 
a week. 

Mr. McKELLAR. Mr. President, will the Senator yield? 

The PRESIDING OFFICER (Mr. Overton in the chair). 
Does the Senator from Georgia yield to the Senator from 
Tennessee? 

Mr. RUSSELL. Certainly. 

Mr. McKELLAR. Does not the Senator think he could 
go a little farther and state that the people of the South 
do wear shoes? 

Mr. RUSSELL, I was coming to that point in a moment. 

Mr. McKELLAR. I have been living in the South for 
many years and I want to say in all fairness to the people 
down there that I have not seen a barefooted person in my 
part of the country for many years. 

Mr. RUSSELL. I should like to say in reply to the Sen- 
ator from Tennessee that it is true at the present time that 
many of our shoes are much worn and have been often 
repaired. In fact, many of us, in common parlance, are 
“on our uppers ” now, but still we do wear shoes. 

The purpose of my brief remarks is merely to invite the 
distinguished and able Secretary of Labor down to the 
South in order that she might ascertain for herself the 
conditions that actually obtain there. 

Mr. KING. Mr. President—— 

The PRESIDING OFFICER. Does the Senator from 
Georgia yield to the Senator from Utah? 

Mr. RUSSELL. I yield. 

Mr. KING. May I call the attention of the able Senator 
from Georgia [Mr. RussELL] that many people are assert- 
ing that we are entering upon a new dispensation. Some 
insist that it is a new epoch which calls for a repudiation 
of the social, economic, and, indeed, the political policies of 
the past, and that the policies of government announced 
by Jefferson and other founders of the Republic, it is as- 
serted by protagonists of this new school, are no longer of 
any use, that local government is no longer in fashion—in- 
deed, it is not to be tolerated—and that the States are to 
be compounded into one great mass and their sovereign 
rights and prerogatives abolished. 

This school of thought, as I am advised, contends that the 
Federal Government, with the enormous powers which are 
to be assumed by it and the agencies in existence or to be 
created, is to take over the functions of the State, and 
establish a new social order, a new political system, and 
exercise control over our entire social and economic system. 
This, it is contended, is to be a social revolution, the object 
of which is to place not only business, but the lives and 
activities of the people under the control of agencies and 
bureaus set up by the Federal Government. 


Social reformers and those who have but little regard 
for individualism or the competency of the people to gov- 
ern themselves, or the ability of individuals to steer their 
own course in life, it is urged, must now take charge of the 
lives and activities and conduct and business affairs of the 
people and, indeed, their habits, and direct their thoughts 
and control individual, family, and local life. 

Some individuals who are advocates of this philosophy 
are seeking positions in the Federal Government and are 
earnestly working to obtain authority to put the same into 
practice. They seem to regard it as proper under this new 
social revolution, which they insist has come or is near at 
hand, that Federal agencies and an army of protagonists of 
this cult, shall enter into all the communities and, indeed, 
into the very homes of the people and direct how people 
shall live and act and think and conduct themselves and 
the character, training, and education which they shall 
enjoy or possess. Indeed, that they shall supervise the 
entire conduct of the people of the United States. 

Our theory of government given to us by the fathers, has 
developed a strong, reliant, and patriotic people. Under 
that system, the foundations of democratic institutions were 
laid. There are those now who would destroy the fruits of 
the labors of our fathers and superimpose upon the Ameri- 
can people an oppressive socialism and a despotic bureau- 
cracy. Intitative and self-reliance and all those fine quali- 
ties essential to a progressive civilization are to be elimi- 
nated from our political system. 

It is to be hoped that those who hold positions and have 
sworn to uphold and defend the Constitution of the United 
States, will not attempt to impose upon the American peo- 
ple, alien institutions and socialistic policies, the conse- 
quences of which will be destructive of constitutional gov- 
ernment. 

Mr. RUSSELL. Mr. President, let me say to the distin- 
guished Senator from Utah that the very purpose of calling 
attention to this matter is to get the Secretary of Labor to 
pry and probe around in the South in order to inform her- 
self of conditions there. I can assure her that the state- 
ment is not correct, as she is quoted by the Associated 
Press—I presume it is correctly quoted—that a social revo- 
lution will take place if you put shoes on the people of the 
South.” This editorial I hold in my hand and shall have 
inserted in the Recorp attributes this statement to a “ quaint 
sense of humor.” 

I hope the Secretary of Labor will see fit to visit the South. 
I assure her that a crowd will not gather on the streets to 
view her leather-clad feet as anything out of the ordinary 
or as any rare phenomena. She will not find, in any of the 
rural sections, the citizens all shamelessly wiggling their 
bare toes in the soil; and she will further find that in the 
cities our people do not expose the soles of their bare feet to 
the hot pavements. 

Mr. President, I ask unanimous consent that this editorial 
from the Atlanta Journal of May 24, 1933, entitled The 
Barefoot South,” be inserted in the RECORD. 


The PRESIDING OFFICER. Without objection, it is so 


ordered. 
The matter referred to is as follows: 


[From the Atlanta Journal of May 24, 1933] 
THE “ BAREFOOT” SOUTH 

Though we have long admired the formidable talents of Miss 
Frances Perkins, Secretary of Labor, we must confess that not 
till now were we aware of her quaint sense of humor. What de- 
lightful drollery there is in her remarks on the barefoot South! 
In a speech to the girls’ work section of the Welfare Council of 
New York City she said, if the Associated Press reports her aright: 

“Those of you who have lived all your lives in communities 
where the wearing of shoes is a commonplace have, perhaps, for- 
gotten how important and significant a social contribution are 
shoes. When you realize that the whole South of this country is 
an untapped market for shoes, you realize we haven't yet reached 
the end of the social benefits and the social good that may come 
from the further development of the mass-production system on & 
basis of consuming power of the South, which will make possible 
the universal use of shoes in the South. * * A social revo- 
lution will take place if you put shoes on the people of the 
South.” * 

Some there are, including her New York audience, who may 
have taken seriously these broad satirical comments of the dis- 
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tinguished of Labor. If so, we invite them to come to 
Dixie and learn to laugh. At Buford, Ga., they will be welcomed 
by the Bona Allen Co., one of the largest leather-goods industries 
in America, which is turning out 30,000 pairs of shoes a week. 
In Atlanta they will find the J. K. Orr Co. producing upward of a 
thousand pairs a day; at Lynchburg, Va., the famous Craddock- 
Terry Co.; in Nashville, Tenn., two factories of major proportions; 
and in divers other parts of the South makers of all sorts of shoes, 
to say nothing of hundreds of importing jobbers and thousands 
of retail dealers. 

It is not our intent to trespass upon the province of statistics, in 
which Secretary Perkins is, of course, a past master. But for the 
benefit of those who may not be as well informed as she, we say 
plainly that southerners do wear shoes. They commonly take 
them off when they go to bed and when they go swimming, but 
during the rest of the four-and-twenty hours they tread neat's 
leather. This ci A have done for longer than we can remember. 
A poet of ante-bellum days rhymed of the southern girl in this 
wise: 


Her boots are slim and neat, 
She is vain about her feet, 
It is said. 
She amputates her r’s 
But her eyes are like the stars 
Overhead. 


And, curiously enough, in the same issue of the Journal which 
published an account of Secretary Perkins“ New York speech, a 
gifted Georgia author, in describing the colored people’s obser- 
vance of “'Mancipation” Day in a southern town, wrote thus: 
“Merchants and grocers expected a large trade, and were not 
disappointed, in crackers, sardines, cheese, tobacco, fruit—and 
bedroom slippers. The reason for that last item is that almost 
all the colored people wore new shoes; and when the hot May 
sunshine poured down on paved sidewalks, the proud possessor 
of the patent-leather footgear was forced to ease her pedal ex- 
tremities by removing the offending glories, substituting rose, 
blue, or green felt boudoir slippers and walking unconcernedly 
down the street with the original offenders in her hands.” 

Such is life and such is humor in the unsophisticated South. 
We do hope that Perkins will do us the honor and 
herself the justice of an early visit. 

Mr. BAILEY. Mr. President, first of all I wish to express 
my gratitude to the junior Senator from Georgia [Mr. 
Russet.) for calling attention to this matter. 

When I first saw in the Associated Press a statement pur- 
porting to report verbatim an address by our Secretary of 
Labor in New York City to the girls’ work section of the 
Welfare Council of New York, in which she made these 
statements about our people in the South, I had some sense 
of resentment; but I am not going to speak in that sense. 

Somehow, Mr. President, we people from the South have 
had great difficulty in getting before the rest of the people 
of our country anything like a fair conception of the civili- 
zation there. Every now and then I read miserable and 
contemptible statements about our mountain people. They 
are spoken of as “the poor mountain whites”; and miser- 
able grafters go around the country taking up collections 
to assist those people from the depths of degradation which 
they attribute to them. 

As a matter of fact, civilization has reached no higher 
point in America than it has amongst the people of the Ap- 
palachian system, called our mountain country. It was Mr. 
Galsworthy, who lately died—a notable novelist and a most 
distinguished representative of this English civilization of 
which we are the heirs, and in a way representative—who, 
upon a visit to our mountain country just 2 years ago, pro- 
longed his stay in those mountains in order that he might 
drink, as he himself said, “once again from the fresh 
springs of English life and civilization”. 

And now our Secretary of Labor makes this extraordinary 
statement, I am sure with no malice and with no intention 
to offend; and I am sure of myself that I am without inten- 
tion to be offended and that I am speaking for a people who 
have a profound respect for themselves and too much re- 
spect to protest; a people who will not be offended, either, 
because in the security of their self-respect they are im- 
mune from misunderstanding and likewise from ignorance. 

I am going to read in the Senate of the United States 
what our Secretary of Labor has said, in the hope that I 
may bring not merely to her attention but to the attention 
of all men and women who are here something of the truth, 
nothing by way of resentment, but only by way of facts. 

Here is what she said: 


As an example, Miss Perkins cited the South as a market for 
shoes. Those of you who have lived all your lives in communi- 
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ties where the wearing of shoes is a commonplace,” Miss Perkins 
said, “have perhaps forgotten how important and significant a 
social contribution are shoes. When you realize that the whole 
South of this country is an untapped market for shoes you realize 
we haven't yet reached the end of the social benefits and the social 
good that may come from the further development of the mass- 
production system on a basis of consuming power of the South 
which will make possible the universal use of shoes.” 

[Laughter.] 

Why, Mr. President, even the mules in the South wear 
shoes. [(Laughter.] 

I have said in the last few weeks, as we have been discussing 
the bills in Washington which have been proposed for the revival 
of industry, and which, among other things, provide for the fixing 
of hours of work and for the fixing of minimum rates of pay, 
that if the minimum rates of pay and the hours of work could be 
fixed in the southern mills and in the southern employments 
generally, those who wanted to get rich quick ought to buy a 
shoe factory; for the opportunity of buying shoes by people who 
may have their wages, for the first time in a generation— 

Mark the words— 


For the first time in a generation, come to the level of living 
wages, is perfectly enormous; and a social revolution— 

Think of it, Mr. President! We are on the edge of a “ so- 
cial revolution.” God speed the day! 

A social revolution will take place if you put shoes on the peo- 
ple of the South. 

(Laughter.] 

Mr. President, when I read that, I thought about my 
knowledge of the Southern country. I thought about my 
own barefooted boyhood. I thought about many things, 
Mr. President; and then it occurred to me that I would get 
the facts from the Census Bureau, and read them into the 
Recorp, as to shoes. Here they are. 

Total sales of shoes and other footwear for the year 
1929—that being the latest year; figures furnished by the 
distribution division of the Bureau of the Census: 

Florida, $12,531,338 for shoes; population, 1,468,000. That 
is $9 for every man, woman, and child in Florida for shoes; 
and Florida is a hot country. I do not blame a Florida boy 
for going barefooted in thé summer, and I would not care 
if he went barefooted in the winter. 

Mr. GLASS. Mr. President—— 

Mr. BAILEY. I yield to the Senator from Virginia. 

Mr. GLASS. Would it shock the piety of the Senator 
from North Carolina if I should interject a remark to the 
effect that when I grew up as a boy we did not care a tinker’s 
damn for a boy who wore shoes? We regarded him as a 
sissy and would not associate with him. 

Mr. BAILEY. I thank the Senator; and, since the Sena- 
tor has made a personal remark, may I be forgiven for mak- 
ing a remark that my own little boy, 10 years of age, was the 
only boy in the city schools of Raleigh this year who wore 
no shoes, and it was no shame to any of us. 

Mr. RUSSELL. Mr. President, I should like to observe 
that in the event an effort is made to force the people of the 
South to wear shoes by legislative fiat, I am gratified to know 
that the Senator from Virginia and the Senator from North 
Carolina will at least seek exemptions permitting those under 
14 to go barefooted in the summertime. 

Mr. FLETCHER. Mr. President, may I interrupt the Sen- 
ator to make an observation? 

Mr. BAILEY. Since I mentioned Florida and shoes, I will 
yield to the senior Senator from Florida. 

Mr. FLETCHER. There is a very considerable colored 
population down there who would regard it as a distinct pun- 
ishment to be required.to wear shoes the year around. 

Mr. BAILEY. Since we are getting into personal matters, 
I believe I will add that when I brought my boy here last 
year, and he had to wear shoes, it nearly broke my heart to 
see the suffering he had to endure because he was in Wash- 
ington and had to wear shoes; and when he got home there 
would have been no power on earth that could bring him 
back up here, wholly because he had to wear shoes in 
Washington. [Laughter.] 

Let me go on a little more seriously. 

Georgia, $20,217,368 for shoes; population, 2,900,000; which 
is $6.50 for every man, woman, and child in Georgia for 
shoes, 
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North Carolina, $22,225,491 for shoes; and a population 
of 3,170,000; which is $7 for every man, woman, and child 
that year for shoes. If shoes will make a social revolution, 
then we already have had one in North Carolina and did not 
know it. [Laughter.] 

South Carolina spent for shoes $9,215,797; population, 
1,738,000; or $5 per capita. 

Virginia, $15,840,148 for shoes; population, 2,421,000; 
which is $7 per capita for shoes in Virginia. 

Alabama, $17,124,439 for shoes; population, 2,646,248; 
which is $7 per capita. 

Mississippi, $14,312,411 for shoes; population, 2,000,000; 
$7 per capita fôr shoes for every man, woman, and child, 
white and colored, rich and poor. 

Louisiana 

Mr. LONG. Now you are coming to something. [Laugh- 
ter.] 

Mr. BAILEY. For shoes, $14,912,640 against a population 
of 2,101,000, which is $7 per capita for shoes. 

Texas, $52,300,949, against a population of 5,824,000—an 
average in Texas of $9 for shoes. 

Mr. President, that is a sufficient showing. There is no 
reason for resentment. People are foolish who resent the 
manifestations of ignorance. It is a matter of sympathy, 
and not of resentment. 

I can make a comparison here, if the Senator from New 
York will permit me, and I assure him in advance that I do 
not intend to violate rule XIX and reflect upon his State. 
The Secretary of Labor comes from New York State. The 
figures show that for shoes in New York $175,062,000 was 
spent in the same year, against a population of 12,588,000, 
which is $14 per capita, against the southern average of $8, 
and when we recall that we have the long summers, and 
that, as the distinguished senior Senator from Virginia has 
said, it is rather a shame in the South for a white boy or 
a Negro boy to wear shoes in the summer months, where 
they gather around their parents about the first of April and 
beg them to let them take off their shoes, and do not put 
them on again until about the first of October or of Novem- 
ber or even December—when we consider our long season, 
when we consider our favored clime, I undertake to say that 
the South is today expending as much for shoes as are 
the people of New York per capita. 

I remember the old song—and I will conclude this part of 
my remarks with it, a song I heard in one of the revival 
meetings: 

I got shoes, and you got shoes, 

All God’s chillun got shoes; 

When I get to heaven I’m goin’ to put on my shoes 
And walk all over God's heaven. 

I hope to have the good lady with me. [Laughter.] 

Mr. COPELAND rose. 

Mr. BAILEY. I will yield, but I am not through. Does 
the Senator wish to interrupt me? 

Mr. COPELAND. No. 

Mr. BAILEY. I thought perhaps the Senator was going 
to make a speech on shoes in New York. 

Mr. COPELAND. I intend to. 

Mr. BAILEY. Then I will yield the floor, when the time 
comes, and let the Senator make his speech in defense of 
the shoe revolution in New York, or whatever he may call it. 
{Laughter.] 

I have another word to say about this matter. There are 
statistics which tend to indicate that the people of the South 
are not as well off in this world’s goods as are the people in 
other sections. I think there is some ground for the statis- 
tical position, but I think it is time that someone should say, 
and without prejudice and without offense, that there are 
reasonable grounds for that, and that the disparity in rela- 
tive wealth is not due to the laziness of the southern people 
as some affect to think, not due to their worthlessness, as 
some would furtively insinuate, not due to labor conditions, 
either, as is intimated in this article here. I am here to say 
that there are reasons for the relative disparity. 

Mr. President, before I go into those reasons, I want to 
point to one fact. The Southern States of the United States 
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in the year 1930 had more of wealth, according to the census, 
than the entire United States had in the year 1890. Now, 
let that sink in. Here is a space of 40 years in which that 
land, which had been devastated by war, came forward with 
such rapidity that in 40 years 13 Southern States developed, 
created, and possessed more of wealth than the whole Amer- 
ican Union possessed after 100 years of history ending with 
the year 1890. 

Those people who think we are a backward people, and 
those people who think the southern people are incapable of 
great things, and those people who think that conditions are 
bad in the South, I ask, what will they say in the presence of 
the fact that the Southern States in the last 40 years created 
and now possess more wealth than the whole American Union 
did after 100 years ending in 1890? 

Mark you, Mr. President, that immense progress was made 
under the most difficult of conditions, and I want you to 
hear that. We came out of the Civil War a ruined country. 
The property of our people had been taken, the values de- 
stroyed. The condition of Germany after the World War 
was not to compare with the condition of the South after 
the War between the States. The indemnity exacted of 
France by Germany after the Franco-Prussian War did not 
compare with the indemnity imposed upon the South by the 
American Union in the years that followed. France had no 
reconstruction; France had no carpetbaggers; France had 
no adverse taxes; France paid her indemnity and was free; 
but the fathers of my generation—my father—came out of 
that war and, in a desolated country and without advantage 
from the outside, rebuilt that civilization; and I could pledge 
to my country now in this hour that if she is in distress, 
that if she wishes to look from this present pit of despair 
to some star of hope in the sky, she can look to that history, 
to that people, and to that section with the assurance that 
the sons of the fathers who rebuilt that civilization after the 
Civil War will rebuild this one. We have down there enough 
of example and of inspiration to save the population of this 
continent. 

Did we have adverse tariffs? Yes; the tariff laws were 
written against the agricultural South for 60 years; but we 
came up with that burden on our backs. Who paid the 
pensions of the Union soldiers?—and I do not begrudge them 
their pensions. In this very Congress Thad Stevens, of 
Pennsylvania, wrote the laws imposing the taxes upon the 
tobacco of the South, and he said on the floor of the House 
yonder that if that war terminated as he hoped it would, 
“these tax laws will pay the bill of the war”; and they did. 

Virginia and North Carolina today turn in, by way of 
revenue on tobacco—which is collected throughout the coun- 
try, and I do not intend to get around that fact at all—more 
taxes into the Federal Treasury than any other two States 
in the whole land, if we take out New York and Pennsyl- 
vania. North Carolina ranks second amongst the American 
States in the amount of taxes paid into the Federal Treasury, 
second only to New York. It is said the taxes on tobacco 
are collected around the whole country, and they are; but 
hear me, Senators, every dollar of the tax collected is an 
impost upon the tobacco in the fields of the farmer. 

Mr. GLASS. Mr. President, I regard the statement that 
the tax is paid all over the country as an utter delusion. 
It is paid right on the warehouse floor by the man who 
goes there to buy the tobacco. 

Mr. BAILEY. I thank the Senator. I was taking the 
most liberal view, because, taking the most liberal view, the 
effect of the tax is precisely the same. It rests upon the 
tobacco in the patches on the farm, and that tobacco is on 
the hills of Virginia and of North Carolina. We turn into 
the Treasury every year from $250,000,000 to $400,000,000, 
and that is a Treasury which is getting only 4 or 5 times 
that sum from the whole American Union. 

With an adverse tariff which laid its toll day by day upon 
everything the farmer bought, and paid him nothing what- 
ever on the things he had to sell, and created this disparity, 
which has finally broken him down; with this additional 
toll upon his tobacco, hear me, that southern shoeless land 
has, nevertheless and notwithstanding, created, within the 
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short space of 40 years, and now possesses, as much of Reference was made by my genial friend the able Senator 


wealth as the entire American Union had in the year 1890. 

Mr. President, I hope that all men in the United States 
will learn the truth about the South, and that is all I ask 
that they do learn. I do not think the South should stand 
up and protest against this sort of thing. I think it becomes 
the southern people rather to go on with their business, and 
do their work, and create their great civilization. But I 
did hope that such an utterance as this would not come 
from the Cabinet of the President of the United States, and 
I could have devoutly prayed to be spared making such 
protest as I have made against an utterance like this from 
a member of a Democratic Cabinet. 

Mr. LONG. Mr. President, will the Senator yield? 

The PRESIDING OFFICER. Does the Senator from 
North Carolina yield to the Senator from Louisiana? 

Mr. BAILEY. I will yield in a moment. I do not see how 
I could have discharged my duty, with this utterance from 
the high official source from which it has come, and more 
especially, Mr. President, in view of the insinuation that it 
is now proposed to take charge of the industries of the South 
in order to create a market for shoes to be manufactured in 
the North, had I done less. 

I have not finished with that. The southern people have 
asked no assistance from the Government, except such as 
has been generally granted here in the last two extraordinary 
years. We have come thus far on our own. Thank God, we 
are capable of going the rest of the way. Can we not at 
least ask that the official sources of the United States— 
whether they give us sympathy or not is not the question— 
will at least inform themselves before they undertake to 
create a social revolution amongst us by way of putting shoes 
on our feet? 

Now I yield to the Senator from Louisiana. 

Mr, LONG. Mr. President, is this lady who has informed 
us about the shoeless South the person who is to be given 
jurisdiction under the so-called “ industrial legislation ”? 

Mr. BAILEY. I would not be able to say what is going 
to happen along that line. 

Mr. LONG. It looks to me as if the lady had better be 
sent to school. Somebody should teach her about something 
except manicuring sets, or something. Somebody ought to 
show her how to get in out of the rain before we turn her 
loose on the whole country. 

Mr. BAILEY. Mr. President, I said in the beginning that 
I was not going to speak by way of any sense of offense. I 
would rather open the arms of the southern people to the 
lady Secretary of Labor and ask her to come down and see 
us, and I have some faint suspicion that if she would come, 
she would not only learn about shoes but that she would get 
a new schooling in the elementary principles of American 
life and government, and I know of nothing that is more 
needed than that at the present time. 

If it was good for Galsworthy to come and drink from 
the springs of English civilization in our mountains, I think 
it would be worth while at just this moment for someone 
to go down to the land of the founders of the Republic—for 
we are not strangers here; I am in the house that the 
fathers built—to go down to the land of Washington and 
Jefferson, of Madison and Monroe, and John Marshall, to 
go down there and drink again from the great principles 
from which this Republic has drawn its life, by means of 
which it has lived to this good hour, and without which, 
for my part, I hesitate to say what the consequences 
would be. 

Mr, COPELAND obtained the floor. 

Mr. GLASS. Mr, President, may we proceed now? We 
have spent 2 hours, and there has not been a word of com- 
ment on the banking measure. May I not plead with the 
Senator from New York to let us get along with the bill? 

The PRESIDING OFFICER. Does the Senator from New 
York yield to the Senator from Virginia? 

Mr. COPELAND. I yield. 

Mr. GLASS. No; I will not ask the Senator to yield to me. 

Mr. COPELAND. Mr. President, I shall not embarrass the 
Senator from Virginia, because what I say will be very brief. 


from North Carolina [Mr. Barry] to my State of New York. 
I want to remind him that New York City in those awful 
days following the War between the States and the period 
of reconstruction was a firm friend and a very practical 
friend of the South. We have a large southern population 
in New York and have most congenial relationships, com- 
mercial and social, with the South. 

I cannot respond in the same vein of humor and eloquence 
that was used by the Senator from Georgia and the Senator 
from North Carolina. But I do want to say that I think the 
Secretary of Labor has been misunderstood. Undoubtedly 
she was using but one example of the povérty which exists 
in all parts of our country, North and South. 

Mr. McKELLAR. Mr. President—— 

The PRESIDING OFFICER. Does the Senator from New 
York yield to the Senator from Tennessee? 

Mr. COPELAND. I yield. 

Mr. McKELLAR. I wish to say that I sincerely hope that 
the Senator is correct in stating that the Secretary of Labor 
has been misquoted and that she will give the facts to the 
country, for I am quite sure that if she knew the facts she 
would not have made any such statement as that which has 
been quoted. 

Mr. COPELAND, I think the Senator from Tennessee is 
entirely right as regards the spirit of this good woman. 

She need not have gone to the South for an example of 
poverty. Iam sorry to say that in her city and my own city 
of New York there is greater poverty than can be found 
anywhere else on the continent. We have 1 square mile in 
New York City where live 500,000 persons, 12 living in 3 
rooms, 4 sleeping in the kitchen every night. Nowhere else 
in our country is there greater poverty than exists in the city 
of New York. If we buy more shoes per capita, it is because 
they wear out faster on the sidewalks of New York, being 
worn by people walking to find jobs. I am sure that the 
Secretary of Labor had in her mind simply one example of 
many she might have used. I am confident that I know the 
heart of that gocd women. Her greatest joy is to relieve 
distress and human suffering. 

Mr. BAILEY. Mr. President, may I interrupt the Sena- 
tor from New York? 

The PRESIDING OFFICER. Does the Senator from New 
York yield to the Senator from North Carolina? 

Mr. COPELAND. I yield. 

Mr. BAILEY. Assuming that all the Senator from New 
York has said is true, there is no foundation for the ex- 
ample. That is my point. 

Mr. COPELAND. That may well be, and perhaps if the 
Secretary of Labor had used more thought, she would not 
have cited that particular example and, unless she was mis- 
quoted, would have been more accurate in her statement 
of facts. 

Mr. BAILEY. I am going to ask the Senator from New 
York a question and not in a controversial way. Does he 
not think the Secretary of Labor of the United States, before 
making a statement like that, might have gotten the facts? 

Mr. COPELAND. The Senator from North Carolina, per- 
haps, and I, too, have made many speeches in which we have 
spoken somewhat beyond the card in what we have said 
from time to time. But I know this woman; I know her 
great heart. Nobody in the State of New York is more de- 
voted to the cause of the poor, to the cause of social recon- 
struction, and the upbuilding of our country. She had no 
thought of reflecting upon the South, I am confident, be- 
cause, as I have said, she could have said, with more truth, 
that there is such poverty in the city of New York that our 
State and our city should be ashamed of the conditions 
which exist there. It might well be that a factory should be 
established to make clothing and shoes and stockings ex- 
clusively for the underclad children of New York. 

Mr. President, it is no reflection on the South that there is 
poverty; it is no reflection on the North or the East or the 
West; it is a reflection upon our Nation at large. If we can 
work out here some way of solving this great social and 
economic problem, I am sure that those of us who come 
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from the North and the East will join those from the South 
in helping to find a solution. Nothing can be more 
important. 

Ido, however, want to bear testimony to the fact that Miss 
Perkins has had too long a record of fine social service and 
is too anxious to aid our country at large, to make any mis- 
statements or to give any wrong impression, I am sure 
when the time comes for her to speak she will make full 
explanation which will satisfy my friends from the South. 

I just wanted to say that word about this particular mem- 
ber of the President’s Cabinet. Mr. Roosevelt selected her 
because of what she had done in the past in solving such 
problems as we have been discussing here this morning. I 
am sure that when you come to know her you will realize 
that she would be the last one to seek to reflect upon any 
section of our country. So I say, Mr. President, let us to- 
gether, from every part of our great Nation,.try to solve the 
problem and to make poverty unknown in America. 

RELIEF OF INSURANCE COMPANIES 


The PRESIDING OFFICER laid before the Senate the 
amendments of the House of Representatives to the bill 
(S. 1094) to provide for the purchase by the Reconstruc- 
tion Finance Corporation of preferred stock and/or bonds 
and/or debentures of insurance companies. 

Mr. FLETCHER. I move that the Senate disagree to 
the amendments of the House of Representatives, request a 
conference with the House on the disagreeing votes of the 
two Houses thereon, and that the Chair appoint the con- 
ferees on the part of the Senate. 

The motion was agreed to, and the Presiding Officer ap- 
pointed Mr. FLETCHER, Mr. BARKLEY, Mr. REYNOLDS, Mr. 
Couzens, and Mr. Kean conferees on the part of the Senate. 


REGULATION OF BANKING 


The Senate resumed the consideration of the bill (S. 1631) 
to provide for the safe and more effective use of the assets 
of Federal Reserve banks and national banking associations, 
to regulate interbank control, to prevent the undue diversion 
of funds into speculative operations, and for other purposes. 

Mr. GLASS. Now, Mr. President, may we have a vote 
on the amendment proposed by the Senator from Michigan 
to the banking bill? 

The PRESIDING OFFICER. The question is on the 
amendment offered by the Senator from Michigan. 

Mr. ADAMS. Mr. President, I have a word or two which 
I wish to say about that amendment. I am not equipped 
to speak upon the shoe question, and perhaps not as to this 
amendment of the junior Senator from Michigan to the 
pending bank bill, but I think it is open to some criticism, 
at least to some inquiry. 

At the last session of Congress a very admirable bill on 
the banking question was introduced and carried through 
this body by the distinguished and scholarly Senator from 
Virginia. Had I been here I should have voted for the 
bill as it passed. A number of amendments have been 
offered to that bill during the present session, and I think 
practically all the amendments tend to impair the original 
bill rather than to improve it. 

The amendment that is now offered I think meets that 
same description, Mr. President. The bill as it is now framed 
with the deposit-guaranty provisions in it I think provides 
for a legal massacre of many hundreds if not thousands of 
State banks. I am speaking of sound State banks, not of 
the banks that are unsound. The bill in its present form 
means that the State banks must either go into the Federal 
Reserve System or perish. It lays down rules for admission 
to the Federal Reserve System with which it will be impos- 
sible for many sound State banks to comply. While it may 
not lay down a different rule for the admission of State 
banks, it does provide a different board of examiners. A 
State bank must pass the scrutiny of the Federal Reserve 
Board, while a national bank, in order to take advantage 
of the guaranty provision, is passed upon by the Comptroller 
of the Currency who has already passed upon it, for all the 
banks that are now open have passed the scrutiny of the 
Comptroller. The Federal Reserve Board before it can ad- 
mit a State bank to the benefits of the guaranty provision 


must find that the assets of the bank are unquestionably 
adequate to meet all its obligations, a degree of proof which 
today cannot be met by many banks. 

The pending amendment—and I want to comment on that 
briefly—I think rather provides, as many of the State banks 
must themselves walk the plank, a means of greasing the 
plank so that they will go off the end of the plank more 
easily. It provides that State banks may enter a limited 
bank guaranty fund. In this case it is a Government guar- 
anty; it is not limited to the fund which is provided by the 
banks, but the bill provides that the Treasury of the United 
States shall make up the deficiency. It does levy upon the 
banks, State and National, that go into the fund assessments 
first of one half of 1 percent, with the possible addition of 
another one half of 1 percent. Then following for 9 addi- 
tional years, if there is a shortage in the fund, one fourth 
of 1 percent each year may be levied upon that bank even 
though it is no longer a member of the fund. At the end 
of the year during which this temporary deposit-guaranty 
fund lasts, any balance remaining in the fund is turned 
over to the permanent guaranty fund. 

A State bank may contribute its half of 1 percent or its 1 
percent; the fund may be intact; and if that State bank 
does not see fit to go into the new and permanent guaranty 
fund it gets no rebate of the amount it has paid; but its 
contribution for insurance goes into the general fund for the 
benefit of those banks that either can go in or choose to go 
in. It seems to me to be a gross injustice to the bank which 
does not go in or cannot go in to take its contribution to the 
fund and assign it to the insurance of other banks. That is 
the primary objection, Mr. President, that I am making to 
this amendment. 

I think all of the bank guaranty provisions are funda- 
mentally unsound. I think they have been demonstrated to 
be so in a series of efforts in this country. The distinguished 
Senator from Virginia has been good-natured and has made 
concessions to the point of allowing guaranty provisions to 
be incorporated in what would otherwise have been a sound 
bill, just as he has conceded that the Secretary of the Treas- 
ury shall be a member of the Federal Reserve Board when 
he says he does not belong there. I think the distinguished 
Senator from Virginia has allowed his spirit of conciliation 
and concession to carry him beyond the welfare of the bank- 
ing interests of this country. I think he should have stood 
by the bank bill that he worked out with such care and such 
skill and piloted through the last session of Congress. 
Therefore, Mr. President, I am going to vote against this 
amendment. 

The PRESIDING OFFICER. The question is on agreeing 
to the amendment offered by the Senator from Michigan. 

The amendment was agreed to. 

Mr. GLASS obtained the floor. 

Mr. WHEELER. Mr. President, will the Senator yield? 

The PRESIDING OFFICER. Does the Senator from Vir- 
ginia yield to the Senator from Montana? 

Mr. GLASS. Certainly. 

Mr. WHEELER. I have a letter from the cashier of the 
Basin State Bank, located in Stanford, Mont., reading at 
follows: 


BASIN STATE BANK, 
Stanford, Mont., May 19, 1933. 
Hon. B. K. WHEELER, 
United States Senate, Washington, D.C. 

Dran SENATOR WHEELER: According to the press, the new Glass 
banking bill makes provisions for a guaranty of deposits or in- 
surance of deposits to national banks and members of the Federal 
Reserve banks, but makes the minimum capital of national banks, 
as well as State banks that become members, $50,000 in cities of 
6,000 or less. 

If this bill should become a law with the above provisions, it 
would in a very short time put all of the small State banks out of 
business, for no bank could operate, as I see it, against such com- 
petition; no bank could make it in the smaller towns with $50,000 
capital, for they would not have volume enough to warrant so 
much money tied up in capital. I feel that the guaranty of 
deposits or deposit insurance is a good thing, but feel that there 
should be provisions so that the small banks could get in on it by 
allowing them to become members of the Federal Reserve, or, 
better still, to allow them to get in on the deposit guaranty under 
proper examination, but without having to increase their capital 
to $50,000, 
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In this State there are 56 banks capitalized for $50,000 or over 
—ç we that are capitalized under $50,000, mostly $20,000 and 
I hope that you will use your efforts to save the small country 
banks that are worthy. 
Yours very truly, 
A N. B. Marruews, Cashier. 

As I understand the Senator from Virginia, he feels that 
the bill would not shut out banks that are organized for 
less than $50,000 in towns of 6,000 or less population from 
becoming members of the Federal Reserve System at the 
present time, or, rather, after the passage of the bill. 

Mr. GLASS. No; not after the passage of the bill. 

Mr. WHEELER. Let me call the Senator’s attention to a 
paragraph which I think should be amended if that is the 
way the Senator feels about it. I refer to paragraph (b), on 
page 59, reading as follows: 

(b) The tenth paragraph of section 9 of the Federal Reserve 
Act, as amended, is amended to read as follows: 

“No applying bank shall be admitted to membership in the 
Federal Reserve bank unless it a paid-up unimpaired 
capital sufficient to entitle it to become a national banking asso- 
ciation in the place where it is situated under the provisions of 
the National Bank Act, as amended.” 

It seems to me quite clear that that language shuts out 
any bank that is now organized with a capital of $25,000 
from becoming a member of the Federal Reserve bank. 

Mr. GLASS. No; not of $25,000; but of $20,000, yes. 

Mr. WHEELER. And of $25,000. 

Mr. GLASS. No; I do not think so. 

Mr. WHEELER., If the Senator will follow the reading of 
the language that is in the bill at the present time, I believe 
he will agree with me. The language is: 

No applying bank shall be admitted to membership in a Federal 
Reserve bank unless it a paid-up unimpaired capital suf- 
ficient tọ entitle it to become a national- association in 
the place where it is situated under the provisions of the National 
Bank Act, as amended. 

Mr. GLASS. “In the place where it is situated.” That 
is to say, in a small town where, for example, a national 
bank has the minimum capital of $25,000, a State bank in 
that same place, in order to gain membership in the Federal 
Reserve System, would have to have a capital of only $25,000. 
If the Senator will refer to the Federal Reserve Act itself, 
governing the application of State banks for membership in 
the Federal Reserve System, he will see that they are re- 
quired to have only that capitalization which is provided for 
national banks in towns of the same population. 

Mr. WHEELER. I am simply asking the Senator for 
information, because I am not as familiar with it as he is, 
but it seems to me when we amend the prior section so as 
to read: 

After this section, as amended, takes effect, no national b 
association shall be organized with a less capital than $100,000, 
except that such associations with a capi of not less than 
$50,000 may be organized in any place the population of which 
does not exceed 6,000 inhabitants— 

Then—— 

Mr. GLASS. That applies, if I may interrupt the Senator, 
to banks organized after the enactment of this bill into 
law and not to any existing banks. 

Mr. WHEELER. But the point is that the next provision 
is that “no applying bank shall be admitted to membership 
in a Federal Reserve bank unless it possesses a paid-up 
unimpaired capital sufficient to entitle it to become a na- 
tional banking association“; in other words, it seems to me 
that this section, taken in connection with the other, will 
require the small bank, in the town of less than 6,000 pop- 
ulation, to increase its capital stock from $25,000 to $50,000 
before it may become a member of the Federal Reserve bank. 

Mr. GLASS. The purpose of the committee in preparing 
the bill was to put an applying State bank on exactly the 
same basis as the national bank, which is compelled to 
become a member, and if there be any doubt about it we 
shall be very glad to clarify the matter so as to meet the 
point the Senator is making. 
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Mr. WHEELER. That is the thought I had in mind, that 
that language should be clarified. 

Mr. GLASS. Mr. President, there is another proposed 
amendment offered by the Senator from Vermont [Mr. 
Austin] which I ask may be stated at this time. 

The PRESIDING OFFICER. The amendment will be 
read for the information of the Senate. 

The LEGISLATIVE CLERK. On page 69, line 12, insert the 
following: 

Provided, That in States with a population of less than one 
half million, and which have no cities located therein with a 
population exceeding 50,000, the capital shall not be less than 
$100,000. 

Mr. GLASS. The committee accepts the amendment and 
hopes that it may be adopted. 

The PRESIDING OFFICER. The question is on agreeing 
to the amendment of the Senator from Vermont. 

The amendment was agreed to. 

Mr. BULKLEY. Mr, President, there has been consider- 
able argument as to how long a time should be permitted 
commercial banks engaged in the investment business to get 
out of that business, and banks operating affiliates conduct- 
ing an investment business to separate themselves from 
those affiliates. The committee reported the bill granting 
a period of 2 years for such separation. There is no evi- 
dence to indicate that 2 years will be necessary to accom- 
plish the separation. I accordingly offer amendments which 
will take effect in several places in the bill, if adopted, to 
reduce the period of separation from 2 years to 1 year. 

The VICE PRESIDENT. The Senator from Ohio proposes 
certain amendments, which the clerk will report. 

The LEGISLATIVE CLERK. On page 58, line 7, strike out the 
words “ two years ” and insert “ one year ”; the same amend- 
ment on page 10, line 14; the same amendment on page 59, 
line 11; the same amendment on page 66, line 8; and the 
same amendment on page 67, line 8. 

The VICE PRESIDENT. Without objection, the amend- 
ments are agreed to. Without objection, committee amend- 
ments will now be considered, and the clerk will report the 
first committee amendment. 

The LEGISLATIVE CLERK. The committee proposes, on page 
6, line 10, after the word “ stock ”, to insert the following: 
(and any other banking institution the capital of which consists 
of weekly or other time deposits which are segregated from all 


other deposits and are regarded as capital stock for the purposes 
of taxation and the declaration of dividends), 


So as to read: 


(c) Section 9 of the Federal Reserve Act, as amended, is further 
amended by adding at the end thereof the following new para- 


graphs: 

“Any mutual savings bank having no capital stock (and any 
other banking institution the capital of which consists of weekly 
or other time deposits which are segregated from all other deposits 
and are regarded as capital stock for the purposes of taxation and 
the declaration of dividends), but having surplus and undivided 
profits not less than the amount of capital required for the organi- 
zation of a national bank in the same place, may apply for and be 
admitted to membership in the Federal Reserve System in the 
same manner and subject to the same provisions of law as State 
banks and trust companies, except that such savings bank shall 
subscribe for capital stock of the Federal Reserve bank in an 
amount equal to six tenths of 1 percent of its total deposit lia- 
bilities as shown by the most recent report of examination of such 
savings bank preceding its admission to membership.” 

The VICE PRESIDENT. Without objection, the amend- 
ment is agreed to. The next committee amendment will be 
stated. 

The next amendment was, on page 10, line 17, after the 
word “bank”, to insert “or a corporation existing on the 
date this paragraph takes effect engaged solely in holding 
the bank premises of such State member bank”, so as to 
read: 

After 2 years from the date of the enactment of the Banking Act 
of 1933, no certificate representing the stock of any State member 
bank shall represent the stock of any other corporation, except a 
member bank or a corporation existing on the date this para- 
graph takes effect engaged solely in holding the bank premises of 


such State member bank, nor shall the ownership, sale, or transfer 
of any certificate representing the stock of any such bank be 
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conditioned in any manner whatsoever upon the ownership, sale, 
or transfer of a certificate representing the stock of any other 
corporation, except a member bank. 


The VICE PRESIDENT. Without objection, the amend- 
ment is agreed to. The next amendment will be stated. 

The next amendment was, on page 46, after line 17, to 
insert the following subparagraph: 


(b) The paragraph of section 18 of the Federal Reserve Act, as 
amended, beginning “ That in addition to the powers now vested 
in national banking associations” is amended (effective 6 months 
hence) to read as follows: 

“Any national banking association located and doing business in 
any place the population of which does not exceed 5,000 in- 
habitants, as shown by the last preceding decennial census, may, 
under such rules and regulations as may be prescribed by the 
Comptroller of the Currency, act as the broker or agent for others 
in making or procuring loans on real estate located within 100 
miles of the place in which such association is located, receiving 
for such services a reasonable fee or commission; but no such 
association shall in any case guarantee either the principal or 
interest of any such loan.” 


The VICE PRESIDENT. Without objection, the amend- 
ment is agreed to. 

The next amendment was, on page 59, line 14, after the 
word “bank”, to insert “or a corporation existing on the 
date this paragraph takes effect engaged solely in holding 
the bank premises of such association”, so as to read: 


Sec. 18. Section 5189 of the Revised Statutes, as amended, is 
8 by adding at the end thereof the following new para- 


graph: 

“After 2 years from the date of the enactment of the Bank- 
ing Act of 1933, no certificate representing the stock of any such 
association shall represent the stock of any other corporation, 
except a member bank or a corporation existing on the date this 
paragraph takes effect engaged solely in holding the bank premises 
of such association, nor shall the ownership, sale, or transfer of 
any certificate representing the stock of any such association 
be conditioned in any manner whatsoever upon the ownership, 
sale, or transfer of a certificate representing the stock of any 
other corporation, except a member bank.” 


The VICE PRESIDENT. Without objection, the amend- 
ment is agreed to. 

The next amendment was, on page 59, to strike out lines 
24 and 25, and on page 60 to strike out in lines 1 and 2 
as follows: 


In all elections of directors and in deciding all questions at 
meetings of shareholders, each shareholder shall be entitled to 
one vote on each share of stock held by him. 


And to insert in lieu thereof the following: 


In all elections of directors, each shareholder shall have the 
right to vote the number of shares owned by him for as many 
persons as there are directors to be elected, or to cumulate such 
shares and give one candidate as many votes as the number of 
directors multiplied by the number of his shares shall equal, or to 
distribute them on the same principle among as many candidates 
as he shall think fit; and in deciding all other questions at meet- 
ings of shareholders, each shareholder shall be entitled to one 
vote on each share of stock held by him. 


So as to read: 


In all elections of directors, each shareholder shall have the 
right to vote the number of shares owned by him for as many 
persons as there are directors to be elected, or to cumulate such 
shares and give one candidate as many votes as the number of 
directors muitiplied by the number of his shares shall equal, or 
to distribute them on the same principle among as many candi- 
dates as he shall think fit; and in deciding all other questions at 
meetings of shareholders, each shareholder shall be entitled to 
one vote on each share of stock held by him; except (1) that 
shares of its own stock held by a national bank as sole trustee 
shall not be voted, and shares of its own stock held by a national 
bank and one or more persons as trustees may be voted by such 
other person or persons, as trustees, in the same manner as if he 
or they were the sole trustee, and (2) shares controlled by any 
holding-company affiliate of a national bank shall not be voted 
unless such holding-company affiliate shall have first obtained 
a voting permit as hereinafter provided, which permit is in force 
at the time such shares are voted. Shareholders may vote by 
proxies duly authorized in writing; but no officer, clerk, teller, 
or bookkeeper of such bank shall act as proxy; and no shareholder 
whose liability is past due and unpaid shall be allowed to vote, 


The VICE PRESIDENT. Without objection, the amend- 
ment is agreed to. 


The next amendment was, on page 81, after line 14, to 
insert the following new section: 
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Sec. 33. Nothing in this act shall be construed to prohibit a 
national banking association from holding stock in a corporation 
by such association to liquidate a part of its assets 

pursuant to the direction of the Comptroller of the Currency. 

The VICE PRESIDENT. Without objection, the amend- 
ment is agreed to. 

The next amendment was, on page 81, line 20, to strike 
out the numerals “33” and insert the numerals “34”, re- 
numbering the section. 

The VICE PRESIDENT. Without objection, the amend- 
ment is agreed to. That concludes the committee amend- 
ments. 

Mr. BULKLEY. Mr. President, I send to the desk a minor 
technical amendment. 

The VICE PRESIDENT. The amendment will be reported. 

The CHIEF CLERK. The Senator from Ohio proposes, on 
page 48, line 25, to strike out the word “ unconditionally ” 
so as to read: 

No member bank shall, directly or indirectly by any device 
whatsoever, pay any interest on any deposit which is payable on 
demand. 

The VICE PRESIDENT. Without objection, the amend- 
ment is agreed fo. 

Mr. BULKLEY. I offer another amendment for the pur- 
pose of clarification. 

The VICE PRESIDENT. The amendment will be stated. 

The CHIEF CLERK. On page 29, line 9, strike out the words 
“the amount by which ”, and in line 10 strike out the words 
“does not exceed” and insert in lieu thereof not exceed- 
ing ”, so as to make the sentence read: 

One hundred percent of such net amount not exceeding $10,000. 


The VICE PRESIDENT. Without objection, the amend- 
ment is agreed to. 

Mr. McKELLAR. Mr. President, I offer an amendment 
at this point. 

The VICE PRESIDENT. The Senator from Tennessee 
offers an amendment, which will be stated. 

The Curer CLERK. On page 49, line 1, after the word 
“ prohibiting ”, strike out all the remainder of the proviso 
and insert in lieu thereof the following: 
money from being deposited as Postal Savings or from drawing 
interest as now provided by law or in any manner repealing or 
modifying the present law governing the receipt by the Govern- 
ment of Postal Savings and their management and control. 

So as to read: 


No member bank shall, directly or indirectly by any device 
whatsoever, pay any interest on any deposit which is payable 
unconditionally on demand: Provided, That nothing herein con- 
tained shall be construed as prohibiting money from being de- 
posited as Postal Savings or from drawing interest as now provided 
by law or in any manner repealing or modifying the present law 
governing the receipt by the Government of Postal Savings and 
their management and control. 


Mr. McKELLAR. Mr. President, this subsection and sub- 
section (c) on the same page provide virtually for the 
destruction of the Postal Savings System. That System has 
been in effect many years and has been a wonderful work. 
I know there are cities in Tennessee and I think all over the 
country where the Postal Savings bank has been largely the 
one bank that has remained open. I know of at least two 
places in my State where for quite a while had it not been 
for the Postal Savings there would have been no money in 
those two cities. 

The provision contained in the bill has been reported 
from the Banking and Currency Committee without any 
consultation with the Committee on Post Offices and Post 
Roads and without any consultation with the Post Office 
Department, without asking whether it was favored by that 
Department or not. The purpose of the amendment which 
I have just tendered, and one which I shall offer when this 
is disposed of, is to correct that situation. 

In this connection, I want to read to the Senate, and 
I hope they will listen to it—it is not long—a letter from 
the Post Office Department which discusses this proposal. 
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It is a letter addressed to me by the Third Assistant Post- 


master General: 
Post OFFICE DEPARTMENT, 
DIVISION OF POSTAL SAVINGS, 
May 23, 1933. 
Hon, KENNETH MCKELLAR, 
United States Senate. 

My Dear SENATOR MCKELLAR: The so-called “Glass bill” 
(S. 1631), has been read with a great deal of satisfaction, How- 
ever, paragraphs (b) and (c) of section 11, affecting Postal 
Savings, giye me so much concern that I feel constrained to call 
your attention to the far-reaching effects of the section referred 
to from the Postal Savings standpoint. 

Postal Savings deposits are evidenced by Postal Savings certifi- 
cates of deposit in denominations of $1, $2, $5, $10, $20, $50, 
$100, 8200, and $500, samples attached hereto. 


For the benefit of those who are interested in the RECORD, 
I desire to have printed in the Recorp at this point the sam- 
ples which I send to the desk. 

The VICE PRESIDENT. Without e it is 80 
ordered. 

The samples are as follows: 

Post OFFICE DEPARTMENT 
POSTAL SAVINGS SYSTEM 


The faith of the United States of America is solemnly pledged 
to the payment of deposits with accrued interest. 


CERTIFICATE OF DEPOSIT 
(Act of June 25, 1910) 


Specimen A 00000 
“(Depository office) == tS (Serial number) 
Name of depositor) 7j; (Date of Issue) 
“(Account number) ate when interest begins) 


ONE DOLLAR 

This certifies that the sum of one dollar has been deposited 

with the Postal Savings System and will be payable to the de- 

positor at the above-named depository office with interest at the 

rate of two percent per annum, payable annually on the presenta- 
tion of this certificate properly indorsed. 

A. S. BURLESON, 
Postmaster General. 


Series of 1917 


Not transferable 
Not negotiable 


The depositor must not indorse this certificate until it is pre- 

sented at the post office for payment. 
INFORMATION FOR DEPOSITOR 

1. Before accepting this certificate the depositor must see that 
the amount for which it is issued is correct. 

2. If this certificate is lost, the depositor should immediately 
notify the postmaster at the post office where issued. 

8. Certificates begin to draw interest from the first day of the 
month following the month in which issued. 

4. The postmaster will stamp in the spaces below the dates on 
which annual interest payments are made, deferred payments 
covering two or more years to be stamped separately in the spaces 
provided for the several years. 


Interest 
Dates of annual interest pay- 
accruing |“ ments of two cents each 


Total 
accrued 


$0. 02 
0.04 
0. 06 
0.08 
0.10 
0.12 
0.14 
0.16 
0.18 
0, 20 


Seer 
S 888888888 


Post OFFICE DEPARTMENT 
POSTAL SAVINGS SYSTEM 
The faith of the United States of America is solemnly pledged 
to the payment of deposits with accrued interest. 
CERTIFICATE OF DEPOSIT 
(Act of June 25, 1910) 


Specimen B 00000 
“(Depository office) =| (Serial number) 
(Fame of depositor) = = =| 7 (Date of issue) = 
(Account number) = | (Date when interest begins) 
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TWO DOLLARS 
This certifies that the sum of two dollars has been deposited 

with the Postal Savings System and will be payable to the deposi- 
tor at the above-named depository office with interest at the rate 
of two per cent per annum, payable annually on the presentation 
of this certificate properly indorsed. 

A. S. BURLESON, 

Postmaster General. 


Series of 1917 


Not transferable 
Not negotiable 


POST OFFICE DEPARTMENT 
POSTAL SAVINGS SYSTEM 


The faith of the United States of America is 8 pledged 
to the payment of deposits with accrued interest 


CERTIFICATE OF DEPOSIT 
(Act of June 25, 1910) 


Specimen 00000 
Weposſtory office) = (Serial number) 
ame of depositor) j (Date of issue) ; 
rads (Account number, DDbate when interest begins) 


FIVE DOLLARS 
This certifies that the sum of five dollars has been deposited 
with the Postal Savings System and will be payable to the deposi- 
tor at the above named depository office with interest at the rate 
of two percent per annum, payable annually on the presentation 
of this certificate properly indorsed. 
A. S. BURLESON, 
Postmaster General, 
Not transferable : 
Not negotiable Series of 1917 
Post OFFICE DEPARTMENT 
POSTAL SAVINGS SYSTEM 
The faith of the United States of America is solemnly pledged 
to the payment of deposits with accrued interest. 
CERTIFICATE OF DEPOSIT 


(Act of June 25, 1910) 


Specimen D 00000 
“(Depository office) ) (Serial number; 
ame of depositor) ——— | (Date of issue) = 
ip 4 (Account number ‘(Date when interest begins) 


TEN DOLLARS 
This certifies that the sum of ten dollars has been deposited 
with the Postal Savings System and will be payable to the de- 
positor at the above-named depository office with interest at the 
rate of two percent per annum, payable annually on the presenta- 
tion of this certificate properly indorsed. 
A. S. BURLESON, 


Postmaster General. 
Not transferable 


Not negotiable Series of 1917 


Post OFFICE DEPARTMENT 
POSTAL SAVINGS SYSTEM 


The faith of the United States of America is ERN pledged to 
the payment of deposits with accrued interest 


CERTIFICATE OF DEPOSIT 
(Act of June 25, 1910) 


Specimen . E 00000 
“(Depository mee ) (Serial number) 
Name of depositor) = | (Date of issue) ) 
ery (Account number) (Date when interest begins) 


TWENTY DOLLARS 


This certifies that the sum of twenty dollars has been deposited 
with the Postal Savings System and will be payable to the de- 
positor at the above-named depository office with interest at the 
rate of two percent per annum, payable annually on the presen- 
tation of this certificate properly indorsed. 

A. S. BURLESON, 
Postmaster General, 
Not transferable 


Not negotiable Series of 1917 


POST OFFICE DEPARTMENT 
POSTAL SAVINGS SYSTEM 


The faith of the United States of America is solemnly pledged 
to the payment of deposits with accrued interest, 


CERTIFICATE OF DEPOSIT ` 
(Act of June 25, 1910) 


— —ů— 2 om: 


(Account number) 


Date when interest begins) 

FIFTY DOLLARS 

This certifies that the sum of fifty dollars has been deposited 
with the Postal Savings System and will be payable to the de- 
positor at the above-named depository office with interest at the 
rate of two percent per annum, payable annually on the presen- 
tation of this certificate properly indorsed. 
A. S. BURLESON, 
Postmaster General. 


Series of 1917 


Not transferable 
Not negotiable 


POST OFFICE DEPARTMENT 
POSTAL SAVINGS SYSTEM 


The faith of the United States of America is solemnly pledged 
to the payment of deposits with accrued interest. 


CERTIFICATE OF DEPOSIT 
(Act of June 25, 1910) 


en 
“(Depository office) “(Serial number) 
ame of depositor) j; (Date of issue) 
7 (Account number) Date when interest begins) 


ONE HUNDRED DOLLARS 
This certifies that the sum of one hundred dollars has been 
deposited with the Postal Savings System and will be payable to 
the depositor at the above-named depository office with interest at 
the rate of two percent per annum, payable annually on the pres- 
entation of this certificate properly indorsed. 
A. S. BURLESON, 
Postmaster General. 


Series of 1917 


Not transferable 
Not negotiable 


Post OFFICE DEPARTMENT 
POSTAL SAVINGS SYSTEM 


The faith of the United States of America is solemnly pledged 
to the payment of deposits with accrued interest. 


CERTIFICATE OF DEPOSIT 
(Act of June 25, 1910) 


8 
"(Depository office) ~~ (Serial number) — 
“(Name of depositor) = TT (Date of issue) 
7 (Account number) “(Date when Interest begins) 


TWO HUNDRED DOLLARS 


This certifies that the sum of two hundred dollars has been 
deposited with the Postal Savings System and will be payable to 
the depositor at the above-named depository office with interest at 
the rate of two percent per annum, payable annually on the pres- 
entation of this certificate properly indorsed. 

A. S. BURLESON, 
Postmaster General. 


Series of 1917 


Not transferable 
Not negotiable 


Post OFFICE DEPARTMENT 
POSTAL SAVINGS SYSTEM 


The faith of the United States of America is solemnly pledged 
to the payment of deposits with accrued interest. 


CERTIFICATE OF DEPOSIT 
(Act of June 25, 1910) 


Specimen I 00000 
L (Depository office) Serial number) 
ame of depositor) (Date of issue) 
ae ad (Account number) ate when interest begins) 


FIVE HUNDRED DOLLARS 


This certifies that the sum of five hundred dollars has been de- 
posited with the Postal Savings System and will be payable to the 
depositor at the above-named depository office with interest at the 
Tate of two percent per annum, payable annually on the pres- 
entation of this certificate properly indorsed. 


A. S. BURLESON, 
Postmaster General. 
Not transferable 
Not negotiable Series of 1917 
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Mr. McKELLAR. I continue reading from the letter: 


These certificates are payable on demand and bear interest at 
the rate of 2 percent per annum from the first day of the month 
next succeeding the date of deposit. However, the regulations 
have been amended to permit quarterly payment of interest when 
a certificate is surrendered for the full amount of the principal. 

Postal Savings funds received at depository post offices are, in 
accordance with the act, deposited in local qualified banks sub- 
stantially in proportion to the capital and surplus of the banks 
willing to qualify under the terms of the act. Funds deposited 
in qualified banks bear interest at the rate of 2½ percent per 
annum, which is debited on the banks’ reports as of January 1 and 
July 1 of each year. The deposits in banks, together with invest- 
ments in Government bonds, yielded a gross profit to the Govern- 
ment for the fiscal year 1932 of $4,255,326.65, from which were paid 
the operating expenses of the System, leaving a net profit of 
$1,023,901.77. 

Section 8 of the organic Postal Savings Act, approved June 25, 
1910, specifically states: That any depositor may withdraw the 
whole or any part of the funds deposited to his or her credit, with 
the accrued interest, upon demand * * +” The Glass bill pro- 
vides that “No deposit shall be made with any Postal Savings 
depository for a period of less than 60 days, and no depositor may 
withdraw the whole or any part of the funds deposited to his or 
her credit, or the accrued interest thereon, at any time prior to the 
expiration of 60 days after the funds sought to be withdrawn were 
deposited. Any funds not withdrawn at the expiration of the 
period for which they were deposited shall be deemed to be rede- 
posited for a period of 60 days; and all funds deposited with any 
Postal Savings depository on the date this section, as amended, 
takes effect, shall be deemed to be deposited on such date for a 
period of 60 days. All withdrawals shall be made under such 
regulations, not inconsistent with this act, as the Postmaster 
General may prescribe.” 

Our present system of evidencing deposits by certificates, rather 
than by passbooks, is not adaptable to such restrictions. A deposit 
of $2,500, the maximum amount permitted to the credit of an 
individual depositor, might easily be evidenced by dozens of certifi- 
cates, embracing denominations of $1, $2, $5, $10, $20, $50, $100, 
$200, and $500, all having different interest dates. In other words, 
not the entire deposit of a depositor would be subject to the 60-day 
limitation as a lump, but the minutiae of which it is composed. 
The restriction on withdrawals would be an endless embarrass- 
ment to 2,235,000 depositors; would greatly increase field expendi- 
ture and departmental overhead; and, consequently, run counter 
to the economic program of the administration. 

The bill's annoying, artificial restrictions on withdrawals pro- 
vide that on the day the bill becomes effective all deposits shall be 
deemed to have been deposited for a period of 60 days; that is, 
approximately $1,200,000.000 will be automatically tied up for 2 
months—the small savings of 2,255,000 citizens placed beyond their 
reach for that period. These people hold evidence of their depos- 
its in the form of Postal Savings certificates on each of which 
is engraved the assurance that the faith of the United States of 
America is solemnly pledged to repayment on demand. Many of 
these people, with ample justification, no longer had confidencg 
in established banking institutions. They turned to the facilities 
their Government offered. In normal times the Postal Savings 
System offers little attraction other than safety and the assurance 
of prompt repayment. For more than 20 the 2-percent in- 
terest rate has been admittedly noncompetitive. If Congress de- 
mands that the pledge of repayment on demand be ignored and 
hedges the System about with hindrances whose only apparent 
function is to lessen the System’s usefulness, the inescapable re- 
sult will be that when, 60 days after the bill becomes effective, 
deposits are again accessible to the owners there will be an imme- 
diate demand to withdraw. There is a question whether local 
banks will be able to pay over their Postal Savings holdings and 
meet these demands. There is also the question whether any part 
of the funds withdrawn will be deposited in banks or whether 
all will go into hiding. 

Section 9 of the Postal Savings Act, as amended May 18, 1916, 
provides “ that Postal Savings funds received under the provisions 
of this act shall be deposited in solvent banks, whether organized 
under National or State laws, and whether member banks or not 
of the Federal Reserve System established by the act approved 
December 23, 1913, being subject to National or State supervision 
and examination, and the sums deposited shall bear interest at 
the rate of not less than 2½ percent per annum, which rate shall 
be uniform throughout the United States and Territories thereof; 
but 5 percent of such funds shall be withdrawn by the board of 
trustees and kept with the Treasurer of the United States, who 
shall be treasurer of the board of trustees, in lawful money as 
a reserve *. Such funds may be withdrawn from the treas- 
urer of said board of trustees, and all other Postal Savings funds, 
or any part of such funds, may be at any time withdrawn from 
the banks and savings depository offices for the repayment of 
Postal Savings depositors when required for that purpose 
When, in the judgment of the President, the general welfare and 
interests of the United States so require, the board of trustees 
may invest all or part of the Postal Savings funds, except the 
reserve fund of 5 percent herein provided for, in bonds or other 
securities of the United States 

The Glass bill provides that, “No member bank shall, directly 
or indirectly by any device whatsoever, pay any interest on any 
deposit which is payable unconditionally on demand * * +, 
Postal Savings deposits in banks, although considered by the Fed- 
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eral Reserve System as time deposits in computing reserves for 
member banks, are essentially demand deposits. To insure an 
operating revenue, the Postal Savings System being a self-support- 
ing institution, it would be necessary to withdraw all Postal Sav- 
ings deposits now in member banks and to deposit such funds 
in nonmember banks or invest them in Government bonds—a 
feature not in harmony with the apparent intent of the proposed 
legislation. 

I call especial attention to the last three paragraphs, 
which set forth the position just exactly as it is: 

The Postal Savings System acts as a magnet for secreted money 
putting the funds drawn from every known way of ingenious 
hiding to work for the benefit of 2,255,000 depositors, of 5,470 banks 
qualified to receive the funds of the System, and of national 
finance. The beneficiaries named all have their interests con- 
served by a system of checks and balances prescribed by existing 
Postal Savings law. To disturb this balance—give to any bene- 
ficiary special preferment—would be lamentably unfortunate. 
Every extreme proposal, when analyzed, whether that of making 
the Government enter the field of pure banking, or on the con- 
trary, that of fettering the Postal Savings System, means a greatly 
increased governmental personnel and, hence, a financial outlay 
wholly inconsistent and inharmonious with the economy program 
of the administration. 

To lay the ills of the banking world at the doors of the Postal 
Savings System is unwarranted. Had it not been for the Postal 
Savings System this country would have been honeycombed with 
hidden money. It is fundamental, absolutely so, that the Gov- 
ernment must not compete with established banking institutions. 
It should be equally fundamental that banks should not insist on 
restrictions at variance with the true purpose of the Service. Ex- 
tremes, in other words, must be avoided that the fullest coopera- 
tion may follow. It is believed that the proposed legislation is a 
revolutionary departure from the basic principle of postal savings 
in this country. 

Legislation affecting the Postal Savings System should be formu- 
lated in a special bill giving spokesmen for the System, not merely 
spokesmen for organized opposition, opportunity to be heard prior 


CLINTON B. EILENEERGER, 
Third Assistant Postmaster General. 


Mr. President, I want to endorse that letter. Here is the 
Postal System, which has grown up through many years of 
experience. It has worked splendidly. The people have 
confidence in it. There is no one who does not have con- 
fidence in the Postal Savings banks. The small depositor 
knows that he can put his money there and that he can 
get it out. 

To illustrate, a short time ago in one of the cities of my 
State all the banks failed and the Postal Savings accounts, 
ot course, were tremendously increased. The System afforded 
practically the only money that they had. It ought not to 
be destroyed in this way. The Post Office Committee never 
has had the matter brought to its attention at ail. There 
may be reasons for the destruction of the System; there may 
be reasons why we should do away with it; but they have 
not been presented. This bill absolutely destroys, or will 
destroy, the Postal Savings System, and I do not think it 
ought to be done, and I hope the Senate will adopt the 
amendment I have offered to prevent its destruction. 

Mr. BULKLEY. Mr. President, the committee has had 
no purpose to destroy the Postal Savings System. The 
Postal Savings System gives depositors the benefit of the 
Government responsibility for their deposits. At the same 
time it permits them to have deposits withdrawn upon de- 
mand, and to receive interest upon those deposits. 

It is true that the rate of interest paid has been low 
enough so that the System has been substantially noncom- 
petitive. The bill which is now being considered prohibits 
commercial banks’ paying any interest whatever on demand 
deposits. That being so, any interest paid on demand de- 
posits by the Postal Savings System would be an unduly 
competitive rate. The committee has sought to remedy 
this by prohibiting the Postal Savings System from having 
any deposits withdrawable on demand. 

The Senator from Tennessee has read a letter from the 
Third Assistant Postmaster General, which has come to 
him just this morning, suggesting some technical criticisms 
as to the method which the committee has proposed in the 
pending bill. I am impressed with the merit of some of 
the criticisms. There is not time here to consider and work 
out an amendment to the paragraph that is in the bill. 
I think I can safely assure the Senator from Tennessee that 
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the matter can be given proper attention in conference, 
so that the technical difficulties can be adequately and sat- 
isfactorily met. 

The amendment that is proposed by the Senator from 
Tennessee, however, not only perpetuates the injustice of 
Government competition with banks, but accentuates it. 
He would give the depositors in the Postal Savings System 
not only a Government guaranty of their deposits but the 
right to draw interest on demand deposits, which com- 
mercial banks are by this bill prohibited from paying. 

I hope the amendment will be rejected. 

Mr. McKELLAR. Mr. President, just one word before we 
vote on the matter. I want to show the Senate what the 
provision recommended by the committee does to the Postal 
Savings System. It does not do anything but take a rapier 
and plunge it into the System and draw it around and abso- 
lutely disembowel the whole System. That is all it does to it. 
It is just like cutting the throat of an animal. If you cut 
the throat of a cat with a knife, you do not hurt the cat, 
except to cut its throat is to destroy it. That is all you do. 

Mr. JOHNSON. Mr. President, will the Senator yield? 

Mr. McKELLAR. Yes; I yield. 

Mr. JOHNSON. Will the Senator do me the kindness to 
call attention to the particular provision to which he 
adverts? 

Mr. McKELLAR. Yes. Turn to the bottom of page 48, 
line 23. I shall be very happy to explain just exactly what it 
means. 

No member bank shall, directly or indirectly, by any device 


whatsoever, pay any interest on any deposit which is payable 
unconditionally on demand: 


Of that I have no complaint; but here is a proviso about 
which I have very great complaint, and this is the crux of 
the situation: 

Provided, That nothing herein contained shall be construed as 
prohibiting the payment of interest in accordance with the terms 
of any certificate of deposit or other contract heretofore entered 
into in good faith which is in force on the date of the enactment 
of this paragraph; but no such certificate of deposit or other con- 
tract shall be renewed or extended unless it shall be modified to 
conform to this paragraph, and every member bank shall take 
such action as may be necessary to conform to this paragraph 
as soon as possible consistently with its contractual obligations. 


That means that many millions of obligations are out, 
such as those that I put in the Recorp a moment ago. ‘The 
Government issues a certificate to a man who comes and 
deposits with the Post Office Department $50 or $100 or $500. 
That is the limit of the deposit; but the Government issues 
an agreement. All this provision means is that it would 
not apply to those agreements that are already out; but that 
when those are taken in, there shall be no more agreements 
like them. 

Now I call the Senator’s attention to line 22, on page 49, 
at the bottom of the page. That also refers to this matter: 

(c) Section 8 of the act entitled “An act to establish Postal 
Savings depositories for depositing savings at interest with the 


security of the Government for repayment thereof, and for other 
purposes, approved June 25, 1910, as amended— 


I stop here long enough to say that this bill is from the 
Banking and Currency Committee. The Postal Savings Sys- 
tem had its beginning in the Post Office Committee, and it 
seems to me the Post Office Committee ought at least to have 
been advised with before assuming authority to repeal these 
laws. But I read on, to give what the proposed change is 


is amended by striking out the first sentence thereof and inserting 
in lieu thereof the following: 


Now, get the language: 


No deposit shall be made with any Postal Savings depository for 
a period of less than 60 days, and no depositor may withdraw the 
whole or any part of the funds deposited to his or her credit, or 
the accrued interest thereon, at any time prior to the expiration 
of 60 days after the funds sought to be withdrawn were deposited. 
Any funds not withdrawn at the expiration of the period for 
which they were deposited shall be deemed to be redeposited for a 
period of 60 days; and all funds deposited with any Postal Savings 
depository on the date this section, as amended, takes effect, shall 
be deemed to be deposited on such date for a period of 60 days, 
All withdrawals shall be made under such regulations, not incon- 
sistent with this act, as the Postmaster General may prescribe. 
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That means that the Postal Savings bank, as we under- 
stand it now, is no more. We cannot pay interest on postal 
deposits. As it is now, the Government makes money by 
the transactions. It pays 2 percent on postal deposits; it 
receives from the depository banks 2% percent. The gross 
profit is about $4,500,000 annually, and the net profit is more 
than a million dollars, after paying all expenses. It is a 
source of profit to the Government—one of the few things 
in the Post Office Department where the Government is 
making a profit. 

As we all know, the Post Office Department itself is away 
behind. This is one function of the Department that is 
making money. Why should we repeal the act at such a 
time as this, when it is absolutely necessary for poor people, 
people of small means, people who have not learned how to 
avoid income taxes—if I may use the illustration—and who 
can put their money with the Government in the Postal 
Savings bank, and draw it out when they desire, and receive 
a small interest rate on it, knowing that their money will 
always be there? 

Mr. BRATTON. Mr. President—— 

The VICE PRESIDENT. Does the Senator from Tennes- 
see yield to the Senator from New Mexico? 

Mr. McKELLAR. I yield to the Senator. 

Mr. BRATTON. Mr. President, I do not know whether I 
understand this provision correctly. I desire, therefore, to 
direct a question to the Senator from Tennessee. 

Mr. McKELLAR. Mr. President, I want to say to the Sen- 
ator at the very outset that it is so marvelously drawn that 
I do not think anybody knows absolutely what it means. 
But it does mean this, it means a proposed destruction, the 
first great step in the destruction of the Postal Savings Sys- 
tem. That is what it means. 

Mr. BRATTON. Mr. President, the first sentence in the 
provision is: 

No deposit shall be made with any Postal Savings depository 
for a period of less than 60 days, and no depositor may withdraw 
the whole or any part of the funds deposited to his or her credit, 
or the accrued interest thereon, at any time prior to the expiration 
of 60 days after the funds sought to be withdrawn were deposited. 

The next sentence provides that— 

Any funds not withdrawn at the expiration of the period for 
which they were deposited shall be deemed to be redeposited for 
a period of 60 days. 

Does the Senator understand that under that provision a 
deposit must be drawn on the sixtieth day, or else it is 
automatically redeposited for another period of 60 days, dur- 
ing which period it cannot be withdrawn, so that the only 
right the depositor has is to withdraw the funds on the 
sixtieth day? 

Mr. McKELLAR. If language means anything, the Sen- 
ator is exactly correct about it. That is what I understand 
from it. 

Mr. BRATTON. If it is redeposited, it is for another 
period of 60 days, during which the depositor cannot with- 
draw it. 

Mr. McKELLAR. And cannot get interest. 

Mr. BRATTON. So that once every 60 days—that is to 
say, on the sixtieth day—the depositor has the right to with- 
draw that money, but not between times. 

Mr. McKELLAR. As I understand the language, that is 
what it means. 

Mr. BRATTON. And it operates automatically. 

Mr. McKELLAR. And, of course, no person would deposit 
his funds under any such condition. 

Mr. BRATTON. Do those in charge of the measure under- 
stand it to operate in that manner? 

Mr. BULKLEY. That is correct, with the exception of the 
misinterpretation of the Senator from Tennessee with re- 
spect to the prohibition of the payment of interest. It does 
not prohibit the payment of interest or change it. 

Mr. McKELLAR. The preceding provision rejects interest, 
of course. 

Mr. BULKLEY. No; there is nothing about interest in 
it at all. 

Mr. McKELLAR. I beg the Senator’s pardon. 
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Mr. BRATTON. Is it the intention of those in charge 
of the bill to require a depositor to be at the post office 
exactly on the sixtieth day, else his deposit is automatically 
redeposited for another period of 60 days, during which it 
cannot be withdrawn? 

Mr. BULKLEY. I will say frankly to the Senator that 
the purpose of the authors of the bill was to prevent the 
acceptance of demand deposits by the postal depositories. 
If the Senator feels that that has not been effectively ac- 
complished, or if it could be accomplished in a way that 
would be more convenient to the depositor, the committee 
would have no objection to listening to the Senator’s sug- 
gestion, but we cannot: prohibit commercial banks from pay- 
ing interest on demand deposits, and, at the same time, 
permit the Postal Savings bank to continue to pay such 
interest. 

Mr. BRATTON. It seems to me that it is a cumbersome 
and onerous system to provide that the money shall be 
automatically redeposited on the sixtieth day for. another 
period of 60 days. If the depositor is not there at the win- 
dow on the sixtieth day, if he is ill, if he is out of town, 
if he is incapacitated and cannot withdraw his money on 
that day, his money is redeposited for another 60-day period. 
That is onerous. 

Mr. BULKLEY. Mr. President, I think there is much 
force in what the Senator says, and I am sure the com- 
mittee would not oppose an amendment making it easier 
for the depositors. 

Mr. McKELLAR. Mr. President, the Senator said that 
nothing was said about a prohibition of interest. Listen to 
this language. I do not know what it means 

Mr. BULKLEY. I accept the Senator’s statement that 
he does not know what it means, 

Mr. McKELLAR. And I do not believe the author knew 
what it meant when the language was put in here, because 
he has already stated 

Mr. GLASS. The Senator should confine his criticism to 
himself, and not direct it to those who prepared the bill. 

Mr. McKELLAR. I am not the author of the bill. I 
read from the bill: 

That nothing herein contained shall be construed as prohibit- 
ing the payment of interest in accordance with the terms of any 
certificate of deposit or other contract heretofore entered into in 
good faith which is in force on the date of the enactment of 
this paragraph. 

Nothing there would prevent the payment of interest on 
contracts heretofore made; that is, deposits heretofore made 
in the Government post offices. 

Mr. GLASS. Is not that simple enough? 

Mr. McKELLAR. Just one minute. 

Mr. GLASS, Is not that simple enough? 

Mr. McKELLAR. That applies to those already made. 

Mr. GLASS. Yes; it does. 

Mr. McKELLAR. This is what it says about those to be 
made hereafter: 

But no such certificate of deposit or other contract shall be 
renewed or extended unless it shall be modified to conform to 
this paragraph, and every member bank shall take such action 
as may be necessary to conform to this paragraph as soon as 
possible, consistently with its contractual obligations. 

What does that mean? 

Mr. GLASS. If the Senator will just give us an oppor- 
tunity to tell the Senate what it means, there will not be 
any trouble in the world in telling him what it means. 

The VICE PRESIDENT. The question is on agreeing to 
the amendment. 

Mr. GLASS. Mr. President, the Committee on Banking 
and Currency of the Senate dealt with this question of the 
payment of interest on demand deposits, because it ascer- 
tained, upon inquiry, that it had gotten to be a dangerous 
vice in the banking system of this country, and we did not 
find it necessary to confer with the Senator from Tennessee 
or with the Post Office Department to enlighten us on that 
problem. In other words, the payment of interest on de- 
mand deposits, a system viciously and partially administered, 
particularly in the great money centers of the country, had 
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resulted in withdrawing from the interior country banks of 
the United States millions upon millions of dollars to the 
money centers, to be cast into the maelstrom of stock gam- 
bling, and we wanted to put a stop to that. 

Mr. President, it was ascertained that over a period of 6 
years last past the average interest paid on demand deposits 
by the banks of the Federal Reserve System alone aggre- 
gated $230,000,000, and in 1929 that interest amounted to 
$259,000,000. So that it was a magnet for all the surplus 
funds of every country bank in the United States, to draw 
these funds to the money centers for speculative purposes. 

Moreover, it is a system that is subject to maladministra- 
tion. As I have already stated to the Senate, the average 
banker, particularly the average country banker, meaning 
those bankers outside of the central reserve and reserve cities, 
has what he calls his standard rate of interest, and he ut- 
terly disregards the law of supply and demand. If he has 
an abundance of currency and credit on his books, which 
would enable him to be generous, certainly liberal and fair, 
to the tradesmen, the business men, the industries of his 
own community, he never departs from his standard rate of 
interest, he never lends them at a lower rediscount rate, but 
he would rather take his money, his surplus funds, and bun- 
dle them off to New York or Chicago, to be loaned on de- 
mand, even at a nominal rate, formerly 2 percent, now one 
and a half percent, than to grant a single, solitary concession 
to the business men of his own community, or to the indus- 
tries of his own community, in order to stimulate and expand 
the business of that community, his very foolish contention 
being that, once departing from his standard rate of interest, 
which is always the limit of the law, he could not return to 
it. But, of course, he could return to it, under the very same 
logic that induced him to depart from it. 

Mr. NORRIS. Mr. President—— 

The VICE PRESIDENT. Does the Senator from Virginia 
yield to the Senator from Nebraska? 

Mr. GLASS. I yield. 

Mr. NORRIS. I feel in sympathy with the proposition of 
preventing the banks from paying interest on demand de- 
posits, but I am wondering whether, under the pending bill, 
they would not be able to evade the law by lending it on a 
very short time, making a time deposit of it, maybe of 2 
days, renewing it from time to time. 

Mr. GLASS. A 2-day deposit is not a time deposit. There 
is a well-defined meaning, in banking processes, of “ time 
deposit ”, as distinguished from “ demand deposit.” 

Mr. NORRIS. I understand that; but is there any well- 
defined meaning as to the exact limit? 

Mr. GLASS. Only by practice. 

Mr. NORRIS. Would it not be well to define that in the 
law? 

Mr. GLASS. I do not think we well could. I will say to 
the Senator from Nebraska that if he will examine his bank 
certificates, judging Nebraska by Virginia, he will find 
printed on the face of them a statement that, “ This deposit 
will bear 3-percent interest if left with the bank for a period 
of 4 months, or 4 percent interest if left a longer period.” 
That is the practice. 

Mr. NORRIS. I want to ask the Senator, if he will per- 
mit, in connection with the illustration he has just used, 
this question: Suppose that certificate which says on its 
face that one would be entitled to 3-percent interest if it 
were left 4 months, and 4-percent interest if left 6 months, 
is left 2 months. What would the construction be? 

Mr. GLASS. Interest could not be demanded in 2 months, 

Mr. NORRIS. The certificate says that it will draw 3 
percent if left 4 months, but it does not follow that the 
depositor would have to leave it 4 months, does it? 

Mr. GLASS. Under the laws of the various States, a 
time deposit is a time deposit, and the banker is entitled to 
a given number of months for notice. 

Mr. NORRIS. But the certificate does not state any 
specific time. 

Mr. GLASS. The law of the State does. 
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gone NORRIS. The depositor would not get interest, 
en 

Mr. GLASS. No. 

Mr. NORRIS. It would be up to the depositor to say 
whether he would leave it for 2 months, or 3 months, or 6 
months. 

Mr. GLASS. If he should withdraw it in less than 3 
months, he would not get interest at all. We undertook, for 
various reasons, some of which I have already enumerated, 
to put a stop to this vice of withdrawing the money of 
country banks for speculative purposes and uses in the 
money centers. If we were to permit interest on demand 
deposits in the Postal Savings System, that would be unfair 
to the commercial banks to which we are denying the right 
to pay interest on demand deposits. It would divert thou- 
sands of dollars of deposits from commercial banks to the 
Postal Savings banks. 

Mr. NORRIS. Mr. President, I should like to ask the 
Senator a question about that. I have always felt that I 
was a friend of the Postal Savings Bank System; I feel that 
way yet; but I do not see any fair reason for objecting to 
the same kind of a time limit being applied to Postal Savings 
banks that is to be applied to the commercial banks. 

Mr. GLASS. That is precisely what we propose to do in 
this bill; in other words, the Postal Savings bank is not per- 
mitted to receive a demand deposit. If money be deposited 
there it has to stay there for 60 days if it is going to draw 
any interest. 

Mr. NORRIS. It could be deposited there and taken out 
the next day, could it not, except that it would not draw 
any interest? 

Mr. GLASS. No; it could not be so deposited, because 
that would be a demand deposit. 

Mr. NORRIS. As I see it, then, the Senator is proposing 
to apply a different rule to the Postal Savings bank to that 
which he proposes to apply to commercial banks? 

Mr. GLASS. No. 

Mr. NORRIS. Take the Senator's own illustration. A 
certificate of deposit provides that a certain sum of money, 
if it remains in the bank for 3 months, will draw 2 percent 
interest. 

Mr. GLASS. Yes; but if it does not remain there that 
long, it will not draw any interest. 

Mr. NORRIS. Exactly. Then it is really a demand de- 
posit, is it not? The depositor can say whether it shall be 
a time deposit or a demand deposit. 

Mr. GLASS. No; under the laws of the various States the 
depositors must give, in some instances, 60 days’ notice and 
in others they must give 90 days’ notice before they can 
withdraw a deposit at all. 

Mr. NORRIS. If under the same kind of certificate—I 
would not quarrel with anyone as to what its form should 
be—in the case of the Postal Savings System it could be pro- 
vided, as in the case of the commercial-bank certificate, that 
the deposit shall draw 2 percent interest if left for 60 days, 
and stop at that, as is done in the other case, I would have 
no objection. It seems to me that would be fair. 

Mr. GLASS. We do not deal with certificates in the pend- 
ing bill. It does not make any difference whether there is a 
certificate or not. 

Mr. LONG. Mr. President—— 

The VICE PRESIDENT. Does the Senator from Virginia 
yield to the Senator from Louisiana? 

Mr. GLASS. I yield to the Senator. 

Mr. LONG, I just wish to say to the Senator from 
Nebraska that while the banks may voluntarily permit with- 
drawals of deposits before the prescribed time limit, under 
the laws of all the States, they are not susceptible of being 
withdrawn until the time limit expires. 

Mr. NORRIS. Let us take this illustration. A certificate 
is issued which provides that if the money is left for 3 
months it will draw 2 percent interest. Suppose the holder 
of that certificate goes in at the end of 2 months, is he not 
entitled to withdraw his deposit? 

Mr. LONG. No, sir; he is not entitled to it, 
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Mr. NORRIS. Then the certificate on its face is a 
falsehood. 

Mr. LONG. I want to explain that he is not entitled to 
his money until the time limit runs out. It is true that a 
number of banks have allowed depositors to withdraw money 
when they desire to do so by waiving all interest up to date. 
That, however, was a privilege that the bank might have 
allowed or not allowed. 

Mr. NORRIS. Is it in the certificate? 

Mr. LONG. No. 

Mr. NORRIS. Take such a certificate as that to which 
the Senator from Virginia has referred. Take one with 
that wording 

Mr. GLASS. It is in the nature of a contract. 

Mr. NORRIS. Exactly. 

Mr. LONG. It is a contract. 

Mr. NORRIS. It does not interfere with it being a con- 
tract if the depositor is left the right to get his money at 
any time. 

Mr. LONG. Mr. President, will the Senator from Virginia 
yield to me further? 

The VICE PRESIDENT. Does the Senator from Virginia 
yield further to the Senator from Louisiana? 

Mr. GLASS. I yield. 

Mr. LONG. The point is if we allow the Postal Savings 
banks to permit withdrawals at any time we will be giving 
those banks a distinct preference over the banks that are 
in commercial business, because they enter into a contract 
that if a man puts his money in the bank for 60 days or 
for 90 days he may draw 2-percent interest on it. If he 
goes to the bank and the bank wants to break that contract 
it can do so; it can absolve itself from that or any other 
contract, but, unless the two parties do agree to break the 
contract, the depositor cannot withdraw his money until 
the time runs out. 

Mr. NORRIS, If the Senator will permit another inter- 
ruption there, the Senator having stated the case that the 
Senator from Virginia stated, if one makes a contract and 
gets a certificate that says that the money deposited is to 
stay in the bank for 3 months and draw 2-percent interest, 
that is a contract; it cannot be drawn out before that time; 
but that is not the certificate I have been talking about and 
that is not the certificate the Senator from Virginia gave 
as an illustration. The certificate to which he referred says 
on its face, “If you leave this money here 3 months, you 
will get 2-percent interest on it.” It follows, as a natural 
consequence, that the depositor does not have to leave it 
there 3 months. 

Mr. GLASS. The law of the State of Virginia provides 
distinctly that the depositor must give 90 days’ notice be- 
fore he may withdraw. 

Mr. NORRIS. That is all right. 

Mr. GLASS. That is all there is to it. 

Mr. NORRIS. There can be a State law, I concede, that 
can provide that the depositor cannot draw money out by 
a check without giving notice; that would be legal; but here 
is the case of the construction of a contract, and the con- 
tract says, “If you leave this money here for 60 days, you 
will get so much interest, and if you do not leave it here 
that long, you do not get any ”; but one can get the money 
any time he wants to under that kind of a contract. 

Mr. GLASS. Mr. President, if I may proceed now, just 
for a few minutes more, I have undertaken to explain to 
the Senate, particularly for the information of the Senator 
from Tennessee, just why the Banking and Currency Com- 
mittee felt that it had jurisdiction of the subject of the pay- 
ment of interest on demand deposits of banks whether they 
were commercial banks or whether they were Postal Sav- 
ings banks. 

I think it is a conservative estimate to say that two thirds 
of the letters received by the Banking and Currency Com- 
mittee about the provisions of this bank bill were in protest 
against paying any interest at all by Postal Savings banks. 

The assertion has been made over and over again, and I 
think with full justification, that the Postal Savings Bank 
System, under the guise of being a Government system, and 
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under the guise of receiving interest from the Government | 
of the United States, has largely undermined the commer- 
cial and the savings-bank systems of this country. The 
Government does not pay a tithe of this interest; the state- ' 
ment that it does is a fraud and a pretense. It receives 
these deposits; it deposits them in commercial banks, I 
think exclusively in national banks, and the deposits thus 
made by the Government in the national banks are em- 
braced in the funds sent forward for stock speculative pur- 
poses at the money centers. 

Mr. BULKLEY. Mr. President, may I remind the Sena- 
tor also that when the Post Office Department deposits these 
funds with the banks they require security, to the detriment 
of other depositors of those banks? 

Mr. GLASS. Exactly; so that, in the view of most people 
who have criticized the bill, we ought to have prohibited al- 
together the payment of interest by Postal Savings banks. 
My distinguished colleague from Ohio, who was charged 
especially with drafting that feature of the bill, undertook 
to avoid that absolute prohibition by providing that there 
should be no demand deposits in the Postal Savings banks. 
To indicate that other members of the Senate have received 
the same sort of protests as the Banking and Currency Com- 
mittee has received, I may state that, of the seven amend- 
ments proposed to this bill which are printed and on my 
desk, four of them are to prohibit the payment of any 
interest by Postal Savings banks. 

Mr. NORRIS. Mr. President. 

Mr. GLASS. I yield to the Senator from Nebraska. 

Mr. NORRIS. The Senator is speaking of protests re- 
ceived. I should like to ask the Senator if it is not true 
that the protests which have come to the Senator—and 
they have come to me also—against the payment of any 
interest by the Postal Savings System do not come entirely 
from bankers who have a direct interest in the result of this 
proposed legislation? 

Mr. GLASS. They do not. 

Mr. NORRIS. Well, mine do. 

Mr. GLASS. And of the 4 or 5 provisions offered here 
by Senators prohibiting the payment of interest on postal 
savings, I think I may actually say that not one of these 
Senators is a banker or was ever in the banking business. 

Mr. DILL. Mr. President, will the Senator yield? 

The VICE PRESIDENT. Does the Senator from Virginia 
yield to the Senator from Washington? 

Mr. GLASS. I yield. 

Mr. DILL. Do I understand that the effect of this amend- 
ment will be that men and women can no longer put money 
in the Postal Savings banks as they now do and get cer- 
tificates and draw the money out at any time under 60 days? 
Is that the effect of it? 

Mr. GLASS. Yes. 

Mr. DILL. Then it is proposed to put everybody in the 
position of not being able to draw out the money in less than 
that period? 

Mr, GLASS. Just as if the Senator were to put his money 
in a savings bank in the State of Virginia, he could not draw 
it out without notice for 90 days. 

Mr. DILL. I have here, for instance, a small certificate 
which entitles me to draw out money any time I want to 
draw it out. That puts me to the trouble of going to a 
Postal Savings bank to get any of the money. Now, it is 
proposed by this amendment to make it impossible to get 
the money out except on 60 days’ notice. Is that correct? 

Mr. GLASS. Yes. 

Mr, DILL. I have an amendment to make it possible to 
check on these accounts, so that the depositor will not even 
have to go to the bank to get his money. That is how far 
apart I stand from the Senator from Virginia’s position. 

Mr. GLASS. That is pretty far apart. 

Mr. DILL. It certainly is. 

Mr. GLASS. It is a question for the Senate to determine 
if the Government is going into the checking business. That 
is a different proposition; but I do not think the Govern- 
ment ought to go into the bank checking business. 
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Mr. LONG. Mr. President 

The VICE PRESIDENT. Does the Senator from Virginia 
yield to the Senator from Louisiana? 

Mr. GLASS. I yield. 

Mr. LONG. I want to say to the Senator from Nebraska, 
more than to the Senator from Virginia, that there is not 
any difference in the laws of the States, I think, with regard 
to time limit on withdrawals of deposits; it is a universal 
law. I think the same law will be found to exist in Nebraska. 
Time deposits in any of the States, I do not care how the 
certificate may read, cannot be withdrawn, unless the bank 
consents to it, except upon notice of 60 days or 90 days, as 
the case may be. That is the universal law. 

Mr. WHEELER. Mr. President, banks do not put that 
in operation. 

Mr. LONG. Oh, yes; they do. 

Mr. WHEELER. I beg to differ with the Senator, because 
I have deposited some money in that way myself, and I have 
been able to draw it out and the banks are willing to do it. 

Mr. LONG. Unless they give you notice that they are not 
willing. i 

Mr. WHEELER. Yes; but in ordinary circumstances they 
let the depositor draw it out. 

Mr. LONG. That may be true, but the facts are, none 
the less, that if the bank wishes to break the contract, all 
well and good; but if the bank does not wish to waive the 
contract which the depositor has entered into, he must wait 
until the time expires in order to withdraw his money, and 
if we should today allow them to put the money in the 
Postal Savings bank with the right to withdraw it at any 
time, the Government would be granting the depositor some- 

thing that cannot be done under the laws of the States. 

Mr. BONE. Mr. President—— 

The VICE PRESIDENT. Does the Senator from Virginia 
yield to the Senator from Washington? 

Mr. GLASS. I yield. 

Mr. BONE. I should like to ask the Senator from Louisi- 
ana if he thinks the Government should not provide a safe 
place in which the citizen may put his money? Out in my 
State the privately controlled banks have given no evidence 
of great stability and safety, and the one great safe banking 
institution in the State of Washington is the Postal Savings 
Bank System. 

Mr. LONG. Mr. President, if the Senator from Virginia 
will let me answer the question, I wish to say to the Senator 
from Washington that the reason I am now favoring this bill 
so much as I am is because there has been written into it a 
section which will actually provide safe banks in Washing- 
ton, such as heretofore it has not had. 

Mr. BONE. I can see no reason why, in this type of 
legislation, we should proceed on the theory that we should 
destroy the Postal Savings banks, and by a process of attri- 
tion largely whittle away those features that have made 
them highly attractive to the great mass of people. I had 
hoped to support this bill, but if we are going to destroy the 
Postal Savings banks or render them of less service than 
they have been giving the people, I do not know that I can 
vote for this measure; and I think the Democratic Party will 
place itself in a very peculiar position if it sets about now 
to hamper or destroy the Postal Savings banks of this coun- 
try. We have in our section of the country practically only 
one absolutely safe banking system. Bank after bank in the 
private banking system has crashed, carrying with it the 
savings of many people of a lifetime. For one, I want to see 
one banking institution left under the American flag which 
the people can look upon as sound and safe and which is in 
fact safe, and that is the Postal Savings banks. We are com- 
pelled to go out, as we have here in recent months, and 
borrow money from private bankers at 4% percent, when 
the Postal Savings banks pay 2 percent, to get for the Gov- 
ernment the money it needs. With that picture confronting 
us, it presents rather a somber aspect to destroy the use- 
fulness of these banks. I share very much the view of my 
colleague [Mr. DILL] in that respect. 

Mr. GLASS. Mr. President, we, of course, do not propose 
to destroy the Postal Savings banks. If we had intended to 
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undertake to do that, we would have put such a prohibition 
| into the bill. The Postal Savings bank is involved in the 
| bill only because we want to correct a frightful abuse in the 
commercial banking system of the country, which cannot be 
paar if we do not put the Postal Savings Bank System upon 
| the same terms of regulation as that upon which we put 
the commercial banks. That is why the Postal Banking 
| System is involved at all. 

| There is just one more item of discussion here. The 
‘banks of the country almost universally are protesting 
‘against the assessment of one half of 1 percent upon their 
time and demand deposits as a contribution to the capital 
fund set up to insure bank deposits. The aggregate of the 
sum that will be exacted from the member banks under the 
one half of 1 percent assessment in order to insure the de- 
posits in all the member banks is $175,000,000. If the banks 
are relieved of the competitive necessity of bidding for 
demand deposits on interest, they will not only have money 
to meet this assessment of one half of 1 percent to insure 
deposits, but they will have almost an equal amount left 
over. I have no doubt in the world that a vast majority of 
the commercial banks of the country will be glad to be pro- 
hibited by law from engaging in this competition of interest 
on demand deposits. 

Mr. CONNALLY. Mr. President, the amendment now 
pending is the one offered by the Senator from Tennessee 
(Mr. McKetrar], I believe? 

The VICE PRESIDENT. It is. 

Mr. CONNALLY. I do not care to discuss that amend- 
ment, but I desire to suggest that I have an amendment 
pending which will probably be brought before the Senate 
when the pending amendment is disposed of, with reference 
to the matter of Postal Savings banks. As I understand the 
bill, it prohibits the payment of interest by commercial banks 
on demand deposits. If that provision becomes the law, and 
the present law with reference to Postal Savings banks is 
retained, the Government is offering a premium to withdraw 
money from commercial banks and carry it across the street 
and put it in Postal Savings banks, because depositors can 
get 2 percent interest in the Postal Savings bank and they 
can get nothing in the way of interest in the commercial 
bank 


If the Senator from Washington [Mr. Bone] is correct 
that the Government ought to go into the general banking 
business, all right, that is one thing; but for it to undertake 
to set up a commercial banking system and then imme- 
diately attempt to destroy that system by setting up a com- 
petitor across the street and arming it with an advantage 
which the commercial banks are prohibited from employing, 
it seems to me the Government is adopting a ridiculous 
policy. 

The amendment which I propose is to prohibit the pay- 
ment of interest in Postal Savings banks, but not to destroy 
those banks. If the people want safety, if depositors will 
not trust the commercial banks, they can deposit their 
money in the Postal Savings banks, but will get no interest 
on it under my amendment. 

I want to show what these banks are doing. I live ina 
rural community in a small county-seat town. The Postal 
Savings bank will do more harm to the small bank than to 
the large bank. Here is a rural community. Its cash re- 
sources are in no event large. The bank does not have a 
great deal of cash on deposit. The Postal Savings bank is 
competing with it. The local bank cannot get deposits from 
the Government, even for its local savings deposits, unless 
it purchases Government bonds and places them with the 
Treasury. What does that mean? It means that the local 
banks suffer the withdrawal of that much money from cir- 
culation in the community either by staying in the Postal 
Savings bank or if a local bank gets the deposit it has to 
spend an equal amount of cash to purchase Government 
bonds to put up as collateral for borrowing back from the 
Government what it loses through the Postal Savings bank 
account. 

I have no interest in this except that I believe if we are 
going to prohibit the payment of interest by commercial 
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Postal Savings bank. 

Mr. DILL. Mr. President, will the Senator yield? 

Mr. CONNALLY. Certainly. 

Mr. DILL. If we are going to prohibit the Postal Savings 
banks from paying interest and allow the commercial sav- 
ings banks to accept deposits and pay out those deposits on 
demand, why should we require the Postal Savings banks 
to permit no withdrawal of deposits made therein except 
after 60 days? 

Mr. CONNALLY. If the Government is paying no inter- 
est I do not object to the depositor withdrawing his money 
whenever he gets ready. If we prohibit the payment of 
interest by the Postal Savings bank and simply allow the 
Government to furnish a safe depository for the funds of 
its citizens, I see no objection to permitting the depositor 
to withdraw his funds at any time. 

Mr. McKELLAR. Mr. President, will the Senator yield? 

The VICE PRESIDENT. Does the Senator from Texas 
yield to the Senator from Tennessee? 

Mr. CONNALLY. I yield. 

Mr. McKELLAR. Of course the question of cost does not 
count for much in these matters, but I want to invite the 
Senator’s attention to the fact that the cost of the Postal 
Savings bank, run in the interest of the poor man, the small 
depositor, is $4,255,000 a year. Under the system we have 
thus created the Government pays 2-percent interest on de- 
posits and then puts those deposits into a Government de- 
pository at 2%-percent interest, and that means that it 
pays the entire expense and cost to the Postal Savings 
System. It seems to me that does away with every objec- 
tion. In addition to that, it brings in $1,000,000 a year to 
the Government at the same time. 

Why should not the small people, the people who do not 
know anything about banks but who do know about their 
Government, who know that it is safe, be able to deposit 
their money and get it when they want to, and get 2-per- 
cent interest on it? The Government loses nothing, be- 
cause the banks are perfectly delighted to pay the 2%- 
percent interest and give a bond in order to get the funds, 

Under these circumstances it seems to me that it is a 
peculiarly ideal system which has grown up since 1910, one 
of the most popular small banking systems that was ever 
carried into operation in this or any other country. It seems 
to me it is an admirable system to be continued. 

Let me call the Senator’s attention to the further fact 
that while our Federal Reserve System has not functioned 
as it should, while our State banks have not functioned as 
they should, as we all know—and I am not speaking in 
criticism of them—while the big concerns were failing, the 
ordinary, everyday people who use the Postal Savings banks 
have gone along just as usual and even as prosperous. It is 
a fine system. It is a system that I think we should not 
destroy, but if we agree to the proposal in the bill we will 
destroy it. I am in favor of the provision which prevents 
the commercial banks from paying interest on demand de- 
posits. I do not object to that at all. But surely we ought 
not to destroy this splendid system of banking which has 
proven its worth and stability for nearly 25 years. 

Mr. GLASS. Mr. President—— 

The PRESIDING OFFICER (Mr. CLaxk in the chair). 
Does the Senator from Texas yield to the Senator from 
Virginia? 

Mr. CONNALLY. I yield. 

Mr. GLASS. May I intervene to say that the fancy of 
the Senator from Tennessee gets the better of his judgment 
and perverts the facts in the case. Nobody is attempting to 
destroy the Postal Savings bank. 

Mr. CONNALLY. I was going to make that same observa- 
tion. 

Mr. GLASS. The committee is not attempting to destroy 
the Postal Savings bank. 

Mr. McKELLAR. While a question of fact is being raised, 
let me ask the Senator from Ohio [Mr. BULKLEY], who is the 
author of the amendment, if it is not true that he is opposed 
to the Postal Savings Bank System? 


any reference to the question before the Senate. 

Mr. ADAMS. Mr. President, will the Senator yield? 

Mr. CONNALLY. I shall yield to the Senator from Colo- 
rado in a moment. 

Mr. ADAMS. I want to make just an observation which 
I think in part answers the Senator’s question. I want to 
know how the bank which is forbidden to pay interest 
on its demand deposits is going to pay interest on the Postal 
Savings bank deposits which come to that bank, inasmuch 
as the Postal Savings bank deposits in banks are demand 
deposits. 

Mr. CONNALLY. Let me say first in answer to the 
Senator from Tennessee [Mr. McKettar] that he makes 
the point that the Postal Savings banks cost the Govern- 
ment $4,000,000 a year to maintain. Under my amendment, 
if we cut off payment of interest by the Government we 
shall cut down the cost of maintaining them. Whatever 
interest the Government gets for the use of money will be 
velvet to the Government. Let me say to the Senator from 
Tennessee, furthermore, that I can readily understand 
how the payment of interest by commercial banks is becom- 
ing a racket, and I shall show the Senator why. 

Mr. McKELLAR. I am not opposed to that. 

Mr. CONNALLY. Oh, but the Senator said he was! 

Mr. McKELLAR. No; only to the provision about the 
Postal Savings System. 

Mr. CONNALLY. I understood the Senator to say that 
he was opposed to the provision in the bill which prevents 
the payment of interest on demand deposits. 

Mr. McKELLAR. Oh, quite the contrary! 

Mr. CONNALLY. I beg the Senator’s pardon. 

Mr. McKELLAR. The provision to which I object, and 
which my amendment is designed to correct, i 

Mr. CONNALLY. The 60-day provision? 

Mr. McKELLAR. No; my amendment is simply to ex- 
clude Postal Sayings banks from that rule, and leave them 
as they are, as the banks of the poor people of this country. 

Mr. CONNALLY. Mr. President, the payment of in- 
terest on time deposits by banks has become a racket. If 
you have a thousand dollars or $2,000 or a small account in 
a commercial bank, you do not get any interest on it. 
Take the case of some industrial concern with a large 
deposit, however, and what happens? Every bank in town 
is bidding to get that deposit; and the payment of interest 
on it is a form of rebate, a form of preference by which the 
banks accumulate these large deposits, and the ordinary 
depositor of the bank is bearing the burden. They are 
operating on his money and are paying preferential in- 
terest to industrial concerns and business concerns whose 
business they want to obtain. 

So I believe the committee is right when it prohibits the 
payment of interest on demand deposits by commercial 
banks. A lot of the big banks are against it. Why? Be- 
cause they want to be in position to bid for the country 
banker’s deposits, and in order to do that they want the 
power to pay interest. I am with the committee on that 
provision; but if that is sound, if we are going to cut off 
the payment of interest by commercial banks on their 
deposits, we ought also to cut off the payment of interest 
by Postal Savings banks. 

I have here some statistics that I should like to call to 
the attention of the Senator from Tennessee. 

Mr. McCARRAN. Mr. President—— 

The PRESIDING OFFICER. Does the Senator from 
Texas yield to the Senator from Nevada? 

Mr. CONALLY. I do. 

Mr. McCARRAN. Before the Senator from Texas pro- 
ceeds, will he kindly answer the query propounded by the 
Senator from Colorado [Mr. Apams]? 

Mr. CONNALLY. I did not understand that it was a 
query. I understood that he was making a statement in 
answer to the Senator from Tennessee. I shall yield again 
to the Senator, if he desires. 

Mr. McCARRAN. I understood that the Senator from 
Colorado asked a question. 
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Mr. ADAMS. Mr. President—— 

Mr. CONNALLY. I yield to the Senator from Colorado. 

Mr. ADAMS. I do not know whether I was making an 
inquiry or a suggestion, but this may be the inquiry: 

How can the Postal Savings bank collect interest from 
member banks? Mind you, the Postal Savings bank can 
deposit its funds only with member banks. By this bill 
member banks will be forbidden to pay interest on demand 
deposits. Postal Savings bank deposits—that is, those made 
by the Postal Savings banks in the member. banks—have 
been demand deposits. Therefore, if no interest can be 
paid to the Postal Savings bank, how is the Postal Savings 
bank going to pay interest to its depositors? 

Mr. CONNALLY. Under the law, are the Postal Savings 
banks prohibited from making time deposits in commercial 
banks? 

Mr. ADAMS. They are not prohibited, no; but their 
deposits have been payable on demand. Therefore they 
have made their deposits subject to call when they needed 
them. 

Mr. CONNALLY. Under the proposed law, though, we 
are making the Postal Savings time deposits. If the Postal 
Savings System had the power under the law also to make 
time deposits in commercial banks, it would try to adjust 
them in that way. 

I want to call the attention of the Senate to some statistics 
with reference to the increase in Postal Savings bank de- 
posits because of the pressure on the commercial banks 
within the last few months. 

In the United States on June 30, 1931, there were on 
deposit in the Postal Savings banks $347,416,870. 

On June 30, 1932, a year later, that sum had doubled. 
There were on deposit $784,820,623. 

Six months later, on the 31st of December 1932, that sum 
had increased to $900,238,726. 

On the 31st of March 1933, 3 months later, that sum had 
increased to $1,111,575,385. 

So that in about 18 months the Postal Savings had almost 
quadrupled in amount. 

Mr. DILL. Mr. President, will the Senator yield? 

The PRESIDING OFFICER. Does the Senator from 
Texas yield to the Senator from Washington? 

Mr. CONNALLY. I yield to the Senator. 

Mr. DILL. Of course the Senator does not mean to imply 
that the great increase in the last few months was due to 
the payment of interest. 

Mr. CONNALLY. No; I do not. 

Mr. DILL. It was due to the fact that it was one place 
where the little man knew his money was safe. 

Mr. CONNALLY. That is right. 

Mr. McKELLAR. Mr. President, will the Senator yield? 

Mr. CONNALLY. Just a moment; let me answer that. I 
thank the Senator from Washington for that interruption, 
because it shows that these depositors were more interested 
in safety than they were in interest. 

It shows that if we take away all interest, and still pre- 
serve the system, the man who is concerned with safety 
and security will still utilize the Postal Savings System, and 
that he has not been actuated entirely by the consideration 
of interest. By this bill, however, we are introducing the 
other element, because under this bill we are prohibiting 
the commercial bank from paying interest, and we are per- 
mitting the Postal Savings bank to pay interest. In that 
way we give the depositor two inducements for putting his 
money into the Postal Savings System—one, safety; the 
other, interest, which he cannot get from a commercial bank. 

Mr. WHEELER. Mr. President, will the Senator yield? 

Mr. CONNALLY. In a moment. So, instead of 4 times 
as many withdrawals, we shall probably have a larger pro- 
portion of withdrawals, because we shall have two motives 
operating on the human intellect instead of one. 

Mr. McKELLAR. Mr. President. 

Mr. CONNALLY. I yield to the Senator from Tennessee. 

Mr. McKELLAR. Do not those figures show that there 
is over a billion dollars in the Postal Savings banks of this 


May 25 


country that flow into trade and business and commerce 
with perfect freedom? The depositors put them in the 
Postal Savings banks; they take them out at will. Is not 
that the only billion dollars in this country that is free 
to go into trade and commerce? 

Mr. CONNALLY. I do not dispute the billion dollars, but 
I do dispute the freedom of movement. These Postal Savings 
accounts accumulate in the large cities. They operate to 
drain the rural communities, and I shall tell the Senator why. 

Here is a small town with a small bank and a small 
amount of postal deposits. As I suggested awhile ago, in 
order to get those deposits back into the local bank it has 
to buy Government bonds; and the buying of those Govern- 
ment bonds takes just as much money as the bank will get 
back in Postal Savings. So the operation of the process is 
to drain that much cash out of that community. It is gone. 
The big banks in the great centers, on the other hand, 
always have plenty of bonds. They always have plenty of 
securities which, when they need cash, they can go over 
and deposit with the Government and get the Postal Savings 
accounts. Therefore the operation of the Postal Savings 
System with the payment of interest is to drain all of this 
money out of the little banks in the small communities and 
concentrate it in the great centers. 

Mr. BONE. Mr. President, will the Senator yield? 

The PRESIDING OFFICER. Does the Senator from 
Texas yield to the Senator from Washington? 

Mr. CONNALLY. I yield for a question. 

Mr. BONE. Is it not a fact that most of the small banks 
of the country have kept their surpluses on deposit in New 
York? Regardless of the contention that the Senator makes 
with respect to Postal Savings accounts, is it not a fact that 
most of the small banks have retained their balances in 
New York? 

Mr. CONNALLY. I cannot say as to most of them. A 
great many of them do, and I shall tell the Senator the 
reason why that is done. It is because the banks in New 
York give the small banks interest on their deposits, and we 
are cutting that off. We are trying to circumvent the 
process by which the big banks will bid for the deposits of 
the small ones, in order that they may not drain to the great 
centers the resources of the small banks; and the same 
process of reasoning is an argument why that result should 
not be accomplished in another way through the Postal 
Savings accounts. It operates in the same fashion. It 
tends to draw the money from the small rural communities 
and centralize it in the great cities. 

Mr. President, I am not an enemy of the Postal Savings 
bank. Why was it established? It was not established in 
order that the Government might go into the banking busi- 
ness. It was not established for the purpose of offering 
high rates of interest to depositors. It was established 
purely in order to give a safe place of deposit for those 
people who preferred to use the Government as a depository 
rather than the private commercial banks. 

I am not speaking for the banks. I am speaking for the 
people whom the banks serve. Why have all of this bank- 
ing legislation? People talk about passing a bill for the 
aid of the banks. That is not our concern. Our concern 
is to pass legislation which will permit the establishment 
and operation of a banking system in order that it may 
serve the public, that it may serve the people, that it may 
furnish a reservoir of credit and money with which the 
people of this country can transact their normal business. 
The Government does not owe the Postal Savings depositors 
anything except security. 

I dare say if the Senator from Tennessee would exam- 
ine the records he would find that the Government does 
not make a dollar out of the Postal Savings. I dare say 
that the System is a liability. I dare say that the Govern- 
ment does not get back, through the 24-percent interest 
which it gets from the member-bank depositories, as much 
money as it pays out in interest to the Postal Savings bank 
depositors. 

Mr. McKELLAR. Mr. President, will the Senator yield? 
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Mr. CONNALLY. I yield to the Senator from Tennessee. 

Mr. McKELLAR. I have here a report from the official 
of the Post Office Department who has charge of this very 
matter; and, according to that report, the profit from the 
System last year was $1,023,901.77. 

I want to say to the Senator that this change is being 
made over the protest of the Post Office Department—— 

Mr. CONNALLY. Oh, to be sure. 

Mr. McKELLAR. And over the protest of those who are 
in favor of the Postal Savings System. I do not think it 
ought to be incorporated in this bill. 

Mr. CONNALLY. Of course, it is over the protest of the 
Post Office Department. Whenever the Congress entrusts 
any function to any Government bureau anywhere, it never 
disturbs the function with the consent of that bureau; of 
course not. If the Congress gives them a little function to 
perform, they not only will not surrender that function but 
they are up here at the next session of Congress asking that 
the function be extended, and that they have more em- 
ployees and another bureau to help carry it on. 

Let me say to the Senator from Tennessee also, as to this 
$1,023,000 that the Government is said to have made, that I 
dare say there is not an item in the account that pays any 
of the expenses or the salaries of the postmasters that 
operate the system. I dare say there is no overhead charged 
up for the clerks here in the Department who are admin- 
istering the system. That comes out of the Treasury. If we 
swallow the report of almost any Government agency, they 
will show us where they are making money for the Govern- 
ment. Why, yes; they can all show us where they are 
making money for the Government. 

Mr. McKELLAR. I will give the Senator the figures again. 
The gross income from this bureau, if it may be called a 
bureau, is $4,255,326.65; and after paying all the operating 
expenses of the system the balance is $1,023,901.77. 

Mr. CONNALLY. What are those expenses? Do those 
operating expenses include the payment of clerks? 

Mr. McKELLAR. I am giving the Senator the report of 
the department. He can easily see that over 80 percent 
of the entire amount received is used in the expenses of 
the system. I take it that that includes all the expenses 
of the department. 

Mr. CONNALLY. Those expenses include the payment 
of interest, too? 

Mr. McKELLAR. Of course they do. 

Mr. CONNALLY. Of course they do. We have to pay 
2 percent, and we get only 2% percent; and if four fifths of 
the expense is made up of the payment of interest, we would 
have just that much more profit if we did not pay interest. 
Furthermore, in the elements of cost I dare say there is not 
@ nickel charged up for the overhead of the Government 
department that is running the system. Of course the man 
who is operating it wants to convince Congress that it is 
performing a great function, and that he is making money 
for the Government. He cannot make much money for the 
Treasury, however, because not all of these funds are loaned 
out all the time. Some of them are lying in the Treasury, 
idle at times. 

Mr, DILL. Mr. President, will the Senator yield? 

The PRESIDING OFFICER. Does the Senator from 
Texas yield to the Senator from Washington? 

Mr. CONNALLY. I yield. 

Mr. DILL. I want to get clear on the status we will be in 
if we leave the provision in the bill as it is written and 
adopt the Senator’s amendment. 

As I understand, the Senator’s amendment forbids the 
payment of interest upon demand deposits in the Postal 
Savings banks. 

Mr. CONNALLY. Any kind of deposits. 

Mr. DILL, Any kind of deposits. Then the Postal Say- 
ings System cannot pay any interest at all. 

Mr. CONNALLY. That is right. 

Mr. DILL. And yet we may have commercial savings 
banks that may pay interest. 
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Mr. CONNALLY. I understand so, under this bill, for 
time deposits. 

Mr. McKELLAR. That is right. 

Mr. DILL. Well, these are time deposits. Sixty-day 
deposits are time deposits. 

Mr. CONNALLY. I call that a very short time deposit. 

Mr. DILL. The Senator, then, proposes not to allow the 
Postal Savings System to pay any interest on time deposits? 

Mr. CONNALLY. I do. 

Mr. DILL. But he does allow the commercial savings 
banks to pay interest on time deposits. 

Mr. CONNALLY. The Senator from Texas is not respon- 
sible for everything that is in the bill. I am attacking only 
this particular provision. 

Mr. DILL. But there will be no demand deposits if this 
provision is adopted. 

Mr. CONNALLY. My amendment does not disturb that 
provision. 

Mr. DILL. Of course; but there will be no demand de- 
posits. 

Mr. CONNALLY. My amendment cuts off the interest. 

Mr. ADAMS. Mr. President—— 

Mr. CONNALLY. Just a moment. Mr. President, I can- 
not see any reason why the Government should be in the 
banking business further than to give security to those who 
are afraid to put their money in the commercial banks. If 
this System is to be operated as a bank, then the money 
ought to go into the regular banks that we are establishing 
and providing for under this bill and under existing law. 

I now yield to the Senator from Colorado. 

Mr. ADAMS. Mr. President, I desire to advise the Sena- 
tor that the requirement of the law is that deposits made 
in member banks by the Postal Savings banks must be 
withdrawable at any time. They cannot make time deposits. 

Mr. CONNALLY. I thank the Senator. So what will 
be the result if the Senate does not adopt my amendment? 
The existing law provides that the Postal Savings banks 
can make only demand deposits in commercial banks. 

Mr. DILL. Mr. President, section 11 amends that. 
purpose of section 11 is to stop that. 

Mr. ADAMS. I think the Senator misunderstood my re- 
mark. One deposit is the deposit which the individual 
makes in the Postal Savings, the second is the one made 
by the Postal Savings bank with the local bank, and that 
must be a demand deposit. 

Mr. CONNALLY. Mr. President, when the Government 
gets this money in the Postal Savings bank, it then under- 
takes to reloan it to commercial banks, and it requires the 
deposit of Government bonds to secure that. The Senator 
from Colorado points out that when that is done, those 
deposits are demand deposits. Under the law, they cannot 
be time deposits. Therefore the banks cannot pay the Gov- 
ernment any interest on Postal Savings deposits. Yet the 
Government, in turn, would be paying 2 percent to the 
Postal Savings depositors, without being able to recoup its 
losses by reloaning the money to the commercial banks. 
That is the situation the Senator intended to point out, is 
it not? 

Mr. ADAMS. That is correct. 

Mr. CONNALLY. That simply accentuates the conten- 
tion I am undertaking to make, to the effect that the Gov- 
ernment ought to maintain Postal Savings, if it is desirable, 
for the purpose of giving security to depositors, but it should 
not set up the Postal Savings as competitors with commer- 
cial banks and allow the Postal Savings to pay interest on 
deposits while denying that right to commercial or national 
banks. 


The 


My amendment is not offered now, but when the amend- 
ment of the Senator from Tennessee is voted upon, I hope 
Senators will bear in mind the fact that my amendment 
will then be offered, and I hope to get a favorable vote. 

Mr. President, in connection with the discussion of the 
Postal Savings System, I ask that there may be printed in 
the Record in connection with my remarks an address de- 
livered by J. E. Woods, president of the Teague National 
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Bank, of Teague, Tex., before the Texas Bankers’ Associa- 
tion on February 13, 1933. 
There being no objection, the address was ordered to be 
printed in the Recorp, as follows: 
Tue POSTAL SAVINGS MENACE 


(An address delivered by J. E. Woods, President Teague National 
Bank, Teague, Tex., before the fifth district meeting, Texas 
Bankers Association, Dallas, Tex., February 13, 1933) 

Mr. Chairman, tadies and gentlemen of the convention: I shall 
not indulge in that favorite American pastime, “cussing the 
Government.” But I shall try to present logically some observa- 
tions supported by facts and authentic data to substantiate my con- 
clusion that the present Postal Savings System is not only unfair 
competition to the banks of this country, but also in principle, it 
is inimical to the fundamentals upon which this Government was 
founded. I consider it an outrage—not only upon the banks, but 
upon the countless thousands of business men and institutions 
whose well-being depends upon a healthy banking structure. To 
me the serious encroachment which this iniquitous system is 
making upon the banking business of this country, the rapid rate 
of its increase, and the complacency with which bankers generally 
are accepting this imposition, are astounding. 

BEGAN OPERATION IN 1911 


The Postal Savings System was created by an act of Congress in 
1910 and began its operation on January 2, 1911. On December 
31, 1932, patrons of the System had on deposit in the post offices 
of this country more than $900,000,000. On these demand deposits 
‘your Government is paying annually, at the rate of 2 percent per 
annum, interest amounting to more than $18,000,000. 

It was claimed that the possibility of large deposits being at- 
tracted to postal savings from the banks was guarded against by 
‘limiting the amount one person might have in the posta! savings 
at any one post office to $2,500. Actual practice hds made a joke 
of this provision of the law. It is a common evasion for a de- 
positor to have the maximum amount on deposit in the name of 
his wife, his children, and other members of the family: Not only 
.may he do that, but he can go to the post office in his neighbor- 
ing town and do the same thing. In view of these evasions, we 
can reasonably believe that actually the average amount on 
‘deposit in the post offices to the credit of each patron is more 
than $1,000, rather than about $600 as shown by the reports of 
the operation of the System. The effect of the $2,500 maximum 
is also nullified by the provision for the issuance and sale of 
Postal Savings bonds bearing 2½ percent interest, into which 
patrons may, twice a year, convert their deposits, with no limit as 
to the amount of Postal Savings bonds one person may own. 
While these bonds are due 20 years from date, the Postal Savings 
System guarantees to purchase them at any time after date of 
issuance at par and accrued interest. 


POSTMASTER GENERAL'S REPORT 


I have a copy of the report made to Congress by the Post- 
master General concerning Postal Savings System operations for 
the fiscal year ending June 30, 1932, and a supplemental report 
bringing the figures up to December 31, 1932. The statements 
and data which I quote are gotten from these reports. The 
amount on deposit at every post office in the United States as of 
the date of the report is shown. The report indicates that banks 
in our smaller cities and towns having populations from 2,000 to 
15,000 or 20,000 are the greatest sufferers from this inexcusable 
governmental competition. The report also reveals that banks in 
towns having a considerable industrial pay roll are the greatest 
sufferers. Friend banker of such towns as I have described, if you 
will take the time to go into this matter carefully and ascertain 
what has become of some of your good deposits on which 
you have in previous years been able to make a little profit, you 
will find that a surprising amount of them have gone to the post 
office, and that you are losing them at an increasingly rapid rate. 


TWO PERCENT INTEREST SPOILS CUSTOMER 


Let a depositor, who has been in the habit of carrying a nice 
reserve in the bank without interest, by suggestive advertising 
put out by the Post Office Department, or by reason of the solicita- 
tion of some Postal Savings convert, once make a deposit in the 
post office and get a taste of the 2 percent interest which 
the Postal Savings pays on a demand deposit—a rate which the 
banks cannot afford to pay on such a deposit—and this added 
to his knowledge of supersafety for his funds—that account is 
forever lost to the bank. In many cases that frugal-minded de- 
positor becomes so thoroughly sold on this proposition that he 
becomes a self-appointed solicitor for the Postal Savings System, 
Suggesting to his relatives, his friends, and coworkers, at every 
opportunity how nice it is to keep the money, that he has for 
years kept in the bank without interest, in Uncle Sam's bank 
and receive every 90 days 2 percent interest on it. 

Recently a widow who was a customer of our bank, but a bet- 
ter patron of the Postal Savings, called to see me. She had just 
received a check for several thousand dollars in payment of an 
insurance policy on the life of her late husband and consulted 
me as to what she should do with her money. She explained that 
she wanted, in addition to absolute safety, a little income to aid 
sher without using the principal. She was frank enough to tell 
me she had the limit in Postal Savings; that she had been 
advised by the Post Office employees that a bill was now pending 
in Congress to increase the maximum that one patron might 
have on deposit from $2,500 to $5,000. She seemed a little cha- 
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grined at the delay of Congress in passing such a bill. She 
stated further that the postmaster had tried to sell her some 
Postal Savings bonds yielding 2½ percent interest, but that she 
didn’t want to tie her money up for that long a period. The post 
office employees evidently did not explain to her that the System 
would buy her bonds at par and interest any time she wanted to 
dispose of them, and, of course, I did not volunteer that informa- 
tion. I questioned her as to what kind of an investment she 
wanted and asked her how some Fourth Liberty Loan bonds would 
suit. Well”, she said, I have some Liberty bonds, and it had 
never occurred to me until recently that United States bonds were 
not perfectly safe. But Mr. So-and-so told me that the Govern- 
ment was getting shaky and money invested in Liberty bonds 
might not be safe. He said he had sold his Liberty bonds and 
invested his money in postal savings, where it would be safe, and 
advised me to do the same thing.” I have a friend who has a very 
unique way of expressing himself. He does not use the modern 
term of “sold” on a proposition, but instead he would say that 
is “ peddled ” on it. Believe me! The Postal Savings booster just 
mentioned was certainly “ peddled on the Postal Savings idea. 


DEPOSITS ONCE GONE—GONE FOREVER 


As would naturally be expected, Postal Savings deposits are 
greatest in towns where, in the past, there has been bank trouble. 
It is observed, however, and that is the most serious phase of the 
question, that once the depositor moves his reserve from the bank 
to the post office, it is gone from the bank for good. In cities 
where, in the past, there has been some bank trouble, although 
such bank trouble occurred a number of years ago, and since that 
time the town has been blessed with excellent banking facilities, 
there has been no noticeable return of these deposits from the post 
Office to the banks. In one good city of this State where there 
was some bank trouble, although the trouble occurred more than 
10 years ago, and since that time the city has had two excellent 
banks, both well managed, conservatively operated, and kept in a 
most liquid condition, there is on deposit in the post office more 
than $700,000, an amount far in excess of the total individual 
deposits of each of the banks. Many towns in Texas, as well as in 
other States, have more money in the post office than in the banks. 


FOUR ADVERTISING POINTS STRESSED 


Literally tons of high-powered advertising literature prepared 
by experts at the expense of the taxpayers of this country are 
sent out from Washington at frequent intervals to the post offices, 
where it is distributed among the patrons of the post office. I have 
a number of these leaflets and pamphlets in my office. These stress 
four attractive features: First, Government guaranty of deposits. 
Second, the attractive rate of interest. Third, the privilege of 
withdrawing the deposit on demand without loss of interest. 
Fourth, the absolute secrecy surrounding transactions with the 
Postal Savings System. On the cover of one of these pamphlets 
that I have is printed in bold-faced type, “The faith of the 
United States Government is solemnly pledged to the payment 
of the deposits made in Postal Savings depository offices.” What 
more could they do to attract money from the banks to the 
post office? With conditions like they have been for the past 
2 or 3 years and as they now exist, I am firm in my belief that 
the suggestion which this high-powered literature carries to the 
bank depositor has been the cause of starting bank runs that 
have resulted in the closing of a great number of banks that 
otherwise would have remained open and continued their most 
worthy service to the community. 

A great deal of time has been taken up the past year debating 
proposed laws to reform the banks. We have become alarmed over 
the proposal to extend branch banking, but we seem to have 
lost sight of the fact that we have already a giant Government- 
owned bank with nearly 7,000 branches. Nothing has been pro- 
posed to remedy this situation. We frown upon the proposal to 
extend Federal guaranty of bank deposits, while in the Postal 
Savings System we already have it in a most vicious form. The 
reformers demand that the commercial banks divorce their in- 
vestment affiliates while this giant institution has an investment 
affiliate at each of its 7,000 branches supplying its customers with 
an unlimited amount of Postal Savings bonds, bearing 21% pereent 
interest, which the System agrees to repurchase at par and accrued 
interest any time after date of issuance, these securities yielding 
a rate of interest entirely out of line with the current rates on 
other Government paper. In all of these debates the weakness of 
the country banks and the necessity for providing adequate laws 
for strengthening the country bank’s structure has been stressed. 
As in every line of business, banking business has been hard hit, 
and there has, of course, been a lot of bank trouble. Let us bear 
in mind and let us have the public understand, nevertheless, that 
there are still plenty of good, sound, conservatively operated 
banks in this country. By eliminating this useless and unfair 
competition the banks would be more able to take care of them- 
selves and there would be less need for help. The situation as it 
now exists presents the paradoxical picture of our great Uncle 
Sam with his strong right hand choking the breath of life out of 
us while with his left hand he administers a stimulant. 

Conditions might exist, and conditions might arise in the future, 
that would justify the Federal Government mantaining facilities 
for the safe-keeping of scared funds that would otherwise be 
temporarily kept out of circulation. But in the name of justice, 
what reason can be advanced to require taxpayers of this country 
to maintain at an enormous expense a system that unfairly com- 
petes and is tearing down our banking structure by offering a 
rate of interest oh demand deposits that the commercial banks 
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cannot pay, in addition to providing supersafety for the de- 
positor’s funds? Why should we be taxed to enable the Postal 
Savings System to pay 2½ percent on deposits that are being 
taken away from our banks, when the Government pays us only 
one fifth of 1 percent on our funds on a time deposit of 90 days. 


POSTAL DEPOSITS UNATTRACTIVE TO BANKS 


Proponents of the System in Congress advanced the puerile 
argument that postal savings is not a detriment to the business 
community because, as money is deposited in the post office, it 
may be brought to the local bank and deposited, and thus kept 
in the community to do its bit in taking care of the credit re- 
quirements of the community. Yes! The laws do provide that 
85 percent of the money deposited in postal savings may be 
deposited in the local bank, but only after the local bank has 
purchased and deposited with the Treasurer at Washington, 
United States and other eligible bonds to secure the deposit. 
Under normal times and normal interest rates, if the depository 
bank is fortunate in handling its bonds purchased to secure the 
Postal Savings depository, a very meager profit may be made on 
the funds. But, so far as the good that the deposit does the bank 
in supplying the credit needs of the community is concerned, 
that money might as well be locked up in the vaults of the 
Treasury at Washington, or invested in some distant land. Every 
dollar, therefore, put in postal savings means 100 cents sent out 
of the community, which, multiplied by 10, the usual formula 
for measuring the purchasing power of lacal deposits, means a 
decrease of $10 in credit and buying power of the community. 

This suggests another phase of the question that I think is 
an outrage. With the extremely low yield on high-class invest- 
ments available for use as collateral to secure Postal Savings 
deposits, banks have found that they cannot break even on 
Postal Savings deposits at 2½ percent interest, and they are 
returning these deposits at the rate of millions per day. More 
depository banks would return the deposits if they could liquidate 
the bonds that they have pledged to secure the deposit without 
taking a loss. I have been unable to ascertain the exact amount 
of Postal. Savings deposits redeposited with depository banks, but 
at this time the amount probably does not exceed 65 percent of 
the total deposits—the balance, or 35 percent, is in Federal Re- 
serye banks or in the Treasury with interest to the System. 
That means that the Government is paying out in interest to the 
depositors at the present $19,000,000 per year. This loss, added 
to the enormous administrative costs of operating the System, has 
to be paid by the taxpayers. Two percent per annum, the rate 
paid Postal Savings depositors, is far above the current yield on 
short-term Government paper. On December 28, 1932, the highest 
rate accepted by the Treasury on an offering of Treasury bills 
was 0.09 percent. Why this favoritism to the Postal Savings 
depositors? I submit that it is not right to tax the whole people 
to favor a few. It is wrong to build up one class by destroying 
another. 

NEITHER ATTACHMENT NOR GARNISHMENT 


Another outrage, and what seems to me to be the most shameful 
of the many outrageous features of the whole question a depositor 
may use the Postal Sa System as an instrumentality for 
beating his honest debts! A debtor may, and this is not an 
uncommon practice, convert his property into cash, deposit it in 
postal savings, and tell his creditors to go to the devil, because 
money on deposit in the post office cannot be reached by attach- 
ment and garnishment. 

Let us not get the idea that the friends of Postal Savings in 
Congress are not active. At this time a bill is pending providing 
for raising the maximum amount that one depositor may have 
in one post office from $2,500 to $5,000, and a proposal has been 
made to provide facilities for checking accounts at every post 
Office in the land! Then where will the banks be? 


WRITE YOUR CONGRESSMAN 


We must all admit that a lot of ill-advised laws are made at 
Washington because we don't let our Representatives know just 
how we feel about the matter. My observation and experience with 
Senators and Co en is that they are just people like the 
rest of us. They like to know how we feel about questions coming 
up in Congress, and are amenable to suggestions. We are 
promised a “new deal” at Washington beginning March 4. I 
believe that by a concerted effort of the bankers of the country, 
through appeals to our Representatives in the Senate and in the 
House, pleading our cause, that the most oppressive provisions of 
the Postal Savings law could be eliminated at the special session 
of Congress. If we take no action, passing it with the usual state- 
ment that we are not in politics, leaving the matter to others 
to handle, we will get no relief and perhaps in that case we would 
not deserve it. One of the reasons that nothing has been done 
about this important matter is because the country bankers have 
formed the habit of depending too much upon our influential 
bankers of the city to look after matters of this kind. The city 
bankers have such a volume of business that their loss direct to 
postal savings is negligible. The city bankers are our friends. 
When our institutions become acutely ill, they run to our assist- 
ance. But I fear that they do not understand the seriousness of 
the Postal Savings menace. These fellows have the ears of those 
in position to remedy this situation, and we should appeal to 
them for their help and cooperation in this matter. The operation 
of the Postal Savings System has never been justified. It has 
been detrimental to the business structure of the country and 
the law ought to be repealed outright. There is no reason in the 
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world, however, for the payment of interest on these deposits. 
In view of the extremely low interest rates prevailing, I believe 
the time is ripe for action. By a determined effort the payment 
of interest oh these deposits could be eliminated and the sale 
of Postal Savings bonds discontinued, and the interest which the 
local bank is required to pay reduced to a nominal figure on the 
bama of cost to the Government in operating the System without 
profit. 

Get in touch with your Senators and Congressmen. Don't 
merely ask them to vote for such a measure. Give them the facts; 
convince them that the System is ruining the small-town banks, 
and ask them to become active in getting some relief. I don't 
believe that is an exaggerated statement when I say—if something 
is not done to relieve this situation, it will in time ‘absolutely 
eliminate the so-called “country and small-city bank.” Why not 
a united effort to check the evil before it goes too far? It is 
useless to lock the stable after the horse has been stolen. 


Mr. DILL. Mr. President, we ought to understand what 
this provision, section 11, means, It means that the Postal 
Savings banks are hereafter to be of no use to the little 
man who wants to put money in a place where he thinks it 
will be safe, and take out ten or fifteen dollars whenever he 
wants to. That is what it means. It has never been in any 
such condition. 

At the present time—in fact, since the beginning of the 
Postal Savings System—anybody who put money in a Postal 
Savings bank could always go and secure any part of 
that money, and that has been of especial value to the small 
depositor. I do not believe there is any sentiment among 
the American people today to have that privilege taken 
away. 

Mr. McKELLAR. Mr. President, I call the Senator's at- 
tention to the fact that that is absolutely true today.. When 
one puts money in other banks, there may be some doubt 
about it, but when a man goes and puts his money into the 
Postal Savings he knows he can get it whenever he wants it. 

Mr. TYDINGS. Mr. President, as I understand the posi- 
tion of the Senator from Washington, it is not that he ob- 
jects to the provision about interest so much as that he 
wants to grant the right to deposit in Postal Savings banks 
funds which do not draw interest. 

Mr. DILL. I am in full sympathy with the amendment of 
the Senator from Texas. If the commercial banks are not 
to be allowed to pay interest, then certainly we should 
not give the Postal Savings bank a preference right. The 
thing I am opposing is saying to the man who goes and 
puts $40 or $50 into the Postal Savings bank, the man who 
wants to put it there, that he must wait 60 days to draw it. 
It may be said he ought to have faith in the private bank, 
but you cannot change the fact that he does not have faith 
in it. If he has forty or fifty dollars in the Postal Savings 
bank, it ought not to be only on condition that he would 
have to wait 60 days before being able to get it out. 

Mr. TYDINGS. It struck me that the point at issue 
might possibly be satisfactorily taken care of, in view of 
the position taken by the Senator from Virginia, with whose 
general philosophy I am in accord in this matter, by insert- 
ing on page 50, line 4, after the word “ deposit ”, the words 
“upon which interest shall accrue.” 

Mr. DILL. I have no objection. 

Mr. TYDINGS. Then it would read: 

No deposit upon which interest shall accrue shall be made with 
any Postal Savings depository for a period of less than 60 days. 

Mr. DILL. Of course, if that amendment is in the bill, 
I would have no objection. 

Mr. TYDINGS. It struck me that that would, in effect, 
prevent the Postal Savings people from paying interest on 
general deposits unless they were deposited for a period 
of more than 60 days, and both sides of this controversy 
would, in effect, get what they seem to want. 

Mr. DILL. The part of this section to which I am ob- 
jecting—— 

Mr. TYDINGS. Would the Senator accept that amend- 
ment? 

Mr. DILL. I have no objection 

Mr. McKELLAR. Mr. President, if that were done, it 
would cause the Government to pay interest on the funds, 
but it would give the Government no opportunity of re- 
couping itself. 
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Mr. TYDINGS. I think the Senator misunderstood my 
suggestion—if he will wait just a moment. I will take but 
a second. 

Mr. DILL. I yield. 

Mr. TYDINGS. What I was trying to do was to provide 
that where sums are deposited for more than 60 days— 
that is, when they become time deposits—then interest shall 
be paid, but where a man has the right to draw the money 
out the following day, or 10 days hence, no interest shall be 
charged upon it. 

Mr. McKELLAR. The Senator overlooks the fact that 
on pages 48 and 49 there is this provision—I read from the 
bottom of page 48: 

Provided, That nothing herein contained shall be construed 
as prohibiting the payment of interest in accordance with the 
terms of any certificate of deposit or other contract heretofore 
entered into in good faith which is in force on the date of the 
enactment of this paragraph. 

“This paragraph ” is, No member bank shall, directly or 
indirectly ”, and so forth. 

Mr. TYDINGS. I suggest to the Senator that that would 
not affect it. 

Mr. McKELLAR. I think it would, absolutely. 

Mr. DILL. Mr, President, I think the amendment of the 
Senator from Maryland would not interfere with the demand 
deposits. There is no justification, as I see it, for the com- 
petition which we would create if we allowed the Postal 
Savings banks to pay interest on time deposits, when we do 
not allow the commercial banks to do it. 

The thing I am objecting to about this section as it stands 
here is that the man with a little bit of money would not 
be able to get any of it out for 60 days. The amendment of 
the Senator from Maryland would permit that to be done. 

Mr. McADOO. Mr. President, will the Senator yield? 

Mr. DILL, I yield. 

Mr. McADOO,. I think perhaps this amendment pro- 
posed by the Senator from Maryland clarifies the situation 
very much. It makes it clear that if a Postal Savings de- 
positor draws his money on demand, so to speak, he gets no 
interest, and it is, of course, important to preserve that right, 
and the intention of the committee was, I think, to preserve 
that right, but to put the Postal Savings banks on a parity 
with the commercial banks, which are permitted to pay 
interest on time deposits. 

The point has been made here, and I think very properly 
made, that under the law as it now stands the Postal Say- 
ings banks are required to deposit their moneys with member 
banks of the Federal Reserve System on demand, taking 
from the member banks security therefor. I have never 
liked that method, because it does give the Government a 
priority over all the other depositors in a bank, and in case 
of the failure of a bank the other depositors are relegated, 
for the recoupment of their deposits, to the poorest securities 
in the bank. 

I think that difficulty could be met by doing this: It will 
be necessary, under this plan, that the Postal Savings banks 
may make deposits with the member banks on time, at inter- 
est, because, as I said before, the law as it stands now 
requires that they shall make deposits on demand, and if we 
prevent the member banks from paying interest on demand 
deposits, they will be put at a disadvantage. 

Mr. DILL. Mr. President, I hope I still have the floor. I 
was yielding to the Senator. 

Mr. McADOO, I was just trying to bring out that point, 
for the Senator’s information, and to make a suggestion. I 
think that we should add a proviso—I have not had a chance 
to consult with my colleagues on the subject—to this effect: 
“ Provided, That Postal Savings depositories may deposit 
funds in banks on time, under regulations to be prescribed 
by the Postmaster General.” I think that would cover the 
situation. 

Mr. LA FOLLETTE. Mr. President 

Mr. DILL. Mr. President, the amendment of the Senator 
from Maryland appeals to me as meeting the situation I 
want to have taken care of, and I am very glad to know 
the committee is not intending to make it impossible for a 
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man with a small deposit to withdraw his funds from time 
to time. 

Mr. BULELEY. Mr. President, I see no objection to the 
amendment offered by the Senator from Maryland. 

Mr. DILL. There is an amendment pending. 

Mr. McKELLAR, There is an amendment pending. I 
want to say this about it, that it is better than the present 
provision in the bill, but it does not meet this fundamental 
situation. This is the first sten—and we might as well recog- 
nize it—in destroying the Postal Savings System, in the in- 
terest of the commercial banks. We might as well under- 
stand that. It would necessarily destroy it. 

Mr. DILL. The Senator is no better friend of the Postal 
Savings System than I am, and I should like to ask him this 
question: How can we justify taking away from the com- 
mercial bank the right to pay interest on demand deposits, 
and grant that right to the Postal Savings bank? 

Mr. McKELLAR. Simply because it is a governmental 
function. That is the only way in the world it can be done. 
We have made the exception in favor of the Government 
from time immemorial, and there is no reason why we should 
not do it in this case, in my judgment. 

If the Senator will allow me to interrupt him just a mo- 
ment, when you take away the right of a depositor in the 
Postal Savings bank to take his money out whenever he or 
she desires, you are destroying the System. 

Mr. DILL. That is what I objected to, but the Senator 
from Maryland has offered an amendment which the sub- 
committee is willing to accept, which restores that right. 

Mr. McKELLAR. It does not restore that right. It re- 
stores the right only to the extent of time deposits. 

Mr. DILL. No. 

Mr. McKELLAR. Then I do not understand the amend- 
ment. 

Mr. GLASS. No; the Senator does not. The Senator had 
a nightmare, that is all. 

Mr. McKELLAR. No, I did not. I know it is undertaking 
to destroy this system. 

Mr. DILL. Mr. President, I do not know what the under- 
taking is, but I know the thing about which I am concerned, 
that is, that we shall not prohibit the man with a small de- 
posit from going in and withdrawing a small amount from 
time to time. I think that is the purpose of the Senator 
from Maryland, and the subcommittee, and if that is the 
effect, then I have no objection to this amendment. 

I want to say this, that I have drawn an amendment with 
considerable care to provide for checking accounts in these 
demand deposits, and my reason for that was that I believed 
that the small depositor was entitled to a place where he 
could have safety and a checking account. Now the com- 
mittee has accepted the amendment of the Senator from 
Michigan, which removes much of the reason which I had 
for offering that amendment. I still believe that until the 
system is working, it might be desirable to have in the law 
the checking provision as to Postal Savings accounts, but I 
am not so anxious about it as I was. 

I do want to see that the people who have been putting 
their money in the Postal Savings, and still want to do that 
for a little while, until this thing proves to be safe, shall not 
be cut out by any such language as is before us. 

Mr. GLASS. Mr. President, I will say to the Senator that 
the committee will accept the amendment suggested by the 
Senator from Maryland, and, further, the amendment sug- 
gested by the Senator from California, which clarifies the 
whole situation, as I see it. 

Mr. LA FOLLETTE. Mr. President, I merely rose for the 
purpose of interrupting the Senator from Washington to 
suggest the importance of preserving this opportunity to 
small depositors to find a place where their deposits are 
welcome during this stressful period. 

As Senators well know, many banks discourage small de- 
posits because they find that as a matter of commercial 
operation the necessary bookkeeping and accounting makes 
them unprofitable. Yet for persons who have only small 
deposits to make, the opportunity to make them is perhaps 
of even greater importance than to people who have larger 
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deposits to make. I certainly hope that some suggestion 
will be worked out whereby the right of the small depositor 
to find a welcome and a safe depositary for his small 
account will be preserved. 

Mr. LOGAN. Mr. President, I submit an amendment 
and ask permission that it may be printed and lie on the 
table. 

The PRESIDING OFFICER. Does the Senator offer the 
amendment to this bill? 

Mr. LOGAN. Yes. 

Mr. GLASS. I will say to the Senator that we expect to 
finish the consideration of the bill this afternoon. 

Mr. LOGAN. Very well; I will call it up later. 

The PRESIDING OFFICER. The amendment will lie on 
the table and will be in order later. 

Mr. LOGAN. That will be satisfactory. 

Mr, BONE. Mr. President, the amendment suggested by 
the Senator from Maryland [Mr. Typrnes], which provides, 
I believe, that the words “upon which interest shall ac- 
crue” shall be interpolated after the word “deposit”, in 
line 4, would not change the effect of the remainder of the 
proposed act. However, my colleague [Mr. DILL] referred 
to the case of the depositor in a Postal Savings bank who 
expected to receive interest and would be compelled to wait 
for the 60-day period to expire. That is one of the things 
I myself was objecting to. I feel that there should be a 
wider latitude given the little depositor in the Postal Savings 
banks. I think we all realize and appreciate that the little 
fellow on his deposit there wants to earn a little interest, a 
few dollars. That means a great deal to him. 

Mr. TYDINGS. Mr. President, will the Senator yield? 

Mr. BONE. Yes. 

Mr. TYDINGS. What the Senator has stated is true. As 
I understand, the point made by the Senator’s colleague was 
that he was willing for the savings feature to be on the same 
plane with the general banking business features, and what 
he desired was the right of the little depositor to have a 
place where he could keep, without interest, his funds for 
a day or a month or any length of time he wished. 

Mr. BONE. That is very true. Personally, I should like 
to see the checking system devised such as my colleague has 
suggested, without interest, where it is purely a checking 
operation with, perhaps, a nominal charge of 1 cent or 2 
cents per check. That, however, is not a part of this argu- 
ment, to be sure; but I think in voting on this question we 
should all understand that the person who desires to with- 
draw his or her money from a Postal Savings bank within 
the 60-day period is losing all interest; and I do not believe 
the American people will like that. 

Mr. LONG. Mr. President, if I had not said a word or 
two about the Postal Savings question, I would not delay a 
vote on this matter, and I do not now want to delay a vote. 
The Senator from Tennessee [Mr. McKELLAR] has spoken 
about the little man getting benefits out of the Postal Sav- 
ings Bank System. Had the Senator thought a little fur- 
ther—because he has had the experience in his State which 
we have had in ours—he would realize that the Postal Sav- 
ings Bank System has not done the depositors of the United 
States any good at all. What the Postal Savings Bank Sys- 
tem has done with these little communities like Huntington, 
Tenn., and Bell, Tenn., and other little places—where I was 
many years ago—is this: They take the money that the 
people have in those little towns and draw it into Memphis, 
and the little man in the little town of Huntington or the 
little town of Bell has never been able to borrow a dollar 
of that money at the Postal Savings bank. It has gone to 
Memphis and Nashville and other money centers. 

That is not all it has done. Talking about the protection 
that it has given to the man who has deposited money, here 
is what it has done to him: When the Post Office Depart- 
ment deposited in the banks in Nashville—some of which 
closed their doors—the Postal Savings money they made the 
bank put up the cream of its assets; Government bonds had 
to be put up to protect the Postal Savings funds. Then, 
when a bank got shaky, the only one who could get its 
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money back was the Post Office, and the other millions of 
depositors in those banks had nothing out of which they 
could get their money because the banks had given the 
Government the cream to secure the Post Office funds. One 
of the greatest disasters that has ever happened to the 
banking institutions of this country is the Postal Savings 
Bank System, because, after the Postal Savings Bank System 
takes the farmer’s money away from him and sends it to the 
cities, the farmer cannot borrow a cent or a dime of it, and 
the Government deposits are then preferred, leaving the poor 
ordinary man without anything whatever to get a dime on 
when the bank fails. 

SEVERAL SENATORS. Vote! 

Mr. McKELLAR. Mr. President, before we vote, I want 
to call the attention of the Senate to the amendment. I 
will read first from the bill, at the bottom of page 48, and 
then will read the amendment which I have offered: 

No member bank shall, directly or indirectly by any device what- 
soever, pay any interest on any deposit which is payable uncondi- 
tionally on demand: Provided, That nothing herein contained shall 
be construed as prohibiting— 

At that point I propose to insert these words: 
money from being deposited as Postal Savings or from drawing 
interest as now provided by law or in any manner repealing or 
modifying the present law governing the receipt by the Govern- 
ment of Postal Savings and their management and control. 

If this language shall be voted into the bill the Postal 
Savings System will constitute an exception to the general 
provision that I have just read, that is that no interest shall 
be allowed on demand deposits. 

I want to call the attention of the Senate to the fact 
that not in a small place but in one of the larger cities in 
my State the banks unfortunately all failed and the increase 
in Postal Savings bank deposits, if I recall the figures 
aright—I may be wrong about it—was somewhere in the 
neighborhood of about fiftyfold. In other words, the only 
place where those who had money to deposit could go and 
put their money and be assured that they could draw it 
out was in the Postal Savings banks. Today that is so all 
over this entire Republic. The only safe place for the small 
depositor to put his money is in Postal Savings Bank System. 
It pays for itself; it is an exception to the general rule that 
has been put in, with which I have no complaint and no 
quarrel at all of any kind. 

I simply ask that the Postal Savings System be allowed 
to stand just as it is and that we shall not take the first 
step to destroy it. If it ought to be destroyed, let somebody 
introduce a bill to repeal it, and then it would come up upon 
its own merits; but certainly in this way the Postal Savings 
Bank System ought not to be destroyed. 

I am pleading for the small depositor, for the little 
fellow, who has just a little money and wants to save it, 
and to be certain that he can use it when he wants it, 
Surely, in enacting this bill, we ought not to make it harder 
for the little fellow who has only a few funds to put them 
in a safe place and to take them out whenever he wants 
to do so. 

Mr. LONG. Mr. President—— 

The PRESIDING OFFICER. Does the Senator from Ten- 
nessee yield to the Senator from Louisiana? 

Mr. McKELLAR. Yes; I yield. 

Mr. LONG. How would the Senator feel about the little 
man who has no money and who cannot borrow a dime from 
the Postal Savings bank? 

Mr. McKELLAR. From personal experience I feel very 
sorry for such a man. [Laughter.] 

Mr. LONG. Very well. Then the Senator admits that he 
wants to see hampered the institution that can lend the 
man money, when we have already written into this bill a 
guaranty of bank deposits under $2,500? 

Mr. McKELLAR. We do not know whether that is going 
to remain in the bill or not. 

Mr. President, I hope I may have the yeas and nays on 
the amendment. I ask for the yeas and nays. 

The PRESIDING OFFICER. The question is on the 
amendment of the Senator from Tennessee [Mr. McKELLAR], 
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on which he demands the yeas and nays. Is the demand | big bankers forcing the small bankers to take a lot of 


seconded? 

The yeas and nays were not ordered. 

The amendment was rejected. 

Mr. McKELLAR. Mr. President, in order that the record 
may be complete I offer the following amendment. 

The PRESIDING OFFICER. The amendment will be 
stated. 

The CHEF CLERK. On page 49, in line 22, it is proposed 
to strike out all of subsection (c) down to and including 
line 17 on page 50. 

The PRESIDING OFFICER. The question is on agreeing 
to the amendment offered by the Senator from Tennessee. 

Mr. BONE. Mr. President, merely for the Recorp, I desire 
to say that I have offered an amendment similar to the one 
offered by the Senator from Tennessee to strike out all of 
subsection (c), and my amendment covers the same ground 
as the amendment offered by the Senator from Tennessee. 

The PRESIDING OFFICER. The question is on agreeing 
to the amendment offered by the Senator from Tennessee. 

The amendment was rejected. 

Mr. CONNALLY. Mr. President, I offer an amendment. 

The PRESIDING OFFICER. The amendment will be 
stated. 

The CHIEF CLERK. On page 50, line 7, beginning with the 
first comma, it is proposed to strike through the comma fol- 
lowing to the word “ thereon ”, as follows: 

Or the accrued interest thereon. 


The PRESIDING OFFICER. The question is on agreeing 
to the amendment offered by the Senator from Texas. 

Mr. CONNALLY. Mr. President, I will consume only a 
moment. This is the amendment to which I referred a little 
while ago. Its whole effect is simply to prohibit the payment 
of interest on Postal Savings deposits. It does not destroy 
the System; it provides safety and security for the depositor; 
but it denies payment of interest in order that the Govern- 
ment may not compete with commercial banks and enjoy an 
unfair advantage. I ask for a vote on the amendment. 

Mr. TYDINGS. Mr. President, I do not understand the 
amendment exactly. May I ask the Senator from Texas to 
explain again what would be the effect of the amendment? 

Mr. CONNALLY. The effect would be to deny the pay- 
ment of interest on Postal Savings deposits, whether demand 
or time deposits. 

Mr. TYDINGS. There would not be any interest paid on 
any of them? 

Mr. CONNALLY. No. 

Mr. TYDINGS. That is what I understood. 

Mr. WHEELER. Mr. President, I think this is such an 
important matter, and I am so opposed to it, that I am going 
to ask for the yeas and nays, but before doing so I wish to 
make a brief statement. 

I have been somewhat surprised to hear Senators stand on 
the floor of the Senate today and talk about the protection 
of the commercial banks and intimate that the trouble with 
the banking system of this country today is possibly the 
competition of the Postal Savings bank, so-called. It should 
be borne in mind, it seems to me, that the only safe place of 
deposit in the United States of America during the last 6 
months, or possibly a year, has been the Postal Savings 
banks. 

Mr. McKELLAR. Mr. President, may I interrupt the 
Senator? 

The PRESIDING OFFICER. Does the Senator from 
Montana yield to the Senator from Tennessee? 

Mr. WHEELER. I yield. 

Mr. McKELLAR. And since the year 1900 I believe the 
statistics show that there have been about 11,000 failures 
of privately controlled banks in this country. 

Mr. WHEELER. I thank the Senator for his contribution. 
With 11,000 bank failures, the Senator from Texas calls 
attention to how the deposits have increased in the Postal 
Savings banks. Is there any wonder in the world, when 
other banks have been looted by crooked bankers, in some 
instances, and in other instances have been looted by the 


worthless bonds? 

A banker from my State was in my office this morning, 
one of the most honorable, reputable bankers in the State. 
He has run his bank in a very high-class way, in a decent, 
orderly fashion. There has been no speculation, no gam- 
bling, but the bank did purchase bonds that were unloaded 
upon them by some of the big banks. When the House of 
Morgan sent them bonds and said to them, These are high- 
class no. 1 bonds”, they bought them thinking they could 
rely upon the reputation of that house and similar houses. 
But they had to take a loss on their bonds to the extent of 
$128,000. They took a loss to such an extent that as a mat- 
ter of fact the bank was closed. It was not in that instance 
because of anything the bank did, but solely because of the 
fact that they relied upon the confidence they had in the 
New York bankers whom we have let run this Government 
of ours during the last 10 or 15 years, particularly the 
financial end of the Government. 

Mr. President, we are seeking to destroy the Postal Savings 
bank, the only place the workingman with a few hundred 
dollars has to put his money with safety. 

Mr. McADOO. Mr. President, will the Senator yield? 

The PRESIDING OFFICER. Does the Senator from Mon- 
tana yield to the Senator from California? 

Mr. WHEELER. I yield. ; 

Mr. McADOO. I believe, if the Senator will allow me to 
say so, that he is wholly in error in saying that there is 
any attempt to destroy the Postal Savings bank. We want 
to conserve it. The amendment now practically agreed 
upon preserves the institution in full force, except that we 
do not permit the Postal Savings banks to pay interest on 
demand deposits, just as we are not going to permit com- 
mercial banks to pay interest on demand deposits. 

Mr. WHEELER. That is quite a different thing. The 
little man comes in and deposits two or three hundred dol- 
lars in the Postal Savings bank. We have been saying to 
the working men of the country, “Save your money and 
buy a home and you will be a better American citizen.” 
He has taken his little savings to a commercial bank and 
the bank has failed and he has lost his money there through 
no fault of his own. So we establish the Postal Savings 
System and we say to the man with his savings, “ We are 
going to give you 2 percent upon your money”, and now 
it is proposed to take away that 2 percent. There is no 
excuse for that. The commercial banks are not paying any 
interest at the present time on small deposits of $100 or 
$200 or $300. The fight over deposits has been, as I under- 
stand it, and the complaint has been that the banks have 
been fighting for the larger deposits. They are not fight- 
ing for the little deposits. They are not paying high rates 
of interest or any rates of interest for the little deposits. 

Under the bill we are proposing to give the little fellow 2 
percent upon his money and we are going to give him a safe 
place to deposit it. If we had not had the Postal Savings 
System what would have happened? Instead of this money 
being deposited in the Postal Savings bank it would have 
been hidden in an old sock or an old shoe or buried in the 
ground some place. It would have been hoarded. The peo- 
ple would not have spent it. Instead of that, however, it 
has been put in the Postal Savings bank because they knew 
it was safe and that they were going to get a meager 2-per- 
cent interest upon it. 

But some people are so much interested in protecting the 
bankers who have to a large extent wrecked the country 
that they want to take away the right of the little man to 
have 2-percent interest upon his money, because it is said 
the Postal Savings bank is going to compete with the com- 
mercial banks of the Nation. 

Mr. McKELLAR. Mr. President, will the Senator yield? 

The PRESIDING OFFICER. Does the Senator from 
Montana yield to the Senator from Tennessee? 

Mr. WHEELER. Certainly. 

Mr. McKELLAR. The Senator said something about the 
money being hoarded. A lot of it would have been put in 
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the 11,000 banks that have failed and it would have gone 
out of circulation in that way. 

Mr. WHEELER. Why, of course. 

Mr. GLASS. Mr. President—— 

The PRESIDING OFFICER. Does the Senator from 
Montana yield to the Senator from Virginia? 

Mr. WHEELER. I yield. 

Mr. GLASS. If the Senator from Montana is addressing 
himself to the proposition presented by the Senator from 
Texas I have no quarrel with him. 

Mr. WHEELER. That is what I am doing. 

Mr. GLASS. But the bill itself, with the amendment 
suggested by the Senator from Maryland [Mr. Typrnes] and 
the other amendments suggested by the Senator from 
California [Mr. McApoo]—— 

Mr. WHEELER. Let me interrupt the Senator from Vir- 
ginia to say that I am addressing myself to the amendment 
of the Senator from Texas [Mr. Connatty] which proposes 
to prohibit the paying of 2-percent interest. I think we 
ought to pay it. I am not in favor of paying interest to a 
man who deposits his money for a few days only, but if 
he deposits for a period of 90 days or 6 months he ought 
to be able to get 2-percent interest on his money. It is 
not right and fair for the Government not to pay that 
interest. : 

I hope the Senate of the United States will protect the 
little depositors. We have not sought to protect the de- 
positors. We have left them at the mercy of the bank 
looters. The Government of the United States is responsi- 
ble to some extent for the conditions in which we find the 
banks today. The Government of the United States has 
been derelict in its duty in its examination of some of these 
banks. : 

My attention was called the other night by a responsible 
party in the city of Washington to the recent failure of a 
prominent bank in this city—the Park Savings Bank. I 
was told that every time the bank was about to be examined 
somebody in that bank was notified that it was to be exam- 
ined, and then some official in the Treasury Department who 
was borrowing money from the bank paid off his loan tem- 
porarily and the money was placed back in the bank just 
before the examination, and then more money was loaned 
to this official just after the examination. 

Mr. BULKLEY. Mr. President—— 

The PRESIDING OFFICER. Does the Senator from 
Montana yield to the Senator from Ohio? 

Mr, WHEELER. I yield. 

Mr. BULKLEY. Is it clear to the Senator from Mon- 
tana that the effort of the committee has been to make de- 
posits in small banks safe for all depositors? In the mean- 
time we have not suggested any change in the Postal 
Savings System or in the policy underlying it further than 
was necessitated by the provision in our bill prohibiting the 
payment of interest upon demand deposits. The committee 
is opposed to the Connally amendment. 

Mr. WHEELER. I was not criticizing the committee. I 
was talking about the Connally amendment. 

Mr. BULKLEY. I was hopeful that we could get a vote. 

Mr. WHEELER. All right. With the assurance that the 
committee is going to vote with me on the Connally amend- 
ment I yield the floor. 

The PRESIDING OFFICER. The question is on the 
amendment of the Senator from Texas [Mr. CONNALLY]. 

Mr. CONNALLY. Mr. President, since the Senator from 
Montana [Mr. WHEELER] has so violently attacked the 
amendment I desire to submit a few remarks in reply. The 
Senator from Montana denounces the banking policies of 
many bankers of the country. 

The Senator from Montana said that a Montana banker 
recently called at his office, that he was an honest high- 
minded banker, but he had been induced by New York 
bankers to invest the bank’s money in bonds, which later 
proved to be practically worthless, and that as a result the 
bank failed. His bank failed, not because he stole the 
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bank’s money, but because he did not have judgment enough 
to prevent somebody in New York from selling him a lot of 
fake bonds. 

The situation so far as that community is concerned is 
just as bad as if the banker had stolen the money and gone 
to Canada, which is not far from Montana. [Laughter.] 
But, Mr. President, the fact is that the bank was wrecked. 
The bank is insolvent. The depositors have lost their 
money. We are trying to legislate here to protect the 
public, not the banks. No one is concerned with the banks. . 
I did own stock in 2 or 3 but they have busted. [Laughter.] 

The PRESIDING OFFICER. The Chair must admonish 
the occupants of the gallery that they are present by cour- 
tesy of the Senate, and that demonstrations of approval or 
disapproval are not permitted. 

Mr. CONNALLY. I am not concerned with aiding the 
banks, but I am concerned with making it possible for banks 
to do business. I am anxious that banks may function, 
not for their own sake, but for the people who have to have 
banks to help run their business and for the purpose of 
getting credit, 

I deny the inference of the Senator from Montana that 
anyone is trying to destroy the Postal Savings System. My 
amendment does not destroy it. It preserves it. But it 
does provide that the Postal Savings bank shall not have 
an undue advantage, under the sanction of the Government, 
over the commercial banks. 

Let us see what has happened. We provided that the 
Postal Savings banks could pay only 2 percent interest. 
That meant that the interest rate was less than commercial 
banks were paying. At that time commercial banks were 
paying 3 or 4 percent on deposits, so we provided by law 
that the Postal Savings banks could pay only 2 percent. 
We did not intend that they should be on a parity with 
private banks. We intended they should have some disad- 
vantage because they were safe, because the Government 
was guaranteeing the deposits in the Postal Sayings banks, 
and so we provided that their interest rate should be lower 
than that which depositors might receive from commercial 
banks. That is the fact. 

Now it is proposed to reverse that policy. Now the bill 
proposes to provide that commercial banks shall pay no 
interest on demand deposits, but that we shall give the 
Postal Savings banks an advantage by permitting them to 
pay interest on deposits. The process has been reversed. 
We started out by giving the commercial banks an advan- 
tage over the Postal Savings banks. In consideration of 
the safety which goes with Postal Savings banks we were 
willing to let them get less interest. Now it is proposed, not 
only to give safety to the Postal Savings banks, but to pay 
them a premium, to drain the money out of the small com- 
munities and send it into the great money centers where 
the Postal Savings will ultimately find their way. 

The PRESIDING OFFICER. The question is on the 
amendment of the Senator from Texas [Mr. CONNALLY]. 

On a division, the amendment was rejected. 

Mr. TYDINGS. Mr. President, since offering awhile ago 
the amendment, on page 50, line 4, inserting after the word 
deposit“ the words “upon which interest shall accrue”, 
I have conferred with the legislative counsel; and, without 
having a chance to digest fully what he has prepared, I 
offer the amendment which I send to the desk, which pur- 
ports to carry out the intention I formerly expressed when 
I had the floor. 

The PRESIDING OFFICER. The Senator from Mary- 
land offers an amendment, which will be stated. 

The legislative clerk read as follows: 

Any depositor may withdraw the whole or any part of the funds 
deposited to his or her credit, with the accrued interest, only on 
notice given 60 days in advance, and under such regulations as 
the Postmaster General may prescribe; but withdrawals of any 
part of such funds may be made upon demand, but no interest 
shall be paid on any funds so withdrawn. 

Mr. LA FOLLETTE. Mr. President, may I ask the Sena- 
tor where this amendment would come in? 
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page 50, line 3, after the word “following ”—in lieu of the 


remainder of that paragraph. 

Mr. President, from a reading of this amendment it seems 
to be all right, so I suggest that those who like its phi- 
losophy vote for it; and in case, upon reflection, it appears 
that any loophole has been left in it, the matter can be 
corrected in conference. 

The PRESIDING OFFICER. The question is on the 
amendment offered by the Senator from Maryland. 

The amendment was agreed to. 

Mr. McADOO. Mr. President, I suggest the following 
amendment, to be added at the end of the amendment just 
adopted, proposed by the Senator from Maryland: 


Provided, That Postal Savings depositories may deposit funds in 
member banks on time, under regulations to be prescribed by the 
Postmaster General. 


The PRESIDING OFFICER. Will the Senator reduce his 
amendment to writing and send it to the desk, so that it 
may be stated? 

Mr. McADOO. I will do so, Mr. President. 

Mr. TYDINGS. Mr. President, while we are waiting for 
that to be done, if the Senator will permit me, I have an 
amendment already drawn which I should like to have read. 

The PRESIDING OFFICER. The Senator from Maryland 
offers a further amendment, which will be stated. 

The legislative clerk read as follows: 


Sec. 21. (a) Within 2 years after the enactment of this section 
every person, firm, association, business, trust, or other similar 
organization (which now operates on the basis of unlimited lia- 
bility of its owners or members for all its obligations) engaged 
principally in the business of issuing, underwriting, selling, or dis- 
tributing at wholesale, retail, or through syndicate participation 
stocks, bonds, debentures, notes, or other securities who is also 
engaged at the same time to any extent whatever in the business 
of receiving deposits subject to check, or to repayment upon 
presentation of a passbook, certificate of deposit, or other evidence 
of debt, or upon request of the depositor, shall elect as to whether 
or not the liability of such owners or members shall be limited as 
in the case of national banks to twice the capital invested in such 
business, or shall continue to operate with unlimited liability. 

If the owners or members elect to Hmit their liability as afore- 
said, they shall notify the Federal Reserve bank of the district in 
which such person, firm, association, business, trust, or other simi- 
lar organization is located of such intention. 

And in such event such notification shall be accompanied with a 
statement of the condition of said business, exhibiting in detail 
the reserves and liabilities, and such person, firm, association, busi- 
ness, trust, or other similar organization shall thereafter submit 
to periodical examination by the Comptroller of the Currency, or 
by the Federal Reserve bank of the district, and shall make and 
publish periodical reports of its condition, exhibiting in detail its 
reserves and liabilities; such examinations and reports to be made 
and published at the same time and in the same manner and 
with like effect and penalties as are now provided by law in respect 
of national banking associations transacting business in the same 
locality; or 

(b) If any person, firm, association, business, trust, or other 
similar organization, shall determine to continue the unlimited 
liability of such individuals, partners, and associates with rela- 
tion to deposits and other obligations of the organization, it shall 
be allowed to continue business as heretofore; provided, however, 
such person, firm, association, business, trust, or other similar 
organization shall submit semiannually to the Federal Reserve 
bank of its district, a certificate from a certified public accountant 
(satisfactory to such.Federal Reserve bank) that said accountant 
has examined the affairs of said organization during the preced- 
ing semiannual period, and that in the opinion of said certified 
public accountant (based on examinations, values, and tests 
similar to those conducted by the Comptroller of the Currency) 
the business is in a sound financial condition. 

And it shall be unlawful for any person, firm, association, busi- 
ness, trust, or other similar organization which has not complied 
with the above provision to engage in any extent whatever in the 
business. of receiving deposits subject to check, or to repayment 
upon presentation of a passbook, certificate of deposit, or other 
evidence of debt, or upon request of the depositor. 

Whoever shall willfully violate any of the provisions of this 
section shall, upon conviction, be fined not more than $5,000 or 
imprisoned not more than 5 years, or both, and any officer, di- 
rector, employee, or agent of any person, firm, association, busi- 
ness, trust or other similar organization who knowingly partici- 
pates in any such violation shall be punished by a like fine or 
imprisonment, or both. 


Mr. TYDINGS. Mr. President, this is rather a long 
amendment, but the section with which it deals is likewise 
a long section; and those who are in favor of the bill will 
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realize that, for the most part, it is in the exact verbiage of 
the present bill. 

Here is the situation with which the Senate must deal: 

At present, private banking houses can receive deposits. 
After this bill is enacted into law they cannot receive de- 
posits unless they conform to certain requirements set forth 
in the bill. 

In my own State I have in mind one particular banking 
house. It is a private concern; a partnership. The deposi- 
tors in that bank not only have the worth of the firm’s 
assets behind every deposit, but they have everything that 
every partner is worth back of the assets of the partner- 
ship, and the deposits as well, with which to make good. 

To the extent that we curtail that liability, we make these 
deposits unsafe. These men, under this new act, can still 
receive deposits. There is no question about that. We will 
not stop them from receiving deposits, but we will limit 
still further their liability to those depositors, as the bill is 
now drawn, over that which they would have to stand for 
in a partnership. 

What I have attempted to do here is, using the same pe- 
riod of time set forth in the bill—namely, 2 years—that they 
shall decide whether they want to form a banking associa- 
tion which will limit their liability, and then be subjected 
to the examination of the Comptroller, or whether they 
may still give to these depositors the security not only of the 
assets of their firm but of every bit of property which each 
one of them is worth as well. My amendment simply makes 
that kind of a concern give a greater degree of security for 
deposits than the same concern will give under the terms 
of the bill. 

Mr. COUZENS. Mr. President, will the Senator yield? 

The PRESIDING OFFICER. Does the Senator from 
Maryland yield to the Senator from Michigan? 

Mr. TYDINGS. I yield to the Senator. 

Mr. COUZENS. I have been absent from the Chamber 
most of the day before the Banking and Currency Commit- 
tee; and I was wondering whether this amendment requires 
any publicity with respect to the net worth of the partners. 

Mr. TYDINGS. Yes, Mr. President; it requires inspection 
by the Government. It requires that they shall periodically 
submit to the Government a statement of their assets and 
liabilities in great detail, just as national banks do. What 
I am trying to point out—and I think in the confusion of 
this late hour I probably shall not be able to make it plain, 
but I should like to do so—is that under the bill as drawn a 
partnership will incorporate, but under the bill as I have pro- 
posed to amend it the partnership need not incorporate. If 
it does incorporate, it will be liable only to the extent of its 
incorporation. If it does not incorporate, it will be liable 
for all the firm’s assets and all of the assets of every partner 
as well. It does not change at all the basic proposition of 
examination of these private banks. 

Mr. BULKLEY. Mr. President, will the Senator yield? 

The PRESIDING OFFICER. Does the Senator from 
Maryland yield to the Senator from Ohio? 

Mr. TYDINGS. Yes. 

Mr. BULKLEY. I should like to have it made clear 
whether what the Senator is proposing is by way of substi- 
tution for section 21 of the bill. 

Mr. TYDINGS. It is. I am only giving to the depositor 
in a private bank additional security for his deposit. Under 
the bill all the security he would have would be the cor- 
porate assets. Under this amendment he would have not 
only the corporate or firm assets but the property of every 
partner in the concern. Otherwise the bill is just the same. 
The supervision by the Government is there. The penalties 
for violation of the law are there as well. All that this 
See does is to make the partners of a private bank 

ble. 

Mr. COUZENS. Mr. President. 

The PRESIDING OFFICER. Does the Senator from 
Maryland further yield to the Senator from Michigan? 

Mr. TYDINGS. Yes; I yield. r, 

Mr. COUZENS. In other words, the Senator wants to 
perpetuate the private-banking system. 
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Mr. TYDINGS. No; let me say that under this amend- 
ment the private bankers can still operate. 

Mr. COUZENS. I mean the Senator wants to perpetuate 
the private bankers under regulation. 

Mr. TYDINGS. No; I am not interested in that. If they 
are to be perpetuated, however, then I want all the liability 
they have thrown in to protect the depositor instead of just 
a part of it. 

Under this measure as now presented to the Senate the 
private banker is liable only to the extent of the corporate 
assets. 

Mr. COUZENS. But after he incorporates, he is not a 
private banker any longer, is he? 

Mr. TYDINGS. Why, of course he is. The stock could be 
held by 3 or 4 or 5 or 6 or 8 or 10 men who make up the 
firm, 

Mr. COUZENS. He would not be a private banker any 
more after he became incorporated. 

Mr. TYDINGS. Certainly he would be. He could still 
incorporate under his own firm name. 

Take the case of Morgan & Co. Morgan & Co, can come 
in under this bill and incorporate as J. P. Morgan. They 
can go ahead and divide up their stock among the 20 part- 
ners; and what will we have done? We will have limited the 
liability of that banking house to their corporate assets only, 
whereas we have the opportunity to extend the liability of 
those men not only to their corporate assets but to all the 
property which they own. 

Mr. COUZENS. I appreciate the Senator’s point of view; 
but I am still insisting that after J. P. Morgan & Co. incor- 
porated, they would not be private bankers any more. 

Mr. TYDINGS. That is a distinction which perhaps I 
did not understand when the Senator first made it. I am 


not interested in whether J. P. Morgan & Co. are private. 


bankers or incorporated bankers. What I am attempting 
to bring to the attention of the Senate is that by the adop- 
tion of the provision as drawn, Morgan & Co., if it does in- 
corporate, will escape a degree of responsibility to its peo- 
ple that it has no right to escape. What I want to do is 
to make every partner in Morgan & Co. responsible to the 
last dollar for any deposits the firm receives. Under this 
provision they will incorporate as J. P. Morgan & Co., and 
divide the stock between their 20 partners, and the stock 
they own will be the extent of their liability. 

On the other hand, we can say that they can still oper- 
ate as J. P. Morgan & Co., and in that case they will be 
liable to the assets of the last partners; but if they accept 
deposits then they must be under the supervision of the 
National Government. 

That is all I am attempting to do. I hope I have made 
it clear. 

I might say in passing that I doubt very much whether 
we have the authority, certainly within a State, to pro- 
hibit a private bank from accepting deposits. If I want to 
take $15 of my money and give it to some person for safe- 
keeping, he becomes a private banker, and I do not know 
what authority we have to prevent that; but I am not dis- 
cussing that question here. What I am discussing is that 
if we are going to permit firms like Morgan & Co. to accept 
deposits, and the law is held good, we should not cut down 
their liability by allowing them to incorporate, but should 
keep all of the liability of that partnership, and then they 
will still be under the same supervision as they would be 
if they incorporated. 

Mr. BULKLEY. Mr. President, the substitution of this 
amendment for section 21 as drawn would materially change 
one of the most important principles in the bill. We have 
proposed to separate investment from commercial banking. 
Other sections of the bill bring to an end investment bank- 
ing by commercial banks within a period of 2 years, as the 
bill was reported, and within a period of 1 year, pursuant to 
amendments which have been adopted on the floor today. 

This amendment of the Senator from Maryland would 
strike out of the bill section 21, which prohibits— 


Any person, firm, corporation, association, business, trust, or 
other similar organization, engaged principally in the business of 
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issuing, underwriting, selling, or distributing *® © © stocks, 


bonds, debentures, notes— 

And so forth, from engaging— 

At the same time to any extent whatever in the business of 
receiving deposits subject to check. 

In other words, the bill as reported is an absolute prohibi- 
tion against any organization, whether it be a corporation 
or an unlimited partnership, having as its principal business 
dealing in securities, from accepting any deposits whatever. 
It is vital to the principles of this bill that the amendment 
suggested should be defeated. 

Mr. TYDINGS. Mr. President, I am not going over the 
same ground I have already covered, but perhaps I look at 
this matter a little differently from the way some other Sen- 
ators look at it, in this respect. We had better be careful, 
if national banks are to be prevented—and I am thoroughly 
in accord with that—from financing private businesses, as is 
required at times, on long-time paper, and if the same is to 
apply to all of the private investment houses of the better 
class, not the bucket shops, but those of integrity, those with 
clean methods, those with 100 years’ tradition back of them, 
like Alexander Brown & Sons, over in my section of the 
country, which have financed many of the major projects of 
this Government, helped to finance the Government when it 
needed money, financed some of our largest railroads when 
they were being constructed, men of the highest caliber; if 
we are to cut all of that business away from the national 
banks—and I am in favor of it, as I have said—we had better 
watch out how far we go in destroying the usefulness of 
bona fide, finely run and conducted private institutions. We 
may want that credit some day, and we may fix it so that 
credit will not be available. 

In passing, I want to leave this thought with the Senate, 
although I dislike to drag the constitutional provision in, 
because that argument is always made, but under what 
stretch of imagination, under what phase of constitutional 
law, under what concept of Supreme Court decision can the 
Congress of the United States say to a private banker in 
Baltimore or Nebraska that he may not accept the deposit 
of a citizen of his own State? 

I want to admonish the Senate that in my humble judg- 
ment, for whatever it may be worth, this provision will soon 
be challenged in the Supreme Court of the United States if 
it is enacted into law, and instead of doing what we could do 
now, namely, cover these banks in under the supervision and 
examination of the Federal Government, we are going to 
have no control over them, in my humble judgment, because 
section 21 is going to be held unconstitutional. There is not 
the slightest color of authority to prevent a private bank 
over in Maryland from accepting deposits from a citizen in 
that State. 

Mr. GLASS. Mr. President, I am not a lawyer, and espe- 
cially am I not a constitutional lawyer, but there is not only 
a substantial shadow of authority for this provision of the 
bill in law, and in constitutional law, but I will say to the 
Senator from Maryland that I have been supplied with a 
document, I would say without exaggeration at least an inch 
thick, which gave our committee opinion after opinion, of 
inferior, superior, supreme, Federal courts, in justification 
of the authority which we here try to assert. So much for 
the legal aspect of it. 

As to the other suggestion, if we confine to their proper 
business activities these large private concerns whose prin- 
cipal business is that of dealing in investment securities, and 
so forth, and many of which unloaded millions of dollars of 
worthless investment securities upon the banks of this coun- 
try, and deny them the right to conduct the deposit bank 
business at the same time, there will be no difficulty on the 
face of the globe in financing any business enterprise that 
needs to be financed at a profit in this country. Only the 
other day, in opening my remarks on this bank bill, I re- 
ferred to the fact that, notwithstanding the protests which 
came to our Banking and Currency Committee, voicing the 
very thing now stated by the Senator from Maryland, the 
largest commercial bank in the world, I believe, the Chase 
National Bank, without waiting for the enactment of this 
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bill, but very likely prompted by the knowledge that it would 
be enacted, separated itself from its affiliate, and the very 
next day the New York papers recorded the fact that those 
who were chiefly active in the conduct of the affairs of that 
affiliate were proposing to immediately set up and invest- 
ment banking house to do the very things that affiliate had 
been unlawfully doing ever since its establishment. 

If there is money in the business, there need be no fear 
but that large investment houses will be set up in this coun- 
try, just as they have been in all of the countries of conti- 
nental Europe, and in England, to be conducted by experi- 
enced bankers rather than by blacksmiths and speculators. 
There will be no difficulty on earth in meeting that issue, 
and I concur most heartily with my colleague the Senator 
from Ohio in saying that this is a vital provision of the bill, 
and that it should not be amended as suggested by the 
Senator from Maryland. 

The PRESIDING OFFICER. The question is on agreeing 
to the amendment offered by the Senator from Maryland 
(Mr. Typrncs]. 

The amendment was rejected. 

The PRESIDING OFFICER. The Senator from California 
[Mr. McApoo] has proposed an amendment, which the clerk 
will report. 

The LEGISLATIVE CLERK. The Senator from California pro- 
poses the following amendment, to be inserted after the 
amendment adopted on page 50, line 3: 

Provided, That Postal Savings depositories 2 deposit funds 
in member banks on time under regulations to be prescribed by 
the Postmaster General. 

The PRESIDING OFFICER. The question is on agreeing 
to the amendment offered by the Senator from California 
[Mr. McApoo]. 

The amendment was agreed to. 

Mr. GLASS. Mr. President, responsive to the inquiry of 
the Senator from Montana [Mr. WHEELER], to make sure 
that no existing State bank with a capitalization of as much 
as $25,000 may be precluded from becoming a member of the 
Federal Reserve banking system, and coming under the in- 
surance of deposits provision of the bill, I propose, on page 
59, at the end of line 7, to insert this proviso, which was 
prepared by the drafting bureau of the Senate: 

Provided, That this paragraph shall not apply to State banks 
and trust companies organized prior to the date this paragraph 
5 takes effect and having a capital of not less than 

I hope the amendment will be agreed to. 

The PRESIDING OFFICER. The question is on agreeing 
to the amendment offered by the Senator from Virginia. 

The amendment was agreed to. 

Mr. BULKLEY. Mr. President, I offer an amendment, 
which I send to the desk. 

The PRESIDING OFFICER. The Senator from Ohio 
offers an amendment, which the clerk will report. 

The CHIEF CLERK. On page 67, lines 11 and 12, to strike 
out the word “ principally ”, so as to read: 

(1) For any person, firm, corporation, association, business, trust, 
or other similar organization engaged in the business of 
underwriting, selling, or distributing, at wholesale or 8 or 
through syndicate participation, stocks, bonds, debentures, 
or other securities, to engage at the same time to any SUR 
whatever in the business of receiving deposits subject to check 
or to repayment upon presentation of a passbook, certificate 
of deposit, or other evidence of debt, or upon request of the 
depositor; or. 

Mr. BULKLEY. Mr. President, this amendment relates 
to the same section we have been discussing. It has become 
apparent that at least some of the great investment houses 
are engaged in so many forms of business that there is some 
doubt as to whether the investment business is the principal 
one. Therefore this word must be eliminated in order to 
make sure that we will accomplish a separation of the in- 
vestment and deposit banking. 

The PRESIDING OFFICER. The question is on agreeing 
to the amendment offered by the Senator from Ohio [Mr. 
BULKLEY]. 

The amendment was agreed to. 
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Mr. NYE. Mr. President, I offer the amendment which I 
send to the desk. 

The PRESIDING OFFICER. The clerk will state the 
amendment. 

The CHIEF CLERK. Beginning with line 18, on page 46, 
the Senator from North Dakota moves to strike out all down 
to and including line 7 on page 47. 

Mr. NYE. Mr. President, the Senate committee amend- 
ment, which would be stricken from the bill, is one relating 
to section 13 of the Federal Reserve Act, which grants cer- 
tain powers and rights to certain banks affiliated with the 
Federal Reserve System. 

Mr. NORRIS. Mr. President, as I understand it, the 
Senator’s amendment simply undertakes to strike out an 
amendment proposed by the committee. 

Mr. NYE. That is correct. 

Mr. NORRIS. I submit that the only way for the Senator 
to accomplish that would be to persuade the Senate to vote 
against the adoption of the committee amendment. 

Mr. NYE. Mr. President, I understand that all the com- 
mittee amendments have been adopted. 

The PRESIDING OFFICER. The Chair is informed by 
the clerk that the committee amendment to which the Sena- 
tor has reference has already been agreed to. 

Mr. NORRIS. Mr. President, it would be out of order, 
of course, to move to strike out an amendment already 
agreed to. 

The PRESIDING OFFICER. If the Senator will make a 
point of order, the Chair will sustain it. 

Mr. NYE. Then I move, Mr. President, to reconsider the 
vote by which the committee amendment was agreed to. 

Mr. GLASS. Mr. President—— 

Mr. NYE. I will say to the Senator that the purpose of 
my amendment is merely to restore to the banks affiliated 
with the Federal Reserve System the right they now have, 
which they would lose under the committee amendment, to 
write fire insurance and other insurance. 

Mr. GLASS. I may say to the Senator that the committee 
had a tremendous amount of correspondence on the subject 
of prohibiting national banks from engaging in the insurance 
business, and this section of the bill prohibits them from 
engaging in the insurance business. 

Mr. NYE. Mr. President, has consent been given to recon- 
sider the action adopting the committee amendment? 

The PRESIDING OFFICER. There is pending a motion 
to reconsider, but it has not been put. Does the Senator 
desire the motion put? 

Mr. NYE. I desire it put. 

The PRESIDING OFFICER. The Senator from North 
Dakota moves to reconsider the vote by which the committee 
amendment was adopted. 

The motion was rejected. 

Mr. BULKLEY. I offer an amendment to correct a typo- 
graphical error in the bill that has been called to my 
attention. 

The PRESIDING OFFICER. The amendment proposed 
by the Senator from Ohio will be stated. 

The CHIEF CLERK. On page 31, line 23, it is proposed to 
strike out the figures “5158 ” and to insert 5138.“ 

The PRESIDING OFFICER. The question is on the 
amendment of the Senator from Ohio. 

The amendment was agreed to. 

Mr. BARBOUR. Mr. President, I should like to address 
a brief question, if I may, to the Senator from Virginia [Mr. 
Grass]. I refer to page 80, section 31. There seems to be 
a difference of opinion between certain attorneys in relation 
to the punctuation of that section, and they suggest that 
on line 15 the semicolon should be changed to a comma, and 
on line 19 the comma should be changed to a semicolon, for 
the reason that the clause in lines 19 and 20, without that 
change, apparently would only refer to the part of the 
section beginning in line 15 and not to the first part of the 
section. It is a small matter, and I think it has been 
explained to the Senator from Virginia. 

Mr. GLASS. I may say to the Senator that I have no 


, objection to the alteration suggested, except, in my judg- 
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ment, it is a bad alteration. People differ as to punctuation, 
and I think the punctuation as now revealed in the bill is 
the correct punctuation. I never heard of a comma being 
before a conjunction in a well-ordered writing, but I have 
heard of a semicolon being there. 

Mr. BARBOUR. Would the Senator say, then, that the 
clause I mentioned which reads “unless in any such case 
there is a permit therefor issued by the Federal Reserve 
Board; refers not only up to line 15 but on up to the 
beginning of the section? If the Senator does, I am per- 
fectly willing to let the matter drop. 

Mr. GLASS. I am perfectly willing to alter the punctua- 
tion as suggested by the Senator. I do not think it is 
material, one way or the other. 

Mr. BULKLEY. Mr. President, it seems to me it makes 
quite a difference in the meaning of the section. 

Mr. GLASS. In what respect? 

Mr. BULKLEY. In line 19 there is a provision for a per- 
mit, and if the semicolon remains in line 15 it will probably 
be interpreted that the provision with respect to the permit 
should only go back so far as the clause beginning in line 15. 
With the change suggested by the Senator from New Jersey, 
the permit might be issued to cover the matter which is 
prohibited in the provision from lines 8 to 15 of the section. 

Mr. BARBOUR. That is exactly the point I want to bring 
out. I thought that it was intended it should be applied 
to the whole section. 

Mr. BULKLEY. I do not so understand it; and I did 
not want the Senator from Virginia to be under the mis- 
apprehension that it does not change the meaning. 

Mr. BARBOUR. Neither do I. 

Mr. GLASS. I do not think it does with the assurances 
given. 

Mr. BULKLEY. The Senator from New Jersey suggests 
a modification so that the meaning shall be changed. 

Mr. GLASS. I do not want to change the meaning, do 
you? 

Mr. BULKLEY. I have thought that the paragraph was 
correctly punctuated as it is. 

Mr. GLASS. I think it is now correctly punctuated, and 
I hope the Senator will not insist upon his amendment. 
When we get into conference if anybody wants to change 
the punctuation point there will be no trouble about 
doing it. 

Mr. BULKLEY. Unless the House language in this re- 
spect is not changed. 

Mr. GLASS. The House bill does not contain that 
provision. 

The PRESIDING OFFICER. Are there further amend- 
ments? 

Mr. KEYES. I offer the amendment which I send to the 
desk. 

The PRESIDING OFFICER. The amendment will be 
stated. 

The CHIEF CLERK. On page 79, line 17, after the words 
“or other member of”, it is proposed to strike out “such 
governing body” and insert “the governing body of a 
national banking association, State bank, or trust company, 
which has a paid-in and unimpaired capital in excess of 
$50,000.” 

Mr. KEYES. Mr. President, I am prompted to offer that 
amendment—— 

Mr. GLASS. I have no objection, at all, to the amend- 
ment. 

Mr. KEYES. Very well. 

The PRESIDING OFFICER. The question is on agreeing 
to the amendment proposed by the Senator from New 
Hampshire. 

The amendment was agreed to. 

The PRESIDING OFFICER. If there be no further 
amendment, the question is on the engrossment and third 
reading of the bill. 

Mr. GLASS. Mr. President, I suppose this is the point 
at which I should ask the Chair to lay before the Senate 
House bill 5661, in order that I may move that the Senate 


CONGRESSIONAL RECORD—SENATE 


4181 


proceed to its consideration and then substitute the Senate 
bill for it. 

The PRESIDING OFFICER laid before the Senate the 
bill (H.R. 5661) to provide for the safer and more effective 
use of the assets of banks, to regulate interbank control, to 
prevent the undue diversion of funds into speculative opera- 
tions, and for other purposes, which was read twice by its 
title. 

Mr. GLASS. I move that the Senate proceed to the con- 
sideration of the House bill. 

The motion was agreed to; and the Senate proceeded to 
consider House bill 5661. 

Mr. GLASS. I move to strike out all after the enacting 
clause of the House bill and to insert the Senate bill as 
agreed to today. 

The PRESIDING OFFICER. The question is on the mo- 
tion of the Senator from Virginia. 

Mr. HEBERT. Mr. President, I wish to be heard for a 
few moments before the bill is finally passed, if it is going 
to be, and I assume that it will be. 

Mr. President, with certain features of this measure I am 
in accord; I believe that for the most part it has a great 
deal of merit and will commend itself to the consideration 
of the Members of the Senate; but I cannot see my way 
clear to support that provision of the bill which would 
guarantee bank deposits. My investigation of that subject 
leads me to the conclusion that wherever that has been 
tried it has been a failure. 

I find there have been guaranty deposit laws in eight 
States. The first of those was enacted in the State of Okla- 
homa in 1908. It continued to operate until 1922, and when 
it was repealed there was a deficit; in other words, there 
were bank deposits lost to the depositors in the sum of 
$3,350,000 which were never repaid. 

The next State to enact such a law was the State of 
Nebraska. That law was enacted in 1911 and repealed in 
1930. At the time of its repeal there were unpaid deposits 
in failed banks aggregating somewhere in the neighborhood 
of $20,000,000. 

Next came the State of Mississippi, which enacted a 
guaranty deposit law in 1915. That law was repealed in 
1930, with a deficit at that time of $1,941,000. 

Then in 1916 the State of South Dakota enacted a guar- 
anty deposit law, which was repealed in 1930. At that time 
there was a deficit of $36,769,000, which was never paid 
to the depositors. 

Next came North Dakota, which enacted a deposit guar- 
anty law in 1917 and repealed it in 1929, with a deficit of 
$12,000,000. 

Then Kansas in 1909 enacted such a law which continued 
in force for some 20 years, although that law was voluntary 
in its operation. It was repealed in 1929, leaving a deficit 
of $15,000,000. 

Texas enacted such a law in 1910, which was repealed in 
1927, leaving a deficit of $1,400,000. 

Mr. CONNALLY. Mr. President, will the Senator from 
Rhode Island yield right there? 

The PRESIDING OFFICER. Does the Senator from 
Rhode Island yield to the Senator from Texas? 

Mr. HEBERT. Certainly, I yield. 

Mr. CONNALLY. The Senator makes reference to the 
operation of the guaranty deposit law in Texas, It is true 
that my State abandoned the system, but it was not a fail- 
ure in the sense that there were losses. Only recently I read 
that quite a large sum of money, running into more than a 
million dollars in that fund, was redistributed and paid 
back to the banks which had originally contributed to the 
fund. It was not a failure, in that the banks suffered any 
great losses. It is true that the banks paid in from time to 
time assessments, and a fund was accumulated, and, of 
course, there were losses out of that fund because of the 
payment of guaranteed deposits in banks which had failed; 
but I do not think the Senator can justly say that there 
was any substantial loss so far as the total operations of the 
system were concerned. 
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Of course, there will be losses whenever any bank fails; 
there will be losses under this bill if we consider the moneys 
which will be paid out in guaranteeing deposits; but in my 
State I do not think it can be said that the system was a 
failure. The State simply changed its policy and abandoned 
the system because there was so much pressure from the 
banks that had been contributing money and had never 
failed and had gotten no compensatory benefit from the law. 

Mr. HEBERT. Mr. President, let me read, for the infor- 
mation of the Senate, from the report of a careful investi- 
gation of the operation of the law in Texas. Under the 
head of Bank Failures Under the Guaranty, this report goes 
on to say this: 

However, in the 6-year period, 1920-25, about 150 guaranty- 
fund banks failed. Of these, 52 were reorganized without loss to 
the fund. Under the Texas plan no certificates were issued to 
the depositors, but when a bank was taken over by the bank- 
ing department and liquidation begun, depositors were paid until 
its available cash was exhausted, then the guaranty fund was 
drawn upon, and as it became depleted assessments were collected 
from the banks up to 2 percent in a year of their average daily 
deposits. By this process about $19,000,000 was pumped out of 
member banks in 1920-25; final liquidation of the closed banks 
returned about $4,000,000 to them, leaving their net losses at 
$15,000,000. 

Mr. CONNALLY. Mr. President 

The PRESIDING OFFICER. Does the Senator from 
Rhode Island yield further to the Senator from Texas? 

Mr. HEBERT. I yield. 

Mr. CONNALLY. What the Senator from Rhode Island 
has read may be true, but the point I wish to make is that 
every depositor in a closed bank was paid; he got his deposit 
back. Of course, the money had to come from the other 
banks, and there were losses in that way. 

Mr. HEBERT. Mr. President, so much for the record in 
those States where a guaranty deposit law has been in force. 

I wish now to quote from the same report to which I have 
already referred, the Lessons of Experience, as follows: 

These lessons of experience appear to demonstrate conclusively 
that in practice the guaranty-of-deposits plan generally tended 
to induce an unsound expansion in the number of banks and the 
volume of bank deposits under {ts supposed protection. This 
was clearly connected with the indiscriminate popular confidence 
created toward the banks under the guaranty. Unneeded, under- 
sized, and unsound banks, as well as unqualified bank operators, 
were enabled to command public patronage because of the belief 
that the banks in the State were guaranteed by the State 
and therefore the depositor could not lose. 

The rate of bank failures was greater among guaranteed banks 
than among nonguaranteed banks doing business side by side 
with them. This produced a higher rate of loss than the guar- 
anty funds, set up by assessments against member banks, were 
calculated to meet and resulted in the insolvency of the funds, 
their financial break-downs and larger deficits in unpayable claims 
in the hands of disappointed depositors. 


The report goes on further to say: 


The causes of insecurity of bank deposits are found for the 
most part in economic conditions and banking practices that can 
be identified. The logical procedure is to aim at prevention of 
these causes so far as possible and at fortifying the banks by 
good banking against adverse circumstances so as to avoid failures. 

Mr. President, I am justly proud of the fact that in the 
State which I have the honor in part to represent there 
has not been a single bank failure during the entire depres- 
sion. That may be due to many causes, but I venture the 
assertion that the basic cause is good management and good 
banking. I cannot believe that it is due altogether to careful 
supervision. I have known something about State super- 
vision of financial institutions, the supervision of various 
classes of institutions by the State government, and I know 
from my experience that the well-being of those institutions 
has been due more especially to the character of the man- 
agement behind them than to the supervision to which they 
have been subjected. 

I can see no merit in the proposal to provide this guaranty 
for bank deposits. On the other hand, to my mind it is 
going to penalize the well-managed banks to take care of 
those where there is careless management, and surely that 
cannot be justified by any argument. 

I repeat, in the main I am not opposed to the bank bill. 
I would vote for the remaining provisions of it were it not 
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for the inclusion within it of the provision for a guaranty 
of bank deposits. I felt I should make this statement in 
explanation of my attitude toward the measure. 

The PRESIDING OFFICER. The question is on the mo- 
tion of the Senator from Virginia to substitute the text of 
the Senate bill for the text of the House bill. 

The motion was agreed to. 

The PRESIDING OFFICER. The question is on the en- 
grossment of the amendment and the third reading of the 
bill. 

The amendment was ordered to be engrossed and the bill 
to be read a third time. 

The bill was read the third time and passed. 

Mr. GLASS. Mr. President, I move that the Senate insist 
upon its amendment, ask for a conference with the House, 
and that the Chair appoint the conferees on the part of the 
Senate. 

The motion was agreed to; and the Presiding Officer ap- 
pointed Mr. Grass, Mr. BULKLEY, Mr. McApoo, Mr. WALCOTT, 
and Mr. Townsenp conferees on the part of the Senate. 

Mr. GLASS. I move that Senate bill 1631 be indefinitely 


postponed. 
The motion was agreed to. 


LEGISLATIVE INVESTIGATIONS—ADDRESS BY SENATOR NYE 


Mr. NORRIS. Mr. President, on the 23d day of May 
there was delivered a short radio address by the Senator 
from North Dakota [Mr. Nye] upon the subject of Legis- 
lative Investigations.” I ask unanimous consent to have the 
address printed in the RECORD. 

There being no objection, the address was ordered to be 
printed in the Recorp, as follows: 


The sponsors of this program are undertaking to to the 
radio audience of America knowledge concerning the relationship 
between you and your Government on the subject of “ Legislative 
Investigations.” I am sure that Professor Rogers, with whom I 
share place on this program tonight, rather easily enters upon 
this task with a contribution that is truly educational. He has 
been permitted to stand back and view broadly the merits of in- 
vestigations. As for myself, I at moments doubt my ability to 
discuss the subject from an educational standpoint. I fear I 
have been too close to many of these investigations to permit an 
unprejudiced view. During my 8 years in the Senate I have par- 
ticipated in more investigations than one can possibly desire, if 
it can be said that one could desire a hand in any one investi- 
gation. My experience has given me two prejudices. One is that 
occasioned by the responsibility which accompanies the conduct 
of an investigation. The other prejudice is caused by my deep 
conviction that legislative investigations are essential, important, 
and highly productive of results beneficial to the people of the 
United States and to the perpetuity of whatever may now remain 
of a government of, by, and for the people. I shaH strive, how- 
ever, to prevent these prejudices standing in the way of my mak- 
ing some little contribution to the splendid purpose of the Coun- 
cil on Radio in Education. 

There is wide belief that members of legislative bodies seek 
and welcome assignment to investigating committees and that 
they move for investigations only because they afford opportunity 
for personal publicity. But I have yet to meet the Member of 
Congress who has enjoyed the tremendous responsibility accom- 
panying appointment to such a committee. The public can have 
only a faint notion of the labor, grief, and personal sacrifice as- 
sumed by those who draw these investigation responsibilities. The 
conduct of an investigation involves the necessity of most serious 
decisions, decisions which might easily be so unfair as to gravely 
injure innocent parties. 

I might, were the time available, picture some of the trials 
which fall upon a committee and show how difficult it is to 
choose paths that are fair without inviting bitter criticism from 
those who by the thousands offer suggestions, tips, and demands 
concerning the manner in which the investigation should be 
conducted. There is little balm or glory for those who find them- 
Selves charged with the duty of conducting a legislative inves- 
tigation. If there is any satisfaction for legislators thus charged 
it lies only in the final accomplishment of facts in the face of 
a world of obstacles. Men accept service upon these committees 
quite alone because they see a worthy purpose to be served by 
the investigations and because someone must serve upon them 
if the whole duty of a legislative body is to be done. So I say 
that it is most unfair to charge that legislative mvestigations 
are for the purpose of affording glory or publicity for legislators. 
There are many easier ways of winning that publicity. 

Are legislative investigations costly, wasteful, and productive 
of no worthy return or results, as is so often charged? I insist 
that on the whole they are anything but that. I expect there is 
some waste of the moneys made available for the conduct of in- 
vestigations, just as there is waste in courts and in industry 
generally, but the waste is not wanton. No matter how much 
waste may be involved I am sure it can be easily demonstrated 
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that the actual dollar-and-cents gains resulting from investiga- 
tions easily outweigh the costs. 

Investigations have become a most important duty of legisla- 
tive bodies under our form of government. Through no other 
method would it have been possible to accomplish ends so worth 
while as were won in the Daugherty, the Teapot Dome, the Con- 
tinental Trading Co. investigations, in the campaigns investiga- 
tions, in the securities and banking investigations, and in other 
investigations with which listeners are acquainted. Will the cost 
of these investigations, which did not amount to as much as a 
million dollars, be a thing to stand out in importance above the 
information gained through them, the penalties inflicted upon 
wrongdoers, and the prevention of the purchase of places in 
legislative halls? I am sure none, knowing the facts, would per- 
mit such a choice and view to long exist in their own minds. 

The argument in support of investigations should not be placed 
upon a mercenary ground. Investigations are essentially a func- 
tion of the legislative arm of the Government and its cost is part 
and parcel of the cost of legislative action. One might as well 
argue that it is a waste of money to retain a democratic form of 
government and that great savings could be made by the dis- 
missal of Congress from any part in our Government. But if 
there be desire to weigh the cost in the consideration of the 
merit of investigations, let us briefly consider the subject from 
that wholly mercenary standpoint. 

It was not long ago that a leading figure in American political 
life protested strongly against the wastefulness of investigations. 
He pointed out that in the past 16 or 20 years the Senate had 
spent $1,383,000 for investigations. He was a man of honest con- 
victions and his demand for economies of this kind thoroughly 
sincere. His failing in this case was his blindness to the actual 
dollars recovered and paid into the United States Treasury by men 
who and corporations which the investigations revealed were 
cheating the Government. One investigation which I shall recite 
brought into the Federal Tr many times the amount that 
was expended in the conduct of it. I refer to the Continental 
Trading Co. investigation, an aftermath of the Teapot Dome study. 
It was my lot to be chairman of the committee in question and to 
work with the late Senator Thomas Walsh, of Montana, in prose- 
cuting that investigation, which involved the transactions and 
shady profits of the oil men—Sinclair, Stewart, O’Niel, and Black- 
mer. As a result of that one investigation the United States 
Treasury has successfully prosecuted actions to cause the payment 
of taxes evaded by these men and others in the amount of $7,027,- 
689.09. Further actions within the last year may have materially 
increased that total. The cost of the investigation was approxi- 
mately $30,000. It seems to me that the sums spent in prosecu- 
tion of that investigation represent a reasonably fair investment 
from the standpoint of the Government. Consider with this the 
millions of dollars that were recovered by the Government as well 
as the vast and valuable resources worth hundreds of millions re- 
turned to the Government as a result of the naval oil lease in- 
vestigations, and there must be agreement that these two investi- 
gations have been sufficiently profitable to pay for all the 
investigations conducted by the Houses of Congress during our 
lifetime as a nation. 

So much for the cost end of any argument concerning the value 
of legislative investigations. What are the more material returns, 
if any? I answer they are many. 

Who would have Harry M. Daugherty, formerly Attorney General 
of the United States, still enjoying the confidence of the people, 
as he would be doing but for a legislative investigation fearlessly 
prosecuted? 

Who is there who wishes that Albert B. Fall, former Sec: 
of the Interior, was still in a commanding and influential position 
and exercising a yoice in our democracy, as he would be doing but 
for the searching rays of an investigation played upon him and 
his betrayal of his trust? 

Who is there desiring that Samuel Insull might continue to 
wield that influence which enabled him to lose the fortunes and 
savings of thousands of trusting investors; and who of all Ameri- 
cans would have the facts concerning Halsey Stewart & Co., as 
revealed by investigation, covered up so that the public might 
never have reason to know that this great firm participated in 
practices intended to defraud those who looked to it as an adviser? 

Who would put back in important and responsible posts where 
they would enjoy continued public confidence bankers like Harri- 
man and Mitchell, who betrayed public confidence and con- 
tributed, they and their kind, to the terrible economic downfall 
which has brought such suffering to America as exists today? 

Who would have legislative bodies, presumed to be representa- 
tive, close their eyes to corrupt practices resorted to in winning 
election to those legislative bodies rather than insist, as those 
legislative bodies have, upon careful watching of the conduct of 
these election campaigns? 

Who is there with such wishes and desires? Answer that and 
you name the men or the interests which would, if they could, 
turn every wheel of the peoples’ Government into a piece of 
machinery to function for their own selfish interests and to the 
continued looting of the American people. 


Out of practically every investigation there comes legislation 
improving the security of the Government and the people against 
selfishness and greed, It is often said that the same results could 
be obtained through regular prosecution in the courts of the land. 
Such a conclusion is not mindful of the fact that there can be 
no prosecution without facts. It ought also be said that a legis- 
lative investigation has access to facts which courts cannot hope 
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to gain under the rules of evidence which prevail. A legislative 

investigation can ask and require answers to questions which the 

rules of courts would not countenance. Without prejudice, but 

with that power, the legislator can gain knowledge upon which 

to base legislation and conclusions which contribute to the safe- 
of government and people. 

Investigations serve a most healthy purpose in that they pre- 
vent many practices and serve as a caution against practices 
which might be considered proper and customary but for the 
development of a conscience by the existence of an investigating 
committee. In these days of overgrown corporations when the 
rule is “get all you can while the getting is good”, occasional 
strokes by an investigating committee serve a splendid purpose. 

In 1872 Judge Poland, of Vermont, chairman of a special com- 
mittee of Congress appointed to investigate charges of corruption, 
said in his report: 

“This country is fast becoming filled with gigantic corpora- 
tions wielding and controlling immense aggregations of money 
and thereby commanding great influence and power.” 

Forty years later Woodrow Wilson sald: 

We have come to be one of the worst ruled, one of the most 
completely controlled and dominated governments in the civilized 
world—no longer a government by conviction and the vote of 
the majority, but a government by the opinion and duress of 
small groups of dominant men. The Government of the United 
States at present is a foster child of the special interests. Our 
Government has been for the last few years under the control 
of the heads of great allied corporations with special interests. 
It is not allowed to have a will of its own. The trusts are our 
masters now.” 

With economic and political influence coming into such concen- 
trated control it is of greatest importance that legislative bodies 
be on closest guard against encroachment which further threatens 
a free government. Honest investigations, prosecuted by legis- 
lators determined to reach and develop the facts, and by legis- 
lators who in their work can and will abandon partisanship, are 
of greatest value to the Government and its people. They afford 
necessary knowledge basic to helpful legislation. They educate 
people to practices unfriendly to their best interests. They throw 
fear into men and interests who would by any means at their 
command move governments to selfish purposes. They command 
respect for government and for law. They tend to make govern- 
ment cleaner and more responsive to public needs and interests. 
We should have not less, but more legislative investigations. 


EMERGENCY RELIEF OF RAILROADS 


Mr. DILL, Mr. President, I move that the Senate proceed 
to the consideration of the bill (S. 1580) to relieve the exist- 
ing national emergency in relation to interstate railroad 
transportation and to amend sections 5, 15a, and 19a of the 
Interstate Commerce Act, as amended. 

The motion was agreed to; and the Senate proceeded to 
consider the bill, which had been reported from the Commit- 
tee on Interstate Commerce with amendments. 

Mr. BLACK. Mr. President, I send to the desk an amend- 
ment which I intend to offer to the railroad bill and ask that 
it may be printed and lie on the table. 

The PRESIDING OFFICER. Without objection, it is so 
ordered. 


ABOLITION OF BOARD OF INDIAN COMMISSIONERS (H.DOC. NO, 57) 


The PRESIDING OFFICER laid before the Senate a mes- 
sage from the President of the United States, which was 
read, and, with the accompanying Executive order, referred 
to the Committee on Indian Affairs, as follows: 


To the Congress: 

Pursuant to the provisions of section 1, title III, of the 
act entitled “An act to maintain the credit of the United 
States Government”, approved March 20, 1933, I am trans- 
mitting herewith an Executive order abolishing the Board of 
Indian Commissioners. 

There is no necessity for the continuance of this Board, 
and its abolition will be in the interests of economy. 

FRANKLIN D. ROOSEVELT. 

Tue WHITE House, May 25, 1933. 


MESSAGE FROM THE HOUSE—ENROLLED BILL SIGNED 


A message from the House of Representatives, by Mr. 
Haltigan, one of its clerks, announced that the Speaker 
had affixed his signature to the enrolled bill (H.R. 5390) 
making appropriations to supply deficiencies in certain ap- 
propriations for the fiscal year ending June 30, 1933, and 
prior fiscal years, to provide supplemental appropriations 
for the fiscal years ending June 30, 1933, and June 30, 1934, 
and for other purposes, and it was signed by the Vice 
President. $ 
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EXECUTIVE SESSION 
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The PRESIDING OFFICER. The treaty will be passed 


Mr. KENDRICK. I move that the Senate proceed to the | Over. 


consideration of executive business. 

Mr. McNARY. Mr. President, there is a contest over a 
nominee on the calendar; and on account of the lateness 
of the hour I suggest to the eminent Senator from Wyo- 
ming that we recess until 12 o’clock noon tomorrow. 

Mr. HARRISON. Mr. President, does the Senator from 
Oregon object to an executive session? 

Mr. McNARY. We were engaged a few days ago in a 
contest which will carry us now until a later hour. Inas- 
much as it is nearly half past 5 now—— 

Mr. HARRISON. The Senator would have no objection 
to having the Chair lay down a message from the President 
which relates to certain nominations? That is the only 
object of the executive session, as I understand. 

Mr. DILL. Mr. President, there is also a question of noti- 
fication of the President of the confirmation of Mr. Ewin 
Lamar Davis as Federal Trade Commissioner. The nomina- 

tion was confirmed the other day, and we are anxious that 
the President may be notified. 

Mr. McNARY. I have no objection to an executive ses- 
sion if we can get through with it promptly; but I do not 
want to stay beyond this late hour with the contest still 
brewing that we had here last week. 

Mr. KENDRICK. I renew my motion that the Senate 
proceed to the consideration of executive business. 

The motion was agreed to, and the Senate proceeded to 
the consideration of executive business. 

EXECUTIVE MESSAGES REFERRED 


The PRESIDING OFFICER laid before the Senate several 
messages from the President of the United States submit- 
ting nominations, which were referred to the appropriate 
committees. 

(For nominations this day received, see the end of Senate 


proceedings.) 
f REPORTS OF COMMITTEES 


The PRESIDING OFFICER. Reports of committees are 
in order. 

Mr. KING, from the Committee on Finance, reported fa- 
vorably the nomination of John Walter Doyle, of Honolulu, 
Hawaii, to be collector of customs for customs collection 
district no. 32, with headquarters at Honolulu, Hawaii. 

Mr. SMITH, from the Committee on Agriculture and For- 
estry, reported favorably the nomination of Arthur E. Mor- 
gan, of Ohio, to be a member of the Board of Directors of 
the Tennessee Valley Authority. 

The PRESIDING OFFICER. The nominations will be 
placed on the calendar. 


FEDERAL TRADE COMMISSIONER—NOTIFICATION TO THE PRESIDENT 


Mr. DILL. Mr. President, at one of the recent executive 
sessions Mr. Ewin Lamar Davis was confirmed for Federal 
Trade Commissioner. 

Mr. McKELLAR. Mr. President, I ask unanimous con- 
sent that the President be notified of the confirmation of 
the nomination. 

Mr. McNARY. Mr. President, do I understand that he 
was confirmed at an executive session several days ago? 

Mr. McKELLAR. Yes; and the request now is to notify 
the President. 

Mr. McNARY. How many executive sessions have inter- 
vened? 

Mr. McKELLAR. One only. 

The PRESIDING OFFICER. Is there objection to the 
request of the Senator from Tennessee? The Chair hears 
none, and the President will be notified. 

GREAT LAKES-ST. LAWRENCE DEEP WATERWAY TREATY 

The PRESIDING OFFICER. The Calendar is in order. 

The legislative clerk announced Executive C. (72d Cong., 
2d sess.), a treaty between the United States and the Do- 
minion of Canada for the completion of the Great Lakes- 
St. Lawrence deep waterway, signed on July 18, 1932, as 
first in order on the Calendar. 

Mr. KING. Let that go over. 


THE ADJUTANT GENERAL 


The legislative clerk read the nomination of James Fuller 
McKinley to be The Adjutant General in the Army. 

Mr. TYDINGS. Mr. President, I am compelled to be away 
tomorrow afternoon, and also Saturday. While I shall not 
vote for the confirmation of General McKinley, and I do 
not want to pursue any tactics which are purely dilatory 
or blocking, yet unless the nomination can be disposed of 
this afternoon I should like very much not to have it con- 
sidered while I am away. 

Mr. McNARY. Mr. President, inasmuch as we were only 
in the midst of the consideration of this nomination last 
week, on account of the lateness of the hour now I should 
not want it to be considered at this time unless we can act 
upon it immediately. 

Mr. TYDINGS. I ask that it go over until Monday. 

Mr. BULKLEY. Mr. President, is it understood that noti- 
fication of the President of the confirmation of the nomi- 
nation of General Conley is to be withheld until the 
McKinley nomination is disposed of? 

Mr. McKELLAR. I ask unanimous consent that the Sen- 
ate vote on the McKinley nomination on Monday. 

The PRESIDING OFFICER. The Senator from Tennes- 
see asks unanimous consent that the Senate yote on the 
McKinley nomination on Monday next. Is there objection? 

Mr. LONG. Mr. President, I do not want to interfere with 
my friend from Tennessee, but I hope he will withdraw the 
request. 

Mr. McKELLAR. We have had the nomination up several 
times. 

Mr. LONG. The matter is going to require considerable 
discussion. I myself expect to speak at length on the nomi- 
nation, and I know that others intend to do likewise. I shall 
have to object. 

The PRESIDING OFFICER. The Senator from Louisiana 
objects. 

Mr. BULKLEY. Mr. President, there was some confusion 
in the Chamber. I did not understand whether the Chair 
said the nomination of General Conley is to be held here 
until the McKinley nomination is disposed of. 

The PRESIDING OFFICER. The Chair is informed that 
a unanimous-consent agreement to that effect was entered 
into at a previous executive session. 

Mr. TYDINGS. Mr. President, the Chair stated that a 
unanimous-consent agreement had been entered into with 
reference to the Conley nomination. I think that was 
slightly in error. My recollection is that the Senator from 
Ohio [Mr. Butxtry] moved that the nomination of General 
Conley be held up until the McKinley nomination could be 
disposed of, and I did not object to it. 

Mr. BULKLEY. My recollection is it was a unanimous- 
consent request. 

The PRESIDING OFFICER. The Chair is informed that 
an order was entered to that effect. In any event, it has 
the same effect. 

Mr. McNARY. The Chair has been properly advised on 
that subject. That is correct. 

ASSISTANT SECRETARY OF THE TREASURY 


The legislative -clerk read the nomination of Stephen B, 
Gibbons, of New York, to be Assistant Secretary of the 
Treasury. 

Mr. HARRISON. Mr. President, let that go over until the 
next executive session. 

The PRESIDING OFFICER. The nomination will be 
passed over. 

That completes the calendar. 

RECESS 

The Senate resumed legislative session. 

Mr. KENDRICK. I move that the Senate take a recess 
until 12 o’clock noon tomorrow. 

The motion was agreed to; and (at 5 o'clock and 30 min- 
utes p.m.) the Senate took a recess until tomorrow, Friday, 
May 26, 1933, at 12 o’clock meridian. 
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NOMINATIONS 


Executive nominations received by the Senate May 25 (legis- 
lative day of May 15), 1933 


ASSISTANT SECRETARY OF THE TREASURY 


Thomas Hewes, of Connecticut, to be Assistant Secretary 
of the Treasury, in place of James H. Douglas, Jr., resigned. 


GENERAL COUNSEL FOR THE BUREAU OF INTERNAL REVENUE 


E. Barrett Prettyman, of Maryland, to be General Counsel 
for the Bureau of Internal Revenue, in place of Clarence M. 
Charest, resigned. 


COMMISSIONER OF EDUCATION 


George F. Zook, of Ohio, to be Commissioner of Education, 
vice William John Cooper. 


COLLECTORS OF CUSTOMS 


James J. Connors, of Juneau, Alaska, to be collector of 
customs for customs collection district no. 31, with head- 
quarters at Juneau, Alaska, in place of John C. McBride. 
John Bright Hill, of North Carolina, to be collector of 
customs for customs collection district no. 15, with head- 
quarters at Wilmington, N.C., in place of Mrs. Fannie 
Sutton Faison, 


HOUSE OF REPRESENTATIVES 
THURSDAY, MAY 25, 1933 


The House met at 11 o’clock a.m. 
The Chaplain, Rey. James Shera Montgomery, D.D., offered 
the following prayer: 


Thou, who art the Creator and the Master of all life, 
we pause this moment at the altar of prayer and breathe 
the holy word—not unto us, not unto us, O Lord, but unto 
Thy excellent name be honor and glory, dominion and power, 
both now and ever. Here we wait in thanksgiving for the 
renewal of our strength. Gratefully mindful that we are 
Thine, do Thou put sacredness of duty upon all hearts, 
that we may ever frown upon all neglect as unworthy of our 
high calling. O free us from every fear save that of doing 
wrong. Be Thou that wise presence diffused in all our 
actions. By faith, love, and energy may we make our way 
toward the stature of the perfect man. Calm us when vexa- 
tions distract and rebuke us, when scanty thoughts turn 
us from Thy matchless grace. We praise Thee that Thou 
art our God forever and ever and will be our guide even unto 
death. Amen. 


The Journal of the proceedings of yesterday was read and 
approved. 
MESSAGE FROM THE SENATE 


A message from the Senate, by Mr. Horne, its enrolling 
clerk, announced that the Senate, having tried Harold 
Louderback, judge of the District Court of the United States 
for the Northern District of California, upon five several 
articles of impeachment exhibited against him by the House 
of Representatives, and two thirds of the Senators present 
not having found him guilty of the charges contained 
therein: It is therefore 

Ordered and adjudged, That the said Harold Louderback 
be, and he is, acquitted of all the charges in said articles 
made and set forth. 

The message also announced that the Senate agrees to 
the amendments of the House to the amendments of the 
Senate nos. 2 and 14 to the bill (H.R. 5390) making ap- 
propriations to supply deficiencies in certain appropria- 
tions for the fiscal year ending June 30, 1933, and prior 
fiscal years, to provide supplemental appropriations for 
the fiscal years ending June 30, 1933, and June 30, 1934, 
and for other purposes. 

Mr. KVALE. Mr. Speaker, I make the point of order that 
there is not a quorum present. 

The SPEAKER. The Chair will count. 

Mr. KVALE. Mr. Speaker, I withdraw the point of order. 
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ACCEPTANCE AND TRANSFER OF CERTAIN LANDS IN SAN DIEGO, 
CALIF. 

Mr. VINSON of Georgia. Mr. Speaker, I ask unanimous 
consent for the present consideration of the bill (H.R. 1767) 
to authorize the acceptance of certain lands in the city of 
San Diego, Calif., by the United States, and the transfer 
by the Secretary of the Navy of certain other lands to said 
city of San Diego. 

The Clerk read the title of the bill. 

The SPEAKER. Is there objection to the request of the 
gentleman from Georgia? 

There was no objection. 

The Clerk read as follows: 

Be it enacted, etc., That the Secretary of the Navy be, and he 
is hereby, authorized on behalf of the United States to accept 
from the city of San Diego, Calif., when said city has been duly 
authorized to make such transfer by the State of California, free 
from all encumbrances and without cost to the United States, all 
right, title, and interest in and to the lands contained within the 
following-described area: Beginning at the intersection of the 
prolongation of the northwesterly line of Bean Street with the 
United States bulkhead line as established in February 1912; 
thence southwesterly along the prolongation of the northwesterly 
line of Bean Street to the pierhead line as the sarme has been or 
may hereafter be established by the United States; thence, north- 
westerly and southwesterly along the said pierhead line to its 
intersection with the prolongation of the northeasterly line of 
Lowell Street; thence northwesterly along the prolongation of the 
northeasterly line of Lowell Street to the United States bulkhead 
Une as established in February 1912; thence northeasterly, easterly, 
and southeasterly along the United States bulkhead line as estab- 
lished in February 1912, to the point of beginning containing ap- 
proximately 242 acres; and also, all of block 16, municipal tide 
lands subdivision, tract no. 1; said lands being desired by the Navy 
Department for national defense and for use in connection with 
existing naval activities at San Diego, Calif. 

The said Secretary of the Navy is also authorized hereby to 
transfer to the city of San Diego, Calif., free from all encum- 
brances and without cost to said city of San Diego, all right, title, 
and interest of the United States in and to the lands contained 
within that part of the Marine Corps base, San Diego, Calif., de- 
scribed as follows: Beginning at a point on the United States 
bulkhead line as established in February 1912, distant 300 feet 
northwesterly from station no. 104 on said bulkhead line; thence 
north 7° east a distance of 2,160 feet; thence north 603459“ 
west to an intersection with the prolongation of the north- 
westerly line of Bean Street; thence southwesterly along the 
prolongation of the northwesterly line of Bean Street to an inter- 
section with the United States bulkhead line, as established in 
February 1912; thence south 83° east along said bulkhead line to 
the point of beginning, containing approximately 67 acres. 


The bill was ordered to be engrossed and read a third time, 


was read the third time and passed, and a motion to recon- 
sider was laid on the table. 


AMERICAN-GROWN APPLES AND PEARS IN FOREIGN MARKETS 


Mr. BYRNS. Mr. Speaker, I ask unanimous consent for 
the present consideration of the bill (H.R. 4812) to promote 
the foreign trade of the United States in apples and/or 
pears, to protect the reputation of American-grown apples 
and pears in foreign markets, to prevent deception or mis- 
representation as to the quality of such products moving in 
foreign commerce, to provide for the commercial inspection 
of such products entering such commerce, and for other 
purposes. 

The SPEAKER. Is there objection to the request of the 
gentleman from Tennessee [Mr. Byrns]? 

Mr. BLANTON, Mr. Speaker, reserving the right to ob- 
ject, I objected the other day, but since then I have ascer- 
tained that the majority leader is strongly in favor of this 
measure and seems to think that it is an emergency matter, 
and ought to be passed. I want to be assured of one fact, 
however, and that is that there is no junket of any kind in 
this bill anywhere in the United States or in any foreign 
country. I intend to try to stop all junkets of every kind. 

Mr. ROBERTSON. I can absolutely assure the gentleman 
of that. 

The purpose of the bill is to promote the export of Ameri- 
can apples and pears. During recent years the average ex- 
port of pears was 1,650,584 bushels, and of apples 2,593,466 
barrels and 8,937,149 boxes. During the past 2 years some 
26 nations have imposed restrictions of one kind or another 
on American apples and pears by specifying the qualities 
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which may be imported during certain periods, increasing 
the rigidity of sanitary requirements and inspection, and 
through increased import duties. Those interested in this 
large export business desire to have these restrictions dis- 
cussed at the Economic Conference to be held in London 
next month, and to place our Department of State in posi- 
tion to assure foreign nations that nothing except standard 
grades of fruit will hereafter be shipped. This bill was pre- 
pared by the International Apple Association, composed of 
the leading shippers, shippers’ organizations, outstanding 
growers and exporters from coast to coast, and by the East- 
ern Apple Growers Council, a federation of 19 State horti- 
cultural societies east of the Missouri River. 

It provides for an inspection of export apples and pears 
by the Department of Agriculture and requires that every 
shipment shall be accompanied by a certificate issued under 
authority of the Secretary of Agriculture showing that such 
apples and pears meet the requirements of the established 
United States grades or the requirements of the country to 
which shipped. The bill will not require an appropriation. 
Under section 5 of the bill, the Secretary of Agriculture 
shall cause to be collected a reasonable fee for inspecting 
and certifying the grade, quality, condition, and so forth, of 
the fruit shipped provided additional personnel should be 
required of the Department in carrying out the provisions 
of the bill. This fee, however, shall not in any event exceed 
the cost of the service rendered. 

The Secretary of Agriculture in reporting on the bill— 
which has his hearty approval—stated: 


It is believed that the bill as drawn presents no serious admin- 
istrative difficulties, and that its enactment will have a wholesome 
influence on our export trade in apples and pears. 


The SPEAKER. Is there objection? 
There was no objection. 
The Clerk read as follows: 


Be it enacted, etc., That it shall be unlawful for any person to 
ship or offer for shipment or for any common carrier to transport 
or receive for transportation to any foreign destination, except as 
provided in this act, any apples and/or pears in closed packages 
which are not accompanied by a certificate issued under authority 
of the Secretary of Agriculture showing that such apples or pears 
meet the requirements of that one of such United States grades 
as have been or may be established by the Secretary or State 
grades which may be designated by the Secretary as specifying the 
minimum quality of such fruits which may be shipped in export. 
The Secretary is authorized to prescribe, by regulations, the re- 
quirements, other than those of grade, which the fruit must meet 
before certificates are issued. No clearance shall be given to any 
vessel having on board any apples or pears which are not covered 
by a certificate complying with the provisions of this act. 

Sec. 2. The Secretary shall give reasonable notice through one or 
more trade papers of the effective date of standards of export 
established or designated by him under this act: Provided, That 
any apples or pears may be certified and shipped for export in ful- 
fillment of any contract made within 6 months prior to the date 
of such shipment if the terms of such contract were in accordance 
with the grades and regulations of the Secretary in effect at the 
time the contract was made. 

Sec. 3. Where the government of the country to which the ship- 
ment is to be made has standards or requirements as to condition 
of apples or pears the Secretary may in addition to inspection and 
certification for compliance with the standards established or 
designated hereunder inspect and certify for determination as to 
compliance with the standards or requirements of such foreign 
government and may provide for special certificates in such cases. 

Src. 4. Apples or pears shipped in less than carload lots, as de- 
fined by the Secretary, may be shipped to countries in the West- 
ern Hemisphere without complying with the provisions of this 
act. 
Src. 5. For inspecting and certifying the grade, quality, and/or 
condition of apples and/or pears the Secretary shall cause to be 
collected a reasonable fee which shall as nearly as may be cover 
the cost of the service rendered: Provided, That when cooperative 
arrangements satisfactory to the Secretary, or his designated rep- 
resentative, for carrying out the purposes of this act cannot be 
made the fees collected hereunder in such cases shall be available 
until expended to defray.the cost of the service rendered, and in 
such cases the limitations on the amounts expended for the pur- 
chase and maintenance of motor-propelled passenger-carrying ve- 
hicles shall not be applicable: Provided further, That certificates 
issued by the authorized agents of the United States Department 
of Agriculture shall be received in all courts of the United States 
as prima facie evidence of the truth of the statements therein 
contained. 

Sec. 6. After opportunity for hearing the Secretary is authorized 
to refuse the issuance of certificates under this act for periods 
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not exceeding 90 days to any person who ships or offers for ship- 
ment any apples and/or pears in foreign commerce in violation of 
any of the provisions of this act. Any person or any common car- 
rier or any transportation agency violating any of the provisions 
of this act shall be fined not less than $100 nor more than $10,000 
by a court of competent jurisdiction. 

Src. 7. The Secretary may make such rules, regulations, and 
orders as may be necessary to carry out the provisions of this 
act, and may cooperate with any department or agency of the 
Government, any State, Territory, District, or possession, or de- 
partment, agency, or political subdivision thereof, or any person, 
whether operating in one or more jurisdictions; and shall have 
the. power to appoint, remove, and fix the compensation of such 
officers and employees not in conflict with existing law, and make 
such expenditures for rent outside the District of Columbia, print- 
ing, binding, telegrams, telephones, law books, books of reference, 
publications, furniture, stationery, office equipment, travel, and 
other supplies and expenses including reporting services, as shall 
be n to the administration of this act in the District of 
Columbia and elsewhere, and as may be appropriated for by Con- 
gress; and there is hereby authorized to be appropriated, out of 
any money in the Treasury not otherwise appropriated, such sums 
as may be necessary for such purpose. This act shall not abro- 
gate nor nullify any other statute, whether State or Federal, 
dealing with the same subjects as this act; but it is intended 
that all such statutes shall remain in full force and effect except 
insofar as they are inconsistent herewith or repugnant hereto. 

Src. 8. If any provision of this act or the application thereof 
to any person or circumstances is held invalid, the validity of 
the remainder of the act and of the application of such provision 
to other persons and circumstances shall not be affected thereby. 

Sec. 9. That when used in this act 

(1) The term “person” includes individuals, partnerships, cor- 
Pporations, and associations. 

(2) The term “Secretary of Agriculture” means the Secretary 
of Agriculture of the United States. 

(3) Except as provided herein, the term “foreign commerce 
means commerce between any State, or the District of Columbia, 
and any place outside of the United States or its possessions. 


With the following committee amendments: 

Page 1, line 6, strike out the word “closed” before the word 
“ packages.” 

Page 2, line 3, after the first three words “apples or pears”, 
strike out the balance of line 3, all of lines 4, 5, 6, and through 
the word “export” in line 7 and substitute the following: “are 
of a Federal or State grade which meets the minimum of quality 
established by the Secretary for shipment in export.” 

Page 2, line 12, after the word “issued”, insert the following 
new sentence: “The shall provide opportunity, by 
public hearing or otherwise, for interested persons to examine 
and make recommendation with respect to any standard of export 
proposed to be established or designated, or regulation prescribed, 
by the Secretary for the purpose of this act.” 

Page 3, lines 13 to 16, strike out section 4 and substitute the 


following: 

“Apples or pears in less than carload lots as defined by the 
Secretary may, in his discretion, be shipped to any foreign country 
without complying with the provisions of this act.” 

Page 4, line 17, after the word “agency”, insert the word 


“ knowingly.” 
Page 5, line 12, after the word “Congress”, strike out the 


in line 12, all of lines 13 and 14, and the word “ purpose” 
ne à; 

Page 6, line 10, insert a new paragraph, as follows: 

“(4) The term ‘apples and/or pears’ means fresh whole apples 
or pears whether or not they have been in storage.” 

The committee amendments were agreed to. 

The bill, as amended, was ordered to be engrossed and 
read a third time, was read the third time, and passed. A 
motion to reconsider was laid on the table. 

THE PRICE OF CEMENT 

Mr. WALTER. Mr. Speaker, I ask permission to address 
the House for 1 minute. 

The SPEAKER. Is there objection to the request of the 
gentleman from Pennsylvania? 

There was no objection, 

Mr. WALTER. Mr. Speaker, within recent weeks there 
has occurred a renewed discussion of cement prices, which 
appears to have had its inception in a request made by the 
Secretary of the Interior that the Federal Trade Commis- 
sion investigate cement bids for Illinois highway work. 

In some quarters these discussions have led to the criti- 
cism that present cement prices are unduly high. It is to 
this criticism that I wish to address myself; first, on the 
ground that I believe such criticism unjust and uncalled 
for, and second, because I have the honor to represent a 
district in eastern Pennsylvania in which cement is one of 
the chief articles of production. 
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In eastern Pennsylvania alone the cement industry repre- 
sents a capital investment of more than $120,000,000. In 
normal times it produced more than 40,000,000 barrels of 
cement, employed about 10,000 wage earners, purchased an- 
nually more than $40,000,000 in materials, and paid out 
approximately $16,000,000 in salaries and wages. 

There is no necessity for me to recite the situation of 
cement workers and manufacturers in eastern Pennsylvania 
at present, except to say that they have felt the depression 
as severely as any class in the country. 

I am cognizant of the difficulties against which these 
companies have been struggling for several years, not only 
against the depression but because of a disastrous 2-year 
price war which brought selling prices to the lowest point 
in more than 16 years. 

To make the conditions worse, the cement companies in 
eastern Pennsylvania, and, in fact, all companies on both 
coasts which ship into seaboard areas, have been harassed 
by foreign competition which has at times demoralized 
coastal markets, especially where the importer had the ad- 
vantage of depreciated currencies. 

The best answer to the criticism that the price of cement 
is unreasonable or even high enough to pay more than pro- 
duction costs lies in the fact that every cement company in 
the country which publishes figures showed heavy losses 
for the year 1932, the loss ranging up to $2,000,000 for a 
single company. 

It is precisely because of a comparison of present prices 
with those quoted at the height of the price war that the 
cement industry is under criticism today. In Illinois, for ex- 
ample, the price bid this year, including freight, averages 
$1.62. This may seem high in comparison with the $0.94 
paid last year, when the price war was at its height, but it 
is lower than the State paid for cement prior to the price 
war and lower in fact than the State paid for cement in any 
of the 14 years it has bought cement except for the years 
1931 and 1932, which were price-war years. 

Governor Horner, of Illinois, has published the following 
figures, which bear out this contention: 


PEA 11 including price-war years of 1931 and 1932 11 90 
Average, 1919-30, excluding price-war years 2.04 
Price bid 1933 1.62 

As to the reasonableness of present prices, I am reliably 
informed by cement manufacturers that present prices will 
not cover costs and that they will lose money at present 
levels. 

The meaning of these losses is clear to us all. They mean 
continued dearth of taxes to the Government, continued loss 
of dividends and interest, continued unemployment, con- 
tinued reductions in salaries and wages, and a continued 
postponement of prosperity. 

Another point upon which the cement industry has some- 
times come in for criticism is the fact that at certain times 
and places its prices are uniform. Certain of my friends 
in the cement industry have consulted: with me on this sub- 
ject of uniform prices and they believe, and I believe, that 
the time has arrived to place on the public records an ex- 
planation of price uniformity in the cement industry, which 
that industry insists is not only justified but necessary in 
the conduct of its business. 

The cement industry does not refer me to uniform price 
arguments in tobacco, in bread, in milk, in gasoline, or in 
many other basic industries, as a reason for its own selling 
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methods, even though these are entirely pertinent. The 
cement industry, on the other hand, is ready, even insistent, 
on standing on its own feet and in proving that uniformity 
of prices promotes competition rather than stifles it. 

When this very question was before the courts an eminent 
authority, Dr. Thomas S. Adams, professor of political eccn- 
omy at Yale University, stated: 

There is for all practical purposes a unanimity of opinion among 
economists that with a standardized commodity and conditions of 
effective competition there is the strongest tendency to uniform 
Prices. 

Later in this same case, in which uniformity and collusion 
in the making of prices were charged against the cement 
industry, the Supreme Court, in its decision upholding the 
industry, decreed in part: 

It is conceded that there is substantial uniformity of the price 
of cement. Variations of price of one manufacturer are usually 
followed by variations throughout the trade * * . The fact 
is that any changes in the quotations of dealers promptly be- 
come well known in the trade through reports of salesmen, 
agents, and dealers of various manufacturers. It appears to be 
undisputed that there were frequent changes in price, and uni- 
formity has resulted not from maintaining the price at fixed levels 
bus in the prompt meeting of changes in price by competing 

ers. 

The defendants (the cement industry) offered much evidence 
tending to show independence of judgment and action by large 
expenditures in competitive sales efforts and by variations in the 
volume of their production, shipments, earnings, and profits. 

A great volume of testimony was also given by distinguished 
economists in support of the thesis that in the case of a standard- 
ized product sold wholesale to fully informed professional buyers 
uniformity of price will inevitably result from active free and 
unrestrained competition and the Government in its brief (against 
the industry) concedes that “ undoubtedly the price of cement 
would approach uniformity in a normal market in the absence of 
all combinations between manufacturers.” 


Since that decision of the Supreme Court was rendered 
there has developed within the cement industry a distinct 
tendency to lean backward in its dealings with the public. 
For years it has adopted the precept “let the seller beware“ 
lest it again lay itself open to the charges of which it was 
held guiltless by the courts. In other words, its policy has 
been to avoid, at all costs, conflict with the Federal, State, 
and local Governments and the public; yet it is still faced 
with the necessity of adhering to uniform prices because of 
inflexible economic laws. 

Cement is a highly standardized commodity, both as to 
quality and process of manufacture. Price is the determin- 
ing factor. Most cement is sold to dealers and contractors 
who are necessarily professional buyers. Manufacturers’ 
prices come into comparison with each other on almost 
every construction job of importance. This makes for keen 
and fully informed competition, and the delivered prices 
are necessarily uniform on any particular job or offering. 

Such uniformity, however, is in the price quoted to the 
consumer at the time and not in the net return received 
by the manufacturers. Neither prices to consumers or net 
mill returns have been uniform at any one place over a 
period of years or in several places at the same time. 

Cement is a cheap, heavy commodity; and because of the 
high freight rate the delivered price is usually the mill price 
of the plant nearest the job, plus the cost of transportation 
from mill to job. A simple illustration of how prices are 
arrived at is as follows: 

A, B, and C are cement makers seeking business in Wash- 
ington. A has a 30-cent freight rate, B a 35-cent rate, and 
C a 40-cent rate. This gives A a 5-cent advantage over B 
and a 10-cent advantage over C. A figures he can sell at 
$1.50 a barrel at his mill, so adds the 30 cents freight and 
quotes cement at $1.80 a barrel Washington. Then if B and 
C wish to do business in Washington B must absorb a 5 
cents additional freight rate and C a 10-cent rate; that is, 
at his mill B will receive 5 cents less than A and C will re- 
ceive 10 cents less. If their costs are the same as A’s, their 
profits will necessarily be lower. Unless B and C can make 
the mill price sacrifices required by the market at Washing- 
ton they must permit A to monopolize that market. 

The cement industry asks only a chance to right itself in 
a rightful way. For years it has been buffeted; in 1926 the 
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Harding Department of Justice haled the industry before 
the courts, which culminated in a victory for its methods. 
Almost before it could readjust itself came the tariff bill, 
and again for 18 months the industry was uncertain as to 
whether Congress would decrease the steady flow of imports 
which were demoralizing its principal centers. 

On the day the Hawley-Smoot bill was signed, giving 
cement a duty, the Senate passed a resolution citing the 
cement industry before the Tariff Commission to justify the 
duty which had only that day been granted it. In this case 
the Commission, after months of study, decided that the 
duty fixed by Congress was a just one. 

In the meantime the Federal Trade Commission of its 
own volition had started an investigation on base prices in 
the cement industry—which comprised hundreds of pages 
with charts and graphs—and also went into uniform prices 
and kindred matters, and finally was printed. 

But before the report was off the press, another Senate 
resolution was adopted by the Senate calling upon the 
Federal Trade Commission to investigate all phases of the 
cement industry, and this investigation is now being con- 
ducted. All these proceedings are a disturbance of the 
normal functions with which an industry naturally con- 
cerns itself; and the cement industry for one is ready to 
cry “enough” to Federal persecution and to ask for 4 
measure of governmental assistance, or at least to be per- 
mitted to conduct its business without further badgering. 


MESSAGE FROM THE PRESIDENT 


A message in writing from the President of the United 
States was communicated to the House by Mr. Latta, one of 
his secretaries. 

NATIONAL INDUSTRIAL RECOVERY 

Mr. POU. Mr. Speaker, I call up House Resolution 160 
and ask its immediate consideration. 

The Clerk read as follows: 

Resolved, That upon the adoption of this resolution it shall be 
in order to move that the House resolve itself into the Committee 
of the Whole House on the state of the Union for the considera- 
tion of H.R. 5755, a bill to encourage national industrial recovery, 
to foster fair competition, and to provide for the construction of 
certain useful public works, and for other purposes, and all points 
of order against said bill are hereby waived. That after general 
debate, which shall be confined to the bill and shall continue not 
to exceed 6 hours, to be equally divided and controlled by 88 
chairman and minority member of the Commi 
Ways and Means, the bill shall be considered as having been read 
for amendment. No amendment shall be in order to said bill ex- 
cept amendments offered by direction of the Committee on Ways 
and Means, and said amendments shall be in order, any rule of the 
House to the contrary notwithstanding. Amendments offered by 
direction of the Committee on Ways and Means may be offered to 
any section of the bill at the conclusion of the general debate, 
but said amendments shall not be subject to amendment. At me 
conclusion of the consideration of the bill for amendment the 

Committee shall rise and report the bill to the House with such 
amendments as may have been adopted, and the previous question 
shall be considered as ordered on the bill and amendments thereto 
to final passage without intervening motion except one motion to 
recommit. 


Mr. POU. Mr. Speaker, I yield to the gentleman from 
Sandan (Mr. RanstEey] one half hour, to be used as he 
may see fi 

Mr. 5 I yield myself 10 minutes. 

Mr. CARPENTER of Nebraska. Mr. Speaker, I make the 
point of order there is not a quorum present. 

The SPEAKER. The Chair will count. 

Mr. CARPENTER of Nebraska. Mr. Speaker, I withdraw 
the point of order. 

Mr. POU. Mr. Speaker, this rule provides for 6 hours of 
general debate. It cuts off all amendments to the bill except 
amendments offered by the Committee on Ways and Means. 
Likewise it provides for waiving of all points of order against 
this bill. 

It is a drastic rule. It is a closed rule. It is what I under- 
stand the President of the United States desires. 

The bill which is brought before the House by the rule 
now being considered is the very capstone of the column 
which constitutes the program of recovery set up by the 
President of the United States. This session of Congress is 
a special session called by him for the purpose of presenting 
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to the Congress a program of recovery, and this is the most 
important measure in that program of recovery. 

Mr. Speaker, if this bill is opened to amendment, the Lord 
only knows what will happen; I do not. But I do know the 
bill represents a program of economic recovery and re- 
employment carefully worked out. If left open to amend- 
ment, the purpose of the President might be thwarted. 
Friends of the administration in charge of this measure do 
not wish the bill imperiled. 

Mr. GLOVER. Mr. Speaker, will the gentleman yield? 

Mr, POU. I wish the gentleman would let me complete 
my statement. 

Mr. GLOVER. I merely wish to ask if the gentleman will 
tell us the nature of the amendments which will be proposed 
by the committee. 

Mr. POU. The committee will do that. 

So, Mr. Speaker, it amounts to this: Those gentlemen 
who sincerely desire to follow the President of the United 
States in his effort to bring this Nation out of the bottom- 
less pit of hell in which we found ourselves will support this 
rule. It is up to you, whether you take it or leave it. That 
is all there is to it. I make no apology for it. [Applause.] 

It is very true that under this bill—and I shall not attempt 
to discuss its merits—the President of the United States is 
made a dictator over industry for the time being, but it is a 
benign dictatorship; it is a dictatorship dedicated to the 
welfare of all the American people. 

The President of the United States will light up no fires 
of hate. He would make no schisms; he would inspire no 
conflicts. Under the providence of God, this man is pur- 
suing the humble pathway of service to all the American 
people. [Applause.] And if you are afraid to trust him in 
the administration of this bill, you will probably vote against 
the bill and against the rule; but for my part, I am proud 
to trust him and proud to follow him. [Applause.] 

When I remember the condition of the country less than 
3 months back, and when I observe the conditions which 
already exist, I am actually afraid not to go down the line 
to the end of the row and help this man in the White House 
carry out his complete program of recovery. [Applause.] 
At this moment he is not only the leader in the effort to 
bring about recovery in this Nation but he is the leader of 
the world. [Applause.] He is bringing back prosperity at 
home, and already he is the leader in a world-wide move- 
ment for world peace. 

As I stand here I thank Almighty God that in the change 
and political revolution through which we have passed such 
a man has been placed in the chair of the Presidency of the 
United States. 

I follow him gladly in his efforts by voting to put through 
this great measure which will put millions of people to work, 
which will do away with the obstacles in the way of economic 
recovery, and will complete the program of this man, every 
drop of whose blood is dedicated to the great, noble, un- 
selfish task of serving all the American people. [Applause.] 

Mr. Speaker, I reserve the balance of my time. 

Mr. RANSLEY. Mr. Speaker, I yield myself 5 minutes. 

foe SPEAKER. The gentleman is recognized for 5 min- 
utes. 

Mr. RANSLEY. Mr. Speaker, this is another closed rule. 
No amendment can be offered unless it is offered by the 
committee having the bill in charge. 

To my mind the bill should have been divided into three 
separate bills under the headings of industrial, building, and 
tax. Title I of the bill, under the industrial recovery clause, 
has nothing whatever to do with the balance of the bill. It 
Russianizes the business of America. It makes orders from 
Washington final as to your business. There is no appeal, 
not even to the courts. It imposes penalties for disobedience 
of orders that will emanate from Washington. And still we 
call this the land of the free! 

The building portion of the bill calls for the expenditure 
of $3,300,000,000, which will place an additional tax on the 
taxpayers of your country. It is unjust, and when one 
thinks in terms of economy it is to laugh in derision at such 
a term. The bill increases the normal income-tax rate to 
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6 percent on the first $4,000 and 10 percent on higher 
incomes. It increases the tax on gasoline and places a 
double tax on stock dividends. The numerous excise taxes 
are to be continued to July 1, 1935. 

I believe the bill to be unconstitutional, but will leave that 
argument to one versed in the law. 

I sincerely hope the Membership of this House will vote 
against the passage of the rule. [Applause.] 

Mr. Speaker, I reserve the balance of my time. 

Mr. POU. Mr. Speaker, I yield 10 minutes to the gentle- 
man from Indiana [Mr. GREENWOOD]. 

Mr. GREENWOOD. Mr. Speaker, this is one of the series 
of rules that has been proposed for legislation that orig- 
inates with the administration in these particularly critical 
times. As a member of the Rules Committee I am per- 
fectly willing to acknowledge that the procedure that is 
used in passing these emergency measures in these critical 
times is not the ordinary procedure of this House or the 
procedure that would be desired by most of the men on my 
side of the aisle; but I cannot believe that the United 
States as a nation was ever confronted with as critical a 
situation, calling for action, and immediate action, with 
reference to our economic relief in taking care of un- 
employment and in taking care of the many problems that 
have confronted the Congress such as the one we have to- 
day. So these unusual rules are offered for the purpose of 
taking care of unusual situations. 

The people of America on the 4th day of March looked to 
the new leadership for action, and for immediate action, 
and for one, I am trying to follow this leadership and to 
get action in these days of emergency as soon as possible. 

We are not living under any dictatorship. There never 
was a President of the United States who was more willing 
to cooperate and confer with the Congress than the man 
who now sits in the White House. He does not assume to 
himself any powers of dictatorship that he is not willing 
to surrender at the earliest moment, and the Congress at 
any time can take back any unusual powers given to the 
President to take care of the emergency that now exists. 

Mr. BROWN of Kentucky. Will the gentleman yield? 

Mr. GREENWOOD. I would rather finish my statement 
at this time. The gentleman can get time later. 

The Rules Committee is endeavoring to support their 
major legislative committees in these times. We are sup- 
porting the Banking and Currency Committee, the Ways 
and Means Committee, and any of the other committees 
bringing out these emergency. measures in order to give 
them an opportunity to pass these measures and pass them 
speedily and get action as soon as possible; and the House 
has supported these unusual rules each time one of them 
has been submitted on these unusual measures, and as long 
as a majority of this House sustain the Rules Committee 
with such majorities as they have on these unusual rules, 
we will take it to be the policy of the House to continue such 
rules with respect to this class of legislation. 

This is probably the most important bill that has come 
before this session of Congress or will come before it. Un- 
employment is the gravest problem and the greatest menace 
confronting our Nation today. I can conceive of no situa- 
tion that is more critical than to have as large a proportion 
of our people unemployed as we have now in America. 
Nothing but war could be more critical, and there are even 
phases of our unemployment that destroy the morale of our 
people and bring us to a lower level even than warfare. So 
it is to solve this situation that a public-works measure, a 
bill to take care of the unemployed, is brought out under 
this particular kind of rule. 

My colleague the gentleman from Pennsylvania [Mr. 
RaNnsLEY] spoke of this measure as one that has three dis- 
tinct proposals. I cannot reach the conclusion that the 
gentleman does that these proposals are not coordinated in 
this one measure. 

The second title provides for public works. Nothing is 
needed more in America than an opportunity to be employed, 
and the Government must lead the States and municipalities 
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and the private corporations and lend every assistance to 
put every man and woman in employment in the next few 
months in order to save the industrial and economic situa- 
tion of America. So title II provides for various projects. 

Title II takes care of the taxation feature. We cannot 
expend a sum of $3,300,000,000, in the present situation of 
our Treasury, without making provision for additional taxes, 
and we could sit here for 3 weeks and discuss the most 
painless and the best methods of taxation and no two of us 
would probably reach the same conclusion. 

The bill contains a specific allocation of $400,000,000 for 
highway construction. It has been the effort of both the 
States and the Federal Government that at least a portion 
of the money spent for highways shall be raised by gasoline 
taxes. This would be sufficient reason for putting this item 
in the bill. 

Cash dividends of domestic corporations are also to be 
taxed. I have always been one who believed that this class 
of earnings should be taxed the same as other income is 
taxed. 

Mr. ARNOLD. Will the gentleman yield? 

Mr. GREENWOOD. I would rather finish my statement 
at this time. 

So I believe it is just to tax the cash dividends of domestic 
corporations because it makes a new basis of earning power 
for those who receive them, and these same corporations 
that many times have cut large melons have not laid aside 
any reserve whatever to take care of unemployment and 
labor when times of distress arrive. The inventions with 
respect to machinery have been capitalized and have dis- 
placed man power and increased the earning power of cor- 
porations, and yet labor has not shared in any of the ad- 
vantages of the increased earning power as a result of inven- 
tions of machinery; and when a depression like this comes, 
the first to suffer are the wage earners with no reserves set 
up to hold them on the pay rolls. I believe in creating such 
reserves and in imposing taxation on earnings of whatever 
character, whether paid in cash or paid as cash dividends. 

Mr. MAY. Will the gentleman yield? 

Mr. GREENWOOD. I should like to finish my statement, 
if the gentleman please. The gentleman can get his own 
time to answer these arguments. 

As to title I, which is to take care of the industrial situa- 
tion with codes of ethics for various industries, is one that 
is fair. I know of several industries where there has been 
a uniform agreement as to wages and working conditions, 
but one or two rebellious companies have destroyed just 
compensation in that field because they would not conform 
to a fair code of ethics. 

I know the coal industry and the limestone industry in my 
district. Three or four companies persist in unfair practices 
and in not paying the prevailing wage. We are living in a 
new day. I know you can go back, and from the standpoint 
of constitutionality and individualism, say that this is revolu- 
tionary, but I say to you that the new day is going to be 
different from the old day. We may as well make up our 
minds that we are going through a transition period that 
will give the laboring man a ‘air opportunity to be sure of 
his security if unemployment arises in times of distress; 
that earnings will be distributed upon a basis of fairness 
between capital and labor. 

I am willing that the Supreme Court should say whether 
the regulations of industry and individuals in these particu- 
lars of trade practices are constitutional. 

{Here the gavel fell.] 

Mr. POU. Mr. Speaker, I ask unanimous consent that the 
time on the rule be extended 20 minutes, one half to be con- 
trolled by myself and one half by the gentleman from 
Pennsylvania. This is satisfactory to the gentleman from 
Pennsylvania. 

The SPEAKER pro tempore (Mr. Cutten). Is there ob- 
jection to the request of the gentleman from North Carolina? 

There was no objection. 

Mr. RANSLEY. Mr. Speaker, I yield 7 minutes to the 
gentleman from Massachusetts [Mr. MARTIN]. 
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Mr. MARTIN of Massachusetts. Mr. Speaker, no one can 
be more sympathetic with the purpose of this legislation 
than I. My sole regret is that the leadership of the House 
should bring this legislation to us in such a form we cannot 
eliminate some of the evils, because I think every Member of 
the House is anxious to contribute his full share toward 
business recovery. 

Coming as I do from one of the greatest and most varied 
industrial districts of the country, I am in complete sym- 
pathy with the movement for uniformity of labor laws; with 
conditions which mean higher wages and better living con- 
ditions. I want to eliminate cutthroat competition and see 
legitimate business have an opportunity to thrive in this 
country; because if it does thrive, it will be able to im- 
proye conditions and solve this depression. I regret this bill 
is not more specific, that it does not give us more details as 
to operation. 

There is nothing definite as to what will be done. We are 
expected to take it all in good faith. In other words, we 
are asked to sail an unknown sea, without chart or compass, 
and without knowledge of the navigator who is to steer us. 

The Chairman of the Rules Committee said we must ac- 
cept the legislation in good faith. I have faith in the Presi- 
dent of the United States, and I have demonstrated that in 
the past. My faith, however, is not so great today as it was 
several weeks ago, when I look at the way the economy bill 
is being administered. No Member of Congress ever dreamed 
regulations would be drafted which would cut a disabled 
veteran who suffered in the World War. No one that I know 
of wanted to cut a soldier injured in battle, or who suffered 
disability because of service for his country. No one ex- 
pected a Spanish War veteran, 35 years after the war, to try 
to prove war-service disability. I hope for an early revision 
of these unfair regulations. 

I question whether the best interests of the country war- 
rant this huge expenditure for public works. We can never 
spend the country into prosperity. If we are excessive in 
this type of expenditure, we are likely to find the heavy 
burden placed on those forced to pay the bills will retard 
business fully as much as it stimulates it. 

The veteran has had his pension cut. The never-over- 
paid Government employee has been forced to lower his 
standard of living. With this as the background, should we 
now spend hundreds of millions of dollars for questionable 
projects, some of which will demand constant maintenance 
charges and will add to the regular expenditures of the 
Government? I grant the need of some program, but I ques- 
tion the wisdom of one of this magnitude. 

I doubt very much, because of the fact that cities and 
towns will be forced to contribute, whether they can obtain 
the relief necessary because of their heavy welfare demands. 

I am impressed with one outstanding thought when I 
observe who is to contribute the revenue to pay for this 
public-works program. Neither courage nor statesmanship 
are revealed here. If this is part of the new deal, it certainly 
is not a square deal. There is no extension of the tax 
burden. You just take the same group of small industries, 
manufacturers who are too few in number and too small 
in wealth to maintain a lobby; industries now groggy and on 
the verge of bankruptcy. You say to them, “We cannot 
place a sales tax on the big fellow; he will not stand for it. 
But we are going to put a tax of 5 and 10 percent on you 
and call it an excise tax.” We impose increased taxes on 
the income-tax payer of the smaller brackets, many of whom 
are struggling desperately to retain homes bought when more 
favorable conditions existed in the country. Then there is 
another tax on gasoline, although that commodity bends 
heavily in carrying the burdens of State and Nation. I ask 
you seriously whether it would not be wise to stop and 
deliberate whether we should take up this legislation under 
a closed rule. Every one of you realizes the bill needs 
amendments, and the only way you can get them is to vote 
down this gag rule and give the Membership of the House 
an opportunity to adopt perfecting amendments. If you 
consider the bill under the amendment rule, I am sure 
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we will give the country a much better bill than the one 
before us. 

At least, we will give them a bill which represents the 
views of 435 congressional districts and not the ideas of a 
select few. As one who wants to see business recovery, as one 
who is in hearty sympathy with the administration in its 
efforts to bring the country back where it belongs, I ask you 
to vote down this rule and proceed in an orderly way to 
amend the bill. [Applause.] 

Mr. POU. Mr. Speaker, I yield 5 minutes to the gentle- 
man from Tennessee [Mr. Cooper]. 

Mr. COOPER of Tennessee. Mr. Speaker, it had not been 
my purpose to make any statement during the considera- 
tion of the rule which makes in order the consideration of 
this measure. Yet I feel it is fair that some member of 
the Committee on Ways and Means should give the Member- 
ship of the House the benefit of some information touching 
upon certain amendments which have been considered by 
the committee and upon which favorable action has been 
taken since the bill was reported by the committee. It is 
for the purpose of conveying that information that I rise 
at this time and ask your indulgence. As we all know, 
the Committee on Ways and Means was pressed for time 
in the consideration of this important measure. There are 
some 20 pages of the bill and it has many complicated sec- 
tions and provisions. When the bill was originally intro- 
duced the tax section was not included. After the com- 
mittee had considered the bill and acted upon various sec- 
tions and provisions of it, then the tax section was incor- 
porated and is a part of the new bill which is introduced, 
and will now be before the House for consideration. It was 
about 10 o’clock at night when we finished consideration of 
the tax section of the bill. It was thought then that cer- 
tain other amendments would have to be worked and agreed 
upon. The bill provides for certain definite and specific 
taxes to finance this particular measure and the work that 
is contemplated under the public-works section, or title II 
of the bill. In addition the excise taxes now in existence 
are continued for a period of 1 year. That is for the very 
obvious purpose of making the tax base upon which this 
structure may rest not only safe and secure but as certain 
as possible, because we have to issue and sell $3,300,000,000 
worth of bonds to finance the public-works section of the 
bill. 

I want now to briefly touch upon the amendments agreed 
upon in the Ways and Means Committee. 

Mr. BROWN of Kentucky. Mr. Speaker, will the gentle- 
man yield? 

Mr. COOPER of Tennessee. Briefly. 

Mr. BROWN of Kentucky. I want to know why the com- 
mittee raised the income taxes up to incomes of $10,000 and 
did not raise them on incomes above that. 

Mr. COOPER of Tennessee. I think, if the gentleman will 
carefully consider the report accompanying the bill, he will 
get ample information on that point. He will observe that 
the increase in normal rates affects all incomes. 

Mr. BROWN of Kentucky. I get information but no 
reason. 

Mr. COOPER of Tennessee. I hope the gentleman will 
permit me now to touch on these amendments that were 
agreed on this morning. First, the committee has agreed 
and will offer an amendment providing that losses in income- 
tax returns cannot be extended over a year, as is now the 
case, and over a period of 2 years, as was the case before 
the last revenue measure. In other words, the credit for 
losses to be taken on a return must be taken for the year 
covering the return in which the loss was sustained. A sub- 
committee is now at work on appropriate language to accom- 
plish that purpose, and that amendment will be offered by 
the committee. 

In addition to that, the committee has agreed upon an 
amendment which will be offered, carrying out the express 
will of the House a short time ago with reference to the tax 
on electrical energy. The same provision will be incorpo- 
rated in this bill by this committee amendment which was 


1933 


adopted by the House when the revenue measure was under 
consideration a short time ago, which means that the tax 
will be levied on the producer instead of the consumer. 

Mr. WHITTINGTON. In other words, the committee 
amendment will require that the tax on electrical energy for 
domestic and commercial consumption shall be paid by the 
producer and not the consumer? i 

Mr. COOPER of Tennessee. It is substantially the 
amendment that was offered by the gentleman and adopted 
by the House. 

The SPEAKER. The time of the gentleman from Ten- 
nessee has expired. 

Mr. POU. I yield the gentleman 1 additional minute. 

Mr. COOPER of Tennessee. In addition to that, I want 
to call attention to the fact that another change was made 
by committee amendment adopted this morning, which will 
be offered, restoring the provisions of the original bill on 
the question of the allocation of funds for road construc- 
tion purposes, That is, instead of following the present 
provisions of the law with reference to an equal one third 
apportionment on the basis of population, area, and mile- 
age, the provision contained in the original bill will be re- 
stored, to apportion among the several States, three fourths 
in accordance with the provisions of section 21 of the Fed- 
eral Highway Act, approved November 9, 1921, as amended 
and supplemented, and one fourth in the ratio which the 
population of each State bears to the total population of 
the United States, according to the latest decennial census. 
CApplause.] 

The SPEAKER. The time of the gentleman from Ten- 
nessee [Mr. Cooper] has again expired. 

Mr. RANSLEY. Mr. Speaker, I yield 15 minutes to the 
gentleman from Michigan [Mr. MAPES]. 

Mr. MAPES. Mr. Speaker, I had hoped the day for closed 
rules was over as far as this Congress is concerned. We 
have considered this week under open rules the banking and 
currency bill and the insurance bill which was passed yes- 
terday. Those bills were read under the 5-minute rule; 
everybody was given an opportunity to offer amendments at 
the end of each section and to express himself on his 
amendment as he saw fit. It seemed to me we got along 
all right under these rules. We proceeded as a legislative 
body should; but here today again we are confronted with 
a closed rule on perhaps the most important piece of legis- 
lation that ever came before the American Congress. It 
contains three unrelated, separate, and distinct legislative 
propositions of far-reaching importance, and this House, 
under the rule which we are now considering, if it is adopted, 
will not have an opportunity to express itself separately 
upon any one of the great questions of policy involved. 

The distinguished gentleman from North Carolina [Mr. 
Poul, the honored Chairman of the Rules Committee, quite 
frankly said he made no apology for the rule. I could 
not help but notice that he attempted no defense of 
it either, except to say it was an administration measure 
and the administration wanted it passed. The gentleman 
from North Carolina also said, and I use his exact language 
that this legislation makes the President of the United States a 
dictator over industry for the time being. 

That is a very accurate and fair statement. This legisla- 
tion, to repeat the language of the gentleman from North 
Carolina, makes the President of the United States a dic- 
tator over industry for the time being, provides for a con- 
struction program that involves the expenditure of $3,300,- 
000,000, and adds an annual tax burden of $220,000,000 to 
the carrying charges of the public debt. The House is asked 
to pass all those three propositions under a rule which 
permits of no amendment and which requires the House 
to vote upon all three of them together. If this rule is 


passed, we must vote them up or down together, without 
any opportunity to express our judgment on any one of 
them separately. I say that no legislation of this impor- 
tance can be decently whipped into shape in the short time 
which has elapsed between the time when this bill was sent 
here by the President, together with his message, and today, 
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and certainly there has been no sufficient time to enable the 
House to get the reaction of the country in regard to it. 
I have looked in vain for some Member of the majority to 
resent that part of the President’s message which said to 
this House in substance: “ You must bring in a tax measure 
here by the first of this week or within 3 or 4 days from 
the time the message was delivered, or I will send up a tax 
measure of my own.” 

Has it come to pass that the House of Representatives 
and the Congress of the United States must jump at the 
crack of the whip by the President? Must the House of 
Representatives not only pass the legislation recommended 
by the President without the crossing of a “t” or the dot- 
ting of an “i”, but must it do so on the exact minute he 
Suggests as well? The House owes it to itself to take time 
to consider and digest legislation of this importance and to 
know what is proposed to be accomplished by it better than 
any Member of the House knows what is to be accomplished 
by this legislation before passing upon it. 

As one who voted against the so-called “ economy legisla- 
tion“, which was passed early in the session, I have been 
amused during the last few days to see Members rise on 
this floor and apologize for their vote on that legislation. 
They say now that they did not know what was in the leg- 
islation, that they did not know that those responsible for 
it intended to go so far as they have gone. They did not 
know that those who were to administer it were going to be 
as ruthless in the administration of it as they have been. 
That is the objection to clothing people with blanket author- 
ity. The law should determine the right and duties of 
people. I say to you now you do not know how this legisla- 
tion is going to be carried out any more than you knew 
how that legislation was going to be carried out. It is 
quite probable that those who will be affected by this 
legislation will in a few months be just as bitter toward 
it as those are now who have been affected by the passage 
of the economy legislation. 

Mr. BYRNS. Will the gentleman yield? 

Mr. MAPES. I yield. 

Mr. BYRNS. I was just thinking it would have been 
very interesting if the gentleman had made the same kind 
of speech he is now making against a rule of this kind when 
the Hawley-Smoot tariff bill was pending before the House 
and considered by his party under exactly the same rule 
that is proposed here. The gentleman gave that rule his 
hearty support. 

Mr. MAPES. We have gone over that question so many 
times during this session of Congress that I do not want to 
take up time this morning in discussing it. [Laughter.] 
I supposed it had been admitted on all sides that as a 
practical matter, tariff legislation, which contains so many 
items, must be passed under some such rule, but in no case 
that I now remember did any Republican Administration 
ever propose to consider legislative proposals of this im- 
portance under a closed rule. 

What does this bill do? Title I makes the President, as 
the distinguished gentleman from North Carolina has said, 
a dictator over industry. Title IT authorizes a construc- 
tion program amounting in the aggregate to $3,300,000,000, 
and adds $220,000,000 per year to the tax burden of the 
people of the United States at a time when they are already 
overburdened with taxes. 

Insofar as it goes the bill breaks down, and is another 
blow at the Civil Service. 

It seems to me there is a studied purpose in this Con- 
gress to tear down the Civil Service laws and regulations. 
This legislation, among other things, authorizes the Presi- 
dent to appoint any officers and employees he sees fit to ap- 
point, to fix their compensation as he sees fit, and to prescribe 
their powers and duties and length of office as he sees fit 
without regard to the Civil Service. The Members of the 
House received a letter this morning from the president 
and the secretary of the National Federation of Federal Em- 
ployees protesting against and pointing out the hardship 
of this feature of the bill at a time when so many 
Civil Service employees are losing their jobs. 


4192 


- Do you gentlemen who yesterday attempted to limit the 
salary of executive officers of insurance companies to $17,500 
per year know that this bill authorizes the Administrator of 
Public Works, once he has been appointed by the President, 
to spend $3,300,000,000 in any way he sees fit, to employ 
any employees he sees fit, and to pay them any salary he 
sees fit? 

Mr. O’MALLEY. Mr. Speaker, will the gentleman yield? 

Mr. MAPES. I yield. 

Mr. O'MALLEY. The bill that was passed yesterday was 
passed by the gentleman’s side of the House. 

Mr. MAPES. Not by my vote. I voted against it, and the 
Republicans, with scarcely one third of the Membership of 
the House, can hardly be charged with the responsibility for 
its passage. But that is a matter that is past. I am calling 
attention now to what is sought to be done today by this 
rule. If this rule is passed no opportunity will be afforded 
to offer any amendment to fix or limit the compensation at 
all of any officer or employee appointed by the Administrator 
of Public Works. The sky will be the limit. He will have 
$3,300,000,000 to use as he sees fit, limited only by the con- 
struction program outlined in general terms in the bill. 

Mr. BROWN of Michigan. Mr. Speaker, will the gentle- 
man yield? 

Mr. MAPES. I yield to my colleague and friend from 
Michigan. 

Mr. BROWN of Michigan. The gentleman is a member of 
the Rules Committee, I understand. 

Mr. MAPES. I am, but I voted against this resolution. 

Mr. BROWN of Michigan. As I understand, the Presi- 
dent’s message asked the adoption of a public-works pro- 
gram, but stated that he desired to leave to the House of 
Representatives the matter of the form of taxation. Could 
not a rule be adopted by which the first two titles of the bill 
could be brought to the House under a closed, or gag, rule, 
and the third portion of the bill, relating to taxation, be 
left to the House of Representatives? 

Mr. MAPES. Certainly it could. I hope the genticman 
will join in voting down the previous question on this rule, 
and then some such amendment to the rule as he suggests 
can be adopted or, better still, an amendment could be 
adopted to consider the legislation under the general rules 
of the House, which would permit the reading of the entire 
bill section by section and the offering of amendments at 
the end of each section. 

Mr. O'CONNOR. Mr. Speaker, will the gentleman yield? 

Mr. MAPES. I yield. 

Mr. O’CONNOR. In the gentleman’s long experience in 
this House, did he ever see the Republican side of the House 
bring in such a rule as he now suggests? 

Mr. MAPES. No; because Republican rules have been 
open rules, which provided for the consideration of legisla- 
tion under the general rules of the House and for reading 
of the entire bill under the 5-minute rule, which gives Mem- 
bers a right to offer amendments at the end of every section. 

Mr. Speaker, I asked the legislative reference department 
to get me a copy of the legislation making Hitler the dictator 
in Germany. That legislation has some similarity to this. 

I have a photostatic copy of what I think is the act. It is 
as follows: 

{From Financial Chronicle, Mar. 25, 1933] 


From the Berlin advices to the same paper we take as follows the 
text of the dictatorship act: 

TEXT OF DICTATORSHIP ACT 

“The text of the enabling act by which the Hitler Cabinet be- 
comes a dictatorship follows: 

“ARTICLE I. Federal laws may be enacted by the Government 
{the Cabinet] outside of the procedure provided in the Constitu- 
tion, including article LXXXV, paragraph 2, providing that the 
budget must be adopted by legislative act, and article LXXXVII of 
the Constitution, providing for legislative action to authorize the 
Government to make loans and credits. 

“Arr. II. The laws decreed by the Government may deviate from 
the Constitution so far as they do not deal with the institutions 
of the Reichstag and the Federal Council as such. The preroga- 
tives of the President remain untouched. 

“Arr, III. The laws decreed by the Government are to be drafted 
by the Chancellor and announced in the Reichsgesetzblatt [the 
organ in which laws are published]. If not otherwise ordered, 
they shall become effective the day following the announcement. 
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Articles LXVIII to LXXVII of the Constitution, regulating the 
procedure of the announcement and publication of the laws, do 
not apply to laws decreed by the Government. 

“ArT. IV. For treaties of the Reich with foreign nations regard- 
ing matters of the Reich's legislative authority the consent of 
agree poai is 1 so long as this act is in force. 

e Government shall e decrees nec for the e 
these treaties. 3 N 

“Art. V. This law shall become effective on the day it is an- 
nounced. It shall remain in effect until April 1, 1937. It shall 
expire when the present Government is replaced by another one. 

“The German Cabinet of 11 members contains 3 Nazis: Chan- 
cellor Hitler, Dr. Wilhelm F. Frick, and Hermann Wilhelm Goering. 
The others are Nationalists and personal appointees of President 
von Hindenburg. The leaders of the majority element are Vice 
Chancellor von Papen and Dr. Alfred Hugenberg. The Cabinet 
includes Franz Seldte, leader of the Stahlhelm, the organization of 
war veterans, and Gen. Werner von Blomberg, the Minister of 
Defense, who has charge of the Reichswehr, the standing army. 

“The powers of the President include the right to appoint and 
dismiss the Chancellor.” 


That is the language of the act by which the German 
Parliament abdicated and made Hitler dictator over Ger- 
many. In doing so it reserved to itself the right to pass the 
laws authorizing “the Government to make loans and 
credits.” But this bill authorizes the Administrator of Pub- 
lic Works to spend 83,300, 000, 000 on public works as he sees 
fit. He is not confined in his expenditure of the money to 
public works entirely. The bill expressly provides that he 
may aid “in the financing of such railroad maintenance 
and equipment as may be approved by the Interstate Com- 
merce Commission as desirable for improvement of trans- 
portation facilities.” 

Mr. MAY. Mr. Speaker, will the gentleman yield? 

Mr. MAPES. I yield. 

Mr. MAY. Does the gentleman mean to say that under 
the provisions of this bill the President may adopt rules 
and regulations by which the administrator of the bill may 
expend this $3,300,000,000 on just such projects as he wishes 
and in just such manner as he wishes to expend it? 

Mr. MAPES. There is some limitation in the act, of 
course, on the projects; but it is almost unlimited. He can 
expend the money as he sees fit on the projects defined in 
the act. The President can even determine the national- 
defense policy of the United States. The bill provides “if 
in the opinion of the President it seems desirable” for “ the 
construction of naval vessels within the terms and/or limits 
established by the London Naval Treaty of 1930, and of air- 
craft required therefor and construction of such Army 
housing projects as the President may approve, and pro- 
vision of original equipment for the mechanization or mo- 
torization of such Army tactical units as he may designate.” 
Who ever heard of conferring such power on any one man? 
These are national policies which should be determined by 
Congress. 

Mr. MAY. Mr. Speaker, will the gentleman yield for a 
further question? 

Mr. MAPES. I yield. 

Mr. MAY. Under the rules and regulations that may be 
adopted by the President, and the operation of the act under 
this administrator, will it be possible for the administra- 
tion to discontinue the building of post offices and other 
public buildings throughout the country as authorized in 
previous legislation, if they desire to? : 

Mr. MAPES. Absolutely. Let me say to the gentleman 
from Kentucky that the public sentiment of the country last 
year condemned very severely the legislation which was pro- 
posed then that attempted to set up in detail the places 
where public buildings would be constructed and the amount 
involved was much less than it is here. I venture the asser- 
tion that if this bill attempted to say where this $3,300,- 
000,000 was to be expended that the country would rise up 
in revolt against its passage. The extravagance and waste 


of the proposition would then be apparent. 

Mr. O'CONNOR. Mr. Speaker, will the gentleman yield? 

Mr. MAPES. I yield. 

Mr. O'CONNOR. If I recall correctly, the gentleman was 
a Member of the House and voted that Congress surrender 
to Mr. Mellon, the Secretary of the Treasury, all power over 
the building program of the United States. Congress for 
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years has delegated to the Treasury Department all that 
power as to what particular buildings shall be built in the 
United States. 

Mr. MAPES. No; I think the gentleman is mistaken, or 
his statement at least is subject to qualifications. There is 
a departmental board on which are representatives of three 
departments of the Government, which pass upon the proj- 
ects under existing law, as I understand it, and there is a 
great difference between the paltry $50,000,000 or $60,000,000 
with which this board has to deal and the $3,300,000,000 
provided for in this bill. 

I realize that this is an inopportune time to consider leg- 
islation of this importance. No one can be quite sure that 
he is thinking straight on it. During the consideration of 
the securities legislation a few days ago, the gentleman from 
New York [Mr. Parker] said that it was an unfortunate time 
to be considering such legislation because so many people 
had been stung during the last few years in the purchase 
of securities. It is especially unfortunate to be considering 
legislation of this importance at this time, when industry is 
whipped and labor is out of employment. Neither one can 
think clearly on it. I read in my local paper yesterday that 
the manufacturers’ committee of the Association of Com- 
merce of Grand Rapids endorsed the industrial-control fea- 
ture of this legislation. I wonder if the members of that 
committee understand that this legislation authorizes the 
President, if he sees fit to exercise the power which it con- 
fers upon him, to require them to secure a license from the 
organization which he may set up under this legislation in 
order to continue in business, and if he finds that they have 
violated any code of fair competition, so called, or other 
regulations promulgated by him for the conduct of their 
business, that he may suspend or revoke their license to do 
business, and that his order suspending or revoking” any 
such license shall be final if in accordance with law. In 
other words, the President may determine whether anyone 
can start a business, the products of which go into inter- 
state commerce, and once started whether he can continue 
to do business. 

The bill also expressly provides that “the President may 
differentiate according to experience and skill of the em- 
ployees affected and according to the locality of employ- 
ment.” 

No one before was ever given such absolute control over 
industry in America. The power which the administrator 
of this legislation will have to reward his friends and pun- 
ish his enemies, will be unlimited and, if sustained by the 
courts, it will not only take away from management the 
right to run its own business to an extent undreamed of 
before, but it will also take away from the States whatever 
power they now have to regulate working conditions in all 
industry which affects interstate commerce. This legisla- 
tion spells Government interference with business with a 
vengeance. 

The bill in its present shape is neither satisfactory to 
industry nor to labor. I shall vote against the rule and if the 
Tule is adopted, so that the House is required to vote the 
legislation up or down as it stands, I shall vote against 
the bill. 

I think if we could have an opportunity to consider this 
legislation under the 5-minute rule and read it section by 
section for amendment, we could perfect and improve it very 
materially. 

Mr. VINSON of Kentucky. Will the gentleman yield? 

Mr. MAPES. I yield to the gentleman from Kentucky. 

Mr. VINSON of Kentucky. As I understand, the gentle- 
man does not approve of the delegation of power by the 
President to the Administrator in connection with the public- 
building program. Does not the gentleman well know—and 
I am sure he does, because he is a very, very capable and 
distinguished Member of this House—that under the pres- 
ent law the power over the building program is delegated to 
the Secretary of the Treasury and the Postmaster General, 
and they in turn delegate the power to select sites and to 
make an allocation of the money to a joint committee of 


CONGRESSIONAL RECORD—HOUSE 


4193 


subordinates known as “a joint committee of the Post Office 
and Treasury Departments.” 

Mr. MAPES. That is left to an interdepartmental board, 
and the board has to come before the Appropriations Com- 
mittee of Congress and set out in detail where it expects to 
spend the money. Here we are passing on all of this ap- 
propriation without any knowledge as to where or upon what 
projects the money is to be spent. 

Mr. VINSON of Kentucky. And their recommendations, 
I may say, are accepted or no public buildings are con- 
structed. ; 

[Here the gavel fell.] 

Mr. POU. Mr. Speaker, I yield 3 minutes to the gentle- 
man from Illinois [Mr. SABATH]. 

Mr. SABATH. Mr. Speaker, I hope that no Democrat will 
be misled by the insincere attacks upon this rule. Yester- 
day we brought in an open rule and gave the gentlemen on 
the other side a chance to support some of the amendments. 
What did they do? In every instance they voted against us, 
and all they are trying to do today is to mislead you, so as 
to make it difficult for us to pass this proposed legislation, 
which I consider the most important of any that we haye 
had before us at this or at any other session of Congress. 

If there be any objectionable features in this bill, they will 
only be temporary, whereas all the provisions for construc- 
tion work and for aiding the States and municipalities which 
are beneficial are of a permanent nature. Therefore, I feel 
it is our duty, if we desire to relieve conditions and create 
reemployment and to improve business and get the wheels of 
commerce turning again, to overlook at this time some of the 
minor, objectionable features and vote for the bill, because 
it is a real, constructive, helpful, and much-needed piece of 
legislation. 

Though I should like to see a tax on all transfers of stocks 
and on the short sales of stocks and commodities, an in- 
creased tax on incomes over $100,000, and an excess profit 
tax on corporations, this bill contains provisions that will 
actually provide for the immediate reemployment of hun- 
dreds of thousands of people. 

This bill also contains the fair competition provision, as 
well as the agreement and license provision, which I feel will 
be fairly administered, to the advantage of the laboring 
people and the business of the Nation. 

It takes over many of the functions of the Reconstruction 
Finance Corporation, decreasing its bonds by $1,200,000,000, 
actually reducing by that amount heretofore-authorized 
bonds issued, and I have the assurance of the members of 
the committee that they will offer the following amendment, 
which I am satisfied will be of great aid to finance deserving 
projects by States and municipalities, in compliance with 
the appeals to the mayors of the large cities of the United 
States, as expressed in their conference held in the city 
yesterday: 


On page 13, line 25, after the figures 202, strike out the 
semicolon and insert a comma and add the following: “such 
financing to be made by loans to or the purchase of the bonds, 
tax-anticipation warrants, or securities of the State or political 
subdivision thereof which is to construct such project or projects.” 


Mr. BROWN of Kentucky. Will the gentleman yield? 

Mr. SABATH. I wish I could yield to the gentleman, 
but I do not have the time. 

I voted for the rule yesterday and voted with you gentle- 
men and helped you make your fight, but we were not sup- 
ported by the Republicans, and again today they apparently 
would like to make it appear that some of us are waging a 
fight against the rule, meanwhile laughing up their sleeves 
because they have again misled a lot of well-intentioned, 
good, sincere Democrats. 

I appeal, to you to vote for this rule and let us get this 
needed measure through as speedily as possible. [Applause.] 

Mr. POU. Mr. Speaker, I yield 3 minutes to the gentle- 
man from Illinois [Mr. KELLER]. 

Mr. KELLER. Mr. Speaker, we are not only facing a new 
deal but we ought to comprehend thoroughly that we are 
facing a new day. We ought to understand perfectly well 
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just what we are doing. I regret more than I can say that I 
am not going to be able to vote for this rule. 

We ought to understand that what we have always held as 
individualism in America has come to an end. I, for one, 
welcome the end of the abuses that have come about under 
this doctrine. 

The constant intrusion in, and control of, government by 
big business has finally compelled government to take con- 
trol of business, and we are not only going to do that but we 
are going to do it with a vengeance. 

I am going to be for this bill. But I regret exceedingly 
that I cannot support the rule under which the bill is to be 
brought up. It is a gag rule pure, plain, and simple and 
entirely prevents any effective discussion of the principles 
involved or the right of Members to offer amendments. 

This is the most important bill that has come before the 
American Congress in the entire history of this Government, 
because it marks clearly the end of the old system and the 
coming of the new. We ought to appreciate this, and we 
ought to discuss it with the utmost freedom in an attempt 
to understand the meaning of such a tremendous step. 

I repeat that I shall vote for the bill; I repeat, also, that 
in all good conscience I must vote against the rule. Because 
I believe that we ought to take all the time necessary, a 
whole week if necessary—and this would not be too much— 
in which to discuss this measure, where we are changing the 
entire system of government in this great Republic of ours. 
I regret that, after 35 years of study of this question during 
all of which time I saw clearly its approach, my attempt 
to get before this body some of the ideas I have formed 
during this time appears likely to be limited to the 3 minutes 
that have been kindly given to me by my friend the Chair- 
man of the Rules Committee at the present moment. 

I regret, Mr. Speaker, that we may not be able to lay out 
to the fullest possible extent every idea that any of us may 
have, because only through this means can we come to the 
kind of agreement and understanding that the American 
Congress has always heretofore believed they ought to come 
to, after free, fair, and open discussion. 

I do not believe that any man in this body is willing to 
follow the President of the United States more ardently than 
Iam. From the very moment he came into office I have 
only voted once against what was held out to me as one of 
his policies, and that was on the so-called “ economy bill”, 
and I certainly do not regret that vote. [Applause.] 

Mr. RANSLEY. Mr. Speaker, I yield 2 minutes to the 
gentleman from Minnesota [Mr. KvaLEI. 

Mr. KVALE. Mr. Speaker, I think we can all agree that, 
with the possible exception of the resolution declaring war 
in 1917, this is the most important bill that has come be- 
fore Congress in this century. 

Now, Mr. Speaker, if any Member of this body, who took 
an oath to perform his duty as a lawmaker, votes for this 
rule and thereby voluntarily binds and shackles himself— 
yes, and meekly applies the gag to his own face—let him 
forever be estopped from finding fault with any particular 
provision of the measure, and let him receive the well- 
merited criticism and contempt of every thinking con- 
stituent. 

I deplore this arbitrary resignation and abdication of the 
power and responsibility that should be the proper burden 
and justifiable pride of every member of a law-making body. 
[Applause.] 

Let us vote down the previous question, and let us amend 
the rule, making it more liberal. Failing there, let us vote 
down this vicious rule. If we do, have no fear, another rule 
will be brought in, and we will be given our constitutional 
privilege as legislators of discussing the measure and, in 
addition, of offering and considering amendments that 
many of us believe to be of greatest importance.” 

Mr. COCHRAN of Missouri. Will the gentleman yield? 

Mr. KVALE. Yes. 

Mr. COCHRAN of Missouri. Did not the House recently 
vote by a tremendous majority not to place the tax of elec- 
trical energy on the consumer? Here we find that tax again 
saddled on the consumer and not on the producer. 
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Mr. KVALE. Yes; and the bringing in of a provision to 
tax the consumer in the present bill is nothing short of 
impudence on the part of the committee. 

Mr. RAGON. I want to say to the gentleman that the 
alga has voted to put the Whittington amendment in 

e 

Mr. COCHRAN of Missouri. I am pleased to get that in- 
formation. It is exactly what should be done. 

Mr. KVALE. Let me say to the gentleman from Arkansas 
that I do want to be fair, and that if the committee has just 
taken such action I willingly withdraw the remark I made. 

But, Mr. Speaker, what I have said about the rule still 
stands. We must act now to make it possible to consider 
this bill in keeping with the dignity that should clothe this 
body and to live up to our solemn responsibilities. [Ap- 
plause.] 

[Here the gavel fell.] 

Mr. RANSLEY. Mr. Speaker, I yield 2 minutes to the 
gentleman from Massachusetts [Mr. CONNERY]. 

Mr. CONNERY. Mr. Speaker, I intend, as the gentleman 
from Illinois [Mr. KELLER] said in his remarks he intended 
to do, to cast my vote for the bill, but I am against this rule, 
and I hope the House will vote down the rule. [Applause.] 

The gentleman from Missouri [Mr. Cannon] came before 
the steering committee the other day and suggested that the 
Ways and Means Committee put the excess-profit tax into 
this bill. The committee had already reported the bill, so it 
was too late at that time to offer that to the Committee. 
The excess-profit tax would be real legislation in the interest 
of the little fellow. I should like to see this bill opened up 
for amendment so that we might offer an excess-profits-tax 
amendment. I should like to see income-tax legislation 
passed that would make J. P. Morgan pay an income tax 
just as the little fellow has to pay his. 

The Committee on Labor, of which I am chairman, has 
labored day after day and week after week during this ses- 
sion at hearings and sessions on the 5-day week, 6-hour 
day bill, and the good labor features in title I of this bill 
are the direct result of the work of the Committee on 
Labor because these features were borrowed from our bill 
and inserted in this bill. The reason that organized labor 
has favored this bill before us is because there is a three 
and a half billion dollar public-works program in it and 
they felt they must support the entire bill before the Ways 
and Means Committee or lose this appropriation for labor. 
As far as title I of this bill is concerned, labor has de- 
clared again and again that labor wants the bill reported 
out by the Committee on Labor and that it is infinitely bet- 
ter for labor than the industrial-recovery section of this bill. 
President Green, of the American Federation of Labor, 
stated before the Ways and Means Committee that he 
favored the so-called “ Connery bill.” Labor leaders through- 
out the Nation have declared that the bill reported out by 
the Committee on Labor is the best legislation for labor 
that has ever been reported to the Congress in its history. 
Applause. ] 

I should like to see this rule voted down so that I might 
offer the bill reported by the Committee on Labor as a sub- 
stitute for title I. 

Mr. WEIDEMAN. I should like to ask the gentleman if 
this man Johnson is not an employee of Barney Baruch? 

Mr. CONNERY. I understand he is his man. 

Mr. WEIDEMAN. You mean he is his boy. [Laughter.] 

Mr. CONNERY. I hope that the House will vote down 
this rule so that we can offer amendments that will 
strengthen this bill, thereby doing justice and giving fair 
play to labor, industry, and the farmer. [Applause.] 

Mr. O’CONNOR. Mr. Speaker, I cannot understand what 
is meant by some Members saying that they “ will vote for 
this bill”, which they hold in their hand, “but will not 
vote for the rule.” If they mean another bill, all right; but 
I do not know how they can say at this moment that they 
will vote for this bill in front of them but will not vote for 
the rule. I appeal again to my Democratic side of the House 
not to be misled by the unified front of the Republican side, 
because no matter what rule we might have brought in, 
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whether like the one suggested by the gentleman from Mich- 
igan [Mr. Mapes] or not, the Republican side of the House 
would vote against the rule. 

Mr. SNELL. Mr. Speaker, will the gentleman yield? 

Mr. O'CONNOR. We have had that sabotage right along. 

Mr. SNELL. Mr. Speaker, will the gentleman yield? 

Mr. O'CONNOR. I cannot. 

Mr. SNELL. But the gentleman makes a misstatement. 

Mr. O'CONNOR. Very well; I yield. 

Mr. SNELL. Bring in an open rule and we will support it. 

Mr. O'CONNOR. Oh, yes. Of course no one would vote 
against an open rule. The only way the bill could come in is 
under a rule, and there could be no reason in voting against 
an open rule. 

Mr. SNELL. We are willing to consider the bill on its 
merits. 

Mr. O’CONNOR. Oh, I understand the politics being 
played on the Republican side. 

Mr. BROWN of Kentucky. Mr. Speaker, will the gentle- 
man yield? 

Mr. O'CONNOR. Yes. 

Mr. BROWN of Kentucky. I should like the gentleman 
to give me some way by which, when I go home, I can ex- 
plain to my people why I voted to raise income taxes up to 
$10,000, and did not carry the raise the rest of the way 
through? 

Mr. O'CONNOR. I feel sure the committee will explain 
the economics of that to the satisfaction of anybody who 
does not want to mislead the people of America by saying 
that when you come to taxes by raising the taxes only in 
the lower brackets you do an injustice to the average citi- 
zen. High surtaxes raise no taxes. The normal tax is im- 
posed on the rich as well as those who are taxed on small 
incomes after the high exemptions. 

Mr. COX. Mr. Speaker, will the gentleman yield? 

Mr. O'CONNOR. Yes. 

Mr. COX. In fixing the 6 hours of general debate upon 
the bill, what was the understanding of the Committee on 
Rules as to the division of that time, as to whether the 
opposition should have any part of the time? 

Mr. O'CONNOR. It is the understanding of the Rules 
Committee at all times that the time allotted is to be 
equally divided between those in favor of the bill and those 
opposed to it. 

Mr. COX. Of course. 

Mr. O'CONNOR. Mr. Speaker, the Members on the Dem- 
ocratic side of the House were elected under the leadership 
of Franklin D. Roosevelt. 

Mr. HOEPPEL. Mr. Speaker, will the gentleman yield? 

Mr. O’CONNOR. No. It was thought that in this ses- 
Sion of Congress the big test of following the Democratic 
leadership of our President was the vote on the economy 
bill. 

I believe now that this, the greatest bill backed by the 
administration, the most far-reaching piece of legislation 
ever put before any parliamentary body in all the world, 
in all time, is the progressive test of our democracy. I feel 
confident the real Democrats will support the President on 
this bill, and the only way by which real Democrats can 
support the President is to carry out his program by voting 
for the adoption of this rule. 

Mr. RANSLEY. Mr. Speaker, I yield 2 minutes to the 
gentleman from Indiana [Mr. GRISWOLD]. 

Mr. GRISWOLD. Mr. Speaker, I was convinced at the 
beginning of this debate that if there was one scriptural pas- 
sage to which the Ways and Means Committee had stu- 
diously given its approbation, it was that passage that says 
that “in the days of Claudius Caesar a decree was issued that 
all the world should be taxed.” They have changed that a 
little bit. They have had an afterthought and have elimi- 
nated from this bill one evil, which is the consumer’s tax on 
electric energy. That has been eliminated, and if you will 
vote down this rule we will eliminate a lot of other evils in 
this bill. [Applause.] I am not opposed to the bill. I 
am opposed to the evils in it. I believe the President is 
opposed to the evils, too. 
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There has been a lot of talk about title I of the bill. 
Under title I of this bill you are absolutely destroying or- 
ganized labor. You are putting a ban upon thousands of 
railroad yards in this country, thousands of shops that are 
closed shops today. They talked to us before the Committee 
on Labor about the mavericks who were cutting wages, the 
10 percent; but, Mr Speaker, it is not the 10 percent that 
are cutting wages in this country, it is the 80 percent, it is 
men like Swope and Sloan who testified before that com- 
mittee that a bare existence was a proper minimum wage in 
this country. Mr. Swope’s definition was “ sufficient to keep 
body and soul together.” 

Mr. HOEPPEL. Mr. Speaker, will the gentleman yield? 

Mr. GRISWOLD. Not now. Mr. Swope is the head of 
the General Electric and controls not only the manufacture 
of electrical appliances in this country, with his associates 
in that line, but controls also the distribution. He will 
make the trade agreements that you will find approved by 
this administrator. Trade agreements that will eliminate 
every small business man in the Nation. 

The SPEAKER. The time of the gentleman from Indiana 
has expired. 

Mr. RANSLEY. Mr. Speaker, I yield 3 minutes to the 
gentleman from Illinois (Mr. BRITTEN]. 

Mr. BRITTEN. Mr. Speaker, the best speech made on the 
floor of the House today in favor of the defeat of this gag 
rule was made by the distinguished gentleman from Ten- 
nessee [Mr. Coorer] when he reminded the House that his 
Ways and Means Committee had so little time to prepare 
the tax measures that are carried in this bill. That is his 
excuse for a bill that will go further to destroy public con- 
fidence in the Government than anything that has trans- 
pired, at least in the last 3 months, notwithstanding what is 
transpiring on the Senate side of the Capitol today. 

Let us see what the bill does for revenue. It increases the 
taxes of the man or woman who gets from. $3,000 to $6,000 
a year, and they are legion in this country; it increases their 
taxes 50 percent. The butcher, the baker, the doctor, the 
professional man, the lawyer, who makes from $3,000 to $6,000 
a year. The storekeeper in my district, who, with his wife 
and a couple of children working for him, may make $10 or 
$12 or $15 a day if he is thrifty. You are raising his taxes 
50 percent. What about the taxes for a millionaire like 
Morgan, who is just now testifying before a senatorial com- 
mittee? Although he made millions in the past 3 years, he 
has not paid a penny into the Federal Treasury as income 
taxes. This bill carries a very unimportant increase in his 
taxes, only 24 percent as against 50 percent increase in the 
lower brackets. The tax of the man who makes $500,000 is 
increased but 3% percent. The man who makes $200,000, 
4% percent; $100,000, 6 percent; $70,000, 9 percent; $50,000, 
11 percent; but the little business man, your friend and 
mine, who is striving to put a few dollars away for a rainy 
day, is increased 50 percent. A major portion of the 
$46,000,000 expected from the increase to these taxes will 
come from the so-called “ little man.” 

This rule ought to be voted down. When I suggested a 
moment ago that this obnoxious rule and bill would destroy 
confidence in our Government, I merely suggest this as in 
addition to what has been transpiring on Capitol Hill in the 
last 2 days, when a man worth several hundred million dol- 
lars admits that in the last 4 years he has not paid a single 
dollar in income taxes. Do you realize that that is going 
to shatter confidence in our Government? 

I have every confidence in the honesty and purpose and 
the integrity of Government officials generally, yet I cannot 
help but believe that the millions of American citizens who 
are reading the J. Pierpont Morgan testimony before the 
Senate committee, in their local newspaper, would feel a 
greater confidence in their Government if the men whose 
names are mentioned in that preferred list of the House of 
Morgan would resign from their positions. I say that with- 
out desire to reflect upon such high-type men as Secretary 
of the Treasury Woodin and Assistant Secretary of the 
Treasury Acheson, whose law firm has represented the House 
of Morgan for a long time. Mr. Norman H. Davis, special 
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ambassador of President Roosevelt, now in Europe, should 
come home and not allow himself to become embarrassing 
to the President. He has long been known as a Morgan 
butterfly and while in Europe undoubtedly is of consider- 
able value to the Bank of Morgan. [Applause.] This rule 
ought to be voted down, so that we can offer amendments to 
the bill. 

The SPEAKER. The time of the gentleman from Illinois 
has expired. 

Mr. RANSLEY. Mr. Speaker, I yield the balance of my 
time, whatever it may be, to the gentleman from Pennsyl- 
vania (Mr. BECK]. 

The SPEAKER. The gentleman from Pennsylvania [Mr. 
Beck] is recognized for 4 minutes. 

PRELIMINARY REMARKS ON THE ADOPTION OF THE RULE 

Mr. BECK. Mr. Speaker, I did not intend to take part 
in the discussion of this rule, as I hoped to have the privilege 
later, if this rule be passed, to take some part in the dis- 
cussion of the very grave and important constitutional ques- 
tions that underlie this proposed legislation. After the gen- 
tleman from North Carolina [Mr. Pou] spoke, I did seek a 
few minutes in the discussion of the rule to express my 
acknowledgment to him as the distinguished Chairman of 
the Committee on Rules and the honored dean of the House 
for having cleared the discussion by frank admissions as 
to the essential nature of this legislation. His speech had, 
as always, the intellectual integrity that characterizes his 
utterances when he addresses this House. 

In opening the discussion on the rule, and I quote from 
the manuscript of the Official Reporter, the chairman said: 

This rule is a drastic rule. It is a closed rule. It is what the 
President wants. 

This is strange language in this body. It has the merit of 
being brutally frank. He advises us as to the President’s 
wishes, not as to the merits of the bill itself, but even as to 
the method of our procedure. I can understand the Presi- 
dent's telling us to take a bill which the brain trust has 
spun in its spiderlike web, as an entirety or rejecting it, but 
I cannot understand the declaration of the Chairman of the 
Committee on Rules, namely, that in our manner of pro- 
cedure, in the scant time given to a measure that barters 
away the constitutional functions of this House and the 
industrial liberties of the American people, even the 
method of discussion and the power of amendment shall be 
determined by the fiat of the President of the United States. 
The President could do no more, if he came into the House 
and ordered the Mace, which represents the authority of the 
House, to be taken away in the manner of Cromwell. He 
does the same in essence when, through the mouth of the 
Chairman of the Committee on Rules, he orders us, because 
he wants a bill adopted in its entirety and without oppor- 
tunity of amendment, to accept from him even the condi- 
tions of the debate. [Applause.] 

But, more than that, the Chairman of the Committee on 
Rules said this, and it is for this clarification of the issues 
I make my special acknowledgement: 

This bill makes the President of the United States a dictator 
for the time being. 

But he adds, to comfort us: 

It is a benign dictatorship. 


I hope, in the first place, that in the discussion that may 
follow some of the constitutional lawyers on the Democratic 
side of the House will tell us under what grant of power in 
the Constitution we can make even the President a dictator 
of the industrial activities of the American people. So far 
as the statement that this will be a benign dictatorship is 
concerned, that is a contradiction in terms. There is no 
such thing as a benign dictator [applause], and I say this 
with a due recognition of the charming personality and 
high motives of the President of the United States. You 
might as well talk of chaste seduction or lawful robbery or of 
peaceable murder as to talk of a benign dictator. It does not 
exist. [Applause.] 

With this admission of the Chairman of the Committee on 
Rules that we are to be given 6 hours’ discussion, with the 
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promise that it will be a great futility, that we are to be 
given only one opportunity for amendment, that we are 
thus to give away the functions of this Congress as they 
have been exercised for nearly 150 years, we have reached a 
climax, for this rule is the most monstrous denial of repre- 
sentative government ever proposed to an American Congress. 
LApplause. ] 

The SPEAKER. The time of the gentleman from Penn- 
Sylvania [Mr. Beck] has expired. 

Mr. POU. Mr. Speaker, I yield the balance of my time 
to the gentleman from Tennessee [Mr. BYRNS]. 

Mr. BYRNS. Mr. Speaker, I want to ask the very kind 
attention of the House during the few minutes I am privi- 
leged to occupy, and I am sure my friends upon the Republi- 
can side will understand when I say that my remarks are 
going to be particularly addressed to my Democratic 
colleagues [applause], because it is evident that we can ex- 
pect little support for any Democratic effort to hasten the 
passage of any measure proposed by the President of the 
United States in the effort to relieve the distress in this 
country from the remarks that have been made. 

Mr. SNELL. Mr. Speaker, will the gentleman yield? 

Mr. BYRNS. No; I cannot yield. I have not time. 

Now, gentlemen, let us look at this for a few moments in a 
sane, sober manner. 

This is the administration’s bill. Do not make any mis- 
take about that. Every line of it has been written and pro- 
posed by those representing the administration, except that 
feature which carries the question of taxes. 

There has been no more important bill proposed by the 
administration at this session of Congress than this bill 
which is now pending before us. 

For my part, as a Democrat, if you please, and as an 
American citizen interested in the progress of our country 
and its recovery from the conditions which have existed dur- 
ing the past 3 or 4 years, I intend to give my loyal support 
to the President of the United States and this bill which he 
has proposed in his effort to relieve the country. [Applause.} 

Gentlemen upon the Republican side of the aisle, as they 
have every time a rule is proposed, rise to denounce it and 
beg Democrats to join with them in their efforts to throw 
this bill open to amendment and possibly destroy those fea- 
tures of this bill which the President has proposed in the 
interest of the recovery of our Nation. 

I say to you, as was said by the gentleman from North 
Carolina, I sometimes think there was a Providence which 
brought to the front and placed in the White House the 
present President of the United States at this critical period 
of our history. [Applause.] 

Gentlemen, the people are behind the President. Do not 
make any mistake about that. The people expect Congress 
to hold up his hands and do nothing which will interfere 
with him in those efforts which he is making and which 
have already brought about a measure of success, because 
the condition of the country is improved now. 

Why, gentlemen, what is this bill that you talk about 
wanting to amend? It has been approved by Mr. Green, 
the president of the American Federation of Labor. 

Mr. O’CONNOR. Mr. Speaker, will the gentleman yield? 

Mr. BYRNS. No; I have not the time. 

It has been approved by Mr. Harriman, the president of 
the United States Chamber of Commerce. It has been ap- 
proved by almost every farm leader and every farm organi- 
zation in the country. 

I want to submit to you under these circumstances if it 
is not your duty and mine, standing as you and I are 
particularly in support of the President, to stand by him in 
this crisis and to pass this bill which he has proposed in his 
message. 

I appeal to you not to permit the specious arguments 
of the gentlemen upon that side to sway you, for I have sat 
here and stood here and seen them vote for rules closing 
amendments. The gentleman from Michigan [Mr. Mares] 
who inveighs against all rules of this kind, is one of the 
men who upon his side advocated and supported the rule 
which denied the Membership of this House the right to 
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propose amendments to the Smoot-Hawley tariff bill except 
those presented by the committee. That is what this does. 

Why, they have sought to create opposition by speaking 
of the fact that Mr. Morgan has escaped taxation. Under 
what law, and by whom was it passed, and under what 
administration was the law passed which enabled him to 
evade taxes? It was passed in 1921 under the administra- 
tion of President Harding. [Applause.] And I say to you 
upon the authority of Democratic members of the Ways 
and Means Committee that a subcommittee is now engaged 
preparing an amendment to this bill when it is under con- 
sideration, which will prevent a recurrence of that sort of 
a situation. [Applause.] 

Democrats, I ask you to give your support to the Presi- 
dent of the United States. [Applause.] 

Mr. POU. Mr. Speaker, I move the previous question on 
the resolution. 

Mr. SNELL. Mr. Speaker, on the previous question I ask 
for the yeas and nays. 

The yeas and nays were ordered. 

The question was taken; and there were—yeas 213, nays 
194, not voting 24, as follows: 


{Roll No, 46] 
YEAS—213 
Abernethy DeRouen Kelly, Il. Ragon 
Adair Dickinson Kennedy, Md k 
Adams Kennedy, N.Y. Rayburn 
Allgood Dies Kleberg Reilly 
Arnold Disney Kloeb Richardson 
Auf der Heide Dockweiler Robertson 
Ayres, Kans. Doughton Kocialkowski Robinson 
Balley Douglass Kopplemann Rogers, N.H. 
Bankhead Doxey Kramer Romjue 
Beam Drewry Lambeth Rudd 
Beiter Driver Lamneck Ruffin 
Berlin Duffey Lanzetta Sabath 
Black Duncan, Mo. Larrabee Sanders 
Bland Durgan, Ind Lea, Calif. Sandlin 
Blanton Eicher Lewis, Colo. Schaefer 
Bloom Faddis Lindsay Schuetz 
Boehne Farley Lozier Schulte 
Boland Fernandez McCarthy Scrugham 
Boylan Fiesinger McClintic Shallenberger 
Brennan Fitzgibbons McCormack Strovich 
Brooks Fitzpatrick McDuffie Sisson 
Browning McGrath Smith, Va 
Brunner Pletcher McKeown Smith, W.Va 
Buchanan Foulkes McReynolds Somers, N.Y. 
Buck Puller McSwain Spence 
Bulwinkle Fulmer Major Steagall 
Burch Gambrill Maloney, Conn. Studley 
Burke, Nebr, Gavagan Maloney, La. Sullivan 
Byrns Glover Mansfield Sumners, Tex, 
Cady Goldsborough Marland Sutphin 
Carden d Martin, Colo Swank 
Carley Green Martin, Oreg Taylor, Colo. 
Cary Greenwood Mead Thom 
Celler Gregory Meeks Thompson, II. 
Chapman Griffin Milligan Turner 
Chavez Haines Mitchell Umstead 
Church Hancock, N.C, Moran Underwood 
Clark, N.C. Harlan Musselwhite Utterback 
Mo. Hart Nesbit Vinson, Ga. 
Coffin Harter O'Brien Vinson, Ky. 
Colden O'Connell Walter 
Cole Healey O'Connor Warren 
Cooper, Tenn. Henney Oliver, Ala. Weaver 
Corning Hill, Ala. Oliver, N.Y. West, Ohio 
Cravens Hill, Samuel B. Owen West, Tex. 
Crosby idale Palmisano Whittington 
Cross Huddleston Parks Willford 
Crowe Hughes Parsons Williams 
Crump Jacobsen Pettengill Wilson 
Cullen Jenckes Peyser Woodrum 
Cummings Johnson, Tex Pierce The Speaker 
Darden Johnson, W.Va. Polk 
Dear Jones Pou 
Delaney Kee 
NAYS—194 
Allen Brown, Mich Clarke, N.Y. Dirksen 
Andrew, Mass. n, Pa. Ditter 
Andrews, N.Y. Burnham Collins, Calif. Dobbins 
Arens Busby Collins, Miss. Dondero 
Ayers, Mont Caldwell Colmer Doutrich 
Cannon, Mo. Condon Dunn 
Bacon Carpenter, Kans, Connery Eagle 
Bakewell Carpenter, Nebr. Connolly Eaton 
Beck Carter, Cooper, Ohio Edmonds 
Beedy Carter, Wyo Cox Ellzey, Miss. 
Biermann Cartwright Crosser Eltse, Calif. 
Blanchard Castellow `“ Crowther Englebright 
Boileau Cavicchia Culkin Evans 
Bolton Chase Darrow Focht 
Britten Christianson Deen Ford 
, Ky. Claiborne Foss 
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Prear Kurtz Parker, Ga. Tarver 
Gasque Kvale Parker, N.Y. Taylor, S.C. 
Gibson Lambertson Patman Taylor, Tenn. 
Gilchrist Peavey Terrell 
Gillette Lee, Mo, Peterson Thomason, Tex. 
Goodwin Lehlbach Powers Thurston 
Goss Lehr Tinkham 
Gray Lemke Randolph Tobey 
Griswold Lesinski Rankin Traeger 
Guyer Lloyd Ransley Treadway 
Hancock, N.Y. Luce Reece Truax 
Hartley Ludlow Reid, II Turpin 
Hess Lundeen Rich Wadsworth 
Higgins McFadden Richards Waligren 
Hildebrandt McFarlane ers, Mass. Watson 
Hill, Knute McGugin Rogers, Okla. Wearin 
Hoeppel McLean Sadowski Weideman 
Hollister McLeod Sears Welch 
Holmes Secrest Werner 
Hooper Mapes Seger White 
Hope Marshall Shannon Whitley 
Howard Martin, Mass. Shoemaker Wigglesworth 
Imhoff May Sinclair Wilcox 
James Merritt Smith, Wash. Withrow 
Jeffers Millard Snell Wolcott 
Jenkins Miller Stalker Wolfenden 
Johnson, Minn. Monaghan Stokes Wolverton 
Montet Strong, Pa. Wood, Ga. 
Keller Morehead Strong, Tex. 
Kelly, Pa. Mott Stubbs Young 
Kenney Muldowney Sweeney Zioncheck 
Kinzer Murdock Swick 
Knutson O'Malley Taber 
NOT VOTING—24 

Almon Fish Kemp Perkins 
Buckbee Gifford Kerr Reed, N.Y. 
Burke, Calif. Gillespie Lewis, Md. Simpson 

i Hamilton Montague Snyder 
De Priest Hornor Moynihan Waldron 
Dowell Johnson, Okla. Norton Wood, Mo. 


The SPEAKER. The Clerk will call my name. 

The Clerk called the name of Mr. Ratney, and he answered | 
“ yea ”, as above recorded. 

So the previous question was ordered. 

The Clerk announced the following pairs: 

On this vote: 

Mr. Almon (for) with Mr. Perkins (against). 

Mr. Kerr (for) with Mr. Fish (against). 

Mrs. Norton (for) with Mr. Simpson (against). 

Mr. Kemp (for) with Mr. Buckbee ( 


against). 
Mr. Lewis of Maryland (for) with Mr. Waldron (against). 
Mr. Burke of California (for) with Mr. Reed of New York (against), 


Until further notice: 


Mr. Johnson of Oklahoma with Mr. Gifford. 

Mr. Montague with Mr. Dowell. 

Mr. Hornor with Mr. Cannon of Wisconsin, 

Mr. Wood of Missouri with Mr. Gillespie. 

Mr. Snyder with Mr. Hamilton. 

The result of the vote was announced as above recorded. 

The SPEAKER. The question is on the adoption of the 
resolution. 

Mr. CONNERY. Mr. Speaker, I ask for the yeas and nays 
on the adoption of the rule. 

The yeas and nays were refused. 

Mr. KVALE. Mr. Speaker, I demand a division. 

The question was taken; and on a division (demanded by 
Mr. Kvate) there were—ayes 151, noes 143. 

Mr. KELLER. Mr. Speaker, I ask for the yeas and nays. 

The SPEAKER. The gentleman from Illinois asks for the 
yeas and nays. As many as are in favor of taking this vote 
by the yeas and nays will rise and stand until counted. 

Mr. BLANTON (interrupting the count). Mr. Speaker, I 
make the point of order that the yeas and nays have been 
demanded and refused, and it is too late to ask for them 
again. 

The SPEAKER. The gentleman’s point of order comes too 
late. [After counting.] One hundred and seven Members 
have risen, a sufficient number, and the yeas and nays are 
ordered. 

The question was taken; and there were—yeas 209, nays 
187, answered “ present.” 1, not voting 34, as follows: 


[Roll No. 47] 
YEAS—209 

Abernethy Ayres, Kans. Black Boylan 
Adair Bailey Bland Brennan 
Adams Blanton Brooks 
Allgood Beam Bloom Browning 

old Beiter Boehne Brunner 
Auf der Heide Berlin Boland Buchanan 


Connolly 
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Fernandez Lewis, Colo 
Fiesinger Lindsay 
Fitzgibbons Lozier 
Fitzpatrick McCarthy 
Flannagan McClintic 
Fletcher McCormack 
Foulkes 
Fuller McGrath 
Gambrill McKeown 
Gavagan McReynolds 
Glover Major 
Goldsborough Maloney, Conn. 
Granfield Maloney, La. 
Green eld 
Greenwood Marland 
Gregory Martin, Colo. 
es Mead 
Hancock, N.C. Meeks 
Harlan Milligan 
Hart Mitchell 
Harter Moran 
Musselwhite 
Healey Nesbit 
O'Brien 
Hill, Ala. O'Connell 
Hill, Samuel B. O'Connor 
Hoidale Oliver, Ala. 
Huddleston Oliver, N.Y. 
Hughes Owen 
Jacobsen Palmisano 
Johnson, Okla, Parks 
Johnson, Tex. Parsons 
Jones t Pettengill 
Peyser 
Kennedy, Md Pierce 
Kennedy, N.Y. Polk 
Kleberg Pou 
Kloeb Prall 
Ragon 
Koctalkowski 
Kopplemann Rayburn 
Reilly 
Lambeth Richardson 
Lamneck Robertson 
Lanzetta Robinson 
Larrabee Rogers, N.H. 
Lea, Calif. Romjue 
NAYS—187 
Dondero Knutson 
Doutrich Kurtz 
Dunn Kvale 
Eagle Lambertson 
Eaton 
Edmonds Lee, Mo. 
Elizey, Miss. Lehlbach 
Eltse, Calif, Lehr 
Englebright Lemke 
Evans Lesinski 
Focht Luce 
Ford Ludlow 
Foss Lundeen 
Fulmer McFadden 
Gasque McFarlane 
Gibson McGugin 
Gilchrist McLean 
Gillette McLeod 
Goodwin Mapes 
Goss Marshall 
Gray Martin, Mass, 
rifin Merritt 
Griswold Millard 
Guyer Miller 
N.Y. Monaghan 
Hartley Montet 
Hess Morehead 
Mott 
Hildebrandt Muldowney 
Hill, Knute Murdock 
Hoeppel O'Malley 
llister Parker, Ga. 
Holmes Parker, N.Y. 
Hooper Patman 
Hope Peterson 
Howard Powers 
Imhoft Ramsay 
James Randolph 
Jeffers Rankin 
Jenkins Ransley 
Johnson, Minn, Reece 
Kahn Reid, III 
Keller ch 
Kelly, Il Richards 
Kelly, Pa. Rogers, 
Kenney Rogers, Okla. 
Sadowski 
ANSWERED “ PRESENT "— 
May 
NOT VOTING—34 
Cannon, Wis. Fish 
Chavez Frear 
Claiborne Gifford 
De Priest Gillespie 
Dowell Hamilton 
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Lewis, Md. Martin, Oreg Peavey Snyder 
Lloyd Montague Perkins Wood, Mo. 
McMillan Moynihan Reed, N.Y, 
McSwain Norton Simpson 


So the resolution was agreed to. 
The SPEAKER. The Clerk will call my name. 
The Clerk called Mr. Rarney’s name, and he voted “aye”, 
as above recorded. 
The following pairs were announced: 
On this vote: 
Mr. Almon (for) with Mr. Perkins (against). 
Mr. Kerr (for) with Mr. Fish (against). 
Mrs. Norton (for) with Mr. Simpson (against). 
Kemp (for) with Mr. Buckbee (against). 
Mr. Lewis of Maryland (for) with Mr. Britten (against). 
Mr. Burke of California (for) with Mr. Reed of New York (against). 


Until further notice: 


Chavez with Mr. Gifford. 

Montague with Mr. Dowell. 

Cannon of Missouri with Mr. Moynihan, 
McMillan with Mr. Prear. 

McSwain with Mr. Stalker. 

Peavey with Mr. De Priest. 

Hornor with Mr. Cannon of Wisconsin. 
Wood of Missouri with Mr. Gillespie. 
Snyder with Mr. Hamilton. 

Martin of Oregon with Mr. Claiborne. 
May with Mrs. Jenckes. 

Johnson of West Virginia with Mr. Lloyd. 

Mr. MAY. Mr. Speaker, I was not present when my 
name was called, but I desire to be recorded as “ present.” 

The result of the vote was announced as above recorded. 

Mr. POU. Mr. Speaker, I ask unanimous consent that all 
gentlemen who have spoken on the rule be given 10 legis- 
lative days in which to extend their remarks. 

Mr. BUSBY. Reserving the right to object, I should like 
to ask the gentleman if he wishes to secure consent for 
gentlemen who spoke to extend their remarks in order to 
explain the culpability of the committee against the country 
in proposing this rule and legislation? 

Mr. POU. I do not think that question deserves an 
answer. ° 

Mr. BUSBY. I object. 


EMERGENCY FARM LOAN ACT 


Mr. OLIVER of Alabama. Mr. Speaker, I ask unanimous 
consent to insert in the Record a concise analysis or expla- 
nation made by Mr. Morgenthau and his assistants of the 
Emergency Farm Loan Act on last Tuesday morning. There 
were a large number of Members from the Senate and House 
present, who indicated a desire that the statement be inserted 
in the RECORD. 

The SPEAKER. Is there objection to the request of the 
gentleman from Alabama? 

There was no objection. 

Mr. OLIVER of Alabama. Mr. Speaker, at a meeting last 
Tuesday, May 23, 1933, of a large number of Congressmen 
with Henry Morgenthau, Jr., governor-designate of the new 
Farm Credit Administration, W. I. Myers, his assistant, and 
Paul Bestor, Farm Loan Commissioner, the various pro- 
visions of the Emergency Farm Mortgage Act of 1933 were 
discussed in detail; and at the request of those attending the 
neeting, I now ask unanimous consent to publish in the 
CONGRESSIONAL Record the details of that meeting in the 
form of extended remarks. 

Following is a brief summary of the act, together with a 
detailed analysis: 

The interest rate on mortgages held by the Federal land 
banks, made through national farm-loan associations, is re- 
duced to a maximum of 4% percent for 5 years, and pro- 
vision is made for postponing payments on principal for that 
time. 

Farmers whose mortgages are held by others than the 
land banks may obtain relief through obtaining new loans 
from the land banks to pay off existing mortgages, or, 
where the holders of these mortgages consent, they may be 
traded to the land banks for bonds on which the interest 
is guaranteed by the United States. Borrowers then obtain 
the benefit of the lower land-bank interest rate and any 
reduction in principal accomplished in the exchange. 


f 


RRRRERERRREE 


1933 


Relief for those facing loss of their farms through debt 
and those who have lost them through foreclosure since 
July 1, 1931, is afforded in a new class of loans to be made 
by the Farm Loan Commissioner. These are to be in 
amounts up to $5,000 with interest at 5 percent and repay- 
ment in 13 years, with no payments on principal for 3 
years. First and second mortgages on farms and farm prop- 
erty may be given as security, and the loan, plus any prior 
liens, may be up to 75 percent of the value of all the property 
pledged. 

Applicants for these loans should write to the agent of 
the Farm Loan Commissioner in care of the Federal land 
bank of the district in which the property is situated. Ap- 
plications for first-mortgage loans should be made to the 
Federal land bank in the district. A list of these banks and 
the States which they serve is given below. 

Analysis of the act follows: 


FIRST MORTGAGES THROUGH FEDERAL LAND BANKS 


1. For 2 years Federal land banks are authorized to issue bonds 
at interest rate not to exceed 4 percent, the interest of which is 
guaranteed by the United States. Maximum amount to be $2,000,- 
000,000. Proceeds to be used to make new mortgages or refinance 
existing mo 

2. In order to reduce and refinance existing farm mortgages, 
Federal land banks are authorized to exchange bonds for or to 
buy outstanding farm mortgages on best terms possible, passing 
savings in principal and interest on to farmer borrowers. 

8. Maximum interest rate to borrowers on old and new Federal 
land-bank mortgages not to exceed 4%½ percent for 5-year period. 
Appropriation of $15,000,000 to be used to compensate the Federal 
land banks for loss in interest during first year. 

4. Neither old nor new borrowers from Federal land banks re- 
quired to pay installments on principal of mortgages for 5-year 

riod. 

75 For 5 years Federal land banks are authorized to grant neces- 
sary extensions of payments of interest to deserving old and new 
borrowers. Such extensions to be financed by loans from the 
United States. An appropriation of $50,000,000 authorized for this 
purpose for ensuing fiscal year. 

6. Maximum fl agate APENE NOTERES VORN ant 
from $25,000 to $50,000 on approval of Farm Loan Commissioner. 

7. Federal land banks are authorized to make direct loans to 
farmer borrowers where no local farm-loan associations are avail- 
able. Interest rate on direct loans to be one half of 1 percent 
higher than on loans through local associations, but rate to be 
reduced when borrower joins local. 

8. Receivers for joint-stock land banks are authorized to borrow 
from Reconstruction Finance Corporation on security of receivers’ 
certificates in order to pay taxes on real estate. 

9. Applications may be made by farmer borrowers or lenders to 
the Federal land bank of the district. 


JOINT-STOCK LAND BANKS 


1. Joint-stock land banks are prohibited from issuing tax- 
exempt bonds or making new farm loans except in connection 
with refinancing of existing loans. 

2. Farm Loan Commissioner is authorized to lend up to $100,- 
000,000 to joint-stock land banks at 4 percent on security of 
first mortgages: provided 

(a) Joint-stock land bank reduces interest rate on mortgages 
to 5 percent per annum, 

(b) Agrees not to foreclose on mortgage for 2-year period except 
in unavoidable circumstances. 

These provisions will make it possible for joint-stock land 
banks to liquidate their affairs in an orderly manner giving con- 
sideration to farmer borrowers and to security holders. 


FARM LOAN COMMISSIONER LOANS 


1. Allocates $200,000,000 of Reconstruction Finance Corporation 
funds for loans through the Farm Loan Commissioner for the 
following purposes: 

(a) To enable farmer to redeem and/or repurchase farm prop- 
erty lost through foreclosure. 

(b) To reduce and refinance junior obligations. 

(c) To provide working capital. 

2. These loans to be under supervision of Farm Loan Commis- 
sioner using machinery of the Federal land banks. Loans to be 
made direct to farmers. No loan in excess of $5,000. Total of 
first and second mortgage, if any, not to exceed 75 percent of 
normal value of farm and farm property. Repayment in 10 
equal annual installments plus interest at 5 percent but no pay- 
ment on principal required for first 3 years. 

3. Principal purpose of these loans to enable farmers to buy 
back foreclosed farms and to make small, reasonably safe, second 
mortgages to refinance junior liens and unsecured debts on a 
scale-down sufficiently drastic to permit good farmers to pay out. 

4. Applications may be made by farmer borrowers to the agent 
of the Farm Loan Commissioner at the Federal land bank of the 
district. 

LOANS TO DRAINAGE, LEVEE, AND IRRIGATION DISTRICTS 


Reconstruction Finance Corporation is authorized to make 
loans not to exceed $50,000,000 to drainage, levee, irrigation, and 
similar districts to reduce and refinance indebtedness, Loans for 
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period not exceeding 40 years to be secured by bonds issued by 
borrower which are lien on real property or on the assessment 
of benefits. Such loans to be made only on condition that the 
borrower shall reduce the indebtedness of the users of such 
project in amounts corresponding to reduction of its debt. No 
/ OED S ed OPPTRE ang Mar mada. mE 
property, taking into consideration average market 5 5 of bonds 
over 6 months’ period ending March 1, 1933, and the economic 
soundness of the project. 


Mr. Bestor gave the following explanation of the manner 
in which the act is being administered: 


Just 5 days after the President signed the Emergency Farm 
Mortgage Act, May 12, the first loan had been made from this 
fund. There had been appointed an agent of the Farm Loan 
Commissioner for each Federal land-bank district to make second- 
mortgage loans from this fund in his district. Any individual 
farmer wishing a second-mortgage loan pania apply to the agent 
of the Farm Loan Commissioner, his letter to the city 
in which the Federal land bank of his district is located. The 
cities in which the agents are located and the States in which they 
make loans are as follows: 

Springfield, Mass.: Connecticut, Maine, Massachusetts, New 
Hampshire, New Jersey, New York, Rhode Island, and Vermont. 

Baltimore, Md.: Delaware, District of Columbia, Maryland, 
Pennsylvania, Virginia, and West Virginia. 

Columbia. S. C.: Florida, Georgia, North Carolina, and South 
Carolina. 

Louisville, Ky.: Indiana, Kentucky, Ohio, and Tennessee. 

New Orleans, La.: Alabama, Louisiana, and Mississippi. 

St. Louis, Mo.: Arkansas, Illinois, and Missouri. 

St. Paul, Minn.: Michigan, Minnesota, North Dakota, and 
Wisconsin. 

Omaha, Nebr.: Iowa, Nebraska, South Dakota, and Wyoming. 

Wichita, Kans.: Colorado, Kansas, New Mexico, and Oklahoma. 

Houston, Tex.: Texas. 

Berkeley, Calif.: Arizona, California, Nevada, and Utah. 

Spokane, Wash.: Idaho, Montana, Oregon, and Washington. 

After the application is received by an agent of the Commis- 
sioner in proper form and if, from a consideration 
of the information, it is evident that the applicant and the security 
Offered are eligible, the application will be assigned to an appraiser 
who will make an appraisal of the property. 

When his report is received, if it is favorable, the agent con- 
siders the application and the report and advises the applicant 
of the approval or rejection of the application. If it is approved, 
the agent closes the loan. 

The law states that loans may be made not in excess of 75 per- 
cent of the appraised normal value of the property. In deter- 
mining such a value, of course, the agricultural earning power of 
the property is a principal factor. Normal value, of course, does 
not mean peak value nor does it mean depressed values. The 
appraiser must ascertain what crops a particular farm offered as 
security is capable of producing as well as the average yields and 
prices over a series of years. Average farm commodity prices from 
1905 to 1914, inclusive, generally will be used as a basis for de- 
termining normal values. Of course, allowance will have to be 
made for reasonable adjustments in the case of products whose 
relative economic position has changed since that time. 


Questions were then invited, to which answers were made 
by Mr. Bestor as follows: 


Q. What is the loan limit on this second mortgage?—A. The act 
places a limit of $5,000 on the amount that may be loaned to any 
one farmer by the Farm Loan Commissioner. The Commissioner’s 
loan, that is, the one made by his agent, together with all prior 
mortgages or other prior evidences of indebtedness secured by the 
farm property, may not exceed 75 percent of the appraised value 
thereof, nor can it exceed $5,000 to any one individual. 

Q. Can the Commissioner take into consideration other col- 
lateral than the farm land and the buildings?—Yes. The farmer 
can offer not only a second mortgage on the farm real estate but 
also mortgages on any personal property, including livestock, tools, 
and crops. The interest rate, as you know, on such loans is 5 
percent. 

Q. How quickly does the farmer have to pay off these second- 
mortgage loans?—A. The act says that they must be wholly repaid 
within a period no greater than that for loans made under the 
Federal Farm Loan Act, or a maximum of 40 years, where a first 
or second mortgage is secured wholly upon the property and is 
made for the purpose of reducing and refinan: an existing 
mortgage. All other loans must be wholly repaid within a period 
of not to exceed 10 years from the date the first payment on the 
principal is due. 

Q. When do borrowers have to start paying on the principal? 
A. The act permits borrowers to pay only interest for the first 
3 years. At the end of the 3-year period the borrower would start 
systematically to pay off the principal. 

Q. When the Commissioner takes a second mortgage on the 
property, what agreements do you have with the holder of the 
first mortgage?—A. That depends upon the aggregate amount of 
the first and second mortgages. Where the aggregate of an exist- 
ing first mortgage plus the second offered to the Commissioner 
does not exceed $5,000, we require the first mortgage holder to 
agree that during the period of 3 years he will not proceed against 
the mortgagor or the property for default in payment of princi- 
pal unless he gets the consent of the Commissioner. Where the 
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aggregate exceeds $5,000 the mortgagee must agree not to foreclose 
8 cause without consent of the Commissioner for a period 
years. 

Q. How can a farmer use the funds that he obtains from the 
Commissioner?—-A. They may be used in several ways: (1) To pro- 
vide funds for refinancing indebtedness, either secured or urse- 
cured, of the farmer; (2) to provide working capital for farm oper- 
ations; (3) to enable the farmer to redeem or repurchase farm 
property owned by him prior to foreclosure which was foreclosed 
subsequent to July 1, 1931. 

Q. Do you expect those who now hold first or second mortgages 
or the farmers’ unsecured notes to do much scaling down?—A. 
Perhaps I can best illustrate that by one of the loans made 
during the first week after the Emergency Farm Mortgage Act was 
passed. This may not be typical but it illustrates the point. 

We will call the farmer Jones, for that is not his name. He had 
a first mortgage on his property of $3,300. The agent sent an ap- 
praiser to the property after having received the application and 
the appraiser reported that the land and the buildings were worth 
$3,200. From this, of course, it is quite evident that the first- 
mortgage holder virtually owned the farm. Jones was able to get 
the mortgagor to agree to scale down the mortgage 10 percent, 
or $330, by offering to get him cash from the Farm Loan Com- 
missioner’s agent stationed in the bank. However, the agent could 
not make a loan of $3,000 on property appraised at only $3,200. 
Fortunately, the farmer had some personal property which the 
appraiser valued at $873. When this was added to the $3,200, the 
farmer was able to offer the agent collateral, personal and real, 
amounting to $4,073. Thus the agent was able to make a total 
loan of $3,000, or 75 percent of all the collateral put up. Since 
the farm was only valued at $3,200 the agent took a chattel mort- 
gage of $411 and a lien on 42 acres of crops amounting to $189. 
Of course, as the chattel mortgage and crop lien is paid off it will 
be applied on the Commissioner's loan. 

Thus the farmer secured a curtailment of his debt of $300, the 
rate of interest on his loan was reduced 1 percent, and he had a 
13-year period in which to repay. During the first 3 years he 
will pay only interest. Both the farmer and the holder of the 
mortgage have improved their positions. 

Q. Do you expect many first-mortgage loans will be made by 
the Commissioner’s agents?—A. Undcubtedly some will be made, 
but where a man and his collateral qualify for a Federal land- 
bank loan the first-mortgage loan may be obtained from it or the 
farmer may be able to get a first mortgage elsewhere. I feel we 
ate going to have plenty of applications for second-mortgage 
loans secured by the kind of collateral which I have already dis- 
cussed. 

The effort we are making is if an application comes in to the 
land bank and the land bank can’t handle it, they refer it to 
the Farm Loan Commissioner’s agent. And we have made ar- 
rangements that when the appraiser makes his appraisal of any 
loan on which there is any question as to which may make the 
lean, the land bank or the Commissioner’s agent, that he will 
make two reports, one for the agent of the Farm Loan Commis- 
sioner and one for the land bank, so that whichever agency it 
qualifies for may act upon that application, so that in some cases 
it might not qualify for the land bank but would qualify for the 
Loan Commissioner’s loans. 

Q. What do you mean by farmers? Does a farmer have to be a 
so-called “dirt farmer”?—A, The definition of farmer in case of 
Farm Loan Commissioner loans is very broad. Any individual who 
is actually engaged in farming operations, either personally or 
through his agent or tenant, will qualify as a farmer; also any 
person the principal part of whose income is derived from farm- 
ing operations qualifies. However, I would emphasize the fact 
that a corporation is not eligible for a loan. 


FEDERAL LAND-BANK LOANS 


Q. The Federal land banks have been authorized by Congress 
to issue during the next 2 years $2,000,000,000 of their tax-exempt 
bonds bearing not to exceed 4 percent interest, and the Govern- 
ment will guarantee the interest on these securities. Further, 
Congress made these bonds eligible for 15-day loans from Federal 
Reserve banks to member banks with the expectation that this 
would assure the bonds greater liquidity and a wider market. 
Will you tell us just how these bonds are to be used and just how 
quickly this new type of bond will be available to the public?—A. 
May I answer your last question first? The plates are being made 
for the new consolidated bonds, but the work is not completed. 
However, banks are accepting applications for loans now, and it 
probably will not be more than 2 or 3 weeks before the new type 
of bonds are available. The banks are making loans now. These 
bonds may be sold to the investing public to secure funds to lend 
on first mortgages which have acceptable security for such bond 
issues. The bonds may be exchanged for first mi in exist- 
ence on May 12, 1933. Further, after a period of 1 year has 
elapsed, the bonds may be sold to refund outstanding issues of 
Federal land-bank bonds, provided the funds from such new funds 
are not needed to make new loans. 

Q. The thought is expressed that the Federal land banks may 
use these new-type bonds to replace outstanding bonds, thus de- 
priving the banks of funds with which to make loans.—A, As I 
have already pointed out, the land banks cannot use the new type 
of bonds to secure funds to purchase their own bonds for the 
period of 1 year from May 12, 1933. After that time, if the banks 
have ample funds to loan, the proceeds from the sale of this 
new type of farm-loan bond may be utilized to purchase their 
outstanding bonds. 
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Q. Many of the farmers of our district wish to get first-mortgage 
loans from the Federal land bank. In some localities national 
farm-loan associations are not accepting loans. Cannot farmers in 
those areas make applications for loans directly to the Federal 
land bank?—A. Yes. The amendment to the law permits a farmer 
in territories where national farm-loan associations are not now 
making new loans to apply directly to the bank, but such bor- 
rowers will have to subscribe to stock in the Federal land bank 
for the same amount that they would have subscribed to stock in 
the national farm-loan association if they had made their appli- 
cation to it. This amount is 5 percent of their loan. 

Q. Do borrowers obtaining loans directly from the Federal land 
bank have to pay a higher rate of interest?—A. Yes; at least tem- 
porarily. The interest rate will be one half of 1 percent higher 
than that charged where loans are made through associations, 
but farmers who borrow directly from the bank may agree that 
when 10 or more borrowers have obtained direct loans from the 
bank aggregating not less than $20,000, residing in a locality which 
may be conveniently served by an association, they will unite 
to form an association. After such an association is formed the 
stock held by its members whose loans are in good standing will be 
canceled at par and the borrower will receive an equal amount of 
stock in the association. When, and if such borrowers become 
members of associations, the interest rate on their loans, if in 
good standing, will be reduced one half of 1 percent. 

Q. What about fees?—A. Farmers who make application directly 
to the bank will pay the same initial fee to it that they would 
pay if their application came through a national farm-loan 
association. 

Q. Will the size of the loan made by the banks be the same 
as that made by associations?—A. There will be no difference. 
Each is limited to 50 percent of the appraised normal value of 
the land for agricultural purposes plus 20 percent of the insured 
improvements. 

Q. Will borrowers from the Federal land banks have to make 
application to the banks for a reduction in the interest rate?— 
A. No, sir. Interest maturing during the 5 years commencing 
July 11, this year, in connection with loans made through na- 
tional farm-loan associations between May 12, 1933, and May 12, 
1935, will be charged at the rate of only 4%½ percent per annum. 
Loans made directly by the banks to borrowers will pay 5 per- 
cent per annum during the same period. 

A rate of 4½ percent will be charged during the same 5-year 
period on loans now outstanding. 

Q. What about payments on the principal?—A. No payment on 
the principal portion of any installment will be required during 
this same 5-year period if the borrower is not in default with 
respect to any other condition or covenant of his mortgage. By 
this I mean he must have paid his interest, taxes, drainage and 
irrigation charges if he is to secure the privilege of not paying the 
principal of his loan during this 5-year period. 

Q. Will you illustrate just what the lower rate of interest and 
the privilege of not paying on the principal will mean to a farmer 
who has a loan of $3,000, bearing 5 percent interest.—A. He nor- 
mally would pay an installment of $90 each 6 months to the bank. 
This installment, of course, includes both interest and principal. 
If he secured his loan the first year the banks opened, in 1917, 
of the last installment paid $57.75 went to pay interest on the 
unpaid principal and $32.25 was applied to the reduction of his 
debt. Thus, should he pay the interest only, his payment to the 
bank would be only $57.75, instead of the usual $90. When he 
resumes payment on the principal he continues to amortize, or 
pay off, his loan at the same rate as when he ceased such pay- 
ments. For the 5-year period concerning which we are speaking 
the interest on his unpaid balance of the loan would be figured 
at the rate of 4½ percent instead of 5 percent. The average 
interest rate on the loans outstanding is around 5½ percent, so 
that there is an average of a full 1-percent curtailment in the 
interest rate. 

Q. How does the exchange of bonds for mortgages work in the 
case of an insurance company, for instance?—-A. If a man has a 
loan with an insurance company for $10,000, and the company in- 
dicates it would like to sell the mortgage, the farm is appraised 
by the land-bank appraiser. We will say he sets a value which 
would permit the bank to purchase the loan for $8,500. The 
farm loan association says it is good for $8,500. The company 
says, “We are willing to take bonds for the mortgage.” The 
company gets the bonds; the borrower gets his mortgage loan 
from the Federal land bank for $8,500 at a low rate of interest. 
That is the procedure that would be followed in case the mort- 
gagee takes the initiative, whether it be an insurance company, 
banker, or individual having the mortgage to exchange. 

Q. Would the mortgagee receive bonds only or could he cash 
them?—A. He cannot cash bonds through the land banks. The 
law offers him good bonds in exchange for his mortgage. It's 
possible for banks if they have ample funds in cash to buy the 
mortgage in cash. But the provision is they may either be ex- 
changed or purchased, and purchase has to depend upon the 
amount of cash available in the bank. 

Q. Does the farmer who gets a loan from the bank as a result 
of such exchange have to subscribe for stock?—-A. Yes; either in 
an association or the bank, to the extent of 5 percent of his loan. 

Q. How are the farms appraised?—-A. Just the same as if the 
farmer had applied for a loan and no exchange of a first morigage 
for a bond were involved. . 

Q. If the farmer borrows directly from the bank can be later 
join an association and get a lower rate of interest?—A. Yes, on 
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the same terms as if there had been no exchange of mortgage 
and bond involved. 

Q. Does such a farmer get the benefit of the new low rate of 
interest and permission to pay only interest until July 11, 1938?— 
A. Yes, sir. 

Q. Does the farmer get any other benefit? -A. It depends upon 
whether the owner of the first mortgage to be exchanged for a 
Federal farm-loan bond will scale down the amount due on it. 
The amount of the bonds to be exchanged may not be greater 
than the unpaid principal of the mortgage on the date of the 
exchange, or 50 percent of the normal value of the land mort- 
gaged and 20 percent of the value of the permanent insured im- 
provements thereon, as determined by a land-benk appraiser, 
whichever is the smaller. If the unpaid principal is too large, it 
will have to be scaled down if an exchange is made. However, 
that is up to the holder of the mortgage. The bank will tell him 
how much it will loan on the property. 

Q. What is to be done about scaling down of taxes and assess- 
ments on public-improvement districts, such as irrigation, drain- 
age, and levee districts?—A. That is handled by the Reconstruc- 
tion Finance Corporation. A fund of $50,000,000 was made avail- 
able to be loaned to such districts to refinance their projects by 
purchasing their depreciated securities outstanding. Any reduc- 
tion in indebtedness of such districts so obtained must be passed 
on pro rata to the farm owners in such areas. Loans may be made 
only when the Reconstruction Finance Corporation is convinced 
of the economic soundness of the projects. 

Q. Does this apply to private projects?—A. No; only to public- 
improvement districts. 

Mr. MAPES. Mr. Speaker, I ask unanimous consent to 
extend my remarks that I made this morning by including 
the full text for the authority to Hitler as a dictator, a part 
of which I read. 

The SPEAKER. Is there objection to the request of the 
gentleman from Michigan? 


There was no objection. 
NATIONAL INDUSTRIAL RECOVERY BILL 


Mr. DOUGHTON. Mr. Speaker, I move that the House 
resolve itself into the Committee of the Whole House on the 
state of the Union for the consideration of the. bill (H.R. 
5755) to encourage national industrial recovery, to foster 
fair competition, and to provide for the construction of cer- 
tain useful public works, and for other purposes. 

The motion was agreed to. 

Accordingly the House resolved itself into the Committee 
of the Whole House on the state of the Union, with Mr. 
Lozier in the chair. 

The Clerk read the title of the bill. 

Mr. DOUGHTON. Mr. Chairman, I ask unanimous con- 
sent that the first reading of the bill be dispensed with. 

The CHAIRMAN. Is there objection? 

There was no objection. 

Mr. DOUGHTON. Mr. Chairman, as I understand it, the 
time is to be divided equally, 3 hours to be controlled by 
myself and 3 hours to be controlled by the ranking minority 
Member on the Republican side, the gentleman from Massa- 
chusetts [Mr. Treapway]. I yield 2 minutes to the gentle- 
man from Texas [Mr. Sumners]. 

Mr. SUMNERS of Texas. Mr. Chairman, the chairman 
of the committee having this bill in charge has yielded this 
time to me in order that I may make a statement. Title 
I of this bill proposes what amounts, in the view of the 
Committee on the Judiciary, to a suspension of the anti- 
trust law. It is recognized by gentlemen familiar with legis- 
lative history in this House that the subject of the antitrust 
law and kindred laws has fallen as a matter of jurisdiction 
to the Committee on the Judiciary. To be candid with the 
Chair and the other Members of the House, it was contem- 
plated that we would test the jurisdiction of this committee 
with reference, at least, to title I of the bill; but we have 
reached the understanding that, in this instance, we will not 
test the jurisdiction with regard to title I, provided it is 
understood, and I understand from the chairman of the 
committee having the bill in charge that it is so understood, 
that our yielding to the committee in charge of this bill, 
jurisdiction with reference to the antitrust law and kindred 
legislative propositions shall not be regarded as a precedent, 
and shall not, insofar as this action is concerned, affect 
the question of jurisdiction as between the Judiciary Com- 
mittee and other committees with reference to the general 
subject of legislation dealing with antitrust legislation. 
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The CHAIRMAN. The time of the gentleman from Texas 
has expired. 

Mr. COX. Mr. Chairman, will the gentleman from North 
Carolina yield? 

Mr. DOUGHTON. Yes. 

Mr. COX. The time for debate upon the bill is fixed by 
the rule at 6 hours, to be divided equally between the gentle- 
man from North Carolina [Mr. DovcHron] and the gentle- 
man from Massachusetts [Mr. Treapway]. May I inquire 
at this time as to how that time is to be divided as between 
gentlemen who are for the pending measure and those who 
are against it? 

Mr. DOUGHTON. Mr. Chairman, replying to the inquiry 
of the gentleman from Georgia, so far as is known to me 
as chairman of the committee, there was no understanding. 
I have quite a number of requests for time from members of 
the committee. I feel that I should give consideration to 
those requests. My purpose is to allot the time as fairly as 
I can among the Members of the House who desire to speak 
on the bill. I have requests for much more time than it is 
possible for me to accommodate. If I begin to show a 
preference in the matter, I fear that I should subject myself 
to very severe criticism from other Members of the House, 
as much as I should like to accommodate the gentleman 
from Georgia. 

Mr. COX. Does the gentleman mean by that that he does 
not intend to recognize the right of the opposition to the bill 
and to divide the time equally with it? 

Mr. DOUGHTON. I do not know that I am familiar 
enough with parliamentary usage in the House and the 
custom in connection with it to understand what I should do. 

Mr. COX. What does the gentleman think is fair? He is a 
fair man. í 

Mr. DOUGHTON. I must do as far as I can what in the 
judgment of the House would be fair. That matter should 
have been determined in the Rules Committee. : 

Mr. COX. Oh, the Rules Committee did not want to cast 
such a reflection upon the gentleman who is the chairman 
of this great committee. 

Mr. DOUGHTON. It would be no reflection to say how 
the time should be divided. 

Mr. COX. Let me come to the point that I have in 
mind. The gentleman understands the agreement had 
with me yesterday as to the time that I would have. 

Mr. DOUGHTON. I understand and recall distinctly that 
I myself agreed to yield the gentleman 20 minutes, and he 
would not state that I went any further? 

Mr. COX. No; and the gentleman in control of the 
time on the Republican side yielded me 20 minutes. 

Mr. DOUGHTON, I think he agreed to or there was some 
such understanding, but that is a matter that is between 
the gentleman from Massachusetts and the gentleman from 
Georgia. 

Mr. COX. Will the gentleman indulge me to the point 
of making an inquiry of the gentleman from Massachusetts, 
to see if it is expected that I am to use 20 minutes? 

Mr. DOUGHTON. Is this coming out of my time? 

The CHAIRMAN. It is all out of the time of the gentle- 
man from North Carolina. He has been recognized. 

Mr. DOUGHTON. Will the gentleman from Massa- 
chusetts give attention to the gentleman from Georgia? 

Mr. TREADWAY. I should be very glad to answer the 
gentleman in the time of the chairman of the committee. 
Perhaps it is well to say just a word in respect to the ref- 
erence the gentleman from Georgia is making. Yesterday 
afternoon I was called in conference by him and the chair- 
man of the committee, and the gentleman from Georgia 
made the request for 40 minutes’ time. The chairman of 
the committee asked me if in view of the fact that the 
gentieman from Georgia is a member of the Committee on 
Rules I would be willing to concede part of the Republican 
time to him. 

Mr. COX. Yes; and also in view of the fact that I was 
instrumental in having the time increased from 4 hours to 
6 hours, and the gentleman was so informed. 
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Mr. TREADWAY. I do not know how the extra time 
came about. Of course, if the gentleman says that he was 
instrumental in having it increased 2 hours, we accept that 
statement from him. 

Later on I found there was such a strong demand for 
time on the Republican side, exhausting certainly more than 
the hour in addition to my 2 hours of time, that I consulted 
with the gentleman from North Carolina, my chairman, and 
we reached an understanding that I was to yield to Repub- 
licans, for and against the bill, as the case might be, and 
the gentleman from North Carolina was to yield to Demo- 
crats, for or against, as the case might be; and we laid that 
matter before the gentleman from Georgia. I told the gen- 
tleman frankly, as I am willing to tell the House, that as 
far as this talk of yesterday was concerned, I had agreed 
to yield 20 minutes, but in view of the circumstances that 
have since arisen among my Republican colleagues, I wanted 
to make an even swap, which is a good Yankee way of doing, 
and I would take care of another gentleman on this side of 
the House wanting more time than most Members did, in 
order to make a very learned constitutional discussion. 
Therefore I expect to yield more time to the gentleman I 
have in mind, a Republican Member, than to any other 
Republican. 

I think that is a fair explanation of where I expect to use 
my time. I have declined in several instances to yield time 
to Democrats who are against the bill. Why should I favor 
one Democrat over another? I prefer to favor Republicans. 

Mr. COX. Is the gentleman prepared to live up to his 
agreement with me and the chairman of the committee? 

Mr. TREADWAY. I think the gentleman realizes the sit- 
uation I am in and that I went to him early this morning 
and explained the situation, that he must go to the gentle- 
man from North Carolina to secure his time. 

Mr. COX. In view of the statement made by the gentle- 
man from Massachusetts, will the gentleman from North 
Carolina [Mr. DoucHton] be liberal and agree that I may 
have 40 minutes, in view of the fact, as the gentleman knows, 
that I was responsible for increasing the time from 4 to 6 
hours in order that I might have time to debate the matter? 

Mr. DOUGHTON. As far as the gentleman from North 
Carolina is concerned, he made no such request that the 
time be extended, and I have to deal with this under the 
circumstances as they exist today and not what transpired 
2 or 3 days ago, but if I can find time, in justice to the 
other Members of the House, I will be glad to yield that 
much time to the gentleman. 

Mr. COX. Does the gentleman not feel that he owes 
something to the opposition to this bill? 

Regular order was demanded. 

Mr. DOUGHTON. Mr. Chairman, this bill now under 
consideration is one of the major pieces of legislation rec- 
ommended by the administration. In my opinion, it is one 
of the most, if not the most important piece of legislation 
that will come before this Congress, or that has come before 
the Congress. 

We held quite extended hearings on the bill. A number 
of witnesses, representing practically every business, indus- 
try, and occupation in the entire country, appeared before 
our committee. As near as I recall, not a single witness 
testified in opposition to this measure. 

This bill, as I understand, is favored or supported by 
industry, by agriculture, and by labor. Those three power- 
ful organizations in this country are all behind this legis- 
lation. 

Mr. Chairman, on yesterday morning I arranged to have 
placed in the mail box of each Member of the House copies 
of this bill and the report, in order that each Member might 
have an opportunity before the bill was taken up for con- 
sideration today to read the bill and read the report and 
familiarize himself or herself with the provisions of the 
bill. That report is full and complete, a complete analysis 
and explanation of the provisions of this bill. Therefore I 
feel it is unnecessary for me to take the brief time I shall 
occupy to explain the bill, and I would suggest to any 
Member of the House who is not fully satisfied as to the 
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provisions of the bill and just what it provides for that he 
read that report between now and the time the vote is taken. 

Therefore, Mr. Chairman, I shall request that I may com- 
plete my statement without interruption. After I am 
through, if there are any questions I can answer, I shall be 
glad to do so. It is my desire to make a consecutive and 
connected statement in connection with the bill, and in 
order to do so I again request that I be not interrupted. 

There exists a most pressing need for the legislation now 
under consideration. This need is so acute and distressing 
that it constitutes our major problem. All legislation so far 
enacted by this extraordinary session of the Congress is but 
preliminary to this measure and without it may be of little 
immediate benefit. The wholesome effects of other emer- 
gency measures already enacted are quite apparent and are 
reflected in the rise in prices and the return of confidence 
everywhere, but the prime need of millions of our citizens 
today is a job, and this bill undertakes to make that a 
certainty. 

This measure is an essential part of the plan looking to- 
ward economic and industrial rehabilitation and recovery. 
It is the keystone in the arch of that structure. It provides 
means for putting our unemployed to work for a living wage 
and under wholesome conditions and at the same time guar- 
antees equal opportunity to those supplying the jobs, in 
that the Government will cooperate with industry in main- 
taining standards of competition in keeping with equity and 
justice. It charts a middle course between the ruinous or 
complete monopoly in vogue prior to the enactment of the 
Sherman antitrust law and the era of unfair competition 
that now has a strangle hold upon business. It sets up 
fiexible machinery which the President may use to prevent 
monopoly on the one hand and ruinous competition on the 
other. Flexible remedies are always necessary in emergen- 
cies, and no one will dispute that conditions are now critical 
and dangerous. In fact, conditions are such that the very 
existence of government itself is threatened. The central 
feature of the bill is to maintain fair competition without 
granting monopoly and to provide fair standards of labor 
and working conditions. It seeks to apply the principle of 
the Golden Rule to business and industry and also to pro- 
vide a stimulant that will promote courage, confidence, and 
hope. 

It is designed to promote and accelerate industrial recov- 
ery throughout the manifold branches of our business struc- 
ture and to provide gainful employment once more to the 
millions of our people now tragically idle. In the words of 
the President, it is a great “ cooperative movement ” through- 
out all industry, and intended to remove the fetters and 
restrictions from legitimate business. 

Another important feature of the measure is that the 
Government pledges itself to go forward with its own vast 
program of public works along with the States and munici- 
palities. This simultaneous activity on the part of private 
industry and public enterprises should bring a business re- 
vival to every industry, enterprise, and occupation. The 
monumental program of public works contemplated should 
and will restore confidence to the faltering business public 
by demonstrating that the Government itself has confidence 
in its program and will take the lead in the effort to put it 
into effect. Then as private industry falls in line our peo- 
ple will emerge happily from the years of economic blight, 
pestilence, and stagnation and will go forth with a new hope 
and a new confidence that our Government has not lost its 
power to render aid in a great crisis. The patriotic and so- 
cial standards of former days will again be hoisted in the 
American home and the agitators and destructionists who 
have come to us in the wake of the greatest economic 
scourge in our history will pass from the scene. Such ideal 
conditions cannot come, however, until there is work for 
the unemployed, a home for every family, and a fair profit 
for every legitimate business enterprise, and that is what 
is expected from this bill and its companion measures. All 
these are united in one great plan to repair and rebuild our 
tottering economic structure, the very foundations of which 
have been shaken and almost shattered. 
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It was the predominant view of the 40 or more witnesses 
who appeared before our committee during its consideration 
of this bill that conditions are such as to demand a drastic 
remedy, and that this bill will have the salutary effect de- 
sired. It is significant that both capital and labor share 
this view, as was evidenced by the testimony given by Presi- 
dent Harriman, of the United States Chamber of Commerce, 
and by President Green, of the American Federation of 
Labor. Mr. Harriman gives assurance that already, in ad- 
vance of the enactment of this legislation, some of the 
branches of industry, such as steel, automotive, textile, oil, 
and lumber industries have agreed upon tentative codes of 
fair competition, and that as a concomitant of such agree- 
ments the wages of some 10,000,000 workers will be increased, 
furthering a movement already started to restore the buy- 
ing power of the masses. 

Mr. Harriman also said that this was the most important 
piece of legislation that had been before this Congress. He 
said that it was not only important but absolutely necessary 
in connection with the farm-relief measure, of which this 
is a companion measure, to carry out the purposes for 
which it was intended. 

I want to read from the testimony of Mr. Harriman, be- 
cause he knows as much about American business and 
American industry and is as well informed and as well quali- 
fied to speak for industry as any living man in America 
today. 

Mr. BUSBY. wil the gentleman yield? 

Mr. DOUGHTON. Yes; I yield. 

Mr. BUSBY. May I ask who Mr. Harriman is? 

Mr. DOUGHTON. Did the gentleman never hear of him 
before? 

Mr. BUSBY. Well, I know one Harriman, president of the 
United States Chamber of Commerce. 

Mr. DOUGHTON. That is the gentleman. 

Mr. BUSBY. And this is their bill, is it not? 

Mr. DOUGHTON. No, sir. This is not their bill that I 
know of. I understand that business generally throughout 
the United States endorses the bill, so does labor, and so 
does agriculture. If it is Mr. Harriman’s bill, it is Mr. 
Green’s bill and the farmers’ bill. In fact, I consider it the 
people’s bill. 

Mr. BUSBY. I would like to know where the people’s 
bill is in this thing. 

Mr. DOUGHTON. It is right in the very heart of this bill 
from first to last. 

Those who do not believe in this bill, those who cannot 
conscientiously support it, have the constitutional right to 
oppose and to vote against it. If they think it is a good 
bill, they will have the opportunity to support it. 

I shall now read from the testimony offered by Mr. 
Harriman. 

Mr. Harriman, after discussing the several other bills that 
have been passed or are under way as a part of the program 
for rehabilitation, mentions the farm bill as a companion 
bill to the measure under consideration and says: 

Now, there are two bills that are distinctly inflationary of labor, 
and they are companion bills. I refer to the so-called “farm bill”, 
which, I believe, is equally an industrial bill, and which, I believe, 
is going to result in higher prices for farm products—and that 
means greater purchasing power for the farmer to spend for the 
purchase of goods that are made in the factories in the cities— 
and this bill that is now before you. But let me say frankly that 
I do not believe the farm bill will be successful unless you pass 
this bill as an accompaniment to it; for, Syrian if wages are 
not raised, if dividends are not resumed, and if purchasing power 
in the city remains at the present level, the city man cannot pay 
the higher prices that the farmer rightfully demands for his 
products. 

Mr. Harriman also stated that the purchasing power of the 
American people had dropped from $84,000,000,000 to 
$40,000,000,000, and that, if the present rate of descent con- 
tinued, next year it would not be over $30,000,000,000. So 
you can see what an alarming situation we are in. 

It is the loss of this buying power that has produced and 
is prolonging the world’s worst depression. 

It should be borne in mind also that, regardless of what 
may be done toward expansion of the currency, as a Treasury 
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operation, the pending program, involving billions of dollars, 
will be inflationary in its effect. This is important because 
industry and those connected with it are the first to experi- 
ence the benefits of any inflationary movement. This being 
true, then the Government, through the operation of this 
measure, will make it possible for those engaged in and 
connected with industry to pay the increased taxes carried 
by the bill much more easily than they are now paying the 
present taxes, which are lower than those being paid in Great 
Britain and other countries. 

Now, Mr. Chairman, we know that to make possible the 
proper functioning of the act it is necessary that the Gov- 
ernment incur an obligation of gigantic proportions, aggre- 
gating $3,300,000,000, and to liquidate which will require an 
additional annual revenue of $220,000,000. To meet this 
demand it is necessary that we find sources of additional 
revenue at a time when it is highly desirable to reduce rather 
than to increase our taxes. However, this vast sum is not 
to be thrown away but is to be invested by the United States 
as earnest money, evidencing the faith of our Government 
in its own remedies and its readiness to back them with its 
resources. I shall now discuss briefly these tax provisions. 

Mr. BLANCHARD. Mr. Chairman, will the gentleman 
yield? 

Mr. DOUGHTON. I yield. 

Mr. BLANCHARD. The gentleman just made the state- 
ment that Mr. Green had expressed the opinion that 6,000,- 
000 men would be put to work directly. 

Mr. DOUGHTON. I think that is correct. 

Mr. BLANCHARD. Six million men put to work directly 
at an average wage of $1,000 a year would mean $6,000,- 
000,000. How long is it expected these men will be em- 
ployed under the plan set up in this bill? 

Mr. VINSON of Kentucky. Mr. Chairman, will the gentle- 
man yield? 

Mr. DOUGHTON. I yield. 

Mr. VINSON of Kentucky. I think the gentleman from 
North Carolina inadvertently stated the number of men 
directly employed as 6,000,000. As I recall the testimony 
it was that 6,000,000 men, directly and indirectly, would be 
given employment. 

Mr. DOUGHTON. That may be correct but I think it 
was testified before our committee that the practical effect 
of this legislation would be to put 10,000,000 or 12,000,000 
men to work. 

Mr. COOPER of Tennessee. Mr. Chairman, will the gen- 
tleman yield? 

Mr. DOUGHTON. I yield. 

Mr. COOPER of Tennessee. Mr. William Green, the 
president of the American Federation of Labor, made the 
direct and specific statement that 6,000,000 will be put back 
into employment through the operation of this measure 
within a short time. 

Mr. DOUGHTON. I thought I was correct in my state- _ 
ment. I refreshed my recollection on this point this morn- 
ing 


Three additional taxes are proposed in section 208 to pro- 
vide the annual revenue necessary to the operation of the 
act. These have been selected with two ends in view: First, 
to distribute the added burden as broadly as possible, but 
only upon those able to pay; second, to select only those 
sources that are certain in productivity, in order that the 
credit of the Government may be maintained. 

Now, increase of taxes is always a painful operation. 
There is not much trouble about an operation until the pain 
and blood starts, and then, of course, the trouble begins. 

These additional taxes are: 

First. An increase in the rate of normal income taxes on 
the first $4,000 of net income from the present 4 percent 
rate to 6 percent. The normal rate on the excess over $4,000 
is raised from 8 percent to 10 percent. ‘These increases will 
bring in about $46,000,000 annually. 

Second. Cash dividends received from the stock of do- 
mestic corporations have been made subject to the normal 
tax. At present, such income is exempt from the normal 
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tax and is only reached by the surtax. This additional tax 
should yield about $83,000,000 annually. 

Third. The tax on gasoline is increased three fourths of 
a cent per gallon, bringing the total tax on this commodity 
up to 1% of a cent on the gallon. This should result in 
added revenue of about $92,000,000 annually. 

Several taxes were suggested and your committee gave 
careful consideration to these suggestions. It was necessary 
in this emergency legislation, this temporary legislation, to 

provide additional taxes, but these taxes will be temporary. 
It is the purpose of the administration and it will be the 
purpose of your committee, and I know it will be the purpose 
of Congress to repeal these taxes just as soon as business 
recovers and industry revives, and the ordinary sources of 
taxation are sufficient to support the recurring expenses of 
the Government. 

I will discuss briefly the effects of these taxes, with the 
reasons for their selection by your committee. Before doing 
this, however, I desire to say that it is a very difficult and 
troublesome task to select new taxes to be imposed upon an 
already overtaxed public. I feel, however, that in this in- 
stance the ends will amply justify the means and that the 
benefits that will flow from the operation of this law will be 
many times greater than the burden temporarily imposed. 

First. The increase in normal income-tax rates: The effect 
of raising these rates from 4 percent and 8 percent, respec- 
tively, to 6 percent and 10 percent can best be seen by a 
comparison of the present tax with the proposed tax on 
certain incomes. For convenience we will take the case of 
a married man with no dependents. Under the present 
law if he has a net income of $3,000. he pays a tax of $20 
annually, while under the proposed bill he would pay $30. 
If his income is $5,000 net, he now pays $100, while under 
the pending bill he would pay $150. In like manner the 
tax on an income of $10,000 will be increased from $480 to 
$630 and on one of $50,000 from $8,600 to $9,550, and so on, 
affecting all taxpayers in proper proportion, whether their 
incomes are large or small. These increases are consider- 
able, but it is believed that they can well be borne, espe- 
cially so in view of the fact that many benefits will flow to 
such taxpayers from the general provisions of the measure. 

Second. Subjecting dividends to the normal tax rate: 
This plan has been proposed heretofore, but did not receive 
the sanction of both branches of the Congress. Last year 
the House approved a similar plan, but it was eliminated in 
the Senate. 

Under the existing laws a man with a net income of $6,000 
pays no Federal tax if his income is all from dividends. 
Under the pending bill he will pay a tax of $240, which is 
exactly the amount that will be paid by a man with a salary 
of $6,000. 

In spite of the many theoretical arguments about double 
taxation, when we consider the matter from a practical 
standpoint, why has not a man with a capital of $100,000, 

- which yields him $6,000 a year in dividends, just as much 
ability to pay a tax thereon as a man with a salary of $6,000 
a year and no capital? ‘Then under this bill the man 
with the capital will have an opportunity to earn still more 
on his investment. 

At present a man with an income of $50,000 annually from 
dividends pays a tax of only $4,950, as compared with a tax 
of $8,600 paid by a man with the same income from salary. 
Under the pending bill, after taking into consideration the 
increases in normal rates, each person will pay the same— 
$9,550. I believe this is fair. Certainly there should be no 
objection to it during the present emergency. 

Mr. MARSHALL. Mr. Chairman, will the gentleman yield? 

Mr. DOUGHTON. I yield. 

Mr. MARSHALL. The Ways and Means Committee have 
been laboring on the proposition of how to raise $220,000,000, 
which I understand is to be set up as an interest and sink- 
ing fund. 

Mr. DOUGHTON. That is correct. 

Mr. MARSHALL. Are we to infer from that that this 
would take care of interest and the redemption of this bor- 
rowed money? What I should like to know, but have not 
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been able to find out from any member of the Ways and 
Means Committee that I have asked, is how much of this 
$3,300,000,000 is going to be loaned and how much of it is 
going to be given away. If it is going to be given away, 
we do not need the $220,000,000. 

Mr. COOPER of Tennessee. Mr. Chairman, will the gen- 
tleman yield for me to reply to the gentleman from Ohio? 

Mr. DOUGHTON. I yield. 

Mr. COOPER of Tennessee. Mr. Chairman, the gentle- 
man doubtless has observed the provision of the bill which 
authorizes a grant, which was interpreted as a gift, of 30 
percent of any project that may be submitted for considera- 
tion. Of course, it is impossible to know just how this 30- 
percent limitation will be applied to the entire amount in- 
volved, and it cannot be definitely figured. 

Mr. MARSHALL. If 30 percent is to be granted, 
$220,000,000 would not be needed to take care of the interest 
and sinking fund, would it? 

Mr. COOPER of Tennessee. No; but the 30 percent is 
only the amount of the grant by the Government. Then 
the municipality or the agency to which the grant or gift is 
made has the right to borrow the other 70 percent. 

The entire amount has to be funded, of course, and sink- 
ing-fund and interest charges apply to it all. 

Mr. MARSHALL. Do I understand, then, that the 30 
percent is all that is to be given away? 

Mr. COOPER of Tennessee. That is the grant; yes. 

Mr. VINSON of Kentucky. In that connection, of course, 
while you will have loans made, these loans are to be repaid 
over a certain period of time; but, for instance, the yields 
from the loans are not so definite and certain that you could 
create your amortization fund from the repayments. 

Mr. MARSHALL. In other words, then, neither the com- 
mittee nor anyone else knows how much of this you will 
ever get back, and that is the reason for the interest and 
sinking fund. 

Mr. VINSON of Kentucky. It is the purpose that every 
dollar that is loaned, of course, is expected to be repaid. 
I am certain the gentleman would not think any other policy 
would be adopted. 

Mr. McCLINTIC and Mr. BLANCHARD rose. 

Mr. DOUGHTON. I yield to the gentleman from Okla- 
homa. 

Mr. McCLINTIC. I want to clear up, if I can, the term 
“grant.” It is my understanding, as a member of the com- 
mittee, that when the word “grant” was used with respect 
to the money that was to be allocated for the construction 
of roads, the entire amount would be furnished by the 
Government and no part of it would be reimbursed. 

Mr. VINSON of Kentucky. There is no loan feature in 
connection with the road appropriation. 

Mr. McCLINTIC. I was just wondering whether the 
Recorp should show that it is the intention of this legisla- 
tion to give 30 percent to any project, or whether there is 
a loan on the part of the Government so that the munici- 
pality or other subdivision of government could get 70 per- 
cent, and have this in addition, with the thought that it 
should be repaid. 

Mr. COOPER of Tennessee. If the gentleman will turn to 
page 21 of the hearings he will see that I asked that specific 
question of Mr. Douglas, Director of the Budget, who was 
appearing in support of this bill and was explaining it. 1 
asked Mr. Douglas this question: 

Mr. Cooper of Tennessee. I should like to have your interpreta- 
tion of the term “ grant.” 

ae Dovatas. A grant is an outright grant, requiring no repay- 
ment. 

Mr. Cooper of Tennessee. Is it an outright grant or gift? 

Mr. Dovctas. Yes; an outright grant or gift. 

Mr. COX. Will the gentleman yield to me? 

Mr. DOUGHTON. Yes; I yield to the gentleman from 
Georgia. 

Mr. COX. Since the gentleman has the record before 
him, would he mind informing the House how the committee 
arrived at the figure of $3,300,000,000 to be appropriated? 
Did the gentleman’s committee have before it the projects 
intended to be included and the estimated cost of them, 
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from a consideration of which they arrived at a determina- 
tion of the figure of $3,300,000,000? 

Mr. COOPER of Tennessee. If the chairman will yield to 
me a moment, I may say that I propounded exactly the 
same question to Mr. Douglas, and his reply was that a care- 
ful survey had been made throughout the country, and the 
result of it showed that there were useful and needful public- 
work activities throughout the country on the part of States, 
municipalities, and so forth, which aggregated about $2,000,- 
000,000, and then the survey further showed that Federal 
public works could profitably be undertaken to the extent of 
about $1,300,000,000, and the aggregate of these two esti- 
mates makes up the $3,300,000,000. 

Mr. COX: I presume the gentleman’s committee had be- 
fore it these surveys to which the gentleman refers; and if 
this is true, would the gentleman mind inserting them in the 
Recorp for the information and benefit of the House? 

Mr. DOUGHTON. In this connection, if the gentleman 
has read the message of the President, which was read from 
the desk here, he knows that the President himself stated 
that a careful survey had been made. The President knows 
what he is talking about when he refers to a survey, and I 
am sure had it made by someone who is competent. He 
said that a thorough and careful survey had been made, 
and it was his opinion and judgment that $3,300,000,000 is 
necessary for this program of rehabilitation. The gentle- 
man will find that in the message of the President of the 
United States. : 

Mr. TREADWAY. Will the gentleman yield? 

Mr. DOUGHTON. I yield. 

Mr. TREADWAY. I think, Mr. Chairman, this can be 
cleared up very easily by reading two lines from the Presi- 
dent’s message to Congress. 

Mr. DOUGHTON. That is what I was referring to. 

Mr. TREADWAY. The President said, and I am quoting 
from the President’s message on the first page of the com- 
mittee report: 

A careful survey convinces me that approximately $3,300,000,000 
can be invested in useful and necessary public construction, and 
at =~ same time put the largest possible number of people to 
work. 

Mr. DOUGHTON. When interrupted, I had reached the 
gasoline tax, against which there seems to be more wide- 
spread and universal objection or complaint, if propaganda 
is evidence of the feeling of the country, than any other tax 
that we have proposed in this bill. 

As I understand, the gentlemen of the minority will offer 
a motion to recommit proposing to substitute a general man- 
ufacturers’ sales tax in lieu of the taxes or part of the taxes 
we have proposed, and I violate no confidence in saying that 
in our committee it appeared that probably the alternative 
to a tax on gasoline would be a manufacturers’ sales tax. 

I agreed to this tax very reluctantly. I voted against the 
present revenue bill which was enacted at the last session of 
the Congress, and one of the reasons was that it contained a 
gasoline tax. I have never thought it was a tax which 
should be used except in an emergency such as now exists: 
but if we take into consideration that the alternative would 
be a sales tax which would apply to gasoline, to automobiles, 
to accessories and parts, tires and tubes, to trucks, to trac- 
tors, and to everything that gasoline is used in connection 
with, and in addition would apply to every article in the 
home and on the farm and is a tax that would be paid by 
the gasoline users, I am sure we will realize that if a sales 
tax were adopted in lieu of the tax of three quarters of a 
cent on gasoline, it would be more than 10 times as burden- 
some, more than 10 times as great, and more than 10 times 
as harsh as a three fourths of a cent tax on gasoline. 

Oh, they say, you are pyramiding this gasoline tax and it 
is a sales tax. Well, it is not a sales tax that covers every 
article used in the home and on the farm. Those who are 
complaining of the gasoline tax must keep in mind that a 
sales tax is the alternative, and as between the two this 
gasoline tax would be so negligible as not to admit of com- 
parison in its burdens with a general sales tax. 
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Mr. GIBSON. Will the gentleman yield? 

Mr. DOUGHTON. I yield. 

Mr. GIBSON. The gentleman is speaking of the gasoline 
tax. When that matter was before the House we adopted a 
rider or amendment that transferred the electrical-energy 
tax from the consumer to the producer. What is the pur- 
pose of the committee with reference to that? 

Mr. DOUGHTON. Has the gentleman read the report on 
the bill? 

Mr. GIBSON. I have; yes. 

Mr. DOUGHTON. Does the gentleman not understand 
it? 

Mr. GIBSON. Not exactly. 

Mr. COOPER of Tennessee. Let me say to the gentle- 
man from Vermont that I made a statement this morning 
in the discussion on the rule that the committee would offer 
an amendment accomplishing that same thing. In other 
words, they would offer an amendment similar to the Whit- 
tington amendment. 

Mr. GIBSON. I thank the gentleman. I am sorry I was 
not present when he made the statement this morning. 

Mr. TREADWAY. Will the gentleman yield to me? 

Mr. DOUGHTON. I yield. 

Mr. TREADWAY. I want to say, in reference to this 
matter, that for 2 weeks there has been a deadlock between 
the two bodies on that item and the members of the Ways 
and Means Committee have been extremely busy with this 
legislation. But an amendment was agreed upon this morn- 
ing covering the electrical-energy tax just as the House 
passed it originally. 

Mr. WHITTINGTON. Will the gentleman yield? 

Mr. DOUGHTON. I yield. 

Mr. WHITTINGTON. In connection with the gasoline 
tax, the House passed the amendment, and it is now in con- 
ference, reducing the postage on local letters from 3 cents 
to 2 cents. May I ask if the committee has made provision 
for that? 

Mr. DOUGHTON. There was no such understanding 
reached by the committee. We have full faith that an 
agreement will be reached on the bill now in conference 
between the Senate and the House. 

Mr. TREADWAY. Does not the gentleman think it would 
save time to tell the gentleman from Mississippi that the 
committee instructed its experts to draft and put in proper 
form an amendment for that purpose? It is a pretty com- 
plicated thing to take an item out of a conference report 
and reword it, and that is what we have asked the experts 
to do between now and tomorrow morning. 

Mr. DOUGHTON. That statement was made by the gen- 
tleman from Tennessee [Mr. Cooper] this morning. 

Mr. VINSON of Kentucky. May I ask the gentleman if 
there is any disagreement between the House and the Senate 
in respect to the postal reduction? 

Mr. DOUGHTON. None at all. 

Mr. VINSON of Kentucky. The gentleman from Massa- 
chusetts does not mean to say that the committee contem- 
plates any amendment with reference to the postal rates? 
The amendment to which the gentleman refers is the one 
dealing with electrical energy. ‘Then there will be an- 
other amendment in regard to net losses that will wipe 
out and eliminate the carry-over of 1 year in individual, 
partnership, and corporate income; but there has been no 
agreement yet in respect to an amendment that will affect 
postal rates. 

Mr. WHITTINGTON. My question was, Is it not con- 
templated that before this bill shall finally pass that the 
provisions of this act will be so modified that the reduced 
stamp taxes will be embodied in the current legislation, in- 
asmuch as if has not been brought forward either in the 
bill or in the suggestions made? 

Mr. TREADWAY. Mr. Chairman, I think it is unfair 
to interrupt the chairman’s regular address in relation to 
matters not actually in the bill. The gentleman from Mis- 
sissippi [Mr. Wurrrmcton] has been assured by all of us 
that the electrical-energy matter is being taken care of 
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and that is all that ought to be brought up at the present 
time. Let us do one thing at a time and listen to the chair- 
man's address. 

Mr. CELLER. Mr. Chairman, will the gentleman yield? 
There are some things, I think, which should be clarified 
about title I. 

Mr. DOUGHTON. Has the gentleman read the report? 

Mr. CELLER. Yes; but there are some matters that 
ought to be cleared up. For example, can there be different 
codes of practice for one given industry in different parts 
of the country? For instance, take the textile industry. 

Mr. DOUGHTON. I yield to the gentleman from Ken- 
tucky [Mr. Vinson] to reply to that question as he is a 
lawyer. 

Mr. VINSON of Kentucky. Mr. Chairman, that question 
was submitted to Mr. Douglas, to Senator Wagner, to Mr. 
Richberg, and in each instance they said positively that they 
could have different codes as affecting the same industry in 
different sections of the country. 

Mr. CELLER. What is meant by the language?— 

The President may differentiate according to the experience and 
skill of the employees affected in accordance with the locality of 
employment. 

What is meant by “locality of employment ”? 

Mr. VINSON of Kentucky. The very thing, as I under- 
stand it, to which the gentleman directed his former inquiry. 
That is, the geography of the country, where different busi- 
ness conditions exist. 

Mr. CELLER. Is there any question but that these agree- 
ments that may be entered into by trade groups may provide 
for the fixing of prices? 

Mr. VINSON of Kentucky. I do not understand the ques- 
tion. 

Mr. CELLER. Can the textile industry get together or the 
tanners get together or the manufacturers of shoes get to- 
gether and under this agreement that is spoken of in title I 
fix the prices of their commodities? 

Mr. VINSON of Kentucky. I do not find anything in here 
in which that is specifically authorized. As a matter of fact, 
it affects the hours of labor, minimum pay, and the working 
conditions in the particular industry. They are required to 
be in the voluntary and unlimited code as well as in the 
limited code. 

Mr. CELLER. There is nothing in the bill which says 
that you cannot by these agreements fix prices, and, there- 
fore, is the inference to be drawn that prices may be fixed? 

Mr. DOUGHTON. Mr. Chairman, I regret that I cannot 
yield further. 

Mr. COX. Mr. Chairman, will the gentleman yield to me 
to ask a question? 

Mr. DOUGHTON. Yes. 

Mr. COX. Is the gentleman in a position to deny that 
this is a price-fixing scheme? Under the provisions of the 
bill, cannot these industries that enter into these agreements 
fix the prices of their commodities? 

Mr. VINSON of Kentucky. As I read this bill, under the 
code of fair competition, whether it be voluntary or involun- 
tary, the agreements made among the labor industries or 
among the industrial concerns, deal with the maximum hours 
of labor, the minimum pay, and the working conditions. 
These factors enter into the completed cost of the article, 
but, so far as the bill being a price-fixing bill, I do not 
regard it as such. 

Mr. COOPER of Tennessee. It has all to be approved by 
the President of the United States. 

Mr. CELLER. Personally, I believe that the dissatisfac- 
tion of the antitrust decisions of the Supreme Court has 
always been to the effect that there was inability to arrange 
something akin to price fixing, and unless you have some 
price fixing, you will have the same objection to this bill 
that the manufacturers throughout the country are leveling 
against the interpretation by the Supreme Court of the 
Sherman Act. You must have price fixing, otherwise you 
destroy the purpose of the bill. 

Mr. SHALLENBERGER. In reply to the question of the 
gentleman from New York (Mr. CELLER], I recall in the hear- 
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ings that we had Mr. Harriman, the president of the United 
States Chamber of Commerce, before us, and I brought up 
that particular question. It was stated by him and agreed 
to, I think, and understood by the committee that whatever 
price fixing or rules or regulations are brought into this 
matter are entirely under the direct control of the President 
of the United States, and we give him authority through this 
administrator to regulate this matter so that it will not 
affect adversely the interest of the people but will also help 
industry. 

Mr. COX. Is not that price fixed temporarily? 

Mr. SHALLENBERGER. To whatever extent it is granted. 

Mr. CELLER. Will the gentleman yield for one further 
question? 

Mr. DOUGHTON. I yield. 

Mr. CELLER. I hope the members of the committee will 
be candid about this matter. I think they ought to admit 
that there is a possibility and a probability that these agree- 
ments might fix prices, but they must be approved at first 
hand by the President of the United States. That is the way 
I read this bill. There is nothing short of that. 

Mr. VINSON of Kentucky. You may have an increase in 
the commodity price that a fair price for the product might 
be secured. If you are going to increase labor costs on & 
fair competitive basis, you may have some increase in the 
price in a given product. It may eliminate cutthroat com- 
petition. You may be able to put men back to work who 
cannot work now because of cutthroat competition, but I 
maintain there is nothing in this bill to say that it is a 
price-fixing bill, as such. 

Mr. CELLER. If we can cut out the cutthroat competi- 
sgn by fixing the price, let us do it. I am heartily in favor 
of it. 

Mr. DOUGHTON. Mr. Chairman, I decline to yield fur- 
ther. It is unjust to other members of the committee who 
desire time to speak on this bill. 

The CHAIRMAN. If the gentleman yields to his col- 
leagues, the Chair cannot interfere. The gentleman from 
North Carolina is recognized. 

Mr. DOUGHTON. Third, the increased tax on gasoline. 
This tax was reluctantly imposed. However, the fact that it 
has been imposed should not be held as indicating that the 
Federal Government intends to continue in this field. It 
is expected that eventually this source can be left exclusively 
to the States. Only the exigencies of the present justify 
this further temporary levy on gasoline. Moreover, it should 
be remembered that all the taxing provisions of the bill are 
only temporary and will be removed as soon as the increased 
revenues of the Government will permit, and there is no 
doubt in my mind that as a result of the operation of the 
act business will be so revived that no real burden from the 
tax provisions will ever be felt by the people and that in- 
creased revenues to the Government as a direct result of the 
operations provided for in the bill will many times offset the 
taxes it carries. 

If, as some have suggested, there is serious objection to 
the further pyramiding of taxes on gasoline, it should be 
remembered that no industry has more to gain from the 
operation of this measure, with its codes of fair practice, 
than has the now demoralized and helpless oil industry. 

There has been suggested as an alternative tax program a 
manufacturers’ sales tax, the chief merit of which is said to 
be that it would have a wider spread and therefore would 
inflict a minimum of pain and resentment. It is true thata 
general sales tax would be somewhat concealed, as it would 
be incorporated in an insidious system and therefore diffi- 
cult of abandonment in the future. But such a tax falls 
with equal force upon people with part-time employment or 
no employment at all. It would weigh heavily on those not 
immediately benefited by the inauguration of a recovery 
program. Those who will benefit most by the measure 
should be prompted by their sense of fairness as well as their 
self-interest to assume the heaviest portion of the burden; 
and since it is an investment that should bring dividends in 
the way of benefits far in excess of the taxes they will pay, 
they should be reconciled to the tax burden involved. 
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Those who are connected with the motor industry should 
reflect that a general sales tax would not only reach gaso- 
line, but the automobile, the truck, the tractor, parts and 
accessories, and thus would by far exceed the tax on gaso- 
line. It would also attach to every article consumed on the 
farm or in the home. It is true that those who favor a gen- 
eral sales tax seem to think it would be helpful to them in 
getting it adopted, to exempt food, clothing, and medicine. 
At heart they, in fact, believe in no exemptions. What justi- 
fication is there in exempting food and tax the stove it is 
cooked on, the linen and the table from which it is eaten, 
the knives, forks, spoons, and dishes; the bedding and all 
the furniture in the home and every farm implement used 
in producing the food? 

It would also tax every board and nail and every brick 
and every ounce of cement going into the home—all vital 
necessities in human existence. We might just as well have 
a sales tax without exemptions and at a lower rate. It 
would be preferable to one with a high rate and few ex- 
emptions. The proffered exemption of food and clothing is 
nothing but a lure to deceive the people. 

Four hundred million dollars specified in this bill is to be 
expended on road construction and road improvement, not 
only on the great through highways, but also on the sec- 
ondary roads and market roads. Four hundred million dol- 
lars is to be expended, designated or specified in this bill, 
which will directly more than reimburse those who pay the 
taxes on gasoline. 

Those who seem to think that a general sales tax would 
be more acceptable than the small increase on gasoline 
should consider the provisions of section 204 of this bill, 
which provide for the spending of as much as $400,000,000 
on Federal-aid highway systems and extensions thereof into 
and through municipalities and the removal of the hazards 
of highway traffic. This is extended to lateral or feeder 
roads, and the funds so expended need not be matched by 
the States. The benefits that will inure to the motor in- 
dustry and to the oil industry from the operation of this 
feature of the measure alone will be manifold, and in fact 
will exceed many times the amount of the tax that will be 
paid on gasoline. So there can be no just grounds for com- 
plaint against this emergency tax for the purposes for which 
it is levied. 

Now, in conclusion, ladies and gentlemen, I desire to em- 
phasize this fact: This is an administration measure. The 
President has requested its enactment and he considers it 
necessary in carrying forward his great relief and rehabilita- 
tion program. Under his wise and courageous leadership an 
almost miraculous change has already occurred. This phe- 
nomenal revival and recovery, now apparent on every hand, 
was beyond our fondest expectations a short while ago. From 
every section of the country are coming the welcome tidings 
of better business, better times. Renewed hope and confi- 
dence have superseded gloom and despair and, my friends, 
I feel that anyone who tries to deny the President this 
essential measure—this weapon of warfare on the economic 
scourge from which we have suffered so long—is assuming 
a terrible responsibility. The chatter and hair-splitting 
about the Constitution will find little sympathy among the 
American people. They trust our President; they know he 
has started somewhere and is getting somewhere. He is 
walking a tightrope; and the one who shakes that rope, the 
one who tries to defeat the wise thought and plans of the 
President, will discover that the sentiment of the American 
people will severely condemn such course. 

Let us continue to go forward and complete the entire 
program. Let us look to ourselves that we lose not the 
things that have been wrought, but receive the full reward 
by completing in letter and spirit the Presidents entire 
program. [Applause.] 

Mr. STRONG of Texas. Will the gentleman yield? 

Mr. DOUGHTON. I yield. 

Mr. STRONG of Texas. Mr. Chairman, I am opposed to 
the bill. I ask unanimous consent to have my remarks 
extended in the RECORD. 
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The CHAIRMAN. Without objection, it is so ordered. 

There was no objection. 

Mr. STRONG of Texas. Mr. Chairman, on May 17 the 
President sent a message to Congress asking for a tempo- 
rary tax levy to pay the bonds which is intended shall be 
issued for the purpose of raising $3,300,000,000 for reemploy- 
ment of our citizens. Among other things the President’s 
message says: 

The taxes to be imposed are for the purpose of providing re- 
employment for our citizens. Provision should be made for their 
reduction or elimination; first, as fast as increasing revenues from 
improving business become available to replace them; second, 
whenever the repeal of the eighteenth amendment, now pending 
before the States, shall have been ratified and the repeal of the 
Volstead Act effected. The pre-prohibition revenue laws would 
then automatically go into effect and yield enough wholly to 
eliminate these temporary reemployment taxes. 

It is not my desire to take issue with our President, who 
is a sincere patriot striving to restore our country to pros- 
perity; but I feel it is my duty to present what I deem to be 
important facts concerning this measure. I am anxious to 
see all our unemployed citizens restored to profitable em- 
ployment, and I believe this session of Congress has already 
passed measures which will accomplish this by providing 
for expansion in the circulation of money. It is as impos- 
sible for business to exist without sufficient circulation of 
money as it is for the human body to live without sufficient 
circulation of blood; therefore when the circulation of money 
is stopped business is bound to die. The awful business de- 
pression now prevailing is caused for want of sufficient 
money in circulation. Congress has provided for this, and 
all that is necessary to bring about reemployment of all 
citizens is to put into effect the measures which Congress 
has enacted for this purpose. Proper circulation of money 
will revive all business, and this will aid people who are 
now idle in securing profitable employment. Therefore it 
is unnecessary to issue interest-bearing bonds to bring relief 
to the people. The interest on such bonds would cost the 
people more than $100,000,000 annually, besides the extra 
burden of taxes in order to secure money with which to pay 
these bonds. 

It is said if the eighteenth amendment is repealed the 
taxes derived from the liquor traffic would be sufficient to 
pay the bonds issued for the purpose of securing money for 
the reemployment of our citizens. This statement may be 
correct. If the eighteenth amendment is repealed, the taxes 
paid by the liquor traffic may bring enough revenue into the 
United States Treasury to pay the bonds, but the records 
will show when business is good much more revenue is paid 
into the United States Treasury since the adoption of the 
eighteenth amendment than prior thereto. In the year 1914 
the liquor traffic was highly prosperous. The total revenue 
of the United States Government for that year was $1,045,- 
628,955, while in 1929, which was the beginning of the 
present depression, the revenue was $4,036,219,000, a gain of 
about 400 percent under national prohibition of the revenue 
of the United States. That is not all. The bank deposits 
increased from 22 billions to 40 billions, in savings banks 
from 9 to 28 billions. The national income increased from 
36 billions to 70 billions. The average income per capita in- 
creased from $360 to $562. This is positive proof that na- 
tional prohibition is not the cause of the depression as the 
advocates of repeal would have us believe. It is also a glar- 
ing fact the “wet” nations of Europe have suffered much 
more from the depression than has the United States. All 
of which positively proves if our Government will bring 
back prosperity by correcting our money system, national 
prohibition will aid 400 percent more in sustaining the pros- 
perity than will the liquor traffic. Therefore, from a finan- 
cial standpoint alone, it would be a crime to repeal the 
eighteenth amendment. This alone is sufficient reason for 
retaining national prohibition for all time, but there are 
many, a great many, good and sufficient reasons why the 
eighteenth amendment should not be repealed. Prohibition 
is based on the fact that intoxicating liquor is exceedingly 
harmful and has been a menace to our country from the 
time our Government was founded. 
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In the early history of our Nation there occurred what is 
known as the Whisky Rebellion.“ The cause of this upris- 
ing was the levying of a tax by the Government upon the dis- 
tilling of intoxicating liquor. The distillers refused to pay 
this tax, and when Government officials undertook to collect 
same they were assaulted in a malicious manner, while some 
were murdered. President Washington dealt with this crim- 
inal uprising very promptly by sending 15,000 soldiers into 
the rebellious district, whereby the outlawry was prompily 
abated, and several hundred soldiers remained in the dis- 
trict for some time to prevent the return of law violation. 
Many of the perpetrators of these crimes were arrested and 
convicted of treason, while others fied from the country. 
History telis us this was the first rebellion against the 
authority of our Government, and the promptness with 
which President Washington dealt with this unlawful up- 
rising caused great respect for the laws of the land, and 
there was rest from the unlawfulness of the liquor traffic 
for a time. 

History records another dastardly crime against govern- 
mental authority, which occurred during President Grant’s 
administration, known as the “ Whisky Ring.” Some high 
Officials of the United States Government were connected 
with this outlawry, and before their crimes were detected 
had defrauded the Government out of about $2,000,000. 

In the mountainous regions of several of the States the 
liquor interests for more than 50 years conducted illicit 
stills, and thereby defrauded the Government out of many 
millions of dollars of revenue. All I have stated is a mere 
beginning of the crime and ruin brought about by the liquor 
traffic. It has destroyed more people than all the wars of 
the world, dotted our Nation with drunkards’ graves from 
the Great Lakes on the north to the Gulf of Mexico on the 
south and from the Atlantic on the east to the Pacific on 
the west. 

It has destroyed millions of homes, cheated children out 
of food and clothing and deprived them of an education. 
Its saloons were headquarters for all classes of criminals. 
There has never been a day when the liquor traffic showed 
any respect for law, and not one good act can be placed to 
its credit; its entire career has been a menace and a crime 
against mankind. 

Henry W. Grady, one of the greatest newspaper editors, 
orators, and statesmen the world has ever known, speaking 
to the people of his own city, Atlanta, Ga., concerning the 
liquor traffic, said: 

My friends, hesitate before you vote liquor back now that it is 
shut out. Do not trust it. It is powerful, aggressive, and uni- 
versal in its attacks. Tonight it enters an humble home to strike 
the roses from a woman’s cheek. Tomorrow it challenges this 
Republic in the Halls of Congress. Today it strikes a crust from 
the lips of a starving child. Tomorrow it levies tribute from the 
Government itself. There is no cottage humble enough to escape 
it, no place strong enough to shut it out. It is flexible to cajole 
but merciless in victory. It is the mortal enemy of peace 
order. It is the despoiler of men, the terror of wo < 
cloud that shadows the faces of children. 
has dug more graves dgmen 
than all the pestilences that have wasted life since God sent th 


plagues to Egypt, and all wars that have been fought since 
Joshua stood beyond Jericho. 

Oh, my countrymen, loving God and humanity, do not bring this 
grand old city again under the dominion of that power! It can 
profit no man by its return. It can uplift no industry, revive no 
interest, remedy no wrong. You know that it cannot. It comes 
to destroy, and it shall profit mainly by the ruin of your sons and 
daughters, or mine. It comes to mislead human souls and to 
crush human hearts under its rumbling wheels. It comes to con- 
vert the wife’s love into despair and her pride into shame. It 
comes to still the laughter on the lips of little children. It comes 
to stifle all the music of the home and fill it with silence and deso- 
lation. It comes to ruin your body and mind. It comes to wreck 
your home. And it knows that it must measure its prosperity by 
the swiftness and certainty with which it wrecks. 


NOW WILL YOU VOTE IT BACK? 


The liquorites revile ministers of the gospel. I believe the 
minister is as much entitled to the privileges of citizenship as 
the brewer or any other manufacturer or dealer in liquors. 
The minister respects and obeys the laws of our country, and 
his influence isfor good. He is against crime and any insti- 
tution which produces crime. This naturally aligns the 
minister against the liquor traffic. : 
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No greater indictment can be made against the liquor 
traffic than is found in the following by that great orator 
and agnostic, Robert G. Ingersoll, who did not believe in the 
Christian religion. Read what he said 30 years before 
prohibition was adopted: 

I am aware that there is prejudice against any man engaged in 
the manufacture of alcohol. I believe that from the time it 
issues from the coiled and poisonous worm in the distillery until 
it empties into the hell of death, dishonor, and crime it de- 
moralizes everybody that touches it, from itg source to where it 
ends. I do not think anybody can contemplate the subject with- 
out becoming prejudiced against the liquor crime. 

All we have to do, gentlemen, is to think of the wrecks on either 
bank of the stream of death—the suicides, the insanity, the pov- 
erty, the ignorance, the destitution, the little children tugging at 
the faded and weary breasts, weeping and wives asking 
for bread, talented men of genius it has wrecked, the struggling 
men with imaginary serpents produced by the devilish thing. And 
when you think of the jails, the almshouses, the asylums, the 
prisons, the scaffolds, I do not wonder that every thoughtful man 
is prejudiced against this stuff called alcohol. 

Intemperance cuts down youth in its vigor, manhood in its 
strength, and age in its weakness. It breaks the father’s heart, 
bereaves the doting mother, extinguishes the natural affections, 
erases conjugal love, blots out filial attachments, blights parental 
hope, and brings down mourning age in sorrow to the grave. It 
produces weakness, not strength; sickness, not health; death, not 
life. It makes wives, widows; children, orphans; fathers, fiends; 
and all of them paupers and beggars. It feeds rheumatism, it 
nurses gout, welcomes epidemics, invites cholera, imports pesti- 
lence, embraces consumption. It covers the land with idleness, 
with misery, and with crime. It fills your jails, supplies your 
almshouses, floods your asylums. It engenders controversies, fos- 
ters quarrels, cherishes riots. It crowds your penitentiaries, fur- 
nishes victims for your scaffolds. It is the lifeblood of the gam- 
bler, the inspiring element of the burglar, the prop of the high- 
Wayman, the support of the midnight incendiary. It countenances 
the liar, respects the thief, cheers the blasphemer. It violates 
obligations, reyerences fraud, honors infamy. It defames be- 
nevolence, hates love, scorns virtue, slanders tnnocence. It incites 
the father to butcher his helpless offspring, helps the husband to 
massacre his wife, and the child to grind the patricidal ax. It 
burns up men, consumes women, detests life, curses God, despises 
heaven. It suborns witnesses, nurses perjury, defiles ermine. It 
degrades the citizen, debauches the legislator, dishonors statesmen, 
disarms the patriot. It shame, not honor; brings terror, 
not safety; brings despair, not hope; brings misery, not happiness. 

And with the malevolence of a fiend it calmly surveys its 
frightful desolation. Not satisfied with its havoc, it poisons 
felicity, kills peace, ruins morals, blights confidence, slays reputa- 
tion, wipes out national honor. It then curses the world and 
laughs at its ruin. It does that and more—it murders the soul. 

The liquor business is the sum of all villainies, father of all 
crimes, mother of abominations, the devil's best friend, and God's 
worst enemy. 

We cannot afford to permit it to come back. One of the 
greatest crimes known to all history would be for this Gov- 
ernment of ours to again legalize the liquor traffic. The 
liquor interests claim more liquor is used now than before 
the adoption of the eighteenth amendment. It is scarcely 
worth the time to undertake to refute this statement, for 
those who knew conditions prior to the adoption of national 
prohibition know there is no truth in such statement, for 
there is not one hundredth part of the liquor consumed now 
as in the days when the liquor traffic was in full sway. 

It is also well known there has been a powerful effort to 
make national prohibition a failure, and millions of dollars 
have been spent in printing and distributing untruths and 
all kinds of malicious propaganda in regard to the supposed 
failure of prohibition. National prohibition was adopted 
after the warfare against the liquor traffic had been carried 
on for about 100 years. During this time an educational 
campaign was in continual progress bringing to the people 
the truths concerning the awfulness of the liquor traffic, and 
on account of these truths national prohibition was adopted. 

After this warfare had ended and national prohibition was 
made a part of the Constitution and laws of our Nation the 
victors in this great battle felt the war was over, and cer- 
tainly the public officials of the Nation whose duty it was to 
uphold the Constitution and demand obedience to all laws 
would faithfully perform such plain duties, and peace would 
reign supremely, and the homes, the manhood, womanhood, 
and childhood of the Nation would be safe from the on- 
slaughts of the liquor traffic. 

Soon after national prohibition was adopted an adminis- 
tration came into power at Washington to administer our 
Government’s affairs. The outstanding individuals of this 
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administration were the greatest criminals the world has 
ever known. They were opposed to national prohibition, 
naturally so, and said to the bootlegger: The country is 
open to you. Depredate to the fullest extent.” The boot- 
legger developed into a bank robber, highjacker, racketeer, 
kidnaper, housebreaker, and all class of criminals, because 
our National Government was being administered by the 
greatest criminals of all the world. Then the “ wet” news- 
papers, wet organizations began to flood the country with 
malicious and false propaganda as to the failure of national 
prohibition. All this, backed by the national administration, 
which was aiding in all ways possible to cause prohibition to 
fail, makes one wonder at the great achievements, which I 
have already stated, of national prohibition. In this con- 
nection I can further state, since the adoption of national 
prohibition, hundreds of thousands of children are attend- 
ing school who could not attend before, because the liquor 
traffic took the money that should have been used in buying 
food and clothing for these children. Our universities and 
colleges are crowded with young men and young women since 
the adoption of prohibition. These facts alone should cause 
every voter in this Nation to vote against the repeal of the 
eighteenth amendment. 

Owing to the unscrupulous manipulation of the finances 
of the Nation by a few dishonest financiers, which has 
caused the awful depression now prevailing, the liquor inter- 
ests are loudly shouting that prohibition is the cause, and 
claiming the repeal of the eighteenth amendment will lower 
taxes and cause prosperity to return. This is positively dis- 
proved, as I have already shown from the records. Prior to 
this depression, which the malicious financial manipulators 
brought on, the revenues of the Government, under national 
prohibition increased 400 percent. As I have already stated 
Congress has provided for bringing back prosperity with- 
out issuing interest-bearing bonds to burden the people with 
hundreds of millions of dollars annually for interest pay- 
ments on the bonds and without increasing taxes. So there 
is no reason why national prohibition should be repealed to 
remedy the tax burden except to relieve the multimillion- 
aires from income taxes and place that burden on the con- 
sumers of liquor, which burden would fall upon suffering 
women and children of the Nation. A thousand times bet- 
ter would it be to allow national prohibition to continue, 
and have the millionaires continue paying the taxes instead 
of placing the burden on poor women and children, which 
would deprive them of food and clothing, and cheat the 
children out of an education. The liquor interests are rais- 
ing a great howl about reduction of taxes. Let us not be 
deceived. The repeal of national prohibition will not bring 
relief, but the correction of the money system which Con- 
gress has provided for will bring permanent relief and make 
it impossible for such depressions as now exist ever to return. 

There are three institutions which were established by the 
Supreme Ruler of this universe. These are the home, the 
school, and the church, and these must exist and prosper in 
order for civilization and governments to exist. The liquor 
traffic stands against all these when it fosters the saloon, 
gambling den, and house of prostitution; therefore, no gov- 
ernment can afford to license such an institution as the 
liquor traffic in order to raise revenue.. This would cause 
our Government to be guilty of all crimes which will cer- 
tainly be fostered by the liquor traffic. 

There is a liquor rebellion on today of much larger pro- 
portions than the one which occurred during President 
Washington’s administration, but we have much greater fa- 
cilities for suppressing the rebellion than did President 
Washington, and the liquor rebellion can be exterminated 
today just as surely as it was during the administration of 
President Washington. I am unwilling to admit the crimi- 
nal element of our Nation possesses more power than the 
United States Government. If it does we have no govern- 
ment, but anarchy exists. I will not admit this, and all that 
is necessary to bring order out of chaos is to act with the 
promptness and determination which characterized Presi- 
dent Washington’s methods in dealing with the outlaws of 
the liquor traffic, and our Constitution and laws will again 
reign supreme. 
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No one will deny the right of any upright, law-abiding 
citizen to advocate the repeal of any section of the Constitu- 
tion or any laws of the United States. But there is a correct 
rule of law and justice as old as time itself which prohibits 
individuals, organizations, magazines, newspapers, or any 
other faction from maliciously creating a situation and 
then undertaking to profit thereby. 

It is well known there has been a tremendous effort, backed 
mainly by the brewers and other liquor interests, to cause 
national prohibition to fail. There have been millions of 
dollars spent in this effort by the same element now seeking 
to repeal national prohibition, and under all rules of justice 
and right they are prohibited from asking for this repeal. 
They are a shrewd bunch and liable, by their hypocritical 
claims, to deceive many who fail to ascertain the truth for 
themselves. They are bringing on the repeal elections first 
in States which are overwhelmingly wet and have always 
been. Then they publish in flaming headlines in the news- 
papers throughout the Nation a certain State has repudiated 
the eighteenth amendment, when, in fact, such State had 
never fayored same. But this is characteristic of the liquor- 
traffic advocates. They have never been sincere, fair, and 
out in the open with the truth. 

I am not a preacher; I wish I were; neither am I the son 
of a preacher; but I will say the teachings of the Man of 
Galilee, the Savior of men, if strictly adhered to would 
settle every issue before the people and settle it right. 
Then we would really have a government of the people and 
for the people. This does not mean the union of church and 
state; everybody is opposed to that; but I do mean that 
righteousness should prevail; that we should bring our 
politics up to patriotism, our citizenship up to Christianity, 
and our ballot up to the Bible” and vote against repeal of 
the eighteenth amendment, thereby prohibiting our Govern- 
ment’s granting license to the liquor traffic, which traffic has 
nothing but crime, shame, degradation, and ruin to its credit. 

Mr. HOEPPEL. Will the gentleman from North Carolina 
yield? I should like to ask several questions of general 
interest. 

Mr. DOUGHTON. I will not have time. I cannot yield 
for general questions. 

Mr. HOEPPEL. Well, I want to ask this question: Is 
there anything disclosed in the hearings to indicate what 
would be the minimum wage scale for labor? 

Mr. DOUGHTON. I do not know that anything was dis- 
closed as to what would be considered as a minimum wage, 
but it is provided for a minimum wage and maximum 
hours. I presume that would be left to the administrator, 
and that the President will appoint a competent adminis- 
trator and that he will take care of that situation. 

Mr. HOEPPEL. Was there anything disclosed in the 
hearings as to whether or not if a man refused to work at 
the minimum wage he would be imprisoned, as they were in 
1920 when the railroads were under Government operation? 

Mr. DOUGHTON. Oh, I do not yield for such a question. 

Mr. HOEPPEL. I should like the gentleman to answer 
that question. 

Mr. DOUGHTON. Oh, it would take a month to answer 
all of such questions. Has the gentleman read the bill and 
read the report? 

Mr. HOEPPEL. I have read the bill. 

Mr. DOUGHTON. The gentleman can come to his own 
conclusion about it, from what is in the report and in the 
bill. There would be a thousand of other things the gentle- 
man would like to know and 10,000 others he would need 
to know. I do not yield further, Mr. Chairman. 

Mr. PETTENGILL. Will the gentleman yield to me for 
a question? 

Mr. DOUGHTON. I yield to the gentleman. 

Mr. PETTENGILL. Am I correct in understanding that 
a changé has been made in the tax on the moving-picture 
industry? 

Mr. DOUGHTON. There is nothing carried in this bill 
as to the tax on moving pictures, unless it is carrying for- 
ward the tax for 1 more year. All of these excise taxes 
are extended for 1 year. 
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Mr. WHITTINGTON. Mr. Chairman, will the gentleman 
yield? 

Mr. DOUGHTON. I yield. 

Mr. WHITTINGTON. Respecting the inquiry I made a 
few minutes ago regarding postage, I am advised by Mr. 
PARKER, of the Joint Committee on Taxation, that there is 
nothing in this bill extending the tax on stamps. There- 
fore, it is entirely satisfactory, and there should be no ref- 
erence to it in the bill. 

Mr. CHRISTIANSON. Mr. Chairman, will the gentleman 
yield? 

Mr. DOUGHTON. I yield. 

Mr. CHRISTIANSON. As I understand it, this is the 
President’s bill. Can the gentleman tell us whether the 
President is responsible for the provision in respect to taxes? 

Mr. DOUGHTON. I understand the President has put the 
responsibility on the Congress of raising the revenue needed 
under this bill. He has left to the Congress of the United 
States its constitutional right to say how this money shall 
be raised and what taxes shall be imposed. 

Mr. CHRISTIANSON. I understand, then, that the reve- 
nue provisions of the bill are offered on the responsibility 
of the committee only. 

Mr. DOUGHTON. As far as I know, that is true. 

Mr. KENNEY. Mr. Chairman, will the gentleman yield? 

Mr. DOUGHTON. I yield. 

Mr. KENNEY. My first concern is to put our people back 
to work. Does the gentleman know—or have any idea— 
just how soon we can get these public works under way after 
this bill is passed? 

Mr. DOUGHTON. They will be started just as soon as 
the organization can be set up. In my opinion, no time will 
be lost. This is an emergency measure to take care of an 
immediate need. Work will get under way just as rapidly 
as it is humanly possible to start it. 

Mr. KENNEY. The starting of the work will not wait 
upon the raising of revenue through these new taxes? 

Mr. DOUGHTON. Not at all. 

Mr. McFARLANE. Mr. Chairman, will the gentleman 
yield? 

Mr. DOUGHTON. I yield. 

Mr. McFARLANE. With regard to the public-works pro- 
gram, regarding the building of Federal buildings, which was 
eliminated under the Reforestation Act, can the gentleman 
tell us whether or not this program will be restored? 

Mr. DOUGHTON. That work was only suspended, but 
that is provided for in this bill. It is authorized. The 
funds administered for that purpose will be under the direc- 
tion of the President and those who administer the law. 
It comes under the provision of this bill, but I cannot state 
just how much money will be expended under it for public 
buildings. f 

Mr. McFARLANE. One further question. Is there any- 
thing in the bill with regard to whether the bonds that are 
to be issued are to be redeemable in gold? 

Mr. DOUGHTON. Has the gentleman read the bill? 

Mr. McFARLANE. I have read the bill. 

Mr. DOUGHTON. I can say nothing further than what is 
carried in the bill. 

The CHAIRMAN. The Chair advises the gentleman from 
North Carolina that he has consumed 1 hour. 

Mr. DOUGHTON. Mr. Chairman, I yield myself 2 addi- 
tional minutes. 

The CHAIRMAN. Without objection, the gentleman from 
North Carolina is recognized for 2 additional minutes. 

Mr. MOTT. Mr. Chairman, will the gentleman yield? 

Mr. DOUGHTON. I yield. 

Mr. MOTT. Is it the chairman’s idea that the money 
made available for road construction, $400,000,000 under 
this bill, is in lieu of the money which already bas been 
appropriated for construction of this nature? 

Mr. DOUGHTON. As I understand it, it is an additional 
appropriation. 

Mr. MOTT. It is an additional appropriation? 
Mr. DOUGHTON. Absolutely. 
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Mr. MOTT. Iam very glad to have this information, and 
I hope it is correct. 

Mr. TREADWAY. Mr. Chairman, may I call attention 
to the fact that in the former appropriation there was a 
matching process between the State and the Federal Gov- 
ernment which does not occur in the matter of this 
$400,000,000. 

Mr. DOUGHTON. That is not required in the present 
bill. 

Mr. TREADWAY. So that any grants to which the gen- 
tleman refers, previously made, are on the old basis, whereas 
this new grant is a complete donation from the Federal 
Treasury. 

Mr. DOUGHTON. As I understand, that is right. The 
authorization by the last Congress did not require the Fed- 
eral appropriation be matched by the State. 

Mr. COOPER of Tennessee. Mr. Chairman, will the gen- 
tleman yield? 

Mr. DOUGHTON. I yield. 

Mr. COOPER of Tennessee. I should like to invite at- 
tention to this language appearing in subsection (c) of sec- 
tion 202, page 12, which provides as follows: 

Projects of the character heretofore constructed or carried on 


either directly by public authority or with public aid to serve the 
in of the general public. 


This should include everything. 

Mr. KRAMER. On page 13, line 4, referring to the words 
“and amendments , does that refer to the amendments that 
have been made by the two bills that were passed yesterday 
or to subsequent amendments which will be created after 
this bill has been passed and signed by the President? In 
other words, the word “ amendments” in this bill does not 
specifically describe what amendments are referred to. 

Mr. COOPER of Tennessee. Of course, Mr. Chairman, 
that means any amendments that are made up to the time 
the law becomes effective. 

{Here the gavel fell.] 

Mr. TREADWAY. Mr. Chairman, I yield 10 minutes to 
the gentleman from Pennsylvania [Mr. Watson]. 

Mr. WATSON. Mr. Chairman, I voted to favorably re- 
port this bill out of the committee, but I made the reserva- 
tion that I would not, and could not, vote the measure into 
law. 

My main objection is the great increase of our national 
debt and also the increased revenue that must be paid as 
interest. Since the period of the war we reduced our na- 
tional debt by nearly $10,000,000,000, bringing it close to 
$17,000,000,000. Our national debt is now nearly $22,000,- 
000,000, and we are in that period of our financial history, 
during this depression, that taxes are becoming a great bur- 
den upon the American people, and not only a burden but a 
serious one because we are approaching that hour when we 
will have nearly reached our incapacity to pay. When we 
arrive at that period then we are pretty close to a capital 
tax, and a capital tax means the breaking down of our finan- 
cial structure. 

I believe there is more ill brought out in this bill than 
good. If we analyze the many constructive bills that have 
been enacted since the Seventy-third Congress convened, 
there has not been very great prosperity as the result; a 
little here and there to renew clothing and commodities; in- 
dustries have started to meet these demands. 

We cannot force prosperity by legislation. We have tried 
that, and it has been a failure. Wecan only bring prosperity 
by demand, and when there is demand there is prosperity. 
Look to England, if you please. They have had a dole since 
the war. Has prosperity commenced there? Has prosperity 
created any great wealth in Germany, and I dare not men- 
tion Russia, because Russia is not a nation that we can com- 
pare with the civilized nations of the world. 

I remember reading a statement by a historian that a 
ruler given autocratic power soon becomes a despot and a 
poor sovereign when he would probably have been a very good 
ruler if he listened to the legislative power. I do not allude 
to Mr. Roosevelt, because I am in sympathy with his en- 
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deavor. If he can bring prosperity, I will give him all the 
credit that is due him, but prosperity I fear is not in this bill, 
Dictators seem to be the political fashion of the hour. 

Following this bill we will have to increase our normal 
taxes, levy a tax on dividends, and also impose a gasoline 
tax. In time of peace, peace with ourselves and with all the 
world, we are imposing war taxes for the American people 
to pay. Is this good philosophy? Not as I understand 
economic methods. 

I am in favor of a manufacturers’ sales tax in preference 
to the taxes that are now in the bill. 

Two years ago a sales tax was reported from the com- 
mittee with a Democratic majority, but the bill failed of 
passage in the House. 

They have a manufacturers’ sales tax in Australia, in 
Germany, in France, and in Canada. The expert who came 
before our committee, who was also the expert in writing 
a sales tax bill for Australia and Canada, said our bill was 
the most perfect of all manufacturers’ sales tax written by 
any country. If you will recall, in Canada the manufac- 
turers’ sales tax at first was only 1 cent, but now it is 4. 
The farmers naturally were against the Canadian bill, but 
when they realized what they gained by it, they now favor 
it, although it is 4 cents. 

Iam rather surprised that this Congress has not the power 
or the ability to legislate. They have extended their power 
to the President. Ignoring the Constitution, a constitution 
upon which was builded the greatest Nation of all the 
world. Today our Nation is a world power, not by the 
dictatorship of the present, not by our weakness to legislate, 
but by the action of the past. 

Rienzi, when he was speaking to the Senators in Rome, 
in its period of decay, said: 

Where are those Romans, their power, 
prestige? 

We may ask the same question as to our forbears. 

Mr. BLACK. Will the gentleman yield? 

Mr. WATSON. I yield. 

Mr. BLACK. According to recent history, a Mr. Grundy 
wrote a tariff bill for Congress. Did the gentleman vote 
for it? 

Mr, WATSON. I want the gentleman to know that I 
voted for all tariff bills. I expect to vote for all tariff bills 
in the future, because I believe it is the only legislation that 
has brought prosperity to this country, and I know the gen- 
tleman thinks so, too. 

Mr. BLACK. The gentleman says that the Grundy tariff 
bill brought prosperity to the country? 

Mr. WATSON. There was no Grundy tariff bill. 

Mr. BLACK. The gentleman better read his history. 

Mr. WATSON. I know Mr. Grundy. He lives only a 
few miles from me. I know him better than the gentleman 
does. The gentleman has not even a speaking acquaintance 
with him. [Laughter.] 

[Here the gavel fell.] 

Mr. TREADWAY. Mr. Chairman, I yield 5 minutes to the 
gentleman from New York [Mr. TABER]. 

Mr. TABER. Mr. Chairman, I have supported to the best 
of my ability the economy bill which the President sent here. 
I have supported every other measure which he has recom- 
mended for recovery, but now we have before us an extrava- 
gant program of the President, and that I shall not follow. 

This bill proposes to spend $3,300,000,000 on public works 
which we do not need and cannot afford. They tell us it 
will put 6,000,000 men to work. Statistics show that it can- 
not put much more than one man to work for each $3,000 
spent. If you allow a little liberality in figures, you cannot 
get over 1,500,000 at the most, and you are going to spread 
that out over a period of a year and a half, and that makes 
approximately a million men. 

Why should we go ahead with such a program? What will 
it do besides waste money? It means throwing on the mar- 
ket, in addition to these things that already are provided 
for, of about $600,000,000 of bonds every 3 months. That 
is in addition to what we have previously provided for by 
the home loan bill and the farm loan bill, and so every 3 
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months you will depress the market with $750,000,000 in all 
of bonds of the United States. 

That will depress the prices of securities, the price of labor, 
and the price of commodities. It is a reactionary measure 
which we ought not to indulge in at such a time as this. 

The peculiarity of this is that other things are tied to this 
legislation. 

It is an industry-control proposition. This bill will de- 
stroy industry. It has nothing in store for us except the 
increase of importations of foreign commodities. 

Here is the situation. This bill will make a powerful 
appeal to Herr Hitler and Comrade Stalin; but after the 
American people have had a dose of it, it will arouse in them 
the spirit of freedom which has been stilled for some time, 
and again you will see a devotion to liberty that will lead 
us back to sound judgment and to prosperity later on. 
But this is a reactionary measure designed to prevent the 
return of prosperity, and to delay economic recovery. Let 
us turn down that kind of stuff and give America a chance 
to get back. [Applause.] 

Mr. TREADWAY. Mr. Chairman, I yield 5 minutes to 
the gentleman from Illinois [Mr. BRITTEN]. 

Mr. BRITTEN. Mr. Chairman, I was very glad to have 
the Chairman of the Committee on Ways and Means inform 
the House a few moments ago that the revenue-raising fea- 
ture of the bill did not come from the administration at 
the other end of Pennsylvania Avenue. That is the reason 
the rule providing for this legislation was almost defeated, 
as it should have been. With a majority of more than 200 
on the other side of the House, there was practically a tie 
vote for and against that rule. That was an evidence that 
you gentlemen on the Democratic side of the aisle under- 
stood the bill, understood the seriousness of the resolution, 
and that you were voting your own convictions, and I çon- 
gratulate you for it. The rule was a bad one, and it should 
have been defeated. 

I called to the attention of the House this morning the 
fact that taxes on incomes in the low brackets, such as 
usually apply to doctors, dentists, moderate-priced lawyers, 
and professional men in and out of the smaller cities, are 
increased in this legislation 50 percent, while the taxes of 
a gentleman, such as now being examined on the other end 
of the Capitol who is worth probably $250,000,000 or 
$300,000,000, is increased 2 percent in this bill, although in 
the last 3 or 4 years he has not paid any income tax. He 
says he did pay some to England, but not to the United 
States. 

Mr. GILCHRIST. He has given it to his friends. 

Mr. BRITTEN. He has distributed some of it to his 
friends, it is true. The increase in dividend taxes, intended 
to raise $83,000,000 additional taxes is in like proportion to 
the income tax increases in the bill, and let me suggest to 
you that the sole source of income of the average doctor, 
dentist, lawyer, teacher, professional man or woman gener- 
ally is dividends and bonds, but quite generally, dividends. 
Let us see what this bill does to their dividends in the lower 
brackets of $3,000, $4,000, $5,000, and $6,000, where there are 
today no tax assessments. Those taxes are increased from 
nothing to $210. In the $7,000, which is not a high bracket 
as incomes go, the tax in this bill is increased 3,000 percent. 
That is something to take home to your constituents and 
mine. In the $10,000 bracket the tax in this bill is increased 
1,500 percent; in the $14,000 bracket it is increased 700 per- 
cent, and so on down to finally when you get to the mil- 
lionaire bracket, the bracket of easy evasion, evidently, it is 
only 15 percent. My idea is that this list should be turned 
upside down, and that 3,000 percent increase should be 
tacked onto the million-dollar bracket. 

Mr. ROGERS of Oklahoma. That would yield a good deal 
more income, would it not? 

Mr. BRITTEN. Oh, yes; much more. 

Mr. McFARLANE. I should like the gentleman to tell us 
at this time what provision he would offer as a tax substi- 
tute? 

Mr. BRITTEN. Unfortunately I am not on the commit- 
tee; but if I had my way I would take all the increases in 
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the income taxes, gasoline, and otherwise, dividends, and 
so forth, that are provided in this bill and wipe them out 
and substitute for them a manufacturers’ sale tax leaving 
out clothing and foodstuffs. 

Mr. McFARLANE. At what rate? 

Mr. BRITTEN. At 1.8 per cent. 

Mr. McFARLANE. How much would that raise? 

Mr. BRITTEN. Two hundred and fifty million dollars, or 
plenty to accommodate the $220,000,000 or $230,000,000 that 
is necessary for the payment of interest and refunding. 

One of the worst features of the bill is the three quarters 
percent additional tax on gasoline which is estimated to 
raise $92,000,000 per annum. Gasoline taxes in many local- 
ities have risen to the point where they are bringing into 
play the law of diminishing returns, and anything added to 
them at this time will increase the area over which that law 
comes into play. Many States are collecting practically 38 
percent of their revenues from taxes on motor vehicles at 
the present moment, and I can see no justification for an 
increase in this Federal tax on gasoline. In fact, the tax is 
inequitable and is a discriminating burden on the most over- 
taxed class of citizens in the country today. I believe the 
Federal Government is now collecting some $200,000,000 a 
year from the automotive industry and its customers. I 
cannot for the life of me understand why the framers of this 
bill did not accept a manufacturers’ sales tax, excluding 
clothing and foodstuffs, and by so doing, avoid any increases 
in income-tax brackets from now on. 

The CHAIRMAN. The time of the gentleman from Illinois 
has expired. 

Mr. TREADWAY. Mr. Chairman, I yield 30 minutes to 
the gentleman from Pennsylvania [Mr. Beck] and make the 
point of order that there is no quorum present. 

The CHAIRMAN. The Chair will count. [After count- 
ing.] One hundred and twenty-five Members present, a 
quorum. The gentleman from Pennsylvania is recognized 
for 30 minutes. 

Mr. BECK. Mr. Chairman and my colleagues of the 
House, I say without affectation that I never rose to address 
the House with a greater sense of responsibility than at this 
moment. It is not that I flatter myself for one moment that 
anything that I can say, or possibly anything that anyone 
else can say, will influence a single vote, and that remark is 
in no respect an imputation upon the sincerity, the candor, 
or the patriotism of any Member of the House; but argu- 
ments rarely change votes, as we all know. However, it does 
seem to me important to make a record, if it is possible, of 
what is a very critical hour in the history of the Republic, 
so that future generations, if they turn back to the CONGRES- 
SIONAL RECORD, may know that there were some Members of 
the House, who at least protested against a transforma- 
tion of that form of government, under which we had grown 
surpassingly rich and powerful, into a new form of govern- 
ment, which those who framed the Constitution, if they 
could “revisit the glimpses of the moon”, would today be 
unable to recognize. 

As the shadows of evening are lengthening with us now, 
the shadows of a lasting night are falling upon the old con- 
stitutional edifice, which the genius of Washington, Frank- 
lin, Madison, Hamilton, and Jefferson built with such sur- 
passing wisdom. While Jefferson was not a member of the 
Constitutional Convention, his ideal of liberty was one of its 
inspirations, and it might be well to recall, as we consider the 
nature of this bill, those noble words of his first inaugural, 
which I may commend to the nominal disciples of Jefferson 
here assembled, when he said that his ideal of a true republic 
was a wise and frugal government, which would restrain 
men from injuring each other, but otherwise leave them free 
to pursue their own pursuits of liberty and industry, and 
shall not take from the mouth of labor the bread it has 
earned.” [Applause.] I quote from memory, but with sub- 
stantial accuracy. Those words of Jefferson could be written 
in gold over the portals of the Capitol, but they are now 
“more honored in the breach than the observance”, From 
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that high ideal this country has long since departed, and 
we are now about to transform a representative democracy 
into a virtual dictatorship in the vital matter of industry. 
The fact is not open to debate, because it was frankly rec- 
ognized by the distinguished dean of this House, when he 
opened the argument upon the rule, that the bill under con- 
sideration does create a dictatorship. 

It cannot be said, if we are passing from an old order 
to a new order, that such a fate was not within the antici- 
pation of the fathers. Washington, in his Farewell Address, 
said pointedly that when one department of government 
usurped the functions of another. and constitutional limita- 
tions were no longer respected, representative government 
would cease and the Constitution would be undermined". 
Such was his expression, and I quote his words: 

After warning all succeeding generations of Americans— 

That the habits of thinking in a free country should inspire 
caution in those intrusted with its administration to confine 
themselves within their respective constitutional spheres; avold- 
ing in the exercise of the powers of one department to encroach 
‘upon another— 

And after further warning that such spirit of encroach- 
ment— 
tends to consolidate the powers of ail the departments in one 
and thus to create, whatever the form of government, a real 
despotism— 

Washington added: 

If in the opinion of the people, the distribution or modifica- 
tion of the constitutional powers be in any particular wrong, let 
it be corrected by an amendment in the way which the Constitu- 
tion designates. But let there be no change by usurpation, for 
though this, In one instance, may be the instrument of good, 
it is the customary weapon by which free governments are 
destroyed. 

How prophetic seem his words today, for we are now sub- 
stituting a “ despotism for a free nation. Franklin in the 
last days of the convention, when with tears in his eyes he 
besought the members to sign the great compact, said in 
substance that this Government would last as long as there 
was any virtue in the body of the people, but when that 
was wanting the Republic would become a despotism. 

In the vital matter of industry we are about to yield to 
a virtual despotism in this country. 

So that all that is now happening is what the fathers ex- 
pected to happen, if the people of this Nation were un- 
worthy of the priceless heritage given to them in the Consti- 
tution of the United States. 

We are going to have a new Constitution, not formally 
framed or ratified, but by executive usurpation. If you 
read in the New York Times a few days ago interviews of 
the members of the Cabinet and supermembers of the Cabi- 
net, who although they nominally occupy lesser positions 
than heads of departments, are more powerful than the 
Cabinet, you will see as frank an acknowledgment as the 
distinguished member of the Committee on Rules made this 
morning, that the old order had passed, and that an entirely 
new order was about to begin. If so, we ought to frankly 
recognize the reality and consider a new Constitution, in 
order that we shall not live under the hypocritical pretense 
of having one kind of government in practice and another in 
theory. 

While I do not see the prospect of any master architects 
that will be able today to rebuild upon the old foundations 
of the Constitution a new Constitution with the same wis- 
dom as the master builders of 1787, yet the “ brain trust” 
is ceaselessly at work “undermining” our Constitution, to 
use Washington's phrase. They work silently but none the 
less effectually. In this construction of a new form of goy- 
ernment—now in progress—Professor Moley takes the place 
of George Washington, and Professor Tugwell that of Hamil- 
ton, and Professor Berle that of James Wilson, and the old 
architects must yield to these new architects, who, fresh 
from the academic cloisters of Columbia University, and with 
the added inspiration of all they have learned in Moscow, 
are now intent upon rebuilding upon the ruins of the old 
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Constitution a new Constitution, in which, as in the old 
German Reichstag, this Congress will be merely a debating 
society, and the Executive will be master of the destinies of 
the American people. 

By what possible ingenuity of reasoning can there be any 
justification for this legislation? 

I pass by the $3,300,000,000 appropriation. I recognize it 
may temporarily give some employment. My prediction is 
that it will ultimately, by destroying the credit of the United 
States, displace more labor than it creates. I will say more. 
If there be a representative of either the employer class or 
of the laboring class in the galleries, I say to them both by 
way of prediction, and I hope I am not a Cassandra, utter- 
ing prophecies which, though true, are nevertheless disbe- 
lieved at the time, that as large as is the appropriation of 
$3,300,000,000, they are selling the constitutional liberties of 
the American people for a petty price, for this sum is the 
“thirty pieces of silver ”, with which the ancient liberties of 
the American people, as defended by Jefferson in the in- 
augural address already quoted, are now being betrayed. 

The Constitution today exists in form, but it has largely 
ceased to exist in spirit. Its disintegration has been pro- 
ceeding for many years, and notably in the last quarter of 
a century, and both political parties must accept some share 
of the responsibility. 

A great Chief Justice of the United States nearly a gen- 
eration ago, in delivering a powerful dissenting opinion in 
the famous Lottery case, said: “It is with governments as 
with religions, the form often survives the substance of the 
faith.” His analogy to extinct religions is a very striking 
one. Time and again, after the soul of a religion has per- 
ished, its temples remained and its priests continued their 
ceremonial rites, even though, like the augurs of ancient 
Rome, they winked at each other while standing at the altar. 

This is true today of the Constitution of the United States. 
Time was when Members of Congress, in considering the 
extent of its powers, at least paid the Constitution lip serv- 
ice, but that time is passed and any challenge in the 
Congress to its power to pass a given measure, for which no 
discernible grant of power in the Constitution can be found, 
is greeted with cynical indifference. It is true that the 
mechanical form of our Government still remains. We 
still have a President, a Congress, and a Supreme Court; but 
the man is blind who cannot see that the office of Presi- 
dent is no longer the office which the Constitution created, 
and that the powers of Congress, as the great Council of 
the Republic, have gone into an eclipse. It does little more 
than register the will of the Executive. In a sense, the 
President is not an usurping dictator, for the unprecedented 
powers which he has now gained were given to him by a too 
subservient Congress and could be taken from him by Con- 
gress; but it is true that the President will exercise over 
production, transportation, banking, and other instrumen- 
talities of commerce greater powers than those enjoyed by 
all his predecessors, either in times of war or peace. In that 
sense he will be the economic dictator of America. 

Now a dictator, whether his power rests upon force or 
the voluntary acquiescence of the people, has a supremely 
difficult task. Even in a country that is homogeneous and 
whose economic interests are in harmony, such a dictator 
treads a dangerous path. To be a successful dictator in 
a country, whose population is heterogeneous and whose 
economic interests are in conflict, is an almost impossible 
task. 

The difficulty with a dictatorship is that in assuming all 
power, he accepts all responsibility. Greek mythology tells 
us of Phaeton, who attempted to drive the chariot of the 
sun, and he came to grief. Let us hope that our too daring 
charioteer, as he attempts to drive the chariot of America’s 
economic destinies, may not have a like fate. 

Some, who still revere the Constitution, may solace them- 
selyes with the belief that the present crisis only marks a 
moratorium on the Constitution, but the Constitution does 
not recognize the possibility of a moratorium. Moreover, 


revolutions rarely go backward. Constitutions are made for 
times of stress even more than for times of peace and 
prosperity. 

While the present revolution in our political form of 
government is pacific and may represent temporarily the 
general will, yet it no longer remains what it was, any more 
than the form of government in Italy was the same after 
parliamentary government was abolished and all power was 
vested in a dictator. If such powers succeed, or seem to 
succeed in ending the depression, the American people will 
not, I fear, be greatly concerned about the change in our 
form of government, for at present they feel that any port is 
good enough in a storm. The present generation of Ameri- 
cans are hopeless pragmatists. 

The change has some justification in greater efficiency of 
administration, but the Constitution refused to sacrifice 
security for efficiency. The justification of our old form 
of government was that there was greater security in the 
composite judgment of the Congress than there could be in 
the judgment of an individual, who, for a time, was President 
of the United States. A caesar may be far more efficient 
than a senate, but the Roman Republic came to an end 
when the policies of Rome were determined by Caesar and 
not by the senate. In this connection, it may be well to 
recall the noble definition of a free government, which Mr. 
Justice Matthews, speaking for the Supreme Court, gave in 
the case of Fick Wo. v. Hopkins, 118 U.S. 356: 

“When we consider the nature and the theory of our institu- 
tions of government, the principles upon which they are supposed 
to rest, and review the history of their development, we are con- 
strained to conclude that they do not mean to leave room for the 
play and action of purely personal and arbitrary power. Sov- 
ereignty itself is, of course, not subject to law, for it is the author 
and source of law; but in our system, while sovereign powers are 
delegated to the agencies of government, sovereignty itself remains 
with the people, by whom and for whom all government exists and 
acts. And the law is the definition and limitation of power. It 
is, indeed, quite true, that there must always be lodged some- 
where, and in some personal body, the authority of final decision; 
and, in many cases of mere administration the responsibility is 
purely political, no appeal lying except to the ultimate tribunal of 
the public judgment, exercised either in the pressure of opinion 
or by means of the suffrage. But the fundamental rights to life, 
liberty, and the pursuit of happiness, considered as individual 
possession, are secured by those maxims of constitutional law 
which are the monuments showing the victorious progress of the 
race in securing to men the blessings of civilization under the 
reign of just and equal laws, so that, in the famous language of 
the Massachusetts Bill of Rights, the government of the Common- 
wealth ‘may be a government of laws and not of men’. For, the 
very idea that one man may be compelled to hold his life, or the 
means of living, or any material right essential to the enjoyment 
of life, at the mere will of another, seems to be intolerable in any 
country where freedom, prevails, as being the essence of slavery 
itself.” 


Some future Gibbon may entertain the view when he 
comes to narrate the decline and fall of the American Con- 
stitution. He may express the opinion that the Constitution 
remained as it began, one of the wisest and noblest char- 
ters of government in the annals of mankind, and that it 
failed in the hysteria of an economic crisis, not because it 
Was unsound in theory, but because the present generations 
of Americans were unworthy of their priceless heritage. Will 
posterity pronounce this verdict upon us for selling our 
birthright for a mess of pottage? 

Such a historian should recognize that the cataclysm 
that followed the World War destroyed in nearly every 
nation parliamentary forms of government, which, one by 
one, were succeeded by dictators, and he may sardonically 
observe that, while our Nation, with its Constitution still 
in full vigor, had entered the World War to save the world 
for democracy, the only perceptible result of the victory has 
been the destruction of democracy in America, which can 
only function through parliamentary institutions. 

However, we are not now concerned with the views of the 
historian of the future. The first duty of the thoughtful 
man is to determine the reality of the present situation. 

Possibly no people are so deluded by phrases as the Ameri- 
can people. They confuse theories with realities. They are 
either apathetic to the destruction of their constitutional 
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form of government, or they do not realize its steady sub- | ral rights which are included in the solemn guaranty of the 


version. To them it is enough that the great charter, in 
its original characters—now hardly legible—stands upon the 
walls of the Congressional Library in Washington, and the 
average American cheats himself with the delusion that its 
mighty mandates still have self-executing power. 

It is not merely that many great limitations of the Con- 
stitution are openly disregarded, or that powers are now 
exercised, which were never granted to the Federal Govern- 
ment, or that the respective functions of the executive and 
legislative branches of the Government have been hope- 
lessly confused, but, even more important, many of the 
basic purposes of the Constitution, of which its written 
provisions were but one expression, have now been de- 
stroyed. 

Let me illustrate my meaning by only one instance. The 
Constitution was called into existence to insure the freedom 
of commerce between the States. Before it was adopted 
every State burdened the free flow of commerce with con- 
flicting and hostile regulations. To emancipate commerce, 
the power to put it into shackles was taken from the States 
by the simple grant that Congress should have power to 
“regulate ” such commerce. It was never intended that Con- 
gress should then proceed to put upon commerce the very 
shackles that it had been created to destroy, and this is 
shown by the fact that in the first century of our existence 
under the Constitution, Congress never exercised any power 
to regulate interstate commerce, unless we except the sub- 
sidies of land to the transcontinental railroads. 

In the absence of any Federal regulation it was held by 
the Supreme Court that the failure of Congress to exercise 
its power of regulation was its mandate that commerce 
should be free, and for a full century this policy of freedom 
remained, and under it a great continent was conquered, the 
Atlantic and Pacific linked by steel rails, and the Republic 
became one of the greatest nations in the world. 

Exactly one century after the Constitution was adopted 
Congress abandoned that policy and began to forge the 
chains for commerce by bureaucratic regulation. That year 
it created the Interstate Commerce Commission, and this 
was followed in 1890 by the Sherman antitrust law, which 
vainly attempted to limit the inevitable tendency of business 
to combine into larger units. Ever since there has been an 
ever-increasing regulation of American business by Federal 
bureaus, and now we are building a more stupendous and 
tyrannical bureaucracy than ever before. 

In the first century of the Republic it was generally rec- 
ognized that Federal powers could only be exercised to ac- 
complish Federal purposes, but the destruction of the Con- 
stitution began when Congress entered upon the destruc- 
tive policy of utilizing Federal powers to usurp the powers 
reserved to the States. For example, it was soon seen that 
if Congress could appropriate moneys for non-Federal pur- 
poses without challenge, it could supervise the use of such 
moneys and thus usurp fields of power which were the ex- 
clusive province of the States. 

About a generation ago it was first asserted that Congress 
could deny the privilege of engaging in interstate commerce 
to anyone who did not conform to the views of Congress as 
to the methods of production. This heresy has now been 
carried to the extreme of holding that no one can engage in 
interstate commerce as of right, and that the Government 
may license or refuse to license a citizen to engage in inter- 
state commerce. Such was not the doctrine of the Supreme 
Court in the time of the great Chief Justice, for Marshall, in 
Gibbons v. Ogden, said: 

“In pursuing this inquiry at the bar, it has been said that the 
Constitution does not confer the right of intercourse between 
State and State. That right derives its source from these laws, 
whose authority is acknowledged by civilized man throughout the 
world. This is true. The Constitution found it an right, 
and gave to Congress the power to regulate it.” 

Indeed, the right to follow a lawful calling, and for this 
purpose to engage in interstate commerce is one of the natu- 


right to “life, liberty, and the pursuit of happiness”, but 
the theory of this bill is that unless the manufacturer con- 
forms to the wishes of the Federal Government in regard to 
the hours of labor, his maximum output, and minimum 
wages, and other restrictions, he can be proscribed by his 
own Government, and denied the privilege of selling his 
products in interstate trade. 

This is economic slavery. It destroys not merely the 
rights of the States but the basic freedom of the individual 
to engage in lawful occupations. It concerns both employer 
and employee, and, again to quote Jefferson’s words in his 
first inaugural, it “takes from the mouth of labor the bread 
it has earned.” 

The two basic industries of America are concerned with 
the production of agricultural products and the manufac- 
ture of goods. The Constitution did not attempt to give 
any power over the production of either class of commodi- 
ties. If they required regulation, such power belonged to 
the States; and, as stated, the Federal Government acted 
upon this theory for more than a century. The Govern- 
ment could tax products and it could “ regulate ” their inter- 
state transportation or their exportation to foreign countries. 
Nothing would have more amazed the generation, which 
created the Constitution, than the idea that the Federal 
Government, which they were creating, coud regulate the 
conditions of the farm or the factory. Notwithstanding 
this, the Federal Government for many years past has, 
through its many bureaus and commissions and notably 
through its Departments of Agriculture and Labor, at- 
tempted to control both the factory and the farm. 

In this connection, let me make a passing reference to the 
most recent radio speech of our President. It was both 
adroit and ingratiating. 

The address, in most respects admirable in form and 
substance, seemed to me to contain one disingenuous sug- 
gestion, which was the more dangerous because of the 
irresistible charm of the speaker. 

He calmly assured his countrymen that in this emergency 
legislation there has been “no actual surrender” by the 
Congress “of power.” ‘The President said: 

Congress still retains its constitutional authority, and no one 
has the slightest desire to change the balance of these powers. 

This means that when the Constitution imposes a direct 
duty upon Congress, as to regulate the value of currency 
or to impose taxes, it exercises that power when it turns 
over to the President or some executive official the absolute 
power to exercise it. In other words, the abdication of a 
power is the exercise of the power. 

Such a doctrine is a complete destruction of the division 
of powers as prescribed by the Constitution. It is the pres- 
ent German idea of constitutional law, for the German 
Parliament, in one sweeping delegation of power to the 
Chancellor, gave him complete power to make any laws, 
although the legislative power, under the Weimar Consti- 
tution, was vested in the Reichstag. 

This is not a mere matter of detail. It goes to the foun- 
dations of the Constitution. That great document required 
that the Congress and not the President should determine 
whether war should be declared; that the Congress and not 
the President should regulate the value of our currency; 
that Congress and not the President should impose taxes. 
It was intended that these important functions should be 
discharged by a body which would broadly represent the 
people of the country. If there be any justification for such 
action, it lies in the fact that the present critical conditions 
require an abandonment of our constitutional safeguards. 
Such a theory is intelligible although not tenable, but the 
theory, as advanced by the President in his recent radio ad- 
dress, that the Congress retains its powers when it makes a 
complete delegation of them to executive officials, makes the 
Constitution a mere rhapsody of words. 
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About a generation ago I argued a case called “ the Lottery 
case” (188 U.S. 321). It was one of the very great cases of 
the Supreme Court of the United States. 

In a sense it is the supplement to, and may rank second in 
importance to the great case of Gibbons and Ogden, in 
which the commerce power was first defined. 

In the Lottery case I represented the Government and my 
contention then, which the Supreme Court sustained, was 
that the power to regulate commerce included the power to 
prohibit it when essential to Federal ends. But, I said, the 
right to prohibit was subject to other limitations in the Con- 
stitution, and the greatest of all those limitations was obvi- 
ously the Tenth Amendment, solemnly but futilely guarantee- 
ing that the rights of the States, and what is more significant, 
the rights of the people of the States as individuals, should 
never be taken from them, unless by some express grant in 
the Constitution or by the necessary implication of such 
grants. 

The Supreme Court sustained this contention, and they 
said in the conclusion of the opinion of Mr. Justice Harlan 
that while this power to regulate was the power to prohibit, 
yet, nevertheless, it must be taken as subject to the funda- 
mental liberties of the American citizen and could never be 
arbitrary or capricious. That great Justice, who had a con- 
suming love for the old Constitution, said: 

“We may, however, repeat, in this connection, what the court 
has heretofore said, that the power of Congress to regulate com- 
merce among the States, although plenary, cannot be deemed 
arbitrary, since it is subject to such limitations or restrictions as 


are prescribed by the Constitution. This power, therefore, may 
not be exercised so as to infringe rights secured or protected by 
that instrument.” 


Notwithstanding this warning there began to be evolved 
the doctrine that by the perversion of the commerce power 
the Federal Government could usurp the reserved rights 
of the States, that it could go into the States and say to 
them: You have not properly exercised your reserved police 
powers to meet this economic evil, or that economic evil, and, 
therefore, we will now say that either by the power of taxa- 
tion, the greatest of all Federal powers, or by the power over 
commerce, we will compel you to do so either at the risk of a 
prohibitive tax or at the risk of being denied the opportunity 
to engage in commerce. 

That was the doctrine suggested, and it has been the basis 
of a great deal of subsequent legislation. The decision in 
the Lottery case, while sound in theory, was one of the 
most fateful and mischievous decisions in its effect upon 
the expansion of Federal power that the Supreme Court 
ever rendered, because it has been wrongfully interpreted 
to give to Congress this tremendously coercive and tyrannous 
power over commerce in order to take from the constituent 
States their reserved rights, which we had supposed, vainly 
supposed, had been guaranteed by the Tenth Amendment of 
the Constitution. 

Now, we have the full fruitage of the doctrine of the 
Lottery Case in this legislation. It makes the President 
the economic dictator of the industrial activities of the 
American people, as the Congress has already made the 
Secretary of Agriculture the virtual dictator over the agri- 
cultural interests of the country. 

But how can the power be exercised? By denying access 


to the channels of interstate trade; and to deny them such. 


access is, of course, to take from most industries the oppor- 
tunity to exist, because they cannot exist within the borders 
of a particular State in these days of mass production. 
This is not a case in which you could reason that, as 
the validity of this legislation is doubtful, it can be left 
to the Supreme Court. This is always a questionable ex- 
pedient, because no concrete case may ever reach the Su- 
preme Court. But in this case there can be no question 
under later decisions of the Supreme Court that you cannot 
do what you are trying to do—to make the President the 
economic dictator of the United States—by putting in his 
hand the big stick of the commerce power, because in the 
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case of Hammer against Dagenhart (247 U.S. 251) it was held 
that where an attempt was made by the commerce power to 
coerce the States in the matter of child labor, the Court— 
although by a bare majority—held that that was such a clear 
perversion of the commerce power as to amount to a destruc- 
tion of the guaranty to the States of local self-government 
in the matter of production, guaranteed by the tenth 
amendment of the Constitution. In that case the Supreme 
Court expressly held: 

There is no power vested in Congress the States to 
extend their police power so as to prevent possible unfair com- 
petition. 

The theory of the present bill is that there is a police 
power in the Federal Government to prevent unfair competi- 
tion in production. For this heresy there is no justification 
in any declaration of the Supreme Court, and even if it were 
otherwise tenable, the expression unfair competition” is 
so vague that no manufacturer could ever know how to 
conduct his business, except at the risk of being sent to 
prison, because he had erroneously guessed what were the 
undefined ethics of business. 

It is not important that the products of the farm may 
subsequently go into interstate commerce, for the Supreme 
Court, in the notable case of United Mine Workers v. 
Coronado Co., 259 U.S. 344, said: 

Coal mining is not interstate commerce and obstruction of 
coal mining, though it may prevent coal from going into inter- 
state commerce, is not a restraint of that commerce unless the 
obstruction to mining is intended to restrain commerce in it or 
has necessarily such a direct, material, and substantial effect to 
restrain it that the intent reasonably must be inferred. 

Those who think that this legislation will be sustained, 
should not place too much dependence upon the fact that the 
case of Hammer against Dagenhart was decided by an almost 
divided Court, for in a later case, a case I too happened to 
argue—the case of Bailey against the Drexel Furniture Co. 
(259 U.S. 20)—where the United States invoked the supreme 
power of taxation, as absolute as the power of any sovereign 
nation in all the world, yet when the taxing power was thus 
sought to be used to make it impossible for any manufacturer 
to employ child labor, the Court, with only one justice dis- 
senting, held that that also was a clear perversion of the 
power of taxation and that it amounted to a usurpation of 
the rights of the-States. Thus it held that each State, if it 
wanted to abolish child labor, could do so, but it was not 
for the Federal Government to usurp this police power of 
the States. 

I am not saying that the law you are now proposing may 
not in some way pass the guantlet of the Supreme Court. 
I say this, because in the first place the plea will be made 
that it is justified by the existing emergency. But please 
remember that in the emergency cases nearly all were either 
cases of State statutes, passed under the reserved sovereign 
power of the States except as granted to the Federal Gov- 
ernment; and, therefore, in passing upon the larger power 
of the States, except as granted to the Federal Govern- 
ment by the Constitution, the Supreme Court did hold 
that if a State felt that in a given emergency some particu- 
larly drastic legislation were required, it might be justified on 
such ground, of which it was the final judge. The other 
exceptional class of cases were those in which the Federal 
Government exercised its territorial powers, as, for example, 
its exclusive power over the District of Columbia. 

There is one Federal case, and that is the Adamson law 
case, Wilson against New (243 U.S. 332), a case in which 
again there was an almost evenly divided court—but there 
the Supreme Court was dealing with an instrumentality of 
interstate commerce, and therefore the Government had in 
respect of the interstate railroads of the United States a 
peculiar power—but even in that case the Court never said 
that a bill to raise the wages of labor could possibly be passed 
lawfully by the Congress, but all it said was that for a short 
period, in order to allow railroad executives sufficient time 
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to negotiate the terms of labor with their employees, that 
the law, as a mere stopgap, was permissible. 

As a matter of fact, the Court has again and again, by 
declarations whose meaning to the discerning lawyer cannot 
admit of doubt, indicated that that case had gone to the 
verge of Federal power, and I think the fair implication of 
its language in subsequent cases is that it has gone far 
beyond the limit. Nevertheless, the responsibility upon us, 
under our oath of office, is infinitely grave, because the situ- 
ation is that by the time any case would reach the Supreme 
Court this law would have been so long in force that the 
Supreme Court, not being omnipotent, could not unscramble 
eggs that have already been scrambled. Moreover, the Su- 
preme Court is a court in a nation of democratic institutions, 
and it has neither purse nor sword, and it must often sustain 
unconstitutional statutes on the theory of reasonable doubt 
or emergency legislation, because they can no longer un- 
scramble eggs that have already been scrambled. In this 
attempt one finds a great deal of ingenious and almost dis- 
ingenuous reasoning, and it reminds one of the story told by 
Jonathan Swift in his very powerful satire, written in the 
early days of the eighteenth century, called“ The Tale of a 
Tub.” It is so appropriate that even at the risk of taking 
the little remaining time I have, I must tell it. According to 
Jonathan Swift, a testator had three sons, and he said to 
them on his deathbed: 

I am leaving you my property under a will, and that will pro- 
vides that under no circumstances are you ever to wear any 
ornament of any kind upon the coat, which I am giving each of 
you by my will. 

He said— 

The coat will last you as long as you live, and as you grow and 
expand, the coat will grow with you. 

They took their patrimony and thereupon moved into 
London society and then found that shoulder knots upon 
coats were demanded by the dictates of fashion, and there- 
upon they looked to the will and there was this provision 
that under no circumstances should the coats ever be 
changed, and thereupon one ingenious son said, “ Well, if we 
read this totidem verbis perhaps we would find the words 
shoulder knot’”, but they could not, and then another son 
said, “If we read this totidem syllabis we can find our 
justification ”, but no syllables spelled “ shoulder knots”, and 
then they invoked the totidem literis method and found 
the letters for shoulder knots, except the letter k“, and the 
ingenious son said, “ Well, the letter ‘c’ in Latin was pro- 
nounced ‘k’ and therefore, as the other letters are there, 
shoulder knots are in the will and we will wear shoulder 
knots.” After they had worn shoulder knots a little while 
gold fringes came in, and then the ingenious son said, 
“Well, after all, there are two kinds of wills, a written will 
and a nuncupative will, and now I remember my old father 
did say that gold lining was just what was wanted for the 
coat, and therefore, under this theory of a nuncupative will, 
I will wear gold lining.” Then silver fringes came in and, 
eager to wear them, one of these ingenious sons suggested 
that every good will had a codicil, and thereupon they forged 
a codicil to the will, which provided that silver fringe could 
be worn. They invented the theory that “fringe” meant 
“ broomstick ” and the will only prevented the wearing of 
broomsticks upon their coats. When, however, it was sug- 
gested that it was “silver fringes” that was forbidden, and 
the word silver had no reference to broomsticks, the sons 
concluded that they had exhausted their ingenuity of inter- 
pretation, and thereupon they said, “ Well, let us lock the old 
man’s will up in a box where we will never see it again and 
do just as we please.” i 

This fable could be told of the whole constitutional 
of this country. The Supreme Court has done great work 
in restraining any trespass of the States upon the Federal 
power, but when it comes to restraining the excesses of Fed- 
eral power upon the States the Court has been less effective, 
for in all the history of our country there have not been 50 
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cases where the Supreme Court ever decided tħat a Federal 
statute was invalid, although literally thousands of uncon- 
stitutional statutes have been passed by Congress by per- 
verting its powers to gain non-Federal ends. 

By refined interpretation, by the doctrine of reasonable 
doubt, by the theory of emergency—one of the most dan- 
gerous of constitutional heresies—breaches have been made 
in the dyke and slowly, slowly, our whole constitutional 
edifice has been crumbling, pillar after pillar, until the very 
foundations of the Constitution are now sinking into cure- 
less ruin. 

To change the metaphor, the Constitution of the United 
States—for which I am making what is probably for me a 
swan song, because I have so often wearied this House by 
pleading the sanctity of the Constitution that I am weary 
of it—is like a dead oak in a forest. It is still standing, its 
branches are still moving with apparent life in the wind; 
but it is dead at the roots, and sooner or later, some other 
elemental storm, such as that through which we are now 
passing, will come and the noble tree, under which six 
generations of Americans have sheltered themselves and 
under which they have builded the greatest and noblest and 
freest government in all the world, will fall forever. 

It may survive in form, for we will have a President, a Con- 
gress, and a Supreme Court; but the President under this 
bill is not the President that was created by the Constitu- 
tion. Congress is no longer the representative organ of 
popular will it was designed to be. The judiciary is no 
longer what it was expected to be. 

The Constitution exists in form, but it has ceased to exist 
as a spirit, and as a noble spirit it never had its equal in 
the annals of the world. [Applause.] The man is not a 
patriotic American who can, without the deepest grief, see 
the passing of our form of government, so noble in its con- 
ception, into a dictatorship. 

That word “dictator” is not my word. It was used by 
the chairman of the committee, but it was an apt term. 

I appreciate all that the majority of the House may say as 
to the charming personality of the President, his unques- 
tioned patriotism and high motives, but if you look at this bill 
you will see that our happy, smiling, well meaning, and coura- 
geous President will not necessarily be the actual dictator, 
for under this act he is given power to appoint anybody he 
chooses, to prescribe his compensation and duties, and to 
delegate all his dictatorial powers to such selected deputy. 

According to common rumor, the supreme dictator of this 
country in the realm of industrial activity is to be Gen. 
Hugh S. Johnson, a West Point graduate, who is said to have 
drafted the draft law under the Wilson administration, 
which summoned men to the colors at the time of the 
World War and who is therefore supposed to be peculiarly 
qualified to dragoon the free labor of America. 

He is a man of military education and some legal knowl- 
edge. It is to him that these powers will be delegated, a 
selection as to which the Senate will not be consulted in 
the manner required by the Constitution as to all important 
officials. The President will turn that power over to Gen- 
eral Johnson, the power of a dictator, and he will regimen- 
talize the employees of the country and reduce them, as 
Matthew Woll, the very able vice president of the American 
Federation of Labor, said before the Committee on Labor, to 
the condition of economic serfs. 

There never was a truer word than that uttered by Mr. 
Woll, representing that great organization. The man who 
is to exercise the power is not a man, as to whose selec- 
tion the Senate or even the House of Representatives will 
have any determining choice and yet he will be the most 
powerful official in the Nation excepting the President. 
General Johnson is an able man. I had the privilege of 
being his associate in the Great Lakes litigation. If he 
were as great a man as Lord John Russell according to Sid- 
ney Smith, I think it was, still I would doubt his ability to 
do the things expected of him by this proposed law. It was 
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Sidney Smith, I think, who said of Lord John Russell that his 
confidence in his own ability was such that he would under- 
take simultaneously to rebuild St. Peter’s Cathedral, ma- 
noeuver the channel fleet, and operate upon a patient for 
a stone in the bladder, and would be ignorant of the fact, 
when he had tried all three, that the patient with the stone 
had died, that the channel fleet had sunk, and St. Peter’s 
had tumbled into ruins. If General Johnson is of the type 
of the “ admirable Crichton” and can tell employees of this 
country how long they shall work and what shall be their 
minimum and possibly maximum wage and whether or not 
the maximum output of this factory or that factory is 
greater or less than is permissible to the high bureaucratic 
despot, without injuring the economic condition of this 
country, then he is a type of man superior to any that we 
have ever produced heretofore. 

Mr. CELLER. Mr. Chairman, will the gentleman yield? 

Mr. BECK. I yield to the gentleman. 

Mr. CELLER. The gentleman must know that the War 
Industries Board, which had powers no less than these we 
are giving the President today, was merely set up by a letter 
from President Wilson to Mr. Baruch, and if the War In- 
dustries Board having these powers was conducted or oper- 
ated with such great efficiency and advantage to the Gov- 
ernment why cannot this same industrial recovery board 
be similarly operated without hurting the Constitution? 

Mr. BECK. The answer is very obvious. In the first 
place, the war power, when war exists, and only so long, 
comes into very large life and has a far greater scope when 
the Nation is fighting for its existence, and powers are exer- 
cised that would not be tolerable in time of peace. In the 
second place, the War Industries Board never had the power 
that is given under this act to the economic dictator of 
America, whoever he may be. In the third place, I cannot 
share the gentleman’s enthusiasm over the achievements of 
the War Industries Board. 

Mr. CELLER. I presume the gentleman recalls a letter of 
March 4, 1918, from Mr. Wilson to Mr. Baruch? 

Mr. BECK. I do not; but the gentleman need not go far- 
ther into that. He can put it into the Record in his own 
time, because my time is running. 

I would have given much to have made an adequate argu- 
ment in this matter. I wanted, beyond any desire I ever 
had before in this House, to “rise to the height of the great 
argument” and to “vindicate” the Constitution of the 
fathers, in which I, for one, still believes as against this new 
constitution which is now being forced upon us in the hys- 
teria of an economic crisis. I am satisfied that if tomorrow 
you pass this law and the Senate concurs, and it goes inte 
effect, the day of its enactment will be a black day in Amer- 
ican history. It will mark the final abdication of represent- 
ative government in this country, because when you give to 
dictators the power over agriculture and industry, what have 
you left? Russia is very keen about having recognition from 
us, the recognition of the kind where we send an ambassador 
to them and they send an ambassador to us. They ought to 
be in a high state of jubilation today in Leningrad, because 
they are getting a far greater recognition than they ever had 
before. We are vindicating their theory of government by 
substituting it for our own. We are beginning a 5-year 
plan, and we are beginning it with the same arbitrary power. 
“Imitation is the sincerest form of flattery.” We are imitat- 
ing Moscow. We are turning our backs on Philadelphia, 
where the Constitution was framed, and knowingly or igno- 
rantly we are marching toward Moscow. Its government 
is getting the greatest recognition that they ever had, a 
recognition of their methods, a recognition of their indus- 
trial outlook, a recognition of the regimentalizing of the 
peasant and the workman in the factory. x 

Our Constitution was once regarded as the noblest form 
of government in the annals of mankind, and so character- 
ized by one of the greatest statesmen of the nineteenth cen- 
tury, Mr. Gladstone. We are abandoning it in the hysteria 
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of the moment in order to confer absolute powers, not upon 
the President but upon some unknown that he selects. I 

I hope my friend from New York [Mr. Taser] is right, and 
that there will be a reaction. I am not so sure of it. Noth- 
ing succeeds like success. Revolutions do not go backward. 
You can tear down in a day what it cost the fathers and 
succeeding generations of Americans 150 years to erect, and 
that is what you are doing. That it could be done with 6 
hours debate and without any power of amendment is to me 
one of the most amazing and depressing situations I have 
ever seen. 

Let us hope that Mr. Taser is right and that this bill will 
be a blessing in disguise in this respect, and that it may 
create a reaction. I do not mean reaction against the ma- 
jority party. This question is far above partisan politics. 
What the majority is now proposing is the monstrous birth 
of the despair of the moment. We have lost our heads in 
the present moment of hysteria, and therefore I am not say- 
ing it in any partisan sense, but hope that when the Ameri- 
can employer and the American employee, having derived 
the temporary benefit of the “thirty pieces of silver”, for 
which the constitutional liberties of the American people are 
now being sold, begin to feel the shackles of this bureau- 
cratic tyranny, they will not only revolt in an unmistakable 
manner, but a powerful movement will begin to bring back 
the Constitution of the Fathers, once the noblest form of 
government in the world. [Applause.] 

No written form of government, however wise, can insure 
the perpetuity of the Union. To use the homely analogy 
of the founder of Pennsylvania: 

Governments, like clocks, go from the motion men give them, 
and as governments are made and moved by men, so by men they 
are ruined, too. Therefore, governments rather depend upon 
men than men upon governments. 

The same truth was expressed centuries before William 
Penn, in words that could be profitably written in gold upon 
the portals of the Capitol: 

Where there is no vision the people perish. 


[Applause.] 

The CHAIRMAN. The time of the gentleman from Penn- 
Sylvania [Mr. Beck] has again expired. 

Mr. TREADWAY. Mr. Chairman, I yield 15 minutes to 
the gentleman from Pennsylvania, Mr. KELLY. 

Mr. KELLY of Pennsylvania. Mr. Chairman, there is no 
Member who receives more pleasure than I from the 
enchanting speeches of my colleague the gentleman from 
Pennsylvania, Mr. Beck. He has just delivered one of these 
masterly constitutional orations, and his mellifluous voice 
and pleasing rhetoric have charmed us all. 

Admitting all that, I say, also, that it gives me great pleas- 
ure to support the principles and policies embodied in this 
great measure which has aroused his forebodings. It con- 
tains more assurance of industrial recovery than any legisla- 
tion considered here for the past 4 gloomy years. It deals 
with the disease and not with symptoms. It is a social 
invention adequate to match our mechanical inventions. 

My colleague, Mr. Brcx, is a great student of history, and 
summons great names in American annals to support his 
argument that we can do nothing to meet this creeping 
paralysis which threatens our national life and institutions. 
I am only a humble student of American history, but I be- 
lieve that the George Washington who built a new order in 
the wilderness of his own times would not hesitate to build a 
new order now in the wilderness of economic conditions 
which surround us. 

I believe that the Thomas Jefferson, who stretched the 
Constitution until it cracked in order to make the Louisiana 
Purchase for national expansion, would be the first to urge 
any needful action to save his Nation from industrial and 
economic collapse. 

I believe that the Abraham Lincoln, who did not fear to 
meet his gigantic problems with new plans and new methods, 
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would not fear to act now, even though new plans must be 
employed. 

Mr. Chairman, my colleague [Mr. Beck] preaches a coun- 
sel of despair. We can do nothing, for the Constitution is a 
great wall against our progress. I choose rather to follow 
a constitutional student with a vastly different philosophy, 
Justice Louis D. Brandeis, of the United States Supreme 
Court. He has said, “ We do not need to amend the Consti- 
tution; we need to amend men’s minds.” 

This bill undertakes action now. And the unmistakable 
approval from Americans is one of the most inspiring things 
in my service here. The United States Chamber of Com- 
merce has joined hands with the Federation of Labor, which 
most eloquently proves that neither wrote this bill but that 
its provisions are fair to both. In my estimation, the 
American people have made up their minds that the way out 
of this depression lies along the pathway of partnership con- 
trol of those industrial processes upon which their safety 
and very lives depend. 

The first step to a cure is proper diagnosis. What are the 
evils we must fight? This bill states them clearly. They 
are unemployment, disorganization of industry, division be- 
tween labor and management, unfair competition, absence 
of governmental cooperation, lowered standards of living. 

In this measure it is declared to be the policy of Congress 
to use every resource of the Government to restore employ- 
ment, to provide proper cooperation, to help establish law 
and order in place of anarchy in business, and to help secure 
the increased purchasing power which will mean higher and 
better standards of living. 

Mr. Chairman, this is the zero hour in our long battle 
against depression. The people are ready to go over the top 
in an irresistible advance. And this measure, if wisely and 
courageously administered, is the double-barreled weapon 
powerful enough to assure the victory. 

The plan provided in title I is simple, easily understood, 
and yet effective. Every trade and industry will be invited 
to organize for united action in line with the public interest. 
They will form associations which will adopt codes of fair 
competition adapted to their needs. ‘These associations 
must give their full rights of representation to the smaller 
enterprises, and there must be no methods designed to pro- 
mote monopoly. 

The Federal Government’s participation is not so much 
that of a dictator, as repeated here so often this afternoon, 
as that of a guide and umpire, safeguarding the rights of 
the public, employees, and producers. There is undoubted 
power, as there must be, if any effective action is to be 
taken, but for all right-thinking and right-acting elements 
in business this power will not be a mailed fist but a helping 
hand. 

The power of organizing the governmental action is given 
to the President, but, of course, he will not personally ad- 
minister the act. He will name an administrator, who with 
his board of advisers will constitute the executive body 
charged with acting in cooperation with each industry and 
coordinating all industries to reach the objective. 

There is a provision that the President may establish an 
industrial planning and research agency to aid in carrying 
out his functions. This will be of vital importance in secur- 
ing the multitude of facts which are essential to effecting a 
balanced economy. There is no highroad through the pres- 
ent jungle, the road must be surveyed and built. The 
capacity of an industry to produce goods and the demand 
which may be reasonably expected will require the most 
careful study. This research and planning group will have 
a great opportunity to make full contribution to the restora- 
tion of prosperity. 

The executive body will doubtless name a representative 
for each industry who will sit in council with the industrial 
board named by the trade association or organization. 
When the code of fair competition is formulated, this rep- 
resentative will make his report to the administrator, thus 
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aiding him to take proper action as to the approval or dis- 
approval of the code. 

There will certainly be a labor board to take jurisdiction 
over complaints and disputes which may arise in industry. 
This board will hold hearings and listen to the evidence 
presented by both sides. It will report its conclusions to 
the administrator who is empowered to decide. Of course, 
a great deal will depend upon the administration of this 
plan. If men of vision and courage are appointed, there 
will be no disappointment over the operation of the law. 

Upon the approval of a code of fair competition, it becomes 
binding upon the trade or industry. It may cover every 
problem which concerns the industry. The problems vary 
with the industry, but there is authority for any agreements 
necessary to arrive at the goal of fair competition in the 
public interest. 

Mr. Chairman, for 10 years or more almost every trade 
and industry has been trying to establish codes of ethics 
and fair practices which help build business on a better 
basis. They have met in convention and have earnestly 
sought to meet the problem of destructive competition in 
fair and lawful manner. ! 

I have been present when some were adopted. I have 
read more than 50 codes adopted by various trade associa- 
tions. They are all practically the same and they are all 
equally impotent. They do not have and they cannot be 
given, without proper supervision, a weapon powerful enough 
to do the work required. 

I hold in my hand the code adopted by the fabricators of 
ornamental iron, bronze, and wire, approved by the Federal 
Trade Commission. It provides against the substitution of 
inferior materials, selling goods below cost with the intent of 
injuring a competitor, secret rebates, breach of contract with 
competitors, shipping goods which do not conform to sam- 
ples, bribing buyers or employees of competitors, discrimina- 
tion in price between purchasers to create monopoly, ob- 
taining information surreptitiously as to competitors’ bids, 
and so forth. 

All these declarations against unfair practices are but a 
pious wish as far as results are concerned. Cutthroat com- 
petition rages through trades and industries which have 
adopted these rules. 

What we must have is a real definition of fair competition 
and an effective plan for securing it in trade and industry. 

This Industrial Recover Act sets up a new meaning for 
the term “fair competition.” These codes must deal with 
the fundamental elements of competition under the modern 
industrial system if they are to carry out the purpose of 
this act. The four essentials in any code of fair competition 
are price, production, wages, and hours. 

There must be agreement as to minimum price. Omit 
that and the door is open to all the cutthroat competition 
which has almost destroyed industry. The price must be 
fair in that it includes a just return to the producer. Estab- 
lishment of a maximum price will not serve since it would 
permit destructive competition from that level down to 
zero. Under it practically all today’s evils would flourish. 

The code must contain agreement as to production. We 
are undertaking to establish a balance between production 
and consumption. If there is unrestrained production of 
goods without regard to their consumption, surplus supplies 
will pile up, with resultant unemployment and chaos. Each 
industry can work out its apportionment of production to 
the various units. Without doubt the past performance of 
each unit will be the yardstick for determining its quota of 
the production needed to meet the demand. As consumption 
increases, the production will rise in proportion. 

The code must contain agreements as to wages and hours. 
These are mandatory under the law and will be vital to the 
maintenance of fair competition. 

If this measure is enacted, there will be established a new 
and better definition of fair competition. It will include all 
the trade practices which have been worked out in the past. 
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It will also include within its scope fair prices, fair produc- 
tion, fair wages, and fair hours. If that kind of competition 
can be secured and safeguarded, the economic problem is 
solved. 

It has not been overlooked that in almost every industry 
there is a minority of pirates who seek profits by attacking 
honest merchantmen. These racketeers have made impos- 
sible the most reasonable agreements which could be made 
under former laws. In this bill, for the first time in our 
history, there is power given to prevent those predatory 
practices in business which have worked injury to every- 
body but those who practice them. The enterprise that 
willfully violates the code agreed upon will be judged guilty 
of unfair competition within the meaning of the Federal 
Trade Commission Act and subject to its penalties. Fur- 
ther, such violation shall be judged a misdemeanor and 
punishable by fine for each offense. 

If a trade or industry refuses to organize and adopt a 
code of fair competition, it will not avoid its obligation to 
enter upon this plan of cooperation for the common good. 
The President, through his appointed agency, is authorized 
either upon his own motion or upon complaint of aggrieved 
parties to prescribe and approve a code of fair competition 
for such obstructive industry, and that code shall have the 
same force and effect as though submitted by the industry 
itself. 

If anyone thinks such a provision severe let him think of 
the action which has been taken as to railroads, public util- 
ities, and similar industries. Government has been com- 
pelled to establish by law the code of fair competition. 
That was necessary because of the effect of unrestrained 
action by these industries upon all other industries. Today 
any great industry by its refusal to set up and abide by 
decent standards of behavior could nullify the good inten- 
tions and purposes of other industries. Compulsion is es- 
sential in some cases, and that compulsion will be exerted. 

It is further provided that the President, or the agency 
established by him, shall enter into agreements with and 
approve voluntary agreements between persons engaged in a 
trade or industry, labor organization, and trade or industrial 
associations. The only test of such an agreement is that it 
shall be in the public interest and consistent with the prin- 
ciples and policies of this measure. 

If it becomes necessary to carry out the purpose of the act 
and if the other measures prove powerless to secure fair and 
square competition, there is power to establish a license 
system in any industry where it is needed to make a code of 
fair competition effective. In such a case only licensees 
shall engage in business affecting interstate commerce. 

Mr. Chairman, the entire purpose of these provisions is to 
secure constructive and fair competition and to outlaw unre- 
strained, destructive, and antisocial competition. It is quite 
true that it is a departure from the philosophy embodied in 
the antitrust laws as interpreted for 40 years. But “new 
conditions teach new duties; time makes ancient good un- 
couth.” We are in a new age which the men of 1890 could 
not possibly have foreseen. 

Today the requirement that business shall be war is sui- 
cidal. We have drifted on the old pathway while everything 
changed and the pathway slipped into a swamp. Instead of 
dealing with business through the Department of Justice, 
this measure permits governmental cooperation through an 
agency which will help business serve its real purpose of sat- 
isfying human needs under fair conditions. 

Over a year and a half ago Justice Brandeis, of the 
United States Supreme Court, called for an interpretation of 
the Constitution and the laws in keeping with modern busi- 
ness conditions. Here is what he said: 

All agree that irregularity in employment—the greatest of our 
evils—cannot be overcome unless production and consumption are 
more nearly balanced. Many insist there must be some form of 
economic control. There are plans for proration; there are proj- 
ects for stabilization. * * There must be power in the 
States and the Nation to remold experimentation our 


through 
economic practices and institutions to meet changing social and 
economic needs. 
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It is the high purpose of those who support this legisla- 
tion to help remold the industrial system for the promotion 
of the public welfare, even though there must be modifica- 
tions of laws which have long been on the statute books. 

Mr. Chairman, this measure provides that for the life of 
the act and for 60 days thereafter any code agreement or 
license issued under it shall be exempt from the provisions 
of the antitrust laws of the United States. 

This provision must be understood in connection with the 
previous requirement that no code shall be designed to pro- 
mote monopolies or to eliminate or oppress small enter- 
prises or discriminate against them. 

The antitrust laws have had two entirely separated effects. 
The first is the vitally important one of prohibiting monop- 
oly and all coercive or oppressive tactics toward competitors, 
which tend to destroy competition and create monopoly. 

This part of the antitrust laws remains in full force and 
effect. The operation of this law will be in full accord with 
it. In fact, it will add to the strength of the laws against 
monopoly. It was cutthroat competition on the part of the 
great corporations which led to the passage of the Sherman 
Act. The debates in Congress show that it was the com- 
plaints of the smaller business men against destruction 
through unfair practices and destructive competition that 
led to the enactment of the law. 

However, the law has been held to prohibit agreements 
of beneficial kind between independent competitors. It has 
banned cooperation even when united action has been in 
the public interest. 

The result has been compulsory competition of the kind 
which leads to the ruin of the smaller enterprise. The only 
remedy for excessive production is controlled production. 
But limitation of production cannot be accomplished by one 
concern any more than limitation of armament can be ac- 
complished by one nation. There must be agreement and 
cooperation. 

Such action on the part of independent business men has 
been held to be illegal and subject to criminal penalty. Of 
course, it affects the supply and thus the price of the com- 
modity and is forbidden, if every agreement to restrain 
competition, whether in the public interest or not, is covered 
by the Sherman Act. 

It has been so held by the courts in many cases, although 
every observer knows that the only effective means for in- 
dustrial welfare are based upon mutual agreements of entire 
industries. 

This bill cuts a clear pathway through the undergrowth 
of 40 years of legislation and judicial interpretation. It 
accepts the fact that competitors are practically on the 
same level of costs in this advanced era of manufacture, 
and that there is no middle ground between destructive 
industrial war on one hand and industrial peace through 
mutual agreements under the supervision of the Govern- 
ment. 

These agreements, properly supervised, cannot lead to 
oppressive prices. Industry knows that the lowest prices 
consistent with a fair return induce greater consumption, 
and greater consumption in turn makes lower costs possible. 
We have also learned during the last 4 years that unless the 
industry and its pay roll are preserved there is injury done 
the entire public. 

Mr. Chairman, the real purpose of the antitrust laws was 
to protect the public from unregulated monopoly power. 
Great consolidations of capital threatened the public welfare. 
Yet in our own times have come stupendous mergers which 
are seeking and securing the power which the law sought 
to guard against. This bill will remove the incentive to 
merger and consolidation. It will give the little independent 
enterprise its fair place in the industry and protect it 
against oppressive methods. 

Under this plan of partnership control by industry and 
Government, there will be preserved every wholesome pro- 
hibition of the antitrust laws against monopoly and oppres- 
sion. At the same time it will permit agreement for the 
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restraint of the unfair competition which is the sure road 
to monopoly. 

As to the attitude of the United States Supreme Court on 
this problem of planned and controlled industry, it is neces- 
sary to look only at the Appalachian Coals decision. That 
will show how far the Supreme Court will go in any effort 
to help bring law and order into disorganized industry. 

The corporation received a Delaware charter giving it power 
to enter into every business known. Under that charter 137 
coal corporations banded themselves together to form a sales 
agency which should handle the output of all the mines, 
They controlled 74 percent of the coal produced in their 
territory. 

The United States district court declared this organiza- 
tion to be illegal under the antitrust laws. The case went 
up to the Supreme Court of the United States, which over- 
ruled the decision of the lower court. 

The Supreme Court took into consideration the deplor- 
able conditions in the soft-coal industry. Its decision deals 
with “ overcapacity ”, “ distress coal ”, “ pyramiding of coal”, 
“abnormal and destructive competition”, “ bankrupt oper- 
ators”, and “ organized production.” 

The Supreme Court declared: 

The fact that the correction of abuses may tend to stabilize a 
business or to produce fairer price levels does not mean that the 
abuses should go uncorrected or that cooperative endeavor to 
correct them necessarily constitutes an unreasonable restraint of 
trade. 

Yet, even in declaring the plan to be legal on paper, the 
Supreme Court was forced to say that the actual operation 
of the plan might prove it to be in violation of the antitrust 
laws. The Court said: 

The decree will be reversed and the cause will be remanded to 
the district court with instructions to enter a decree dismissing 
the bill of complaint without prejudice and with the provision 
that the court shall maintain jurisdiction of the cause and may 
set aside the decree and take further proceedings if future develop- 
ments justify that course in the appropriate enforcement of the 
Antitrust Act. 

It must be admitted that such a situation is impossible as 
a remedy for cutthroat competition. In the first place, 26 
percent of the operators are outside the plan. They will take 
every opportunity to reap profits by cutting below the stand- 
ards set up. There is no way of dealing with them under a 
voluntary agreement and their unfair practices make the plan 
entirely unworkable, in coal, just as in many other industries 
where a similar attempt has been made. In the second 
place, there is perpetual fear and uncertainty as to the action 
by the district court. If the plan really betters conditions by 
control of price and restraint of competition, it runs afoul 
of the antitrust law and must be dissolved. 

However, the Supreme Court, by unanimous decision, 
resolved all doubts in favor of stability in industry and fair 
competition. It has in reality invited Congress to lay down 
the public policy just as we are doing it in this bill. Surely 
we may rely upon the desire of this great tribunal to coop- 
erate, to the very furthest degree possible, in securing indus- 
trial recovery through reasonable partnership control. 

Now, Mr. Chairman, if the Nation’s industries are to be 
revived, purchasing power must be increased. That means 
the employment of idle men in the tasks of production. Im- 
mediately the question of hours and wages confronts us. 
Hours of labor must be reduced, but wages must be increased. 

Many plans have been offered for dealing with the prob- 
lem of hours of labor. The Black bill provided for a 30-hour 
week. There have been suggestions for the 36-hour week 
and the 40-hour week. 

The plan under this bill is not to fix a rigid schedule for 
every industry alike but to permit the employers and em- 
ployees in each industry to work out the hours of labor best 
suited to the exact conditions. It is believed that collective 
action will result in fair adjustment of working hours and 
balance them with production. 

Mr. Chairman, this would not be a measure for industrial 
recovery if it failed to deal with the workers in the indus- 
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tries and provide adequately for their just rights. I have 
heard it said that this is not the time to make any changes 
in labor relations, no matter how just those changes may be. 
The argument is that we should wait until this emergency 
is over before attempting to establish labor standards. 

Nothing could be more illogical. This emergency is, in 
part, due to the neglect of the importance of fair wages and 
balanced hours of labor in maintaining prosperity in a ma- 
chine age. Now is the best time possible to make sure that 
better methods will prevail in the future. 

This measure undertakes to secure and preserve the right 
of collective action for those who invest their muscle and 
mind and blood and life in industry. 

Section 7 is as follows: 

Sec. 7. Every code of fair competition, agreement, and license 
approved, prescribed, or issued under this title shall contain the 
following conditions: (1) That employees shall have the right to 
organize and bargain collectively through representatives of their 
own choosing, and shall be free from the interference, restraint, 
or coercion of employers of labor, or their agents, in the designa- 
tion of such representatives or in self-organizations or in other 
concerted activities for the purpose of collective bargaining or 
other mutual aid or protection; (2) that no employee and no one 
seeking employment shall be required as a condition of employ- 
ment to join any company union or to refrain from joining a 
labor organization of his own choosing; and (3) that employers 
shall comply with the maximum hours of labor, minimum rates 
of pay, and other working conditions, approved or prescribed by 
the President. 

It is the purpose to encourage the settlement of the vitally 
important questions of hours, wages, and working conditions 
by mutual agreements between organizations of employers 
and employees. The responsibility is put upon those who 
should have it. There will be no difficulty about it, granted 
a spirit of fair play and right thinking by both parties. 

When the agreement is made and approved it will have 
all the sanctions of the codes of fair competition. Its pro- 
visions will be enforced against any violator who would at- 
tempt to make unjust profits out of lower standards. 

If in any trade or industry there is neglect or refusal on 
the part of one or both parties to make mutual agreements 
covering these important questions, power is given the 
President through his agencies to investigate labor prac- 
tices, wages, hours of labor, and working conditions and pre- 
scribe fair standards. 

Such action will be necessary in few cases. We are giving 
power to employers and employees to adjust these questions 
and ninety-nine times out of a hundred they will do it. 
Mutual agreements are always easier to make when each 
side knows the strength of the other and respects the other. 

We have heard a great dea) about the evils and excesses 
of organized labor. The enemies of organized labor have 
been largely responsible. They have forced unionists to 
spend most of their time and efforts to secure the right to 
act collectively. Labor organizers have been fought by fair 
means and foul. They have had to deal with spies and face 
the attacks of a private police force. They have had to face 
black lists, injunctions, and vicious obstructions. It is no 
wonder that their tactics could not be marked by soft speech 
and gentle hands. 

Mr. Chairman, we are here frankly recognizing the right 
of workers to organize and bargain collectively. It is an 
inherent, God-given right, and granting it without equivo- 
cation will put a solid foundation under the structure of in- 
dustrial justice. 

If these provisions be opposed by industrial leaders, it will 
prove them blind leaders. They will be joining hands with 
the red revolutionists who plot against the Government. 
They, too, are enemies of trade-unionism and against them 
the unions must make continual struggle. The Industrial 
Workers of the World opposed collective bargaining as vio- 
lently as the most reactionary employer. The motto of that 
organization has been “ the working class and the employing 
class have nothing in common.” “Big Bill” Haywood de- 
nounced labor organizations, with their dues and sick bene- 
fits, because when the union has something to lose, the 
urge for rebellion is gone.” 
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There is constructive statesmanship in these provisions 
that every worker shall be free to join a labor organization 
of his own choosing. “ Trade-unionism”, said Gladstone, 
“is the bulwark of modern democracy.” This measure, when 
enacted into law, will make trade-unionism in America a 
better instrumentality for the advancement of social justice 
and human freedom. 

The question of the so-called “company union” is met 
in this measure. No worker shall be compelled to join a 
company union as a condition of employment, nor shall he 
be barred from joining another organization. The War 
Labor Board was compelled to take exactly that action dur- 
ing the World War, and to the day of its dissolution in 
August 1919 there was not a single strike involving an entire 
industry nor one of national proportions. Within 6 months 
after it went out of existence there were three great strikes, 
involving coal, steel, and railroads. 

If the employees of any company or establishment of their 
own free will desire to be represented by fellow employees, 
that course will come within the definition of collective 
bargaining. But if they have reason to believe that the 
“company union is only a subterfuge to control represen- 
tatives through threat of dismissal then they will have the 
right to choose another organization and other representa- 
tives. 

My friends, the labor union is a permanent part of our na- 
tional life. It cannot and should not be destroyed. It is 
here to stay, for men will die for the cause it represents. 
This measure only requires industry to recognize the facts 
and to adjust itself to them in constructive fashion. There 
will be difficulties but only the difficulties which come with 
democracy. Congress is not 100 percent perfect, yet we do 
not propose to scrap the Government on that account. 

We are attempting to stabilize industry. Of necessity 
there must be a place for the organization of labor, one of 
the most stabilizing forces in all industry. With fair wage 
standards and the elimination of sweat-shop wages, child 
labor, and other intolerable conditions, the fair and humane 
employer will be protected against cutthroat competition 
which he is powerless to meet today. 

Then, too, Mr. Chairman, the passage of this bill will 
put renewed courage and confidence into the hearts of 
1,500,000 independent merchants of this country. They have 
faced destructive competition and unfair practices on the 
part of great chain organizations, which have attained 
semimonopolistic power. More than 120,000 wholesale es- 
tablishments will have a fairer chance to serve the public 
welfare by performing their necessary function in distribu- 
tion under a square-deal policy. 

When the Supreme Court in 1911 put the resale price 
agreement under the ban of the Sherman antitrust law, it 
unwittingly struck a deadly blow against the independent 
retailer. From that day to this I have urged the recall of 
that judicial decision and the restoration of the right to 
fair contract universally admitted previous to that time. 

This bill gives the independent retailer his chance. His 
industry, one of the greatest in the Nation, cannot be forgot- 
ten if we are to build on the solid foundation of fair trade. 
It is not forgotten, for under the wise provisions written in 
this bill, the business men, who are the foundation of every 
local community in the land, will have their fair chance to 
protect themselves against cutthroat tactics in merchan- 

Mr. Chairman, title II, the public-works provisions, is an 
essential part of this plan for national recovery. Unemploy- 
ment is the root evil, and it is against that that we make 
war. The only cure for unemployment is putting people to 
work. This bill proposes to prime the pump by putting 
willing workers on public construction projects. Their pur- 
chasing power will make it possible to put others back in 
their regular occupations and with production and consump- 
tion balanced by proper control, to keep them at work. 

Almost 90 percent of the workers in the building trades 
are out of work today. The value of all construction in 1932 
was $6,097,000 less than in 1930. 
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There is public work to be done by the Federal Govern- 
ment and in every State in the Union. We need highways, 
ships, buildings, river and harbor improvements. The re- 
sumption of business activity alone will produce the reve- 
nues to pay the cost; $3,300,000,000, as provided in this bill, 
will mean work for 3,000,000 men. That will mean new 
buying at the stores, new orders for the factories, new jobs 
for factory workers, new jobs for clerical and professional 
workers. 

The section dealing with employment on the public works 
is in itself a tremendous stride forward. All the contracts 
let shall provide for the 30-hour week and, more important 
still, that the wages paid shall be compensation sufficient to 
provide a standard of living in decency and comfort. All 
the materials used shall be American-made. 

That is further proof that we are serious in our effort to 
increase purchasing power and increase employment as the 
vital action necessary to win the war against depression. 

There is power enough in the public-works title to turn 
over the wheel, and there is power enough in the industrial- 
recovery title to keep it turning. 

Mr. Chairman, this bill does not provide funds for the 
charitable relief of suffering Americans, but it will provide 
a pay envelop for workers out of which they may support 
themselves and their families. 

It does not provide any revision of our monetary system, 
but it will provide the method for putting money into cir- 
culation through the channels of business. 

It does not undertake to provide credit for business, but 
it makes it possible for business to secure credit from banks 
with assurance that the loans can be repaid. 

It does not aim to stimulate business by ballyhoo, but it 
does provide for the purchasing power needed to revive 
business. 

It does not put control of industry solely in the hands of 
producers, but it gives labor its just voice and the Govern- 
ment guards the rights of all. 

It does not undertake to cut down indebtedness, but it 
does offer a plan of fair prices and fair wages, so that 
indebtedness can be paid. 

This measure seeks industrial recovery through putting 
people back to work in their normal occupations at wages 
and hours which will make a more even distribution of pur- 
chasing power. 

It is protection of investors against losses from destructive 
policies. It imposes the responsibility of trustees upon big 
and little business. It offers a way to eliminate the sweat- 
shop and child labor. It recognizes that an era of plenty 
requires different policies than an age of scarcity, It is a 
new device big enough for a new age. 

O Mr. Chairman, I know that there are those who lift 
up their hands in horror at the thought that we are touch- 
ing with impious hands that holy of holies, the law of supply 
and demand. How can they face the facts of real life and 
still regard the “law of supply and demand as though it 
had the same fixity as the law of gravitation. 

It will not do to mouth these words in the presence of 
30,000,000 destitute Americans whose demand for goods is 
pitiful while they see an overabundance of the things they 
desire filling bursting warehouses. These words do not 
carry conviction to the bankrupted soft-coal operators who 
see coal cut to 45 cents a ton by those who dispossessed them 
of their property. 

It is possible to control the conditions which bring the 
law of supply and demand into operation. Put people back 
to work and let them have buying power and their demand 
will swamp the factories with orders. Restore purchasing 
power to the consuming millions who need and desire to 
buy goods for themselves and their families and the wheels 
of industry will hum with full activity. Balance production 
against an increasing standard of living for Americans and 
this depression will become only a nightmare memory. 

We are undertaking to secure industrial recovery by en- 
couraging a fairer distribution of buying power. The pur- 
pose is to accomplish that much-needed end through patri- 
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otic, business, industrial, labor, and political leadership. 
We are undertaking to solve the fourfold problem of pro- 
duction, price, wages, and hours under a sound and states- 
manlike plan. 

It is true that we must depend upon that intangible thing 
called human nature. This bill is founded in the faith that 
the majority of those engaged in trade and industry and the 
majority of those in labor organizations are men of good 
will, who will be satisfied with a square deal, no more and no 
less. It is built on the faith that the great mass of Ameri- 
cans have learned that our panicky present is due to our 
planless past and are willing to pay the price for security 
and stability. This bill is formulated with faith in the 
President of the United States and that he will administer 
the tremendous powers it gives him with but one purpose— 
the promotion of the general welfare. 

Yes; it is an act of faith, comparable to that of our fore- 
fathers when they put their names to the Declaration that 
“ all men are created equal and are endowed by their Creator 
with certain inalienable rights, among which are life, liberty, 
and the pursuit of happiness, and governments are instituted 
to secure these rights.” 

If their sublime faith had been baseless, this new Nation 
would have speedily perished. How sound and well merited 
their faith is proven by 150 years eventful history. 

Let us have faith. There are patriotism enough and wis- 
dom enough and genius enough in America to execute the 
partnership-control plan evolved in this measure and start us 
toward a future that will, in material comfort, and general 
well-being, outstrip all the prosperity of the past. [Applause.] 

Mr. DOUGHTON. Mr. Chairman, I yield such time as he 
may desire to the gentleman from Arkansas [Mr. GLOVER]. 

Mr. GLOVER. Mr. Chairman, the bill now before us is 
the President’s bill to relieve the unemployed, that now 
number about 12,000,000 men. No more pitiable sight can 
be presented than to find a large family in want simply be- 
cause the father cannot get work to do to earn a living. 

We have very few indolent people. Our people do not 
want a dole or to have to live off of charity, but on the 
other hand they want to earn an honest living and only 
want a chance to do so. This bill will give employment to at 
least 6,000,000 men when it is put into operation: 

The life of this bill is for a 2-year period. It is hoped, 
by that time, that our country will be restored to a 
normal condition. There are many objections that can be 
offered to this kind of legislation, and under normal condi- 
tions this bill would not pass this Congress. It gives entirely 
too much power to any one man, but we feel that our Presi- 
dent will use it justly and not abuse it. I do not believe that 
Congress should delegate its power to where it might be 
abused, but in this emergency we must trust the President 
with the power given to him. 

This bill seeks to correct by use of the power given the 
President the unfair practices that have for years been car- 
ried on by industry and to provide for a fair and just code 
of competition. If this can be done, industry will again 
prosper and men will be employed at a fair wage for a day’s 
labor. 

The States will receive under this bill $400,000,000 for road- 
building. My State of Arkansas is a small State in com- 
parison with some others, but it will get about $6,000,000 
for roadbuilding, which will give work to our people. 

Many public building will be erected under this bill. We 
hope to see many post-office buildings in our small cities 
taken care of and built. This will give employment to labor 
and make a demand for material. 

There is one provision of this bill that I dislike very much, 
and that is the provision for financing it. We have au- 
thorized the President by a law passed by this Congress to 
expand the currency to the amount of this bill and more. 
I see no good sense or business judgment in paying out 
large sums of money as interest on bonds when we can 
deposit the bonds as eligible security and issue the money 
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on them and save the interest. Under the rule adopted we 
cannot do that now. But I hope it will be provided for in 
the next Congress. 

There are many features of the bill I should like to dis- 
cuss, but I cannot in the time allotted to me. I do not like 
the provision that permits the President to redelegate some 
of the powers given to others. I think Cengress could have 
worked out a much better bill than this, but we are told 
by your House leaders that this is the bill the administra- 
tion wants and no other, and for that reason as a Democrat 
I am supporting the bill, in the hope that it accomplishes 
all the administration thinks it will accomplish. [Applause.] 

Mr. DOUGHTON. Mr. Chairman, I yield 10 minutes to 
the gentleman from Washington [Mr. Samure.t B. HILL]. 

Mr. SAMUEL B. HILL. Mr. Chairman, I can hardly be- 
lieve that very many Members of this House will vote against 
this bill. We have just listened to a very learned dissertation 
on the unconstitutionality of it. It is, however, little satis- 
faction to the man who is starving for want of the oppor- 
tunity to work to tell him that he is starving to death con- 
stitutionally. [Laughter.] Men who are in the breadlines, 
men who are out of employment and who, under the eco- 
nomic conditions obtaining, are unable to secure employ- 
ment, are not deeply interested in the constitutionality of 
an act which holds out the hope to them of returning pros- 
perity and of returning jobs. 

Mr. RANDOLPH. Will the gentleman yield? 

Mr. SAMUEL B. HILL. I yield to the gentleman from 
West Virginia. 

Mr. RANDOLPH. I wanted to make an observation while 
the gentleman from Pennsylvania [Mr. KELLY] was speak- 
ing. I believe what the gentleman from Pennsylvania [Mr. 
KELLY] was saying and what the gentleman from Wash- 
ington is now saying is true, and I want to add the observa- 
tion that in the splendid and eloquent remarks of the gentle- 
man from Pennsylvania IMr. Bzckl, I feel he is working 
from a wrong premise. The gentleman said that we were 
creating a dictatorship for a prosperous and wealthy indus- 
try, when, as a fact, I believe we are creating a savior for a 
bankrupt and prostrate industry. [Applause.] 

Mr. SAMUEL B. HILL. For 4 years we have been going 
down deeper and deeper in the bog. We have tried numer- 
ous expedients during this time in a legislative way to im- 
prove the economic conditions. 

We passed the Reconstruction Finance Corporation Act 
and this act has been beneficial in certain respects, but it 
fell far short of a complete remedy for the economic predica- 
ment in which the country found itself. We found that 
under the administration of that act, which was largely in 
the interest of extending credit, such credit as was so 
extended to the banks and the financial institutions did not 
go out into circulation and create employment, but rather 
was hoarded in order to render these institutions more 
liquid against a run on the institutions. 

We had the expedient of the Federal Reserve banks going 
into the open markets and buying Government securities 
in the hope of piling up credits that might get into the 
commercial life of the country, with the result that the 
member banks selling their securities to the Federal Reserve 
banks simply went out and bought other Government se- 
curities, and hence no expansion of the credit or the cur- 
rency resulted. 

The only thing that has brought about an amelioration 
of conditions against the economic depression has been the 
inflation that has come through our going off the gold 
standard, and from that we have now a hopeful country, 
hoping that this administration may be able to do some- 
thing to bring the people back to prosperity; and the leg- 
islation proposed here now is the most important part of 
the administration’s program to rehabilitate the economic 
condition of the country, and in view of this fact and in 
view of the confidence that the people of the country have 
in our President, I am sure that only a very small percent- 
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age of the membership of this House will refuse to support 
this legislation. It is the President’s bill and his plan for 
the rehabilitation of industry and commerce. 

A great deal has been said about the small number of men 
who could be employed under this program, and this argu- 
ment is based largely upon title II of the act or the building 
program under the act, in which the Government proposes 
to provide $3,300,000,000 to aid projects, mostly of a public 
character. This is the smallest item in this bill. It consti- 
tutes only the shocking blow that may serve to jar the wheel 
of industry off of dead center and start it revolving. 

The greatest and most important part of this legislation 
is to be found in title I. Under title I we have what is 
known as “ industrial control.” 

Mr. DIMOND. Will the gentleman from Washington yield 
with respect to one particular phase of the bill? 

Mr. SAMUEL B. HILL. I yield. 

Mr. DIMOND. As the Delegate from Alaska, I am particu- 
larly interested in the provisions with respect to the public- 
highway system as applied to Alaska, and I wish to ask the 
gentleman a question because he is a member of the Ways 
and Means Committee. I direct the gentleman’s attention to 
sections 202 and 203 of the act which provide that public 
highways, among other public works, may be constructed in 
all the States, including Alaska and the District of Columbia, 
and so forth; and then under section 204 we have a special 
provision in relation to highways allotting or authorizing 
$400,000,000 to be spent on the highways under the provisions 
of this section. 

I understand that this was taken up with the Director 
of the Budget when he appeared before the committee I think, 
in executive session, with respect to whether the provisions 
of section 204 would prevent the construction of highways 
in the Territories, particularly the Territory of Alaska under 
the provisions of sections 202 and 203 of the act. I would 
like to have the gentleman give me any information he has 
upon this point. 

Mr. SAMUEL B. HILL. The Director of the Budget said 
it was his opinion that it did not, that under sections 202 
and 203 you might have money for highway construction in 
the Territory of Alaska, but not coming out of the $400,- 
000,000 allocated to the States. 

Mr. DIMOND. Is that the gentleman’s opinion? 

Mr. SAMUEL B. HILL. That is my opinion, too. 

Now, the most important part of the legislation is in title 
I, providing for industrial recovery. Under title I an 
amount to $3,300,000,000 may be expended by the Govern- 
ment in financing public enterprises and enterprises semi- 
public. 

Under title I it is hoped and expected by the sponsors of 
the legislation to rehabilitate industry, so that under that 
title there will probably be thirty or forty billion dollars ex- 
pended in the industrial program, and when industry is 
rehabilitated you will find that the greatest percentage of 
reemployment of the idle men in our country today will be 
in the industries, trades, and commerce. 

It has been objected that this legislation suspends the 
operation of the antitrust law. The prime purpose of the 
antitrust law is to preserve fair competition in trade and 
industry and to preserve that fair competition against 
organized monopolies. 

I say to you that the purpose of title I of this bill, which 
suspends for a certain time the antitrust law, promotes the 
spirit of the antitrust law itself because we propose here to 
add to or supplement existing law designed to preserve 
conditions of fair competition. The antitrust law does not 
take into consideration unfair competition resulting from 
the exploitation of labor. It has developed that that is the 
greatest factor in unfair competition that confronts 
industry today. 

This bill proposes to make that one of the factors in ar- 
riving at the basis of fair competition and to protect labor 
in a living wage and protect industry that pays a living wage 
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against other industries less scrupulous that take advantage 
of necessitous conditions to exploit labor and say, “ You 
must take the wages we offer or you will have no job.” 

I say that in preserving the conditions of fair competi- 
tion, even though it suspends in part the operation of the 
antitrust law, does in fact support the main objective of 
the antitrust law—namely, the preserving of fair competi- 
tion. That is the whole gist of title I, and its whole pur- 
pose is the increasing of employment in industry and 
securing a living wage to labor. When labor has a living 
wage, you have increased the purchasing capacity of the 
masses of the people,and built up a market for industry. 

Mr. COX. Will the gentleman yield? 

Mr. SAMUEL B. HILL. I yield to the gentleman. 

Mr. COX. The gentleman’s committee authorizes an 
agent to carry out the purposes of the legislation and set 
up and regulate the hours of labor and fix a minimum wage. 
In view of the holdings of the Supreme Court, what has 
the gentleman to say as to the expectation that these pro- 
visions of the act will be sustained and upheld? 

Mr. SAMUEL B. HILL. I do not share the alarm of my 
friend from Georgia in that regard. 

Mr. COX. Does the gentleman expect the Court to hold 
it is within the power of Congress to fix a minimum wage 
and regulate hours of labor in private industry which in no 
way affects the public interest? 

Mr. SAMUEL B. HILL. I do not admit the gentleman’s 
premise that it “in no way affects the public interest.” This 
legislation is based on the constitutional provision found in 
the commerce clause and in the general welfare clause. 

Mr. COX. Does the gentleman construe the commerce 
clause to vest power in the Congress to regulate trade wholly 
and entirely dissociated from actual interstate commerce? 

Mr. SAMUEL B. HILL. Again, I cannot assume the 
premise that the gentleman proposes. This bill is so care- 
fully drawn that that question does not enter into the 
discussion. Title I of this bill relates only to interstate 
commerce. 

Mr. COX. But does the gentleman construe the term 
“interstate commerce” to mean the right to control any 
traffic entering commerce from the point of origin or pro- 
duction to the point of distribution? 

Mr. SAMUEL B. HILL. Provided it becomes interstate in 
its transportation and in its commerce. 

Mr. COX. In other words, does the gentleman construe 
the commerce clause to mean that Congress has the power 
to extend its control over any article entering the channels 
of trade—that is, interstate commerce—back to the point of 
origin or production. Let me make myself plain. 

Mr. SAMUEL B. HILL. Please do not take up too much 
of my time. 

Mr. COX. But the gentleman is discussing a very im- 
portant question. 

Mr. SAMUEL B. HILL. The gentleman has time coming 
to him in his own right. 

Mr. VINSON of Kentucky. Let me suggest that the 
powers granted herein are discretionary, and it is an 
academic question to pick out some isolated product and 
ask whether it comes within the purview of the act. The 
discretion is given the President of the United States, and 
I might say to those who are alarmed, that we all know 
that an emergency exists, that the economic structure has 
fallen, and this power is only for temporary emergency 
purposes. 

Mr. COX. Will the gentleman yield to me to ask him a 
question? 

Mr. SAMUEL B. HILL. I must ask the gentleman to use 
his own time. 

The CHAIRMAN. The time of the gentleman from 
Washington has expired. 

Mr. DOUGHTON. Mr. Chairman, I yield the gentleman 
5 minutes more. 
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Mr. SAMUEL B. HILL. Mr. Chairman and gentlemen, 
we all know this legislation is of an emergency character, 
that it is proposed to meet the most emergent situation 
in which this country has ever found itself. It is tempo- 
rary; it is self-eliminating, confined to the period of 2 years, 
unless sooner terminated by proclamation of the President 
or by a joint resolution of Congress. The labor interests 
of the country, the industrial interests of the country, the 
agricultural interests of the country, are willing to take a 
chance on the constitutionality of it, and, personally, I am 
not alarmed at these great barriers which our friends seek 
to erect against the legality of the proposed legislation. I 
am willing to try it, and I believe you are willing to try it, 
and in this great emergency I doubt very seriously whether 
the courts would contemplate barring action by the Gov- 
ernment to bring us out of the situation which means ruin 
and destruction of the Government itself, unless it is rem- 
edied. What boots it if we have our Constitution main- 
tained in what we think was its original integrity, if civili- 
zation under it crumbles and falls? 

We must meet these new conditions, and we all know that 
the courts have construed exceptional legislative provisions 
with a view of developing progress and the provisions of the 
Constitution to fit the conditions of society as they have 
developed. 

Mr. COX. Mr. Chairman, will the gentleman yield? 

Mr. SAMUEL B. HILL. I decline to yield; I have not the 
time. I claim that the big thing in this bill is title I, which, 
if it works out as its sponsors hope it will, will put to work 
millions of men and will bring about the expenditure of 
billions of dollars. The public-works program provided for 
in the bill will be limited to the amount specified, namely, 
$3,300,000,000. Title I carries out the exact purpose of the 
antitrust laws in maintaining conditions of fair competition. 
It carries out the idea in the Federal Trade Act that pro- 
vides machinery for enforcing methods of fair competition. 
It is in conformity with the Weights and Measures Act and 
with the standard of money and with all of these acts that 
have been passed by Congress to preserve conditions of fair 
competition. 

There is nothing new in principle in this title I. It simply 
carries out the purpose that has been running through 
statutes since the Interstate Commerce Act was passed, back 
in the eighties, and it does not conduce to monopoly. It 
is specifically provided in the bill that under the supervision 
of the administrator or the President monopoly shall not 
be permitted to grow up. It must in its codes of fair compe- 
tition be representative of the industries affected, so that 
big and small alike may have the same benefits. There is 
no discrimination, no opportunity for monopoly. There is 
no opportunity for suppressing small industry, and there is a 
provision for protecting labor and for protecting the indus- 
tries which employ labor at a living wage. If you carry out 
that condition, you will start the wheels of industry turning 
in this country and we will have the people back on an earn- 
ing basis, on the basis of purchasing power. That is what 
the bill proposes to do. This bill has the unqualified and 
wholehearted endorsement of the American Federation of 
Labor, as voiced by President Green, of that organization, 
before the Ways and Means Committee; and Donald H. 
Richberg, for many years attorney for the railway-labor 
organizations, helped to write the bill, and, in fact, wrote 
practically all of the industrial-control feature embraced 
in title I. 

Mr. COX. Mr. Chairman, will the gentleman yield? 

If monopoly is not contemplated, then why the proposal 
to set aside the antitrust law? 

Mr. SAMUEL B. HILL. The antitrust law is not set 
aside as to monopolies. It is suspended for the purpose of 
enabling trade associations and industries to enter into trade 
agreements under the supervision of the administrator for 
the protection of labor against starvation wages and for 
the protection of legitimate industry against sweatshop 
competition. 
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Prevention of unfair competition and unfair methods of 
competition is the object of: (1) Antitrust laws; (2) Inter- 
state Commerce Commission Act; (3) Federal Trade Com- 
mission Act; (4) Weights and Measures and Standards Acts. 
And the purpose of title I of this bill is to prevent unfair 
competition by preventing the exploitation of labor. 

The CHAIRMAN. The time of the gentleman from 
Washington has expired. 

Mr. SAMUEL B. HILL. Under leave to extend my re- 
marks I submit the following brief analysis of the bill: 

TITLE I 

Section 1: Declaration of policy. 

Section 2: Administration agencies. 

Section 3: Codes of fair competition. (a) Approval of such 
codes by the President. 

(1) When no inequitable restrictions are imposed on ad- 
mission to membership, and that those presenting such code 
to the President are fairly representative of such trades or 
industries. 

(2) That such codes are not designed to promote monop- 
olies or to eliminate or oppress small enterprises (spirit of 
antitrust laws is preserved hereunder). 

(b) Upon approval of such code by the President such 
code shall be the standards of fair competition in commerce 
for such trade or industry. 

(c) Terms of code of fair competition enforceable through 
Federal district courts. 

(d) President may prescribe and approve a code of fair 
competition where the trade or industry has not presented 
such code to him on its own initiative. Public notice and 
hearing prerequisite for such action by President. 

Section 4 (a): President authorized to enter into volun- 
tary agreements between or among persons engaged in trade 
or industry, labor organizations, and trade or industrial or- 
ganizations, associations, or groups, if such agreements will 
aid in effectuating the policy of title I with respect to inter- 
state commerce and will not promote monopolies or oppress 
small business enterprises. 

(b) President may require business licenses in order to 
effectuate a code of fair competition or an agreement under 
this title. Such license requirements shall be imposed only 
after public notice and hearing and a proclamation of such 
requirement. 

Section 5: During the effective period of title I and for 
60 days thereafter any approved code, agreement, or license 
thereunder exempts from the provisions of the antitrust 
laws. 

Section 6: Limitation of benefits. 

(a) Trade or industrial association or group must furnish 
to President such information as he by regulation may pre- 
scribe. 

(b) President authorized to prescribe rules and regula- 
tions designed to insure that any organization availing itself 
of the benefits hereunder shall be truly representative of the 
trade or industry represented by such organization. 

(c) Federal Trade Commission directed to make such in- 
vestigations as President may require for purposes of this 
title. 

Section 7: (a) Conditions of code of fair competition, 
agreement and license. 

(1) Right of employees to organize and bargain collec- 
tively. 

(2) No employee or one seeking employment shall be re- 
quired as a condition of employment to join any company 
union or refrain from joining any labor organizations of his 
own choosing. 

(3) That employers shall comply with maximum hours of 
labor and minimum rates of pay, and so forth. 

(b) President shall allow as far as practicable employers 
and employees to establish by mutual agreement standards 
as to maximum hours of labor, minimum rates of pay, and 
other working conditions, and such standards when approved 
by the President shall have the same effect as a code of fair 
competition. 
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(c) Where no such agreement has been approved by the 
President, he may investigate the labor practices, policies, 
wages, hours of labor, and working conditions in a trade or 
industry and, after hearings, may prescribe a limited code 
of fair competition fixing the maximum hours of labor, 
minimum rates of pay, and other working conditions in such 
trade or industry. 

Section 8: This title shall not be construed as repealing or 
modifying any of the provisions of the Agricultural Adjust- 
ment Act, approved May 12, 1933. 

Section 9: (a) President is empowered to prescribe neces- 
sary rules and regulations to carry out the purposes of this 
title, and fees for licenses and for filing codes of fair com- 
petition. The violation of any such rule or regulation is 
punishable by fine or imprisonment or both. 

(b) The President may from time to time cancel or modify 
any order, license, rule, or regulation issued under this title. 

TITLE II 
Public works and construction program 

Section 201 (a) provides agencies and personnel to carry 
out the program. 

(b) Provides personnel and facilities and fixing compen- 
sations. 

(c) Compensation, expenses, and allowances to be paid 
out of funds made available by this act. 

(d) Limiting life of this title to 2 years or such shorter 
period as President may proclaim. 

Section 202: Administrator to prepare program of public 
works of the character of projects designated in that 
section. 

Section 203: (a) (1) Provides for financing the construc- 
tion of the projects and works authorized by section 202. 

(2) Grants to States, municipalities, or other public 
bodies for the construction, repair, or improvement of any 
such project, limited to 30 percent of the cost of labor and 
materials employed upon such projects. 

(3) Grants the power of eminent domain to acquire nec- 
essary real or personal property in connection with the 
construction of such project and providing that all moneys 
received by way of repayment of loans or from sales of 
securities and lease of properties shall be applied to retire- 
ment of the bonds to be issued to finance the building 
program. 

(4) Provides aid in financing such railroad maintenance 
and equipment as may be approved by the Interstate Com- 
merce Commission as desirable for the improvement of 
transportation facilities. 

Proviso: To render a State, county, or municipality eligi- 
ble for the 30-percent grant herein, it may be required to 
show that its ordinary expenditures are prudently within its 
estimated revenues. 

(b) All expenditures of officers and employees in connec- 
tion with a particular project shall be charged to the amount 
allocated to such project. 

(c) Sections 305 and 306 of the Emergency Relief and 
Construction Act of 1932, as amended, shall apply in the 
acquisition of lands or sites for Federal public buildings. 

Section 204, public highways: (a) $400,000,000 provided 
for emergency construction of public highways granted to 
the States. 

(1) For expenditure on the Federal-aid highway system 
and extensions thereof into and through municipalities; 
also for the elimination of hazards to highway traffic. No 
part of such funds to be used for acquiring right of way, 
easements in any railroad grade eliminating project. 

(2) For construction of secondary or feeder roads, deter- 
mined upon between the State highway departments and the 
Secretary of Agriculture. Such grants shall be available for 
payment of full costs of surveys, plans, improvement and 
construction of secondary or feeder roads. 

(b) Provides the basis of allocation of the $400,000,000 
among the several States.. 

(c) Provides that all contracts involving the expenditure 
of such highway funds shall specify minimum rates of wages 
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which contractors shall pay skilled and unskilled labor and 
that such minimum rates shall be stated in the call for bids 
and shall also be stated in the bids for the work. 

(d) Removes the limitation, as to the expenditure of these 
funds, in the Federal Highway Act, approved November 9, 
1921, as amended and supplemented, upon highway con- 
struction, and so forth, and upon payments per mile which 
may be made from Federal funds. 

Section 205 provides that all contracts for construction 
projects and all loans and grants hereunder shall contain 
such provisions as are necessary to insure— 

(1) That no convict labor shall be employed upon such 
project; 

(2) That, so far as practicable, no individual directly 
employed on any such project shall work more than 30 hours 
in any one week; 

(3) That all employees shall be paid wages sufficient to 
provide, for the hours of labor as limited, a standard of 
living in decency and comfort; and 

(4) That preference shall be given, where they are quali- 
fied, to ex-service men with dependents. 

Section 206 authorizes the President to prescribe such 
rules and regulations as may be necessary to carry out the 
purposes of this title, and makes the violations of any such 
rule or regulation punishable by fine or imprisonment or 
both. 

Section 207 provides through bond issues the raising of 
the moneys necessary to the projects authorized under this 
act and also provides an addition to the existing sinking 
fund of the Government 2½ percent of the amount author- 
ized to be expended under this act, and appropriates such 
additional sinking fund money for each fiscal year, begin- 
ning with the fiscal year 1934, to pay the interest on the 
bonds to be issued hereunder and to retire such bonds at 
maturity. 

Section 208 provides additional taxes to meet the interest 
and sinking fund requirements necessary to service the bond 
issues herein authorized in the estimated amount of $220,- 
000,000 a year. 

Section 209 authorizes the appropriation of $3,300,000,000 
for the purposes of this act. 

THLE III 

Amendments to Emergency Relief and Construction Act 

and miscellaneous provisions. 


Section 301: Transfer from the Reconstruction Finance * 


Corporation to the administrator under this act the powers 
and functions enumerated under and in connection with 
section 201 (a) of the Emergency Relief and Construction 
Act of 1932, as amended. 

Section 302 reduces the total amount of all obligations 
which the Reconstruction Finance Corporation is authorized 
under section 9 of the Reconstruction Finance Corporation 
Act, as amended, to have outstanding at any one time by 
$1,200,000,000. 

This reduction is made because of the projects under 
section 201 (a) of the Emergency Relief and Construction Act 
of 1932 being transferred to the jurisdiction of the adminis- 
trator under this act. 

Section 303 is the separability provision. 

Mr. RAGON. Mr. Chairman, I yield such time as he may 
desire to the gentleman from Georgia [Mr. Tarver]. 

Mr. TARVER. Mr. Chairman, I ask unanimous consent 
to revise and extend my remarks and to include in connec- 
tion therewith a publication containing a statement made 
recently by the Secretary of Labor. 

The CHAIRMAN. Is there objection to the request of 
the gentleman from Georgia? 

There was no objection. 

Mr. TARVER. Mr. Chairman, the bill before the House 
proposes to place the entire control of every character of 
trade or industry in the United States within the control 
of agencies to be set up by the President; to authorize the 
expenditure of $3,300,000,000 in a public-works program to 
be directed by an administrator appointed by the President; 
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to levy an additional tax burden of $220,000,000 per annum 
upon the people; and to offer to the people relief from this 
tax burden if they will repeal the eighteenth amendment. 
It was impossible for me to secure time for a detailed dis- 
cussion of its provisions. A decent regard for the opinions 
of the people I represent, and a profound respect for our 
great President in whose name the measure is being urged, 
requires that I should briefly state the reasons which impel 
me to vote against it. 

The industrial control title of the bill would authorize 
such agencies as the President may set up, either upon the 
application of a portion of a trade or industry supposed to 
be representative of it, or of some branch of it, or “ upon 
his own motion ”, to fix regulations for the Government of 
that trade or industry, which “shall contain * * * maxi- 
mum hours of labor, minimum rates of pay, and other work- 
ing conditions.” Licenses may be required of business 
enterprises ”, and if not secured or if revoked, anyone who 
carries on such enterprise shall be guilty of acrime. In other 
words, no man could carry on a business of trade or indus- 
try without complying with such regulations covering wages, 
hours of labor, and working conditions as might be pre- 
scribed, and without securing, if required, a license from the 
Federal Government. The bill is far beyond the provisions 
of the Black 6-hour bill, in which it was proposed for Con- 
gress to legislate on the subject of hours of labor. In this 
bill it is proposed that Congress delegate the power to legis- 
late, not merely to the President, but to “such officers, 
agents, and employees as he may designate or appoint ”; 
and not merely with reference to hours of labor, but with 
reference to the entire field of industrial operation and 
control. 

The Supreme Court of the United States has clearly said 
in the child-labor decision, and reaffirmed in subsequent 
decisions that I shall not take time to cite, that Congress 
has no power to enact any such legislation. Waiving aside 
the question of the right of Congress to delegate to the 
executive branch of the Government its legislative author- 
ity, the legislation touches a subject matter that under the 
Constitution is purely within State control. In the case 
of Hammer v. Dagenhart (247 U.S. 251) the Supreme Court 
said: 

The manufacture of goods is me commerce, nor do the facts 
that they are intended for, and are afterward shipped in, inter- 
state commerce make their production a part of that commerce 
subject to the control of Congress. The power to regulate inter- 
state commerce was not intended as a means of enabling Con- 
gress to equalize the economic conditions in the States for the 
prevention of unfair competition among them. * * * It was 
not intended as an authority to Congress to control the States in 
the exercise of their police power over local trade and manufac- 
ture, always existing and expressly reserved to them by the tenth 
amendment. 

There are no words in the English language to make the 
proposition plainer. No lawyer can read that language and 
say that under its meaning Congress can control, or author- 
ize anybody else to control, the manufacture of goods in 
your State or mine, and everything incident to their manu- 
facture, merely because those goods are to be shipped in 
interstate commerce. The fact that it was a 5-to-4 decision 
makes no difference. It is the law of the land until it is 
overruled. And as a Member of Congress, sworn to uphold 
the Constitution, I can do no less than accord to it the 
meaning which has been given it by the highest court in the 
land. 

It is sought to differentiate this bill from the character 
of legislation the Supreme Court says is unconstitutional, 
upon the ground that it is an emergency measure. I defy 
any gentleman to point out any provision of the Constitu- 
tion, or any decision of the Supreme Court, construing it, 
which authorizes the conclusion that the existence of an 
emergency vests in Congress the right to exercise power 
over matters expressly reserved to the States by the tenth 
amendment. 

If I felt that there is a chance the Supreme Court might 
uphold this legislation, I should oppose it all the more 
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strongly. I shall not take part in the establishment of a 
precedent under which any Congress in future, perhaps a 
Congress inimical to my section of the country, perhaps 
a Congress in whose councils the manufacturing interests 
of other sections may have a voice and those of my section 
have none, may impose any character of restricting, ham- 
pering, ham-stringing legislation it desires upon the manu- 
facturers of my State. We shall not always have a Presi- 
dent Roosevelt; it is conceivable that at some time in the 
future we might have another Republican administration; 
and I tremble to think what the cotton manufacturers of 
New England, who have long been jealous of the gradual 
transfer of that industry to the South, might do to southern 
textile manufacturers under a Republican administration 
if a precedent like this is established and upheld by the 
courts. If we can do this, we can do anything we want 
with regard to goods that are to be shipped in interstate 
commerce. We can say to the cotton farmer, “ Neither you 
nor anyone for you, shall work more than 3 hours, or 5 
hours, or 6 hours a day; you shall not pay your hired hand 
less than $3 per day—if you do, it will be a crime to trans- 
port the cotton you raise in interstate commerce.” Perhaps 
no Congress would ever go to such extremes, but I shall not 
be one to vote in favor of saying that Congress has the 
right, if it desires, to regulate all matters of that sort. 

Who are the agencies that will be selected to make these 
laws regulating manufacture in the States? Who have 
been the agencies most prominent in urging them before 
committees in Congress? Can any Member of Congress 
point to a more outstanding person of this type than the 
honorable Secretary of Labor, Miss Frances Perkins? What 
is her attitude toward the people and industries of my sec- 
tion; what does she know about their condition? With pro- 
found regret, but as a matter of duty, I call attention to an 
Associated Press dispatch quoting her views as delivered 
before an audience in New York on May 22: 


[From the Atlanta Constitution, May 22, 1933] 


“SOUTH BAREFOOT”, FRANCES PERKINS—LABOR SECRETARY SEES SOCIAL 
REVOLUTION WITH WEARING OF SHOES 


New Tonk, May 22. of Labor Frances Perkins de- 
clared today that the administration program of strengthening 
consumers’ buying power may build up “a new kind of civiliza- 
tion.” She addressed the girls’ work section of the Welfare Coun- 
cil. of New York City. 

“We recognize,” she said, 
cannot go on unless we consciously build up the purchasing power 
of the people who work in this country and we are recognizing 
that out of the building up of this purchasing power—by artificial 
or other means—may come a blessing poyoni anything we in our 
generation have ever dared to dream of. 

As an example, Miss Perkins cited the South as a market for 
shoes. 

“Those of you who have lived all your lives in communities 
where the wearing of shoes is a commonplace,” Miss Perkins said, 
“have, perhaps, forgotten how important and significant a social 
contribution are shoes. 

“When you realize the whole South of this country is an un- 
tapped market for shoes, you realize we haven't yet reached the 
end of the social benefits and the social goods that may come from 
the further development of the mass-production system on a 
basis of consuming power in the South which will make possible 
the universal use of shoes in the South. 

“I have said in the last few weeks, as we have been discussing 
the bills in Washington which have been proposed for the revival 
of industry and which, among other things, provide for the fixing 
of hours of work and for the fixing of minimum rates of pay, 
that if the minimum rates of pay and the hours of work could be 
fixed in the southern mills and in the southern employments gen- 
erally, that those who wanted to get rich quick ought to buy a 
shoe factory, for the opportunity of buying shoes by people who 
may have their wages for the first time in a generation come 
up to the level of living is perfectly enormous and a social 
Ee can take place if you put shoes on the people of the 


To one having knowledge of conditions in the South the 
statement of the honorable Secretary would be merely ridic- 
ulous if it did not disclose such pitiable and dangerous igno- 
rance of the South and its people on the part of one who is 
undertaking to direct legislation vitally touching the manu- 
facturing interests of the whole country. 


“that our mass-production system 
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The clear inference from her statement is that the wearing 
of shoes is an exception rather than a rule in the South, 
which, according to her, is “ an untapped market for shoes”, 
and that the passage of this legislation “ will make possibie 
the universal use of shoes in the South.” , How must the 
intelligent, high-class laboring population of the South, the 
people who toil in its factories and on its farms, and who 
compare exceedingly favorably with those of other sections 
of the country, appreciate having legislation drafted for 
them and which will doubtless be, in part, administered for 
them by a woman who knows so little about them that she 
can picture them as a whole pacing the highways of the 
South unshod? Let me assure the honorable Secretary that 
the people of the South are doubtless just as familiar as she 
with the use of shoes, although if she comes South in the 
summer we might have to hide our barefoot boys in order 
to avoid the breath of her condemnation; but heaven help 
us if we must have the teeming millions who work in our 
industries and their destinies controlled, in whole or in part, 
by people who have as little knowledge of them as she shows 
by her statement. 

I prefer to leave the industries of my State and their 
workers to the control of their own laws, and to the rights 
guaranteed to them under the Constitution. No man in the 
world more deeply sympathizes with labor than I do. I 
come from the ranks of labor. When, as a very young man, 
I went to our State legislature, I was instrumental in having 
written upon the statute books of Georgia a law restricting 
the hours of labor in cotton and woolen mills. But I shall 
insist upon the right of my people to make their own laws in 
a field where the Supreme Court of the United States has 
said the Federal Government has no right to come. 

I have not discussed the public works or tax features of 
the bill. If it is good statesmanship to endeavor to relieve 
unemployment through Government work, if the Govern- 
ment can properly furnish enough people work to contribute 
enough aid toward the solution of the unemployment prob- 
lem to justify it, the public works program is warranted, 
but even without the industrial control feature I have dis- 
cussed, I should want, if I had the opportunity under the 
rule, to propose amendments assuring that this tremendous 
sum of money would be evenly distributed throughout the 
country, and that my people would not be taxed to pay for 
billions of dollars worth of improvements going largely to 
other sections of the country. But the rule does not permit 
me to offer an amendment. 

Not long ago we passed a relief bill carrying half a bil- 
lion dollars, and the first allocations of money thereunder 
sent two and one half million dollars to Illinois and $40,000 
to Georgia. I hope further distributions under it will be 
more equitable, but in the case of this appropriation of over 
$3,000,000,000, I for one am unwilling to leave it entirely to 
hope. I question whether the benefit from the public- 
works program will equal the evil of a heavy additional tax 
burden in this time of distress, and especially am I con- 
cerned about that portion of the tax part of the bill by 
which you propose to continue the nuisance taxes beyond 
the fiscal year 1934. But, under your rule, you will not 
allow this House to do what you know it would do if it had 
the chance and amend this bill so as to correct this situa- 
tion. You will not allow us to say, if we must have addi- 
tional taxes, what kind of taxes we prefer. We must swal- 
low the bill whole, from stem to stern, without amendment, 
or else vote against it all, and since I cannot swallow its 
head there is no use to debate whether I could swallow its 
tail, especially that little stinger on the end of its tail by 
which you offer the American people to relieve them of a 
$220,000,000 tax burden if they will repeal the eighteenth 
amendment. [Applause.] 

Mr. TREADWAY. Mr, Chairman, I yield 10 minutes to 
the gentleman from Minnesota [Mr. Knutson]. 

Mr. KNUTSON. Mr. Chairman, the measure we are now 
considering is a part of the administration’s economic-recoy- 
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ery program, and was reported out by the Ways and Means 
Committee without a dissenting vote. During the hearings 
our committee had before it Director of the Budget Douglas; 
Assistant Attorney General Donald R. Richberg; Senator 
Robert F. Wagner; William Green, president American Fed- 
eration of Labor; Henry I. Harriman, president of the Cham- 
ber of Commerce of the United States; Prof. Irving Fisher, 
of Yale University; leaders in agriculture and industry—in 
fact, we heard everyone who had constructive suggestions to 
offer, and to one and all the committee is deeply indebted. 

In the consideration of the measure itself partisanship 
was laid aside and every member thereof was animated by 
but one purpose—to give to the President every possible 
cooperation in his program to bring to an early termination 
the devastating depression which has hung like a pall over 
the entire world the past 4 years. May I be pardoned if 
at this point I pay a deserved tribute to our beloved chair- 
man, Mr. Dovcuron, for his unfailing fairness and courtesy 
during the long and arduous hearings. 

Other and older members of the committee have spoken 
of its tax features; therefore I shall content myself with a 
brief outline of some other aspects of what I consider one 
of the most important and perhaps revolutionary measures 
ever to come before an American Congress. To those who 
would say that this bill confers too great powers upon the 
President, let me say that the necessity for strong and 
centralized power is most necessary if we are to have an 
early recovery. 

Mr. COX. Will the gentleman yield? 

Mr. KNUTSON. I yield. 

Mr. COX. The gentleman speaks of this being revolu- 
tionary in character. Does the gentleman mean by that 
that it is revolutionary in that it runs counter to the pro- 
visions of the Constitution? 

Mr. KNUTSON. I am not a lawyer, so I will say to 
the gentleman from Georgia that I cannot discuss the legal 
phases of this legislation. 

Mr. COX. What does the gentleman mean when he says 
it is revolutionary? 

Mr. KNUTSON. That its provisions are different from 
that of any other legislation that has ever come before 
a Congress, to my knowledge. 

Mr. COX. Different in what respect? 

Mr. KNUTSON. Oh, in a number of respects, and if 
the gentleman will read the bill and the hearings—— 

Mr. COX. I have read the bill and I think I understand 
it quite as well as the gentleman. I have read the hearings 
and I can get nothing out of them except a recitation of 
the contents of the bill. 

Mr. KNUTSON. Well, that is a matter of opinion. 

Then, too, it is well to bear in mind that this legislation 
is but for 2 years and less if the emergency shall have passed 
before that time. 

Primarily, the bill now before us is an employment meas- 
ure, in that its aim is to bring about an increase in employ- 
ment at wage levels that will restore normal living conditions 
as they existed in our land prior to the depression. It is sought 
to bring this about through cooperative action within in- 
dustry itself, and by the undertaking of a gigantic public- 
works program, the entire cost of which may run as high as 
$3,300,000,000, although it is not anticipated that this stag- 
gering sum will be required, for it is our thought and hope 
that the very passage of this legislation will so restore confi- 
dence as to make necessary the spending of but a fraction of 
ths sum authorized. 

As has been pointed out by preceding speakers, this legis- 
lation will be made effective through voluntary codes and 
agreements entered into by groups engaged in the same in- 
dustry or trade. It is designed to prevent cutthroat com- 
petition and unfair trade practices; to shorten hours of toil 
and the establishment of minimum wage scales in certain 
industries and trades, thereby giving a better and more 
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profitable distribution of work; by protecting the small and 
weak against the strong and powerful. 

Mr. COLLINS of Mississippi. Will the gentleman yield? 

Mr. KNUTSON. I yield. 

Mr. COLLINS of Mississippi. I should like to know how 
much of the $3,300,000,000 the gentleman expects will be 
spent? 

Mr. KNUTSON. I do not know, but it was testified before 
our committee—— 

Mr. COLLINS of Mississippi. A relatively small amount? 

Mr. KNUTSON. That the amount spent under this bill 
would probably result in 14 or 15 times as much being spent 
throughout the country by individuals. 

Mr. COLLINS of Mississippi. But of the $3,300,000,000, 
the gentleman thinks only a small part will be expended? 

Mr. KNUTSON. Of course, not a small part. The gentle- 
man must bear in mind there have only been one billion 
minutes since the dawn of the Christian era, so that any 
part we spend here will not be an inconsiderable amount. 
I anticipate there will probably be a couple of billion dollars 
spent under this legislation. 

Mr. VINSON of Kentucky. Will the gentleman yield? 

Mr. KNUTSON. I yield. 

Mr. VINSON of Kentucky. May I suggest it was testified 
before the committee that there would be more than 
$2,500,000,000 spent in the first 12 months after it went into 
operation. 

Mr. KNUTSON. Yes. I thank my colleague. 

Mr. COX. But the gentleman will agree—— ~ 

Mr. KNUTSON. Now, Mr. Chairman, I hope the Demo- 
cratic leader will give my good friend from Georgia some 
time. The gentleman consumed much of the time of the 
gentleman from Washington [Mr. HILL]. 

Mr. COX. Was not the gentleman enlightened as a result 
of the questions propounded to the gentleman referred to? 

Mr. KNUTSON. Somewhat. 

Mr. COX. I thank the gentleman. 

Mr. KNUTSON. As much as I expected. 

Mr. SWICK. Will the gentleman yield? 

Mr. KNUTSON. I yield briefly. 

Mr. SWICK. Are these public works self-liquidating 
projects? 

Mr. KNUTSON. Not all. Save for the road-building al- 
location that which is allocated for public works is self- 
liquidating. That is, $400,000,000 is given outright to the 
States without the States being obliged to match it dollar 
for dollar, as has been the case heretofore, but under the 
provisions of this legislation the Government may advance 
to the political subdivisions moneys for public improvements 
such as sewage-disposal plants, waterworks, and other 
things, and under the provisions of this act the President 
may make an outright grant or donation of up to 30 per- 
cent of the amount which the municipality will secure. 

Mr. SWICK. Without any idea that the projects are 
self-liquidating? 

Mr. KNUTSON. No. 

Mr. THOM. They will be by taxes. 

Mr. KNUTSON. It is thought that 70 percent will be 
repaid to the Government by reason of provision being 
made for collection through taxes on waterworks, sewage- 
disposal plants, and so forth. 

Mr. BECK. Mr. Chairman, will the gentleman yield? 

Mr. KNUTSON. If my friend will not make his question 
too complicated. I am not a lawyer. : 

Mr. BECK. My question will be a very simple one. Can 
the gentleman conceive any power the President could not 
exercise under this statute? 

Mr. KNUTSON. The powers granted are very broad, I 
may say to the gentleman from Pennsylvania, but we hope 
it will mot be necessary for the President to use all of 
them. 
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Mr, COX. Mr. Chairman, will not the gentleman be 

2 1 to yield to me for one question, not a question 
W 

Mr. KNUTSON. Is it a question of fact? 

Mr. COX. It is a question of fact; yes. 

Mr. KNUTSON. I yield to the gentleman. 

Mr. COX. It is a question I think the gentleman can 
answer. So far as the effect of this proposed legislation 
upon the property and lives of the citizen, of the individual, 
is concerned, title II and the rest of the titles of the bill are 
inconsequential in comparison with the provisions of title I. 

Mr. KNUTSON. I agree with the gentleman as to title I. 
It is very broad. There is no question about it. 

Mr. COLLINS of Mississippi. Mr. Chairman, will the gen- 
tleman yield? 

Mr. KNUTSON. I yield. 

Mr. COLLINS of Mississippi. There is no obligation placed 
in this bill requiring anyone to expend the total of $3,300,- 
000,000, or even half of that amount. 

Mr. KNUTSON. No. 

Mr. COLLINS of Mississippi. In other words, any part of 
it may be expended, but all of it need not be expended. 

Mr. KNUTSON. That is true. 

Mr. KVALE. Mr. Chairman, will the gentleman yield? 

Mr. KNUTSON. I yield to my colleague. 

Mr. KVALE. If the $3,300,000,000 will not be expended 
this year, why, then, is it necessary to raise the total in- 
crement of taxes to pay interest and amortization on the 
whole amount? 

Mr. KNUTSON. It was explained in the hearings. Has 
my colleague read the hearings? 

Mr. KVALE. No; I have only read them in part. 

Mr. KNUTSON. It is explained that it is not proposed 
to issue these bonds all at one time. It will take 2 years 
to expend any considerable part of the money that we are 
making available, and the bonds will be sold only as need 
arises for the money to put into effect the provisions of 
this legislation. 

{Here the gavel fell.] 

Mr. TREADWAY. Mr. Chairman, I yield the gentleman 
2 additional minutes. 

Mr. KNUTSON. Right here I desire to quote from a col- 
loquy between Senator WacxER and myself as it is found on 
page 103 of the committee hearings: 

Mr. Knutson. Senator, may I direct your attention to section 3, 
on page 4, lines 5 and 6, especially to the words “ trade or indus- 
try”? In your opinion, would this legislation provide greater 
protection for small, independent merchants against unfair trade 
practices than under existing law? 

Senator WAGNER. Yes. 

Mr. Knutson. There is no question about that? 

Senator Wacner. There is no question about that. The big 
fellow can take care of himself. I think essentially this is the 
hia of the small business man. He will be protected by a 

Mr. Knutson. Will this legislation do what it has been said 
would be done under the so-called “ Capper-Kelly bill” ? 

Senator WAGNER. Yes. 

Mr. Knutson. You have no doubt about that? 

Senator Wacner. I haye no doubt about that. I want to ac- 
knowledge here Congressman KELLY’s ald in the consideration and 
the drafting of this legislation. He was at some of our meetings 
and made some very valuable contributions in the drafting of this 
legislation. He has been a student of this subject for a long while. 

Under the provisions of this measure, if properly and 
wisely applied and enforced, industry will benefit greatly, in 
that its operation will do away with unfair and ruinous 
competition. During the depression unfair trade practices 
have returned which we thought had been banished from 
our land for all time. Sweatshops and starvation wages are 
again with us, and in some lines wages have been reduced to 
as low as $1 per day. This situation can be cured by the 
measure now before us. Industries will be enabled to get 
together and act in a manner that will restore them to nor- 
mal levels. In this connection I refer you to pages 60 and 
61 of the hearings, wherein Mr. Richberg points out what I 
consider a very important angle of the bill. 
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Under this legislation we are setting up a cooperative 
machine with the Government as mediator. I assume that 
zones will be fixed for manufacturing and commerce so as to 
avoid unnecessary transportation and needless duplication 
and competition. 

The measure allocates 400 millions to the several States 
for road construction, and it will not be necessary for the 
States to match this money as they have in the past. 

As to the method of raising the money with which to carry 
out this gigantic and unparalleled undertaking, let me say 
that only in this one respect was I in disagreement with my 
colleagues on the committee. It was my thought that we 
should finance this program through the issuance of non- 
interest-bearing Treasury notes and by the imposition of an 
excise tax on importations of vegetable oils and seeds now 
coming in duty-free, which would greatly aid agriculture. I 
felt that we could have secured at least fifty millions from that 
source alone and that we should have done so. Then, too, I 
am opposed to a Federal tax on gasoline, for I believe that 
tax should be left to the States for road building and mainte- 
nance; but, even with these differences, I have no hesitancy 
in giving the measure my whole-hearted support and the 
President will have my best wishes for its successful opera- 
tion. We are all Americans first, and our first and principal 
concern is the speedy and complete return of prosperity to 
our stricken country, and to that object we will all work, 
regardless of any partisan differences that may exist among 
us. Mr. Roosevelt’s program is unique and courageous, and 
it deserves to win in the biggest possible way. By working 
together whole-heartedly I am hopeful that it will contribute 
greatly to early restoration of our well-being. Those who 
labored to bring this legislation into its present form deserve 
the Nation's gratitude. In supporting this legislation I am 
thinking of the idle factories and the millions who are unem- 
ployed and hungry. I am also thinking of the American 
farmer who is now compelled to sell his products at prices 
far below production costs. With a revival in industry and 
restored purchasing power of the consumer, the benefits of 
this legislation should seep into every nook and corner of the 
Republic. [Applause.] 

Mr. COLLINS of Mississippi. Mr. Chairman, will the 
gentleman yield? 

Mr. KNUTSON. I shall be pleased to. 

Mr. COLLINS of Mississippi. Does the gentleman know 
who are the real authors of the bill? 

Mr. KNUTSON. It is our understanding this legislation 
was drafted by a considerable number of authorities. The 
gentleman from Pennsylvania [Mr. KeLLY] helped to draft 
the particular section I have just explained. 

Mr. COLLINS of Mississippi. Will the gentleman put in 
the Recorp the names of the different persons who partici- 
pated in the drafting of this legislation? 

Mr. KNUTSON. I suggest that the gentleman from 
Mississippi get this information from the President. 

{Here the gavel fell.] 

Mr. RAGON. Mr. Chairman, I yield such time as he may 
desire to the gentleman from Indiana [Mr. Crowe]. 

Mr. CROWE. Mr. Chairman, the industrial recovery bill 
now under consideration is a bill of the first magnitude. In 
my opinion, it will be a master stroke and will go further 
toward industrial recovery and to aid in the return to 
prosperity, more than in any other possible way. 

We have been told since the beginning of this panic that 
a condition existed equal to and as bad as a state of war. 
Since that statement was made by those in high authority 
in the Government some 2 or 3 years ago, conditions steadily 
and rapidly grew worse and reached the climax on March 
3, 1933. Up to that time we had had a program of inac- 
tivity excepting methods dealing solely with the larger units 
of our Government and of our country. 

It is not my purpose to at this time either commend or 
condemn the things that were done, but in spite of the 
agencies brought into play conditions steadily grew worse, 
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and they grew worse for the reason that things which are 
the backbone of the country and the backbone of ours or 
any nation were given no attention. Those two great 
agencies were the farmer and labor of the country. If and 
unless you have activity and prosperity in those two 
agencies, all other reliefs are futile and like pouring sand in 
a bottomless pit; it goes in and disappears. Since that time 
continuous activity has been had with the result—a slight, 
slow, gradual, but certain upturn in business and recovery. 

We say a condition exists equal to the emergency of war. 
Many say the condition is worse than war. What would 
we do in case of war? If our flag should be fired upon at 
sea, if our ships should be sunk, if a declaration of war was 
declared against us by some major nation, or our shores 
invaded, would we sit idly by or lie supinely on our backs 
of indifference and wait to see if they would not get 
ashamed or if they would not cease their attacks? No; we 
would do nothing of the kind. We would do as we have 
done in the past wars. The President would send a mes- 
sage to Congress stating the facts and an outline of the 
situation. Congress would declare war. They would vote 
a billion dollars, two billion dollars, five billion dollars; yes, 
and come back for another five billion dollars if necessary. 
Patriotic appeals would be made to people with money to 
buy bonds to prosecute the war, and we would spend many 
billions of dollars for destructive purposes to destroy life 
and property and to preserve our national honor. 

I am not, mind you, opposing such a plan. I am making 
a simple statement of fact of what our Government would 
do in a case of war, yet in a calamity, which many say is 
equal to or worse than war, we sit idly by all these months 
and years, and now at last, with our courageous leader, a 
man of vision and a man of action, we are asked for legis- 
lation which will give employment to those hungry and 
unemployed. 

It is preposterous to think of having good times and pros- 
perity with 12,000,000 unemployed. It cannot be done. The 
intention of the administration, I am told, is that by the aid 
of this legislation some 3,000,000 men will be given employ- 
ment. That means that another 3,000,000 men back of the 
lines will be employed in making, preparing, and moving the 
things which will be used in this program. 

PUBLIC BUILDINGS 

Among the things which will be done to create employ- 
ment, and one of the most important things under the pro- 
gram, will be the public-building construction, which will 
have immediate action. Under this industrial recovery bill 
at least $150,000,000, it is said, will be used for immediate 
public building. The question is asked, How much will that 
aid labor? In answering, it is safe to say that from 80 to 90 
percent of every dollar spent on this building program will 
go for labor either directly or indirectly. Furthermore, 
from dependable statistics, it is shown that 25 percent of 
every dollar spent for public building goes to railroad freight 
transportation, which is almost all labor. Moreover, the 
need of the industry is greater than almost any other in- 
dustry; in fact, in the building trades, according to the 
Alexander Hamilton Institute of Chicago, only 14.7 percent 
of those engaged in the building trades had employment 
during the first 3 months of this year—hence the necessity 
of relief employment to that industry. 

One cannot subscribe to every provision of this bill. It is 
impossible to enact legislation satisfactory in every respect 
to all. I can see no reason why there should be additicnal 
expense for interest for a bond issue for industrial recovery 
legislation. This program should be met by an expansion 
of the currency and only a sufficient amount of revenue be 
raised to retire this currency within a reasonable period 
say 25 years—and a sinking fund of 4 percent per annum 
of this amount to retire this issue within 25 years. I see no 
reason to throw an additional $100,000,000 or more per an- 
num into the coffers of the big bankers of the Nation, who, 
it is shown by recent disclosures, are not in any sense of the 
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word good American citizens, but in reality profiteers, tax 
evaders, who not only dodge their own taxes but help others 
to do likewise. The mechanics for the investigation and 
collection of income tax due our Government by the bigger 
interests of the country would no doubt afford sufficient 
revenue to retire this issue of currency by at least 4 percent 
per annum. But time is the essence of this legislation and 
I am wholeheartedly in favor of this plan of giving employ- 
ment. It is not only humanitarian but it is in the interest 
of good and sound government. People will not always con- 
tinue to be patient when poverty is gnawing at their vitals 
and when the wolf is standing at their door. In a land of 
plenty, too much wheat, too much corn, too much cotton, too 
much coal, too many houses, yet with millions hungry, 
scantily clothed, suffering with cold in the winter, and with- 
out homes. Good government and a constitution for the 
people require and demand that the Government step in and 
do what capital of the country should do, but refuses to do. 

This public-works program will be the real starter, in my 
opinion, of a return to prosperity. When that prosperity 
returns our national debt should be speedily wiped out by a 
generous amount of the profits and excess profits graded up 
as the incomes increase, with the intent and purpose in mind 
that when another period like this arises that not only will 
our national debt be paid but that a large nest egg be on 
hand in the Federal Government’s Treasury to again do what 
we are starting to do now, only on a magnified scale. In 
other words, our Government should do for its people what 
the provident, good man does for his family. He accumu- 
lates, he pays his debts when times are good. He lays by 
for a rainy day. At least the leaders of our country should 
have as much common sense as Joseph and the rulers of 
Egypt had some thousands of years ago. They filled their 
granaries during the 7 years of plenty, knowing that they 
would be followed by a drought. When the drought came 
they had plenty and to spare. This Government should take 
a tip from that, pay off the national debt in good times, and 
be in position to help take care of the needs of the country 
and help in the return of prosperity when times are bad. 

It is frequently said that we are making a dictator of the 
President. As a matter of fact, the Congress is simply plac- 
ing broad powers in his hands for a temporary period. We 
were mandated by the people last November 8 to do what we 
are doing now, and when the emergency has passed, if be- 
fore 2 years, I have faith to believe the President will forego 
the further use of these powers, and, at the furthest, the 
generous forms of relief legislation are only for a period of 
2 years and will automatically cease to exist at that time. 

Mr. RAGON. Mr. Chairman, I yield such time as he 
desires to the gentleman from Ohio [Mr. Durrry]. ` 

Mr. DUFFEY. Mr. Chairman and members of the Com- 
mittee. On Thursday, March 9, 1933, the House of Repre- 
sentatives assembled in extra session in this Hall, upon a 
proclamation issued by the President of the United States, 
because of national emergency and because public interest 
required that Congress should be convened. Soon followed 
the passage of the economy bill (H.R. 2820), which I voted 
for at that time. Today we have under consideration the 
industrial recovery bill (H.R. 5755), to provide for the con- 
struction of certain useful public works. We have the 
serious proposal before us of meeting the national emer- 
gency of disorganization of industry and unemployment. 

Title I supplements and liberalizes the present antitrust 
statutes, which grew out of a peculiar economic condition 
in the early ’90s and sponsored by the distinguished Sen- 
ator from my own State of Ohio, Senator Sherman. Today 
we have, to say the least, another peculiar economic condi- 
tion; and as conditions have changed during the past 43 
years, so, too, the rigid antitrust laws should in some form 
reflect a good solution to the existing economic conditions. 
That is the purpose of title I. 

There is created in title II a Federal emergency adminis- 
trator of public works, involving the expenditure of $3,300,- 
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000,000. And to meet the interest and the sinking fund 
charges, the bill provides for millions in taxes. 

Taxation is a vexatious question; and it has always been 
so. Political parties rise and fall on this issue; and reason- 
able minds can differ as to what is the best method to be 
used in order that the Government can perform its proper 
function. A sales tax is not provided for under the terms 
of the proposed legislation. Ultimately we may have to 
come to a sales tax in our Nation, but today the people are 
not ready or willing to accept this form of taxation. Instead 
the proposed bill carries the added burden of taxes by an 
increase in the normal rates of the income tax and subject- 
ing dividends to the normal rates of taxation and increasing 
the present excise tax on gasoline of three fourths of a cent 
per gallon. 

It is a difficult choice as we reflect and study the general 
economic situation throughout our Nation. 

Again we now are informed that the rules and regulations 
adopted under the provisions of the Economy Act are pro- 
voking wide-spread discontent and injury among the World 
War veterans and Spanish-American War veterans. This 
should be corrected, and must be brought about by the Vet- 
erans’ Administration at the earliest moment. On April 21, 
1932, I issued an announcement of my candidacy for repre- 
sentative in the Congress from the Ninth Ohio District and, 
among other things, then stated: 

I favor immediate payment of the “bonus” to our World War 
veterans, in currency issued against the present surplus gold 
reserve, believing this method of payment economically sound 
governmental aid. 

I repeat and reiterate now, 14 months later, that the pay- 
ment of the adjusted-service certificates can and should be 
paid in currency in this manner. 

Also, Mr. Chairman, if we are going to have an expansion 
of our currency, why cannot we have a real expansion? No 
one can deny that within the past 30 days we have had 
demonstration in a practical way of the benefits that come 
from a controlled expansion by the increase in credit fa- 
cilities, and because our Government has plenty of gold. It 
seems to me that if we are going to have national economy; 
if we are going to relieve our burden by immediate and 
drastic retrenchment in the cost of Government rather than 
by increase in the burden of taxes, then it can and should 
be done by issuing the $3,300,000,000 in currency required 
to be expended to provide for the construction of useful pub- 
lic works in the proposed H.R. 5755. 

This would provide real relief, and would be economically 
sound, and would avoid the burden of taxation which now 
rests so heavily on our people. 

The gentleman from Pennsylvania [Mr. Becx] said that 
there are grave constitutional questions involved. I, too, 
recognize there are constitutional questions involved, but we 
cannot defer to legal opinions at this time of emergency, 
when honest difference in legal thought arises, and when 
every effort and consideration has been put forth to provide 
a bill to adequately meet the existing economic condition. 

Mr. Chairman, the passage of this bill will further pro- 
mote and round out the program initiated by our President 
and should result in an immediate revival of business and 
employment throughout the Nation. I intend under the 
present emergency to vote for this bill. [Applause.] 

Mr. RAGON. Mr. Chairman, I yield such time as he 
desires to the gentleman from Michigan [Mr. LEHR]. 

Mr. LEHR. Mr. Chairman, I simply want to take ad- 
vantage of this opportunity to explain my reason for voting 
against the rule. 

In my campaign last fall against my distinguished op- 
ponent, the former Member from Michigan, Mr. Michener, 
I criticized the Republican Party and my opponent for their 
method of controlling legislation through the so-called “ gag 
rule”, and I pledged myself to my constituents that I would 
oppose gag rule to the fullest extent of my ability and influ- 
ence, and I have consistently done that in this special ses- 
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sion of the Congress. My position in this matter is one of 
sound policy and conscientious principle. A gag rule is 
equally as bad and indefensible whether it be imposed by 
a Democratic or a Republican majority. I hold no brief for 
the Republican Members in criticizing the gag rule which 
this morning was adopted by such a narrow margin. As a 
matter of fact, their criticism is absolutely unjustifiable 
because, as it has been said here today by the gentleman 
from New York, this is just exactly the same sort of a rule 
that the Republican majority used while they were in power. 
On the other hand, the mere fact that the Republican ma- 
jority made use of the gag rule in its palmy days is no justi- 
fication or excuse, in my humble opinion, for the Democratic 
majority to make use of it now. We discussed the important 
bank reform bill on Monday and Tuesday of this week with- 
cut imposition of the gag rule, amendments were permitted 
and debate thereon allowed even though such debate was 
extremely limited. There were no serious consequences as 
a result of that rule. The bill as finally passed and al- 
though but slightly yet constructively amended is a better 
bill than as it was as originally proposed, and I submit to 
the leadership of my party that it is offensive to the intelli- 
gence and loyalty of us Democrats who came here imbued 
with the idea to follow constructive leadership, to attempt 
to tie our hands so that a friendly expression and a reason- 
able interchange of ideas and suggestions cannot be had, 
and for that reason I resent deeply the attempt to tie my 
hands in this matter. 

Before being inducted into this office I publicly stated 
that if Franklin Roosevelt wished to assume dictatorial pow- 
ers in this emergency in an attempt to bring us out of this 
situation in which we find ourselves, then I should be glad 
to go along with him in that direction, and I have done so 
consistently, but that does not mean that we may not have 
constructive ideas of our own, and if we have, therefore we 
should have the right to present them to the Congress for 
its consideration and for its unfettered action. We ask no 
more than that, and we have a right to expect no less than 
that. I have voted consistently with the majority in this 
Congress with the exception of the Embargo Act, and my 
position in that matter I feel is justified, and with the 
further exception of the bill which yesterday was passed 
entirely through the aid of the large number of Republicans 
who voted for it, namely, the bill that authorizes the Re- 
construction Finance Corporation to make further loans of 
public money to defunct insurance corporations. 

I voted against the gag rule today, not only as a matter 
of conscientious principle, to which I am entitled without in 
the least waving my loyalty to the cause of democracy or 
my allegiance to our splendid Chief Executive, but also be- 
cause we now either have to vote for this bill, with its added 
burdens of taxation, in order to get the good things which 
admittedly the bill carries, or forego giving the unemployed 
of the Nation the opportunity of employment because of our 
objection to certain features of the bill. 

Had the rule this morning which provided for the con- 
sideration of this present bill under a 6-hour debate, with no 
right to amend the bill, not been adopted by the Congress, 
it was my intention to offer an amendment to the bill to 
strike out from it all provisions of taxation. This bill has 
for its object the relief of the unemployed by appropriating 
the huge sum of $3,300,000,000 to finance a public-works 
program. That is a commendable proposition and is worthy 
of the sympathetic heart of our great leader in the White 
House, but the bill, in order to finance this proposition, 
places an added tax upon the already burdened taxpayer 
of the middle class. It increases the income tax on incomes 
of $4,000 and up to $10,000 by more than 50 percent, while 
it does not in the same proportion increase taxes on the 
extremely wealthy class of America; and then, too, it even 
creates a new form of taxation, that on dividends, and 
finally it increases the tax on the gasoline used by the oper- 
ators of automobiles. All this is very objectionable. It 
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should not have been in this bill. There is absolutely no 
justification for it. There is absolutely no reason for it. 
Within the last few weeks the Congress gave to the Presi- 
dent the power to inflate and to enlarge and to expand the 
currency, and the result of the agitation for this inflation 
and of the enactment of this sort of legislation is already 
definitely pronounced throughout the entire country in the 
increase of employment, in the rise in commodity prices, and 
in the business upturn everywhere. 

I feel that here and now is the psychological place and 
the psychological time in which to give an added impetus to 
this returned confidence and to this upturn in industry and 
in business. I pledged myself during the campaign that I 
would not favor the immediate payment of the bonus to 
the veterans if to do that would require any increase in 
taxes. I now say that this power of inflation which the 
Congress has given the President, namely, to inflate the 
currency in the sum of $3,000,000,000, could well be used by 
him to pay the soldiers’ bonus. That would forever settle 
the bonus question. That weuld make it possible for the 
Government to settle its moral obligation to the veterans. 
That would place in the hands of the spending public of 
America $3,000,000,000 without any cost to the Government 
in the way of interest and at a time when it would drive 
forward betterment in our economic situation; and if, for 
some reason or other, it is not the intention of the admin- 
istration to do that at this particular time, then I submit that 
now is the logical time for the administration to take ad- 
vantage of this power of inflation and issue $3,000,000,000 
worth of currency to finance this public-works program, as 
provided for in this bill. This will carry out all of the hu- 
manitarian designs of the President without imposing any 
extra taxation burden upon our people, and it should be 
done. Unfortunately, because of this gag rule which has 
been adopted, we cannot now offer such an amendment for 
the consideration of the Congress, and I feel that the people 
who will have to bear this burden of taxation, even though 
it be temporary and for but a year, are entitled to this 
information. 

I trust that the committee which alone under this rule 
has the power to amend the bill will see fit to amend sec- 
tion 204. This bill was not submitted by President Roose- 
velt because of the great need for public works. We all ap- 
preciate that fact. As a matter of fact, the condition of 
our country today is not such as to justify such a program 
with that in view only. This measure has been proposed 
solely and entirely because of the tremendous unemploy- 
ment throughout the country. The bill as originally sub- 
mitted to the Ways and Means Committee provided for the 
allocation of $400,000,000 for the construction of highways 
and provided that three fourths of the money should be 
allocated on the basis of the Federal Highway Act and one 
fourth on the basis of population. That means that one 
half of the money under the bill as originally presented to 
the Ways and Means Committee was to be allocated on the 
basis of the population, one fourth on the basis of area, 
and one fourth on the basis of public-road mileage. 

The Ways and Means Committee, however, has seen fit 
to amend the bill so as to provide that this $400,000,000 will 
be allocated on the basis of the Federal Highway Act, giving 
no special consideration to population or unemployment. 

Under the bill as submitted by the President, New York 
State, for instance, would receive $25,400,000 for its 12,500,- 
000 people, 30.6 percent of whom are unemployed. The 
State of Wyoming would receive $4,036,000 for its 225,000 
people, 27.4 percent of whom are unemployed. There are 
60 times as many people in the State of New York as there 
are in the State of Wyoming, yet New York State receives 
only six times as much money under the President’s bill. 
The intensity of unemployment in New York State is 33 
percent greater than it is in the State of Wyoming. 

Under the bill, as amended by the Ways and Means Com- 
mittee, New York State will receive but $20,200,000, while 
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the State of Wyoming, with only one sixtieth of the people 
and about one eightieth of the unemployment that New 
York has, will receive $5,136,000, or 25 percent of the amount 
of money that the great State of New York, with its 1,500,- 
000 unemployed people, will receive. Similarly very large 
inequalities exist in all of the other densely populated States. 

I give you a list of the States which will lose under the 
amendment as suggested by the Ways and Means Commit- 
tee with the amount that each State will lose: 


I understand from the statement of the gentleman from 
Tennessee [Mr. Cooper] that the committee is willing to, 
and expects to, reestablish in this bill the plan as it was 
presented to them by the President, and I sincerely hope 
that at least this very much needed change will be per- 
mitted by the committee; and if this proposed change is 
agreed to by the committee, I shall vote for the bill in the 
hope that the relief to the unemployed will more than offset 
the added burden to the taxpayer and in the further hope 
that it will afford an added impetus to our economic re- 
covery and also because I have the greatest confidence in 
the splendid leadership of Franklin Roosevelt. [Applause.] 

Mr. RAGON. Mr. Chairman, I yield to the gentleman 
from Michigan [Mr. MUssELWHITE] such time as he desires. 

Mr. MUSSELWHITE. Mr. Chairman, I am not opposed 
to the national industrial recovery bill, because I believe our 
President is making a sincere effort to bring about what the 
very title of the bill suggests—a recovery of the national 
industrial system which has been severely ill for the past 
several years. I know the Ways and Means Committee has 
been confronted with a difficult task in framing this meas- 
ure, and I believe its members have acted in good faith, but, 
gentlemen, I cannot help but express my opposition to the 
methods of raising revenue under this bill. 

I need not remind you that taxation is a vital function of 
government, and that it is as necessary to the life of a 
nation as food is to the life of a body. There is no part of 
our system of taxation that bears scrutiny and careful con- 
sideration and revision more than the income tax. An in- 
come-tax levy, in my judgment, is a prosperity-time tax. 
In a depression such as we are now passing through, and I 
hope passing over, such a tax operates to exempt the Mor- 
gans and their wealthy partners and strikes hard at the 
purse strings of the man with a moderate income. You 
and I cannot escape the tax, but the wealthy manipulators 
of Wall Street can and do. The fundamental purpose of 
the income tax is nullified by the provisions of this measure, 
with its deductions, its exemptions, its exceptions, its modi- 
fications, its allowances, and its brackets. 

The Morgans and the Harrimans can manipulate to show 
big losses and pay no tax—they find ways to escape, but 
there is no “ out” for the little fellow. Take the case of a 
man who has a $100,000 corporation with say a net revenue 
of $6,000 a year. He is subjected to a double income tax, 
and in some States this is trebled. The corporation must 
pay an income tax on its profits, and the man must pay a 
tax on his dividend. In some States, like my own State of 
Michigan, there is an added corporation tax. 
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While on the income-tax subject there is one feature that 
I have long opposed and will continue to oppose. That is 
the exemption accorded State, county, and municipal em- 
ployees. I hoped to offer an amendment to include them 
today, but, under the procedure the House has indicated it 
will follow, none but committee amendments will be con- 
sidered. There are thousands of State, county, and munici- 
pal officials drawing salaries far higher than corresponding 
positions in the Federal Government or private industry who 
pay no tax at all and do not even have to make a return. 
This is a gross discriminatory feature which by all means 
should be eliminated from our system of income taxation. 
In Michigan there are presidents and superintendents of in- 
stitutions drawing upward of $10,000 per year and who are 
housed in mansions maintained by the State who do not pay 
a nickel in income tax to the Federal Government. 

How otherwise could we raise the money? Why, by the 
simple expedient of issuing currency—greenbacks—backed 
by national credit as authorized under expansion legislation 
already provided. 

This bill singles out a few industries such as the automo- 
bile industry, the radio industry, and so on. It increases the 
tax you pay on gasoline. It increases the tax you pay on 
tires and tubes and other automobile accessories. It makes 
you pay a heavier tax on your radio receiving set. While I 
am opposed to all discriminatory taxes, that opposition is 
accelerated to vigorous denunciation when I see the auto- 
mobile industry, which is the very lifeblood of Michigan, 
forced to accept additional burdens. It is unfair to the 
automobile manufacturers and automobile owners. If we 
continue to burden this great industry, unemployment will 
never be reduced in the big manufacturing centers. 

Unemployment can only be reduced in Michigan when 
industry starts on the upgrade, and I submit that it cannot 
start upward if it must carry the load of burdensome and 
discriminatory taxes such as is proposed in this bill. I 
thank you. 

Mr. TREADWAY. Mr. Chairman, I yield such time as he 
may desire to the gentleman from Pennsylvania [Mr. 
Swick]. 


DEMOCRATIC TAX MEASURES DESIGNED TO RELEGATE THE MIDDLE CLASS 
TO THE REALM OF THE FORGOTTEN MAN 


Mr. SWICK. Mr. Chairman, despite the pride with which 
the administration under the hard-boiled lash of its Budget 
Director points to the redemption of its pledge to reduce ex- 
penditures 25 percent, thereby balancing the Budget, the 
great middle class of our population, which numbers a vast 
majority of our people, find themselves confronted with 
the prospect of having to carry a greatly increased load of 
taxes. They see men of great wealth and influence resting 
on their oars, enabled by the efforts of shrewd employees to 
escape payment of taxes to their Government. 

Despite the sensational disclosures of recent days which, 
if they have shown nothing else, should convince any sane 
man that our income tax laws are ineffectual, insofar as 
the upper brackets are concerned, and that any increased 
revenue to be derived from that source must come from 
the lower brackets, the Democratic leaders of this House 
insist upon repeating their mistake of last year by increas- 
ing the highest impost ever placed on the people of the 
United States in peace-time history, the larger portion of 
which must come out of the pockets of the backbone of the 
Nation—the middle class. 

Disregarding the expressed opinions of business, industry, 
and labor, who through their various representatives ap- 
peared before the committee and urged the adoption of a 
general sales tax which would touch the pockets of every- 
body in proportion to their ability to spend without per- 
mitting anybody to evade their fair share of the load and 
penalizing the others for that evasion, the Ways and Means 
Committee after much deliberation continued to be “ hor- 
rifled and decided to increase the crushing tax burdens of 
the middle class, 
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The one ray of hope held out by the administration—and 
it looks like the “ big stick in disguise—is that with the re- 
peal of the eighteenth amendment and resulting harvest of 
gold from liquor taxes this load will be removed. It is 
difficult to believe that public-spirited officials would attempt 
to force repeal by such tactics. If this is not the inten- 
tion, then there can be no excuse for such action except 
obstinacy. 

Regardless of our convictions on the repeal issue, Congress 
has disposed of that question; it now rests with the voters 
of the several States. If the administration sees fit to use 
the machinery of the Democratic Party under the leader- 
ship of the Postmaster General to interfere with the affairs 
of the States, it may do so. We certainly cannot collect 
liquor taxes now, and if we could they would come for the 
most part out of the pockets of the very people we are en- 
deavoring to help. 

Congress will do well to listen to the voice of the people 
and insist that the Democratic leaders swallow their pride 
and enact the sales tax and not the present destructive 
measure, which will relegate the great middle class to the 
realm of the forgotten man, whom the majority leaders no 
longer champion. 

Mr. TREADWAY. Mr. Chairman, I yield 5 minutes to 
the gentleman from Minnesota [Mr. KVALE]. 

Mr. DOUGHTON. Mr. Chairman, I yield 5 minutes to 
the gentleman from Minnesota [Mr. KvaLEI. 

Mr. KVALE. Mr. Chairman, a bill of such magnitude 
coming before the House, now in committee for sharply 
limited debate, under a rule which permits no amendment, 
makes any expression in debate rather futile. Obviously, I 
cannot consider the details and the reaches of any of the 
separate titles, so in the time allotted to me today I want 
to point specifically to two things that I laid before the 
committee. 

One has to do with a bill I introduced a few days ago and 
with reference to which I have visited the White House 
The reaction to it there I have yet to know. I refer to the 
child labor bill (H.R. 5744), which I introduced on Monday 
last and of which I am not the author, because I simply 
added a section to a law that was passed by the Sixty-fourth 
Congress, signed by the then President and declared uncon- 
stitutional by the Supreme Court by a 5-to-4 decision, 
as referred to a short time ago in debate by the gentleman 
from Pennsylvania, the distinguished constitutional lawyer 
[Mr. BECK]. 

I have talked with several whom I deem to be good con- 
stitutional authority and who are recognized as such, and it 
is their opinion, as it is mine, that that child labor law 
which was declared unconstitutional by a 5-to-4 decision 
16 or 17 years ago, might well be considered constitutional 
today, not only because of the fact that the personnel of 
the Supreme Court has changed since that time, but also 
because the Court’s general line of decisions has been along 
a different line of thought and has embodied a different set 
of economic principles and has embraced a different social 
outlook and belief. 

So I simply added to that act a new section which pro- 
poses to apply it for the emergency period of 3 years and 
which provides further that if at any time within the 3- 
year period the President of the United States might ascer- 
tain and might proclaim that employment conditions, as far 
as adult male labor is concerned, had again reached normal, 
the act should then become inoperative. 

I call the special attention of the committee to the fact 
that the addition and the inclusion of this law in the meas- 
ure now before us would not only make immediately available 
upward of 2,000,000 positions in industry but it would not 
endanger the rest of the act because of the separability 
clause which the committee has seen fit to put in at the 
end of the measure before us; and if the industrial recovery 
bill stands up from the point of view of constitutionality, 
then, inevitably, the child labor bill must also stand from 
the point of view of constitutionality. 
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Here is a chance at one stroke—and this stroke is denied 
us under the rule which we adopted today by a very narrow 
margin—to reemploy as many men as, and more men than, 
will be employed under all the rest of the huge measures 
now before us. 

This, too, is in line with the thought of the President of 
the United States who, a few days ago, sent out an urgent 
appeal to the various State legislatures to hurry along their 
ratification of the amendment that was drawn and adopted 
after the law had been declared unconstitutional. Some 
States have responded, but it is a pitifully slow affair; and 
the other method, that of action by the States themselves 
with respect to the industries within the confines of each 
State, is also pitifully slow. 

Now, you would not only reemploy men, if this child labor 
law were to be considered as an addition to the present law, 
but you make for better health and education and welfare 
among the stunted youth and the victims of industry, under 
age, in this land of ours. 

This is one of the two thoughts I should like to lay before 
you for serious consideration. It may be that in this body 
we cannot doit. Under the rule it will be impossible, lacking 
committee sponsorship. This is one reason I so strenuously 
resented the application of a gag rule this afternoon. I 
hope, however, that another body will give this serious atten- 
tion, and that, perhaps, if and when a conference report 
comes before us, we will be able, then, to have this question 
before us for decision. 

The other question that I wanted to discuss in the time at 
my disposal is the matter of taxes. 

In the earlier stages of the measure the tax question 
seemed to be purely incidental. I had hoped for a time 
that there would be no need to project the tax questicn 
into the picture, because under earlier legislation that had 
been crowded before the two Houses early in the session, 
the President of the United States was given, and now pos- 
sesses, administrative power to pay for these improvements, 
or at least pay the interest on them and provide for the 
amortization of them, by the issuance of new currency; and 
thereby in a very modified degree apply the principle of 
expansion, reflation, inflation, or whatever you choose to 
call it. It seems the committee did not think highly of this 
proposal. 

So instead of issuing money to pay for the interest on 
the bonds and the amortization thereof, if and as they 
are issued, we are going to issue these tax-free securities; 
and then we are going to tax Mr. John Q. Citizen, the man 
with the small income, for additional taxes in order to bring 
money into the Treasury to pay the interest on the tax-free 
securities and to amortize them. This seems to me to be 
an unnecessary and unjustifiable procedure. 

If we have to submit to it, I say, let us seek for some kind 
of tax structure which will lay its hand evenly upon the 
man of modest means and the man of extreme wealth. Let 
us not make the receiver of a small income in the United 
States of America pay a tax larger than the most powerful 
industrial and financial magnates, as is being demonstrated 
in the hearings now being held at the other side of the 
Capitol. They are escaping without any payment whatever 
toward the cost of their Government, unbelievable as it 
may seem, while professional people, those employed in 
crafts and trades, even the secretaries and clerks, pay their 
share. Such a wicked condition cannot continue, and I dare 
to say this Congress will not permit it to continue. 

We must apply higher surtaxes to these great incomes and 
reduce the possibilities of evasion through artful deductions 
and exemptions. It may be that we have reached the point 
of diminishing returns in seeking assessments on large an- 
nual incomes. It may be true, too, that we have raised the 
rate on incomes on estates which will not bring us in a 
great amount of revenue to the Treasury, although I do 
not believe so. 

But let me solemnly say to this House that if there is a 
man in the United States that receives a net annual income 
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for taxable purposes—that is, of more than a million dol- 
lars—then for the period of the emergeney certainly it is 
only fair and right that he should pay a larger share than 
what he is now paying. 

Then we come to seek a tax that will supplement the in- 
come tax. We are having a sham battle today between those 
who are urging the placing of a sales tax on everything the 
poor man purchases. “Oh”, they say, “we will exempt 
clothing.” Yes; but they do not tell you that it is taxing 
the cloth that the suit is composed of—it is taxing the but- 
tons that go upon the suit, it is taxing the lining that goes 
into the suit, it is taxing the machinery that weaves the 
cloth, and the needle that sews it together. 

I say that a sales tax in this Congress can never be passed. 
So that failing, we must look elsewhere to bring us larger 
revenues. 

These are some of the reasons why some of us resisted the 
application of the gag rule. It grieves me to know that, 
although I asked my constituents to return me and although 
I assume the full responsibility of making the laws for them, 
I have to go back and tell them it was considered by the 
leadership here that it was my duty to give away all my 
rights to amend a measure, and that I had to yield to that 
leadership or, even worse, to someone entirely outside this 
Chamber for decisions, instead of following my own convic- 
tions, freely formed after the best study I could make. That, 
to my mind, is not legislation, and is not proceeding accord- 
ing to the rules by which we should be operating. 

[Here the gavel fell.] 

Mr. DOUGHTON. Mr. Chairman, I yield 2 minutes to 
the gentleman from Wisconsin [Mr. Hucues]. 

Mr. HUGHES. Mr. Chairman, this bill provides the ma- 
chinery that will permit the establishment of a maximum 
workday and a maximum workweek, and fix a minimum 
wage. These factors are essential to any legislation which 
is designed to restore American industry, revive and spread 
employment in the Nation. They will wield a double-edged 
sword that will strike at and destroy a great evil that exists 
in industrial America today and which threatens the whole 
structure—namely, sweated labor. 

Sweated labor involves millions of our workers. It has 
invaded every major industry. It knows no geographic 
limits. It exists in every section of the country, in every 
State in the Union, and it affects every division and branch 
of American industry. Today it is drawing its numbers 
from the youth of the land, paying a mere pittance, involv- 
ing long hours, exhausting their strength, killing ambition, 
and limiting opportunity. It affects the womanhood of the 
American worker where it leaves the same trail of exhaustion 
and human wreckage. It constitutes a menace to the dig- 
nity, the skill, and real worth of American labor. It 
threatens our workers with serfdom. 

In competition with this ugly system, legitimate business 
either must adopt the plans and practices of sweated labor 
or take the road to financial ruin. 

Involved in such methods, labor is driven to lower work- 
ing and living standards. Industry cannot prosper and 
know earnings in conflict with that institution. The Na- 
tion cannot survive if that system flourishes within our 
borders—a system that capitalizes on human misery, want, 
and woe. This bill, if it had no other virtue, would deserve 
your consideration and support. 

The measure will provide activity for national industry 
and resut in reemployment. It will mean the return of 
purchasing power to millions of workers and the restoration 
of a healthy, economic condition in the Nation. 

The CHAIRMAN. The time of the gentleman from Wis- 
consin has expired. a 

Mr. DOUGHTON. Mr. Chairman, I move that the Com- 
mitted do now rise. 

The motion was agreed to. 

Accordingly the Committee rose; and the Speaker having 
resumed the chair, Mr. Lozrer, Chairman of the Committee 
of the Whole House, reported that that Committee had 
under consideration the bill H.R. 5755 and had come to 
no resolution thereon, 
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BOARD OF INDIAN COMMISSIONERS (H.DOC. NO. 57) 

The SPEAKER laid before the House the following mes- 
sage from the President of the United States, which was 
read, and, with the accompanying papers, referred to the 
Committee on Expenditures in the Executive Departments 
and order printed. 


To the Congress: 

Pursuant to the provisions of section 1, title III, of the 
act entitled “An act to maintain the credit of the United 
States Government ”, approved March 20, 1933, I am trans- 
mitting herewith an Executive order abolishing the Board 
of Indian Commissioners. 

There is no necessity for the continuance of this Board, 
and its abolition will be in the interests of economy. 

FRANKLIN D. ROOSEVELT. 

THE WHITE House, May 25, 1933. 


ORDER OF BUSINESS—SUSPENSIONS 

Mr. BYRNS. Mr. Speaker, next Monday is the fifth Mon- 
day. I ask unanimous consent that the Speaker be author- 
ized to recognize Members for suspension upon that day. 

The SPEAKER. Is there objection? 

Mr. SNELL. Mr. Speaker, will the gentleman yield? 

Mr. BYRNS. Yes. 

Mr. SNELL. Will the gentleman inform the House what 
suspensions he expects to take up at that time. 

Mr. BYRNS. I shall have to let the Speaker answer for 
that. 

Mr. SNELL. I do not want to object to the gentleman's 
request, but I should dislike to see the provision brought up 
here at that time to change the fundamental law of Hawaii 
in accordance with the suggestion made by the President and 
passed under suspension of the rules. Otherwise I have no 
objection. 

Mr. BYRNS. I shall have to leave what they are to the 
Speaker. I do not know. 

Mr. SNELL. Is that one of them? 

The SPEAKER. I think that is one. 
pensions. Is there objection? 

Mr. KVALE. Mr. Speaker, I do not intend to object; I 
think the Recor» should show that there are 400 Members 
who are not here who have no opportunity to object. 

The SPEAKER. Every Member has an opportunity to be 
present and object. Is there objection? 

There was no objection. 


HOUR OF MEETING TOMORROW 


Mr. BYRNS. Mr. Speaker, I ask unanimous consent that 
when the House adjourns today it adjourn to meet tomorrow 
at 11 o’clock a.m. 

The SPEAKER. Is there objection? 

There was no objection. 


ENROLLED BILL SIGNED 


Mr. PARSONS, from the Committee on Enrolled Bills, 
announced that that committee had examined and found 
duly enrolled a bill of the House of the following title, which 
was thereupon signed by the Speaker: 

H.R. 5390. An act making appropriations to supply defi- 
ciencies in certain appropriations for the fiscal year ending 
June 30, 1933, and prior fiscal years, to provide supplemental 
appropriations for the fiscal years ending June 30, 1933, and 
June 30, 1934, and for other purposes. 


BILLS PRESENTED TO THE PRESIDENT 


Mr. PARSONS, from the Committee on Enrolled Bills, re- 
ported that that committee did on this day present to the 
President, for his approval, bills and a joint resolution of 
the House of the following titles: 

H.R. 4014. An act to authorize appropriations to pay in 
part the liability of the United States to the Indian pueblos 
herein named, under the terms of the act of June 7, 1924, 
and the liability of the United States to non-Indian claim- 
ants on Indian pueblo grants whose claims, extinguished 
under the act of June 7, 1924, have been found by the Pueblo 
Lands Board to have been claims in good faith; to authorize 
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the expenditure by the Secretary of the Interior of the 
sums herein authorized and of sums heretofore appropriated, 
in conformity with the act of June 7, 1924, for the purchase 
of needed lands and water rights and the creation of other 
permanent economic improvements as contemplated by said 
act; to provide for the protection of the watershed within 
the Carson National Forest for the Pueblo de Taos Indians 
of New Mexico and others interested, and to authorize the 
Secretary of Agriculture to contract relating thereto; and to 
amend the act approved June 7, 1924, in certain respects; 

H.R. 5152. An act granting the consent of Congress to the 
State Highway Commission of Virginia to replace and main- 
tain a bridge across Northwest River in Norfolk County, Va., 
on State highway route no. 27; 

H.R. 5173. An act granting the consent of Congress to the 
State Highway Commission of Virginia to maintain a bridge 
already constructed, to replace a weak structure in the 
same location, across the Staunton and Dan Rivers, in 
Mecklenburg County, Va., on United States Route No. 15; 

H.R. 5476. An act to extend the times for commencing and 
completing the construction of a bridge across the Savannah 
River at or near Burtons Ferry, near Sylvania, Ga.; 

H.R. 5480. An act to provide full and fair disclosure of the 
character of securities sold in interstate and foreign com- 
merce and through the mails, and to prevent frauds in the 
sale thereof, and for other purposes; and 

H.J.Res. 159. Granting the consent of Congress to a com- 
pact or agreement between the State of Kansas and the 
State of Missouri authorizing the acceptance for and on 
behalf of the States of Kansas and Missouri of title to a 
toll bridge across the Missouri River from a point in Platte 
County, Mo., to a point at or near Kansas City, in Wyan- 
dotte County, Kans., and specifying the conditions thereof. 

ADJOURNMENT 

Mr. BYRNS. Mr. Speaker, I move that the House do now 
adjourn. 

The motion was agreed to; accordingly (at 5 o'clock 
and 20 minutes p.m.), in accordance with the order hereto- 
fore made, the House adjourned until tomorrow, Friday, May 
26, 1933, at 11 o’clock a.m. 


REPORTS OF COMMITTEES ON PRIVATE BILLS AND 
RESOLUTIONS 

Under clause 2 of rule XIII, 

Mr. COFFIN: Committee on Military Affairs. H.R. 3124. 
A bill for the relief of Stephen Sowinski; with amendment 
(Rept. No. 162). Referred to the Committee of the Whole 
House, 

Mr. THOMPSON of Ilinois: Committee on Military 
Affairs. H.R. 5635. A bill for the relief of Frank Kroegel, 
alias Francis Kroegel; without amendment (Rept. No. 163). 
Referred to the Committee of the Whole House. 

Mr. THOMPSON of Illinois: Committee on Military Af- 
fairs. S. 381. An act for the relief of Samson Davis; with- 
out amendment (Rept. No. 164). Referred to the Commit- 
tee of the Whole House. 

Mr. McSWAIN: Committee on Military Affairs. Senate 
Joint Resolution 48. Joint resolution authorizing the Secre- 
tary of War to receive for instruction at the United States 
Military Academy at West Point, Posheng Yen, a citizen of 
China; with amendment (Rept. No. 165). Referred to the 
Committee of the Whole House. 


PUBLIC BILLS AND RESOLUTIONS 

Under clause 3 of rule XXII, public bills and resolutions 
were introduced and severally referred as follows: 

By Mr. JONES: A bill (H.R. 5790) to provide for organiza- 
tions within the Farm Credit Administration to make loans 
for the production and marketing of agricultural products, 
to amend the Federal Farm Loan Act, to amend the Agri- 
cultural Marketing Act, to provide a market for obliga- 
tions of the United States, and for other purposes; to the 
Committee on Agriculture. 
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By Mr. WHITE: A bill (H.R. 5791) to add certain lands 
to the Challis National Forest; to the Committee on the 
Public Lands. 

By Mr. McSWAIN: A bill (H.R. 5792) to restore the rights 
of honorably discharged soldiers, sailors, and marines; to 
the Committee on Pensions. 

By Mr. GIBSON: A bill (H.R. 5793) to revive and reenact 
the act entitled “An act authorizing Jed P. Ladd, his heirs, 
legal representatives, and assigns, to construct, maintain, 
and operate a bridge across Lake Champlain from East 
Alburg, Vt, to West Swanton, Vt.“, approved March 2, 1929; 
to the Committee on Interstate and Foreign Commerce. 


“MEMORIALS 

Under clause 3 of rule XXII, memorials were presented 
and referred as follows: 

By the SPEAKER: Memorial of the Legislature of the 
State of Wisconsin, memorializing Congress to enact laws 
providing for the use of ethyl alcohol in all motor fuels; to 
the Committee on Ways and Means. 

Also, memorial of the Legislature of the State of Wis- 
consin, memorializing Congress relative to the payment of 
the soldiers’ bonus in cash; to the Committee on Ways and 
Means. 

Also, memorial of the Legislature of the State of Minois, 
memorializing Congress to create a Federal agency to take © 
over all the assets and liabilities of closed banks in the 
State and Nation and pay all depositors in said closed 
banks; to the Committee on Banking and Currency. 


PRIVATE BILLS AND RESOLUTIONS 

Under clause 1 of rule XXI, private bills and resolutions 
were introduced and severally referred as follows: 

By Mr. BEITER: A bill (H.R. 5794) for the relief of Carl 
A. Butler; to the Committee on Naval Affairs. 

By Mr. BRITTEN: A bill (H.R. 5795) for the relief of 
Byran William Eldredge; to the Committee on Naval Affairs. 

By Mr. CHAPMAN: A bill (H.R. 5796) for the relief of 
John Bryson; to the Committee on Military Affairs. 

By Mr. CROWE: A bill (H.R. 5797) for the relief of 
Leonard A. Evans; to the Committee on Claims. z 

By Mr. CROWTHER: A bill (H.R. 5798) for the relief of 
Richard Evans & Sons Co.; to the Committee on Claims. 

By Mr. LUNDEEN: A bill (H.R. 5799) authorizing the 
Secretary of the Navy to award a Congressional Medal of 
Honor to Lynford Charles Albro; to the Committee on Naval 
Affairs. 


PETITIONS, ETC, 

Under clause 1 of rule XXIII, petitions and papers were 
laid on the Clerk’s desk and referred as follows: 

1187. By Mr. JOHNSON of Minnesota: Petition of the 
business men of Cannon Falls, Minn., to retain the post office 
of Cannon Falls, in the status of second-class post offices; to 
the Committee on the Post Office and Post Roads. 

1188. By Mr. KENNEY: Petition of the executive com- 
mittee of the American Legion Auxiliary, Department of 
New Jersey, vigorously opposing official recognition of Soviet 
Russia by the United States at this time and for such fur- 
ther period as Soviet Russia maintains propaganda in the 
United States the purpose of which is to destroy our Gov- 
ernment; to the Committee on Foreign Affairs. 

1189. By Mr. LINDSAY: Petition of the New York Board 
of Trade, Inc., New York City, concerning the National In- 
dustrial Recovery Act and favoring a general manufacturers’ 
sales tax; to the Committee on Ways and Means. 

1190. Also, petition of the National Federation of Federal 
Employees, Washington, D.C., concerning certain amend- 
ments to House bill 5755; to the Committee on Ways and 
Means. 3 

1191. By Mr. RUDD: Petition of the National Federation 
of Federal Employees, favoring certain amendments to House 
bill 5755; to the Committee on Ways and Means. 
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1192. By Mr. SUTPHIN: Petition of the American Legion 
Auxiliary, Department of New Jersey, Trenton, N.J., oppos- 
ing official recognition of the Soviet Russia by the United 
States: to the Committee on Foreign Affairs. 

1193. Also, petition of the American Legion Auxiliary, De- 
partment of New Jersey, Trenton, N.J., urging the continu- 
ance of the Lakehurst Naval Air Station as a lighter-than- 
air base; to the Committee on Naval Affairs. 

1194. By Mr. TRAEGER: Petition of the Senate and 
Assembly of the State of California, dated May 4, 1933, 
urging adoption of amendments to Senate bill 158, so that 
all persons engaged in the mining industry will be exempt 
from the provisions of legislation limiting hours of labor to 
30 hours a week to people engaged in the mining business; 
to the Committee on Labor. 


CONGRESSIONAL RECORD—HOUSE 


May 25, 1933 


1195. Also, petition of the Senate and the Assembly of the 
State of California, dated May 5, 1933, requesting the adop- 
tion of the project contemplating conservation of the waters 
of Yosemite Creek and the preservation of Yosemite Falls in 
Yosemite National Park as a unit of the program under the 
rica Unemployment Relief Act; to the Committee on 
Labor. 

1196. By Mr. WATSON: Resolution adopted by Pride of 
Allen Council, No. 182, Sons and Daughters of Liberty, Allen- 
town, Pa., relative to more stringent immigration laws; to 
the Committee on Immigration and Naturalization. 

1197. By Mr. WITHROW: Memorial of the Legislature of 
the State of Wisconsin, urging the immediate payment of 
the soldiers’ bonus in cash; to the Committee on Ways and 
Means. 


